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Abstract

Purpose: Exchange-Traded Funds (ETFs) are among the most important indirect investment instruments, and
evaluating their performance has become increasingly significant due to their growing presence in the Iranian capital
market. This study aims to assess the performance of ETFs using the Weighted Russell Directional Distance Model
(WRDDM) and to compare their efficiency from the perspectives of risk and return.

Methodology: This study employs a non-radial Data Envelopment Analysis (DEA) approach, namely the WRDDM, to
evaluate the performance of exchange-traded funds listed on the Tehran Stock Exchange. The analysis is conducted
under different risk—return scenatios and incorporates various weighting schemes for inputs and outputs.

Findings: The results indicate that, compared with traditional performance evaluation measures, the WRDDM provides
greater discriminatory power in distinguishing efficient and inefficient funds and offers a more accurate ranking of fund
performance. Furthermore, the efficiency of the funds varies across different risk and return scenarios.

Originality/Value: The main contribution of this study lies in applying the WRDDM to evaluate the petformance of
ETFs listed on the Tehran Stock Exchange. By simultaneously considering multiple risk and return indicators and
allowing for the incorporation of investors’” preferences through different weighting structures, the model provides a
flexible and practical framework for ranking and selecting investment funds.

Keywords: Exchange-traded funds, Data envelopment analysis, Weighted Russell directed distance model, Performance,
Risk and return evaluation.
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Table 1- Landa weights.
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Table 2- Time weights.
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Table 3- Fund inefficiency rate.
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Table 4- Ranking of funds using the Russell model.
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Table 5- Ranking of funds based on Sharpe ratio.
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Table 6- Ranking of funds based on Sortino ratio.
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Table 7- Comparison of rankings.
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Table 7- Continued.
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