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( 1) Goetzmann
1
Table 1 The definition and metrics of variables
Performence
Pudiv
Invsize
Shr_Size
Bdl
Beta
Var
Skew
2.3 )
2
0 (
0.906
( (0) 13.93
0. 87 (
R 26.8%
). 20% -0.007 1 10%
0.83 80%
0. 83. 21 (
3
1.558%
0.031%
2
Table 2 Collections of statistics of paper
2002 2003 2004 2005 2006 2007
77 101 141 184 254 290 1047
0.90 0.93 0.90 0.89 0.87 0.83 0.87
33.06 16.38 21.33 18.21 18.94 23.03 21.06
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3
Table 3 Statistics of variable in different group
(%)
( Performance) ( Shr_Num) ( Pudiv) ( Shr_Num)
0. 031 45.54 0.871 21.26
2 0. 028 19.75 2 0.858 27.77
3 0. 044 16. 36 3 0. 857 23.19
4 0.041 14. 80 4 0. 881 18.28
1.558 8.02 0. 906 13.93
4
Table 4 Collections of hypotheses test result
T
e Intercept 0.19 13.03
Pudiv -0.007 1 -1.70°
Invsize —-0.000 4 -1.21
Shr Size -0.008 6 - 12,45
Bdl 6. 14 7.16**
Beta -0.0128 -5.34%
Var 26.25 11,347
Skew -0.0015 -3.36**
0.1 o 0.01
(1)
1 (2)
(3) )
2006 —
2010
( . 10
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Table 5 Collections of mutual fund buy-sell portfolios” CAR( %)
k=-20 |k =-15 |k =-10 | k =-5 k=0 k=5 k=10 k=15 k=20
4.76 4.33 3.66 2.62 1.31 2.01 2.62 3.13 3.48
0.16 0. 10 -0.04 -0.15 -0.32 -0.32 -0.28 -0.05 0. 06
— 4. 60 4.22 3.70 2.77 1.63 2.33 2.90 3.18 3.42
Tk
4 N
( )
Kumar

. ...9
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Is underdiversification caused by superior information or psychological bias:
The theoretical explanation and empirical test based on information allocation

CHEN Wei' YUAN Ziia®
1. The China Center of Capital Market Research Xiamen University Xiamen 361005 China;
2. Guosen Securities( HK) Asset Management Company Limited Hong Kong 999077 China

Abstract: This paper examines the portfolio selection problem when investors should pay for information acqui—
sition and have psychological bias. We propose a model to analysis the interaction between information choice
and investment choice and find that the investor’ s optimal information acquisition strategy is using all the in—
formation to learn about the asset with the highest Sharpe ratio which induce an under-diversification portfoli—
o. The model also shows the psychological bias will cause an under-diversification portfolio. We use all mutual
fund trade data between 2002 and 2007 in Shenzhen Stock Exchange to examine our hypothesis. The empirical
evidence supports the hypothesis of asymmetric information hypothesis. Under-diversification portfolio is
caused by superior information of mutual funds in Chinese Stock Markets.

Key words: underdiversification; Bayesian learning; portfolio selection; psychological bias; asymmetric in—

formation



