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P ETE A FRF A A h R?
Can Security Investment Trust Companies Help Investors Diversify Risk?
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Abstract

Due to the information is asymmetry between the investors and the Security
Investment Trust Companies, investors can't effectively judge their potential
purchase risks. This study examines whether existing the different
correlation between the inner fund family members and the outer fund
family members. We use Treynor index to study the Security Investment
Trust Companies whether diversify unsystematic risks for investors or not.
The result of this study shows that the correlation of the inner fund family
members is higher than the outer fund family members. It also shows that
the Security Investment Trust Companies can't diversify unsystematic risk
for investors when the correlation of the inner fund family members is
higher. Thus, this study suggests that the investors should distribute funds on
different fund families to achieve risk diversification effect; in other words,
don't put all eggs in one basket. It also suggests the Security Investment
Trust Companies don't chase high income to avoid investors bearing
unsystematic risk; thus, it will attract more investors to invest under their
managed funds.
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