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Abstract

Along with the rapid development of Chinese capital market, securities
investment funds in China have expanded rapidly, the fund family has gradually
become the most important and the most influential institutional investor in the capital
market, however, at the same time, it revealed a range of issues, such as market
manipulation, rat trade, insider trading, benefits transportation and other insider
behaviors. Those insider trading behaviors betrayed the value investing and customer
oriented concepts, which institutional investors consistently adhered to, thus resulting
in the suspect and distrust among customers and bringing forward new challenges to
the regulators of Chinese capital market. Therefore, how to promote the healthy
development of Chinese fund market, to improve the regulatory system under
regulators in the fund market, to reshape the dominant position of institutional
investors in the fund family and to recover the fund investors’ trust in the fund family
had become a series of major propositions needed to be solved in fund market.

The author believes that, the fund family, as an important manufacturing sector
in the fund market, adopts centralized management mode over its products, and tends
to develop investment strategies from the perspective of maximizing the family
benefits when the multi-layer agency relationship exists, which has different
development law from the single fund investment behavior . The preference of fund
family, especially the investment preference will no doubt significantly affects the
performance of its products and the risk they faced and further put an effect on the
benefit of fund holders. Therefore, the systematic research on behavior preferences of
Chinese fund family can not only enrich the Chinese investors development theory,
but also deeply explore the operation rule of Chinese fund market, and reveal the
common rule of fund family’s behavioral preference and the essential factors which
influence it, so as to provide theory basis for our fund regulators to develop
appropriate regulatory policies, and thus improving the operating efficiency of

Chinese fund market and capital market. All in all, this research propositions is of



great theoretical and practical significance.

According to the analysis of the behavior preferences of Chinese fund family,
the author chooses funds product design behavior preference, brand strategy behavior
preference and common shareholding system preference corresponding to the front,
the mid and the back of the industrial chain to do systematic research in order to seize
the main contradiction and meanwhile uncover the essential reason of the above acts
of the fund family. Among them, the fund product design behavior preference focuses
on the preference and the possible causes of the fund family’s behaviors in fund
product research, brand strategy behavior preference concentrates on the preference
and the validity of the fund family’s behaviors in product marketing, while common
shareholding behavior preference centers on the preference and the validity of the
fund family’s behaviors in the process of investment.

This article comprehensively uses qualitative and quantitative analysis to
conclude the main conclusions as follows: (1) China fund family tends to traditional
funds, especially the stock funds and bond funds of the traditional funds, related to the
fund product design. The author believes that the fund product design preference in
the fund family is largely affected by market environment, policy environment and its
own conditions factors. (2) The behavior of the brand strategy of Chinese fund family
preferences contribute to raise profit of the family as a whole, but at the same time
damage the interests of the fund holders. In the process of implementation of brand
strategy, the fund family’s star funds exist spillover effects, but their demonstration
effect is not obvious; that is the star fund can increase investors' subscription ratio of
the family's other funds, and thereby increasing the size of the assets of the entire
family and market share, however, the star fund does not have the ability to guide
other funds in the family to improve their performance. (3) Chinese fund family's
common shareholding behavior preference exists scale effect but not performance
effect, namely fund family's common shareholding behavior can improve the assets
scale of the fund family, thus bringing benefits to fund family, but unable to bring
excess profits for fund holder.

At the end of this paper, given the fact that the fund family behavior preference



may bring damage to the fund investors, the author put forward policy suggestions on
optimizing governance structure, improving the regulatory system and constructing
service environment system on the basis of development experience of the foreign

fund family.
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