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Table 1 Representative platform characteristics of fund flow implantation
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FIl ( Flow _Net)
Platform. 17.87% -5.78%
Year( ) Fund(
).
( WFII)
0.361 7
FII x Platform WFII
2.3 ( Rm)
2
2
Table 2 Descriptive statistics of main variables
P25 P50 P75
Flow_Net 15 105 0.178 7 1.232 4 -0.1820 -0.057 8 0.048 5
WFII 15 105 0.3617 0.139 5 0.264 3 0.342 8 0.4410
Ret 15 105 0.042 5 0.199 8 -0.108 4 0.008 1 0.1610
Rank 15 105 0.338 5 0.176 2 0.2322 0.3337 0.4510
FundSize 15 105 19.967 9 1.8512 18.765 6 20.121 6 21.329 0
Age 15 105 3.9735 0.700 5 3.370 7 3.966 5 4.556 0
FamilySize 15 105 23.747 3 1.498 7 22.995 1 23.878 0 24.695 6
Dividend 15 105 0.018 6 0.089 0 0.000 0 0.000 0 0.000 0
Vol 15 105 0.0153 0.005 1 0.011 8 0.014 7 0.017 9
Rm 15 105 0.024 5 0.159 5 -0.076 3 0.032 1 0.061 0
FII x Platform
3 3(1)
0.262 0 1%
3.1
26.20% (17.87%)
(3) 1.5 3
3
Table 3 Fund flow implantation and investor selection
Flow_Net
(1) (2) (3) (4) (5)
) -0.0355 -0.0370 -0.0354 -0.036 6 -0.0330
o ( -0.508 8) ( -0.529 4) ( =0.5042) ( -0.5153) ( -0.463 1)
FIl xPlaform 0.262 07 0.262 57 0.281 0™ 0.289 27** 0.283 1***
(2.711°8) (2.7157) (2.903 6) (2.980 6) (2.9209)
Platform —-0.195 4** —-0.194 0** -0.217 7% —-0.191 4** -0.190 2**
(-2.370 1) (-2.359 1) ( ~2.636 6) (-2.3167) (-2.303 1)
0. 006 6 -0.009 7 -0.006 6 -0.006 8
Log Flow (0.436 8) ( ~0.657 0) (-0.4357) ( —0.448 5)
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3
Table 3 Continues
Flow_Net
(1) (2) (3) (4) (5)
1.031 7**
Ret
(10.594 8)
0. 825 5™
Rank ’
(11.366 6)
-0.1803
Low_Rank
(-0.2614)
0.905 9***
Mid_Rank ’
(11.990 8)
-3.516 0
High_Rank
(-1.618 3)
. —0.543 37 —0.545 9% —0.548 4% —0.549 0% —0.549 8
FundSize
( -21.0928) ( -21.3725) ( -21.4093) ( -21.4181) ( —21.4565)
A 0. 146 37 0. 146 27 0.161 0™ 0.179 1 *** 0.183 7***
e
& (3.1802) (3.1846) (3.526 2) (3.917 6) (4.0159)
o 0.094 0** 0.094 4** 0.078 5** 0.083 7°** 0.086 6**
FamilySize
(2.441 8) (2.4535) (2.0757) (2.224 2) (2.298 4)
0.080 1 0.070 6 0.061 3 0.070 6 0.075 6
Dividend
(0.6120) (0.5275) (0.461 8) (0.539 6) (0.576 8)
Vol 16. 899 6 *** 16. 812 4 *** 6.899 3 4.112 8 5.789 4
0
(4.099 7) (4.085 3) (1.6397) (0.972 1) (1.342 4)
R 0. 173 97 0. 170 87 -0.734 7% -0.183 7** -0.1750**
m
(2.609 3) (2.578 8) ( -6.6779) (-2.3747) (-2.2201)
/ Yes Yes Yes Yes Yes
15 105 15 105 15 105 15 105 15 105
Adj. R? 0.197 5 0.197 5 0.206 1 0.206 6 0.206 8
T N 1% 5% 10%
3 (5) 1.
3.2
( Mid_Rank) ( High _
Rank) [13 »
24
3.2.1
APP
25 26
)
[ »
o Logit
« »
Logit
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vYear, + OFund,) +& (4)
Fil,
Platform, i
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1 0. Platform,,
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4 (1) 4 (4)
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Table 4 Motivation analysis: Catering to platform
FIi
(1) (2) (3) (4
0.6951° 0.707 7** |0.718 0™ |0.714 9**
Platform
(1.9513) | (1.9803) | (1.9982) | (1.989 3)
-0.290 7
Ret
(-0.436 1)
0.279 6
Rank
(0.564 4)
3.256 4
Low_Rank
(0.385 2)
0.172 4
Mid_Rank
(0.325 1)
6.118 0
High_Rank
(0.514 8)
Yes Yes Yes Yes
/
Yes Yes Yes Yes
1 694 1 694 1 694 1 694
Pseudo R* | 0.098 7 0.098 9 0.099 0 0.099 4
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3.2.2
2
(3)
5 (1) 5 (2
FII x Plaiform
29
(3)
5 (3) ~ 5 (4
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Table 5 Motivation analysis: Catering to investors” salience-ike preference
(1) (2) (3) (4) ( Vol)
o -0.0473 | 0.0730 | -0.1896" | 0.1126 Clifford
(-0.5527) | (0.7779) |( -1.8740) | (0.8374) thor
0.3266™ | 0.1736 | 0.397°* | 01421 (1v) (V)
FII X Platform
(2.5225) (1.3939) (3.044 5) (0.838 0)
-0.1983" | -0.0651 -0.1218 | -0.1600
Platform 863 2 0. 540 293 0 277 8 ° ( 1) ° ( 3)
-1 -0. -1 -1
( ) [(-0.507) |( ) [(-1.2779) ( Vol)
Yes Yes Yes Yes
; (1v) FII x Platform ;
Yes Yes Yes Yes ( SV)
6 380 6 363 6 267 7012
Adj. R 0.1277 0.1180 0.2252 0.117 8
3.3
Clif-
ford %
6
Table 6 Economic consequences analysis
Vol A4 SV IRR
(1) (2) (3) (4) (5) (6) (7)
0.364 8 0.296 7" -0.0195 0.741 8 -0.040 2" -0.016 6 0.078 2
Fil
(1.288 1) (1.804 3) ( =0.090 2) (0.8039) (-1.7040) | ( —-0.984 8) (1.064 8)
0. 695 9** 0.431 1** 0.3055 -1.8923** 0.041 5" 0.038 4** -0.057 1
FII x Platform
(2.179 1) (2.264 5) (1.2629) (-2.0384) (1.6899) (2.092 1) ( -0.723 8)
—0.746 27 | ~0.246 6**F 0.164 4" 0.024 4 0.070 77 -0.033 17 0.0150
Platform
(—-4.5339) | ( —3.4265) (1.880 1) (0.067 0) (8.811 3) (-4.0754) (0.430 8)
Yes Yes Yes Yes Yes Yes Yes
/ / Yes Yes Yes Yes Yes Yes Yes
12 172 9978 7 268 13 990 13 990 11 446 8 020
Adj. R? 0.5156 0.760 7 0.6320 0.408 3 0.697 8 0.744 8 0.448 6
( IRR)
6
(4)
®, 3 6 (5 ~ 6 (7)
® €021 » 45.96% 3 61.6%
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( FundSize)
(3)
7 (1) 7
(2) FII x Platform
FII x Plat-
form 0.363 0
« »
« »”
4.1
7 (3) 7 (4)
FII x Platform
32
7
Table 7 Heterogeneity analysis
(1) (2) (3) (4) (5) (6) (7) (8)
. -0.1432 0.026 4 -0.0911 0.016 3 -0.3252 -0.035 4 -0.1536 0.039 9
(-1.3333)] (0.2600) |( —0.708 0) | (0.1585) |( —1.0412)|( -=0.9789) |( —1.353 5) | (0.4115)
0.363 0 0.054 0 0.390 1** 0.105 6 0.652 1 0.089 1 |0.495 1™ 0.027 1
FII x Platform
(2.446 6) | (0.4316) | (2.2738) | (0.8912) | (1.9891) | (1.4092) | (3.1973) | (0.2214)
-0.1137 -0.0836 |-0.2293*| -0.0532 0.0350 -0.127 6 -0.1002 |-0.197 0**
Platform
(—1.0870) |( =0.7539) |( —2.2809) [( —=0.406 8) | (0.188 1) |( —=1.2966) |( —0.6557) |( —2.405 6)
Yes Yes Yes Yes Yes Yes Yes Yes
/ Yes Yes Yes Yes Yes Yes Yes Yes
8013 7 092 7 484 7 608 9443 5 662 8 597 6 508
Adj. R? 0.3849 0.236 2 0.272 3 0.172 1 0.213 8 0.078 0 0.194 7 0.080 5

33
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FII x Plaiform FII x Platform 0.257 8 1%
36
4.2 8 A (4 8 A (3)
2 Hong ¥
( )
Hu %
37
Flow I _Ins; XTNA;  =Ins; ,_, xTNA; ,_(1+Ret; ) 5
ow_Ins; , = A (5)
Ind; , XTNA, ~Ind; ,_ xTNA;,_,(1+Ret, )
Hong Flow_Ind, = A (6)
( Platform =1) ( High_Ret
10% 1 0) ( Flow_Ind)
( Flow_Ins)
(FI) 8 B . 8 B (1)
( Platform) . ( High _ Rer) . 8 B (3) 8 B (5)
( Platform) FII x Platform
8 A (1) 8 A (2 1%
@1 »
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8 A (3)
© 2023 {21 » § »
(68%) . (62%) . (49%) . (48%) . (47%) .
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8

Table 8 Excluding alternative explanations

A:
Flow_Net
ALL Sample No High_Ret No Salience_Ret
(1) (2) (3) (4) (5)
-0.0330 -0.0329 -0.049 9 -0.035 8
Fi
(-0.4631) ( -0.474 3) ( -0.61538) ( -0.490 0)
0.283 1™ 0.257 8™ 0.221 7°** 0.207 6**
FII xPlatform
(2.9209) (2.709 6) (2.1358) (2.103 4)
0.043 1 0.049 2
High_Ret
(0.646 1) (0.745 2)
0.456 8™ | 0.450 3***
High_Ret xPlatform
(5.344 3) (5.307 3)
‘ —-0.190 2°* | =0.207 5™ | —0.226 5*** -0.216 8** -0.210 7%
Platform
(-2.3031)|( =2.508 1) | ( —=2.7442) (-2.5687) (-2.6156)
Yes Yes Yes Yes Yes
/ Yes Yes Yes Yes Yes
15 105 15 105 15 105 13 738 13 749
Adj. R? 0.206 8 0.207 2 0.208 3 0.2347 0.210 6
B:
ALL Sample No High_Ret No Salience_Ret
Flow_Ind Flow_Ins Flow_Ind Flow_Ins Flow_Ind Flow_Ins
(1) (2) (3) (4) (5) (6)
-0.056 6 0.016 0 -0.084 2" 0.0259 -0.070 3 0.028 1
Fil
(-1.3207) | (0.5376) | ( —-1.6823) | (0.7850) |( —1.6350) (0.848 4)
0.261 2°** | -0.0028 | 0.2265*** -0.006 3 |0.226 0*** -0.022 8
FII xPlatform
(4.4159) |( -0.0725)| (3.5986) |( -0.1488) | (3.900 1) (-0.5427)
0.0320 [0.086 4***
High_Ret
(0.7175) | (2.7299)
0.239 3% 10,126 4™
High_Ret xPlatform
(4.3301) | (3.1635)
-0.0733" [-0.0933*| -0.0664 |-0.0884**| -0.0743" -0.073 8"
Platform
(-1.7743) |( =2.3050) | ( —1.5934) |( -2.1644) |( -1.7845) | ( -1.8917)
Yes Yes Yes Yes Yes Yes
/ Yes Yes Yes Yes Yes Yes
15 067 15 067 13 703 13 703 13 713 13 713
Adj. R? 0.184 6 0.134 3 0.2114 0.148 1 0.192 1 0.1309
B (2) . 8 B (4) 4.3
(6)
1)
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Digital financial platforms and fund flow implantation: A double catering
perspective
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Abstract: Digital financial platforms have created favorable conditions for asset managers to maximize their
own interests by leveraging the flow effect. However this development has also led to a significant deviation
from their primary fiduciary duty of investing on behalf of clients. A prominent manifestation of this phenome-
non is fund flow implantation: A novel strategy in which managers highlight the industry attributes of fund
products to simultaneously cater to platform algorithms and investor preferences. As such it represents a new
form of agency conflict in the digital era. This study finds that fund flow implantation effectively attracts inves—
tor capital and contributes to fund size growth. Mechanism analysis reveals that this strategy aligns with the in—
formation display rules of digital financial platforms leveraging popular industries and increased marketing ex—
penditure to appeal to investors’ salience-ike preferences. However its economic consequences include
heightened investor risk exposure diminished future returns and a worsening misalignment of interests be—
tween funds and investors. These findings confirm that fund flow implantation intensifies agency conflicts pro—
viding a critical policy basis for addressing the issue of “funds make money but investors do not ” as well as
for enhancing the regulation of digital financial platforms and the protection of investor rights.

Key words: digital financial platforms; flow implantation; double catering; saliencedike preference



