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Table 1 Descriptive statistics
25% 75%
Flow,; , -0.027 0.192 —-0.087 -0.036 —-0.008
rei_ex, 0.027 0.073 ~0.014 0.026 0.074
ret_ex; ,_ 0. 031 0.079 -0.011 0.031 0.079
rel_ex; ,_, 0.024 0. 081 -0.017 0.023 0.073
Daily_sd; , 0. 008 0. 003 0. 006 0. 008 0.011
indusgr; , 0. 046 0. 189 -0.091 0.042 0. 142
scale; 0. 266 1. 166 -0.307 0.432 1. 091
cp_ scale; , 0. 493 0. 994 -0.171 0. 663 1.091
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Table 3 Results of OLS and semi-parametric regression
A. OLS B.
ret_ex; 0.785 4*** 0.103 0 —
ret_ex; , 0. 608 7*** 0.061 0 0. 662 8 *** 0.062 1
ret_ex; 0.253 9*** 0.054 8 0.263 7*** 0.054 5
daily_sd; , -2.908 0 1.550 1 -2.950 6" 1.579 0
indusgr; , 0.042 6" 0.022 6 0.027 6 0.023 6
scale; , 0. 009 0** 0.004 3 0.008 9** 0.004 2
cp_ scale; -0.0023 0.004 8 -0.003 4 0.004 8
agey X ret_ex; ,_, -0.1580 0.149 1 - 0.310 4% 0.031 1
age, X ret_ex; ,_, - 0.439 8*** 0.149 0 - 0.596 27 0.027 8
ages X ret_ex; ,_, -0.362 4% 0.175 1 —0.486 47 0.028 9
age s Xrel_ex; - 0.588 0*** 0.165 1 - 0.661 9*** 0.012 1
- 0.067 8*** 0.0159 0.001 5 0. 004 0
R? 0.10 0.12
2 060 2 060
: 10% ** 5% *** 1%.
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Table 4 Estimated risk preference and realized risk preference change
0.154 27 0.140 17 2.178 7%
(0.020 3) (0.014 3) (0.702 5)
—0.429 47 ~0.581 9% -0.338 8
(0.0225) (0.018 7) (0.017 8)
-0.000 2" -0.000 2 -0.0036"
(0.000 1) (0.000 0) (0.002 0)
0.021 3** 0.009 5 0.879 5
X
(0.010 2) (0.007 0) (0.3540)
0.002 8 *** 0.003 2 *** 0.056 6
(0.000 2) (0.000 1) (0.004 8)
R? 0.198 0.396 0. 165
2 060 2 060 2 060

10%

*%

5% ***

1%.
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Star effect and bottom effect in flow-performance relationship: A principal-
agent analysis

YANG Kun CAO Hui SONG Shuang-ie
The School of Economics of Shanghai University of Finance and Economics Shanghai 200433  China

Abstract: Based on the 2005 — 2010 quarterly data we estimate the nonlinear relationship of mutual fund
flow-performance using partial linear semi-parametric estimation methods. We also derived the risk preferences
of fund managers from the estimated relation curve and test its efficiency with the real data. This paper sug—
gests no “redemption anomaly” but “star and bottom effects” in the PFR which is very different from early re—
search ' > . Meanwhile our PFR curve is flat in the middle but much steeper at the two ends which means
that fund managers with relatively better interim performances should take more risk but others with not so good
interim performance should be more risk-averse. This result has some interesting implications for the develop—
ment of mutual fund industry.

Key words: PFR; risk preference; star effects; bottom effects; semi-parametric estimation
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