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Abstract: - This paper aims to investigate the key macroeconomic factors influencing mutual fund returns in 
Albania as a developing economy. Despite the growing importance of investment funds in emerging markets, 
research on the relationship between macroeconomic conditions and mutual fund performance in Albania 
remains limited. To address this gap, stepwise multiple regression analysis is employed to identify the most 
significant determinants affecting mutual fund returns, using annual data on GDP growth, inflation, treasury 
bill rates, and monetary policy rates. The results indicate that GDP growth is the only statistically significant 
predictor, positively associated with fund performance, while inflation, treasury bill rates, and monetary policy 
rates do not exhibit a statistically significant relationship during the observed period. These findings highlight 
the importance of broader macroeconomic conditions, particularly economic growth dynamics, in explaining 
investment fund outcomes and provide useful implications for fund managers and policymakers in emerging 
markets. 
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1 Introduction 
The relationship between macroeconomic conditions 
and mutual fund performance has long been a central 
topic in financial research. Fund outcomes are 
particularly sensitive to fluctuations in key economic 
variables, as uncertainty and adverse macroeconomic 
developments can negatively influence investment 
decisions and returns [1]. Prior studies also indicate 
that major macroeconomic indicators play a crucial 
role in shaping asset prices and portfolio returns 
across different economic environments [2], [3]. 

According to [4], open-end investment funds first 
began to emerge in the early 19th century. Open-end 
investment funds experienced rapid growth in the 
1920s, but shortly thereafter faced a significant 
setback due to poor management and the stock 
market crash. In the 1960s, investment funds again 
expanded quickly, however, the oil crisis led to a 
contraction in the capital market and the collapse of 
many fund groups [5]. The 1970s saw the 
introduction of innovative strategies, with investment 
increasingly directed toward money market 
instruments. This approach contributed to explosive 
growth in the 1990s, a trend that continued until 
2008. Following a decline during the global financial 

crisis, investment in funds within the Eurozone 
began to recover by 2010 [6]. 

In Albania, the mutual fund market has 
demonstrated steady development since its inception 
in 2012 and continues to show robust growth. 
According to the [7], thirteen open-ended public 
investment funds were active during the year, with 
the market exhibiting increasing stability compared 
to the previous year. This growth was reflected in net 
asset value, positive net flows, investor returns, and 
an expanding investor base. The total net assets of 
open-ended investment funds reached approximately 
ALL 55.38 billion, up 21.83% relative to end-2023, 
while the number of investors grew by 17.40% to 
37,779. The market is predominantly invested in 
government bonds and treasury bills, which together 
account for 79.24% of total assets in this segment 
[7]. Furthermore, in the first half of 2025, the weight 
of investment funds relative to GDP increased to 
2.6%, up from 2.4% in the same period a year earlier, 
indicating a strengthening role of collective 
investment vehicles in the national economy [8]. 

This study contributes to the existing literature by 
providing one of the first empirical analyses of the 
relationship between macroeconomic factors and 
mutual fund performance in Albania, a small and 
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emerging economy that has received limited 
attention in prior research. By empirically examining 
the impact of key variables, including inflation, 
treasury bill rates, GDP growth, and monetary policy 
rates, the study offers a comprehensive evaluation of 
how macroeconomic conditions shape mutual fund 
performance. In doing so, the findings contribute to 
the broader literature on developing economies, 
offering insights that may be relevant for similar 
emerging financial markets. 

This paper is structured to systematically explore 
the effects of macroeconomic variables on mutual 
fund performance. It begins with a review of relevant 
theoretical and empirical literature, highlighting key 
findings and identifying gaps in existing research. 
The methodology section follows, detailing the 
research design, variable definitions, hypothesis 
development, and analytical techniques employed. 
Finally, the study presents the results, engages in a 
comprehensive discussion, and concludes with 
insights and implications for investors and 
policymakers, emphasizing the relevance of the 
findings for emerging and developing market 
contexts. 
 
 

2 Literature Review 
This section presents a comprehensive review of 
both theoretical and empirical studies examining the 
influence of macroeconomic variables on mutual 
fund performance. It highlights the key economic 
factors that shape fund returns and explores the 
underlying mechanisms through which these 
variables affect investment outcomes. 
 
2.1 Theoretical review 
This section presents the key theoretical frameworks 
underpinning mutual fund performance, offering a 
foundation for understanding how macroeconomic 
factors influence investment outcomes. 

Modern Portfolio Theory (MPT) was introduced 
by [9] in his seminal work Portfolio Selection. The 
theory treats asset returns as random variables 
characterized by expected returns, standard 
deviations, and correlations, forming the basis for 
portfolio optimization. [9] demonstrated that 
investors cannot identify a single optimal portfolio; 
instead, they can construct a set of efficient 
portfolios that offer the highest expected return for a 
given level of risk. A key contribution of MPT is the 
recognition that risk should be assessed at the 
portfolio level, where both the variance of individual 
assets and their covariance with other assets 
determine overall portfolio risk. [10] emphasize that 

Modern Portfolio Theory, originally developed by 
[9], forms the foundation of contemporary 
investment models, including those applied in mutual 
fund analysis. Given the focus of this study on 
mutual fund performance, MPT provides a strong 
theoretical basis for understanding the role of 
diversification and explaining why mutual funds may 
outperform less diversified investment alternatives, 
even during periods of economic downturn. 
The Arbitrage Pricing Theory (APT), developed by 
[11] posits that the expected return of a portfolio is 
determined by multiple macroeconomic factors, each 
representing a distinct source of systematic risk. 
Unlike the Capital Asset Pricing Model (CAPM), 
which relies on a single market factor, APT adopts a 
multifactor approach, establishing a linear 
relationship between expected returns and their 
sensitivity to various risk factors. In this framework, 
covariance reflects non-diversifiable risk, which 
cannot be eliminated through portfolio 
diversification. [12] highlight that the Arbitrage 
Pricing Model (APM) is widely employed to identify 
key factors, such as the market portfolio, that 
influence expected returns on individual assets. The 
model assumes that the stochastic behavior of asset 
returns follows a factor structure, allowing investors 
to analyze systematic risk. A notable advantage of 
the APM is that it enables arbitrageurs to exploit 
mispriced securities, potentially generating profits 
while maintaining market efficiency. The Arbitrage 
Pricing Theory (APT) posits that the prices of risky 
assets conform to the law of no-arbitrage. According 
to [13], equity returns are influenced by a range of 
macroeconomic state variables, such as GDP, 
inflation, or interest rates, with each asset’s risk 
premium being sensitive to the risk premium of these 
underlying factors. 
 
2.2 Empirical review 
Macroeconomic factors play a crucial role in shaping 
the performance of mutual funds, as they influence 
overall economic conditions, financial markets, and 
investor behavior. Variables such as inflation, 
interest rates, GDP growth, and monetary policy 
directly affect the cost of capital, risk perceptions, 
and investment decisions, thereby impacting fund 
returns and capital flows. Understanding the 
interaction between these macroeconomic indicators 
and mutual fund performance is essential for 
explaining variations in fund outcomes across 
different market conditions. The following sections 
review the empirical literature on the key 
macroeconomic determinants considered in this 
study. 
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2.2.1 Inflation 
Inflation generally erodes the real value of interest-
bearing assets, whereas equity mutual funds tend to 
be more resilient. However, higher inflation can push 
interest rates up, potentially increasing returns on 
these assets. Inflation also generates diverse effects 
across different financial assets and markets. The 
uneven impact of inflation across countries 
highlights differences in structural characteristics and 
varying degrees of external dependence within 
globally integrated financial systems, often linked to 
broader socioeconomic challenges [14]. 

Empirical evidence suggests that although higher 
inflation increases risk, mutual fund performance 
often improves [15]. Similarly, [16] report a positive 
correlation between inflation and the assets under 
management (AUM) of mutual funds. [17] also 
observe that inflation has a beneficial effect on the 
performance of equity mutual funds. [18] similarly 
finds that inflation exerts a positive influence on 
mutual fund returns. 

At the same time, other research highlights 
negative effects. [19] observe an inverse relationship 
between inflation and stock returns for portfolios of 
large and medium-sized firms, while [20] similarly 
find that higher inflation adversely affects overall 
stock market performance. Other evidence confirms 
similar patterns. [21] find that high inflation 
consistently leads investors to reduce equity mutual 
fund flows, reflecting a negative relationship 
between inflation and fund inflows. 
Overall, these findings indicate that inflation has 
heterogeneous effects on mutual fund performance, 
highlighting the importance of inflation dynamics in 
shaping mutual fund performance. 
 
2.2.2 Treasury bill rate (T-bill) 
The 12-month treasury bill rate is commonly used as 
a proxy for the risk-free interest rate in empirical 
studies. As a low-risk government-backed 
instrument, it serves as a benchmark for investment 
decisions. An increase in T-Bill yields tends to shift 
investor preferences toward safer, interest-bearing 
assets, reducing the attractiveness of equity mutual 
funds. Consequently, equity-oriented funds often 
exhibit an inverse relationship with T-Bill rates, as 
higher yields encourage a reallocation of capital 
away from riskier investments. 

Empirical evidence indicates that interest rates 
exert varying effects on mutual fund performance. 
[15] find a negative relationship, showing that rising 
rates reduce the attractiveness of equity investments 
and can lower fund returns. In contrast, [22] 
document homogeneous long-run significant positive 
impacts of T-Bill rates on mutual fund performance, 

while also identifying heterogeneous short-run 
significant negative effects, highlighting the complex 
and context-dependent influence of T-Bill rates on 
fund outcomes. 

Some studies, such as [23], report no statistically 
significant relationship between interest rates and 
mutual fund performance, emphasizing the 
importance of market-specific dynamics, which may 
be amplified by national socioeconomic conditions. 
This heterogeneity reflects the macroeconomic 
trilemma, whereby the interaction between monetary 
autonomy, exchange rate flexibility, and capital 
mobility conditions the transmission of 
macroeconomic policies to mutual fund performance 
[24]. 
Overall, these mixed findings suggest that the impact 
of interest rates on mutual funds is highly context-
dependent, shaped by market conditions, fund 
structure, and prevailing economic factors. 
 
2.2.3 GDP growth 
GDP growth reflects overall economic performance 
and the level of economic activity within an 
economy. An increase in GDP growth signals 
economic expansion, while a decline may indicate an 
economic slowdown or recessionary conditions. As 
such, GDP trends are closely monitored by investors, 
as improving economic conditions tend to encourage 
investment, whereas weakening growth may 
discourage participation in financial markets. 
Consequently, mutual fund performance is often 
linked to broader economic cycles, as investors 
adjust their strategies in line with real GDP 
developments. 

Empirical evidence on the relationship between 
GDP growth and mutual fund performance remains 
mixed. Some studies, such as [16] and [25], report no 
statistically significant relationship between GDP 
growth and mutual fund performance. In contrast, 
[19] find a positive relationship between GDP 
growth and stock returns, particularly for portfolios 
of large and medium-sized firms. Supporting this 
view, other studies, including [26] and [22], provide 
further evidence of a positive relationship, 
suggesting that periods of economic expansion tend 
to enhance the performance of equity-oriented 
mutual funds. 
Overall, these findings indicate that the impact of 
GDP growth on mutual fund performance is not 
uniform, but rather depends on market structure, 
fund characteristics, and broader economic 
conditions. 
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2.2.4 Monetary policy rate 
Central banks typically adjust monetary policy to 
steer interest rates, which in turn affects aggregate 
demand and the difference between actual and 
potential output, ultimately shaping inflationary 
pressures [27]. An increase in the central bank policy 
rate leads to higher borrowing costs and interest 
rates, thereby reducing the capital available to mutual 
funds and potentially lowering their returns. 

[27] investigated how bond fund flows relate to 
stock market performance and financial policies 
across both developed and developing economies. 
Their results indicate a negative bidirectional 
relationship between bond flows and market returns 
in developed countries when fiscal and monetary 
policies are active. In contrast, in developing 
economies, bond fund flows tend to follow past 
market returns. The study also finds that 
expansionary monetary policies reduce bond flows, 
whereas expansionary fiscal policies have a positive 
effect. Furthermore, bond funds tend to perform well 
during periods of low economic activity in both types 
of economies. [28] analyzed the relationship between 
monetary policy and mutual fund flows, as well as 
the potential implications for financial stability, 
using data spanning 2000–2014. Their findings 
indicate that unexpected tightening in monetary 
policy tends to trigger sustained outflows from bond 
mutual funds. In contrast, when monetary policy is 
tighter than anticipated, equity funds experience net 
inflows. Similarly, [29] reports a generally positive 
relationship between monetary policy and stock 
market returns. 

Building on these findings, [30] emphasizes that a 
stable and expansionary monetary policy further 
supports investment by keeping inflation moderate, 
interest rates manageable, and the money supply 
predictable. This stability allows investors to plan 
long-term investments with greater confidence in 
macroeconomic conditions such as GDP and 
inflation. Conversely, a restrictive monetary policy, 
such as those implemented in the Eurozone after the 
COVID-19 crisis, raises interest rates and reduces 
money supply, which can lower the attractiveness of 
equity funds by increasing corporate costs and 
decrease bond fund returns as the value of issued 
bonds falls [31]. 

[32] find that contractionary monetary shocks 
strengthen the positive link between income and net 
wealth across countries, even though this effect does 
not follow a common dynamic. This indicates that 
central banks can directly influence wealth and 
income, which in turn shapes capital allocation 
through investment decisions. Therefore, these 
findings highlight the crucial role of monetary policy 

in shaping investment conditions, highlighting the 
role of monetary policy in shaping investment 
conditions and mutual fund performance. 
 
 

3 Methodology 
This study examines the key macroeconomic 
determinants of mutual fund performance in a 
developing economy, with a focus on Albania, 
highlighting its relevance for policymakers and 
financial market participants. The analysis is based 
on secondary annual data from 2015 to 2024, 
obtained from the Albanian Financial Supervisory 
Authority, the Bank of Albania, and the Albanian 
Institute of Statistics, initially resulting in a time 
series dataset of 10 observations. However, due to 
data availability constraints and transformation 
requirements of the dependent variable, the final 
econometric estimation is conducted on a reduced 
sample of N = 7 observations, which is explicitly 
reported to ensure full transparency. 

In order to achieve the aims of this research, 
multiple regression analysis is applied, a prominent 
statistical technique in the social sciences [33] that 
allows for assessing how several explanatory 
variables collectively influence one outcome variable 
[34], [35]. To determine the most relevant predictors 
while controlling for multicollinearity and 
overfitting, the stepwise regression technique is 
employed, which iteratively adds or removes 
explanatory variables based on statistical criteria, 
retaining only those that meaningfully explain 
variations in the dependent variable. Given the 
limited sample size and the exploratory nature of the 
study, stepwise regression is adopted as a 
parsimonious modelling approach that prioritizes 
model stability over excessive parameterization. 

The dependent variable is mutual fund returns 
(RET), defined as the change in the net asset value of 
investment funds. To improve its statistical 
properties and reduce heteroscedasticity concerns, a 
logarithmic transformation is applied, resulting in 
ln(RET). It is acknowledged that this transformation 
excludes non-positive return values, contributing to 
the reduction in the effective sample size. The study 
therefore aims to explain variations in ln(RET) based 
on selected macroeconomic indicators.  

The independent variables considered in this 
study are key macroeconomic indicators expected to 
influence mutual fund performance in Albania. 
These variables are selected based on established 
literature in financial markets and emerging 
economies:  

Inflation (INF): Measured as the annual 
percentage change in the Consumer Price Index 
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(CPI), capturing fluctuations in the general price 
level that may influence the real returns and 
performance of mutual funds. 

Treasury bill rate (DTB): Measured as the change 
in the 12-month government treasury bill interest 
rate, reflecting short-term borrowing costs and the 
opportunity cost of capital, which can affect 
investors’ allocation decisions and mutual fund 
returns. 

Gross Domestic Product growth (GDP): 
Represents the real annual growth rate of the 
economy, indicating overall economic expansion, 
which is expected to positively impact the 
performance of mutual funds through improved 
market conditions. 

Monetary policy rate (DMPR): Measured as the 
change in the central bank’s base interest rate 
resulting from monetary policy decisions, capturing 
the stance of monetary policy and its effect on 
financial markets and, consequently, on mutual fund 
performance. 

 
To examine the relationship between 

macroeconomic indicators and mutual fund 
performance, the study formulates the following 
hypothesis: 

H0: There is no significant relationship between 
the selected macroeconomic variables and mutual 
fund returns. 

 
The overall regression model used in this study is 

specified as follows: 
ln(RETt) = β0 + β1 INFt + β2 DTBt + β3 GDPt +  

β4 DMPRt + εt    (1) 
Where the variables are defined as follows: 
Β0 – regression intercept  
Β1–β4 – coefficients of the independent variables  
INFt – annual inflation rate  
DTBt – annual change in the treasury bill rate 
GDPt – real annual GDP growth rate 
DMPRt – annual change in monetary policy rate  
εt – error term 
 
After estimating the regression model, a series of 

statistical and diagnostic tests were conducted using 
SPSS to assess the robustness and validity of the 
empirical results. The overall model significance was 
evaluated using the ANOVA F-test, while the 
statistical significance of individual coefficients was 
assessed through t-tests, in order to identify which 
macroeconomic variables had a meaningful impact 
on mutual fund returns. 

Multicollinearity among the independent 
variables was examined using the Variance Inflation 
Factor (VIF), where values above 5 indicated 

potential multicollinearity concerns. The presence of 
serial correlation in the residuals was tested using the 
Durbin–Watson statistic. Finally, residual diagnostics 
were performed to evaluate key classical linear 
regression assumptions, including normality, 
homoskedasticity, and the zero-mean property of the 
error term, ensuring the adequacy of the model 
within an exploratory econometric framework. 

Given the small-sample nature of the dataset, the 
empirical analysis is interpreted within an 
exploratory econometric framework, and results are 
understood as indicative rather than strictly causal. A 
detailed discussion of methodological limitations is 
provided in a separate section. 
 
 

4 Discussion 
This section presents a discussion of the study 
findings, beginning with the descriptive analysis of 
the variables and subsequently interpreting the 
regression results in the context of mutual fund 
performance and key macroeconomic indicators. 

Table 1. presents the descriptive statistics of the 
dependent variable and the selected macroeconomic 
indicators. The results indicate that GDP growth 
exhibits relatively higher variability compared to 
inflation, the treasury bill rate, and the monetary 
policy rate. The dependent variable, ln(RET), is 
derived from a logarithmic transformation of mutual 
fund returns. Due to the presence of non-positive 
values in the original dataset, the final estimation 
sample is reduced to N = 7 observations, reflecting 
only those cases for which the transformation was 
feasible 

 
Table 1. Descriptive Statistics of Dependent and 

Independent Variables 
Variable Mean Std. Deviation N

ln(RET) 21.9141 1.18221 7

INF 2.2986 1.12258 7

DTB 0.0129 0.37690 7

GDP 3.0429 3.63357 7

DMPR 0.0506 0.70932 7

Source: Authors’ calculations using SPSS 
 
Table 2. reports the Pearson correlation matrix 

among the study variables. The results show that 
ln(RET) is positively correlated with GDP growth (r 
= 0.789), suggesting that higher economic activity is 
associated with improved mutual fund performance. 
A strong correlation is also observed between 
inflation and the monetary policy rate (r = 0.941), 
reflecting the close relationship between price 
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dynamics and monetary policy responses. Other 
correlations with ln(RET) remain relatively weak, 
indicating that GDP growth is the most closely 
associated macroeconomic factor 

 
Table 2. Pearson Correlation Matrix of Study 

Variables 
Variable ln 

(RET) 
INF D 

TB 
GDP D

MPR
ln 
(RET) 

1.000 0.306 0.076 0.789 0.193

INF 0.306 1.000 0.391 0.242 0.941
DTB 0.076 0.391 1.000 -0.190 0.260
GDP 0.789 0.242 -0.190 1.000 0.249
DMPR 0.193 0.941 0.260 0.249 1.000

Source: Authors’ calculations using SPSS 
 

Table 3. reports the Variance Inflation Factor 
(VIF) results used to assess potential 
multicollinearity among the independent variables. 
The obtained VIF values are all close to unity, 
indicating a low degree of linear dependence 
between the explanatory variables and suggesting 
that multicollinearity does not pose a concern for the 
estimated model. Although the correlation matrix 
reveals a relatively strong pairwise association 
between inflation and the monetary policy rate, this 
relationship does not manifest as multicollinearity 
within the multivariate regression framework. This 
implies that, once other variables are controlled for, 
the explanatory variables retain sufficient 
independence to ensure stable and reliable coefficient 
estimation 

 
Table 3. VIF Test Results 

Variable INF DTB GDP DMPR

VIF 1.062 1.038 1.000 1.066

Source: Authors’ calculations using SPSS 
 
The results presented in Table 4 summarize the 

outcomes of the stepwise multiple regression 
analysis, conducted to examine the relationship 
between key macroeconomic indicators and mutual 
fund returns in Albania. The stepwise procedure 
allows the model to retain only those explanatory 
variables that make a statistically significant 
contribution to the variation in the dependent 
variable, while excluding variables with limited 
explanatory power. 

The results indicate that GDP growth is the only 
statistically significant determinant of mutual fund 
returns. The positive coefficient of GDP (β = 0.257) 
suggests that a 1-percentage-point increase in real 
GDP growth is associated with an average increase 

of approximately 0.257 units in ln(RET), indicating a 
positive association between economic activity and 
fund performance. This finding is consistent with 
macroeconomic theory, as higher GDP growth 
typically reflects improved economic conditions, 
including stronger corporate earnings, increased 
investor confidence, and enhanced market liquidity. 

In contrast, inflation (INF), the treasury bill rate 
(DTB), and the monetary policy rate (DMPR) are not 
statistically significant and do not contribute 
meaningfully to explaining variations in mutual fund 
returns within the stepwise specification. This may 
suggest a limited responsiveness of mutual fund 
performance in Albania to short-term fluctuations in 
monetary policy and inflationary pressures during the 
observed period. One possible explanation is that 
these macro-financial variables exhibited limited 
variability or were largely anticipated by market 
participants, thereby reducing their immediate impact 
on fund performance. Furthermore, the limited scale 
and evolving structure of the Albanian mutual fund 
market indicate that investment behavior may be 
more strongly shaped by long-term macroeconomic 
conditions than by short-term policy fluctuations. 

The constant term (β = 21.133) is statistically 
significant and captures the baseline level of ln(RET) 
not explained by the included macroeconomic 
variables. 

Overall, the stepwise regression results suggest 
that GDP growth is the primary macroeconomic 
factor associated with mutual fund performance in 
Albania, while other variables do not provide 
additional explanatory power within this model 
specification. 

 
Table 4. Regression Output 

Variable Coefficient (β) t-Statistic p-value (Sig.)

INF 0.122 0.392 0.715

DTB 0.235 0.809 0.464

GDP 0.257 2.872 0.035*

DMPR -0.004 -0.012 0.991

Constant 21.133 52.116 <0.001**
Source: Authors’ calculations using SPSS 

 
Note:*Significance: *p < 0.05, **p < 0.1 
 

Table 5. presents the model fit statistics for the 
regression model examining the influence of GDP on 
mutual fund returns. The model demonstrates 
relatively strong explanatory capacity, with R² = 
0.623 and an adjusted R² of 0.547, suggesting that 
approximately 55% of the variation in mutual fund 
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returns is accounted for within the estimated model 
specification. The ANOVA results (p = 0.035) 
confirm the model’s overall statistical significance. 
Additionally, selection criteria including AIC (-
1.556), APC (0.679), Cp (0.050), and BIC (-1.664) 
suggest that the model achieves an appropriate 
balance between explanatory power and parsimony. 
The PRESS value of 5.115 further points to 
acceptable predictive performance within the 
limitations of the available sample. Overall, the 
findings provide empirical evidence supporting the 
relevance of GDP growth as a key factor associated 
with mutual fund performance in the Albanian 
market 

 
Table 5. Regression Model Fitness, Significance, and 

Selection Criteria 
Metric Value

R² 0.623

Adjusted R² 0.547

Significance F (ANOVA) 0.035

Akaike Information Criterion (AIC) -1.556

Amemiya Prediction Criterion (APC) 0.679

Mallows' Prediction Criterion (Cp) 0.050

Schwarz Bayesian Criterion (BIC) -1.664

Prediction Sum of Squares (PRESS) 5.115

Source: Authors’ calculations using SPSS 
 

Table 6. presents the residuals and diagnostic 
statistics for the regression model. The mean of the 
residuals is approximately zero (0.000) and the 
standard deviation is 0.726, indicating that the 
residuals are centered and exhibit a relatively stable 
distribution. The minimum and maximum 
standardized residuals (-1.638 and 1.079, 
respectively) fall within acceptable ranges, 
suggesting the absence of extreme outliers. The 
Durbin-Watson statistic of 2.224 suggests that no 
substantial autocorrelation is present among the 
residuals, indicating that successive errors are 
independent over time. Together, these results 
provide support for the adequacy of the regression 
model and indicate that the residual behavior is 
generally consistent with the assumptions underlying 
the linear regression framework 

 
Table 6. Residuals and Diagnostic Statistics 

Statistic Value

Residual Mean 0.000

Residual Std. Deviation 0.726

Minimum Residual -1.303

Maximum Residual 0.858

Minimum Standardized Residual -1.638

Maximum Standardized Residual 1.079

Durbin-Watson 2.224

Source: Authors’ calculations using SPSS 
 

In conclusion, the analysis suggests that GDP 
growth represents the main macroeconomic factor 
associated with mutual fund returns in Albania, 
highlighting the potential importance of 
macroeconomic expansion in shaping investment 
outcomes. The findings indicate that broader 
economic conditions, particularly trends in economic 
growth, may provide useful insights for investors and 
fund managers when evaluating portfolio strategies 
and risk considerations. 
 
 

5 Conclusion 
This study provides an empirical analysis of the 
relationship between macroeconomic conditions and 
mutual fund returns in Albania, using stepwise 
regression to identify the most influential 
determinants. The results indicate that GDP growth 
is the only statistically significant predictor, 
exhibiting a positive association with fund 
performance. This relationship suggests that periods 
of stronger economic expansion are associated with 
higher asset values and improved portfolio returns, 
highlighting the Albanian market’s greater 
responsiveness to broader macroeconomic conditions 
rather than short-term fluctuations in interest rates or 
prices. 

The stepwise regression approach allowed for a 
parsimonious selection of variables, excluding those 
with limited explanatory contribution and supporting 
a more focused model specification. In contrast, 
inflation, treasury bill rates, and the monetary policy 
rate were not statistically significant, which may 
reflect their relative stability during the observed 
period or the possibility that short-term adjustments 
in these indicators had already been incorporated into 
market expectations. These findings suggest that 
mutual fund performance in Albania is more closely 
associated with overall economic growth than with 
short-term monetary conditions, providing 
potentially useful insights for investors and fund 
managers when evaluating investment strategies 
within a macroeconomic context. 

Diagnostic checks indicate that the estimated 
model satisfies acceptable statistical properties, with 
no evidence of substantial multicollinearity or 
autocorrelation. However, given the limited sample 
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size, the findings should be interpreted within an 
exploratory framework and with appropriate caution. 

Based on these findings, investors and fund 
managers are encouraged to closely monitor broader 
macroeconomic developments, particularly trends in 
economic growth, when designing portfolio 
strategies and evaluating investment opportunities. 
Likewise, policymakers may consider the importance 
of maintaining stable economic conditions that 
support sustainable financial market development 
and investment performance. 

Limitations and Directions for Future Research: 
Given that the Albanian mutual fund market is 
relatively young and still in a developing stage, this 
study incorporates all available years of data to 
ensure the broadest possible coverage of the market 
during the observed period. However, the effective 
sample size remains limited, which may reduce 
statistical power and requires caution when 
interpreting the findings or extrapolating the results 
to longer-term trends, broader market dynamics, or 
potential structural changes in the financial 
environment. 

Furthermore, the analysis focuses exclusively on 
Albania, which restricts the generalizability of the 
findings to other developing countries with different 
economic structures, regulatory frameworks, or 
levels of financial market development. Future 
studies incorporating evidence from Balkan countries 
or other emerging economies may contribute to a 
broader understanding of the relationship between 
macroeconomic conditions and mutual fund 
performance, while also revealing potential 
differences and common patterns across markets 
with varying economic and financial characteristics. 

Additionally, the study relies solely on secondary 
data, which may not fully capture market 
expectations, investor behavior, or other qualitative 
factors that may influence fund returns. 
Incorporating primary data sources, such as surveys 
or interviews with fund managers, institutional 
investors, and market participants, could provide 
deeper insights into decision-making processes, risk 
perceptions, and market dynamics, ultimately leading 
to more informed implications for investment 
practice and policy development. 
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