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ABSTRACT

Demand Curves and the Pricing of Money Management

Recent studies (e.g. Gruber (1996)) conclude that a subset of investors allocates away
from funds with relatively worse prospects, and toward funds with better prospects.  The
implication for a given fund is that good prospects increase the density of performance-
sensitive investors, and bad prospects increase the density of performance-insensitive
investors.  Since fees come out of performance, this has a straightforward pricing
implication: investors remaining in the funds with bad prospects should be charged more,
whether by the same fund or by a different fund that absorbs the investors.  This dynamic
is apparent from several angles in a sample of retail money-funds.



4

6RPH LQGLYLGXDOV UHILQDQFH WKHLU IL[HG0UDWH ORDQV ZKHQ UDWHV GURS/ DQG RWKHUV GR

QRW1 $ SRRO RI PRUWJDJHV HPHUJHV IURP D ORZ0UDWH SHULRG ZLWK VRPH PRUWJDJRUV

UHPDLQLQJ/ DQG WKH YDOXDWLRQ RI WKHLU SD\PHQWV PXVW LPSXWH WKHLU VHOI0VHOHFWLRQ1 7KH

SUHSD\PHQW RSSRUWXQLW\ KDV LGHQWLILHG WKH UHPDLQLQJ PRUWJDJRUV DV UHODWLYHO\ LQVHQVLWLYH

WR SUHSD\PHQW RSSRUWXQLWLHV/ VR WKH SUHVHQW YDOXH RI WKHLU IXWXUH SD\PHQWV LV DW D

SUHPLXP WR WKH JHQHUDO SRSXODWLRQ1 7KH EHWWHU ZDV WKH RSSRUWXQLW\/ WKH ELJJHU LV WKH

SUHPLXP1 7KLV ZHOO0NQRZQ HOHPHQW RI FRQVXPHUV¶ OLDELOLW\ PDQDJHPHQW VKRXOG DOVR

DSSO\ WR WKHLU DVVHWV/ LQFOXGLQJ WKHLU PXWXDO0IXQG LQYHVWPHQWV1

5HFHQW VWXGLHV +H1J1 *UXEHU +4<<9,/ =KHQJ +4<<<,, FRQFOXGH WKDW D VXEVHW RI WKH

LQYHVWLQJ SRSXODWLRQ DOORFDWHV DZD\ IURP IXQGV ZLWK UHODWLYHO\ ZRUVH SURVSHFWV/ DQG

WRZDUG IXQGV ZLWK EHWWHU SURVSHFWV1 7KH LPSOLFDWLRQ IRU D JLYHQ IXQG LV WKDW JRRG

SURVSHFWV LQFUHDVH WKH GHQVLW\ RI SHUIRUPDQFH0VHQVLWLYH LQYHVWRUV DPRQJ LWV VKDUHKROGHUV/

DQG EDG SURVSHFWV LQFUHDVH WKH GHQVLW\ RI SHUIRUPDQFH0LQVHQVLWLYH LQYHVWRUV1 6LQFH WKH

IHHV FKDUJHG WR LQYHVWRUV FRPH RXW RI SHUIRUPDQFH/ WKLV KDV D VWUDLJKWIRUZDUG SULFLQJ

LPSOLFDWLRQ DQDORJRXV WR WKH SUHPLXP IRU VHDVRQHG PRUWJDJHV= LQYHVWRUV UHPDLQLQJ LQ WKH

IXQGV ZLWK EDG SURVSHFWV VKRXOG EH FKDUJHG PRUH1

:H WDNH WKLV GHPDQG0VLGH YLHZ RI PDQDJHPHQW SULFLQJ WR WKH $PHULFDQ PRQH\0

IXQG LQGXVWU\1 7KLV YHQXH VHUYHV VHYHUDO SXUSRVHV1 :H QHHG WR REVHUYH WKH FURVV VHFWLRQ

RI SURVSHFWV/ DQG WKLV LV HVSHFLDOO\ VWUDLJKWIRUZDUG ZLWK PRQH\ IXQGV JLYHQ WKHLU FORVH

UHODWLRQ EHWZHHQ IHHV DQG SHUIRUPDQFH DQG SHUVLVWHQFH LQ IHHV1 :H QHHG IXQGV WKDW FDQ

DGMXVW IHHV XS RU GRZQ DW ZLOO/ ZKLFK GHVFULEHV PRVW PRQH\ IXQGV GXH WR WKH ZLGHVSUHDG

SUDFWLFH RI IHH0ZDLYLQJ1 $QG ZH GRQ¶W ZDQW LQWHUIHUHQFH IURP WKH FDSLWDO0JDLQV WD[1
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7R WHVW WKH K\SRWKHVLV WKDW VHOI0VHOHFWLRQ LQIOXHQFHV SULFLQJ/ ZH PXVW VHSDUDWH RXW

WKH LQIOXHQFH RI SULFLQJ RQ VHOI0VHOHFWLRQ1 7KLV LV HVSHFLDOO\ FULWLFDO LQ WKH FDVH RI PRQH\

IXQGV/ ZLWK WKHLU WLJKW OLQN EHWZHHQ SULFH DQG SHUIRUPDQFH1 7KH WHVW GHVLJQV DSSURDFK

WKLV WDVN IURP WZR GLUHFWLRQV1 ,Q SDUDOOHO ZLWK WKH PRUWJDJH0SRRO H[DPSOH/ ZH DVN ILUVW

ZKHWKHU LQYHVWRUV ZKR UHPDLQ DIWHU UHODWLYHO\ PRUH DWWULWLRQ SD\ UHODWLYHO\ KLJKHU IHHV1

1H[W/ ZH DQDO\]H IHH FKDQJHV DURXQG IXQG PHUJHUV/ ZKLFK DUH HVSHFLDOO\ JRRG

RSSRUWXQLWLHV WR LVRODWH GHPDQG0VLGH HIIHFWV1

7KH PHUJHU RI IXQG 5 LQWR IXQG 4 UHSODFHV WKH ROG VKDUHV KHOG E\ 5¶V LQYHVWRUV

ZLWK QHZ VKDUHV RI 41 7KLV LV D GLVFUHWH VKLIW LQ WKH GLVWULEXWLRQ RI 4¶V VKDUHKROGHUV

WRZDUG WKH FKDUDFWHULVWLFV RI 5¶V VKDUHKROGHUV1 ,I 5¶V VKDUHKROGHUV ZHUH UHODWLYHO\

SHUIRUPDQFH0LQVHQVLWLYH/ LW LV D VKLIW WRZDUG ORZHU SULFH VHQVLWLYLW\ WKDW LQGLFDWHV D KLJKHU

SULFH1 :H WHVW IRU WKLV HIIHFW RQ WKH PDQDJHPHQW0SULFH FKDQJHV DURXQG D VDPSOH RI

PHUJHUV ZLWKLQ WKH ODUJHVW PRQH\0IXQG FDWHJRU\ E\ HVWLPDWLQJ/ ILUVW IURP SUH0PHUJHU

SULFHV DQG WKHQ IURP SUH0PHUJHU DWWULWLRQ/ WKH UHODWLYH SULFH0VHQVLWLYLW\ RI 5¶V

VKDUHKROGHUV/ DQG LWV LPSOLFDWLRQ IRU 4¶V IHH1

2XU SULQFLSDO UHVXOW LV WKDW WKH GHPDQG0VLGH PRGHO H[SODLQV D VLJQLILFDQW SRUWLRQ

RI SULFH UHYLVLRQV1 8QFRQGLWLRQDOO\/ PHUJHUV DSSHDU DV OLNHO\ WR UDLVH SULFHV DV ORZHU

WKHP/ EXW RXU PHDVXUHV RI WKH FKDQJH LQ WKH VXUYLYLQJ IXQGV¶ SULFH VHQVLWLYLWLHV UHOLDEO\

LGHQWLI\ ZKLFK IXQGV ZLOO FKDUJH PRUH RU OHVV/ DQG E\ KRZ PXFK1 7KLV FRQQHFWLRQ

EHWZHHQ LQYHVWRU KHWHURJHQHLW\ DQG IXQG SULFLQJ DGGV D QHZ GLPHQVLRQ WR WKH DQDO\VLV RI

GHOHJDWHG SRUWIROLR PDQDJHPHQW1

7KH UHVW RI WKH SDSHU LV LQ ILYH VHFWLRQV1 6HFWLRQ , GHVFULEHV WKH GDWD1 6HFWLRQ ,,

FRYHUV WKH OLWHUDWXUH/ DGGV VRPH QHZ UHVXOWV RQ PRQH\ IXQGV/ DQG PRWLYDWHV RXU
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K\SRWKHVLV1 6HFWLRQ ,,, WHVWV WKH K\SRWKHVLV RQ WKH FURVV VHFWLRQ RI PRQH\ IXQGV1 6HFWLRQ

,9 WHVWV WKH K\SRWKHVLV RQ D VDPSOH RI PRQH\0IXQG PHUJHUV/ DQG 6HFWLRQ 9 VXPPDUL]HV

DQG FRQFOXGHV1

,1 'DWD

7KH GDWDEDVH IRU WKH HPSLULFDO WHVWV FRPELQHV GDWD IURP WZR VRXUFHV1 7KH ILUVW

VRXUFH LV WKH ZHHNO\ QHZVOHWWHU0RQH\ )XQG 5HSRUW +0)5, SXEOLVKHG E\ ,%&2'RQRJKXH1

$PRQJ RWKHU WKLQJV/ LW UHSRUWV WKH DVVHWV XQGHU PDQDJHPHQW DQG VHYHQ0GD\ \LHOG +WRWDO

UHWXUQ WR LQYHVWRUV RYHU WKH SDVW : GD\V/ WLPHV 6982:, DV RI HDFK 7XHVGD\ IRU DOO IXQGV WKDW

YROXQWDULO\ UHSRUW1 7KH SXEOLVKHUV HVWLPDWH WKDW RYHU <8( RI IXQGV UHSRUW/ DQG WKH GDWD

FRYHU 1RYHPEHU 4<;: WKURXJK -XO\ 4<<:1 7KH ODUJHVW FDWHJRU\ RI IXQGV WUDFNHG LV ZKDW

0)5 FDOOV ³)LUVW 7LHU´ DQG ³6HFRQG 7LHU´ UHWDLO IXQGV= UHWDLO IXQGV WKDW LQYHVW LQ WKH

ZKROH UDQJH RI PRQH\ PDUNHW LQVWUXPHQWV +L1H1 QRW UHVWULFWHG WR PXQLFLSDO LVVXHV RU VRPH

FRPELQDWLRQ RI 7UHDVXU\ DQG $JHQF\ LVVXHV,1 $V RI $XJXVW 64/ 4<<;/ WKHUH ZHUH 5<6

VXFK IXQGV/ PDQDJLQJ '86; %LOOLRQ +RXW RI WKH '4155< 7ULOOLRQ PDQDJHG E\ DOO PRQH\

IXQGV,1 7KHVH GDWD DUH QRW VXUYLYRUVKLS0ELDVHG> IRU HDFK ZHHN/ WKH\ LQFOXGH HYHU\ IXQG

WKDW FKRVH WR UHSRUW WKDW ZHHN1

7KH SXEOLVKHUV LQTXLUHG DIWHU HDFK IXQG WKDW VWRSSHG UHSRUWLQJ/ DQG LGHQWLILHG DOO

WKH IXQGV WKDW VWRSSHG EHFDXVH WKH\ KDG PHUJHG LQWR RWKHU IXQGV1 7KH\ LGHQWLILHG 7:

PHUJHUV RI )LUVW 7LHU RU 6HFRQG 7LHU UHWDLO IXQGV LQWR RWKHU )LUVW 7LHU RU 6HFRQG 7LHU UHWDLO

IXQGV1 7KHVH PHUJHUV/ OLVWHG LQ WKH $SSHQGL[/ DUH WKH RQHV ZH VWXG\ EHORZ1

:H DOVR XVH IHH GDWD IURP /LSSHU $QDO\WLFDO1 )RU HDFK IXQG WUDFNHG E\ /LSSHU ZH

KDYH WKH WRWDO IHH FKDUJHG WR LQYHVWRUV IRU HDFK ILVFDO \HDU WKH\ KDYH EHHQ WUDFNHG1 7KHVH
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ILJXUHV DUH WKH DFWXDO IHHV SDLG E\ LQYHVWRUV/ VR WKH\ FRPELQH DGYLVRU\ DQG DGPLQLVWUDWLYH

IHHV DQG DUH QHW RI DQ\ H[SHQVH ZDLYHUV DSSOLHG E\ WKH IXQG1

6RPH RI WKH PHUJHUV RFFXUUHG WRR ODWH IRU RXU GDWDEDVH WR VKRZ D IHH IRU D ILVFDO

\HDU DIWHU WKH PHUJHU1 ,Q WKHVH FDVHV/ ZH ORRNHG XS WKH IHH LQ WKH 6(& ILOLQJV DYDLODEOH RQ

/(;,621(;,61 3UH0PHUJHU IHHV IRU WZR IXQGV ZHUH QRW LQ WKH /LSSHU GDWD RU WKH 6(&

ILOLQJV/ VR WKH WHVWV XVLQJ IHH GDWD DQDO\]H 78 RI WKH 7: PHUJHUV1

,,1 6HOI06HOHFWLRQ E\ 0XWXDO )XQG ,QYHVWRUV

,,1$ (TXLW\ )XQGV

7KH ODUJHVW SDUW RI WKH ILQDQFH OLWHUDWXUH RQ PXWXDO IXQGV FRQFHUQV WKH

PHDVXUHPHQW DQG SUHGLFWLRQ RI SHUIRUPDQFH1 6RPH RI WKH UHFHQW VWXGLHV GHPRQVWUDWH

PRGHVW SHUIRUPDQFH SHUVLVWHQFH DPRQJ HTXLW\ IXQGV1 )RU H[DPSOH/ ERWK &DUKDUW +4<<:,

DQG %URZQ DQG *RHW]PDQQ +4<<8, VKRZ WKDW H[SHFWHG IXWXUH SHUIRUPDQFH LQFUHDVHV LQ

SDVW SHUIRUPDQFH/ DQG WKDW WKLV SHUVLVWHQFH LV HVSHFLDOO\ VWURQJ IRU WKH ZRUVW SDVW

SHUIRUPHUV1

7KH SUHGLFWDELOLW\ EHJV WKH TXHVWLRQ DV WR KRZ LQYHVWRUV¶ DOORFDWLRQV DFURVV IXQGV

UHVSRQG WR SDVW UHWXUQV1 7KLV KDV EHHQ WKH VXEMHFW RI VHYHUDO VWXGLHV/ LQFOXGLQJ ,SSROLWR

+4<<5,/ *RHW]PDQQ DQG 3HOHV +4<<9,/ &KHYDOLHU DQG (OOLVRQ +4<<:, DQG 6LUUL DQG 7XIDQR

+4<<;,/ DOO RI ZKLFK VKRZ DOORFDWLRQV LQFUHDVLQJ ZLWK SDVW UHWXUQV/ SDUWLFXODUO\ LQ WKH

UHJLRQ RI EHWWHU SDVW UHWXUQV1 *UXEHU +4<<9, DQG =KHQJ +4<<<, ILQG WKDW WKH QHW IORZV HDUQ

DERYH0PDUNHW UHWXUQV/ DQG SURSRVH WKDW VRPH LQYHVWRUV DUH PRUH DFWLYH RU VRSKLVWLFDWHG

WKDQ RWKHUV/ EHQHILWLQJ IURP FKDVLQJ SHUVLVWHQFH ZKLOH WKH OHVV DFWLYH RU VRSKLVWLFDWHG VWD\

SXW DQG HDUQ EHORZ WKH PDUNHW1
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7KH H[LVWHQFH DQG VLJQLILFDQFH RI LQDFWLYH LQYHVWRUV LV HVSHFLDOO\ DSSDUHQW ZLWK

WKH ZRUVW SHUIRUPHUV1 7KH FDQRQLFDO H[DPSOH LV WKH 6WHDGPDQ IDPLO\ RI IXQGV/ ZKLFK

SHUIRUPHG ZHOO DQG DWWUDFWHG PDQ\ LQYHVWRUV LQ WKH 4<93V EXW ZKLFK ODWHU SODFHG

FRQVLVWHQWO\ ODVW RU QHDU ODVW LQ SHUIRUPDQFH UDQNLQJV ZKLOH ORVLQJ PDQ\ EXW QRW DOO

LQYHVWRUV +VHH H1J1 %UDQGVWUDGHU +4<<5,,1 7KH UHPDLQLQJ LQYHVWRUV FRXOG LQ SULQFLSOH KDYH

H[SHFWHG LPSURYHG PDQDJHPHQW SHUIRUPDQFH/ EXW ZLWK IHHV H[FHHGLQJ 53( SHU \HDU/4 WKH

XQGHUSHUIRUPDQFH ZDV DOO EXW JXDUDQWHHG1

7KH 6WHDGPDQ FRPELQDWLRQ RI KLJKHU IHHV DQG ZRUVH SURVSHFWV LV QRW DQ LVRODWHG

FDVH1 &DUKDUW +4<<:, VKRZV WKDW IXQGV ZLWK SDVW SHUIRUPDQFH LQ WKH ORZHVW WZR GHFLOHV

KDYH QRW RQO\ ZRUVH DYHUDJH IXWXUH SHUIRUPDQFH JURVV RI IHHV WKDQ WKH RWKHU GHFLOHV/ EXW

DOVR KLJKHU IHHV1 :KDWHYHU WKH UHDVRQ IRU WKH KLJKHU IHHV/ WKH UHPDLQLQJ LQYHVWRUV KDYH

GLVWLQJXLVKHG WKHPVHOYHV IURP WKH SRSXODWLRQ LQ JHQHUDO/ DQG WKH IXQGV¶ RULJLQDO LQYHVWRUV

LQ SDUWLFXODU/ DV UHODWLYHO\ PRUH ZLOOLQJ WR SD\ KLJK SULFHV IRU EDG SURVSHFWV1

,,1% $QDORJRXV 5HVXOWV IRU 0RQH\ )XQGV

7KH LQWHUDFWLRQ EHWZHHQ IHHV/ DVVHWV DQG SURVSHFWV LV ULFKHU DPRQJ PRQH\ IXQGV

VLQFH WKH FURVV VHFWLRQ RI IHHV LV/ WR D FORVH DSSUR[LPDWLRQ/ WKH FURVV VHFWLRQ RI

XQGHUSHUIRUPDQFH1 )LJXUH 4 LV D KLVWRJUDP RI WKH IHHV FKDUJHG E\ PRQH\ IXQGV5 LQ WKH

4<<9 ILVFDO \HDUV/ VKRZLQJ PRVW IHHV EHWZHHQ 73 DQG 433ES +ES  EDVLV SRLQWV/ 42433 RI

4(,/ EXW DOVR D IDW WDLO UDQJLQJ XS WR 533ES DQG WZR IXQGV FKDUJLQJ QRWKLQJ1 0DUNHW

FRPPHQWDWRUV +H1J10DONLHO +4<<9,/ %RJOH +4<<7,/ )UHGPDQ DQG :LOHV +4<<;,, RIWHQ

4 ,Q LWV ILVFDO \HDU HQGHG -XQH 63/ 4<<;/ WKH 6WHDGPDQ $PHULFDQ ,QGXVWU\ )XQG KDG DQ H[SHQVH UDWLR RI
5518:(1 2I WKH 4167:0 VKDUHV KHOG E\ LQYHVWRUV DW WKH EHJLQQLQJ RI WKDW ILVFDO \HDU/ 4146;0 UHPDLQHG DW
WKH HQG1
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PHQWLRQ WKDW WKLV GLVSHUVLRQ LQ IHHV LV WKH PDMRU VRXUFH RI GLVSHUVLRQ LQ SHUIRUPDQFH1

'RPLDQ DQG 5HLFKHQVWHLQ +4<<;, WHVWV WKLV SURSRVLWLRQ DQG ILQG WKDW IHHV +SOXV D GXPP\

YDULDEOH LQGLFDWLQJ JRYHUQPHQW0RQO\ IXQGV, H[SODLQ ;7( RI WKH YDULDWLRQ LQ SHUIRUPDQFH1

)RU RXU VDPSOH/ LI ZH SORW WKH )<<9 SHUIRUPDQFH RI WKH IXQGV LQ )LJXUH 4 +L1H1

WRWDO UHWXUQ6 RI )<<9 PLQXV WKH YDOXH0ZHLJKWHG DYHUDJH WRWDO UHWXUQ RI DOO RWKHU PRQH\

IXQGV RYHU WKH VDPH PRQWKV, DJDLQVW WKH IHHV/ ZH JHW )LJXUH 5/ ZKLFK VKRZV DQ H[WUHPHO\

FORVH UHODWLRQ1 5HJUHVVLQJ SHUIRUPDQFH 3(5) RQ )((/ ZH JHW +W0VWDWLVWLFV LQ

SDUHQWKHVHV,=

3(5)I  31943 041364)((I . JI 55  <7(
+771<, +09317, 1+REV, 557

7KH VORSH RI ±4 DQG WKH 55 RI <7( FRQILUP WKDW WKH IXQGV DOO JHQHUDWH DSSUR[LPDWHO\ WKH

VDPH JURVV UHWXUQ/ WKHQ GHOLYHU GLIIHUHQW QHW UHWXUQV WR LQYHVWRUV E\ FKDUJLQJ GLIIHUHQW

IHHV1 6R WKH SHUVLVWHQFH RI PRQH\0IXQG SHUIRUPDQFH UHIOHFWV ZKDWHYHU SHUVLVWHQFH WKHUH

LV LQ IHHV1

:H FDQ JDXJH WKH DFWXDO SHUVLVWHQFH LQ PRQH\ IXQG SHUIRUPDQFH E\ FRPSDULQJ

DGMDFHQW \HDUV1 )RU HDFK PRQH\ IXQG LQ HDFK \HDU IURP 4<;< WR 4<<8/ ZH FDOFXODWH

SHUIRUPDQFH +WRWDO UHWXUQ OHVV WKH YDOXH0ZHLJKWHG LQGH[, LQ WKDW \HDU DQG DOVR LQ WKH QH[W1

)LJXUH 6 SORWV WKH ODWWHU DJDLQVW WKH IRUPHU/ VKRZLQJ SHUVLVWHQFH IDU VWURQJHU WKDQ WKDW RI

HTXLW\ IXQGV1 )RU H[DPSOH/ %URZQ DQG *RHW]PDQQ +4<<8, ILQG WKDW <<6 RI 5734

³ZLQQHU´ \HDUV RI HTXLW\ IXQGV ZHUH IROORZHG E\ ³ORVHU´ \HDUV/ ZKHUHDV LQ )LJXUH 6/ RQO\

5 8QOHVV RWKHUZLVH VSHFLILHG/ DOO PRQH\ IXQGV IURP WKLV SRLQW RQZDUG DUH 7LHU 4 DQG 7LHU 5 UHWDLO IXQGV/ DV
GHILQHG E\ 0)51
6 7KH DQQXDO WRWDO UHWXUQ XVHG KHUH LV WKH DYHUDJH RI WKH :0GD\ \LHOGV RYHU WKH ZHHNV LQ WKDW \HDU1



:

;: RI 948 ZLQQHU \HDUV SUHFHGH ORVHU \HDUV1 %HFDXVH IHHV WHQG WR SHUVLVW/ SHUIRUPDQFH

SHUVLVWV WRR1

'R LQYHVWRUV LPSXWH WKLV SHUVLVWHQFH LQWR WKHLU DOORFDWLRQV/ WKH ZD\ WKH\ DSSHDU WR

ZLWK HTXLW\ IXQGV" :LWK WKH ZHHNO\ GDWD ZH FDQ H[DPLQH WKLV LVVXH DW D KLJK UHVROXWLRQ1

(YHU\ RWKHU ZHHN/ ZH FDOFXODWH IRU HDFK IXQG WKH FXUUHQW SHUIRUPDQFH DQG WKH SHUFHQWDJH

FKDQJH LQ DVVHWV XQGHU PDQDJHPHQW RYHU WKH QH[W WZR ZHHNV17 :H VRUW LQWR SHUIRUPDQFH

ELQV/ DQG UHSRUW WKH ELQ PHGLDQV DV )LJXUH 71

7KH UHODWLRQ WDNHV WKH FRQYH[ IRUP DOUHDG\ GHWHFWHG LQ HTXLW\ IXQGV1 )ORZV DUH

SRVLWLYH DQG VHQVLWLYH WR SDVW SHUIRUPDQFH LQ WKH UHJLRQ RI JRRG SDVW SHUIRUPDQFH/ DQG

QHJDWLYH EXW UHODWLYHO\ LQVHQVLWLYH LQ WKH UHJLRQ RI EDG SDVW SHUIRUPDQFH1 ,W LV ZRUWK

QRWLQJ WKDW WKLV DV\PPHWU\ LV XQUHODWHG WR WKH FDSLWDO0JDLQV WD[> WKHUH DUH QR FDSLWDO JDLQV/

UHDOL]HG RU XQUHDOL]HG/ ZLWK PRQH\ IXQGV1

)LJXUHV 5 WKURXJK 7 LOOXVWUDWH VRPH RI WKH ULFK VWUDWHJLF HQYLURQPHQW RI D PRQH\

IXQG¶V SULFLQJ GHFLVLRQ1 $ YHU\ ORZ IHH ZRXOG SUHVXPDEO\ JHQHUDWH RSHUDWLQJ ORVVHV EXW

LW DOPRVW JXDUDQWHHV YHU\ KLJK SHUIRUPDQFH WKDW LQGXFHV LQIORZ/ HVSHFLDOO\ IURP DFWLYH

LQYHVWRUV1 +LJKHU IHHV LQFUHDVH FXUUHQW SURILWV EXW WKH\ DOPRVW JXDUDQWHH ORZHU

SHUIRUPDQFH WKDW LQGXFHV RXWIORZ E\ DFWLYH LQYHVWRUV/ WR WKH H[WHQW WKDW WKH IXQG VWLOO KDV

DFWLYH LQYHVWRUV1 6R WKH SULFLQJ GHFLVLRQ VLPXOWDQHRXVO\ DIIHFWV FXUUHQW SURILWV/ QHW

LQIORZ/ DQG WKH SHUIRUPDQFH0VHQVLWLYLW\ RI VKDUHKROGHUV1

7KH RSHUDWLQJ KLVWRU\ RI WKH 'UH\IXV :RUOGZLGH 'ROODU )XQG +':'), LV SHUKDSV

WKH ODUJHVW0VFDOH H[DPSOH RI WKLV LQWHUDFWLRQ1 )LJXUH 8 VKRZV WKH IHHV FKDUJHG +OHIW D[LV/

7 7KLV \LHOGV 89/<;4 QRQ0RYHUODSSLQJ REVHUYDWLRQV1 :H WDNH PHGLDQV/ UDWKHU WKDQ PHDQV/ EHFDXVH WKH
VPDOOHVW IXQGV JHQHUDWH VRPH HQRUPRXV RXWOLHUV/ DQG VRPH RWKHU IXQGV MXPS DEUXSWO\ LQ VL]H GXH WR
H[RJHQRXV HYHQWV VXFK DV WKH PHUJHUV GLVFXVVHG EHORZ1 :H JHW D YHU\ VLPLODU SLFWXUH LI ZH WDNH PHDQV
DIWHU HOLPLQDWLQJ DVVHW0LQFUHDVHV DERYH 83(1



;

E\ ILVFDO \HDU, DQG DVVHWV PDQDJHG +ULJKW D[LV/ ZHHNO\, E\ WKLV IXQG RYHU WKH VDPSOH

SHULRG1 7KLV IXQG FKDUJHG YHU\ OLWWOH LQ LWV ILUVW WZR \HDUV/ GXULQJ ZKLFK WLPH LWV \LHOG

UHJXODUO\ UDQNHG DW RU QHDU WKH WRS RI DOO PRQH\ IXQGV/ DQG LWV DVVHWV JUHZ WR '43 ELOOLRQ1

2YHU WLPH LW UDLVHG LWV SULFH/ DQG DVVHWV IHOO WR '5 ELOOLRQ1 7KH ORZ HDUO\ IHHV ZHUH

LQWHUSUHWHG DW WKH WLPH DV D %ORVV OHDGHU´ VWUDWHJ\/ WKH SXWDWLYH JRDO EHLQJ WR ³OXUH

LQYHVWRUV LQWR WKH IXQG IDPLO\ ZLWK DQ DERYH0DYHUDJH \LHOG LQ WKH KRSH WKDW WKH\ FDQ EH

VROG RWKHU SURGXFWV ODWHU1´8 ,QGHHG/ D 'UH\IXV H[HFXWLYH FDOOHG WKH IXQG D VXFFHVV EHFDXVH

³:8( RI WKH FXVWRPHUV DWWUDFWHG ZHUH QHZ WR 'UH\IXV/ DQG 83( KDG QHYHU EHIRUH

LQYHVWHG LQ D PXWXDO IXQG1´9

%XW ZKDWHYHU LWV PRWLYH/ WKH SULFLQJ VWUDWHJ\ KDG D SRWHQWLDOO\ LPSRUWDQW HIIHFW RQ

WKH SULFH0VHQVLWLYLW\ RI FXUUHQW VKDUHKROGHUV1 $IWHU WZR \HDUV RI ORZ IHHV/ VKDUHKROGHUV

ZHUH D SULFH0VHQVLWLYH JURXS WKDW OHIW TXLFNO\ ZKHQ WKH IXQG FKDUJHG 56 DQG WKHQ 7:ES/

ERWK EHORZ WKH DYHUDJH RI DERXW 93ES1 $IWHU VHYHUDO \HDUV RI PXFK KLJKHU IHHV DQG D

WRWDO RI ;3( DWWULWLRQ/ DVVHWV XQGHU PDQDJHPHQW EDUHO\ UHDFWHG WR :8ES1 $SSDUHQWO\/ WKH

UHPDLQLQJ 53( ZDV VHOI0VHOHFWHG WR EH SHUIRUPDQFH0LQVHQVLWLYH1

)URP LWV LQYHVWRUV¶ SRLQW RI YLHZ/ D IXQG¶V IHH LV VLPSO\ D GLUHFW UHGXFWLRQ RI

SHUIRUPDQFH/ VR SHUIRUPDQFH0LQVHQVLWLYLW\ LPSOLHV SULFH0LQVHQVLWLYLW\ ZKLFK/ RWKHU WKLQJV

HTXDO/ LPSOLHV D KLJKHU RSWLPDO SULFH1 *LYHQ WKH RWKHU GHWHUPLQDQWV RI WKH GHPDQG FXUYH

LW IDFHV/ VXFK DV LWV PDUNHWLQJ WR SRWHQWLDO LQYHVWRUV/ D IXQG VKRXOG FKDUJH UHODWLYHO\ PRUH

LI LWV FXUUHQW LQYHVWRUV DUH UHODWLYHO\ OHVV SULFH0VHQVLWLYH1 7KH UHVW RI WKH SDSHU H[SORUHV

WKH VLJQLILFDQFH RI WKLV G\QDPLF WR PDQDJHPHQW SULFLQJ1

8 /RV $QJHOHV 7LPHV/0DUFK 55/ 4<<3/ S1 '51



<

,,,1 )XQG )ORZV DQG )XWXUH )HHV

:H DUH LQWHUHVWHG LQ KRZ WKH VHOI0VHOHFWLRQ RI D IXQG¶V FXUUHQW LQYHVWRUV UHODWHV WR

LWV IXWXUH SULFH1 )RU WKLV SXUSRVH/ ZH QHHG WR HVWLPDWH VHOI0VHOHFWLRQ VRPHKRZ1 :H FRXOG

WU\ WR HVWLPDWH WKH UHODWLRQ EHWZHHQ D IXQG¶V RSHUDWLQJ KLVWRU\/ WKH RSHUDWLQJ KLVWRULHV RI

LWV FRPSHWLWRUV DQG WKH VHOI0VHOHFWLRQ RI LWV FXUUHQW LQYHVWRUV/ EXW WKLV LV SUHVXPDEO\ TXLWH

FRPSOH[1 ,QVWHDG/ LQ WKH VSLULW RI WKH PRUWJDJH0SRRO DQG 'UH\IXV H[DPSOHV/ ZH IRFXV

VLPSO\ RQ WKH IXQG¶V DWWULWLRQ= WKH UHODWLRQ EHWZHHQ LWV FXUUHQW VL]H/ DQG WKH ODUJHVW VL]H LW

DFKLHYHG1 7DNLQJ DWWULWLRQ DV D URXJK SUR[\ IRU WKH SHUIRUPDQFH0LQVHQVLWLYLW\ RI LWV

UHPDLQLQJ LQYHVWRUV/ ZH VKRXOG VHH KLJKHU IHHV DIWHU JUHDWHU DWWULWLRQ1 :H H[DPLQH WKLV

UHODWLRQ LQ WKH FURVV VHFWLRQ RI DOO IXQGV1 %HFDXVH WKLV WHVW UHTXLUHV PRUH WHPSRUDO

DOLJQPHQW DQG KLJKHU IUHTXHQF\ WKDQ WKH IHH GDWD SURYLGH/ ZH FRQGXFW LW LQVWHDG RQ

UHODWLYH SHUIRUPDQFH/ EDQNLQJ RQ WKH IHH2SHUIRUPDQFH UHODWLRQ LOOXVWUDWHG DERYH1

7R HVWDEOLVK ZKHWKHU IXQGV FKDUJH PRUH WR LQYHVWRUV ZKR UHPDLQ DIWHU PRUH

DWWULWLRQ/ ZH GLYLGH WKH VDPSOH SHULRG LQWR WZR SHULRGV= WKH ODVW 59 ZHHNV/ RU KDOI0\HDU

+424824<<: WR :24824<<:,/ DQG WKH SUHYLRXV 7:; ZHHNV +4425724<;: WR 424824<<:,1 7KH

HPSLULFDO TXHVWLRQ LV ZKHWKHU SHUIRUPDQFH LQ WKH ODWHU SHULRG LV ORZHU IRU IXQGV WKDW

H[SHULHQFHG PRUH DWWULWLRQ RYHU WKH HDUOLHU SHULRG1 7KHUH DUH 59: IXQGV ZLWK GDWD

FRYHULQJ WKH ODVW 59 ZHHNV1 )RU HDFK/ ZH FDOFXODWH LWV DYHUDJH :0GD\ \LHOG RYHU WKLV

SHULRG/ DV ZHOO DV LWV DVVHW UHWHQWLRQ ± LWV 424824<<: VL]H GLYLGHG E\ WKH PD[LPXP VL]H

UHSRUWHG XS WR WKHQ/ ZKLFK LV RQH PLQXV LWV DWWULWLRQ1 7KH UHVXOWV DUH VRUWHG LQWR ELQV DQG

SORWWHG DV )LJXUH 91

9 /DGHUPDQ +4<<5,/ S1 447/ LQGLUHFWO\ TXRWLQJ 'UH\IXV SUHVLGHQW DQG FKLHI RSHUDWLQJ RIILFHU -RVHSK
'L0DUWLQR1
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5HWXUQV LQFUHDVH/ DQG VR IHHV GHFUHDVH/ DV DWWULWLRQ GHFUHDVHV IURP OHIW WR ULJKW1

7KH VWDWLVWLFDO VLJQLILFDQFH RI WKH UHODWLRQ LV DSSDUHQW LQ D UHJUHVVLRQ RI RQH +<,(/', RQ

WKH RWKHU +6,=(20$;, +W0VWDWLVWLFV LQ SDUHQWKHVHV,=

<,(/'I  7195: .315<46,=(20$;I . JI 55  819(
+:81;, +61<;, 1+REV, 59:

7KH IXQGV FKDUJLQJ PRUH WHQG WR EH WKH RQHV WKDW KDYH ORVW PRUH DVVHWV XQGHU

PDQDJHPHQW1 :H FDQ VHSDUDWH WKLV HIIHFW IURP DQ\ VL]H0UHODWHG HIIHFW E\ LQFOXGLQJ ERWK

VL]H DQG DWWULWLRQ/ DQG WDNLQJ ORJV=

ORJ+<,(/'I,  31997 .31343ORJ+6,=(I, .31357ORJ+6,=(I20$;I, . JI 55  4817(
+454, +8144, +51<:, 1+REV, 59:

&RQWUROOLQJ IRU VL]H/ ZKLFK FRUUHODWHV ZLWK ORZHU IHHV/ WKH UHODWLRQ EHWZHHQ SDVW DWWULWLRQ

DQG IXWXUH SULFHV VWLOO KROGV1 7KHVH UHVXOWV VXSSRUW WKH YLHZ WKDW VHOI0VHOHFWLRQ LQIOXHQFHV

SULFLQJ/ EXW WKH\ GRQ¶W UXOH RXW D SDVVLYH VFHQDULR ZKHUH VRPH IXQGV VLPSO\ FKDUJH PRUH

WKDQ RWKHUV \HDU DIWHU \HDU ZLWKRXW UHJDUG WR VHOI0VHOHFWLRQ/ H[SHULHQFLQJ DWWULWLRQ DORQJ

WKH ZD\1 :H FDQ¶W EH VXUH LI WKH IHHV GULYH WKH VHDVRQLQJ RU YLFH YHUVD1

2QH ZD\ WR VRUW RXW WKLV FKLFNHQ0DQG0HJJ SUREOHP LV WR ORRN LQVWHDG DW IHH

FKDQJHV DURXQG IXQG PHUJHUV1 ,Q D PHUJHU/ D IXQG DEVRUEV VKDUHKROGHUV VHOHFWHG E\ D

GLIIHUHQW RSHUDWLQJ KLVWRU\/ VR WKH HPSLULFDO TXHVWLRQ LV ZKHWKHU WKLV GLIIHUHQFH LQGXFHV D

UHYLVLRQ LQ WKH VXUYLYLQJ IXQG¶V SULFLQJ1 ,Q RWKHU ZRUGV/ D PHUJHU LV D GLVFUHWH VKLIW LQ WKH

GHPDQG FXUYH LW IDFHV/ DQG WKH RSHUDWLQJ KLVWRULHV RI WKH WZR IXQGV VKRXOG LQGLFDWH WKH

GLUHFWLRQ DQG PDJQLWXGH RI WKH VKLIW/ ZKLFK LQ WXUQ LPSOLHV WKH GLUHFWLRQ DQG PDJQLWXGH RI

WKH SULFH UHYLVLRQ1 7KH QH[W VHFWLRQ UXQV WZR VXFK WHVWV RQ WKH PHUJHU GDWDEDVH1
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,91 3ULFH &KDQJHV DURXQG 0HUJHUV

7KH JRDO RI WKLV VHFWLRQ LV WR HVWLPDWH/ IRU HDFK PHUJHU LQ WKH GDWDEDVH/ WKH

GLIIHUHQFH EHWZHHQ WKH FXUUHQW VKDUHKROGHUV RI WKH VXUYLYLQJ DQG GLVDSSHDULQJ IXQGV DQG

LWV LPSOLFDWLRQ IRU WKH UH0SULFLQJ RI WKH VXUYLYLQJ IXQG1 7R WKLV HQG ZH VROYH D VLPSOH

PRGHO ZKLFK LQIHUV WKH IXQGV¶ SUH0PHUJHU GHPDQG FXUYHV DQG FRPELQHV WKHP WR SUHGLFW

WKH RSWLPDO SULFH UHYLVLRQ1 7KH SUHGLFWHG UHYLVLRQV DUH FRPSDUHG ZLWK WKH DFWXDO SULFH

UHYLVLRQV WKDW RFFXUUHG1 :H DOVR WHVW GLUHFWO\ IRU WKH VHDVRQLQJ HIIHFW PRWLYDWHG DERYH/

WKRXJK ZLWKRXW LPSRVLQJ DQ\ VWUXFWXUH ZLWK D IRUPDO PRGHO1 $OO WHVWV DUH FRQGXFWHG RQ

ERWK WKH DFWXDO IHHV DQG RQ IHHV HVWLPDWHG IURP UHODWLYH UHWXUQV1

%XW EHIRUH WKHVH WHVWV/ LW LV ZRUWK QRWLQJ WKDW ZH DUH QRW DQDO\]LQJ ZK\ IXQGV

PHUJH/ DQG WKDW LQ IDFW LI SULFH0VHQVLWLYLW\ ZHUH WKH RQO\ FRQVLGHUDWLRQ LQ PDQDJHPHQW0

SULFLQJ/ IXQGV ZRXOG QRW GHJUDGH WKHLU SULFH0GLVFULPLQDWLRQ E\ PHUJLQJ1 7KH

SUHVXPSWLRQ LV WKDW VRPH XQPRGHOHG HIILFLHQF\ JDLQ PRWLYDWHV WKH PHUJHU ZLWK D EHQHILW

H[FHHGLQJ WKH GLVFULPLQDWLRQ0UHODWHG FRVW1 ,W LV SRWHQWLDOO\ LPSRUWDQW WKDW PRQH\0IXQG

PHUJHUV JHQHUDOO\ UHVXOW IURP ILQDQFLDO LQVWLWXWLRQ PHUJHUV +VHH WKH $SSHQGL[,/ DQG DQ

LQVWLWXWLRQ FDQ UHGXFH WKH PLVPDWFK EHWZHHQ PHUJHU0SDUWQHUV¶ VKDUHKROGHUV WR WKH H[WHQW

LW KDV D YDULHW\ RI SDUWQHUV WR FKRRVH IURP1 1DWLRQV )XQGV/ IRU H[DPSOH/ KDV 98 PRQH\

IXQGV RI DOO W\SHV/ LQFOXGLQJ : LQ WKH 7LHU 427LHU 5 UHWDLO FDWHJRU\/ ZKHUHDV /HJJ 0DVRQ

OLVWV 6 WRWDO/ ZLWK RQO\ 4 LQ WKH 7LHU 427LHU 5 UHWDLO FDWHJRU\/: VXJJHVWLQJ WKDW 1DWLRQV FDQ

PHUJH VKDUHKROGHUV ZLWK UHODWLYHO\ PRUH VLPLODU VKDUHKROGHUV WKDQ FDQ /HJJ 0DVRQ1

:H FDQ JHW VRPH VHQVH RI WKH VKDUHKROGHUVµ SUH0PHUJHU VLPLODULW\ E\ FRPSDULQJ

WKH IHHV WKH\ ZHUH SD\LQJ1 )RU HDFK PHUJHU/ OHW IXQG 4 EH WKH VXUYLYLQJ IXQG +DV

LGHQWLILHG E\ 0)5,/ FKDUJLQJ I4 EHIRUH WKH PHUJHU/ DQG IXQG 5 EH WKH GLVDSSHDULQJ IXQG/
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FKDUJLQJ I51 )LJXUH : SORWV RQH RQ WKH RWKHU/ VKRZLQJ D JHQHUDOO\ SRVLWLYH UHODWLRQ1 ,WV

VWDWLVWLFDO VLJQLILFDQFH LV DSSDUHQW LQ D VLPSOH UHJUHVVLRQ +W0VWDWLVWLFV LQ SDUHQWKHVHV,=

I4/L  317:3 .315;;I5/L . JL 55  4316(
+71<:, +517:, 1+REV, 78

7KH SUH0PHUJHU VLPLODULW\ LV VLJQLILFDQW/ EXW VR LV WKH UHVLGXDO PLVPDWFK WKDW LV WKH IRFXV

RI RXU DQDO\VLV1 $ GHVFULSWLRQ DQG PRWLYDWLRQ RI WKH HVWLPDWHG IHHV LV QH[W/ IROORZHG E\

WKH HPSLULFDO WHVWV1

,91$ )HHV DQG 3VHXGRIHHV

7KH IHH GDWD LV E\ ILVFDO \HDU/ VR I4 DQG I5 DUH WKH IHHV FKDUJHG E\ )XQG 4 DQG )XQG

5/ UHVSHFWLYHO\/ LQ WKHLU ODVW FRPSOHWH ILVFDO \HDUV EHIRUH WKH PHUJHU/ DQG I45 LV WKH IHH

FKDUJHG E\ )XQG 4 LQ LWV ILUVW FRPSOHWH ILVFDO \HDU DIWHU WKH PHUJHU1 )RU RQH PHUJHU/ I4 LV

PLVVLQJ/ DQG IRU DQRWKHU I5 LV PLVVLQJ/ VR WKHUH DUH 78 PHUJHUV ZLWK FRPSOHWH GDWD1

,Q DGGLWLRQ WR WKH PLVVLQJ REVHUYDWLRQV/ WKH IHH GDWD KDYH WKH GUDZEDFN RI EHLQJ

SRRUO\ V\QFKURQL]HG ZLWK WKH PHUJHUV1 &RQVLGHU/ IRU H[DPSOH/ WKH -XQH 4;/ 4<<6 PHUJHU

RI WKH 'DLO\ ,QFRPH )XQG +',), LQWR WKH 6KRUW 7HUP ,QFRPH 0RQH\ 0DUNHW 3RUWIROLR

+67,003,1 7KH ODVW ',) ILVFDO \HDU EHIRUH 924;2<6 HQGHG 92632<5/ DQG WKH ODVW 67,003

ILVFDO \HDU EHIRUH 924;2<6 HQGHG ;2642<51 7KH ILUVW 67,003 ILVFDO \HDU DIWHU WKH PHUJHU

EHJDQ <242<61 6R RXU SUH0PHUJHU SULFH GDWD FRYHUV 44 WR 55 PRQWKV EHIRUH WKH PHUJHU LQ

WKH FDVH RI ',) DQG < WR 53 PRQWKV EHIRUH LQ WKH FDVH RI 67,0031 7KH SRVW0PHUJHU

SULFH GDWD FRYHUV 6 WR 47 PRQWKV DIWHUZDUG1 7KLV GLVWDQFH IURP WKH HYHQWV ZH DQDO\]H

FRXOG REVFXUH WKH UHVXOWV1

: $V UHSRUWHG E\ ,%&2'RQRJKXH DW ZZZ1LEFGDWD1FRP IRU WKH ZHHN HQGLQJ -XO\ 46/ 4<<<1
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7KH VROXWLRQ LV DJDLQ WR XVH IHHV HVWLPDWHG IURP UHODWLYH SHUIRUPDQFH/ ZKLFK WR

DYRLG FRQIXVLRQ ZLWK UHSRUWHG IHHV ZH FDOO SVHXGR0IHHV1 7KH WHVWV DQDO\]H DEVROXWH/ QRW

UHODWLYH IHHV VR/ IROORZLQJ WKH UHJUHVVLRQ/ ZH WDNH D IXQG¶V SVHXGR0IHH RYHU D SHULRG WR EH

LWV DYHUDJH XQGHU0SHUIRUPDQFH +LWV DYHUDJH :0GD\ \LHOG VXEWUDFWHG IURP WKH DYHUDJH

DFURVV DOO IXQGV, RYHU WKH ZHHNV LQ WKDW SHULRG/ SOXV 93ES1 7KLV FDOFXODWLRQ HVWLPDWHV WKH

IHH RYHU DQ\ SHULRG ZKHQ \LHOG0GDWD LV DYDLODEOH/ VR LW DGGUHVVHV WKH V\QFKURQL]DWLRQ

SUREOHP1 ,W DOVR DPHOLRUDWHV WKH PLVVLQJ0REVHUYDWLRQ SUREOHP/ VLQFH WKHUH LV VXIILFLHQW

GDWD WR FDOFXODWH SVHXGR0IHHV IRU 79 RI WKH 7: PHUJHUV1;

7KHUH LV RQH SRWHQWLDO HFRQRPHWULF SUREOHP ZH PXVW DFFRXQW IRU LQ XVLQJ IHH

HVWLPDWHV1 6XSSRVH S4/ S5 DQG S45 DUH RXU HVWLPDWHV RI I4/ I5 DQG I45/ ZKHUH ZH PHDVXUH S4

DQG S5 RYHU D VSDQ RI ZHHNV MXVW EHIRUH WKH PHUJHU/ DQG S45 MXVW DIWHU/ VR S50S4 HVWLPDWHV

I50I4 DQG S450S4 HVWLPDWHV I450I41 7KH SUREOHP LV WKDW WKH HVWLPDWLRQ HUURU LQ S4 ZLOO DIIHFW

ERWK GLIIHUHQFHV LQ WKH VDPH GLUHFWLRQ> DQ XQGHUHVWLPDWH +RYHUHVWLPDWH, ZRXOG ELDV XV

WRZDUG RYHUHVWLPDWLQJ +UHVS1 XQGHUHVWLPDWLQJ, ERWK I50I4 DQG I450I41 6LQFH ZH WHVW EHORZ

ZKHWKHU I50I4 DQG I450I4 DUH SRVLWLYHO\ UHODWHG/ WKLV FRXOG LQGXFH XV WR LQFRUUHFWO\ UHMHFW WKH

QXOO K\SRWKHVLV1 7KH ZD\ DURXQG WKLV ELDV LV WR FDOFXODWH S4 WZLFH/ LQ GLVMRLQW SHULRGV/ DQG

XVH RQH FDOFXODWLRQ IRU S50S4 DQG WKH RWKHU IRU S450S41 :H GLYLGH WKH \HDU DURXQG WKH

PHUJHU LQWR WKUHH VXESHULRGV= WKH ILUVW KDOI0\HDU +L1H1 59 ZHHNV, DIWHU WKH PHUJHU

+VXESHULRG &,/ WKH ODVW TXDUWHU EHIRUH WKH PHUJHU +%,/ DQG WKH TXDUWHU EHIRUH WKDW +$,1 ,Q

$ ZH FDOFXODWH S4$ DQG S5$/ LQ % ZH FDOFXODWH S4% DQG LQ & ZH FDOFXODWH S45&/ DQG RXU

HVWLPDWHV RI I50I4 DQG I450I4 DUH S5$0S4$ DQG S45&0S4%/ UHVSHFWLYHO\1

; 7KHUH LV QR \LHOG GDWD RQ 'UH\IXV2/DXUHO 3ULPH 400)2 ,QYHVWRU &ODVV IRU WKH SHULRG EHIRUH WKH PHUJHU
ZLWK 'UH\IXV2/DXUHO &DVK 0DQDJHPHQW 2 ,QYHVWRU &ODVV1
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,91% 3ULFLQJ 0RGHO

7KH PRGHO DVVXPHV WKDW D IXQG PD[LPL]HV LWV FXUUHQW SURILWV JLYHQ LWV FXUUHQW

LQYHVWRUV¶ SULFH0VHQVLWLYLW\/ ZKLFK LV DVVXPHG OLQHDU1 7KH PDUJLQDO FRVW RI PDQDJLQJ DQ

H[WUD GROODU LV IL[HG DW ]HUR/ VR WKH PDQDJHUV¶ SURJUDPV DUH VLPSO\ WR PD[LPL]H WRWDO

UHYHQXH IL4L/ ZKHUH 4L LV IXQG L¶V DVVHWV XQGHU PDQDJHPHQW1 'RZQZDUG0VORSLQJ GHPDQG

FXUYHV GULYH WKH PD[LPL]DWLRQV> EHIRUH WKH PHUJHU/ IXQG L IDFHV WKH GHPDQG FXUYH

4L+IL,  DL ± +EL25, IL +4,

ZKHUH DL DQG EL DUH SRVLWLYH QXPEHUV1 6RPH IDPLOLDU PDWK VKRZV WKH RSWLPDO IHH DQG

DVVHWV IRU IXQG L WR EH I-L  DL2EL DQG 4-L  DL25/ VR RXU HVWLPDWH RI IXQG L¶V GHPDQG FXUYH/

JLYHQ RXU REVHUYDWLRQV RI I-L DQG 4-L LV

4L  54-L ± +4-L2I-L,IL +5,

7KH PHUJHU FRPELQHV WKH GHPDQG FXUYHV RI WKH IXQGV/ VR WKH UHVXOWLQJ GHPDQG FXUYH

UHODWLQJ WKH SRVW0PHUJHU SULFH I45 DQG TXDQWLW\445 RI IXQG 4 LV

445  +54-4.54-5,0+ 4-42I-4.4-52I-5,I45 +6,

LPSO\LQJ WKH RSWLPDO IHH

I-45  +4-4I-5I-4.4-5I-4I-5,2+4-4I-5.4-5I-4, +7,

$ OLWWOH DOJHEUD VKRZV

I-450I-4  >+4-5I-4,2+4-4I-5.4-5I-4,@+I-50I-4, +8,

7KLV LV WKH SUHGLFWHG SULFH UHYLVLRQ RI WKH VXUYLYLQJ IXQG DV D IXQFWLRQ RI WKH YDULDEOHV ZH

FDQ REVHUYH1 7KH RSWLPDO SULFH UHYLVLRQ LV LQ WKH GLUHFWLRQ RI WKH GLVDSSHDULQJ IXQG¶V IHH/

DQG WKH PDJQLWXGH GHSHQGV RQ WKH IXQGV¶ UHODWLYH VL]HV1
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6RPH FRPPHQWV RQ WKH PRGHOLQJ FKRLFHV=

:H DVVXPH ]HUR PDUJLQDO FRVW IRU FDVK PDQDJHPHQW1 2I FRXUVH WKHUH LV VRPH

FRVW WR D PRQH\ IXQG IURP KDQGOLQJ PRUH PRQH\ DQG VKDUHKROGHU DFFRXQWV/ EXW ZH FDQ¶W

REVHUYH LW/ RU KRZ LW YDULHV DFURVV IXQGV1 6ROYLQJ WKH PRGHO ZLWKRXW PDUJLQDO FRVWV

GHOLYHUV SUHGLFWLRQV LQ WHUPV RI REVHUYDEOH LQIRUPDWLRQ/ DQG LV D VWURQJ GHSDUWXUH IURP WKH

DOWHUQDWLYH K\SRWKHVLV WKDW YDULDWLRQ LQ IHHV UHIOHFWV YDULDWLRQ LQ FRVWO\ VHUYLFHV1 ,Q DQ\

FDVH/ RXU IRFXV RQ WKH SULFH FKDQJH RI D JLYHQ IXQG PLQLPL]HV WKH LQIOXHQFH RI GLIIHUHQWLDO

VHUYLFH FRVWV1

7KH OLQHDU GHPDQG FXUYHV NHHS WKH PRGHO WUDFWDEOH DQG WUDQVSDUHQW/ DQG WKH\ KDYH

WKH XVHIXO IHDWXUH RI EHLQJ UHFRYHUDEOH IURP REVHUYDEOH SULFH DQG TXDQWLW\ GDWD1 2QH ZD\

WR PDS WKLV PRGHO WR WKH TXHVWLRQ RI UHODWLYH SULFH VHQVLWLYLW\ LV WR DVVXPH WKDW D JLYHQ

LQYHVWRU L KDV GHPDQG FXUYH TL  û 0 +ùL 25,IL1 (YHU\ERG\ KDV WKH VDPH GHPDQG û DW ]HUR

SULFH/ EXW GLIIHUHQW SULFH VHQVLWLYLWLHV1 ,I WKH DYHUDJH ùL RI WKH Q LQYHVWRUV UHPDLQLQJ LQ D

IXQG¶V LQYHVWRU EDVH LV E/ WKHQ WKH RSWLPDO IHH LV +Qû,2+QE,  û2E/ VR D KLJKHU DYHUDJH SULFH

VHQVLWLYLW\ FRUUHVSRQGV WR D ORZHU IHH1

7KH DVVXPSWLRQ WKDW IXQGV FDQ PRYH SULFHV XS RU GRZQ IURP RQH GD\ WR WKH QH[W

UHIOHFWV WKH ZLGHVSUHDG SUDFWLFH RI IHH ZDLYLQJ1 &KULVWRIIHUVHQ +4<<;, VKRZV RYHU 93( RI

PRQH\ IXQGV ZDLYLQJ IHHV EHWZHHQ 4<<4 DQG 4<<81 7KHVH IXQGV FDQ VWDUW FKDUJLQJ PRUH

RU OHVV RQ DQ\ GD\/ ZLWKRXW DSSURYDO IURP VKDUHKROGHUV1

0RGHOLQJ WKH PDQDJHUV DV PD[LPL]LQJ WKH FXUUHQW SURILWV RI WKHLU PRQH\ IXQGV

DEVWUDFWV IURP WKH SURILWV RI WKH IDPLO\¶V RWKHU IXQGV DQG WKH WUDGHRII EHWZHHQ FXUUHQW DQG

IXWXUH SURILWV/ ERWK RI ZKLFK DSSHDU LPSRUWDQW WR WKH ':') FDVH1 $ XVDEOH PRGHO RI WKH
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SULFLQJ SUREOHP¶V H[WHQVLYH IRUP PD\ EH VROYDEOH/ EXW LV EH\RQG WKH VFRSH RI WKLV SDSHU

DQG RXU GDWDEDVH1

,91& (PSLULFDO 7HVWV

)LUVW/ ZH VLPSO\ WHVW ZKHWKHU WKH VXUYLYLQJ IXQG UHYLVHV LWV IHH LQ WKH GLUHFWLRQ RI

WKH IHH WKDW LWV QHZ LQYHVWRUV KDG EHHQ SD\LQJ DW WKHLU ROG IXQG1 7DEOH , VXPPDUL]HV WKLV

QRQ0SDUDPHWULF WHVW1

%\ HLWKHU PHDVXUH/ WKH VXUYLYLQJ IXQG¶V SULFH PRYHV VLJQLILFDQWO\ LQ WKH SUHGLFWHG

GLUHFWLRQ> ZKHQ D IXQG DEVRUEV QHZ LQYHVWRUV ZKR KDG EHHQ SD\LQJ PRUH/ LW FKDUJHV

PRUH1 2QH ZD\ WR UHDG WKLV WDEOH LV WKDW 47 RI WKH 4: WLPHV D IXQG DEVRUEHG WKH

VKDUHKROGHUV RI D EHWWHU0SHUIRUPLQJ IXQG/ LWV RZQ SHUIRUPDQFH VXEVHTXHQWO\ LPSURYHG/

DQG WKDW 4< RI WKH 5< WLPHV LW DEVRUEHG D ZRUVH0SHUIRUPLQJ IXQG/ LWV RZQ SHUIRUPDQFH

GHWHULRUDWHG1

$ VLPSOH UHJUHVVLRQ WHVWV WKH PDJQLWXGH DQG GLUHFWLRQ RI WKH SULFH UHYLVLRQ1 7KH

LQGHSHQGHQW YDULDEOH LV WKH SUHGLFWHG YDOXH RI WKH VXUYLYLQJ IXQG¶V SULFH FKDQJH/ DQG WKH

GHSHQGHQW YDULDEOH LV WKH DFWXDO FKDQJH1 :H UXQ WKH UHJUHVVLRQ WZLFH ± RQFH ZLWK WKH 78

PHUJHUV ZLWK IHH GDWD/ DQG DJDLQ ZLWK WKH 79 PHUJHUV ZLWK SVHXGR0IHHV1 7KH UHVXOWV DUH LQ

7DEOH ,,/ ZKLFK VKRZV WKDW/ HLWKHU ZD\/ WKH W0VWDWLVWLFV IRU WKH FRHIILFLHQW RQ WKH SUHGLFWLRQ

LQGLFDWH KLJK VWDWLVWLFDO VLJQLILFDQFH/ DQG WKH 55 LV DURXQG 47(1

7KH GDWD EHDU RXW WKH PRGHO/ EXW WKH\ ZRXOG DOVR EHDU RXW D PRGHO ZKHUH IXQGV

MXVW VHW IHHV HTXDO WR FRVWV/ DQG WKH VXUYLYLQJ IXQG FKDQJHV LWV PHQX RI FRVWO\ VHUYLFHV LQ

WKH GLUHFWLRQ RI WKH GLVDSSHDULQJ IXQG¶V PHQX1 $ IXQG¶V WUDQVIHU DJHQW VHUYLFHV LWV

VKDUHKROGHUV/ DQG WKH DYHUDJH WUDQVIHU0DJHQW FKDUJH IRU D PRQH\0IXQG DFFRXQW LQ 4<<8



4:

ZDV '5514;< ZKLFK FRUUHVSRQGV/ JLYHQ WKH FRQFXUUHQW DYHUDJH PRQH\0IXQG DFFRXQW

EDODQFH RI '57/<;3/43 WR <ES RI WKH IHH1 7KLV LV QRW D ODUJH SDUW RI WKH WRWDO IHH/ EXW VHUYLFH

PHQXV YDU\ VR LW LV ZRUWK DGGUHVVLQJ WKLV SRVVLELOLW\1

:H VHDUFKHG WKH 6(& ILOLQJV RQ /(;,621(;,6 DQG IRXQG LQIRUPDWLRQ RQ SUH0

DQG SRVW0PHUJHU VHUYLFH RIIHULQJV IRU 63 RI WKH 7: VXUYLYLQJ IXQGV1 6HUYLFHV ZHUH XVXDOO\

XQFKDQJHG/ EXW WKHUH ZHUH D IHZ DGGLWLRQV DQG GHOHWLRQV1 7R WHVW IRU D FRQQHFWLRQ WR IHH

FKDQJHV/ ZH FDOFXODWHG WKH FKDQJH LQ WKH QXPEHU RI VHUYLFHV44 IRU HDFK PHUJHU/ DQG

FRPSDUHG LW WR WKH IHH FKDQJH/ I450I41 7KH FRUUHODWLRQ/ 0314<:/ KDV WKH ZURQJ VLJQ DQG LV

QRW VLJQLILFDQWO\ GLIIHUHQW IURP ]HUR1 7KLV GRHV QRW VXSSRUW D FRQQHFWLRQ EHWZHHQ VHUYLFH

FKDQJHV DQG IHH FKDQJHV1

$QRWKHU SRVVLELOLW\ LV WKDW/ KROGLQJ WKH PHQX FRQVWDQW/ VRPH LQYHVWRUV FRVW PRUH

WKDQ RWKHUV1 ,Q WKLV VFHQDULR/ D IXQG UDLVHV LWV SULFH ZKHQ LW DGGV VKDUHKROGHUV ZKR KDG

EHHQ SD\LQJ PRUH EHFDXVH WKH\ UDLVH WKH SHU0GROODU FRVW RI UXQQLQJ WKH IXQG1 'HSHQGLQJ

RQ KRZ PXFK RI WKH FRVW RI VHUYLFLQJ DQ DFFRXQW LV IL[HG/ WKH FRVW FRXOG EH KLJKHU WKDQ

<ES IRU IXQGV ZLWK VPDOOHU DYHUDJH EDODQFHV/ DQG IRU DQ\ IXQG WKDW LQKHULWV WKRVH

DFFRXQWV1

2QH ZD\ WR DGGUHVV WKLV SRWHQWLDO FRQIXVLRQ LV WR HVWLPDWH WKH UHODWLYH SULFH0

VHQVLWLYLW\ RI IXQG 5¶V VKDUHKROGHUV ZLWKRXW UHIHUHQFH WR WKH SULFH WKH\ ZHUH FKDUJHG145

)ROORZLQJ WKH VHDVRQLQJ LQWXLWLRQ IURP DERYH/ OHW 5L  6,=(20$;/ GHILQHG DV EHIRUH/ RI

< $V FDOFXODWHG E\ WKH ,QYHVWPHQW &RPSDQ\ ,QVWLWXWH DQG &RRSHUV ) /\EUDQG/ DQG UHSULQWHG LQ 3R]HQ
+4<<;,1
43 $V RI 4524<<8 WKHUH ZDV ':86134; ELOOLRQ LQ PRQH\ IXQG DVVHWV/ DQG WKHUH ZHUH 63/477/677 PRQH\0IXQG
DFFRXQWV +,QYHVWPHQW &RPSDQ\ ,QVWLWXWH +4<<<,,1
44:H FRXQWHG FKHFNLQJ/ V\VWHPDWLF ZLWKGUDZDOV/ GLYLGHQG UHLQYHVWPHQW/ H[FKDQJH SULYLOHJHV/ DXWRPDWLF
LQYHVWPHQW SODQV/ ZLUH UHGHPSWLRQ/ WHOHSKRQH UHGHPSWLRQ/ ZLUH WUDQVIHU/ VZHHS DFFRXQWV/ 736% SODQV/ 734.
SODQV/ ,5$/ 6(3 DQG .HRJK SODQV1



4;

IXQG L MXVW EHIRUH WKH PHUJHU/ VR WKDW 55254 HVWLPDWHV WKH UHODWLYH DWWULWLRQ RI WKH WZR

IXQGV= WKH VPDOOHU WKH UDWLR/ WKH JUHDWHU IXQG 5¶V DWWULWLRQ ZDV UHODWLYH WR IXQG 4¶V1 $

VLPSOH PRGHO IRU IXQG 4¶V SULFH UHYLVLRQ XSRQ DEVRUELQJ IXQG 5¶V VKDUHKROGHUV LV

I452I4  .+452+44.45,,û+55254,ù

7KH SHUFHQWDJH SULFH FKDQJH YDULHV ZLWK WKH VL]H RI IXQG 5 UHODWLYH WR WKH PHUJHG IXQG/

DQG ZLWK WKH UHODWLYH DWWULWLRQ1 7KLV PRGHO LV DGPLWWHGO\ DG0KRF/ EXW LW FDSWXUHV WKH

LQWXLWLRQ WKDW WKH H[SODQDWRU\ YDULDEOHV HQWHU PXOWLSOLFDWLYHO\1 5HVXOWV IRU IHHV DQG

SVHXGR0IHHV DUH LQ 7DEOH ,,,1

%\ HLWKHU IHH PHDVXUH/ WKH FRHIILFLHQW RQ UHODWLYH DWWULWLRQ LV VLJQLILFDQW LQ WKH

SUHGLFWHG GLUHFWLRQ1 :KHQ D IXQG DGGV DVVHWV WKDW UHPDLQHG DIWHU PRUH DWWULWLRQ/ LW UDLVHV

LWV SULFH1

45 $QRWKHU ZD\ LV WR DQDO\]H DYHUDJH DFFRXQW VL]H/ EXW WKLV LV XQDYDLODEOH IRU PDQ\ RI WKH PHUJHUV1 $QG WKH
QXPEHUV WKDW DUH UHSRUWHG DUH XQUHOLDEOH GXH WR IXQGV¶ SUDFWLFH RI UHSRUWLQJ D PDVWHU DFFRXQW/ VXFK DV DOO
VZHHS DFFRXQWV DW D SDUWLFXODU EURNHUDJH/ DV RQH VKDUHKROGHU1



4<

91 6XPPDU\ DQG &RQFOXVLRQ

$ IXQG¶V SDVW LQIOXHQFHV LWV IXWXUH E\ VHOHFWLQJ LWV SUHVHQW LQYHVWRUV1 :H LOOXVWUDWH

VRPH RI WKH LQIOXHQFH RQ PDQDJHPHQW SULFLQJ1 $ SDVW WKDW VHOHFWHG SHUIRUPDQFH0

LQVHQVLWLYH LQYHVWRUV HQFRXUDJHV KLJKHU SULFLQJ/ ZKHWKHU E\ WKH VDPH IXQG RU E\ D

GLIIHUHQW IXQG WKDW DEVRUEV WKH LQYHVWRUV1 7KLV G\QDPLF LV DSSDUHQW IURP VHYHUDO DQJOHV LQ

D VDPSOH RI UHWDLO PRQH\0IXQGV1

7KLV SDSHU SURYLGHV VRPH VLPSOH H[DPSOHV RI WKH SRWHQWLDO DQG HPSLULFDO

VLJQLILFDQFH RI VKDUHKROGHU VHOI0VHOHFWLRQ1 ,W LV QRW LQWHQGHG WR EH H[KDXVWLYH/ DQG LQGHHG

WKHUH DUH PDQ\ GLUHFWLRQV RQH FRXOG WDNH WKLV OLQH RI UHDVRQLQJ/ QRW RQO\ WR RWKHU IXQG0

W\SHV EXW DOVR WR RWKHU GHWHUPLQDQWV DQG LPSOLFDWLRQV RI VHOI0VHOHFWLRQ1 7KH

FKDUDFWHULVWLFV RI D IXQG¶V LQYHVWRUV ZRXOG SUHVXPDEO\ UHIOHFW WKH PDUNHWLQJ WKDW EURXJKW

WKHP LQ/ DQG/ JLYHQ WKH HDVH RI WUDQVIHUULQJ EDODQFHV/ WKH PDUNHWLQJ/ SHUIRUPDQFH DQG

SULFLQJ RI WKH IDPLO\¶V RWKHU IXQGV1 )RU H[DPSOH/ ZKHQ 3XWQDP ,QYHVWPHQWV DWWUDFWHG

OLWWOH QHZ PRQH\ ZLWK D SULFH FXW/ RQH H[SODQDWLRQ ZDV WKDW IHH0VHQVLWLYH LQYHVWRUV

³SUREDEO\ GRQ¶W GR EXVLQHVV ZLWK ORDG0IXQG FRPSDQLHV VXFK DV 3XWQDP1´46

7KH VHDVRQLQJ ORJLF PD\ DOVR KDYH VRPH UHOHYDQFH WR WKH SUROLIHUDWLRQ RI IXQGV1

-XVW DV D IXQG IDPLO\ ZRXOG SUHIHU QRW WR PHUJH LQDFWLYH LQYHVWRUV ZLWK DFWLYH RQHV/ LW

PD\ DOVR SUHIHU QRW WR DOWHU D IXQG¶V PDQDJHPHQW/ PDUNHWLQJ RU SULFLQJ LQ D ZD\ WKDW

EULQJV DFWLYH LQYHVWRUV LQWR D IXQG ZLWK RQO\ LQDFWLYH LQYHVWRUV UHPDLQLQJ1 7KH SURILW0

PD[LPL]LQJ VWUDWHJ\ PD\ EH WR OHDYH WKH ROG IXQG DORQH/ ZLWK LWV WUDFN UHFRUG VWLOO YLVLEOH/

DQG VWDUW D QHZ IXQG IRU WKH QHZ LQYHVWRUV1 $ IXQG WKDW KDV GRQH EDGO\ LV DQ

HPEDUUDVVPHQW EXW DOVR DQ DVVHW1

46 :DOO 6WUHHW -RXUQDO +4<<<,
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$SSHQGL[= /LVW RI 0HUJHUV

)XQG 4 )XQG 5 'DWH 44 45 I4 I5 I45
3ULQFRU &DVK 0JPW )XQG (*7 0RQH\ 0DUNHW 7UXVW ìëîëîåå æí ëç ìïíë ìïêé ìïíí

6KHDUVRQ 'DLO\ 'LYLGHQG +XWWRQ &DVK 5HVHUYH 0JWï ìëîëîåå éäêë ëæåä íïåí íïèä íïæí

6KHDUVRQ 'DLO\ 'LYLGHQG +XWWRQ $0$ &DVK )XQG ìëîëîåå éäêë ìæêè íïåí íïçí íïæí

6KHDUVRQ 'DLO\ 'LYLGHQG 6KHDUVRQ )0$ &DVK ìëîëîåå éäêë ìäéë íïåí íïçç íïæí

6KHDUVRQ 'DLO\ 'LYLGHQG /HKPDQ 0DQDJHPHQW &DVK 5HVï ìëîëîåå éäêë ëåå íïåí íïæì íïæí

)UDQNOLQ 0) %,55 :LOVRQ 0RQH\ )XQG ìëîêíîåå ìéëä ìì íïåí ìïìë íïæê

(PEOHP 3ULPH 3RUWIROLR 6HDJDWH 3ULPH 2EOLJDWLRQV )XQG èîìåîäí êìì åì íïçì íïçç íïçë

5%% 003î%HGIRUG &ODVV +RPH &DVK 5HVHUYHV çîìîäí ìèì èèé íïäê íïäê íïäë

&HQWHQQLDO &DVK 5HVHUYHV 0DVVPXWXDO 0RQH\ 0DUNHW )XQG êîëäîäì èë åê ìïíí ìïìê ìïëè

&RUWODQG 7UXVW *HQ 00) 3DUNZD\ &DVK )XQG äîçîäì åéæ çê ìïíì ìïíí ìïíí

'UH\IXV :RUOGZLGH 'ROODU 00) 'DLZD 0RQH\ )XQG äîëíîäì åäåä ä íïíì ìïìí íïéæ

3ULPH &DVK 6HULHV 6R )DUP %XUHDX &DVK )XQG ììîìèîäì æèç ëê íïäé ìïëé íïää

7 5RZH 3ULFH 3ULPH 5HVHUYH %HOO $WODQWLF 003 ìëîëæîäì éëëä ìê íïæè íïæè íïæè

3ULPH 9DOXH &DVK ,QY )XQG $OWXUD 3ULPH 2EOLJ 3RUW ìîìæîäë ìììì ìäì íïèì íïçæ íïèí

6PLWK %DUQH\ &DVK 3RUWIROLR 9DQWDJH &DVK 0RQH\ 0DUNHW )XQG çîëçîäë ìåíè ììëí íïèë íïèç íïçé

7ð5RZH 3ULFH 3ULPH 5HVHUYH 86)÷* &DVK 5HVHUYH )XQG åîëìîäë êåéé ëå íïæå íïäæ íïæé

+DQRYHU &DVK 0JPW )XQG &%& &RUQHUVWRQH 3ULPH 00) ìíîëîäë ëêé êíä íïçæ íïèå íïèå

1DWLRQV 3ULPH 00)î,QY $ 1DWLRQV 00)î,QYHVWRU $ ììîìêîäë ëåê ë íïçè íïéê íïçè

$PEDVVDGRU 00) 6Wï &ODLU 00)î3ULPH 2EOLJ ììîëíîäë êêé ëêì íïéé íïæä íïèê

,Y\ 00) $PHULFDQ ,QYHVWRUV 0RQH\ )XQG ìîëäîäê ìæ ê íïåè íïçê íïåè

3DFLILF +RUL]RQ 3ULPH )XQG )LUVW )XQGV RI $PHULFD 00) ëîëçîäê ììçí ììì íïèç íïèè íïèë

6KRUW 7HUP ,QFRPHî003 &O $ 'DLO\ ,QFRPH )XQG çîìåîäê æäì êéí íïåê íïæí íïäì

3LRQHHU &DVK 5HVHUYHV )XQG 3LRQHHU 0RQH\ 0DUNHW $FFRXQW æîìîäé çê ìíæ íïæè ìïëä íïåå

3ULPH &DVK 6HULHV 9R\DJHXU 0RQH\ 0DUNHW )XQG ìíîëåîäé åêé ìæ íïää íïåè íïää

'UH\IXVî/DXUHO 3ULPH , 00)î ,QY &O 'UH\IXVî/DXUHO &DVK 0JPWî,QY ììîéîäé ìëê é íïæì íïäæ íïæí

6PLWK %DUQH\ &DVK 3RUWî&O $ 6PLWK %DUQH\ 6KHDUVRQ 'DLO\ 'LY ììîìåîäé êíéì ìéçèå íïçé íïæí íïçë

(YHUJUHHQ 007î&O < )LUVW 8QLRQ 003î&O < 6KUV æîæîäè ëéæ èç íïêë íïéì íïéè

$PHULFDQ &DSLWDO 5HVHUYH )XQG 9DQ .DPSHQ 0HUULWW 00)î&ODVV $ äîëëîäè êéë ëí ìïíí ìïíå ìïíë

*DOD[\ 00)î5HWDLO 6KDZPXW 3ULPH 00)î,QYPW 6KUV ìëîìîäè çìí ëæì íïæé íïæì íïæì

(YHUJUHHQ 00î&O $ ))% &DVK 0DQDJHPHQW )XQG ìîìäîäç åçé èäå íïåì íïçç íïæä

3DLQH:HEEHU 50$ 0)î003 .LGGHU 3HDERG\ 3UHPLXP $FFRXQW ëîìçîäç çéíì èìç íïèä íïæí íïèä

3DLQH:HEEHU 50$ 0)î003 .LGGHU 3HDERG\ &DVK 5HVHUYH ëîìçîäç çéíì åèç íïèä íïæé íïèä

&RUH)XQGV &DVK 5HVHUYHî&O & &RQHVWRJD &DVK 0JPWî&O $ ,QYHVWRU éîìëîäç ìä ë íïæê íïèç íïæè

9LVWD *OREDO 00)î9LVWD 6KUV +DQRYHU &DVK 0DQDJHPHQW èîêîäç ììæ ìéèì íïèæ íïèå íïèä

3HJDVXV 00) 3UDLULH 0RQH\ 0DUNHW )XQGî&O $ äîìêîäç ìåèì éíë íïæè íïèì íïæé

7UDQVDPHULFD &DVK 5HVHUYH 7UDQVDPHULFD 3UHPLXP &DVK $FFW ììîêíîäí éêé ìëæ íïéè íïéè íïèæ

7UDQVDPHULFD &DVK 5HVHUYH 7UDQVDPHULFD 0RQH\ 0DUNHW )XQG èîêìîäì êêí ìç íïéç ìïêí íïçê

%RVWRQ &RPSDQ\ &DVK 0JPW $PHULFDQ ([SUHVV 00) ëîæîäë ëæí éì íïåç ú1î$ íïäæ

:RRGZDUG 00) %LVRQ 00)î0RQH\ 0DUNHW 3RUW ìîìîäê ìììå êêè íïèë íïéè íïéæ

(YHUJUHHQ 007î&O $ )LUVW 8QLRQ 003î&O $ ,QYPW 6KUV æîæîäè ê èçç ú1î$ íïçì íïæè

6WDJHFRDFK 00)î&O $ 3DFLILFD 0RQH\ 0DUNHW )XQG äîçîäç êèéë ìåë íïæè íïçé íïæè

1DWLRQV 3ULPH )XQGî3ULPDU\ $ 3HDFKWUHH 3ULPH 00)î,QYPW 6KUV äîëæîäç ëéçæ êä íïê íïè íïê

ìæåé 3ULPH 00) %D\)XQGV 003î,QYHVWPHQW 6KUV ìëîçîäç äæ éè íïçë íïåæ íïçè

/HJJ 0DVRQ &DVK 5HVHUYH %DUWOHWWî&DVK 5HVHUYHV )XQG ìëîëíîäç ìëæí êä íïæè íïæå íïæå

)UDQNOLQ 0RQH\ )XQG 7HPSOHWRQ 0RQH\ )XQG ìëîêìîäç ìëêæ ììè íïæè íïäç íïçå

6WHSVWRQH 00) +LJK0DUN 'YVIG 2EOLJî&O $ éîëèîäæ èëä ìéì íïæê íïæè íïæè

1DWLRQV 3ULPHî,QY % 3LORW 6ð7 'LYVIG $VVHWVî$GPLQ èîìçîäæ êèå ëçê íïèè íïèë íïèè
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5HIHUHQFHV

%RJOH/ -RKQ &1/ 4<<7/ %RJOH RQ PXWXDO IXQGV= QHZ SHUVSHFWLYHV IRU WKH LQWHOOLJHQW
LQYHVWRU +,UZLQ/ %XUU 5LGJH ,/,1

%UDQGVWUDGHU/ -151/ 4<<5/ %HWWHU +LQ WKH , UHG WKDQ GHDG/ %DUURQ¶V +432592<5,/04700481

%URZQ/ 6WHSKHQ -1 DQG :LOOLDP 11 *RHW]PDQQ/ 4<<8/ 3HUIRUPDQFH SHUVLVWHQFH/ -RXUQDO
RI )LQDQFH 83+5,/ 9:<09<;1

&DUKDUW/0DUN 01/ 4<<:/ 2Q SHUVLVWHQFH LQ 0XWXDO )XQG SHUIRUPDQFH/ -RXUQDO RI )LQDQFH
85+4,/ 8:0;51

&KHYDOLHU/ -XGLWK DQG *OHQ (OOLVRQ/ 4<<:/ 5LVN0WDNLQJ E\ PXWXDO IXQGV DV D UHVSRQVH WR
LQFHQWLYHV/ -RXUQDO RI 3ROLWLFDO (FRQRP\ 438/ 449:045331

&KULVWRIIHUVHQ/ 6XVDQ/ 4<<;/ )HH ZDLYHUV LQ PRQH\ PDUNHW PXWXDO IXQGV/:RUNLQJ 3DSHU/
0F*LOO 8QLYHUVLW\1

'RPLDQ/ 'DOH /1/ DQG :LOOLDP 5HLFKHQVWHLQ/ 4<<;/ 3HUIRUPDQFH DQG SHUVLVWHQFH LQ
PRQH\ PDUNHW IXQG UHWXUQV/ )LQDQFLDO 6HUYLFHV 5HYLHZ 9+6,/ 49<04;61

)UHGPDQ/ $OEHUW -1 DQG 5XVV :LOHV/ 4<<;/ +RZ 0XWXDO )XQGV :RUN +3UHQWLFH0+DOO/
3DUDPXV 1-,1

*RHW]PDQQ/:LOOLDP 11/ DQG 1DGDY 3HOHV/ 4<<9/ &RJQLWLYH GLVVRQDQFH DQG PXWXDO IXQG
LQYHVWRUV/ -RXUQDO RI )LQDQFLDO 5HVHDUFK 53/ 478048;1

*UXEHU/0DUWLQ -1/ 4<<9/ $QRWKHU SX]]OH= WKH JURZWK LQ DFWLYHO\ PDQDJHG PXWXDO IXQGV/
-RXUQDO RI )LQDQFH 84+6,/ :;60;431

,QYHVWPHQW &RPSDQ\ ,QVWLWXWH/ 4<<</0XWXDO IXQG IDFW ERRN/
+ZZZ1LFL1RUJ2IDFWVBILJXUHV2IDFWERRN<<BWRF1KWPO,1

,SSROLWR/ 5LFKDUG $1/ 4<<5/ &RQVXPHU UHDFWLRQ WR PHDVXUHV RI SRRU TXDOLW\= HYLGHQFH
IURP WKH PXWXDO IXQG LQGXVWU\/ -RXUQDO RI /DZ DQG (FRQRPLFV 68/ 780:31

/DGHUPDQ/ -HIIUH\ 01/ 4<<5/ 'UH\IXV= QR ORQJHU NLQJ RI WKH MXQJOH/ %XVLQHVV :HHN
+<25;2<5,/ S1 4471

0DONLHO/ %XUWRQ *1/ 4<<9/ $ UDQGRP ZDON GRZQ :DOO 6WUHHW +:1:1 1RUWRQ/ 1HZ <RUN,1

3R]HQ/ 5REHUW &1/ 4<<;/ 7KH PXWXDO IXQG EXVLQHVV +0,7 3UHVV/ &DPEULGJH 0$,1

6LUUL/ (ULN 51 DQG 3HWHU 7XIDQR/ 4<<;/ &RVWO\ VHDUFK DQG PXWXDO IXQG IORZV/ -RXUQDO RI
)LQDQFH 86+8,/ 48;<049551
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:DOO 6WUHHW -RXUQDO/ $SULO 5</ 4<<</ +RZ LQYHVWRUV IDLOHG WR QRWH D IXQG EHQHILW= $ FXW LQ
IHHV +'RZ -RQHV ) &RPSDQ\/ ,QF1/ 1HZ <RUN/ 1<,1

=KHQJ/ /X/ 4<<</ ,V PRQH\ VPDUW" $ VWXG\ RI PXWXDO IXQG LQYHVWRUV¶ IXQG VHOHFWLRQ
DELOLW\/ -RXUQDO RI )LQDQFH 87+6,/ <340<661
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7DEOH ,
1RQ0SDUDPHWULF WHVWV RI IHH FKDQJHV IROORZLQJ PHUJHUV

7KLV WDEOH VXPPDUL]HV WKH IHHV FKDUJHG E\ 7LHU 4 DQG 5 UHWDLO PRQH\ IXQGV DURXQG PHUJHUV1 I4 DQG I5 DUH WKH
IHHV FKDUJHG E\ WKH VXUYLYLQJ DQG GLVDSSHDULQJ IXQGV/ UHVSHFWLYHO\/ LQ WKHLU ODVW ILVFDO \HDUV EHIRUH WKH
PHUJHU/ DQG I45 LV WKH IHH FKDUJHG E\ WKH VXUYLYLQJ IXQG LQ LWV ILUVW FRPSOHWH ILVFDO \HDU DIWHU WKH PHUJHU1 S5$
DQG S4$ DUH HVWLPDWHG IHHV WZR TXDUWHUV EHIRUH WKH PHUJHU/ S4% LV HVWLPDWHG RQH TXDUWHU EHIRUH/ DQG S45& LV
HVWLPDWHG WKH KDOI0\HDU DIWHU WKH PHUJHU1
3DQHO $= $FWXDO )HHV

I450I4= ?3  3 !3
I50I4
?3 44 8 5
 3 4 4 4
!3 : 6 47
3HDUVRQ &KL06TXDUHG 7HVW= 4314537
3URE+35!35+138,, 3136;
3DQHO %= 3VHXGR0)HHV

S45&0S4%= ?3  3 !3
S5$0S4$
?3 47 3 6
 3 3 3 3
!3 43 3 4<
3HDUVRQ &KL06TXDUHG 7HVW= <1;757
3URE+35!35+138,, 31335

7DEOH ,,
5HJUHVVLRQV RI DFWXDO RQ SUHGLFWHG SULFH FKDQJHV

I4/L DQG I5/L DUH WKH IHHV RI WKH VXUYLYLQJ DQG GLVDSSHDULQJ IXQG/ UHVSHFWLYHO\/ LQ WKH LWK PRQH\ IXQG PHUJHU/ LQ
WKHLU ODVW FRPSOHWH ILVFDO \HDUV EHIRUH WKH PHUJHU1 I45/L LV WKH IHH RI WKH VXUYLYLQJ IXQG LQ WKH ILUVW FRPSOHWH
ILVFDO \HDU DIWHU WKH PHUJHU1 44/L DQG 45/L DUH WKH DVVHWV XQGHU PDQDJHPHQW RI WKH IXQGV EHIRUH WKH PHUJHU1
7KH VHFRQG UHJUHVVLRQ XVHV SVHXGR0IHHV> S5$ DQG S4$ DUH HVWLPDWHG IHHV WZR TXDUWHUV EHIRUH WKH PHUJHU/ S4%
LV HVWLPDWHG RQH TXDUWHU EHIRUH/ DQG S45& LV HVWLPDWHG WKH TXDUWHU DIWHU WKH PHUJHU1 70VWDWLVWLFV DUH LQ
SDUHQWKHVHV1
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
$FWXDO )HHV=
I45/,0I4/L  313488 . 319;6>45/LI4/L2+45/LI4/L.44/LI5/L,@+I5/L0I4/L, 55 461;(

+4144, +5195, 1 78

00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000
3VHXGR0IHHV=
S45&/L0S4%/L  03133< . 3186<>45/LS4$/L2+45/LS4$/L.44/LS5$/L,@+S5$/L0S4$/L, 55 4713(

+031:4, +519;, 1 79
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
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7DEOH ,,,
5HJUHVVLRQV RI SULFH FKDQJHV RQ UHODWLYH DWWULWLRQ DQG VL]H

I4/L DQG I5/L DUH WKH IHHV RI WKH VXUYLYLQJ DQG GLVDSSHDULQJ IXQG/ UHVSHFWLYHO\/ LQ WKH LWK PRQH\ IXQG PHUJHU/ LQ
WKHLU ODVW FRPSOHWH ILVFDO \HDUV EHIRUH WKH PHUJHU1 I45/L LV WKH IHH RI WKH VXUYLYLQJ IXQG LQ WKH ILUVW FRPSOHWH
ILVFDO \HDU DIWHU WKH PHUJHU1 44/L DQG 45/L DUH WKH DVVHWV XQGHU PDQDJHPHQW RI WKH IXQGV EHIRUH WKH PHUJHU1
7KH VHFRQG UHJUHVVLRQ XVHV SVHXGR0IHHV> S5$ DQG S4$ DUH HVWLPDWHG IHHV WZR TXDUWHUV EHIRUH WKH PHUJHU/ S4%
LV HVWLPDWHG RQH TXDUWHU EHIRUH/ DQG S45& LV HVWLPDWHG WKH TXDUWHU DIWHU WKH PHUJHU1 2Q WKH OHIW0KDQG VLGH/ S5$
DQG S4$ ILOO LQ IRU I5 DQG I4/ DQG RQ WKH ULJKW0KDQG VLGH/ S45& DQG S4% ILOO LQ IRU I45 DQG I41 54/, DQG 55/, DUH WKH
DVVHWV XQGHU PDQDJHPHQW RI WKH WZR IXQGV/ MXVW EHIRUH WKH PHUJHU/ GLYLGHG E\ WKH UHVSHFWLYH PD[LPXP
DVVHWV XQGHU PDQDJHPHQW UHSRUWHG WR 0)5 RYHU WKH VDPSOH SHULRG1 70VWDWLVWLFV DUH LQ SDUHQWKHVHV1
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
$FWXDO )HHV=
ORJ+I45/L2I4/L,  031394 03138<ORJ+45/L2+44/L.45/L,, 03159:ORJ+55/L25,/L, 55 541<(

+04159, +04155, +0513;, 1 78

00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000
3VHXGR0IHHV=
ORJ+S45/L2S4/L,  03134< 031339ORJ+45/L2+44/L.45/L,, 0313:<ORJ+55/L25,/L, 55 4;13(

+041;4, +03178, +05165, 1 79
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB
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)LJXUH 41 1HW IHHV RI 7LHU 4 DQG 7LHU 5 UHWDLO PRQH\ IXQGV FKDUJHG LQ )<<9/ LQ DQQXDO SHUFHQW1

)LJXUH 51 ([FHVV )<<9 UHWXUQ YV1 )<<9 IHH1 7KH H[FHVV UHWXUQ LV WKH WRWDO UHWXUQ RI WKH IXQG/ PLQXV WKH
DYHUDJH WRWDO UHWXUQ RI DOO 7LHU 4 DQG 5 UHWDLO PRQH\ IXQGV RYHU WKH VDPH ZHHNV1
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)LJXUH 61 3HUIRUPDQFH SHUVLVWHQFH RI 7LHU 4 DQG 7LHU 5 UHWDLO PRQH\ IXQGV1 ([FHVV UHWXUQ +UHODWLYH WR
LQGH[ RI DOO IXQGV, LQ RQH \HDU FRPSDUHG WR H[FHVV UHWXUQ LQ WKH QH[W1 ,Q EDVLV SRLQWV1

)LJXUH 71 1HW WZR0ZHHN IORZ LQWR PRQH\ IXQGV/ VRUWHG E\ SDVW SHUIRUPDQFH1 )XQGV DUH VRUWHG LQWR 58ES0
ZLGH ELQV E\ WKHLU ZHHN Z SHUIRUPDQFH/ DQG WKH PHGLDQ SHUFHQWDJH FKDQJH LQ DVVHWV XQGHU PDQDJHPHQW E\
ZHHN Z.5 LV FDOFXODWHG IRU HDFK ELQ1
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)LJXUH 81 )HHV DQG $VVHWV RI WKH 'UH\IXV :RUOGZLGH 'ROODU )XQG1 )HHV +GLVMRLQW OLQHV, DUH RQ WKH OHIW D[LV/
DQG DVVHWV XQGHU PDQDJHPHQW +FRQWLQXRXV OLQH, DUH RQ WKH ULJKW D[LV1

)LJXUH 91 5HODWLYH \LHOG YV1 $WWULWLRQ RI 0RQH\ )XQGV1 )XQGV DUH VRUWHG LQWR ILYH ELQV E\ WKHLU DWWULWLRQ
RYHU WKH ILUVW 7:; ZHHNV RI WKH 0)5 VDPSOH SHULRG/ DQG WKH DYHUDJH DQQXDOL]HG \LHOG ZLWKLQ HDFK ELQ RYHU
WKH WHUPLQDO 59 ZHHNV RI WKH SHULRG LV FDOFXODWHG1
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)LJXUH :1 )HHV FKDUJHG E\ 7LHU 4 DQG 7LHU 5 UHWDLO PRQH\ IXQGV LQ WKHLU ODVW ILVFDO \HDUV EHIRUH WKH PHUJHU/
LQ DQQXDO SHUFHQW1
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