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"The blind leading the blind", or testing of the blindfolded monkey theory on BSE
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My thesis is focused on testing of the blind monkey theory which appears in the stock market periodically. The primary reason is that several studies have already examined the subject, but the results of these are variable. My goal is to find out which market participant achieves a greater return on the Hungarian stock market, the mutual funds or a portfolio which includes randomly selected shares.
Exposition of the topic will begin with a description of the term which is really similar to the efficient market hypothesis, then I come out with previous studies, I analyze them briefly, reveal their main point and outcome.
It is essential to intend a subsection Markowitz's portfolio theory, highlighting the relationship between risk and return, and their calculation, as well as the importance of diversification.
I present important theoretical information of the simulation such as yield and risk calculations of stock and portfolio, different ratios which the performance of investment institution can be compared. I point out the difference between passive and active fund management and examine how they are performing in the long run.
In practical part of the paper I exposit the method that I used, like the basic data and tools, and the progress how the exchange rates were corrected (for example during stock split or reverse stock split) and determine indicators of the yield and the risk, and how long the time horizon was.
The time horizon will be divided for further periods according to in the period the bull or bear market was decisive. My primary goal is to determine which contestant will be able to achieve better yield / risk ratio on the rising and on the declining markets.
In the last chapter I summarize the obtained and analyzed data, I draw my conclusions, and I can prove that the "blindfolded monkey" in the stock market is not so blind.



