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� 6HH�)DPD�DQG�)UHQFK��������IRU�D�SUHFLVH�GHVFULSWLRQ�RI�WKH�FRQVWUXFWLRQ�RI�60%W DQG�+0/W�
� )RU�D�GHVFULSWLRQ�RI�WKH�FRQVWUXFWLRQ�RI�35�<5�VHH�&DUKDUW��������
� 7KH�/HKPDQ�86�$JJUHJDWH�%RQG�,QGH[��WKDW�ZDV�XVHG�LQ�VHYHUDO�SUHYLRXV�KHGJH�IXQGV�VWXGLHV��ZDV�IRXQG�WR�KDYH�DQ�H[WUHPHO\�KLJK�
FRUUHODWLRQ�ZLWK�WKH�/HKPDQ�%%$�&RUSRUDWH�%RQG�,QGH[�DQG�WKXV�ZDV�UHPRYHG�IURP�RXU�VWXG\�
� $JDUZDO�DQG�1DLN��������VXJJHVW�WKDW�WKH�*ROGPDQ�6DFKV�&RPPRGLW\�LQGH[�LV�D�EHWWHU�DSSUR[LPDWLRQ�RI�WKH�FRPPRGLW\�PDUNHW�DV�
WKH�*ROG�LQGH[�UHJDUGLQJ�KHGJH�IXQGV�
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ZKHUH�50W  �UHWXUQ�RQ�WKH�5XVVHO������,QGH[��06:;86W  �UHWXUQ�RI�WKH�06&,�:RUOG�,QGH[�H[FOXGLQJ�86��6:*%,W  �UHWXUQ�RI�WKH�6DORPRQ�:RUOG�*RYHUQPHQW�%RQG�,QGH[��-30(0%,W  �UHWXUQ�RI�WKH�-3�0RUJDQ�(PHUJLQJ�0DUNHW�%RQG�,QGH[��+<W  �UHWXUQ�RI�WKH�/HKPDQ�+LJK�<LHOG�&UHGLW�%RQG�,QGH[�HW�0257W  � UHWXUQ� RI� WKH� /HKPDQ� 0RUWJDJH�%DFNHG� 6HFXULWLHV� ,QGH[�� DQG *6&,W  � UHWXUQ� RI� WKH�*ROGPDQ�6DFKV�&RPPRGLW\�,QGH[�
,,,�'DWD�
����'DWDEDVH7KUHH�PDLQ� KHGJH� IXQG� GDWDEDVHV� DUH� DYDLODEOH� IRU� HPSLULFDO� VWXGLHV�� µ0DQDJHG�$FFRXQW�5HSRUWV¶��0$5��� µ+HGJH� )XQG� 5HVHDUFK�� ,QF�¶� �+)5��� DQG� µ7$66� 0DQDJHPHQW¶� �7$66�� �$PLQ� DQG� .DW���������7KHVH�GDWDEDVHV�DUH�WKH�PRVW�XVHG�LQ�DFDGHPLF�DQG�FRPPHUFLDO�KHGJH�IXQG�VWXGLHV���'DWD�YHQGRUV�GR�QRW�RQO\�FROOHFW�SHUIRUPDQFH�GDWD��)RU�D�PDMRULW\�RI IXQGV��WKH\�UHFRUG�RWKHU�XVHIXO�LQIRUPDWLRQ� VXFK� DV� FRPSDQ\� QDPH�� VWDUW� DQG� HQGLQJ� GDWH�� VWUDWHJ\� IROORZHG�� DVVHWV� XQGHU�PDQDJHPHQW�� PDQDJHPHQW� DQG� LQFHQWLYH� IHHV�� PDQDJHU
V� QDPH� HWF�� 7KHUH� LV� QR� FRQVHQVXV� RQ� WKH�GHILQLWLRQ�RI�WKH�VWUDWHJ\�IROORZHG�EXW�WKHUH�DUH�VLPLODULWLHV��0$5�GHILQHV���VWUDWHJLHV�ZLWK�D�WRWDO�RI����VXE�VWUDWHJLHV��+)5�GHILQHV�VL[WHHQ�GLIIHUHQW�VWUDWHJLHV�LQ�WZR�FDWHJRULHV�����QRQ�GLUHFWLRQDO�DQG���GLUHFWLRQDO� VWUDWHJLHV��SOXV� WKH�)XQGV�RI�)XQGV�DQG� WKH�6HFWRU�FDWHJRULHV��)LQDOO\��7$66�GHILQHV����VWUDWHJLHV��:H�XVH�KHGJH�IXQG�GDWD�IURP�0$5��DV�LQ�)XQJ�DQG�+VLHK���������6FKQHHZHLV�DQG�6SXUJLQ���������DQG� $PLQ� DQG� .DW� �������� 7KH� GDWDEDVH� JLYHV� PRQWKO\� QHW�RI�IHH� LQGLYLGXDO� UHWXUQV� DQG� RWKHU�LQIRUPDWLRQ�RQ� LQGLYLGXDO� IXQGV� DQG�JURXSV� WKHP LQ� LQGLFHV��:H�XVH�����PRQWKO\� UHWXUQV�RQ�����LQGLYLGXDO�KHGJH�IXQGV�SOXV����LQGLFHV�����LQYHVWPHQW�VW\OHV�ZLWK���LQGLFHV�IRU�HDFK�LQYHVWPHQW�VW\OH ��RQVKRUH�� RIIVKRUH� DQG� D� FRPELQHG� LQGH[��� 7KHVH� IXQGV� LQFOXGH� ����� IXQGV� DOLYH� DW� WKH� HQG� RI� WKH�SHULRG�������DQG������GLVVROYHG�IXQGV�������+HGJH� IXQGV� DUH� FODVVLILHG� LQ� WZR�FDWHJRULHV��7KH� ,QGLYLGXDO�)XQGV�FDWHJRU\� IHDWXUHV����VWUDWHJLHV��(YHQW� GULYHQ� ± 5LVN� $UELWUDJH�� (YHQW�'ULYHQ� ± 'LVWUHVVHG� 6HFXULWLHV�� *OREDO�� *OREDO� (VW��� *OREDO�
� 7KH�WKUHH�GDWDEDVHV�KDYH�QHYHU�EHHQ�XVHG�WRJHWKHU�LQ�D�VWXG\��EXW�$FNHUPDQQ�DQG�5DYHQVFUDIW��������DQG�$FNHUPDQQ�HW�DO���������
DQG�&DSRFFL�DQG�+�EQHU��������XVHG�D�FRPELQDWLRQ�RI�+)5�DQG�0$5�ZKLOH�/LDQJ��������XVHV�D�FRPELQDWLRQ�RI�7$66�DQG�+)5�
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,QWHUQ���*OREDO�(PHUJLQJ��86�2SS����0DFUR��0NW�1HXWUDO��/RQJ�2QO\�/HYHUDJHG��6HFWRU��6KRUW�6DOHV�DQG� 1R� &DWHJRU\�� WKH� ODWWHU� RQH� FRUUHVSRQGLQJ� WR� IXQGV� ZLWK� QR� VWDWHG� VWUDWHJ\� DQG� IXQGV� ZKRVH�VWUDWHJ\�GRHV�QRW�ILOO�LQ�DQ\�RI�WKH�DERYH��7KH�)XQGV�RI�)XQGV�FDWHJRU\�IHDWXUHV���VWUDWHJLHV��1LFKH��'LYHUVLILHG�DQG�2WKHUV�:H� WDNH� WKH�YDOXH�ZHLJKWHG�SRUWIROLR�RI� DOO�1<6(��$PH[�DQG�1DVGDT� VWRFNV�PDUNHW�SUR[\� WKDW� LV�XVXDOO\�XVHG� LQ�PXWXDO� IXQGV�SHUIRUPDQFH�VWXGLHV� �VHH�H�J��)DPD�DQG�)UHQFK��������������&DUKDUW���������,WV�DOPRVW�SHUIHFWO\�FRUUHODWLRQ�ZLWK�WKH�5XVVHOO������LQGH[�XVHG�LQ�$JDUZDO�DQG�1DLN��������VXJJHVWV�WKDW�ERWK�PDUNHW�SUR[LHV�DUH�YHU\�VLPLODU���)LQDOO\��WKH�RQH�PRQWK�7�ELOO�UDWH�IURP�,EERWVRQ�$VVRFLDWHV�LV�WDNHQ�DV�WKH�ULVN�IUHH�UDWH�
����%DVLF�3HUIRUPDQFH3DQHO� $� RI� 7DEOH� �� FRQWDLQV� GHVFULSWLYH� VWDWLVWLFV� RI� WKH� IXQGV�� ZKHWKHU� OLYLQJ� RU� GHDG�� LQ� RXU�GDWDEDVH�� 7KHVH� KHGJH� IXQGV� GDWD� DUH� FRQWUDVWHG� DJDLQVW� WKH� GHVFULSWLYH� VWDWLVWLFV� RI� WKH� IDFWRUV�LQWURGXFHG�LQ�HTXDWLRQ�����RI�6HFWLRQ����7KHVH�VWDWLVWLFV�DUH�UHSRUWHG�LQ�SDQHO�%�RI�7DEOH���,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH3DQHO�$�VKRZV�WKDW�WKH�KLJKHVW�PHDQ�UHWXUQ�ZDV�DFKLHYHG�E\�WKH�6HFWRU����������WKHQ�WKH�*OREDO�(VW���������� DQG� *OREDO� (PHUJLQJ� �������� IROORZ�� $YHUDJH� UHWXUQV� RI� IXQGV� RI� IXQGV� DUH� DOO� DURXQG�������� RQO\� IROORZHG� E\� WKH� *OREDO� �������� VWUDWHJ\� WKDW� DFKLHYHV� WKH� ORZHVW� PHDQ� UHWXUQ�� 7KLV�SDWWHUQ�LV�VLPLODU�IRU�WKH�PHDQ�H[FHVV�UHWXUQV�7KHVH� GHVFULSWLYH� VWDWLVWLFV� GLIIHU� IURP� WKH� UHVXOWV� REWDLQHG� E\�&DSRFFL� DQG�+�EQHU� ������� IRU� WKH����������� SHULRG�� ZKR� ILQG� WKDW� WKH� EHVW� SHUIRUPHUV� DUH� 86� 2SSRUWXQLVWLFV� 6PDOO� &DSV�� 86�2SSRUWXQLVWLFV�*URZWK�DQG�6HFWRU�ZKLOH� WKH�ZRUVW�DYHUDJH�SHUIRUPHUV�DUH�)RUHLJQ�([FKDQJH��6KRUW�6HOOHUV� WKH� DQG� )XQGV� RI� )XQGV�� ZLWKRXW� VXE�VWUDWHJ\�� 7KLV� GLIIHUHQFH� FDQ� EH� H[SODLQHG� E\� WKH�GLIIHUHQFH�LQ�WKH�GDWDEDVH�XVHG��0$5�FRPELQHG�ZLWK�+)5�IRU�&DSRFFL�DQG�+�EQHU��������DQG�WKH�GLIIHUHQW�WLPH�SHULRG�VWXGLHG�7KH� 6KDUSH� PHDVXUH� �WKH� UDWLR� RI� H[FHVV� UHWXUQ� DQG� VWDQGDUG� GHYLDWLRQ�� RIIHUV� D� PXFK� GLIIHUHQW�SLFWXUH��DFFRXQWLQJ�IRU�ULVN��0DUNHW�1HXWUDO�IXQGV�DSSHDU�WR�EH�WKH�EHVW�SHUIRUPHUV��ZKLOH�WKH�IXQGV�WKDW�DFKLHYH�WKH�KLJKHVW�DEVROXWH�UHWXUQV�DUH�RQO\�DPRQJ�WKH�DYHUDJH�ULVN�DGMXVWHG�SHUIRUPHUV��$� ORRN� DW� WKH� W�VWDWV� LQGLFDWHV� WKDW� PHDQ� UHWXUQV� DUH� VLJQLILFDQWO\� GLIIHUHQW� IURP� �� DW� WKH� ���VLJQLILFDQFH�OHYHO�IRU�DOO�IXQGV�DQG�WKDW�WKH�PHDQ�H[FHVV�UHWXUQV�DUH�VLJQLILFDQWO\�SRVLWLYH�IRU�DOO�FDVHV�EXW�WKH�*OREDO�DQG�'LYHUVLILHG�IXQGV�RI�IXQGV�FDWHJRULHV�
� 7KLV�VWUDWHJ\�KDV�EHHQ�VXSSUHVVHG�LQ������
� 6HH�&DSRFFL�DQG�+�EQHU��������IRU�PRUH�D�FRPSOHWH�DQDO\VLV�RI�WKLV�FRUUHODWLRQ�
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3DQHO�%�RI�7DEOH���VKRZV�WKDW�WKH�PHDQ�H[FHVV�UHWXUQ�RI�WKH�0DUNHW�3UR[\�LV�������SHU�PRQWK��DERXW������SHU�\HDU���RQO\�VWDWLVWLFDOO\�GLIIHUHQW�IURP�]HUR�DW�WKH�����OHYHO��7KLV�UHDVRQDEOH�YDOXH�LQGLFDWHV�WKDW�WKH�EXOOLVK�VXE�SHULRG�KDV�EHHQ�DOPRVW�WRWDOO\�RIIVHW�E\�WKH�PDUNHW�FRUUHFWLRQ��7KH�PHDQ�H[FHVV�SUHPLXP�RI�WKH�06&,�:RUOG�H[FOXGLQJ�86�LV�DQ LQVLJQLILFDQW�������SHU�PRQWK��7KH�DYHUDJH�60%�DQG�+0/� UHWXUQV� DUH� LQVLJQLILFDQW�� RQO\� WKH�0RPHQWXP� IDFWRU��ZLWK� WKH� KLJKHVW�PHDQ�� SURYLGHV� D�VLJQLILFDQWO\�SRVLWLYH�YDOXH��7KH�KLJKHVW�PHDQ�UHWXUQ�IRU�ERQG�LQGLFHV�ZDV�REWDLQHG�E\�WKH�-3�0RUJDQ�(PHUJLQJ�0DUNHW�%RQG�,QGH[��7KH�6KDUSH� UDWLR�REWDLQHG�E\�RXU�ZKROH�KHGJH�IXQG�GDWDEDVH�������� LV�KLJKHU� WKDQ� WKH�RQHV� IRU� WKH�0DUNHW�3UR[\���������DQG�KLJKHU�WKDQ�IRU�WKH�06&,�:RUOG�([FOXGLQJ�86����������
����$QDO\VLV�SHU�6XE�SHULRGV7KH� FXWWLQJ� SRLQW� FKRVHQ� IRU� WKH LGHQWLILFDWLRQ� RI� WKH� XS� DQG� GRZQ� SHULRGV� KDV� EHHQ� VHW� DW�0DUFK������� 7KLV� PRQWK� FRUUHVSRQGV� WR� WKH� PD[LPXP� REVHUYHG� YDOXH� RI� WKH� 5XVVHOO� ����� ,QGH[� WKDW�UHDFKHG�D�YDOXH�RI��������GXULQJ�WKH�VHVVLRQ�RI�0DUFK�����������'XULQJ�WKH�XS�SHULRG��WKH�PRQWKO\�LQGH[�UHWXUQ�ZDV�SRVLWLYH�LQ�����RI�WKH�PRQWKV�����RXW�RI�����ZLWK�DQ�DYHUDJH�\HDUO\�UHWXUQ�RI��������'XULQJ�WKH�GRZQ�SHULRG��WKH�PRQWKO\�LQGH[�UHWXUQ�ZDV�SRVLWLYH�LQ�����RI�WKH�PRQWKV�����RXW�RI�����DQG� WKH� DYHUDJH� \HDUO\� UHWXUQ� ZDV� �������� 7KRVH� WUHQGV� DUH� VXIILFLHQWO\� VWURQJ� WR� DOORZ� XV� WKH�FRQVLGHU�WKH�ZKROH�VXE�SHULRGV�DV��UHVSHFWLYHO\��EXOOLVK�DQG�EHDULVK�ZLWKRXW�KDYLQJ�WR�XVH�D�FRPSOH[�UXOH�WR�VHSDUDWH�EXOOLVK��EHDULVK�DQG�QHXWUDO�PRQWKV�VLQFH�WKHVH�UXOHV�ZRXOG�REYLRXVO\�QRW�PDWFK�WKH�RQHV�XVHG�E\�IXQGV PDQDJHUV�IRU�WKHLU�PDUNHW�WLPLQJ�GHFLVLRQV�7KH�DQDO\VLV�RI�EDVLF�SHUIRUPDQFH�IRU�WKH�WZR�VXE�SHULRGV�XQGHU�VWXG\��SUHVHQWHG�LQ�7DEOH����UHYHDOV�VRPH�LQWHUHVWLQJ�GLIIHUHQFHV�� ,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH7DEOH���GLVSOD\V�VXPPDU\�UHVXOWV�IRU�WKH�EXOOLVK�DQG�EHDULVK�VXE�SHULRGV��$V�H[SHFWHG�IURP�WKH�QDWXUH�RI� WKH� WLPH�ZLQGRZV��H[FHVV� UHWXUQV�REWDLQHG� IRU� WKH�PDMRULW\�RI�KHGJH� IXQGV� VWUDWHJLHV�DUH�PRVWO\�GXH�WR�WKH�EXOOLVK�VXE�SHULRG��ZLWK�WKH�EHVW�SHUIRUPHUV�EHIRUH�0DUFK������DOVR�GLVSOD\LQJ�WKH�ZRUVW�UHWXUQV� DIWHU� WKH� PDUNHW� UHYHUVDO� WRR� SODFH�� 7KHUH� DUH� WKUHH� QRWLFHDEOH� H[FHSWLRQV�� )LUVWO\�� WKH� 86�2SSRUWXQLVWLFV� VWUDWHJ\� GLG� SRRUO\� LQ� VSLWH� RI� IDYRUDEOH� PDUNHW� FRQGLWLRQV�� ZKLFK� H[SODLQV� WKH�GLVDSSHDUDQFH�RI�WKLV�FDWHJRU\��6HFRQGO\��WKH�*OREDO�VWUDWHJ\ VHHPV�WR�DFKLHYH�UHWXUQV�WKDW�DUH�PXFK�OHVV� GHSHQGHQW� RQ� WKH� FRQMXQFWXUH� WKDQ� WKH� RWKHU� VWUDWHJLHV�� )LQDOO\�� WKH�6KRUW�6DOHV� VWUDWHJ\� LV� WKH�RQO\�RQH�WKDW�UHFRUGV�VLJQLILFDQW�H[FHVV�UHWXUQV�GXULQJ�EDG�WLPHV�EXW�DW� WKH�H[SHQVH�RI�LQVLJQLILFDQW�UHWXUQV�LQ�JRRG�WLPHV��3UHOLPLQDU\�HYLGHQFH�GRHV�QRW�VHHP�WR�LQGLFDWH�WKDW�WKH�EHKDYLRU�RI�WKH�WZR�(YHQW�'ULYHQ�DQG�RI�WKH�0DFUR� VWUDWHJLHV� RXW�SHUIRUP� WKH� RWKHU� RQHV� LQ� WKH� EHDULVK� SHULRG��ZKLOH� WKH� UHWXUQV�RI� WKH�0DUNHW�
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1HXWUDO� VWUDWHJ\� DUH� WKHQ� VLJQLILFDQW� EXW� QRW ZKHQ� H[FHVV� UHWXUQV� DUH� FRQVLGHUHG��$OWKRXJK� IXUWKHU�HYLGHQFH� LV� REYLRXVO\� QHHGHG�� WKLV� GRHV� QRW� VXSSRUW� WKH� ILQGLQJV� RI�(GZDUGV� DQG�&DJOD\DQ� �������ZLWK�D�GLIIHUHQW�GHILQLWLRQ�RI�EHDULVK�PDUNHW�FRQGLWLRQV�)RU� RXU� IDFWRUV�� WKH� VDPH� DQDO\VLV� VKRZV� WKDW� WKH�0DUNHW� DQG�0RPHQWXP� IDFWRUV� JDYH� WKH� KLJKHVW�H[FHVV� UHWXUQV�GXULQJ� WKH� ILUVW� VXE�SHULRG��ZKLOH� WKH�%RRN�WR�0DUNHW�DQG�/HKPDQ�0RUWJDJH�IDFWRUV�REWDLQHG� VLJQLILFDQW� SRVLWLYH� DEQRUPDO� UHWXUQV� GXULQJ� WKH� VHFRQG� RQH�� 3RRUHVW� SHUIRUPHUV�ZHUH� WKH�/HKPDQ�$JJUHJDWH�86�%RQG� ,QGH[� GXULQJ� WKH� XS�PDUNHW� WUHQG� SHULRG� DQG� WKH�0DUNHW� DQG�:RUOG�([FOXGLQJ�86�IDFWRUV�GXULQJ�WKH�GRZQ�SHULRG��
����&RUUHODWLRQV7KH�WUDGLWLRQDO�KHGJH�IXQGV�OLWHUDWXUH�FRQWHQGV�WKDW��WKDQNV�WR�WKHLU�ZHDN�FRUUHODWLRQ�EHWZHHQ�KHGJH�IXQGV�DQG�RWKHU�VHFXULWLHV��KHGJH�IXQGV�DUH�OLNHO\�WR�LPSURYH�WR�WKH�ULVN�UHWXUQ�WUDGH�RII�ZKHQ�DGGHG�WR� D� WUDGLWLRQDO� SRUWIROLR� �VHH�)XQJ� DQG�+VLHK�� ������ 6FKQHHZHLV� DQG�6SXUJLQ�� ������/LDQJ�� ������$PLQ�DQG�.DW��������7KLV�VXE�VHFWLRQ�VWXGLHV� WKH� UDQJHV�RI�FRUUHODWLRQ FRHIILFLHQWV�DPRQJ�DQG�EHWZHHQ�KHGJH�IXQGV�DQG�SDVVLYH�LQYHVWPHQW�VWUDWHJLHV��7KH�FRUUHODWLRQV�KDYH�EHHQ�FRPSXWHG�IRU�WKH�ZKROH�����������SHULRG�DQG�IRU�WZR�VXE�SHULRGV��,Q�RUGHU�WR�REWDLQ�SHULRGV�ZLWK�FRPSDUDEOH�OHQJWKV��ZH�WRRN�WKH�EHDULVK�VXE�SHULRG�VWDUWLQJ�LQ�$SULO����������PRQWKV��DQG�PDWFKHG�LW�DJDLQVW�WKH�PRVW�EXOOLVK�WLPH�ZLQGRZ��WKDW�VWDUWHG� LQ�6HSWHPEHU������ ����PRQWKV�� UDWKHU� WKDQ� WKH�ZKROH��������������SHULRG��%HFDXVH�RI� WKH�H[WUHPHO\� ODUJH�QXPEHU�RI� UHVXOWV� WR�EH�UHSRUWHG��ZH�FKRVH�WR�UHSRUW�UDQJHV�LQ�FRUUHODWLRQV��5HVXOWV�DUH�UHSRUWHG�LQ�7DEOH���� ,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH,Q�HDFK�FHOO��FRUUHODWLRQV� LQFUHDVH�DV� WKH�FRORU� LV�GDUNHU��7KH�XSSHU�SDUW�RI� WKH�FHOO�DFFRXQWV�IRU� WKH�FRUUHODWLRQ�GXULQJ� WKH�ZKROH�SHULRG��ZKLOH� WKH� ORZHU�SDUW� LV VSOLW� EHWZHHQ� WKH�SUH� DQG�SRVW�0DUFK������VXE�SHULRGV�3DQHO� $� UHSRUWV� FRUUHODWLRQV� DPRQJ� KHGJH� IXQGV� VWUDWHJLHV�� $V� W\SLFDOO\� UHSRUWHG� �VHH� D�R�� /LDQJ��������&DSRFFL� DQG�+�EQHU�� ������ LQ� WKH� OLWHUDWXUH�� WKHVH� VWUDWHJLHV�DUH� LQ�JHQHUDO�KLJKO\�FRUUHODWHG�ZKHQ�LQGLFHV�DUH�FRQVLGHUHG��ZLWK�WKH�H[FHSWLRQ�RI�WKH�6KRUW�6HOOHUV�VWUDWHJ\�WKDW�V\VWHPDWLFDOO\�JRHV�FRQYHUVHO\� ± DV� H[SHFWHG�� +RZHYHU�� D� FORVHU� ORRN� DW� WKHLU� HYROXWLRQ� RYHU� WLPH� LQGLFDWHV� WKDW� WKH�*OREDO� DQG�� WR� D� OHVVHU� H[WHQW�� WKH�*OREDO� ,QWHUQDWLRQDO VWUDWHJLHV� WHQG� WR� GHFUHDVH� WKHLU� FRUUHODWLRQ�ZLWK�RWKHU�IXQGV�LQ�EHDULVK�WLPHV��RQ�WKH�RWKHU�KDQG��WKH�*OREDO�(PHUJLQJ�VWUDWHJ\�IROORZV�WKH�RWKHU�VWUDWHJLHV�PRUH�FORVHO\�GXULQJ�SHULRGV�RI�GRZQ�PDUNHWV��7KH�QR�&DWHJRU\�DQG�1LFKH�VWUDWHJLHV�VHHP�WR�EH�PRUH FRUUHODWHG�ZLWK�WKH�UHVW�RI�KHGJH�IXQGV�LQ�WKH�VXE�SHULRGV�WKDQ�LQ�WKH�IXOO�SHULRG�
� 'HWDLOHG�GDWD�DYDLODEOH�XSRQ�UHTXHVW�
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,Q� 3DQHO� %�� WKH� EHKDYLRU� RI� RXU� H[SODQDWRU\� YDULDEOHV� LV� DOVR� RI� FRQVLGHUDEOH� LQWHUHVW�� 2QO\� IRXU�LQGLFHV��0DUNHW��:RUOG�([FOXGLQJ�86��60%�DQG�/HKPDQ�+LJK�<LHOG��KDYH�D�KLJK�FRUUHODWLRQ�ZLWK�PRVW�KHGJH�IXQGV�VWUDWHJLHV��7KHVH�UHVXOWV�FRQILUP�WKDW�KHGJH�IXQGV�VWUDWHJLHV�DUH�ZHDNO\�FRUUHODWHG�ZLWK�PRVW�WUDGLWLRQDO�LQYHVWPHQW�WRROV7KH� ILUVW� OLQH� LQGLFDWHV� WKDW� DOPRVW� DOO� KHGJH� IXQGV� VWUDWHJLHV� WHQG� WR� IROORZ� WKH� PDUNHW� �86� DQG�LQWHUQDWLRQDO��PRUH�FORVHO\�LQ�WKH�EHDULVK�VXE�SHULRG��7KLV�VWURQJ�WHQGHQF\�LV�QRW�LQYDOLGDWHG�IRU�WKH�VXSSRVHGO\� LQYHVWRU�SURWHFWLQJ� VWUDWHJLHV�� ,Q� JHQHUDO�� KHGJH� IXQGV� VWUDWHJLHV� VKDUSO\� GHFUHDVH� DQG�HYHQ�UHYHUVH�WKHLU�ORDGLQJ�ZLWK�WKH�PRPHQWXP�IDFWRU� DV�WKH\�EHFRPH�PRPHQWXP�FRQWUDULDQ�GXULQJ�EDG� WLPHV�� 7KH\� DOVR� UHGXFH� WKHLU� VHQVLWLYLW\� WRZDUGV� WKH� (PHUJLQJ� 0DUNHW� %RQG� IDFWRU�� ZKLOH�LQFUHDVLQJ�WKHLU�H[SRVXUH�WR�WKH�/HKPDQ�+LJK�<LHOG�DQG�WKH�60%�IDFWRUV��7KH�6KRUW�6HOOHUV�VWUDWHJ\��IRU� LWV�SDUW��QRWLFHDEO\�VZLWFKHV� IURP�D��*ODPRXU��VWUDWHJ\��ORZ�ORDGLQJ�ZLWK�WKH�+0/�IDFWRU�� WR�D��9DOXH��RQH�LQ�WKH�ODVW�VXE�SHULRG��7KLV�LV�WKH�RQO\�VWUDWHJ\�WKDW�FRQVLVWHQWO\�LQYHVWV�LQ�9DOXH�VWRFNV�LQ�EHDULVK�PDUNHWV�3DQHO�&� LQGLFDWHV� WKDW� WKH�FRUUHODWLRQ�FRHIILFLHQWV�RI�RXU� UHJUHVVRUV�DUH� ORZ�HQRXJK� WR� UDLVH�VHULRXV�PXOWLFROLQHDULW\�FRQFHUQV���
,9�$QDO\VLV�RI�ELDVHV�
����6XUYLYRUVKLS�ELDV,Q�RUGHU�WR�UHGXFH�WKH�VHYHULW\�RI�VXUYLYRUVKLS�ELDV��DQ�LPSRUWDQW�FRQFHUQ�IRU�PXWXDO�IXQGV��VHH�D�R��&DUKDUW��������DV�ZHOO�DV�KHGJH IXQGV�VWXGLHV��VHH�D�R��$FNHUPDQQ�HW�DO��������DQG�)XQJ�DQG�+VLHK���������GDWD�YHQGRUV�EDFNILOO�HDFK�IXQG¶V�SHUIRUPDQFH�KLVWRU\�SULRU�WR�WKHLU�DGGLWLRQ�WR�WKH�GDWDEDVH��7KXV�� WKH\� SURYLGH� GDWD� WKDW� JR� EDFN� EHIRUH� WKH� VWDUWLQJ� GDWH� RI� WKH� GDWDEDVH� LWVHOI��XVXDOO\� ������+RZHYHU��EHIRUH�WKLV�VWDUWLQJ�GDWH��RQH�LV�OHIW�ZLWK�RQO\�VXUYLYLQJ�IXQGV�GDWD��%URZQ�HW�DO����������IRU�WKH�7$66�GDWDEDVH��DQG�&DSRFFL�DQG�+�EQHU��������IRU�WKH�FRPELQHG�0$5�DQG�+)5�GDWDEDVHV�KDYH�VKRZQ�WKDW�GDWD�IRU�WKH�SUH������SHULRG�LV�LQGHHG�VXEMHFW�WR�QRQ�QHJOLJLEOH�VXUYLYRUVKLS�ELDV�WKDW�LV�YHU\�OLNHO\�WR�KLQGHU�VWDWLVWLFDO�LQIHUHQFH��VHH�+HQGULFNV�HW�DO����������'DWD�VWDUWLQJ�LQ������DSSHDUV�WR�EH�PRUH�UHOLDEOH�DFFRUGLQJ�WR�WKLV�FULWHULRQ��&DSRFFL�DQG�+�EQHU���������7ZR�GHILQLWLRQV�RI�WKLV�ELDV�DUH�FRPPRQO\�XVHG�LQ�PXWXDO�DQG�KHGJH�IXQG�VWXGLHV��WKH�SHUIRUPDQFH�GLIIHUHQFH�EHWZHHQ�VXUYLYLQJ�DQG�GLVVROYHG�IXQGV��H�J��$FNHUPDQQ�HW�DO���������DQG�WKH�SHUIRUPDQFH�GLIIHUHQFH�EHWZHHQ�OLYLQJ�DQG�DOO�IXQGV��H�J��/LDQJ���������:H�UHSRUW� WKH�ELDV�XVLQJ�ERWK�GHILQLWLRQV� IRU� WKH�ZKROH�SHULRG�DQG�IRU���VXE�SHULRGV��������������DQG��������������� ,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH,Q�3DQHO�$�RI�7DEOH����ZH�UHSRUW�WKH�\HDUO\�UHWXUQV�RI�DOO�IXQGV��VXUYLYLQJ�IXQGV�DQG�GLVVROYHG�IXQGV��+HGJH�IXQGV�H[SHULHQFH�H[WUHPHO\�KLJK�UHWXUQV�LQ�������ZKHQ�WKH�VWRFN�PDUNHW�H[SHULHQFHG�D�VKDUS�
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SRVLWLYH� UHWXUQ��ZLWKRXW� JUHDW� GLIIHUHQFH� EHWZHHQ� VXUYLYLQJ� DQG� GLVVROYHG� IXQGV�� ,Q� WKH� VXEVHTXHQW�\HDUV��UHWXUQV�JUDGXDOO\�UHGXFHG�EXW�PRVWO\�GXH�WR�WKH�QHJDWLYH�UHWXUQV�RI�GLVVROYHG�IXQGV��7KLV�LV�D�FOHDU�HIIHFW�RI�WKH�EHDULVK�WXUQ�RI�WKH�PDUNHW�DIWHU�0DUFK�������OHDGLQJ�WR�DQ�LQFUHDVH�LQ�GLIIHUHQFHV�LQ�KHGJH�IXQGV�UHWXUQV�EHWZHHQ�WKH�EHVW�DQG�WKH�ZRUVW�SHUIRUPLQJ�PDQDJHUV�,Q� 3DQHO� %�� RXU� UHVXOWV� \LHOG� D�PRQWKO\� VXUYLYRUVKLS� ELDV� RI� ������ �RU� ������SHU� DQQXP�� IRU� WKH�ZKROH� SHULRG� XVLQJ� WKH� ILUVW� IRUPXOD� ZKLOH� LQ� 3DQHO� &� WKH� ELDV� RI� ������ SHU� PRQWK� ������� SHU�DQQXP��ZLWK�WKH�VHFRQG�IRUPXOD��7KLV�ODWWHU�YDOXH�LV�PXFK�KLJKHU�WKDQ�WKH�YHU\�ORZ�YDOXH�REWDLQHG�E\�$FNHUPDQQ�HW� DO�� IRU WKH�SHULRG������������ ,W� LV� VLPLODU� WR� WKH�SHUFHQWDJH�RI������IURP�)XQJ�DQG�+VLHK���������ORZHU�WKDQ�WKH�������PRQWKO\�ELDV�IRXQG�E\�)XQJ�DQG�+VLHK��������DQG�VOLJKWO\�KLJKHU�WKDQ� WKH� SHUFHQWDJH� RI� ����� IRXQG� E\�&DSRFFL� DQG�+�EQHU� ������� IRU� WKH� ��������� SHULRG�� ,W� LV�KRZHYHU� ORZHU� WKDQ� WKH� ��� ELDV� IRXQG� E\� /LDQJ� �������� ZKLFK� LV� DOVR� WKH� LQGXVWU\� FRQVHQVXV� DV�VWUHVVHG�E\�$PLQ�DQG�.DW������� ��$� ORRN�DW�VXE�SHULRG�ELDVHV� LQGLFDWHV� WKDW� WKH� OHYHO�RI� WKLV�ELDV� LV�PRVWO\�GXH�WR�WKH�EHDULVK�SHULRG��ZKHUH� LWV OHYHO� VHWV� DW� �������7KH�ELDV�GULIWV� XS� WKURXJK� WKH�YHU\�KLJK� OHYHO�RI� UHWXUQV�GLIIHUHQWLDO�EHWZHHQ�VXUYLYLQJ�DQG�GLVVROYHG�IXQGV��EXW� WKLV�HIIHFW� LV�VRPHKRZ�PLWLJDWHG�E\�WKH�GHFUHDVH�LQ�WKH�SURSRUWLRQ�RI� UHWXUQV� IURP�GLVVROYHG� IXQGV� LQ� WKH�GDWDEDVH� �WKLV SURSRUWLRQ�VWHDGLO\�GHFUHDVHV� IURP������� LQ� ����� WR� ����� LQ� ������� 7KDQNV� WR� WKLV� ELDV�UHGXFWLRQ� HIIHFW� RI� UHFHQW� GDWD�� WKH� JOREDO�EHKDYLRU�RI�WKH�GDWDEDVH�LQ�UHODWLRQVKLS�WR�VXUYLYRUVKLS�ELDV�LV�NHSW�ZLWKLQ�UHDVRQDEOH�ERXQGV�
����,QVWDQW�5HWXUQ�+LVWRU\�%LDV$V� KHGJH� IXQGV� DUH� QRW� DOORZHG� WR� DGYHUWLVH�� WKHLU� PDQDJHUV� FRQVLGHU� LQFOXVLRQ� LQ� D� GDWDEDVH�SULPDULO\�DV�D�PDUNHWLQJ�WRRO��7KLV�FUHDWHV�D�SRVLWLYH�LQVWDQW�KLVWRU\�ELDV�RU EDFNILOOHG�ELDV �)XQJ�DQG�+VLHK�� ������ WKDW� RFFXUV� EHFDXVH� D� IXQG¶V� SHUIRUPDQFH KLVWRU\� LV� EDFNILOOHG� DIWHU� LQFOXVLRQ�� 7KH�XSZDUG�ELDV�UHVXOWV�IURP�WKH�OLNHOLKRRG�WKDW�IXQGV�ZLWK�D�SRRU�WUDFN�UHFRUG�DUH�OHVV�OLNHO\�WR�DSSO\�IRU�LQFOXVLRQ�WKDQ�IXQGV�ZLWK�JRRG�SHUIRUPDQFH�KLVWRU\��:H�XVH�WKH�VDPH�WZR�VWHS�PHWKRGRORJ\�DV�3DUN���������%URZQ�HW�DO����������)XQJ�DQG�+VLHK��������WR�HVWLPDWH�WKLV�ELDV�IRU�RXU�KHGJH�IXQG�GDWDEDVH��2Q�WKH�RQH�KDQG��ZH�HVWLPDWH�WKH�DYHUDJH�PRQWKO\�UHWXUQ�RI�WKH�³REVHUYDEOH�SRUWIROLR´�ZKLFK�LQYHVWV�LQ�DOO�IXQGV�IURP�RXU�GDWDEDVH�HDFK�PRQWK��2Q�WKH�RWKHU�KDQG��ZH�HVWLPDWH� WKH�DYHUDJH�PRQWKO\�UHWXUQ�RI� WKH�³DGMXVWHG�REVHUYDEOH�SRUWIROLR´�REWDLQHG�IURP�LQYHVWLQJ�LQ�DOO�WKHVH�IXQGV�DIWHU�GHOHWLQJ�WKH�ILUVW��������DQG��LI�SRVVLEOH���������DQG����PRQWKV�RI�UHWXUQV��7KH�ELDV�LV�HVWLPDWHG�IRU�WKH�ZKROH�SHULRG�DQG�IRU�WKH�EXOOLVK�DQG�EHDULVK�VXE�SHULRGV�LQ�
� 7KLV�FRQVHQVXV�YDOXH�TXLWH�KLJK�ZKHQ�FRPSDUHG�WR�WKH���������ELDV�UHSRUWHG�E\�0DONLHO��������DQG�%URZQ�DQG�*RHW]PDQQ��������IRU�
86�PXWXDO�IXQGV�
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RUGHU�WR�FRPSDUH�RXU�UHVXOWV�ZLWK�WKRVH�REWDLQHG�E\�)XQJ�DQG�+VLHK��������DQG�&DSRFFL�DQG�+�EQHU���������5HVXOWV�DUH�UHSRUWHG�LQ�7DEOH����,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH)RU�WKH�ZKROH�SHULRG��WKH�REVHUYDEOH�PRQWKO\�UHWXUQ�DYHUDJHG��������ZKLOH�WKH�DGMXVWHG�REVHUYDEOH�RQH�ZDV��������ZKHQ�GHOHWLQJ�WKH����ILUVW�PRQWKV�������������PRQWKV�������������DQG����PRQWKV���DQG�����������PRQWKV���7KLV�JLYHV�DQ�HVWLPDWH�RI�������SHU�\HDU��YHU\�PXFK�LQ�OLQH�ZLWK�WKH�YDOXHV�RI������IRXQG�E\�)XQJ�DQG�+VLHK��������DQG������IRXQG�E\�&DSRFFL�DQG�+�EQHU����������&RQWUDULO\� WR� WKH�DQDO\VLV�RI� WKH�VXUYLYRUVKLS�ELDV�� WKH�ILUVW�VXE�SHULRG�LV�PRVWO\�UHVSRQVLEOH�IRU� WKH�OHYHO�RI�WKH�ELDV��%HFDXVH�WKH�SHULRG�ZDV�LQFUHDVLQJO\�EXOOLVK��ZLWK�WKH�KLJKHVW�UHWXUQV�EHLQJ�REWDLQHG�DURXQG� WKH�HQG�RI� WKH�SHULRG�� WKH�ELDV�VWDUWV�DW�D� IDLUO\�KLJK�OHYHO�DQG�LQFUHDVHV�DV�PRUH�UHWXUQV�DUH�UHPRYHG� IURP� WKH� HVWLPDWLRQ�� FRQVLVWHQWO\� ZLWK� WKH� SKHQRPHQRQ� IRXQG� E\� &DSRFFL� DQG� +�EQHU���������)RU�WKH�³EHDULVK´�VXE�SHULRG��RQO\�SDUWLDO�UHVXOWV�DUH�DYDLODEOH�GXH�WR�WKH�VPDOO�OHQJWK�RI�WKLV�SHULRG��EXW�WKH�ELDV�LV�NHSW�DW�YHU\�UHDVRQDEOH�OHYHOV��2QH� PD\� UHODWH� WKH� OHYHO� RI� WKLV� ELDV� WR� WKH� RQH� RI� VXUYLYRUVKLS� ELDV� LQ� WKLV� FRQWH[W�� GXULQJ�XQIDYRUDEOH� PDUNHW� FRQGLWLRQV�� WKHUH� LV� D� VKDUS� GLIIHUHQFH� LQ� WKH� UHWXUQV� EHWZHHQ� VXUYLYLQJ� DQG�GLVVROYHG�IXQGV�WKDW�FDQ�EH�H[SODLQHG�E\�DWWULWLRQ�RI�WKH�ODWWHU�IXQGV�EHFDXVH�RI�WKHLU�EDG�SHUIRUPDQFH��$V�RQO\�WKH�PRVW�VXFFHVVIXO�IXQGV�WHQG�WR�UHPDLQ�GXULQJ�WKLV�WLPH�SHULRG��WKH�FRUUHVSRQGLQJ�LQVWDQW�KLVWRU\�ELDV� LV� OLNHO\� WR�EH�PLWLJDWHG�E\�WKLV�VHOI�VHOHFWLRQ�RI� WKH�PRVW�VXFFHVVIXO�PDQDJHUV� WRZDUGV�WKH� HQG� RI� WKH� SHULRG�� ZKLOH� WKH� REVHUYDEOH� SRUWIROLR� UHWXUQV� LQFOXGH� UHWXUQV� IURP� VXEVHTXHQWO\�GLVVROYHG�IXQGV�
����&RQFOXVLRQ2YHUDOO��WKLV�H[DPLQDWLRQ�RI�ELDVHV�LQGLFDWHV�WKDW�ERWK�VXUYLYRUVKLS�DQG�LQVWDQW�KLVWRU\�ELDVHV�DUH�NHSW�WR�YHU\�UHDVRQDEOH�OHYHOV�IRU�WKH�ZKROH�SHULRG�DV�ZHOO�DV�IRU�WKH�EXOOLVK�DQG�EHDULVK�VXE�SHULRGV��EXW�IRU�YHU\�GLIIHUHQW� UHDVRQV�� ,QWHUHVWLQJO\�� VXUYLYRUVKLS�ELDV� LV� KLJKHU� IRU� WKH�SHULRG�RI�GRZQ�PDUNHW��ZKLOH�WKHUH�LV�HYLGHQFH�RI�D�PRUH�LPSRUWDQW�LQVWDQW�KLVWRU\�ELDV�GXULQJ�WKH�XSZDUG�WUHQGLQJ�SHULRG��2QH�FRXOG�KDYH�VXVSHFWHG�WKDW�WKH�KLJK�IDLOXUH�UDWH�RI�KHGJH�IXQGV�DIWHU�0DUFK������ZRXOG�KDYH�OHDG�VXUYLYRUVKLS� ELDV� WR� VXVSLFLRXVO\� KLJK� OHYHOV�� EXW� WKLV� LV� DYRLGHG� E\� WKH� SDUWLFXODU� EHKDYLRU� RI� WKH�GDWDEDVH��DQG�HVSHFLDOO\�WKDQNV�WR�WKH�LQFUHDVH�LQ�WKH�QXPEHU�RI�IXQGV�WKDW�KDV�EHHQ�REVHUYHG�RYHU�WKH�VDPH�WLPH�ZLQGRZ��<HW��WKH�SKHQRPHQRQ�RI�HOLPLQDWLRQ�RI�WKH�SRRUHVW SHUIRUPHUV�XQGHU�XQIDYRUDEOH�PDUNHW�FRQGLWLRQV�LV�DOVR�UHVSRQVLEOH�IRU�WKH�UHPDUNDEO\�ORZ�OHYHO�RI�WKH�LQVWDQW�KLVWRU\�ELDV��
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9�+HGJH�)XQGV�3HUIRUPDQFH�7KLV� 6HFWLRQ� DLPV� DW� VWXG\LQJ� ZKHWKHU� KHGJH� IXQGV�� DV� D� ZKROH� RU� VWUDWHJ\� E\� VWUDWHJ\�� KDYH�VLJQLILFDQWO\� RXW�SHUIRUPHG� WKH�PDUNHW��:H� FRPSXWH� DOO� HVWLPDWLRQV� E\� XVLQJ�1HZH\�:HVW� �������VWDQGDUG�HUURUV�WR�DGMXVW�IRU�DQ\�DXWRFRUUHODWLRQ�LQ�WKH�UHWXUQV��7DEOH� �� UHSRUWV� WKH� UHVXOWV� IRU� $OO� )XQGV�� ,QGLYLGXDO� )XQGV� DQG� )XQGV� RI� )XQGV�� DQG� DOO� IXQGV�VWUDWHJLHV��ZLWK�HTXDOO\�ZHLJKWHG�SRUWIROLR�H[FHVV�UHWXUQV�IRU�HDFK�LQYHVWPHQW�VW\OH��7KH�PRGHO�LV�DOVR�HVWLPDWHG�IRU�HDFK�IXQG�LQGLYLGXDOO\����7R�DQDO\]H�KHGJH�IXQGV�SHUIRUPDQFH�LQ�PRUH�GHWDLOV��WKH�ODVW�FROXPQV� JLYH� WKH� GLVWULEXWLRQ� RI� LQGLYLGXDOO\� HVWLPDWHG� DOSKDV SHU� VWUDWHJ\��ZLWK� WKH� SHUFHQWDJH� RI�VLJQLILFDQWO\�SRVLWLYH��LQVLJQLILFDQW�DQG�QHJDWLYH�DOSKDV�DW�WKH����OHYHO��,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH
����3HUIRUPDQFH�0HDVXUHPHQW�XVLQJ�WKH�&$303DQHO�$�RI�7DEOH��� UHSRUWV�SHUIRUPDQFH�HVWLPDWHV�XVLQJ� WKH�&$30� 7KH�HVWLPDWHG�EHWDV�DUH� UDWKHU�ORZ��H[FHSW�IRU� WKH�/RQJ�2QO\�/HYHUDJHG��DQG�DOO�5�VTXDUHG�DUH�EHORZ������H[FHSW�IRU�/RQJ�2QO\�/HYHUDJHG�DQG�*OREDO�(VW���VXJJHVWLQJ�WKH�QHHG�WR�XVH�D�PRUH�GHWDLOHG�PRGHO��2YHUDOO��WZR�WKLUGV�RI�WKH� LQGLYLGXDO� IXQGV� VWUDWHJLHV�SURGXFH�VLJQLILFDQWO\�SRVLWLYH�DOSKDV��ZKLOH� WKH� WZR�)XQGV�RI�)XQGV�VWUDWHJLHV�RXW�SHUIRUP�WKH�PDUNHW�DW�WKH�����OHYHO��2YHUDOO��KHGJH�IXQGV�DV�D�ZKROH�DOVR�VLJQLILFDQWO\�RXW�SHUIRUP� WKH� PDUNHW� DW� WKH� ��� OHYHO�� 7DNHQ� LQGLYLGXDOO\�� ���� RI� WKH� DOSKDV� DUH� VLJQLILFDQWO\�SRVLWLYH��
����3HUIRUPDQFH�0HDVXUHPHQW�XVLQJ�0XOWL�)DFWRU�0RGHOV,W�LV�SUHVXPDEO\�EHWWHU�WR�XVH�D�PXOWL�IDFWRU�PRGHO�WR�DFFRXQW�IRU�DOO�SRVVLEOH�LQYHVWPHQW�VWUDWHJLHV��,Q�3DQHO�%�RI�7DEOH����ZH�UHSRUW�WKH�UHVXOWV�IRU�&DUKDUW¶V���IDFWRU�PRGHO DQG�LQ�3DQHO�&�WKH�UHVXOWV�IRU�RXU�FRPELQHG�PRGHO�DSSOLHG�WR�KHGJH�IXQGV�3DQHOV�%�UHYHDOV�WKDW�WKH�SUHPLXP�RQ�WKH�60%�IDFWRU�LV��LQ�DOPRVW�DOO�FDVHV��VLJQLILFDQW��LQFOXGLQJ�LQ�WKH�6KRUW�6HOOHUV�VWUDWHJ\�ZKHUH�LW�LV�QHJDWLYH��7KH�FRHIILFLHQWV�RI�WKH�+0/�DQG�0RPHQWXP�IDFWRUV�DUH� VLJQLILFDQW� IRU� IRXU� DQG� VL[� LQGLYLGXDO� IXQGV� VWUDWHJLHV�� UHVSHFWLYHO\�� DQG� WR� DOO� IXQGV� RI� IXQGV�VWUDWHJLHV��3DQHO�&�VKRZV�WKDW�WKH�H[SODQDWRU\�SRZHU�RI�WKH�+0/�IDFWRU�VHHPV�PDUJLQDO�DV�RQO\�WKUHH�EHWDV�DUH�VLJQLILFDQWO\�SRVLWLYH�DW� WKH���� OHYHO��7KH�0RPHQWXP�IDFWRU� UHPDLQV�D� VWURQJHU� LQGLFDWRU�RI�KHGJH�IXQGV�EHKDYLRU��ZLWK�RQO\�WKH�6KRUW�6DOHV�VWUDWHJ\�EHLQJ�PRPHQWXP�FRQWUDULDQ�RYHU�WKH�ZKROH�SHULRG��
�� 7R�PDNH� LQGLYLGXDO� HVWLPDWLRQ�� ZH� UHTXLUH� DOO� IXQGV� WR�KDYH� FRQVHFXWLYH�PRQWKO\� UHWXUQ� KLVWRU\� IRU� DW� OHDVW� ���PRQWKV�� VR� WKDW�
UHODWLYHO\�DFFXUDWH�ULVN�PHDVXUHV�FDQ�EH�HVWLPDWHG��
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7KH�UHVXOWV�ZLWK�RXU�FRPELQHG�PRGHO�DOVR�LQGLFDWH�WKDW�DOO�DGGLWLRQDO�IDFWRUV�DGG H[SODQDWRU\�SRZHU�WR� WKH� UHJUHVVLRQ�� ,Q� SDUWLFXODU�� DV� DOUHDG\� RXWOLQHG� E\� &DSRFFL� DQG�+�EQHU� �������� WKH� (PHUJLQJ�%RQG�IDFWRU�DGGV�H[SODQDWRU\�SRZHU�LQ�PRUH�WKDQ�����RI�WKH�VWUDWHJLHV�ZLWK�KLJK�VLJQLILFDQFH�OHYHOV��(YHQW�'ULYHQ� VWUDWHJLHV� DUH�PRUH� SURQH�WR� EHDU� D� KLJK� H[SRVXUH� WR� KLJK� \LHOG� ERQG� IDFWRUV��ZKLOH�*OREDO� ,QWHUQDWLRQDO� DQG�(PHUJLQJ� VWUDWHJLHV� VKDUH� VLPLODU� ULVN�H[SRVXUH�FKDUDFWHULVWLFV�H[FHSW� WKDW�WKH� IRUPHU� LV�PRUH�PRPHQWXP�GULYHQ� DQG� WKH� ODWWHU� LV� QDWXUDOO\� KHDYLO\� H[SRVHG� WR� WKH� (PHUJLQJ�0DUNHW�%RQG�IDFWRU�(YLGHQFH�RQ�DOSKDV�REWDLQHG�LQ�3DQHO�&�LV�QRW�IDYRUDEOH�WR�)XQGV�RI�)XQGV�DQG�WR�WKH�0DFUR�VWUDWHJ\��2YHUDOO��DFFRXQWLQJ�IRU�PRUH�ULVN�SUHPLD�UHGXFHV�WKH�DYHUDJH�UHSRUWHG�RXW�SHUIRUPDQFH�E\������SHU�PRQWKV��7KH� LQGLYLGXDO�DOSKD�GLVWULEXWLRQ�VKRZV� WKDW� WDNLQJ�PRUH�IDFWRUV� LQWR�DFFRXQW�GULYHV�GRZQ�WKDW�WKH�SURSRUWLRQ�RI�LQGLYLGXDO�IXQGV�DQG�IXQGV�RI�IXQGV�WKDW�VLJQLILFDQWO\�RXW�SHUIRUPHG�WKH�PDUNHW��DQG�WKH�GLVWULEXWLRQ�RI�SHUIRUPDQFH�DPRQJ�VWUDWHJLHV�LV�DOVR�PRUH�FRQFHQWUDWHG�2YHUDOO�LW�VHHPV�WKDW�WKH�FRPELQHG�PRGHO�GRHV�D�YHU\�JRRG�MRE�LQ�GHVFULELQJ�KHGJH�IXQGV�EHKDYLRU��7KH�DYHUDJH�5ðDGM LQFUHDVHV�IURP������IRU�WKH�VLQJOH�IDFWRU�PRGHO��WR������IRU�WKH���IDFWRU�PRGHO�DQG�WR������IRU�RXU�FRPELQHG�PRGHO��7KLV�FRHIILFLHQW�LV�WKH�EHVW�RQH�UHSRUWHG�LQ�WKH�OLWHUDWXUH�VR�IDU����
����3HUIRUPDQFH�RYHU�EXOOLVK�DQG�EHDULVK�VXE�SHULRGV,Q�RUGHU�WR�DQDO\]H�WKH�SHUIRUPDQFH�FRPSRQHQWV�LQ�WKH�EXOOLVK�DQG�EHDULVK�PDUNHW�FRQILJXUDWLRQV��ZH�RQO\�UHSRUW�UHVXOWV�IRU�RXU�FRPELQHG�PRGHO��7DEOH���VKRZV�WKH�YDOXH�RI�WKH�FRHIILFLHQWV�IRU�WKH�VXE�SHULRGV������������������3DQHO�$��DQG������������������3DQHO�%��,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH$�TXLFN�ORRN�DW� WKH�DOSKDV�IRU� WKH�FRQVLGHUHG�VXE�SHULRG�FOHDUO\�LQGLFDWHV�WKDW�WKH�PDMRU�SDUW�RI�WKH�SHUIRUPDQFH� RYHU� WKH� WRWDO� ���������� SHULRG� LV� UHFRUGHG� SULRU� 0DUFK� ������ ZLWK� WKH� QRWLFHDEOH�H[FHSWLRQ�RI�WKH�0DUNHW�1HXWUDO�VWUDWHJ\�WKDW�VXVWDLQV�SRVLWLYH�RXW�SHUIRUPDQFH�IRU�ERWK�VXE�SHULRGV��7KLV�ILQGLQJ�LV�FRQVLVWHQW�ZLWK�WKH�UHVXOW�REWDLQHG�E\�/LDQJ��������ZKR�LQYHVWLJDWHV WKH�EHKDYLRU�RI�KHGJH�IXQGV�VWUDWHJLHV�XVLQJ�D�SLHFHZLVH�OLQHDU�UHJUHVVLRQ�VHWXS��0DUNHW�1HXWUDO�IXQGV�REWDLQ�E\�IDU�WKH�ODUJHVW�VWDQGDUGL]HG�YDOXH�IRU�DOSKD��ZLWK�DW�WKH�VDPH�WLPH�D�YHU\�ORZ�H[SODQDWRU\�SRZHU�RI�WKH�UHJUHVVLRQ�,Q�FRQWUDVW��3DQHO�$�VKRZV WKDW�WKH�*OREDO�VWUDWHJ\�DFKLHYHV�VLJQLILFDQW�QHJDWLYH�SHUIRUPDQFH�GXULQJ�WKH� EXOOLVK� SHULRG�� ,W� LV�ZRUWK� UHSRUWLQJ� WKDW�� DOWKRXJK� QLQH� LQGLYLGXDO� VWUDWHJLHV� DQG� ERWK� IXQGV� RI�IXQGV� VWUDWHJLHV� UHFRUGHG� D� QHJDWLYH� DOSKD� LQ� 3DQHO� %�� QRQH� RI� WKHVH� YDOXHV� DUH VKRZQ� WR� EH�VLJQLILFDQW�� $� ORRN� DW� LQGLYLGXDO� DOSKDV� UHLQIRUFHV� WKLV� ILQGLQJ�� DV� WKH� SURSRUWLRQ� RI� VLJQLILFDQWO\�SRVLWLYH�DOSKDV�GRHV�QRW�VLJQLILFDQWO\�GLIIHU�IURP�WKH�WRWDO�SHULRG�WR�WKH�ILUVW�VXE�SHULRG��EXW�3DQHO�%�
�� 6HH�IRU�H[DPSOH��/LDQJ��������DQG�$PLQ�DQG�.DW��������
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VKRZV� WKDW� ����RI� WKH�0DUNHW�1HXWUDO�IXQGV� VXVWDLQHG� SRVLWLYH� RXW�SHUIRUPDQFH�ZKLOH� RQ� DYHUDJH�PRUH�WKDQ�����RI�LQGLYLGXDO�IXQGV�PDQDJHUV�ZHUH�LQ�OLQH�ZLWK�WKH�PDUNHW�7KH�VWUDWHJLHV�IROORZHG�E\�IXQGV�PDQDJHUV�VKDUSO\�GLIIHUHG�IURP�RQH�VXE�SHULRG�WR�DQRWKHU��$OO�EXW�WKH�1R�FDWHJRU\�VWUDWHJLHV LQGLYLGXDO�IXQGV�VLJQLILFDQWO\�IROORZHG�WKH�PDUNHW�XQWLO�0DUFK�������RQO\�WKH� /RQJ� 2QO\� /HYHUDJHG� DQG� WKH� 6HFWRUV� IXQGV� LQFUHDVHG� WKHLU� H[SRVXUH� WKHUHDIWHU�� 7KH� *OREDO��*OREDO�,QWHUQDWLRQDO��0DUNHW�1HXWUDO�DQG�1R�FDWHJRU\�VWUDWHJLHV�ZHUH�QRW�HYHQ�VLJQLILFDQWO\�ORDGHG�WR�WKH� PDUNHW� ULVN� SUHPLXP�� ,Q� FRQWUDVW�� WKH� )XQGV� RI� )XQGV� VWUDWHJLHV� DOO� LQFUHDVHG� WKHLU� 86� VWRFN�PDUNHW�H[SRVXUH�DIWHU�0DUFK�������6RPH�JHQHUDO� VZLQJV� RI� H[SRVXUHV� WR� VHYHUDO� ULVN� IDFWRUV� DUH�REVHUYHG� IURP�RQH�SHULRG� WR� DQRWKHU�([SRVXUH� WR WKH� :RUOG� H[FOXGLQJ� 86� XVXDOO\� EHFRPHV� QHJDWLYH�� DOWKRXJK� ZLWK� ORZ� VLJQLILFDQFH�OHYHOV�� LQ� WKH�EHDULVK�VXE�SHULRG��H[FHSW� IRU�*OREDO� ,QWHUQDWLRQDO�DQG�6KRUW�6DOHV��2Q� WKH�RWKHU�� WKH�EURDGO\�QHJDWLYH�H[SRVXUH�WR�WKH�:RUOG�*RYHUQPHQW�%RQG�,QGH[�LQ�WKH�ILUVW VXE�SHULRG�IDGHV�DZD\�DIWHU�0DUFK������H[FHSW�IRU�*OREDO�DQG�6HFWRUV��DOWKRXJK�WKH�6KRUW�6DOHV�VWUDWHJ\�IROORZV�D�FRQYHUVH�WHQGHQF\�� 7KH� ORDGLQJV� IRU� WKH� (PHUJLQJ� 0DUNHW� %RQG� ,QGH[� DQG� +LJK� <LHOG� %RQG� ,QGH[� DUH�JHQHUDOO\�SRVLWLYH� LQ� WKH� ILUVW�DQG�VHFRQG�VXE�SHULRG�� UHVSHFWLYHO\��ZKLFK�SRVVLEO\�LQGLFDWHV�D�EURDG�VOLGLQJ�RI�ERQG�VWUDWHJLHV�RI�KHGJH�IXQGV�PDQDJHUV�$W�WKH�LQGLYLGXDO�VWUDWHJ\�OHYHO��VRPH�FKDQJHV�DUH�DOVR�RI�SDUWLFXODU�LQWHUHVW�DIWHU�0DUFK�������(YHQW�GULYHQ�VWUDWHJLHV�FHDVH�WR�EH�PRPHQWXP�FRQWUDULDQ��$OO�*OREDO�VWUDWHJLHV� LQFUHDVH�WKHLU� LQYHVWPHQWV�LQ�VPDOO�ILUPV�DQG�UHGXFH�WKHLU�H[SRVXUHV�WR�ERQG�IDFWRUV��WKLV�ODWWHU�VWDWHPHQW�DOVR�KROGV�IRU�0DFUR�IXQGV��0DUNHW�1HXWUDO�IXQGV�PDQDJHUV�UHOLHG�PRUH�H[WHQVLYHO\�RQ�GRPHVWLF�ERQG�LQGLFHV��6WULNLQJO\��WKH�6KRUW�6DOHV� VWUDWHJ\� OHIW� D� SXUH�PDUNHW�FRQWUDULDQ�SURILOH� IRU� D�PXFK�EURDGHU�PL[�RI�H[SRVXUHV��SRVLWLYH�IRU�+0/��:RUOG�H[FOXGLQJ�86�DQG�&RPPRGLW\�,QGH[��QHJDWLYH�IRU�60%��0RPHQWXP�DQG�:RUOG�*RYHUQPHQW�%RQG�,QGH[���)RU�IXQGV�RI�IXQGV�VWUDWHJLHV��WKH QRWLFHDEOH�GLIIHUHQFH�LV�WKH�QRWLFHDEOH�UHLQIRUFHPHQW�RI�WKH�ORDGLQJV�WR�WKH�0RPHQWXP�IDFWRU�DQG�WKH�+LJK�<LHOG�%RQG�,QGH[�DIWHU�0DUFK�������ZKLOH�WKH�H[SRVXUH�WR�WKH�:RUOG�*RYHUQPHQW�%RQG�,QGH[�JRHV�IURP�YHU\�QHJDWLYH�WR�VOLJKWO\�SRVLWLYH�
9,�3HUVLVWHQFH LQ�3HUIRUPDQFH2XU�UHVXOWV�VKRZ�VLJQLILFDQW�HYLGHQFH�RI�VXSHULRU�SHUIRUPDQFH�RYHU�WKH�WRWDO�SHULRG�RI�WLPH�IRU�PRVW�LQGLYLGXDO� VWUDWHJLHV�� 1HYHUWKHOHVV�� UHVXOWV� DUH� PRVWO\� GXH� WR� WKH� ILUVW�� EXOOLVK� VXE�SHULRG� DQG� WKH�SRVLWLYH� RXW�SHUIRUPDQFH� WHQGV� WR� IDGH DZD\� DIWHU� 0DUFK� ������ 1HYHUWKHOHVV�� DFWLYH� KHGJH� IXQGV�VHOHFWLRQ� VWUDWHJLHV� DUH� OLNHO\� WR� LQFUHDVH� WKH� H[SHFWHG� UHWXUQ� LI� SHUIRUPDQFH� LV� SHUVLVWHQW�� L�H�� LI� D�VXSHULRU�DYHUDJH�UHWXUQ� LQ�D�SHULRG� LV� OLNHO\�WR�EH�IROORZHG�E\�D�VXSHULRU�DYHUDJH�UHWXUQ�LQ�WKH�QH[W�SHULRG�IRU�D�JLYHQ�IXQG��6LUUL�DQG�7XIDQR��������GRFXPHQW�ODUJH�LQIORZV�RI�PRQH\�LQWR�ODVW�\HDUV�EHVW�SHUIRUPHUV��DQG�ZLWKGUDZDOV�IURP�ODVW�\HDUV
�ORVHUV��=KHQJ��������ILQGV�WKDW�QHZO\�LQYHVWHG�PRQH\�LQ�
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WKHVH� EHVW� SHUIRUPLQJ� PXWXDO� IXQGV� LV� D� SUHGLFWRU� RI� IXWXUH� SHUIRUPDQFH�� 7KLV� LQGLFDWHV� WKDW�SHUVLVWHQFH�LQ�SHUIRUPDQFH�LV�FULWLFDO�IRU�PXWXDO�IXQGV��7KLV�LV�DOO�WKH�PRUH�LPSRUWDQW�JLYHQ�WKDW�ZH�KDYH�IRXQG�LQ�WKH�SUHYLRXV�VXEVHFWLRQ�D�VXEVWDQWLDO�EUHDN�LQ�SHUIRUPDQFH�DW�WKH�SHDN�RI�WKH�VWRFN�PDUNHWV� ,V�SHUVLVWHQFH�VXVWDLQDEOH�RYHU�WKH�WRWDO�SHULRG��RU�LV�LW�OLNHO\�WR�EH�REVHUYHG�RQO\�LQ�D�SDUWLFXODU�VXE�SHULRG�"
����3HUVLVWHQFH�RYHU�WKH�WRWDO�SHULRG:H�IROORZ�WKH�PHWKRGRORJ\�RI�&DUKDUW��������XVLQJ�RXU�FRPELQHG�PRGHO��$OO�IXQGV�DUH�UDQNHG�EDVHG�RQ� WKHLU� SUHYLRXV� \HDU� WRWDO� UHWXUQ�� (YHU\� -DQXDU\�� ZH� SXW� DOO� IXQGV� LQWR� ��� HTXDOO\� ZHLJKWHG�SRUWIROLRV�� RUGHUHG� IURP� KLJKHVW� WR� ORZHVW� SDVW� UHWXUQV�� 3RUWIROLRV� �� �+LJK�� DQG� ��� �/RZ�� DUH� WKHQ�IXUWKHU�VXEGLYLGHG�RQ�WKH�VDPH�PHDVXUH��7KH�SRUWIROLRV�DUH�KHOG�WLOO�WKH�IROORZLQJ�-DQXDU\�DQG�WKHQ�UHEDODQFHG� DJDLQ�� )XQGV� WKDW� GLVDSSHDU� GXULQJ� WKH� FRXUVH� RI� WKH� \HDU� DUH� LQFOXGHG� LQ� WKH� HTXDOO\�ZHLJKWHG�DYHUDJH�XQWLO�WKHLU�GHDWK��WKHQ�SRUWIROLR�ZHLJKWV�DUH�UHDGMXVWHG�DSSURSULDWHO\��7KLV�\LHOGV�D�WLPH�VHULHV�RI�PRQWKO\�UHWXUQV�RQ�HDFK�GHFLOH�SRUWIROLR�IURP���������WR����������,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH7KH� PRQWKO\� DYHUDJH� UHWXUQ� WR� WKH� VWUDWHJ\� RI� LQYHVWLQJ� LQ� SRUWIROLRV� �� DQG� ��� ZRXOG� KDYH� EHHQ��UHVSHFWLYHO\��������DQG�������IRU�WKH�WRWDO�SHULRG��7KH�PRQWKO\�H[FHVV�UHWXUQV�RQ�WKH�GHFLOH�SRUWIROLRV�GHFUHDVH�PRQRWRQLFDOO\�EHWZHHQ�SRUWIROLR�'��DQG�'���EXW�WKH�VXE�GHFLOH�'��F�REWDLQV�DQ�H[FHVV�UHWXUQ�KLJKHU�WKDQ�����VOLJKWO\�VLJQLILFDQW��7KH�VSUHDGV�EHWZHHQ�GHFLOH�H[FHVV�UHWXUQV�DUH�QRW�VLJQLILFDQW��&URVV�VHFWLRQDO�YDULDWLRQ�LQ�UHWXUQV�LV�FRQVLGHUDEO\�ODUJHU� IRU� WKH� H[WUHPH� GHFLOHV� WKDQ� IRU� WKH�PLGGOH� GHFLOHV�� LQ� OLQH�ZLWK� WKH� UHVXOWV� RI�%URZQ� HW� DO���������DQG�&DSRFFL�DQG�+�EQHU���������$IWHU�FRQWUROOLQJ�IRU�WKH�ULVN�IDFWRUV��WKH�SLFWXUH�LV�GUDPDWLFDOO\�DOWHUHG��7KH�'��F�SRUWIROLR��L�H��WKH�H[WUHPH� ORVHUV�� HQMR\� D� UHPDUNDEOH�PRQWKO\� RXW�SHUIRUPDQFH� RI� ��������� 7KH� �D���F� VSUHDG� JRHV�IURP�DQ�LQVLJQLILFDQW�������WR�D�VLJQLILFDQW�± ������$VLGH�IURP�WKLV�H[WUHPH�YDOXH��VLJQLILFDQW�DOSKDV�DUH�PRVWO\� WR� EH� IRXQG� LQ� WKH�PLGGOH� GHFLOHV��ZLWK� WKH�PRVW� VLJQLILFDQW� YDOXHV� �DW� ��� OHYHO�� EHLQJ�REVHUYHG�LQ�SRUWIROLRV�'��WR�'��7KH� SDWWHUQ� RI� ORDGLQJ� WR� ULVN� SUHPLD� VXJJHVWV� WKDW� SDVW� ZLQQHUV�PRUH� FORVHO\� IROORZ� WKH�PDUNHW��LQYHVW�PRUH�LQ�VPDOO�ILUPV�DQG�LQ�HPHUJLQJ�ERQG�PDUNHWV�EXW�OHVV�LQ�WKH�ZRUOG�VWRFN�LQGH[�WKDQ�SDVW�ORVHUV�� 4XLWH� QDWXUDOO\� JLYHQ� WKH� GHILQLWLRQ� RI� WKH� SRUWIROLRV�� SDVW� ZLQQHUV� IROORZ� PRPHQWXP�VWUDWHJLHV�ZKLOH�SDVW�ORVHUV�DUH�PRPHQWXP�FRQWUDULDQ�
�� 7KH�SRRU�YDOXH�RI�WKH�DGMXVWHG�5ð�IRU�WKLV�GHFLOH�SRUWIROLR�VXJJHVWV�KRZHYHU�D�YHU\�XQVWDEOH�EHKDYLRXU�RI�LQGLYLGXDO�IXQGV�UHWXUQV�
LQVLGH�WKLV�GHFLOH�SRUWIROLR�



��

,Q�WKH�PLGGOH�GHFLOHV��ZKHUH�SHUIRUPDQFH�VHHPV�WR�EH�SHUVLVWHQW�ZKHQ�DFFRXQWLQJ�IRU�ULVN��ZH�QRWLFH�WKDW�WKHVH�VWUDWHJLHV�DUH�XVXDOO\�FKDUDFWHUL]HG�E\�SRVLWLYH�H[SRVXUH�WR�WKH�+0/�IDFWRU��YDOXH�VWUDWHJ\���QHJDWLYH� H[SRVXUH� WR� WKH� ZRUOG� ERQG� LQGH[� EXW� SRVLWLYH� H[SRVXUH� WR� WKH� HPHUJLQJ� ERQG�PDUNHWV��LQGLFDWLQJ� DUELWUDJLQJ� VWUDWHJLHV� RQ� JHRJUDSKLFDO� ERQG�PDUNHWV�� 7KLV� LV� D� SRVVLEOH� VRXUFH� IRU� WKHLU�VXVWDLQHG�SHUIRUPDQFH�
����3HUVLVWHQFH�RYHU�WKH�VXE�SHULRGV7KH� VDPH� DQDO\VLV� DV� EHIRUH� LV� SHUIRUPHG� LQ�7DEOH� �� IRU� WKH� EXOOLVK� �3DQHO�$�� DQG� IRU� WKH�EHDULVK��7DEOH�%��VXE�SHULRGV��� ,QVHUW�7DEOH���DSSUR[LPDWHO\�KHUH3DQHO�$�RI�7DEOH���GLVSOD\V��QRW�VXUSULVLQJO\��YHU\�FRPSDUDEOH�UHVXOWV�ZLWK�WKH�RQHV�RI�7DEOH����EXW�WKHUH�DUH�VRPH�LPSRUWDQW�GLIIHUHQFHV��)LUVWO\��WKH�DOSKD�IRU�SRUWIROLR�'��F�LV�QRW�VLJQLILFDQW�DQ\PRUH��RQO\� PLGGOH�GHFLOH� SRUWIROLRV� KDYH� D� VLJQLILFDQW� DOSKD�� 7KLV� UHVXOW� LV� FRQVLVWHQW� ZLWK� &DSRFFL� DQG�+�EQHU� ������� WKDW� DQDO\VH� WKH� �������� �������� SHULRG�� 7KHUH� LV� QR� VLJQLILFDQW� VSUHDG� EHWZHHQ�GHFLOH�SRUWIROLR�UHWXUQV�/RDGLQJ� WR� LQGLYLGXDO� IDFWRUV�DUH� WR�D� ODUJH�H[WHQW VLPLODU� IRU� VWRFN� LQGLFHV��EXW�QRW�DW� DOO� IRU�ERQG�LQGLFHV�� 'XULQJ� WKH� EXOOLVK� SHULRG�� SDVW� ZLQQHUV� KDYH� QRW� LQYHVWHG� LQ� DQ\� ERQG� LQGH[�� DQG� HYHQ�KHDYLO\� GLYHVWHG� IURP� WKH� ZRUOG� ERQG� LQGH[�� ,Q� FRQWUDVW�� WKH\� KDYH� DOVR� VLJQLILFDQW� ORDGLQJV� ZLWK�UHVSHFW�WR�WKH�FRPPRGLW\�LQGH[��$W�WKH�VDPH�WLPH��SDVW�DYHUDJH�SHUIRUPHUV�ZHUH�PRVWO\�LQYHVWHG�LQ�WKH�KLJK�\LHOG�ERQG�PDUNHW�8QIRUWXQDWHO\��3DQHO�%�LQGLFDWHV�WKDW�WKHUH�LV�QR�HYLGHQFH�RI�SHUVLVWHQFH�LQ�JRRG�SHUIRUPDQFH�GXULQJ�WKH�EHDULVK�SHULRG��7KH�RQO\� VXVWDLQHG�SHUIRUPDQFH� LV� WKH�QHJDWLYH�RQH��DV�SDVW� ORVHUV�DUH� IRXQG� WR�SHUVLVWHQWO\�DJJUDYDWH�WKHLU�ORVVHV�LQ�SRUWIROLRV�'����'��D�DQG�'��E��7KLV�ILQGLQJ�LV�LQ�OLQH�ZLWK�RXU�DQDO\VLV�RI�VXUYLYRUVKLS�ELDVHV��UHLQIRUFLQJ�WKH�FRQMHFWXUH�WKDW�WKHUH�ZDV�D�SDUWLFXODUO\�KLJK�PRUWDOLW\�UDWH�DIWHU�0DUFK������GXH�WR�SRRU�SHUIRUPDQFH�RI�WKH�GLVDSSHDUHG�IXQGV�7RS� GHFLOH� SRUWIROLRV� GXULQJ� WKDW� SHULRG� KDG� SRVLWLYH� ORDGLQJV� LQ� KLJK� \LHOG� ERQGV� DQG� LQ� WKH�0RPHQWXP�IDFWRU��EXW�QHJDWLYH�ORDGLQJV�LQ�WKH�FRPPRGLW\�PDUNHW�DQG�WKH�+0/�IDFWRU��7KH�ORVLQJ�VWUDWHJLHV�� L�H�� WKH� RQHV� SHUVLVWHQWO\� IROORZHG� E\� ERWWRP� GHFLOH� SRUWIROLRV�� KDG� ORDGLQJ� RI� RSSRVLWH�VLJQV�RQ�WKH�VDPH�IDFWRUV�DQG��DGGLWLRQDOO\��YHU\�KLJK�ORDGLQJV�RQ�WKH�PRUWJDJH�PDUNHW��:H�DOVR�QRWLFH�WKDW��FRQWUDULO\�WR�WKH��FRQYHQWLRQDO�ZLVGRP��FRQFHUQLQJ�WKH�FRUUHODWLRQ�EHWZHHQ�WKH�PRPHQWXP� IDFWRU� DQG� KHGJH� IXQGV� SHUIRUPDQFH� GXULQJ� EHDULVK� SHULRGV�� SDVW� ZLQQHUV� FRQVLVWHQWO\�LQYHVWHG� LQ�PRPHQWXP� VWUDWHJLHV� DQG� SDVW�ZLQQHUV� FRQVLVWHQWO\� IROORZHG� FRQWUDULDQ� VWUDWHJLHV� DIWHU�0DUFK� ������ 7KH� SDUDGR[� LV� RQO\� LOOXVRU\�� DV� SDVW� ZLQQHUV� W\SLFDOO\� KROG� ZLQQHU� VWRFNV� LQ� WKHLU�
�� )RU�WKH�VHFRQG�VXE�SHULRG��ZH�XVHG�UHWXUQV�RI�WKH�����������������SHULRG�WR�IRUP�WKH�ILUVW�GHFLOH�SRUWIROLRV�
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SRUWIROLR�DQG�DUH�WKXV�QDWXUDOO\�SRVLWLYHO\�H[SRVHG�WR�WKH�PRPHQWXP�IDFWRU�ZLWK�WKHVH�VHFXULWLHV��2XU�UHVXOWV�VLPSO\�VXJJHVW�WKDW�WKHVH�IXQGV�PDQDJHUV�GLG�QRW�DFWLYHO\�PDQDJH�WKLV�SDUWLFXODU�FRPSRQHQW�RI�WKHLU�SRUWIROLR�
����$QDO\VLV�RI�WKH�0DUNHW�1HXWUDO�VWUDWHJ\7KLV�VXE�VHFWLRQ�IRFXVHV�RQ�WKH�SHUVLVWHQFH�LQ�UHWXUQV�IRU�WKH�RQO\�KHGJH�IXQGV�VWUDWHJ\�WKDW�KDV�EHHQ�IRXQG�WR�SURYLGH�VLJQLILFDQW�DEQRUPDO�UHWXUQV�IRU�ERWK�VXE�SHULRGV�LQ�WKH�SUHYLRXV�VHFWLRQ��QDPHO\�WKH�0DUNHW�1HXWUDO�VWUDWHJ\��:H�GHWHUPLQH�ZKHWKHU�SHUVLVWHQFH�LQ�UHWXUQV�H[LVWV�IRU�WKLV�VWUDWHJ\�IRU�WKH�ZKROH�SHULRG�DV�ZHOO�DV� IRU� WKH�VXE�SHULRGV��$V�IRU� WKH�WRWDO�VDPSOH��ZH�FODVVLI\�IXQGV�LQ����GHFLOH�SRUWIROLRV�� ZLWK� WKH� WRS� DQG� ERWWRP� GHFLOH� GLYLGHG� LQ� ��� 7DEOH� ��� UHSRUWV� RXU� UHVXOWV� IRU� WKHVH�VWUDWHJLHV� ,QVHUW�7DEOH����DSSUR[LPDWHO\�KHUH3DQHO�$�UHSRUWV�WKH�UHVXOWV�RI�WKH�DQDO\VLV�IRU�WKH�JOREDO�SHULRG��7KH\�VKRZ�WKDW�WKHUH�LV�QR�VLJQLILFDQW�GLIIHUHQFH� EHWZHHQ� JRRG� DQG� EDG� SHUIRUPLQJ� IXQGV�� $OO� DOSKDV� EXW� WKH� RQH� RI� SRUWIROLR�'��F� DUH�VLJQLILFDQWO\�SRVLWLYH� IRU� WKH�ZKROH�SHULRG��DOWKRXJK� WKH� VLJQLILFDQFH� OHYHO� LV� ORZHU� IRU� WKH�H[WUHPH�VXE�GHFLOHV��&RPSDUHG�WR�RXU�UHVXOWV�IRU�WKH�ZKROH�GDWDEDVH��H[FHVV�UHWXUQV�DUH�KLJKHU�IRU�WKH�H[WUHPH�GHFLOHV� DQG� VPDOOHU� IRU� PLGGOH� GHFLOHV�� KRZHYHU�� UHWXUQV� RI�0DUNHW� 1HXWUDO� IXQGV� H[KLELW� D�PXFK�ORZHU� YDULDQFH�� DQG� KLJKHU� DOSKDV� IRU� WKH� WRS� GHFLOHV� �IURP� '�� WR� '���� ,Q� D� QXWVKHOO�� DOO� EXW� WKH�SRRUHVW� SDVW� SHUIRUPHUV� H[KLELW� D� VLJQLILFDQW� SHUVLVWHQFH� LQ� SHUIRUPDQFH�� 7KH� UHYLHZ� RI� ULVN�FRHIILFLHQWV�VKRZV�WKDW��DVLGH�IURP�WKH�IDFW�WKDW�SDVW�EHVW�SHUIRUPHUV�KDG�D�VLJQLILFDQW�ORDGLQJ�RQ�WKH�VWRFN� PDUNHW� LQGH[� DQG� RQ� WKH� 60%� IDFWRU� ZKLOH� SDVW� ORVHUV� KDG� D� JUHDWHU� IRFXV� RQ� ZRUOG� VWRFN�PDUNHWV��QR�RWKHU�FOHDU�SDWWHUQ�HPHUJHV��3DQHOV�%�DQG�&�GLVSOD\�YHU\�GLIIHUHQW�SLFWXUHV��'XULQJ�WKH������0DUFK������SHULRG��RQO\�WKH�DOSKDV�RI�WRS�GHFLOH�IXQGV�ZHUH�V\VWHPDWLFDOO\�KLJKHU�WKDQ�IRU�WKH�ZKROH�SHULRG��,Q�FRQWUDVW��WKH�ORZHVW�GHFLOH�IXQGV� GLG� QRW�RXW�SHUIRUP� WKH�PDUNHW��0LGGOH�GHFLOH� IXQGV�KDG� D� FOHDUHU� IRFXV�RQ�KLJK�\LHOG�ERQG�PDUNHWV��3DQHO�&�VKRZV�WKDW�WKH�SHUVLVWHQFH�LQ�SHUIRUPDQFH�GXULQJ�WKH�PDUNHW�FROODSVH�ZDV�FOHDUO\�VXVWDLQHG�IRU� SRUWIROLRV�'�� WR�'���ZLWK�KLJK� VLJQLILFDQFH� OHYHOV��7KHVH� IXQGV�KDG�QR�SDUWLFXODUO\� UHPDUNDEOH�LQYHVWPHQW� SDWWHUQ�� H[FHSW� IRU� WKH�PHGLDQ� GHFLOH� �'���ZKRVH� ORDGLQJV� DUH� VLJQLILFDQW� IRU� WKH�+LJK�<LHOG�IDFWRU��SRVLWLYH��DQG�IRU�WKH�:RUOG�*RYHUQPHQW�%RQG�DQG�0RPHQWXP�IDFWRUV��QHJDWLYH���ZLWK�D�UHODWLYHO\�KLJK�DGMXVWHG�5ð�RI��������6LQFH�WKHVH�GHFLOH�SRUWIROLRV�KDG�VLJQLILFDQW�DOSKDV�IRU�WKH�ILUVW�VXE�SHULRG�WRR��WKLV�LQGLFDWHV�WKDW�WKH�VXSHULRU�SHUIRUPDQFH�RI�WKHVH�IXQGV�ZDV�SUHGLFWDEOH�LUUHVSHFWLYH�RI�WKH�SUHYDLOLQJ�PDUNHW�FRQGLWLRQV��:H�YLHZ�WKLV�DV�D�PDMRU�UHVXOW�FRQVLGHULQJ�WKDW�0DUNHW�1HXWUDO�IXQGV�KDYH�WUDGLWLRQDOO\�EHHQ�DVVLJQHG�
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WKH�UROH�RI�SURWHFWLQJ�LQYHVWRUV�DJDLQVW�QHJDWLYH�PDUNHW�WZLVWV��WKLV�UHLQIRUFHV�WKLV�FODLPV�RQ�D�GRXEOH�GLPHQVLRQ�� DV� RXU� UHVXOWV� VXJJHVW� WKDW� WKLV� SHUIRUPDQFH� LV� QRW� RQO\� VXVWDLQHG�GXULQJ� SRVLWLYH� RU�QHJDWLYH�PDUNHW�FRQGLWLRQV��EXW�GXULQJ�ERWK��KRZHYHU��SHUVLVWHQFH� LQ�SHUIRUPDQFH� LV�REVHUYDEOH�IRU�WKH�PHGLXP�WR�WRS� SDVW� SHUIRUPHUV� RQO\�� VKRZLQJ� WKDW� RQO\� D�YHU\� WDUJHWHG� LQYHVWPHQW�EHKDYLRU� LQ�0DUNHW�1HXWUDO�)XQGV�ZRXOG�SURYLGH�D�VXVWDLQHG�SRVLWLYH�DEQRUPDO�UHWXUQ��)LQDOO\��LW�LV�ZRUWK�PHQWLRQLQJ�WKDW�WKH�SRRU�DGMXVWPHQW�RI�WKH�PRGHO�IRU�WKH�EHVW�SHUIRUPLQJ�GHFLOH�SRUWIROLRV� GXULQJ� WKH� GRZQ�PDUNHW� SHULRG� DOVR� VLJQDOV� WKDW� WKHVH� IXQGV�PDQDJHUV� WHQGHG� WR� SXUVXH�YHU\� DFWLYH� DQG� PRYLQJ� LQYHVWPHQW� VWUDWHJLHV�� OHDYLQJ� D� ODUJH� LPSRUWDQFH� WR� PDUNHW� WLPLQJ� DQG�WDFWLFDO�DOORFDWLRQ��7KH�DOWHUQDWLYH�H[SODQDWLRQ�RI�PLVVLQJ�ULVN�IDFWRUV��ZKLFK�LV�DOVR�UHSRUWHG�LQ�/LDQJ���������DOWKRXJK�WKHRUHWLFDOO\�SRVVLEOH��LV�QRW�YHU\�FRPSHOOLQJ�JLYHQ�WKH�SURYHQ�YHU\�KLJK�DFFXUDF\�RI�RXU�FRPELQHG�PRGHO��+RZHYHU��WKLV�SDUWLFXODU�DVSHFW�RSHQV�WKH�ZD\�WR�DGGLWLRQDO�UHVHDUFK�RQ�KHGJH�IXQGV�SHUIRUPDQFH�DQG�SHUVLVWHQFH�GXULQJ�XQIDYRUDEOH�PDUNHW�FRQGLWLRQV�
9,,�&RQFOXVLRQ7KH�HYROXWLRQ�RI�ILQDQFLDO�PDUNHWV�GXULQJ�WKH�����������SHULRG�KDV�EHHQ�YHU\�ULFK�LQ�VLJQLILFDQW�XS�DQG� GRZQ�PDUNHW�PRYHPHQWV� ZKRVH� OHQJWK� DQG� VHYHULW\� KDYH� EHHQ� ODUJHO\� XQSUHFHGHQWHG�� ,Q� WKLV�SDSHU��ZH�KDYH�VHL]HG� WKLV�RSSRUWXQLW\� WR� WHVW�ZKHWKHU�KHGJH�IXQGV�GLVSOD\HG�VLJQLILFDQWO\�GLIIHUHQW�SDWWHUQV� RI SHUIRUPDQFH� OHYHOV� DQG� SHUVLVWHQFH� GXULQJ� WKLV� WLPH�ZLQGRZ� DV�ZHOO� DV� LQ� XQGRXEWHGO\�EXOOLVK�DQG�EHDULVK�PDUNHW�VLWXDWLRQV�)LUVWO\��RXU�GDWDEDVH�FRQVWLWXWHG�ZLWK������IXQGV�REWDLQHG�IURP�0$5�SURYH�WR�EH�IDLUO\�WUXVWDEOH�ZLWK�UHVSHFW� WR� WKH� PRVW� LPSRUWDQW ELDVHV� LQ� KHGJH� IXQGV� VWXGLHV�� QDPHO\� WKH� VXUYLYRUVKLS� DQG� LQVWDQW�UHWXUQ�KLVWRU\�ELDVHV�GHVSLWH�WKH�KLJK�DWWULWLRQ�UDWH�RI�IXQGV�REVHUYHG�DIWHU�0DUFK�������2XU�RULJLQDO�WHQ�IDFWRU�FRPSRVLWH�SHUIRUPDQFH�PRGHO�DOVR�UDLVHV�OLWWOH�VXVSLFLRQ�FRQFHUQLQJ�LWV�DELOLW\� WR�H[SODLQ�UHWXUQV�DV�ZH�DFKLHYH�YHU\�KLJK�VLJQLILFDQFH�OHYHOV�ZLWK�YHU\�OLWWOH�FRUUHODWLRQ�DPRQJ�UHJUHVVRUV�7KH�DQDO\VLV�RI�SHUIRUPDQFH�LQGLFDWHV�WKDW�PRVW�KHGJH�IXQGV�VLJQLILFDQWO\�RXW�SHUIRUPHG�WKH�PDUNHW�GXULQJ�WKH�ZKROH�WHVW�SHULRG��EXW�WKLV�LV PRVWO\�GXH�WR�WKH�EXOOLVK�VXE�SHULRG��7KH�SDWWHUQ�LV�VRPHKRZ�DWWHQXDWHG� IRU� IXQGV�RI� IXQGV� VWUDWHJLHV�� ,Q�FRQWUDVW��QR�VLJQLILFDQW�XQGHU�SHUIRUPDQFH�RI� LQGLYLGXDO�KHGJH�IXQGV�RI�IXQGV�RI�IXQGV�VWUDWHJLHV�LV�REVHUYHG�ZKHQ�PDUNHWV�KHDGHG�VRXWK��7KH�0DUNHW�1HXWUDO�VWUDWHJ\�SURYLGHV�D�QRWLFHDEOH�H[FHSWLRQ��KRZHYHU��DV�LV�VXVWDLQV�DEQRUPDO�SHUIRUPDQFH�RYHU�ERWK�WKH�EXOOLVK�DQG�WKH�EHDULVK�VXE�SHULRGV��3HUVLVWHQFH� DQDO\VLV� DOVR� LQGLFDWHV� WKDW�PRVW� RI� WKH� SUHGLFWDELOLW\� RI� VXSHULRU� SHUIRUPDQFH� LV� WR� EH�IRXQG�SULRU�WR�0DUFK�������2XU�UHVXOWV�FRQILUP�VHYHUDO�SUHYLRXV�VWXGLHV�WKDW�IRXQG�WKDW�SHUVLVWHQFH��LI�DQ\��LV�PRVWO\�ORFDWHG�DPRQJ�PHGLXP�SHUIRUPHUV��,Q�WKH�VHFRQG�VXE�SHULRG��RQO\�QHJDWLYH�SHUVLVWHQFH�FDQ�EH�IRXQG�DPRQJ�WKH�SDVW�ORVHUV��VXJJHVWLQJ�WKDW�EDG�SHUIRUPDQFH�KDV�SUREDEO\�EHHQ�WKH�GHFLVLYH�IDFWRU�IRU�KHGJH�IXQGV�PRUWDOLW\�
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2XU� DQDO\VLV� RI� WKH� SHUIRUPDQFH� RI� WKH�0DUNHW� 1HXWUDO� VWUDWHJ\� LV� UHPDUNDEO\� HQFRXUDJLQJ� DQG� LV�FRQILUPHG� DQG� UHILQHG�ZLWK� WKH�SHUVLVWHQFH� DQDO\VLV�� IRU� SRUWIROLRV� WKDW�ZHUH�EHWZHHQ� WKH�����DQG����� EHVW� SHUIRUPHUV� LQ� WKLV� FDWHJRU\�� DEQRUPDO� SHUIRUPDQFH� DQG� SHUVLVWHQFH� DUH� SHUYDVLYH�WKURXJKRXW�WKH�VXE�SHULRGV��SUREDEO\�WKDQNV�WR�DQ�H[WUHPH�DGDSWDELOLW\�DQG�D�YHU\�DFWLYH�LQYHVWPHQW�EHKDYLRU��2EYLRXVO\��WKHVH�YHU\�DSSHDOLQJ�UHVXOWV�FDOO�IRU�D�PXFK�PRUH�GHWDLOHG�DQDO\VLV�RI�WKH�0DUNHW�1HXWUDO�VWUDWHJ\�DPRQJ� LQGLYLGXDO�KHGJH�IXQGV��0DUNHW� WLPLQJ�LVVXHV�GR�PDWWHU�IRU� WKHLU�ULVN�H[SRVXUH��DQG�WUDGLWLRQDO�DVVHW�SULFLQJ�PRGHOV�PD\�QRW�IXOO\�DFFRXQW�IRU�WKHLU�KLJKO\�XQVWDEOH�LQYHVWPHQW�VWUDWHJLHV��:H� EHOLHYH� WKDW� WKLV� SDSHU� SRWHQWLDOO\� RSHQV� WKH�ZD\� WR� D� GHHSHU� H[DPLQDWLRQ� RI� WKH� SURSHUWLHV� RI�WKHVH� SDUWLFXODU� KHGJH� IXQGV� GXULQJ� QHJDWLYH� PDUNHW� FRQGLWLRQV�� EXW� WKLV� SDUWLFXODU� ILHOG� RI�LQYHVWLJDWLRQ�LV�OHIW�IRU�IXWXUH�WKHRUHWLFDO�DV�ZHOO�DV�HPSLULFDO�UHVHDUFK�
5HIHUHQFHV$FNHUPDQQ��&���5DYHQVFUDIW��'���������7KH�LPSDFW�RI�UHJXODWRU\�UHVWULFWLRQV�RQ�IXQG�SHUIRUPDQFH��$�FRPSDUDWLYH�VWXG\�RI�KHGJH�IXQGV�DQG�PXWXDO�IXQGV��:RUNLQJ�3DSHU��8QLYHUVLW\�RI�1RWUH�'DPH�$FNHUPDQQ��&���0F(QDOO\��5���5DYHQVFUDIW��'���������7KH�SHUIRUPDQFH�RI�KHGJH�IXQGV��5LVN��UHWXUQ��DQG�LQFHQWLYHV��-RXUQDO�RI�)LQDQFH�������������$JDUZDO�� 9��� ������ ,QWHUWHPSRUDO� YDULDWLRQ� LQ� WKH� SHUIRUPDQFH� RI� KHGJH� IXQGV� HPSOR\LQJ� D�FRQWLQJHQW�FODLP�EDVHG�EHQFKPDUN��:RUNLQJ�3DSHU��/RQGRQ�%XVLQHVV�6FKRRO�$JDUZDO�� 9��� 1DLN�� 1�<��� ������ 0XOWL�SHULRG� SHUIRUPDQFH� SHUVLVWHQFH� DQDO\VLV� RI� KHGJH� IXQGV��-RXUQDO�RI�)LQDQFLDO�DQG�4XDQWLWDWLYH�$QDO\VLV��������������$JDUZDO��9���1DLN��1�<��� ������5LVNV� DQG� 3RUWIROLR�'HFLVLRQV� ,QYROYLQJ�+HGJH�)XQGV��5HYLHZ�RI�)LQDQFLDO�6WXGLHV��IRUWKFRPLQJ��$PLQ��*�6���.DW��+�0���������+HGJH�IXQG�SHUIRUPDQFH���������� ��'R�WKH�µPRQH\�PDFKLQH¶�UHDOO\�DGG�YDOXH "��:RUNLQJ�3DSHU��,60$�&HQWHU��7KH�8QLYHUVLW\�RI�5HDGLQJ�%URZQ� 6�-��� *RHW]PDQQ�� :�1��� ,EERWVRQ�� 5�*��� ������ 2IIVKRUH� KHGJH� IXQGV�� 6XUYLYDO� DQG�SHUIRUPDQFH������������-RXUQDO�RI�%XVLQHVV������������%URZQ� 6�-��� *RHW]PDQQ��:�1��� 3DUN�� -��� ������ &DUHHUV� DQG� VXUYLYDO�� &RPSHWLWLRQ� DQG� ULVN� LQ� WKH�KHGJH�IXQG�DQG�&7$�LQGXVWU\��-RXUQDO�RI�)LQDQFH���������������&DSRFFL��'��DQG�+�EQHU��*���������/¶8QLYHUV�GHV�+HGJH�)XQGV��XQH�3HUVSHFWLYH�(PSLULTXH��5HYXH�%DQFDLUH�HW�)LQDQFLqUH��6HSWHPEHU��QU�������������&DSRFFL��'��DQG�+�EQHU��*���������$Q�$QDO\VLV�RI�+HGJH�)XQGV�3HUIRUPDQFH��-RXUQDO�RI�(PSLULFDO�)LQDQFH�����������&DUKDUW��0�0���������2Q�SHUVLVWHQFH�LQ�PXWXDO�IXQG�SHUIRUPDQFH��-RXUQDO�RI�)LQDQFH�����������
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(QQLV��5��0��DQG�6HEDVWLDQ��0��'���������$�&ULWLFDO�/RRN�DW� WKH�&DVH�IRU�+HGJH�)XQGV��-RXUQDO�RI�3RUWIROLR�0DQDJHPHQW�����QU������(GZDUGV��)��5��DQG�&DJOD\DQ��0��2�������� +HGJH�)XQG�DQG�&RPPRGLW\�)XQG�,QYHVWPHQWV�LQ�%XOO�DQG�%HDU�0DUNHWV��-RXUQDO�RI�3RUWIROLR�0DQDJHPHQW������QU������)DER]]L��)��-��DQG�)UDQFLV�-��&���������0XWXDO�)XQG�6\VWHPDWLF�5LVN�IRU�%XOO�DQG�%HDU�0DUNHWV��$Q�(PSLULFDO�([DPLQDWLRQ��-RXUQDO�RI�)LQDQFH���������������)DPD��(�)���)UHQFK��.�5���������&RPPRQ�ULVN�IDFWRUV�LQ�WKH�UHWXUQV�RQ�VWRFNV�DQG�ERQGV��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����������)DPD�� (�)��� )UHQFK�� .�5��� ������ 0XOWLIDFWRU� H[SODQDWLRQV� RI� DVVHW� SULFLQJ� DQRPDOLHV�� -RXUQDO� RI�)LQDQFH�����������)XQJ��:���+VLHK��'�$��� ������ (PSLULFDO� FKDUDFWHULVWLFV� RI� G\QDPLF� WUDGLQJ� VWUDWHJLHV�� 7KH� FDVH� RI�KHGJH�IXQGV��5HYLHZ�RI�)LQDQFLDO�6WXGLHV�������������)XQJ�� :��� +VLHK�� '�$��� ������ 3HUIRUPDQFH� FKDUDFWHULVWLFV� RI� KHGJH� IXQGV� DQG� FRPPRGLW\� IXQGV��1DWXUDO�YV�VSXULRXV�ELDVHV��-RXUQDO�RI�4XDQWLWDWLYH�DQG�)LQDQFLDO�$QDO\VLV�������������*ULQEODWW�� 0��� 7LWPDQ�� 6��� :HUPHUV�� 5��� ������ 0RPHQWXP� LQYHVWPHQW� VWUDWHJLHV�� SRUWIROLR�SHUIRUPDQFH�DQG�KHUGLQJ��$�VWXG\�RI�PXWXDO�IXQG�EHKDYLRU��$PHULFDQ�(FRQRPLF�5HYLHZ����+HQGULFNV��'���3DWHO��-���=HFNKDXVHU��5���������+RW�KDQGV�LQ�PXWXDO�)XQGV��6KRUW�UXQ�SHUVLVWHQFH�RI�SHUIRUPDQFH�����������-RXUQDO�RI�)LQDQFH������������,QYHVWPHQW�&RPSDQ\� ,QVWLWXWH�� ������:RUOGZLGH�0XWXDO� )XQGV�$VVHWV� DQG�)ORZV��6HFRQG�4XDUWHU�������,&,�6WDWLVWLFV�DQG�5HVHDUFK�TXDUWHUO\�UHSRUW��ZZZ�LFL�RUJ�VWDWV��-HQVHQ��0�&���������7KH�SHUIRUPDQFH�RI�PXWXDO�IXQGV�LQ�WKH�SHULRG������������-RXUQDO�RI�)LQDQFH�������������.DR�� *�� :��� &KHQJ�� /�� 7�� :�� DQG� &KDQ� .�� &��� ������ ,QWHUQDWLRQDO� 0XWXDO� )XQG� 6HOHFWLYLW\� DQG�0DUNHW�7LPLQJ�GXULQJ�8S�DQG�'RZQ�0DUNHWV��)LQDQFLDO�5HYLHZ������������.DW�� +�� 0�� DQG� $PLQ�� *�� 6��� ������ 6WRFNV�� %RQGV�� DQG� +HGJH� )XQGV�� -RXUQDO� RI� 3RUWIROLR�0DQDJHPHQW������QU�������������/LDQJ��%���������2Q�WKH�SHUIRUPDQFH�RI�KHGJH�IXQGV��)LQDQFLDO�$QDO\VWV�-RXUQDO��������/LDQJ�� %��� ������ +HGJH� IXQGV �� 7KH� OLYLQJ� DQG� WKH� GHDG�� -RXUQDO� RI� )LQDQFLDO� DQG� 4XDQWLWDWLYH�$QDO\VLV�������������/LDQJ�� %��� ������ +HGJH� IXQGV� SHUIRUPDQFH �� ����������� )LQDQFLDO� $QDO\VWV� -RXUQDO��-DQXDU\�)HEUXDU\��������/LDQJ��%���������2Q�WKH�3HUIRUPDQFH�RI�$OWHUQDWLYH�,QYHVWPHQWV��&7$V��+HGJH�)XQGV��DQG�)XQGV�RI�)XQGV��:RUNLQJ�3DSHU��&DVH�:HVWHUQ�5HVHUYH�8QLYHUVLW\��&OHYHODQG�
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/LQWQHU��-���������7KH�YDOXDWLRQ�RI�ULVN�DVVHWV�DQG�WKH�VHOHFWLRQ�RI�ULVN\�LQYHVWPHQWV�LQ�VWRFN�SRUWIROLR�DQG�FDSLWDO�EXGJHWV��5HYLHZ�RI�(FRQRPLFV�DQG�6WDWLVWLFV�����������3DUN��-���������0DQDJHG�IXWXUHV�DV�DQ�LQYHVWPHQW�VHW��3K�'��'LVVHUWDWLRQ��&ROXPELD�8QLYHUVLW\�5DR�� 8��� ������ 0XWXDO� )XQG� 3HUIRUPDQFH� GXULQJ� 8S DQG� 'RZQ� 0DUNHW� &RQGLWLRQV�� 5HYLHZ� RI�%XVLQHVV������6FKQHHZHLV��7���6SXUJLQ��5���������0XOWLIDFWRU�DQDO\VLV�RI�KHGJH�IXQGV��PDQDJHG�IXWXUHV�DQG�PXWXDO�IXQG�UHWXUQ�DQG�ULVN�FKDUDFWHULVWLFV��-RXUQDO�RI�$OWHUQDWLYH�,QYHVWPHQWV����������6KDUSH��:�)���������&DSLWDO� DVVHW�SULFHV��$� WKHRU\�RI�PDUNHW�HTXLOLEULXP�XQGHU�FRQGLWLRQV�RI� ULVN��-RXUQDO�RI�)LQDQFH�������������6LUUL��(�5���7XIDQR��3���������&RVWO\�VHDUFK�DQG�PXWXDO�IXQG�IORZV��-RXUQDO�RI�)LQDQFH���������������9DQ� +HGJH� )XQGV� $GYLVRUV� ,QWHUQDWLRQDO�� ������ 6L]H� RI� WKH� KHGJH� IXQG� XQLYHUVH��ZZZ�KHGJHIXQG�FRP�DERXWKIV�XQLYHUVH�XQLYHUVH�KWP�=KHQJ��/���������,V�PRQH\�VPDUW"�$�VWXG\�RI�PXWXDO�IXQG�,QYHVWRU¶�IXQG�VHOHFWLRQ�DELOLW\��-RXUQDO RI�)LQDQFH�������������
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7DEOH����'HVFULSWLYH�6WDWLVWLFV�RI�+HGJH�)XQGV�6WUDWHJLHV�DQG�3DVVLYH�,QYHVWPHQW�6WUDWHJLHV
3DQHO�$��+HGJH�)XQGV�VWUDWHJLHV�-DQ����� �'HFHPEHU�����������PRQWKV�

,QGLYLGXDO�)XQGV 1U�RI�)GV ��RI�WKH�FDWHJRU\ ��RI�WKH�WRWDO /LYLQJ�)XQGV 'HDG�)XQGV 0HDQ�5HWXUQ W�PHDQ� 6WG��'HY� 0HG� 0LQ 0D[ 6NHZ� .XUW ([FHVVUHWXUQ W�PHDQ�H[F�� 6KDUSH�UDWLR
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6XE�SHULRG���������������� 6XE�SHULRG����������������
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7KLV� 7DEOH� UHSRUWV� WKH� UDQJHV� RI� FRUUHODWLRQ� FRHIILFLHQW� DPRQJ� KHGJH� IXQGV� VWUDWHJLHV� �3DQHO� $��� EHWZHHQ� KHGJH� IXQGV� VWUDWHJLHV� DQG� SDVVLYH�LQYHVWPHQW� VWUDWHJLHV� �3DQHO�%�� DQG� DPRQJ�SDVVLYH� LQYHVWPHQW� VWUDWHJLHV� �3DQHO�&�� )RU� HDFK�SDLU� RI� VWUDWHJLHV� �LQ� OLQH� DQG� LQ� FROXPQ��� WKH�XSSHU�UHFWDQJOH�RI�WKH�FHOO�UHSUHVHQWV�WKH�UDQJH�RI�FRUUHODWLRQ�FRHIILFLHQW�IRU�WKH�ZKROH�SHULRG��������������������WKH�ERWWRP�OHIW�VTXDUH�UHSUHVHQWV�WKH�UDQJH�RI� FRUUHODWLRQ� FRHIILFLHQW� IRU� WKH� PRVW� EXOOLVK� VXE�SHULRG� ������������������� DQG� WKH� ERWWRP� ULJKW� VTXDUH� UHSUHVHQWV� WKH� UDQJH� RI� FRUUHODWLRQ�FRHIILFLHQW�IRU�WKH�PRVW�EHDULVK�VXE�SHULRG��������������������&RORU�FRGHV�IRU�FRUUHODWLRQV�DUH��!����LQ�EODFN�� ���EHWZHHQ����DQG ����LQ�GDUN�JUH\�� ���EHWZHHQ����DQG�����LQ�PHGLXP�GDUN�JUH\�� ���EHWZHHQ���DQG�����LQ�PHGLXP�JUH\�� ���EHWZHHQ�����DQG����LQ�OLJKW�JUH\�� ��DQG�������LQ�ZKLWH�� ���(5$� �(YHQW�'ULYHQ�± 5LVN�$UELWUDJH��('6� �(YHQW�'ULYHQ�± 'LVWUHVVHG�6HFXULWLHV��*/%� �*OREDO��*(6� �*OREDO�(VWDEOLVKHG��*,1� �*OREOD�,QWHUQDWLRQDO��*(0� �*OREDO�(PHUJLQJ��0$&� �0DFUR��0.1� �0DUNHW�1HXWUDO��/2/� �/RQJ�RQO\�/HYHUDJHG��6(&� �6HFWRUV��6+6� �6KRUW�6HOOLQJ��233��12&� �QR�&DWHJRU\��1,&� �1LFKH��',9� �'LYHUVLILHG��0.7� �0DUNHW�3UR[\��:;8� �:RUOG�H[FOXGLQJ�86��020� �0RPHQWXP��6:*� �6DORPRQ�:RUOG�*RYHUQPHQW�%RQG� ,QGH[��(0%� �-3�0RUJDQ�(PHUJLQJ�0DUNHW�%RQG�,QGH[��025� �/HKPDQ�0RUWJDJH�,QGH[��+,<� �/HKPDQ�+LJK�<LHOG� ,QGH[� DQG�*6&�  �*ROGPDQ� 6DFKV� &RPPRGLW\� ,QGH[�� 7KH�86�2SSRUWXQLVWLFV� DQG�2WKHU� VWUDWHJLHV�ZHUH� QRW� LQFOXGHG� DV� WKH\� GR� QRW�HQFRPSDVV�WKH�ZKROH�SHULRG�
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7DEOH�����6XUYLYRUVKLS�ELDV�LQ�KHGJH�IXQGV
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3DQHO�%��/LYLQJ�� 'HDG�)XQGV 3DQHO�&��/LYLQJ�� $OO�)XQGV<HDU� 5HWXUQ <HDU� 5HWXUQ���� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� ����%LDV������������ ���� SHU�0RQWK %LDV���������� ���� SHU�0RQWK���� SHU�<HDU ���� SHU�<HDU%LDV������������ ���� SHU�0RQWK %LDV����������� ���� SHU�0RQWK����� SHU�<HDU ���� SHU�<HDU%LDV������ ���� SHU�0RQWK %LDV����������� ���� SHU�0RQWK���� SHU�<HDU ���� SHU <HDU
7KLV�7DEOH�UHSRUWV�WKH�VXUYLYRUVKLS�ELDV�RI�FDOFXODWHG�IURP�RXU�GDWDEDVH��2XU�0$5�GDWDEDVH�FRQWDLQV� ����� KHGJH� IXQGV�� LQFOXGLQJ� ����� VXUYLYHG� IXQGV� DQG� ����� GLVVROYHG� IXQGV� DV� RI�'HFHPEHU� ������ ,Q� 3DQHO� %� VXUYLYRUVKLS� ELDV� LV� FDOFXODWHG� DV� WKH� SHUIRUPDQFH� GLIIHUHQFH�EHWZHHQ�VXUYLYLQJ�IXQGV�DQG�GLVVROYHG�IXQGV��,Q�3DQHO�&�VXUYLYRUVKLS�ELDV�LV�FDOFXODWHG�DV�WKH�SHUIRUPDQFH� GLIIHUHQFH� EHWZHHQ� VXUYLYLQJ� IXQGV� DQG� DOO� IXQGV�� $OO� UHWXUQV� DUH� QHW� RI� IHHV��1XPEHUV�LQ�WKH�WDEOH�DUH�\HDUO\�SHUFHQWDJH�XQOHVV�RWKHUZLVH�LQGLFDWHG�
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7DEOH�����(VWLPDWLRQ�RI�LQVWDQW�UHWXUQ�KLVWRU\�ELDV
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��

7DEOH��� ��3HUIRUPDQFH�PHDVXUHPHQW�XVLQJ� WKH�&$30��&DUKDUW¶V���IDFWRU�PRGHO�DQG� WKH�FRPELQHG�PRGHO
3DQHO�$ ��6LQJOH�LQGH[�PRGHO 3DQHO�% ��&DUKDUW
V���IDFWRU�PRGHO

,QGLYLGXDO�)XQGV $OSKD 0NW 5ð�DGM $OSKD�'LVWULE������������������ $OSKD 0NW 60% +0/ 35�<5 5ð�DGM $OSKD�'LVWULE������������������(YHQW�GULYHQ�� 5LVN�$UE �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ����� ����� ��� ��� ��(YHQW�GULYHQ�� 'LVW��6HF �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ���� ����� ��� ��� ��*OREDO ������ ����  ����� �� ��� ��� ������ ����  ����  ���� ���� ����� ��� ��� ���*OREDO�(VW� �����  ����  ����� ��� ��� �� �����  ����  ����  ���� ����  ����� ��� ��� ��*OREDO�,QWHUQ� �����  ����  ����� ��� ��� �� ����� ����  ����  ����  ����  ����� ��� ��� ��*OREDO�(PHUJLQJ ����� ����  ����� ��� ��� �� ����� ����  ����  ���� ���� ����� ��� ��� ��86�2SS� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$  1$ 1$ 1$ 1$ 1$ 1$0DFUR �����  ����  ����� ��� ��� �� ����� ����  ����  ���� ����  ����� ��� ��� ��0DUNHW�1HXWUDO �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ���� ����� ��� ��� ��/RQJ�2QO\�/HY� ����� ����  ����� �� ��� �� ����� ����  ����  ����� ���� ����� ��� ��� ��6HFWRU �����  ����  ����� ��� ��� �� �����  ����  ����  ���� ����  ����� ��� ��� ��6KRUW 6DOHV �����  �����  ����� ��� ��� �� �����  �����  �����  ���� �����  ����� ��� ��� ��1R�FDWHJRU\ ����� ����  ����� ��� ��� �� ����� ����  ����  ���� ����  ����� ��� ��� ��,QGLYLGXDO�)XQGV�7RWDO �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ����  ����� ��� ��� ��
)XQGV�RI�)XQGV1LFKH �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ����  ����� ��� ��� ��'LYHUVLILHG �����  ����  ����� ��� ��� �� ����� ����  ����  ����  ����  ����� ��� ��� ��2WKHU� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$  1$ 1$ 1$ 1$ 1$ 1$)XQGV�RI�)XQGV�7RWDO �����  ����  ����� ��� ��� �� ����� ����  ����  ����  ����  ����� ��� ��� ��
+HGJH�IXQGV�7RWDO �����  ����  ����� ��� ��� �� �����  ����  ����  ����  ����  ����� ��� ��� ��



��

7DEOH����FRQWLQXHG�
3DQHO�& ��7KH�FRPELQHG�PRGHO

,QGLYLGXDO�)XQGV $OSKD 0NW 60% +0/ 35�<5 :�[�86 :�*Y�%G (P��%G +LJK�<� 0RUWJ� &RPP� 5ð�DGM $OSKD�'LVWULE������������������(YHQW�GULYHQ�� 5LVN�$UE �����  ����  ����  ����  ���� ����� ���� ����  ����  ����� ���� ����� ��� ��� ��(YHQW�GULYHQ�� 'LVW��6HF �����  ����  ����  ���� ���� ���� ����� ����  ����  ���� ���� ����� ��� ��� ��*OREDO ������ ����  ���� ���� ���� ���� ����� ����  ���� ����� ����  ����� �� ��� ��*OREDO�(VW� �����  ����  ����  ���� ����  ���� ���� ����  ���� ����� ���� ����� ��� ��� ��*OREDO�,QWHUQ� �����  ����  ����  ���� ����  ����  �����  ���� ���� ���� ����  ����� ��� ��� ��*OREDO�(PHUJLQJ ����� ����  ����  ���� ���� ����  �����  ����  ���� ���� ����  ����� ��� ��� ��86�2SS� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$0DFUR ����� ����  ����  ���� ����  ���� �����  ���� ���� ����  ����� ����� ��� ��� ��0DUNHW�1HXWUDO �����  ����  ����  ����  ���� ���� ����� ����  ����  ���� ���� ����� ��� ��� ��/RQJ�2QO\�/HY� ������ ����  ����  ����� ���� ����� ���� ����  ���� ����  ���� ����� �� ��� ��6HFWRU �����  ����  ����  ���� ����  �����  ���� ���� ����� ����� ����  ����� ��� ��� ��6KRUW�6DOHV �����  �����  �����  ���� �����  ���� ����� ����� ����  ����� ���� ����� ��� ��� ��1R�FDWHJRU\ ����� ���� ����  ����� ����  ����  ���� ����  ����� ���� ���� ����� ��� ��� ��,QGLYLGXDO�)XQGV�7RWDO �����  ����  ����  ���� ����  ���� �����  ����  ���� ���� ����  ����� ��� ��� ��
)XQGV�RI�)XQGV1LFKH �����  ����  ����  ����  ����  ���� ����� ����  ���� ����� ���� ����� ��� ��� ��'LYHUVLILHG ����� ����  ����  ���� ����  ���� �����  ����  ���� ���� ���� ����� ��� ��� ��2WKHU� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$)XQGV�RI�)XQGV�7RWDO ����� ����  ����  ���� ����  ���� �����  ����  ���� ���� ���� ����� ��� ��� ��
+HGJH�IXQGV�7RWDO �����  ����  ����  ���� ����  ���� �����  ����  ���� ���� ����  ����� ��� ��� ��7KLV�7DEOH�SUHVHQWV�WKH�UHVXOWV�RI�WKH�HVWLPDWLRQ�RI�WKH�VLQJOH�LQGH[�PRGHO��3DQHO�$���RI�&DUKDUW¶V��������PRGHO� �3DQHO�%�� DQG�RI�RXU� FRPELQHG�PRGHO� �3DQHO�&�� IRU� WKH�����������������SHULRG��:H� UHSRUW� WKH�2/6� HVWLPDWRUV� IRU� HTXDOO\� ZHLJWKHG� SRUWIROLRV� SHU� LQYHVWPHQW� VWUDWHJ\�� SHU� W\SH� RI� IXQGV� DQG� IRU� DOO�IXQGV��7KH�ODVW�FROXPQ�JLYHV�WKH�GLVWULEXWLRQ�RI�LQGLYLGXDOO\�HVWLPDWHG�PRQWKO\�DOSKDV�IRU�DOO�IXQGV�ZLWK���� PRQWKO\� GDWD� RU� PRUH� LQ� D� VSHFLILF� LQYHVWPHQW� VW\OH�� 5HVXOWV� IRU� WKH� 86�2SSRUWXQLVWLFV� DQG�2WKHU�FDWHJRULHV�DUH�QRW�UHSRUWHG�DV� WKH\�KDYH��UHVSHFWLYHO\����DQG���OLYLQJ�IXQG�LQ�WKH�VHFRQG�VXE�SHULRG��:H�UHSRUW� WKH� SHUFHQWDJH� RI� VLJQLILFDQWO\� SRVLWLYH� DOSKDV� ����� VLJQLILFDQWO\� QHJDWLYH� DOSKDV� ���� DQG� DOSKDV�LQVLJQLILFDQWO\� GLIIHUHQW� IURP� ]HUR� ���� DW� WKH� ��� OHYHO�� W�VWDWV� DUH� KHWHURVNGDVWLFLW\� FRQVLVWHQW�� �6LJQLILFDQW� DW� WKH� ��� OHYHO�� � 6LJQLILFDQW� DW� WKH� ��� OHYHO� DQG� � 6LJQLILFDQW� DW� WKH� ���� OHYHO�



7DEOH�����3HUIRUPDQFH�RI�KHGJH�IXQGV�GXULQJ�WKH�EXOOLVK�DQG�EHDULVK�VXE�SHULRGV3DQHO�$ �����������������
,QGLYLGXDO�)XQGV $OSKD 0NW 60% +0/ 35�<5 :�[�86 :�*Y�%G (P��%G +LJK�<� 0RUWJ� &RPP� 5ð�DGM $OSKD�'LVWULE������������������5LVN�$UE �����  ����  ����  ���� �����  ����� ����� ����  ���� ����� ���� ����� ��� ��� ��'LVW��6HF �����  ����  ����  ����  �����  ����  �����  ����  ����  ����� ���� ����� ��� ��� ��*OREDO ������  ����  ���� ����� ���� ���� �����  ���� ����  �����  ����  ����� �� ��� ��*OREDO�(VW� �����  ����  ����  ����� ���� ���� ���� ����  ����� ����� ���� ����� ��� ��� ��*OREDO�,QWHUQ� �����  ����  ����  ���� ���� ����  �����  ���� ���� ���� ���� ����� ��� ��� ��*OREDO�(PHUJLQJ ����� ����  ���� ���� ����� ����  �����  ����  ���� ����� ����  ����� ��� ��� ��86�2SS� ����� ����� ����  ���� ����� ���� ����� ���� ���� ���� ����� ����� �� ��� ���0DFUR ����� ����  ����  ���� ����  ���� �����  ���� ����� ����  ����� ����� ��� ��� ��0DUNHW�1HXWUDO �����  ����  ����  ����  ���� ���� ����� ����  ����  ����� ����  ����� ��� ��� ��/RQJ�2QO\�/HY� ����� ����  ����  ����� ����� ����� ����� ����  ����� ����  ���� ����� �� ��� ��6HFWRU �����  ����  ����  ���� ����  ����� ���� ���� ����� ���� ����  ����� ��� ��� ��6KRUW�6DOHV �����  �����  �����  ���� ����� ����� ���� ����� ���� ����� ����� ����� ��� ��� ��1R�FDWHJRU\ ����� ����  ����  ����� ���� ����  ����� ����  ����� ���� ���� ����� ��� ��� ��,QG��)XQGV�7RWDO �����  ����  ����  ���� ���� ����  �����  ����  ���� ����� ����  ����� ��� ��� ��
)XQGV�RI�)XQGV1LFKH ����� ����  ����  ����  ���� ���� ����� ����  ���� ����� ���� ����� ��� ��� ��'LYHUVLILHG ����� ����  ����  ���� ����  ���� �����  ����  ���� ����� ���� ����� ��� ��� ��2WKHU ����� ����  ����  ���� ����� ����� ����� ���� ����  ����� ���� ����� ��� ��� ��)��RI�)XQGV�7RWDO ����� ����  ����  ���� ����  ���� �����  ����  ���� ����� ���� ����� ��� ��� ��
7RWDO �����  ����  ����  ���� ���� ���� �����  ����  ���� ����� ����  ����� ��� ��� ��



7DEOH����FRQWLQXHG�
3DQHO�% �����������������

,QGLYLGXDO�)XQGV $OSKD 0NW 60% +0/ 35�<5 :�[�86 :�*Y�%G (P��%G +LJK�<� 0RUWJ� &RPP� 5ð�DGM $OSKD�'LVWULE������������������5LVN�$UE ������ ����  ����  ����  ����� ����� ���� ����� ����  ���� ���� ����� �� ��� ��'LVW��6HF ������ ����  ����  ���� ���� ����� ���� ����  ����  ���� �����  ����� ��� ��� ��*OREDO ������ ���� ����  ���� ����� ����� ����  ���� ����� ����� ���� ����� �� ���� ��*OREDO�(VW� ������ ����  ����  ���� ���� ����� ���� ���� ����  ����  ����� ����� �� ��� ��*OREDO�,QWHUQ� ������ ���� ����  ���� ���� ����  ���� ����� ���� ���� ����� ����� �� ��� ��*OREDO�(PHUJLQJ ����� ����  ����  ���� ���� ����� ���� ����� ���� ���� ����� ����� ��� ��� ��86�2SS� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$0DFUR ������ ����  ����  ���� ���� ����� ���� ���� ���� ���� ����� ����� �� ��� ��0DUNHW�1HXWUDO �����  ���� ����  ���� ���� ���� ����� ���� ����  ����  ����� ����� ��� ��� ��/RQJ�2QO\�/HY� ������ ����  ����  ����� ����� �����  ���� ���� ���� ���� ���� ����� �� ��� ��6HFWRU ������ ����  ����  ����� ����  �����  ����  ���� ����� ����� ���� ����� �� ��� ��6KRUW�6DOHV ����� �����  �����  ����  �����  ����  �����  ����� ���� ���� ����  ����� �� ��� ��1R�FDWHJRU\ ������ ���� ���� ���� ����  ����� ���� ���� ���� ���� ����� ����� �� ���� ��,QG��)XQGV�7RWDO ����� ����  ����  ���� ���� �����  ���� ���� ����  ���� ����� ����� ��� ��� ��
)XQGV�RI�)XQGV1LFKH ������ ����  ����  ����  ����  �����  ���� ����� ����  ���� ���� ����� ��� ��� ��'LYHUVLILHG ������ ����  ����  ���� ����  ����� ����  ���� ����  ���� ���� ����� ��� ��� ��2WKHU�$� 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$ 1$)��RI�)XQGV�7RWDO ������ ����  ����  ���� ����  ����� ����  ���� ����  ���� ���� ����� ��� ��� ��
7RWDO ������ ����  ����  ���� ����  �����  ���� ���� ����  ���� ���� ����� ��� ��� ��

7KLV�7DEOH�SUHVHQWV� WKH� UHVXOWV�RI� WKH�HVWLPDWLRQ�RI�RXU�FRPELQHG�PRGHO� IRU� WKH������������������3DQHO�$��DQG�WKH������������������3DQHO�%��VXE�SHULRGV��:H�UHSRUW�WKH�2/6�HVWLPDWRUV�IRU�HTXDOO\�ZHLJWKHG�SRUWIROLRV�SHU� LQYHVWPHQW VWUDWHJ\�� SHU� W\SH� RI� IXQGV� DQG� IRU� DOO� IXQGV�� 7KH� ODVW� FROXPQ� JLYHV� WKH� GLVWULEXWLRQ� RI�LQGLYLGXDOO\� HVWLPDWHG�PRQWKO\� DOSKDV� IRU� DOO� IXQGV�ZLWK� ���PRQWKO\� GDWD� RU�PRUH� LQ� D� VSHFLILF� LQYHVWPHQW�VW\OH�� ,Q� 3DQHO� %�� UHVXOWV� IRU� WKH� 86� 2SSRUWXQLVWLFV� DQG� 2WKHU� FDWHJRULHV� DUH� QRW� UHSRUWHG� DV� WKH\� KDYH��UHVSHFWLYHO\����DQG���OLYLQJ�IXQG�LQ�WKH�VHFRQG�VXE�SHULRG��:H�UHSRUW�WKH�SHUFHQWDJH�RI�VLJQLILFDQWO\�SRVLWLYH�DOSKDV������VLJQLILFDQWO\�QHJDWLYH�DOSKDV�����DQG�DOSKDV�LQVLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR�����DW�WKH����OHYHO��W�VWDWV� DUH� KHWHURVNGDVWLFLW\� FRQVLVWHQW�� � 6LJQLILFDQW� DW� WKH� ��� OHYHO�� �6LJQLILFDQW� DW� WKH� ��� OHYHO� DQG� �6LJQLILFDQW�DW�WKH�����OHYHO�



��

7DEOH�����+HGJH�IXQGV�SHUVLVWHQFH�EDVHG�RQ����PRQWK�ODJJHG�UHWXUQV�
3RUWIROLR ([F��UHWXUQ 6W��GHY $OSKD 0NW 60% +0/ 35�<5 :�[�86 :�*Y�%G (P��%G +LJK�<� 0RUWJ� &RPP� 5ð�DGM
'�D � ����  � ���� � ���� � ���  � ���  �� ��� � ���  � ��� �� ���  � ���  � ��� � ��� � ���  � ����'�E � ����  � ���� � ���� � ���  � ���  � ��� � ���  � ��� �� ��� � ���  � ��� �� ��� � ��� � ����'�F � ����  � ���� � ����  � ���  � ���  �� ��� � ���  � ��� �� ��� � ���  � ��� � ��� � ��� � ����'� � ����  � ���� � ���� � ���  � ���  �� ��� � ���  � ��� �� ���  � ���  � ��� � ��� � ���  � ����'� � ����  � ���� � ����  � ���  � ���  � ��� � ���  �� ��� �� ��� � ��� � ��� �� ��� � ��� � ����'� � ����  � ���� � ����  � ���  � ���  � ���  � ���  � ��� �� ��� � ���  � ��� � ��� � ��� � ����'� � ����  � ���� � ����  � ���  � ���  � ���  � ���  � ��� �� ���  � ���  � ��� � ��� � ���  � ����'� � ����  � ���� � ����  � ���  � ���  � ���  � ���  � ��� �� ��� � ���  � ��� �� ��� � ��� � ����'� � ����  � ���� � ����  � ���  � ���  � ���  � ���  � ��� �� ���  � ���  � ���  � ��� � ��� � ����'� � ����  � ���� � ����  � ���  � ���  � ��� � ��� � ��� �� ���  � ���  � ��� � ��� � ���  � ����'� � ����  � ���� � ����  � ���  � ���  �� ��� �� ��� � ���  �� ���  � ���  � ��� � ��� � ���  � ����'� � ���� � ���� � ����  � ���  � ���  � ��� �� ���  � ���  �� ���  � ��� � ��� � ��� � ��� � ����'�� � ���� � ���� � ����  � ���  � ��� �� ��� �� ���  � ���  �� ��� � ��� � ��� �� ��� � ��� � ����'��D � ���� � ���� � ����  � ���  � ���  � ��� �� ���  � ���  �� ��� � ���  � ��� � ��� � ��� � ����'��E � ���� � ���� � ���� � ���  � ��� �� ��� �� ���  � ���  �� ���  � ��� � ��� �� ��� � ��� � ����'��& � ����  � ���� � ����  � ��� � ��� �� ��� �� ���  � ���  �� ���  �� ��� � ��� �� ��� � ��� � ����� ��� � VS UHDG � ���� � ���� �� ���� � ���  � ���  � ��� � ���  �� ��� � ��� � ��� � ��� � ��� � ��� � �����D ���F � VS UHDG � ���� � ���� �� ����  � ���  � ���  � ��� � ���  �� ��� �� ��� � ��� �� ��� � ��� � ��� � ����� �� � VS UHDG � ���� � ���� � ���� � ��� � ���  �� ��� � ���  � ���  �� ���  � ���  � ��� � ��� � ��� � ����� ��� � VS UHDG �� ���� � ���� �� ���� �� ��� � ��� � ��� � ���  �� ��� � ��� � ��� �� ��� � ��� �� ��� � ����
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	Hedge fund performance and persistence in bull and bear markets
	Table 3 : Correlation among hedge funds, between hedge funds and passive investment strategies, and among passive investment strategies
	Table 3 (continued)

	This Table reports the ranges of correlation coefficient among hedge funds strategies (Panel A), between hedge funds strategies and passive investment strategies (Panel B) and among passive investment strategies (Panel C). For each pair of strategies (in line and in column), the upper rectangle of the cell represents the range of correlation coefficient for the whole period (01:1994-12:2002); the bottom left square represents the range of correlation coefficient for the most bullish sub-period (09:1998-03:2000); and the bottom right square represents the range of correlation coefficient for the most bearish sub-period (04:2000-12:2002). Color codes for correlations are: >75% in black (), between 50 and 75% in dark grey (), between 25 and 50% in medium-dark grey (), between 0 and 25% in medium grey (), between -25 and 0% in light grey () and <-25% in white (). ERA = Event Driven – Risk Arbitrage, EDS = Event Driven – Distressed Securities, GLB = Global, GES = Global Established, GIN = Globla International, GEM = Global Emerging, MAC = Macro, MKN = Market Neutral, LOL = Long only Leveraged, SEC = Sectors, SHS = Short Selling, OPP, NOC = no Category, NIC = Niche, DIV = Diversified, MKT = Market Proxy, WXU = World excluding US, MOM = Momentum, SWG = Salomon World Government Bond Index, EMB = JP Morgan Emerging Market Bond Index, MOR = Lehman Mortgage Index, HIY = Lehman High Yield Index and GSC = Goldman Sachs Commodity Index. The US Opportunistics and Other strategies were not included as they do not encompass the whole period.
	 Table 4 : Survivorship bias in hedge funds
	Table 5 : Estimation of instant return history bias

	Table 6 : Performance measurement using the CAPM, Carhart’s 4-factor model and the combined model
	Table 6 (continued)
	This Table presents the results of the estimation of the single index model (Panel A), of Carhart’s (1997) model (Panel B) and of our combined model (Panel C) for the 01:1994-12:2002 period. We report the OLS estimators for equally weigthed portfolios per investment strategy, per type of funds and for all funds. The last column gives the distribution of individually estimated monthly alphas for all funds with 24 monthly data or more in a specific investment style. Results for the US Opportunistics and Other categories are not reported as they have, respectively, 0 and 1 living fund in the second sub-period. We report the percentage of significantly positive alphas (+), significantly negative alphas (-) and alphas insignificantly different from zero (0) at the 5% level. t-stats are heteroskdasticity consistent. *** Significant at the 1% level, ** Significant at the 5% level and * Significant at the 10% level.
	Table 7 : Performance of hedge funds during the bullish and bearish sub-periods
	Table 7 (continued)
	This Table presents the results of the estimation of our combined model for the 01:1994-03:2000 (Panel A) and the 04:2000-12:2002 (Panel B) sub-periods. We report the OLS estimators for equally weigthed portfolios per investment strategy, per type of funds and for all funds. The last column gives the distribution of individually estimated monthly alphas for all funds with 24 monthly data or more in a specific investment style. In Panel B, results for the US Opportunistics and Other categories are not reported as they have, respectively, 0 and 1 living fund in the second sub-period. We report the percentage of significantly positive alphas (+), significantly negative alphas (-) and alphas insignificantly different from zero (0) at the 5% level. t-stats are heteroskdasticity consistent. *** Significant at the 1% level, ** Significant at the 5% level and * Significant at the 10% level.
	Table 8 : Hedge funds persistence based on 12 month lagged returns
	This Table reports the result of the estimation of our combined model for the 01:1994-12:2002 period. Each year, all funds are ranked based on their previous year's return. Portfolios are equally weighted and weights are readjusted whenever a fund disappears. Funds with the highest previous year's return go into portfolio D1 and funds with the lowest go into portfolio D10. Monthly Exc Return is the Monthly Excess Return of the portfolio, Std. Dev. is the Standard Deviation of the Monthly Excess Return.. All numbers in the Table are monthly percentage. *** Significant at the 1% level  ** Significant at the 5% level * Significant at the 10% level.
	Table 9 : Hedge funds persistence during the bullish and bearish sub-periods
	Table 9 (continued)
	This Table reports the result of the estimation of our combined model for the 01:1994-03:2000 (Panel A) and the 04:2000-12:2002 (Panel B) sub-periods. Each year, all funds are ranked based on their previous year's return. Portfolios are equally weighted and weights are readjusted whenever a fund disappears. Funds with the highest previous year's return go into portfolio D1 and funds with the lowest go into portfolio D10. Monthly Exc Return is the Monthly Excess Return of the portfolio, Std. Dev. is the Standard Deviation of the Monthly Excess Return.. All numbers in the Table are monthly percentage. *** Significant at the 1% level  ** Significant at the 5% level * Significant at the 10% level.
	Table 10 : Hedge funds persistence for the Market Neutral strategy
	Table 10 (continued)
	Table 10 (continued)
	This Table reports the result of the estimation of our combined model for the Market Neutral strategy 01:1994-03:2002 (Panel A) period, and the 01:1994-03:2000 (Panel B) and 04:2000-12:2002 (Panel C) sub-periods. Each year, all funds are ranked based on their previous year's return. Portfolios are equally weighted and weights are readjusted whenever a fund disappears. Funds with the highest previous year's return go into portfolio D1 and funds with the lowest go into portfolio D10. Monthly Exc Return is the Monthly Excess Return of the portfolio, Std. Dev. is the Standard Deviation of the Monthly Excess Return.. All numbers in the Table are monthly percentage. *** Significant at the 1% level  ** Significant at the 5% level * Significant at the 10% level.

