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Performance of Korean Bond
Mutual Funds: Analysis using
Fund Holding Data
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Abstract

This paper investigates the performance of Korean bond mutual funds using bond holdings data
obtained from KG Zeroin. Performance of Korean bond mutual funds are decomposed into Average
Style(AS), Characteristic Timing(CT), and Retum Gap(RG) using the extended DGTW model proposed
by Moneta(2015). The empirical findings revealed by this research are as follows. First, regarding
AS, it has an ability to explain most of the performance of bond mutual funds. Second, regarding
CT, it is not statistically significant and close to zero. Third, regarding RG, it is statistically significant
and turns out that its variable persistence is maintained for 6 months. Furthermore, the portfolios
sorted onto RG has performance persistence except for the lowest RG group. This result indicates

that RG provides market participants with meaningful information in fund selection.
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