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Abstract

Because the share issue can be either purchased or redeemed at any time, open-end
Fund is not fixed. The fund managers must face the problem of fund flows brought by
investors’ purchase or redemption choice in the fund’s operation. In this paper, we use
the net purchase rate as explained variable to describe the flow of fund capital change.
Since capital flow stands for the investors’ fund selection choice following the market
information, this article will assume these public information variables——the return
of fund, fund dividends, fund scale and market performance variables as explanatory
variables for the net purchase rate model.

We selected 275 stock funds from the first quarter of 2006 to the fourth quarter of
2011 as the study sample, and the whole sample period is divided into three phases:
rose phase, fell phase and balanced phase respectively according to the market state.
We find that in the whole sample period the fund net purchase rate is negatively
correlated with fund’s current performance and previous size, positively correlated
with current and previous dividend amount and the current market performance, but
not significantly related with previous fund and market performance. However, in
each phase the relationship is a little different. We found that the fund net purchase
rate is positively related with dividend in each phase; in rose and fell phases fund size
plays a negative role. However, we found that the negative correlation between net
purchase rate and fund performance in rose and fell phases which is not significant
any more in the balanced phase, which means in the rose and fell phases investors

tend to act like " adverse selection”, but in the balanced phase investors’ " adverse
selection” behavior seems disappeared, seeming like a little rational. The above is
matched with the theory of investors’ sentiment differs with stock market transitions
in the behavior finance field.
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