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Table 2 Stock market returns and division of the bull and bear market
2005 2006 2007 2008 2009 2010
1242.77 1 180.96 2 641.33 5393.34 1 880.72 3243.76
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3 2005 2008
3 :(1) 1 2006 2008
2007 2009 N
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2005 2010 N
I, 2010
(2) 2 2006 2007 2009
2007 4.
3
Table 3 Comparison mean of cross grouping sub samples’ risk adjustment
1:
P P
2006( 6 6) 16 1.228 12 1.132 8 1.055 0.076 0.069
2007( 6 6) 41 0.725 25 0.830 16 0.937 0.073 0.085
2009( 6 6) 50 1.216 32 1.352 17 1.477 0.071 0.059
107 1.029 69 1.125 41 1.184 0.117 0.125
2:
P P
2006( 6 6) 37 0.939 24 0.921 16 0.871 0.069 0.063
2007( 6 6) 42 0.884 26 0.757 13 0.685 0.054 0.046
2009( 6 6) 49 1.278 34 1.157 22 1.040 0.089 0.091
128 1.051 84 0.965 51 0.896 0.121 0.132
3:
P P
2005(6 6) 4 0.672 0.581 3 0.512 0.064 0.050
2008( 6 6) 9 3.860 5 2.564 4 1.542 0.031 0.032
2010( 6 6) 26 1.152 12 1.151 5 1.176 0.846 0.902
39 1.727 20 1.419 12 1.132 0.613 0.443
4.
P P
2005(6 6) 11 0.524 6 0.590 6 0.675 0.085 0.074
2008( 6 6) 46 2.59%4 32 2.459 22 2.009 0.819 0.919
2010( 6 6) 22 1.120 13 1.237 5 1.374 0.077 0.081
79 1.895 51 1.927 33 1.670 0.583 0.525

Kruskal-Wallis
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Table 4 Regression results of performance ranking’ s effect on risk adjustment
1 2 3 4
0.357(0.71) 1.072(3.9 %) -0.368( - 0.06) -9.146( - 1.64)
Lnasset 0.024(0.99) -0.010( - 0. 86) 0.049( 2. 16*%) 0.504(2.13**)
fndyear 0.077(4.28*) 0.043(3.95™) 0. 124( 0. 49) 0. 000( 0. 000)
type ~0.063( - 0.91) 0.055( 1.49) 0.263(0.28) 0.981( 1.5)
Rntperc —0.113( - 2.23*) —0.276( - 2.47**) 1.442(1.87") - 0.394( - 0.18)
Ad - R? 0. 227 0.296 0. 024 0. 098
F 5.48 4.86 3.21 2.01
N 107 128 39 78
. Lnasset () i fndyear ( )5 type
1 0; TR 1% 5% 10%
11.9% ~ 36.8% 2006
— 3 4 2007 :(2)
0.03% ~ 64.7% 2005
2010
4 2.8% ~ 62.9% 2005 2010
4.1
5. 5
(1) 0.3%
~43.7% 2007 2009
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5
Table 5 Comparison mean of two-dimensional cross grouping sub samples’ performance ranking changes
(6 6) (66) (6 6)
0.003 -0.231 0.029 -0.295 0.072 -0.368 30
2006
0.304 -0.119 0.288 -0.159 0.246 -0.287 457F%
0.113 -0.241 0.136 -0.312 0. 145 -0.325 69 ***
2007
0.253 -0.137 0.326 -0.172 0.400 -0.337 75 ***
0. 164 -0.127 0.283 -0.153 0.437 -0.241 56 ***
2009
0.123 -0.160 0.132 -0.236 0.155 -0.328 40 FF*
0.211 -0.306 0.308 -0.395 0.469 -0.437 49 7F%
2005
0.296 -0.217 0.485 -0.366 0.647 -0.564 477F%
0.346 | -0.028 0.401 -0.068 0.435 -0.091 165 ***
2008
0.0003 | -0.319 0.120 -0.349 0.160 -0.352 85
0.291 -0.183 0.306 -0.250 0.412 -0.292 119 ***
2010
0.198 -0.303 0.311 -0.473 0.362 -0.629 152 %%
Kruskal-Wallis N 1%5% 10%
4.2
6. 6
(1) 1 2007 2009
2007
1 (2) 5
2006 2007 2009
2007
; (3) 3
2005 .2008 2010
2007

2010
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1:

P P
2006 16 0. 121 12 0.107 8 0.122 0.979 0.948
2007 41 0. 169 25 0.232 16 0.323 0.207 0.277
2009 50 0.153 32 0.194 17 0.235 0.795 0.783
107 0.154 69 0.193 41 0.247 0.372 0. 459
2:

P P
2006 37 -0.204 24 -0.261 16 -0.331 0. 349 0.375
2007 42 -0.128 26 -0.201 13 -0.374 0.078 0.122
2009 49 -0.189 34 -0.213 22 -0.287 0.731 0.671
128 -0.174 84 -0.223 51 -0.323 0. 069 0.076

3:

P P
2005 4 0.229 3 0.383 3 0.383 0. 841 0. 802
2008 9 0.129 5 0. 351 4 0. 499 0.323 0. 321
2010 26 0. 026 12 0.244 5 0.387 0.048 0.038
39 0.071 20 0.292 12 0.424 0. 006 0. 006

4.

P P
2005 11 -0.178 6 -0.328 6 —-0.328 0. 495 0. 465
2008 46 -0.233 32 -0.263 22 -0.248 0.904 0. 887
2010 22 -0.370 13 -0.383 5 -0.384 0.989 0.976
79 -0.263 51 -0.301 33 -0.283 0.767 0.813

T Kruskal -Wallis
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Tournament and fund risk adjustment: Theoretical model building and em-
pirical analysis

XIAO Ji-hui' PENG Wen—ping’

1. School of Management Jinan University Guangzhou 510632 China,
2. School of Economics & Management South China Normal University Guangzhou 510631 China

Abstract: This paper constructs a theoretical model to prove that stock market cycle investment style and the
quality of risk assets exert an interactive influence on the relationship between the winners ‘or losers” perform—
ance ranking and risk adjustment. In a bull market high-quality-asset-holding loserswith lower rankings make
greater risk adjustments and high-quality-asset-holding winners with higher ranking-make less risk adjust-
ments. In a bear market conservative-high—quality-asset-holding loserswith lower rankingsmake less risk ad-
justments and conservative-high—quality-asset-holding winners with higher rankings make greater risk adjust—
ments. The empirical test of the theoretical model inference by using a sample of open-ended funds during
2005 -2010 shows supportive evidence. Risk adjustments of winners or losers have remarkable economic con—
sequences. Losers have significant improvements on performance ranking while winners show substantial de—
cline at the end of the year. It is also proved that the performance of losers with lower rankings improves more
and the performance of winners with higher rankings drops more.

Key words: tournament; open-ended fund; risk adjustment



