
1%(5�:25.,1*�3$3(5�6(5,(6

0878$/�)81'�3(5)250$1&(�$1'�7+(�,1&(17,9(�72�*(1(5$7(�$/3+$

'LDQH�'HO�*XHUFLR
-RQDWKDQ�5HXWHU

:RUNLQJ�3DSHU������
KWWS���ZZZ�QEHU�RUJ�SDSHUV�Z�����

1$7,21$/�%85($8�2)�(&2120,&�5(6($5&+
�����0DVVDFKXVHWWV�$YHQXH
&DPEULGJH��0$������

2FWREHU�����

7KLV�SDSHU�ZDV�SUHYLRXVO\�WLWOHG��0XWXDO�)XQG�3HUIRUPDQFH�DQG�WKH�,QFHQWLYH�WR�,QYHVW�LQ�$FWLYH�0DQDJHPHQW��
:H�ZRXOG�OLNH�WR�WKDQN�DQ�DQRQ\PRXV�UHIHUHH��DQ�DQRQ\PRXV�DVVRFLDWH�HGLWRU��-RKQ�&DPSEHOO��/DUU\
'DQQ��5RELQ�*UHHQZRRG��5R�*XWLHUUH]��&DPSEHOO�+DUYH\��HGLWRU���(GLH�+RWFKNLVV��$EKLURRS�0XNKHUMHH�
-HII�3RQWLII��$QWRLQHWWH�6FKRDU��3KLO�6WUDKDQ��/DXUHQV�6ZLQNHOV��3DXOD�7NDF��+DL�7UDQ��3HWHU�7XIDQR�
(ULF�=LW]HZLW]��DQG�VHPLQDU�SDUWLFL�SDQWV�DW�+DUYDUG�8QLYHUVLW\��WKH������1%(5�6XPPHU�,QVWLWXWH
+RXVHKROG�)LQDQFH�:RUNVKRS��WKH������%RVWRQ�&ROOHJH�&HQWHU�IRU�$VVHW�0DQDJHPHQW�&RQIHUHQFH
RQ�)LQDQFLDO�0DUNHWV��DQG�WKH������+.867�6\PSRVLXP�RQ�+RXVHKROG�)LQDQFH�IRU�KHOSIXO�FRPPHQWV�
�'HO�*XHUFLR�ZRXOG�OLNH�WR�DFNQRZOHGJH�VXSSRUW�IURP�WKH�)LQDQFH�DQG�6HFXULWLHV�$QDO\VLV�&HQWHU
DW�WKH�8QLYHUVLW\�RI�2UHJRQ���:H�WKDQN�/DXUHQ�%HDXGHWWH�DQG�+DL�7UDQ�IRU�SURYLGLQJ�H[FHOOHQW�UHVHDUFK
DVVLVWDQFH�DQG�'HE�:HWKHUEHH�DW�)LQDQFLDO�5HVHDUFK�&RUSRUDWLRQ�IRU�JHQHURXVO\�SURYLGLQJ�GDWD�RQ
PXWXDO�IXQG�GLVWULEXWLRQ�FKDQQHOV��7KH�YLHZV�H[SUHVVHG�KHUHLQ�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�GR�QRW
QHFHVVDULO\�UHIOHFW�WKH�YLHZV�RI�WKH�1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

1%(5�ZRUNLQJ�SDSHUV�DUH�FLUFXODWHG�IRU�GLVFXVVLRQ�DQG�FRPPHQW�SXUSRVHV��7KH\�KDYH�QRW�EHHQ�SHHU�
UHYLHZHG�RU�EHHQ�VXEMHFW�WR�WKH�UHYLHZ�E\�WKH�1%(5�%RDUG�RI�'LUHFWRUV�WKDW�DFFRPSDQLHV�RIILFLDO
1%(5�SXEOLFDWLRQV�

�������E\�'LDQH�'HO�*XHUFLR�DQG�-RQDWKDQ�5HXWHU��$OO�ULJKWV�UHVHUYHG��6KRUW�VHFWLRQV�RI�WH[W��QRW
WR�H[FHHG�WZR�SDUDJUDSKV��PD\�EH�TXRWHG�ZLWKRXW�H[SOLFLW�SHUPLVVLRQ�SURYLGHG�WKDW�IXOO�FUHGLW��LQFOXGLQJ
��QRWLFH��LV�JLYHQ�WR�WKH�VRXUFH�



0XWXDO�)XQG�3HUIRUPDQFH�DQG�WKH�,QFHQWLYH�WR�*HQHUDWH�$OSKD
'LDQH�'HO�*XHUFLR�DQG�-RQDWKDQ�5HXWHU
1%(5�:RUNLQJ�3DSHU�1R�������
2FWREHU�������5HYLVHG�-XO\�����
-(/�1R��*���*��

ABSTRACT

)LQDQFLDO�HFRQRPLVWV�KDYH�ORQJ�EHHQ�SX]]OHG�E\�LQYHVWRU�GHPDQG�IRU�DFWLYHO\�PDQDJHG�IXQGV�WKDW
JHQHUDWH��RQ�DYHUDJH��QHJDWLYH�DIWHU�IHH��ULVN�DGMXVWHG�UHWXUQV��7R�VKHG�QHZ�OLJKW�RQ�WKLV�SX]]OH��ZH
H[SORLW�WKH�IDFW�WKDW�IXQGV�LQ�GLIIHUHQW�PDUNHW�VHJPHQWV�FRPSHWH�IRU�GLIIHUHQW�W\SHV�RI�UHWDLO�LQYHVWRUV�
:LWKLQ�WKH�VHJPHQW�RI�IXQGV�PDUNHWHG�GLUHFWO\�WR�UHWDLO�LQYHVWRUV��ZH�ILQG�WKDW�IORZV�FKDVH�ULVN�DGMXVWHG
UHWXUQV��DQG�WKDW�IXQGV�UHVSRQG�E\�LQYHVWLQJ�PRUH�LQ�DFWLYH�PDQDJHPHQW���,PSRUWDQWO\��ZLWKLQ�WKLV
GLUHFW�VROG�VHJPHQW��ZH�ILQG�OLWWOH�HYLGHQFH�WKDW�DFWLYHO\�PDQDJHG�IXQGV�XQGHUSHUIRUP�LQGH[�IXQGV�
,Q�FRQWUDVW��ZLWKLQ�WKH�VHJPHQW�RI�IXQGV�VROG�WKURXJK�EURNHUV��ZKLFK�ZH�GHPRQVWUDWH�IDFH�D�ZHDNHU
LQFHQWLYH�WR�JHQHUDWH�DOSKD��ZH�ILQG�WKDW�DFWLYHO\�PDQDJHG�IXQGV�VLJQLILFDQWO\�XQGHUSHUIRUP�LQGH[
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� 7KH� W\SLFDO�DFWLYHO\�PDQDJHG�8�6��HTXLW\�IXQG�HDUQV�D�QHJDWLYH�DIWHU�IHH�DOSKD��*UXEHU�

��������)UHQFK���������)DPD�DQG�)UHQFK���������DQG�RWKHUV����7KLV�ZHOO�GRFXPHQWHG�XQGHUSHU�

IRUPDQFH�JLYHV�ULVH�WR�WZR�LPSRUWDQW�DQG�UHODWHG�TXHVWLRQV���:K\�GR�DFWLYHO\�PDQDJHG�IXQGV�XQ�

GHUSHUIRUP"��$QG��JLYHQ�WKLV�XQGHUSHUIRUPDQFH��ZK\�DUH�WKH�YDVW�PDMRULW\�RI�PXWXDO�IXQG�DVVHWV�

VWLOO�LQYHVWHG�LQ�DFWLYHO\�PDQDJHG�IXQGV"��7KH�ZLGHO\�DFFHSWHG�DQVZHU�WR�WKH�ILUVW�TXHVWLRQ�LV�WKDW�

HIILFLHQW�8�6��HTXLW\�PDUNHWV�PDNH�LW�GLIILFXOW�IRU�8�6��PXWXDO�IXQG�PDQDJHUV�WR�DGG�YDOXH�QHW�RI�

IHHV���7KH�DQVZHU�WR�WKH�VHFRQG�TXHVWLRQ�KDV�EHHQ�GHEDWHG�VLQFH�*UXEHU��������ILUVW�KLJKOLJKWHG�

WKLV�SX]]OH�LQ�KLV�$)$�SUHVLGHQWLDO�DGGUHVV�DQG�VXJJHVWHG�WKDW�LW�PLJKW�EH�GULYHQ�E\�µGLVDGYDQ�

WDJHG¶�LQYHVWRUV�ZKR�DUH�HLWKHU�LJQRUDQW�RI�WKH�XQGHUSHUIRUPDQFH�RU�EHKDYLQJ�LUUDWLRQDOO\��

� 5DWLRQDOL]LQJ�UHWDLO�LQYHVWRU�GHPDQG�IRU�DFWLYH�PDQDJHPHQW�LV�DQ�DUHD�RI�DFWLYH�UHVHDUFK���

0RVW� UHFHQW� SDSHUV� WDNH� WKH�DSSURDFK� WKDW� WUDGLWLRQDO� WHVWV� IRU�SRVLWLYH� DIWHU�IHH� DOSKDV� DUH� WKH�

ZURQJ�EHQFKPDUN�IRU�DFWLYHO\�PDQDJHG�IXQGV����*ORGH��������DQG�6DYRY��������DUJXH�WKDW�LW�LV�

UDWLRQDO� IRU� LQYHVWRUV� WR� DFFHSW� QHJDWLYH� DYHUDJH� DOSKDV� LI� DFWLYH� IXQGV� RXWSHUIRUP� LQ� SHULRGV�

ZKHQ�PDUJLQDO�XWLOLW\�LV�KLJK���+RZHYHU��GH�6RX]D�DQG�/\QFK��������ILQG�OLWWOH�HYLGHQFH�WKDW�PX�

WXDO�IXQG�UHWXUQV�DUH�FRXQWHUF\FOLFDO���%HUN�DQG�YDQ�%LQVEHUJHQ��������DUJXH�WKDW�DFWLYHO\�PDQ�

DJHG�IXQGV�VKRXOG�EH�EHQFKPDUNHG�DJDLQVW�WKH�VHW�RI�LQYHVWDEOH�LQGH[�PXWXDO�IXQGV�DYDLODEOH�WR�

UHWDLO�LQYHVWRUV�LQVWHDG�RI�DJDLQVW�DQ�DIWHU�IHH�DOSKD�RI�]HUR���7KHLU�DUJXPHQW�LV�VWUHQJWKHQHG�E\�

ILQGLQJV�LQ�(OWRQ��*UXEHU��'DV��DQG�+ODYND��������DQG�&UHPHUV��3HWDMLVWR��DQG�=LW]HZLW]��������

WKDW�IDFWRU�PRGHOV�FDQ�JHQHUDWH�VLJQLILFDQW�QRQ�]HUR�DOSKDV�ZKHQ�DSSOLHG�WR�SXUHO\�SDVVLYH�LQGL�

FHV���1HYHUWKHOHVV��%HUN�DQG�YDQ�%LQVEHUJHQ��������ILQG�WKDW�WKH�DYHUDJH�DFWLYHO\�PDQDJHG�IXQG�

XQGHUSHUIRUPV��OHDGLQJ�WKHP�WR�WKH�IDPLOLDU�FRQFOXVLRQ�WKDW�DW�OHDVW�VRPH�UHWDLO�LQYHVWRUV�DUH�EH�

                                                           
��7KHUH�DUH�DOVR�WZR�H[SODQDWLRQV�EDVHG�RQ�LQYHVWRU�OHDUQLQJ���%DNV��0HWULFN��DQG�:DWFKHU��������VKRZ�LQ�D�%D\HVL�
DQ�IUDPHZRUN�WKDW�HYHQ�LQYHVWRUV�WKDW�KDYH�VNHSWLFDO�SULRUV�RYHU�WKH�H[LVWHQFH�RI�PDQDJHU�VNLOO�ZLOO�RSWLPDOO\�LQYHVW�
LQ�DFWLYHO\�PDQDJHG�IXQGV�LI�WKH�PD[LPXP�SRVWHULRU�DIWHU�IHH�DOSKD�LV�SRVLWLYH���3DVWRU�DQG�6WDPEDXJK��������VKRZ�
WKDW� LQYHVWPHQW� LQ�DFWLYH� IXQGV� LV� UDWLRQDO�ZKHQ� LQYHVWRUV� VLPXOWDQHRXVO\� OHDUQ�DERXW�PDQDJHU� VNLOO� DQG�DERXW� WKH�
H[WHQW�WR�ZKLFK�GHFUHDVLQJ�UHWXUQV�WR�VFDOH�DIIHFWV�WKH�SHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV��
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KDYLQJ�LUUDWLRQDOO\���1RWDEO\��HDFK�RI�WKHVH�SDSHUV�LPSOLFLWO\�DVVXPHV�WKDW�UHWDLO�LQYHVWRU�SUHIHU�

HQFHV�DUH�KRPRJHQHRXV��

� ,Q� WKLV� SDSHU��ZH�SURSRVH� DQG� WHVW� D� GLIIHUHQW� H[SODQDWLRQ� IRU� WKH� XQGHUSHUIRUPDQFH� RI�

DFWLYHO\�PDQDJHG�IXQGV��RQH�EDVHG�RQ�KHWHURJHQHLW\� LQ� LQYHVWRU�SUHIHUHQFHV�� �0RWLYDWHG�E\�WKH�

UHFHQW� ILQGLQJV� LQ� %HUJVWUHVVHU�� &KDOPHUV�� DQG� 7XIDQR� ������� DQG� &KULVWRIIHUVHQ�� (YDQV�� DQG�

0XVWR���������ZH�K\SRWKHVL]H� WKDW� UHWDLO�PXWXDO� IXQGV�VROG� WKURXJK� LQWHUPHGLDULHV��RU�EURNHUV��

IDFH�D�ZHDNHU�LQFHQWLYH�WR�JHQHUDWH�DOSKD�WKDQ�PXWXDO�IXQGV�VROG�GLUHFWO\�WR�UHWDLO�LQYHVWRUV��DQG�

WKDW� WKLV� GLVLQFHQWLYH� KHOSV� WR� H[SODLQ� WKH� XQGHUSHUIRUPDQFH� RI� WKH� DYHUDJH� DFWLYHO\�PDQDJHG�

IXQG�� �2XU�H[SODQDWLRQ�UHVWV�RQ�WKH�SUHPLVH�WKDW�PXWXDO�IXQG�IDPLOLHV�ZLOO�H[SHQG�UHVRXUFHV�WR�

JHQHUDWH�DOSKD�RQO\�WR�WKH�H[WHQW�WKDW�WKH\�H[SHFW�WKH�LQYHVWPHQWV�WR�LQFUHDVH�LQYHVWRU�IORZV���7KH�

ORZHU�WKH�H[SHFWHG�EHQHILW�DVVRFLDWHG�ZLWK�LQYHVWLQJ�LQ�DFWLYH�PDQDJHPHQW²EHFDXVH��IRU�H[DP�

SOH��LQYHVWRU�IORZV�DUH�OHVV�UHVSRQVLYH�WR�DOSKD²WKH�ZHDNHU�WKH�LQFHQWLYH�WR�GR�VR����

(YLGHQFH�RQ�WKH�SULFLQJ�DQG�SURGXFW�FKDUDFWHULVWLFV�RI�PXWXDO�IXQGV�VROG�WKURXJK�EURNHUV�

YHUVXV�WKRVH�VROG�GLUHFWO\�WR�LQYHVWRUV�VXSSRUWV�RXU�K\SRWKHVLV�WKDW�WKH\�VHUYH�LQYHVWRU�FOLHQWHOHV�

ZLWK�GLVWLQFW�SUHIHUHQFHV���5HWDLO�IXQGV�VROG�GLUHFWO\�WR�LQYHVWRUV�RIIHU�XQEXQGOHG�DFFHVV�WR�SRUW�

IROLR�PDQDJHPHQW�� �7KHLU�LQYHVWRUV�QHLWKHU�UHFHLYH��QRU�SD\�H[WUD�IHHV�IRU��DGYLFH�� � ,Q�FRQWUDVW��

UHWDLO� IXQGV� VROG� WKURXJK� EURNHUV� EXQGOH� SRUWIROLR� PDQDJHPHQW� ZLWK� ILQDQFLDO� DGYLFH�� � 'HO�

*XHUFLR��5HXWHU��DQG�7NDF��������VKRZ�WKDW�IXQG�IDPLOLHV�WHQG�WR�VHOO�WKHLU�IXQGV�HLWKHU�GLUHFWO\�

WR�LQYHVWRUV�RU�WKURXJK�EURNHUV��EXW�UDUHO\�GR�ERWK��VXJJHVWLQJ�D�VHJPHQWHG�PDUNHW�ZKHUH�WKH�QD�

WXUH�RI�FRPSHWLWLRQ�GLIIHUV�DFURVV� WKH� WZR�VHJPHQWV�� �%HFDXVH� H[SHULHQFHG�DQG�NQRZOHGJHDEOH�

LQYHVWRUV�DUH�OLNHO\�WR�VHOI�VHOHFW�LQWR�GLUHFW�VROG�IXQGV��IORZV�LQ�WKLV�VHJPHQW�DUH�PRUH�OLNHO\�WR�

UHVSRQG�WR�ULVN�DGMXVWHG�UHWXUQV��JLYLQJ�GLUHFW�VROG�IDPLOLHV�D�VWURQJ�LQFHQWLYH�WR�JHQHUDWH�DOSKD���

,Q� FRQWUDVW�� WKH� ILQGLQJV� LQ�&KULVWRIIHUVHQ��(YDQV�� DQG�0XVWR� �������DQG�&KDOPHUV� DQG�5HXWHU�
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�������VXJJHVW� WKDW�FRPSHWLWLRQ� LQ� WKH�EURNHU�VROG�VHJPHQW� LV� OLNHO\� WR� IRFXV�RQ�FKDUDFWHULVWLFV�

RWKHU�WKDQ�DOSKD��VXFK�DV�WKH�OHYHO�RI�EURNHU�FRPSHQVDWLRQ���7KH�ZHDNHU�WKH�VHQVLWLYLW\�RI�LQYHV�

WRU�IORZV�WR�DOSKD��WKH�ZHDNHU�WKH�LQFHQWLYH�WR�JHQHUDWH�DOSKD���,QGHHG��ZH�ILQG�VWURQJ�HYLGHQFH�

WKDW� WKH�XQGHUSHUIRUPDQFH�RI� WKH�DYHUDJH�DFWLYHO\�PDQDJHG�IXQG�FDQ�EH�H[SODLQHG�E\�YDULDWLRQ�

DFURVV�PDUNHW�VHJPHQWV�LQ�WKH�LQFHQWLYH�WKDW�IXQGV�IDFH�WR�JHQHUDWH�DOSKD���

� :H�XVH�GDWD�IURP�)LQDQFLDO�5HVHDUFK�&RUSRUDWLRQ��)5&��WR�GLVWLQJXLVK�GLUHFW�VROG�UHWDLO�

PXWXDO� IXQGV� IURP�EURNHU�VROG� UHWDLO�PXWXDO� IXQGV�� �:H�EHJLQ�RXU�DQDO\VLV�E\� WHVWLQJ�ZKHWKHU�

IORZV�LQ�WKH�GLUHFW�VROG�VHJPHQW�DUH�PRUH�VHQVLWLYH�WR�ULVN�DGMXVWHG�UHWXUQV�WKDQ�IORZV�LQ�WKH�EUR�

NHU�VROG�VHJPHQW���:KHQ�ZH�HVWLPDWH�UHJUHVVLRQV�RQ�WKH�SRROHG�VDPSOH�RI�UHWDLO�IXQGV��ZH�ILQG�

WKH�VWDQGDUG�UHVXOW�WKDW�PRQWKO\�IORZV�UHVSRQG�WR�ERWK�UDZ�DQG�ULVN�DGMXVWHG�SHUIRUPDQFH��H�J���

*UXEHU���������6LUUL�DQG�7XIDQR���������DQG�'HO�*XHUFLR�DQG�7NDF�����������+RZHYHU��ZKHQ�ZH�

DOORZ�IORZ�SHUIRUPDQFH�VHQVLWLYLWLHV�WR�YDU\�DFURVV�VHJPHQWV��ZH�ILQG�WKDW�RQO\�VHOI�GLUHFWHG�LQ�

YHVWRUV�FKDVH�DOSKD�� �:H�ILQG�QR�VLJQLILFDQW� UHODWLRQ�EHWZHHQ�IORZV� LQWR�EURNHU�VROG� IXQGV�DQG�

WKHLU�DOSKDV��EXW�ILQG�LQVWHDG�D�VWURQJ�UHODWLRQ�EHWZHHQ�IORZV�DQG�UDZ�UHWXUQV���7KXV��GLUHFW�VROG�

IXQGV� IDFH� D� VWURQJHU� IORZ�LQGXFHG� LQFHQWLYH� WR� JHQHUDWH� DOSKD� WKDQ� EURNHU�VROG� IXQGV�� EXW� D�

ZHDNHU�LQFHQWLYH�WR�FRPSHWH�IRU�LQYHVWRUV�E\�LQFUHDVLQJ�EHWD��

� 6LQFH�ZH�FDQQRW�REVHUYH�WKH�DFWXDO�GROODUV�WKDW�IXQGV�LQYHVW�LQ�JHQHUDWLQJ�DOSKD��ZH�WHVW�

IRU�GLIIHUHQFHV�DFURVV�GLUHFW�VROG�DQG�EURNHU�VROG� IXQGV� LQ�PHDVXUHV�DVVRFLDWHG�ZLWK�VXFFHVVIXO�

DFWLYH�PDQDJHPHQW���:H�XVH�WKH�UHWXUQ�JDS�PHDVXUH�RI�.DFSHUF]\N��6LDOP��DQG�=KHQJ��������WR�

VKRZ�WKDW�GLUHFW�VROG� IXQGV�FUHDWH�VLJQLILFDQWO\�PRUH�YDOXH�WKURXJK�WKHLU�³XQREVHUYHG�DFWLRQV�´�

DQG�WKH�DFWLYH�VKDUH�PHDVXUH�RI�&UHPHUV�DQG�3HWDMLVWR��������WR�VKRZ�WKDW�GLUHFW�VROG�IXQGV�DUH�

VLJQLILFDQWO\�OHVV�OLNHO\�WR�EH�FORVHW�LQGH[HUV���:H�DOVR�ILQG�WKDW�GLUHFW�VROG�IXQGV�KDYH�ORZHU�HV�

WLPDWHG�EHWDV�WKDQ�FRPSDUDEOH�EURNHU�VROG�IXQGV�� �&RQVLVWHQW�ZLWK�%HUJVWUHVVHU��&KDOPHUV��DQG�
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7XIDQR���������ZH�ILQG�WKDW�GLUHFW�VROG�IXQGV�KDYH�VLJQLILFDQWO\�KLJKHU�DOSKDV�WKDQ�EURNHU�VROG�

IXQGV��RQ�WKH�RUGHU�RI�����EDVLV�SRLQWV�SHU�\HDU���%HFDXVH�WKH�SULFLQJ�RI�VPDOO�FDS�HTXLW\�PD\�EH�

OHVV�HIILFLHQW�WKDQ�WKH�SULFLQJ�RI�ODUJH�FDS�HTXLW\��ZH�WHVW�IRU�DQG�ILQG�WKDW�WKH�GLIIHUHQFHV�LQ�DO�

SKD��UHWXUQ�JDS��DQG�EHWD�DUH�HYHQ�ODUJHU�ZKHQ�ZH�IRFXV�RQ�IXQGV�LQYHVWHG�LQ�VPDOO�FDS�HTXLW\����

7R� VWUHQJWKHQ� WKH� HYLGHQFH� WKDW� GLUHFW�VROG� IDPLOLHV� UHVSRQG� WR� WKH� LQFHQWLYHV� GHULYHG�

IURP�WKHLU�SHUIRUPDQFH�VHQVLWLYH�FOLHQWHOH��ZH�XVH�D�YDULHW\�RI�GDWD�VRXUFHV�WR�WHVW�IRU�EHKDYLRUV�

VKRZQ�LQ�WKH�OLWHUDWXUH�WR�KDYH�D�UREXVW�SRVLWLYH�LPSDFW�RQ�DOSKD���)RU�H[DPSOH��ZH�ILQG�WKDW�IDP�

LOLHV�ZLWK�GLUHFW�VROG�IXQGV�DUH�VLJQLILFDQWO\�PRUH�OLNHO\�WR�VSHFLDOL]H�LQ�D�QDUURZHU�UDQJH�RI�LQ�

YHVWPHQW�VW\OHV��OHVV�OLNHO\�WR�RXWVRXUFH�SRUWIROLR�PDQDJHPHQW�WR�VXEDGYLVRUV��DQG�PRUH�OLNHO\�WR�

KLUH�SRUWIROLR�PDQDJHUV� IURP�XQGHUJUDGXDWH� LQVWLWXWLRQV�ZLWK�KLJKHU�DYHUDJH�PDWK�6$7�VFRUHV��

WKDQ�IDPLOLHV�ZLWK�EURNHU�VROG�IXQGV����&ROOHFWLYHO\��WKHVH�ILQGLQJV�VXJJHVW�WKDW�GLUHFW�VROG�IDPL�

OLHV�PDNH� RSHUDWLRQDO� GHFLVLRQV� LQWHQGHG� WR� KHOS� WKHP� JHQHUDWH� WKH� ULVN�DGMXVWHG� SHUIRUPDQFH�

WKDW�WKHLU�WDUJHW�FOLHQWHOH�GHPDQGV��

� )LQDOO\��ZH�UHYLVLW� WKH�UHODWLYH�SHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�DQG�LQGH[�IXQGV���

&RQVLVWHQW�ZLWK�WKH�OLWHUDWXUH��LQ�SRROHG�UHJUHVVLRQV�RI�DOO�UHWDLO�IXQGV�ZH�ILQG�WKDW�DFWLYHO\�PDQ�

DJHG�IXQGV�XQGHUSHUIRUP�LQGH[�IXQGV�E\����EDVLV�SRLQWV�SHU�\HDU��ZKLFK�LV�HVVHQWLDOO\�WKH�GLIIHU�

HQFH�LQ�H[SHQVH�UDWLRV���+RZHYHU��RXU�ILQGLQJV�DUH�PDUNHGO\�GLIIHUHQW�ZKHQ�ZH�FRPSDUH�WKH�SHU�

IRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�DQG�LQGH[�IXQGV�DYDLODEOH�LQ�WKH�VDPH�PDUNHW�VHJPHQW��DQG�

KHQFH�WDUJHWHG�DW�WKH�VDPH�W\SH�RI�UHWDLO�LQYHVWRU�� �:LWKLQ�WKH�GLUHFW�VROG�VHJPHQW��ZH�ILQG�WKDW�

WKH�DIWHU�IHH�DOSKDV�RI�DFWLYHO\�PDQDJHG�IXQGV�DUH�HFRQRPLFDOO\�DQG�VWDWLVWLFDOO\�LQGLVWLQJXLVKD�

EOH� IURP� WKRVH� RI� LQGH[� IXQGV²WKH� HOXVLYH� HTXLOLEULXP� FRQGLWLRQ� LQ� *URVVPDQ� DQG� 6WLJOLW]�

�������DQG�%HUN�DQG�*UHHQ��������� � ,Q�FRQWUDVW��ZLWKLQ�WKH�EURNHU�VROG�VHJPHQW��DFWLYHO\�PDQ�

DJHG�IXQGV�XQGHUSHUIRUP�LQGH[�IXQGV�EHWZHHQ�����DQG�����EDVLV�SRLQWV�SHU�\HDU���7KHVH�GLIIHU�
                                                           
� :H�GHVFULEH�WKH�OLWHUDWXUH�WKDW�PRWLYDWHV�WKHVH�WHVWV�LQ�VHFWLRQV�,,,�%��&��DQG�'� 



� � 

HQFHV�DUH�UREXVW�WR�WKH�LQFOXVLRQ�RI�IXQG�OHYHO�FRQWUROV��DQG�WR�VDPSOH�UHVWULFWLRQV�EDVHG�RQ�IXQG�

DJH� DQG� WLFNHU� VKRZQ� WR� HOLPLQDWH� LQFXEDWLRQ� ELDV� �(YDQV� ���������7KXV�� WKH�ZHOO�GRFXPHQWHG�

XQGHUSHUIRUPDQFH�RI�WKH�DYHUDJH�DFWLYHO\�PDQDJHG�IXQG�LV�GULYHQ�E\�WKH�ODUJH�QXPEHU�RI�XQGHU�

SHUIRUPLQJ�EURNHU�VROG�IXQGV��� 

� 2XU�ILQGLQJV�SURYLGH�QHZ�DQVZHUV�WR�WKH�WZR�UHVHDUFK�TXHVWLRQV�UDLVHG�DERYH���:LWKLQ�WKH�

GLUHFW�VROG� VHJPHQW��ZKHUH� WKH� QDWXUH� RI� FRPSHWLWLRQ� EHWWHU�PDWFKHV�%HUN� DQG�*UHHQ¶V� �������

PRGHO��ZH�ILQG�VWURQJ�VXSSRUW�IRU�WKHLU�SUHGLFWLRQ�WKDW�DFWLYHO\�PDQDJHG�IXQGV�HDUQ�WKH�VDPH�H[�

SHFWHG� DIWHU�IHH� DOSKDV� DV� LQGH[� IXQGV�� � 7KLV� KLJKOLJKWV� WKH� QHHG� WR� FRQVLGHU� LQFHQWLYHV�ZKHQ�

HYDOXDWLQJ�PXWXDO�IXQG�SHUIRUPDQFH�� � ,W�DOVR�FKDOOHQJHV�WKH�YLHZ�WKDW� WKH�UHODWLYH�HIILFLHQF\�RI�

8�6��HTXLW\�PDUNHWV�SUHYHQWV�DFWLYHO\�PDQDJHG�HTXLW\�IXQGV�IURP�UHFRYHULQJ�WKHLU�IHHV���,QVWHDG��

RXU�ILQGLQJV�DUH�FRQVLVWHQW�ZLWK�WKH�YLHZ�WKDW�WKH�XQGHUSHUIRUPDQFH�RI�WKH�DYHUDJH�DFWLYHO\�PDQ�

DJHG�IXQG�DULVHV� IURP�WKH� LQWHUDFWLRQ�EHWZHHQ� UHODWLYHO\�HIILFLHQW�HTXLW\�PDUNHWV�DQG� UHODWLYHO\�

ZHDN�LQFHQWLYHV�WR�LGHQWLI\�DQG�LQFHQWLYL]H�VNLOOHG�PDQDJHUV��

� 7KH� IDFW� WKDW� WKH� SHUVLVWHQW� XQGHUSHUIRUPDQFH� RI� DFWLYHO\� PDQDJHG� IXQGV� LV� OLPLWHG� WR�

EURNHU�VROG� DFWLYHO\�PDQDJHG� IXQGV� KHOSV� WR� UDWLRQDOL]H� WKH� FRQWLQXLQJ� GHPDQG� IRU� GLUHFW�VROG�

DFWLYHO\�PDQDJHG�IXQGV�� �$W�WKH�VDPH�WLPH�� LW�FKDOOHQJHV�DOWHUQDWLYH�H[SODQDWLRQV�� OLNH�WKRVH�LQ�

*ORGH��������DQG�3DVWRU�DQG�6WDPEDXJK���������WR�H[SODLQ�ZK\�XQGHUSHUIRUPDQFH�LV�OLPLWHG�WR�

WKH�EURNHU�VROG�VHJPHQW���7KH�IDFW�WKDW�WKH�YDVW�PDMRULW\�RI�WKH�DVVHWV�LQ�WKH�EURNHU�VROG�VHJPHQW�

DUH� LQYHVWHG� LQ�XQGHUSHUIRUPLQJ�DFWLYHO\�PDQDJHG� IXQGV� LV� OLNHO\� WR� UHIOHFW� DQ� DJHQF\� FRQIOLFW�

EHWZHHQ�EURNHUV�DQG� WKHLU�FOLHQWV�� � ,Q�RWKHU�ZRUGV�� FRQVLVWHQW�ZLWK�*UXEHU¶V� ������� µGLVDGYDQ�

WDJHG�LQYHVWRU¶�K\SRWKHVLV��WKH�NH\�WR�UDWLRQDOL]LQJ�LQYHVWRU�GHPDQG�IRU�XQGHUSHUIRUPLQJ�DFWLYHO\�

PDQDJHG�IXQGV�LV�UDWLRQDOL]LQJ�LQYHVWRU�GHPDQG�IRU�EURNHUV��

� ,Q�6HFWLRQ�,��ZH�XVH�GLIIHUHQFHV�LQ�LQYHVWRU�FOLHQWHOHV�DFURVV�UHWDLO�PDUNHW�VHJPHQWV�WR�DU�
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JXH�WKDW�EURNHU�VROG�IXQGV�IDFH�D�ZHDNHU�LQFHQWLYH�WR�JHQHUDWH�DOSKD�WKDQ�GLUHFW�VROG�IXQGV��DQG�

ZH�VXPPDUL]H�RXU�GDWD���,Q�6HFWLRQ�,,��ZH�GRFXPHQW�DFURVV�VHJPHQW�GLIIHUHQFHV�LQ�WKH�VHQVLWLYLW\�

RI�IXQG�IORZV�WR�ULVN�DGMXVWHG��DIWHU�IHH�UHWXUQV���,Q�6HFWLRQ�,,,��ZH�XVH�D�YDULHW\�RI�SHUIRUPDQFH�

PHWULFV�DQG�DGGLWLRQDO�GDWD�VRXUFHV�WR�GRFXPHQW�WKDW�GLUHFW�VROG�IXQGV�FKRRVH�WR�LQYHVW�PRUH�LQ�

DFWLYH�PDQDJHPHQW���,Q�6HFWLRQ�,9��ZH�GRFXPHQW�DFURVV�VHJPHQW�GLIIHUHQFHV�LQ�WKH�UHODWLYH�SHU�

IRUPDQFH�RI�DFWLYHO\�PDQDJHG�DQG�SDVVLYHO\�PDQDJHG�IXQGV��� ,Q�6HFWLRQ�9��ZH�VXPPDUL]H�RXU�

ILQGLQJV�DQG�GLVFXVV�WKHLU�LPSOLFDWLRQV�IRU�WKH�SX]]OH�RI�DFWLYH�PDQDJHPHQW��

I. Heterogeneity in Retail Investor Preferences and the Market for Retail Mutual Fund

� 0RVW� VWXGLHV� RI� UHWDLO�PXWXDO� IXQGV� LPSOLFLWO\� DVVXPH� D� KRPRJHQHRXV� SURGXFW�PDUNHW��

ZKHUH� IXQGV�SULPDULO\�FRPSHWH�RQ�DIWHU�IHH�SHUIRUPDQFH� IRU�KRPRJHQHRXV� LQYHVWRUV�� �<HW�� WKH�

IHHV�WKDW�UHWDLO�PXWXDO�IXQGV�FKDUJH��H[SHQVH�UDWLRV��LQFOXGLQJ���E���IHHV��SOXV�DQ\�VDOHV�ORDGV��

FDQ�EH�XVHG�WR�SURYLGH�LQYHVWRUV�ZLWK�WZR�GLVWLQFW�EXQGOHV�RI�VHUYLFHV�� �)RU�H[DPSOH�� LQYHVWRUV�

ZKR�ZLVK�WR�EX\�RQH�RI�WKH�ODUJHVW�IXQGV��WKH�,QYHVWPHQW�&RPSDQ\�RI�$PHULFD�IXQG�RIIHUHG�E\�

WKH�$PHULFDQ�)XQGV�IDPLO\��FDQ�RQO\�GR�VR�WKURXJK�D�ILQDQFLDO�DGYLVRU��DV� WKH�IXQG�LV�QRW�VROG�

GLUHFWO\�WR�LQYHVWRUV�� �%HFDXVH�WKH�IXQG�LV�VROG�RQO\�DV�D�SDFNDJHG�EXQGOH�RI�SRUWIROLR�PDQDJH�

PHQW�VHUYLFHV�DQG�ILQDQFLDO�DGYLFH�VHUYLFHV�� WKH�IHHV�WKDW�$PHULFDQ�)XQGV�FKDUJHV�LWV� LQYHVWRUV�

DUH�XOWLPDWHO\�XVHG� WR�FRPSHQVDWH�ERWK�SRUWIROLR�PDQDJHUV�DQG�ILQDQFLDO�DGYLVHUV�� � ,Q�FRQWUDVW��

WKH�9DQJXDUG�:LQGVRU�IXQG�LV�VROG�GLUHFWO\�WR�LQYHVWRUV�WKURXJK�9DQJXDUG¶V�ZHEVLWH�RU�WKURXJK�

DQ� LQWHUPHGLDU\�� VXFK�DV�&KDUOHV�6FKZDE�� �7KH� FUXFLDO�GLVWLQFWLRQ� LV� WKDW� WKH� IHHV� WKH� LQYHVWRU�

SD\V�GLUHFWO\� WR�9DQJXDUG�DUH� IRU�SRUWIROLR�PDQDJHPHQW�VHUYLFHV�RQO\�� � ,I�DQ� LQYHVWRU�ZDQWV� WR�

EX\�9DQJXDUG�PXWXDO�IXQGV�DQG�UHFHLYH�DGYLFH�RQ�DVVHW�DOORFDWLRQ�RU�IXQG�VHOHFWLRQ��KH�PXVW�SD\�

VHSDUDWHO\�IRU�WKLV�DGYLFH��� 

� 0RUH�JHQHUDOO\��UHWDLO�PXWXDO�IXQGV�FDQ�EH�FODVVLILHG�DV�SURYLGLQJ�HLWKHU�XQEXQGOHG�SRUW�
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IROLR�PDQDJHPHQW�VHUYLFHV��RU�D�SDFNDJHG�EXQGOH�RI�SRUWIROLR�PDQDJHPHQW�DQG� LQYHVWPHQW�DG�

YLFH�� �1RW�VXUSULVLQJO\�� WKH�WZR�W\SHV�RI� IXQGV�DUH�WDUJHWHG�DW�GLIIHUHQW� W\SHV�RI� LQYHVWRUV�� �$F�

FRUGLQJ�WR�DQ�,QYHVWPHQW�&RPSDQ\�,QVWLWXWH��,&,��VXUYH\������RI�PXWXDO�IXQG�VKDUHKROGHUV�LQGL�

FDWH�WKDW�WKH\�KDYH�DQ�RQJRLQJ�UHODWLRQVKLS�ZLWK�D�ILQDQFLDO�DGYLVHU���2I�WKHVH�LQYHVWRUV������LQ�

GLFDWH�WKDW�WKH\�KDYH�KDG�FRQWDFW�ZLWK�WKHLU�ILQDQFLDO�DGYLVHU�LQ�WKH�SULRU����PRQWKV��DQG�WKDW�WKH\�

KDYH�EHHQ�UHFHLYLQJ�LQYHVWPHQW�DGYLFH�IURP�WKLV�DGYLVHU�IRU�D�PHGLDQ�RI����\HDUV���7KH\�UHSRUW�

HGO\�XVH�DQ�DGYLVHU�EHFDXVH�WKH\�³QHHG�KHOS�ZLWK�DVVHW�DOORFDWLRQ�GHFLVLRQV´�DQG�³ZDQW�D�ILQDQ�

FLDO� SURIHVVLRQDO� WR� H[SODLQ� YDULRXV� LQYHVWPHQW� RSWLRQV´� DQG� EHFDXVH� LW� ³JLYHV� WKHP� SHDFH� RI�

PLQG�DERXW�WKHLU�LQYHVWPHQWV�´��7KHVH�VXUYH\V�VXJJHVW�WKDW�LQYHVWRUV�ZKR�XVH�DGYLVHUV�YDOXH�WKH�

IDFH�WR�IDFH�FRQWDFW�DQG�ORQJ�WHUP�UHODWLRQVKLS�ZLWK�DQ�DGYLVHU���,Q�FRQWUDVW��WKH�����RI�LQYHVWRUV�

ZKR�GR�QRW�SXUFKDVH�PXWXDO�IXQGV�WKURXJK�D�ILQDQFLDO�DGYLVHU�VWDWH�WKDW�WKH\�³ZDQW�WR�EH�LQ�FRQ�

WURO�RI�RZQ�LQYHVWPHQWV´�DQG�DOUHDG\�³KDYH�DFFHVV�WR�UHVRXUFHV�QHHGHG�WR�LQYHVW�RQ�P\�RZQ�´����

� &KDOPHUV� DQG�5HXWHU� ������� ILQG� VLPLODU� HYLGHQFH�RI� LQYHVWRU�KHWHURJHQHLW\�ZKHQ� WKH\�

VWXG\�GHPDQG�IRU�IXOO�VHUYLFH�EURNHUV�ZLWKLQ�D�GHILQHG�FRQWULEXWLRQ�SODQ���3ODQ�SDUWLFLSDQWV�ZKR�

FKRRVH� WR� LQYHVW� WKURXJK�D�EURNHU�DUH� \RXQJHU�� OHVV�KLJKO\�HGXFDWHG��DQG� OHVV�KLJKO\�SDLG� WKDQ�

VHOI�GLUHFWHG�LQYHVWRUV��VXJJHVWLQJ�WKDW�WKH\�DUH�OHVV�H[SHULHQFHG�LQYHVWRUV���,Q�DGGLWLRQ��VXUYH\HG�

SDUWLFLSDQWV�ZKR�FKRRVH�WR�LQYHVW�WKURXJK�D�EURNHU�DUH�PRUH�OLNHO\�WR�UDQN�DFFHVV�WR�IDFH�WR�IDFH�

PHHWLQJV�DV�LPSRUWDQW�RU�YHU\�LPSRUWDQW������YHUVXV�������PRUH�OLNHO\�WR�VWDWH�WKDW�WKH\�UHOLHG�

RQ�WKH�UHFRPPHQGDWLRQ�RI�D�EURNHU�LQ�GHWHUPLQLQJ�WKHLU�HTXLW\�DOORFDWLRQ������YHUVXV�������DQG�

OHVV�OLNHO\�WR�VWDWH�WKDW�WKH\�IHHO�FRPIRUWDEOH�PDNLQJ�FKDQJHV�WR�WKHLU�DOORFDWLRQ�ZLWKRXW�FRQVXOW�

LQJ�WKHLU�EURNHU������YHUVXV��������

                                                           
��7KHVH�VXUYH\V�DUH�IURP�³2ZQHUVKLS�RI�0XWXDO�)XQGV��6KDUHKROGHU�6HQWLPHQW��DQG�8VH�RI�WKH�,QWHUQHW������´�,Q�
YHVWPHQW�&RPSDQ\�,QVWLWXWH¶V�Research Fundamentals�6HSWHPEHU������SDJH����DQG�³:K\�'R�0XWXDO�)XQG�,QYHV�
WRUV�8VH�3URIHVVLRQDO�)LQDQFLDO�$GYLVHUV"�,QYHVWPHQW�&RPSDQ\�,QVWLWXWH¶V�Research Fundamentals�$SULO������SDJ�
HV���DQG����
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� 'LIIHUHQFHV�LQ�LQYHVWRU�SUHIHUHQFHV�DQG�H[SHULHQFH�DFURVV�WKH�GLUHFW�VROG�DQG�EURNHU�VROG�

PDUNHW�VHJPHQWV�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�WKH�QDWXUH�RI�FRPSHWLWLRQ�ZLWKLQ�HDFK�VHJPHQW���

6SHFLILFDOO\�� ZH� H[SHFW� FRPSHWLWLRQ� LQ� WKH� EURNHU�VROG� VHJPHQW� WR� IRFXV� PXFK� OHVV� RQ� ULVN�

DGMXVWHG� UHWXUQV�� WKHUHE\� UHGXFLQJ� WKH� LQFHQWLYH� IRU� EURNHU�VROG� IXQGV� WR� H[SHQG� UHVRXUFHV� WR�

JHQHUDWH�DOSKD�� �)LUVW��EHFDXVH�EURNHU�VROG� IXQGV�SURYLGH� WZR�GLVWLQFW� W\SHV�RI�VHUYLFHV��EURNHU�

FOLHQWV�PD\� UDWLRQDOO\� DFFHSW� ORZHU� H[SHFWHG� UHWXUQV� LQ� H[FKDQJH� IRU� WKH� EURNHU� VHUYLFHV� WKH\�

SHUFHLYH�DV�KLJKHU�TXDOLW\��VXFK�DV�WKH�SHUVRQDO�WUXVW�WKDW�FRPHV�IURP�UHSHDWHG�IDFH�WR�IDFH�FRQ�

WDFW��*HQQDLROL��6KOHLIHU��DQG�9LVKQ\���������� �6HFRQG��WR�WKH�H[WHQW�WKDW�EURNHU�FOLHQWV�DUH�OHVV�

H[SHULHQFHG�LQYHVWRUV��WKH\�PD\�EH�OHVV�OLNHO\�WR�DSSUHFLDWH�WKH�GLIIHUHQFH�EHWZHHQ�UDZ�DQG�ULVN�

DGMXVWHG�UHWXUQV����)LQDOO\��SD\PHQWV�WR�EURNHUV�KDYH�EHHQ�UHSHDWHGO\�VKRZQ�WR�SURYLGH�SRZHUIXO�

LQFHQWLYHV��VXJJHVWLQJ�WKDW�EURNHU�VROG�IXQGV�FDQ�HIIHFWLYHO\�FRPSHWH�IRU�IORZV�E\�SD\LQJ�KLJKHU�

IHHV� WR� EURNHUV� UDWKHU� WKDQ� PDNLQJ� JUHDWHU� LQYHVWPHQWV� LQ� DFWLYH� PDQDJHPHQW� �%HUJVWUHVVHU��

&KDOPHUV�� DQG�7XIDQR� ��������&KULVWRIIHUVHQ��(YDQV�� DQG�0XVWR� ��������&KDOPHUV� DQG�5HXWHU�

��������DQG�$QDJRO��&ROH��DQG�6DUNDU�����������)RU�WKHVH�UHDVRQV��ZH�EHJLQ�RXU�HPSLULFDO�DQDO\�

VLV�E\�WHVWLQJ�ZKHWKHU�LQYHVWRU�IORZV�LQ�WKH�EURNHU�VROG�VHJPHQW�DUH�OHVV�VHQVLWLYH�WR�DOSKD�WKDQ�

LQYHVWRU�IORZV�LQ�WKH�GLUHFW�VROG�VHJPHQW���

A.  Data on Distribution Channel 

� :H�XVH�GDWD�IURP�)LQDQFLDO�5HVHDUFK�&RUSRUDWLRQ��)5&��WR�GLVWLQJXLVK�GLUHFW�VROG�UHWDLO�

PXWXDO�IXQGV�IURP�EURNHU�VROG�UHWDLO�PXWXDO�IXQGV����7KHVH�GDWD�FRYHU������������DQG�ZHUH�ILUVW�

                                                           
4 *HQQDLROL�� 6KOHLIHU�� DQG�9LVKQ\¶V� ������� WKHRUHWLFDO� SUHGLFWLRQ� WKDW� EURNHUV�ZLOO� SDQGHU� WR� LQYHVWRU� ELDVHV� ILQGV�
HPSLULFDO�VXSSRUW�LQ�VWXGLHV�RI�IXQG�IORZV�E\�%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR��������DQG�&KDOPHUV�DQG�5HXWHU�
��������DQG�LQ�DXGLW�VWXGLHV�E\�$QDJRO��&ROH��DQG�6DUNDU��������DQG�0XOODLQDWKDQ��1|WK��DQG�6FKRDU�������� 
��$OWKRXJK�)5&�SURYLGHV�LQIRUPDWLRQ�RQ�ZKHWKHU�D�IXQG�LV�VROG�WKURXJK�D�FDSWLYH�VDOHVIRUFH�WKDW�H[FOXVLYHO\�VHOOV�D�
VLQJOH�IDPLO\¶V�IXQGV��RU�WKURXJK�D�ZKROHVDOH�VDOHVIRUFH�WKDW�VHOOV�WKH�IXQGV�RI�PXOWLSOH�IDPLOLHV��ZH�IROORZ�%&7�DQG�
FRPELQH�ERWK�FDSWLYH�DQG�ZKROHVDOH�VDOHVIRUFHV�LQWR�RQH�EURNHU�VROG�FDWHJRU\���:H�DUH�LPSOLFLWO\�DVVXPLQJ�WKDW�WKH�
DGYLFH�VHUYLFHV�RIIHUHG�E\�ZKROHVDOH�EURNHUV�DUH�QRW�PDWHULDOO\�GLIIHUHQW�IURP�WKH�DGYLFH�VHUYLFHV�RI�FDSWLYH�EURNHUV���
6HH�&KULVWRIIHUVHQ��(YDQV��DQG�0XVWR��������IRU�D�GHWDLOHG�DQDO\VLV�RI�FDSWLYH�YHUVXV�ZKROHVDOH�VDOHVIRUFH�IXQG�GLV�
WULEXWLRQ��LQFOXGLQJ�WKH�FRPSHQVDWLRQ�DUUDQJHPHQWV�EHWZHHQ�IXQG�IDPLOLHV�DQG�WKHLU�VDOHVIRUFHV��
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DQDO\]HG�E\�%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR� ����������$OWKRXJK�)5&�GLVWLQJXLVKHV� LQVWLWX�

WLRQDO�IXQGV�IURP�UHWDLO�IXQGV��ZH�FKRRVH�WR�H[FOXGH�LQVWLWXWLRQDO�IXQGV�IURP�RXU�DQDO\VLV���:KLOH�

)5&�GDWD�GR�DOORZ�XV�WR�FOHDQO\�LGHQWLI\�UHWDLO�IXQGV�WDUJHWHG�DW�GLIIHUHQW�W\SHV�RI�UHWDLO�LQYHVWRUV��

WKH\�GR�QRW�DOORZ�XV�WR�LGHQWLI\�LQVWLWXWLRQDO�IXQGV�WDUJHWHG�DW�GLIIHUHQW�W\SHV�RI�LQVWLWXWLRQDO�LQ�

YHVWRUV�����)RU�FRPSOHWHQHVV��ZH�UH�HVWLPDWH�RXU�PDLQ�WHVWV�RQ�WKH�VDPSOH�LQFOXGLQJ�GLUHFW�VROG��

EURNHU�VROG��DQG�LQVWLWXWLRQDO�IXQGV�DQG�UHSRUW�WKH�UHVXOWV�LQ�WKH�DSSHQGL[���

� :H�REWDLQ�GDWD�RQ� WRWDO�QHW� DVVHWV� �71$���PRQWKO\� UHWXUQV�� DQQXDO� H[SHQVHV�� DQG� RWKHU�

IXQG�FKDUDFWHULVWLFV�IURP�WKH�&563�6XUYLYRU�%LDV�)UHH�0XWXDO�)XQG�'DWDEDVH�� �:H�PHUJH�WKH�

)5&�DQG�&563�GDWD�DW�WKH�VKDUH�FODVV�OHYHO���:KHQ�DJJUHJDWLQJ�GLVWULEXWLRQ��DQG�RWKHU�FKDUDFWHU�

LVWLFV��WR�WKH�IXQG�OHYHO��ZH�ZHLJKW�HDFK�VKDUH�FODVV�LQ�SURSRUWLRQ�WR�LWV�71$�LQ�WKH�SULRU�PRQWK���

:H�FODVVLI\�D� IXQG�DV�EHLQJ�GLUHFW�VROG�RU�EURNHU�VROG�ZKHQ�DW� OHDVW�����RI� LWV�DVVHWV�DUH�VROG�

WKURXJK�VKDUH�FODVVHV�IRFXVHG�RQ�WKDW�VHJPHQW���&ROOHFWLYHO\��WKHVH�IXQGV�PDQDJH�������RI�WKH�

DVVHWV�LQYHVWHG�LQ�QRQVSHFLDOL]HG�GRPHVWLF�HTXLW\���2I�WKH�UHPDLQLQJ�DVVHWV�������DUH�LQYHVWHG�LQ�

LQVWLWXWLRQDO�IXQGV��DQG������DUH�LQYHVWHG�LQ�IXQGV�WKDW�)5&�GRHV�QRW�FODVVLI\��

� :H� LGHQWLI\� QRQVSHFLDOL]HG� GRPHVWLF� HTXLW\� IXQGV� DV� WKRVH� IRU� ZKLFK� WKH� 6WDQGDUG� 	�

3RRU¶V� LQYHVWPHQW� REMHFWLYH� LQ� &563� LV� OLVWHG� DV� DJJUHVVLYH� JURZWK� �$**��� PLG�FDS� JURZWK�

�*0&��� JURZWK� DQG� LQFRPH� �*5,��� JURZWK� �*52��� LQFRPH� DQG� JURZWK� �,1*��� RU� VPDOO�FDS�

JURZWK� �6&*��� � )RU� ����������� ZH� DOVR� SRVVHVV� GDWD� RQ� 0RUQLQJVWDU� LQYHVWPHQW� REMHFWLYHV��

ZKLFK�FDSWXUH�YDULDWLRQ�LQ�PDUNHW�FDSLWDOL]DWLRQ�DQG�VW\OH��H�J���VPDOO�FDS�YDOXH�YHUVXV�ODUJH�FDS�

JURZWK��� � %HFDXVH�0RUQLQJVWDU� LQYHVWPHQW� REMHFWLYHV� EHWWHU� FDSWXUH� GLIIHUHQFHV� LQ� KRZ� IXQGV�
                                                           
��:H�UHIHU�LQWHUHVWHG�UHDGHUV�WR�WKHLU�SDSHU�IRU�ERWK�D�GHWDLOHG�GHVFULSWLRQ�RI�WKH�)5&�GDWD�DQG�DQ�RYHUYLHZ�RI�PXWXDO�
IXQG�GLVWULEXWLRQ��$V�DQ�LQGHSHQGHQW�FKHFN�RI�WKLV�GDWD��ZH�ZHUH�DEOH�WR�REWDLQ�GLVWULEXWLRQ�FRGHV�IURP�WKH�,QYHVW�
PHQW�&RPSDQ\�,QVWLWXWH��,&,��IRU�������:H�ILQG�WKDW�RQO\������RI�IXQGV�WKDW�)5&�FODVVLILHV�DV�GLUHFW�VROG�DUH�FODVVL�
ILHG�E\�,&,�DV�EURNHU�VROG��RU�YLFH�YHUVD���:H�WKDQN�%ULDQ�5HLG�IRU�SURYLGLQJ�WKLV�GDWD��
��6HH�-DPHV�DQG�.DUFHVNL��������IRU�D�FRPSUHKHQVLYH�DQDO\VLV�RI�PXWXDO�IXQGV�WKDW�FDWHU�WR�LQVWLWXWLRQDO�LQYHVWRUV��
8VLQJ�IXQG�SURVSHFWXVHV��WKH\�GRFXPHQW�VXEVWDQWLDO�KHWHURJHQHLW\�LQ�WKH�W\SHV�RI�DFFRXQWV�ZLWKLQ�LQVWLWXWLRQDO�IXQGV�
�DQG�VKDUH�FODVVHV���VXFK�DV�����N��SODQ�SDUWLFLSDQWV��IRXQGDWLRQV�DQG�HQGRZPHQWV��FXVWRPHUV�RI�D�EDQN�WUXVW�RU�FXV�
WRGLDO�DFFRXQW��RU�LQYHVWRUV�ZLWK�PRUH�WKDQ����������WR�LQYHVW�LQ�WKH�IXQG� 
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LQYHVW��ZH�XVH�WKHP�WR�PHDVXUH�IDPLO\�OHYHO�LQYHVWPHQW�VW\OH�VSHFLDOL]DWLRQ��

B.  Summary Statistics 

� ,Q�7DEOH���3DQHO�$��ZH�SURYLGH�HYLGHQFH RQ�WKH�UHODWLYH�VL]HV�RI�WKH�GLUHFW�VROG�DQG�EUR�

NHU�VROG�PDUNHW�VHJPHQWV���7RWDO�DVVHWV�XQGHU�PDQDJHPHQW�LQ�WKH�GRPHVWLF�HTXLW\�PXWXDO�IXQGV�

LQFUHDVH�IURP��������ELOOLRQ�LQ������WR����������ELOOLRQ�LQ��������'XULQJ�WKLV�SHULRG��WKH�PDUNHW�

VKDUH�RI�GLUHFW�VROG�IXQGV�LQFUHDVHV�IURP�������WR���������7KH�PDUNHW�VKDUH�RI�LQGH[�IXQGV�LQ�

FUHDVHV�IURP������WR���������1RWDEO\��WKH�LQFUHDVHG�GHPDQG�IRU�LQGH[�IXQGV�LV�GULYHQ�E\�WKH�GL�

UHFW�VROG�VHJPHQW���:LWKLQ�WKH�EURNHU�VROG�VHJPHQW��WKH�IUDFWLRQ�RI�DVVHWV�LQYHVWHG�LQ�LQGH[�IXQGV�

UHPDLQV�EHORZ�������

� :H�DOVR�SURYLGH�HYLGHQFH�WKDW�WKH�W\SLFDO�PXWXDO�IXQG�IDPLO\�VHUYHV�D�VLQJOH�VHJPHQW�RI�

WKH�UHWDLO�PDUNHW���)ROORZLQJ�'HO�*XHUFLR��5HXWHU��DQG�7NDF���������ZH�DJJUHJDWH�IURP�WKH�VKDUH�

FODVV�OHYHO�DQG�FDOFXODWH�WKH�IUDFWLRQ�RI�DVVHWV�WKDW�HDFK�IDPLO\�GLVWULEXWHV�WKURXJK�WKH�GLUHFW�VROG�

DQG�EURNHU�VROG�VHJPHQWV���:H�WKHQ�FODVVLI\�D�IDPLO\�DV�EHLQJ�GLUHFW�VROG��IRU�H[DPSOH��LI�LW�GLV�

WULEXWHV�WKH�ODUJHVW�IUDFWLRQ�RI�DVVHWV�WKURXJK�WKH�GLUHFW�VROG�VHJPHQW���%HWZHHQ������DQG�������

WKH� DYHUDJH� IUDFWLRQ�RI� DVVHWV� WKDW� GLUHFW�VROG� IDPLOLHV� VHOO� WKURXJK� WKH�GLUHFW�VROG� VHJPHQW�GH�

FOLQHV�VOLJKWO\�IURP�������WR���������7KH�GHFOLQH�LQ�WKH�IUDFWLRQ�RI�DVVHWV�GLVWULEXWHG�WKURXJK�WKH�

EURNHU�VROG�VHJPHQW� LV� ODUJHU� IRU�EURNHU�VROG� IDPLOLHV� �������WR���������EXW�VWLOO�PRGHVW���� �,Q�

ERWK�VHJPHQWV��WKH�PHGLDQ�IUDFWLRQ�GLVWULEXWHG�WKURXJK�WKH�SULPDU\�GLVWULEXWLRQ�VHJPHQW�UHPDLQV�

FRQVWDQW�DW���������7KH�IDFW�WKDW�PDQ\�PXWXDO�IXQG�IDPLOLHV�IRFXV�RQ�HLWKHU�WKH�GLUHFW�VROG�VHJ�

PHQW�RU�WKH�EURNHU�VROG�VHJPHQW�UHLQIRUFHV�WKH�LGHD�WKDW�IDPLOLHV�QHHG�WR�LQYHVW�LQ�GLIIHUHQW�EXQ�

GOHV�RI�VHUYLFHV�WR�FRPSHWH�IRU�GLIIHUHQW�W\SHV�RI�LQYHVWRUV���

                                                           
��7KH�IUDFWLRQ�RI�IDPLOLHV�WKDW�GLVWULEXWH�any�DVVHWV�LQ�ERWK�VHJPHQWV�UDQJHV�IURP������LQ������WR������LQ�������
��'HO�*XHUFLR��5HXWHU��DQG�7NDF��������GRFXPHQW�WKDW�D�IDPLO\¶V�SULPDU\�GLVWULEXWLRQ�VHJPHQW�LV�KLJKO\�SHUVLVWHQW��
2QO\�WKUHH�IDPLOLHV�VZLWFK�WKHLU�SULPDU\�GLVWULEXWLRQ� VHJPHQW�GXULQJ�RXU�VDPSOH�SHULRG��:H�DQDO\]H�WKH�IXQGV�EH�
ORQJLQJ�WR�WKHVH�IDPLOLHV�LQ�VHFWLRQV�,,,�$�DQG�,,,�%��
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� :H� UHSRUW� IXQG�OHYHO� VXPPDU\� VWDWLVWLFV� LQ� 7DEOH� �� 3DQHO� %�� � 7KH� XQLW� RI� REVHUYDWLRQ�

ZKHQ�FDOFXODWLQJ�PHDQV�DQG�VWDQGDUG�GHYLDWLRQV�LV�IXQG�i�LQ�PRQWK�t���:H�QRWH�VHYHUDO�LQWHUHVWLQJ�

GLIIHUHQFHV�DFURVV� WKH� WZR�PDUNHW� VHJPHQWV�� �:KLOH� WKHUH�DUH� VLJQLILFDQWO\�PRUH�DFWLYHO\�PDQ�

DJHG� IXQGV�DYDLODEOH� LQ� WKH�EURNHU�VROG� VHJPHQW� �������YHUVXV��������� WKH� DYHUDJH� EURNHU�VROG�

IXQG�PDQDJHV� VLJQLILFDQWO\� IHZHU�DVVHWV� ������PLOOLRQ�YHUVXV������ELOOLRQ��� �%URNHU�VROG� IXQGV�

DOVR� KDYH� VLJQLILFDQWO\� ORZHU� SRUWIROLR� WXUQRYHU�� D� GLIIHUHQFH� WKDW�PD\� UHIOHFW� OHVV� DFWLYH�PDQ�

DJHPHQW��PRUH�YRODWLOH�LQYHVWRU�IORZV��RU�ERWK��

7KH�GLIIHUHQFH�LQ�DYHUDJH�H[SHQVH�UDWLRV�RI�GLUHFW�VROG�DQG�EURNHU�VROG�DFWLYHO\�PDQDJHG�

IXQGV�������YHUVXV�������LV�HVVHQWLDOO\�HTXDO�WR�WKH�GLIIHUHQFH�LQ�DYHUDJH���E���IHHV�������YHUVXV�

�������ZKLFK�DUH�WKH�IHHV�WKDW�WKH�6(&�DOORZV�IXQGV�WR�FKDUJH�IRU�GLVWULEXWLRQ���+RZHYHU��IXQGV�LQ�

WKH� WZR� VHJPHQWV� DUH� XQOLNHO\� WR� LQYHVW� WKH� VDPH� SURSRUWLRQ� RI� WKHLU� QRQ���E��� IHHV� LQ� DFWLYH�

PDQDJHPHQW� EHFDXVH� EURNHU�VROG� IXQGV� FRPPRQO\� XVH� PDQDJHPHQW� IHHV� WR� SD\� IRU� GLVWULEX�

WLRQ�����&RQVHTXHQWO\��LW�LV�QRW�SRVVLEOH�WR�PHDVXUH�ZKDW�IXQGV�SD\�IRU�LQSXWV�OLNH�VNLOOHG�PDQDJ�

HUV��DQDO\VWV��DQG�WUDGLQJ�GHVNV�XVLQJ�WKH�IHH�FDWHJRULHV�WKDW�WKH�6(&�UHTXLUHV�IXQGV�WR�GLVFORVH���

)RU�WKLV�UHDVRQ��ZH�QHHG�WR�UHO\�RQ�DOWHUQDWLYH�PHDVXUHV�WR�WHVW�IRU�GLIIHUHQWLDO�LQYHVWPHQWV�LQ�DF�

WLYH�PDQDJHPHQW���

3DQHO�%�DOVR�VKRZV�WKDW�EURNHU�VROG�LQGH[�IXQGV�DUH�PRUH�H[SHQVLYH�WKDQ�GLUHFW�VROG�LQ�

GH[� IXQGV�� � 7KLV� LV� VHQVLEOH� EHFDXVH� EURNHU�VROG� LQGH[� IXQGV� QHHG� WR� FRPSHQVDWH� EURNHUV� IRU�

SURYLGLQJ� ILQDQFLDO� DGYLFH�� � ,Q� RWKHU� ZRUGV�� VRPH� RI� WKH� SULFH� GLVSHUVLRQ� VWXGLHG� E\� (OWRQ��

*UXEHU��DQG�%XVVH��������DQG�+RUWDFVX�DQG�6\YHUVRQ��������LV�GULYHQ�E\�WKH�GLIIHUHQW�EXQGOHV�

RI�LQYHVWRU�VHUYLFHV�SURYLGHG�LQ�WKH�GLIIHUHQW�PDUNHW�VHJPHQWV���

                                                           
���$OWKRXJK�PXWXDO� IXQG� LQYHVWRUV�SD\�PRUH� WKDQ�����ELOOLRQ� DQQXDOO\� LQ���E��� IHHV�� LW� LV�ZLGHO\� UHFRJQL]HG� WKDW�
��E���IHHV�XQGHUHVWLPDWH�WKH� WRWDO�FRVW�RI�PDUNHWLQJ�DQG�GLVWULEXWLRQ�� �)RU�H[DPSOH�� LW� LV�FRPPRQ�IRU�PXWXDO�IXQG�
IDPLOLHV�WR�XVH�PDQDJHPHQW�IHHV�WR�FRYHU�GLVWULEXWLRQ�FRVWV�LQ�D�SUDFWLFH�NQRZQ�DV�UHYHQXH�VKDULQJ��VHH��IRU�H[DP�
SOH��IRRWQRWH����LQ�(OWRQ��*UXEHU��DQG�%XVVH���������IRRWQRWH���LQ�%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR���������=ZHLJ�
��������3R]HQ�DQG�+DPDFKHU��������SDJH������DQG�WKH�6(&�URXQGWDEOH�RQ���E���IHHV�GDWHG�-XQH������������
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� :KHQ� ZH� IRFXV� RQ� DYHUDJH�PRQWKO\� DIWHU�IHH� UHWXUQV�� ZH� VHH� WKDW� GLUHFW�VROG� DFWLYHO\�

PDQDJHG�IXQGV�DSSHDU�WR�RXWSHUIRUP�EURNHU�VROG�DFWLYHO\�PDQDJHG�IXQGV�����EDVLV�SRLQWV�YHUVXV�

���EDVLV�SRLQWV����2Q�DQ�DQQXDOL]HG�EDVLV��WKH�GLIIHUHQFH�LV�����EDVLV�SRLQWV��ZKLFK�LV�PXFK�ELJ�

JHU�WKDQ�WKH����EDVLV�SRLQW�GLIIHUHQFH�LQ���E���IHHV�� �7KH�IDFW� WKDW�EURNHU�VROG�IXQGV�XQGHUSHU�

IRUP�E\�PRUH�WKDQ�WKH�GLIIHUHQFH�LQ���E���IHHV�LV�WKH�NH\�ILQGLQJ�LQ�%HUJVWUHVVHU��&KDOPHUV��DQG�

7XIDQR��������� � ,QWHUHVWLQJO\��GLUHFW�VROG�DFWLYHO\�PDQDJHG�IXQGV�DOVR�DSSHDU�WR�RXWSHUIRUP�DOO�

RWKHU�FDWHJRULHV��LQFOXGLQJ�WKH�LQGH[�IXQGV�LQ�ERWK�VHJPHQWV���+RZHYHU��XQOLNH�WKH�UHWXUQ�UHJUHV�

VLRQV�WKDW�ZH�HVWLPDWH�ODWHU��WKHVH�DYHUDJHV�GR�QRW�FRQWURO�IRU�GLIIHUHQFHV�LQ�ULVN�H[SRVXUH�RU�GLI�

IHUHQFHV�LQ�WKH�UHWXUQV�HDUQHG�DFURVV�DVVHW�FODVVHV�DQG�WLPH� 

II. Flow-Performance in the Direct-Sold Segment Creates the Strongest Incentive to Gen-

erate Alpha 

� %HFDXVH�PXWXDO�IXQG�IHH�UHYHQXHV�LQFUHDVH�ZLWK�DVVHWV�XQGHU�PDQDJHPHQW��PXWXDO�IXQGV�

KDYH�D�VWURQJ�LQFHQWLYH�WR�SURYLGH�WKH�VHUYLFHV�WKDW�DWWUDFW�QHZ�LQYHVWRU�GROODUV���$ERYH��ZH�K\�

SRWKHVL]HG�WKDW�FRPSHWLWLRQ�LQ� WKH�EURNHU�VROG�VHJPHQW� LV� OHVV�IRFXVHG�RQ�ULVN�DGMXVWHG�UHWXUQV��

UHGXFLQJ�WKH�LQFHQWLYH�IRU�EURNHU�VROG�IXQGV�WR�JHQHUDWH�DOSKD���+HUH��ZH�WHVW�IRU�GLIIHUHQFHV�LQ�

WKH�IORZ�SHUIRUPDQFH�UHODWLRQ�DFURVV�WKH�GLUHFW�VROG�DQG�EURNHU�VROG�VHJPHQWV�XVLQJ�GDWD�RQ�DF�

WLYHO\�PDQDJHG�GRPHVWLF�HTXLW\� IXQGV� WKDW�FRYHUV� -DQXDU\������ WR�'HFHPEHU����������7DEOH���

FRQWDLQV� WKH� UHJUHVVLRQ� UHVXOWV�� �7KH�GHSHQGHQW�YDULDEOH� LV� WKH�PRQWKO\�QHW� SHUFHQWDJH� IORZ�RI�

IXQG�i�LQ�PRQWK�t���)RFXVLQJ�RQ�PRQWKO\�IORZV�DOORZV�XV�WR�WHVW�IRU�DFURVV�VHJPHQW�GLIIHUHQFHV�LQ�

LQYHVWRU�VHQVLWLYLW\�WR�VKRUW�WHUP�SHUIRUPDQFH���,Q�3DQHO�$��ZH�WHVW�IRU�GLIIHUHQWLDO�VHQVLWLYLW\�WR�

UDZ�YHUVXV�ULVN�DGMXVWHG�SHUIRUPDQFH�PHDVXUHV���,Q�3DQHO�%��ZH�DOORZ�IRU�QRQ�OLQHDULWLHV�LQ�WKH�

                                                           
���:H�RPLW�D�UHYLHZ�RI�WKH�ODUJH�OLWHUDWXUH�RQ�WKH�IXQG�IORZ�SHUIRUPDQFH�UHODWLRQ���+RZHYHU��SDSHUV�WKDW�KDYH�VSHFLI�
LFDOO\� IRFXVHG�RQ� WKH� IORZ�SHUIRUPDQFH� UHODWLRQ�ZLWKLQ�RU� DFURVV�SDUWLFXODU�FOLHQWHOHV� LQ� WKH�8QLWHG�6WDWHV� LQFOXGH�
%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR���������GLUHFW�YV��EURNHU�VROG���&KULVWRIIHUVHQ��(YDQV��DQG�0XVWR���������FDS�
WLYH�EURNHU�YV��ZKROHVDOH�EURNHU���-DPHV�DQG�.DUFHVNL���������LQVWLWXWLRQDO�DQG�EDQN�VSRQVRUHG���&KHQ��<DR��DQG�<X�
��������LQVXUDQFH���DQG�'HO�*XHUFLR�DQG�7NDF���������VHSDUDWH�DFFRXQW����
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VHQVLWLYLW\�RI�IORZV�WR�UDZ�UHWXUQV���7KH�LQGHSHQGHQW�YDULDEOHV�RI�LQWHUHVW�DUH�IXQG�i¶V�PRQWKO\�QHW�

UHWXUQ� LQ�PRQWK� t-1�� IXQG� i¶V�PRQWKO\���IDFWRU� DOSKD� LQ� t-1�� DQG�GXPP\�YDULDEOHV� WKDW� LQGLFDWH�

ZKHWKHU�IXQG�i¶V�QHW�UHWXUQ�LQ�PRQWK�t-1�ZDV�LQ�WKH�WRS�����RU�WKH�ERWWRP�����RI�IXQGV�ZLWK�WKH�

VDPH�&563�LQYHVWPHQW�REMHFWLYH���:H�HVWLPDWH�IXQG�i
V�IRXU�IDFWRU�DOSKD�LQ�PRQWK�t�XVLQJ�LWV�DI�

WHU�IHH�PRQWKO\�UHWXUQV�RYHU�WKH�SULRU����PRQWKV�DQG�WKH�IDFWRUV�DYDLODEOH�IRU�GRZQORDG�RQ�.HQ�

)UHQFK¶V�ZHEVLWH�����:H�DOVR�LQFOXGH�IXQG�i¶V�PRQWKO\�QHW�IORZ�LQ�PRQWK�t-1�WR�FDSWXUH�WKH�HIIHFW�

RI�ORQJHU�WHUP�SHUIRUPDQFH���2WKHU�IXQG�OHYHO�FRQWURO�YDULDEOHV�LQFOXGH�D�GXPP\�YDULDEOH�LQGL�

FDWLQJ�ZKHWKHU�IXQG�i�FKDUJHV�D�VDOHV�ORDG��IXQG�i¶V�ODJJHG�H[SHQVH�UDWLR�DQG���E���IHH��WKH�QDWX�

UDO�ORJDULWKP�RI�IXQG�i¶V�71$��WKH�QDWXUDO�ORJDULWKP�RI�LWV�IDPLO\¶V�71$��DQG�IXQG�i¶V�DJH����

� 7DEOH���FROXPQ�����UHSRUWV�WKH�UHVXOWV�RI�D�SRROHG�UHJUHVVLRQ�UHODWLQJ�QHW�IORZV�LQ�PRQWK�t�

WR�SHUIRUPDQFH�LQ�PRQWK� t-1�� �7KLV�UHJUHVVLRQ�LJQRUHV�WKH�IDFW�WKDW�GLIIHUHQW�UHWDLO�PXWXDO�IXQGV�

DUH�WDUJHWHG�DW�GLIIHUHQW�W\SHV�RI�UHWDLO�LQYHVWRUV��EXW�LW�LQFOXGHV�PRQWK�REMHFWLYH�IL[HG�HIIHFWV�WR�

FRQWURO�IRU�PRQWKO\�VKRFNV�WR�DJJUHJDWH�GHPDQG�ZLWKLQ�HDFK�LQYHVWPHQW�REMHFWLYH��HDFK�PRQWK���

7DEOH���FROXPQV�����DQG�����UHSRUW�WKH�UHVXOWV�ZKHQ�ZH�DOORZ�IRU�GLIIHUHQWLDO�VHQVLWLYLW\�WR�ODJJHG�

SHUIRUPDQFH�EHWZHHQ� WKH� WZR� VHJPHQWV�� �7KH� FRHIILFLHQWV� DUH� HVWLPDWHG� LQ� D� VLQJOH�SRROHG� UH�

JUHVVLRQ� LQ�ZKLFK�HDFK�RI� WKH� LQGHSHQGHQW�YDULDEOHV�DQG�PRQWK�REMHFWLYH� IL[HG�HIIHFWV� LV� LQWHU�

DFWHG�ZLWK�D�GLUHFW�VROG�VHJPHQW�GXPP\�YDULDEOH���7KXV��WKH�FRHIILFLHQWV�LQ�7DEOH���FROXPQV�����

DQG�����DUH�LGHQWLFDO�WR�WKRVH�REWDLQHG�E\�HVWLPDWLQJ�D�VHSDUDWH�UHJUHVVLRQ�IRU�HDFK�VHJPHQW���7R�

DOORZ�IRU�WKH�SRVVLELOLW\�WKDW�IORZV�DUH�FRUUHODWHG�ERWK�ZLWKLQ�PXWXDO�IXQG�IDPLO\�DQG�ZLWKLQ�WLPH�

SHULRG��ZH�FOXVWHU�VWDQGDUG�HUURUV�RQ�ERWK�IDPLO\�DQG�PRQWK���)RU�EUHYLW\��ZH�UHSRUW�WKH�FRHIIL�

FLHQWV�RQ�WKH�FRQWURO�YDULDEOHV�LQ�DQ�DSSHQGL[�WDEOH��

� :KLOH�WKH�SRROHG�VDPSOH�UHJUHVVLRQ�FRQILUPV�WKH�ZHOO�NQRZQ�ILQGLQJ�WKDW�ERWK�UDZ�DQG�

ULVN�DGMXVWHG� SHUIRUPDQFH� KHOS� WR� H[SODLQ� FURVV�VHFWLRQDO� YDULDWLRQ� LQ� IXQG� IORZ� �H�J��� *UXEHU�
                                                           
���KWWS���PED�WXFN�GDUWPRXWK�HGX�SDJHV�IDFXOW\�NHQ�IUHQFK�GDWDBOLEUDU\�KWPO�



� �� 

��������6LUUL� DQG�7XIDQR� �������� DQG�'HO�*XHUFLR� DQG�7NDF� ��������� LW� DOVR�PDVNV� VLJQLILFDQW�

KHWHURJHQHLW\�LQ�WKH�IORZ�SHUIRUPDQFH�UHODWLRQ�DFURVV�PDUNHW�VHJPHQWV���&RQVLVWHQW�ZLWK�RXU�K\�

SRWKHVLV��ZKHQ�ZH�FRQWUDVW�WKH�UHVXOWV�LQ�FROXPQV�����DQG������ZH�ILQG�WKDW�IXQG�IORZV�LQ�WKH�GL�

UHFW�VROG�VHJPHQW�DUH�VLJQLILFDQWO\�PRUH�VHQVLWLYH�WR�ULVN�DGMXVWHG�UHWXUQV�WKDQ�IXQG�IORZV�LQ�WKH�

EURNHU�VROG�VHJPHQW���6SHFLILFDOO\��ZKLOH�WKH�HVWLPDWHG�FRHIILFLHQWV�RQ�ODJJHG�DOSKD�DUH�SRVLWLYH�

LQ� ERWK� VHJPHQWV�� WKH� HVWLPDWHG� FRHIILFLHQW� LQ� WKH� GLUHFW�VROG� VHJPHQW� LV� ODUJHU� ������� YHUVXV�

��������VLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR��S�YDOXH�RI���������DQG�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�

FRHIILFLHQW�LQ�WKH�EURNHU�VROG�VHJPHQW��S�YDOXH�RI��������� �7KHVH�FRHIILFLHQWV�LPSO\�WKDW�D�RQH�

VWDQGDUG�GHYLDWLRQ�LQFUHDVH�LQ�DOSKD�ZLOO�LQFUHDVH�IXQG�VL]H�RYHU�WKH�QH[W����PRQWKV�E\�DSSUR[L�

PDWHO\�������LQ�WKH�GLUHFW�VROG�DQG�������LQ�WKH�EURNHU�VROG�VHJPHQWV��RU�LQ�WHUPV�RI�GROODUV��E\�

������PLOOLRQ�DQG������PLOOLRQ�UHVSHFWLYHO\�����6LQFH� WKH� W\SLFDO�DFWLYHO\�PDQDJHG� IXQG¶V�PDQ�

DJHPHQW� IHH� LV� DSSUR[LPDWHO\� ��� EDVLV� SRLQWV�� WKLV� LPSOLHV� LQFUHPHQWDO� DQQXDO� UHYHQXH� WR� WKH�

IXQG�RI����������IRU�WKH�DYHUDJH�GLUHFW�VROG�IXQG�DQG�RQO\���������IRU�WKH�DYHUDJH�EURNHU�VROG�

IXQG���7KXV��LI�IDPLOLHV�LQ�WKH�GLUHFW�VROG�VHJPHQW�FRXOG�LQYHVW�LQ�WKH�PDQDJHUV��DQDO\VWV��RU�WUDG�

LQJ�LQIUDVWUXFWXUH�WKDW�ZRXOG�JHQHUDWH�WKLV�LQFUHDVH�LQ�DOSKD�DW�ORZHU�DQQXDO�FRVW�WKDQ����������

WKH\�ZRXOG�SUHVXPDEO\�GR�VR��ZKHUHDV�IDPLOLHV�LQ�WKH�EURNHU�VROG�VHJPHQW�KDYH�D�PXFK�ZHDNHU�

LQFHQWLYH�WR�PDNH�DOSKD�JHQHUDWLQJ�LQYHVWPHQWV��

:KHQ�ZH�LQVWHDG�IRFXV�RQ�WKH�VHQVLWLYLW\�RI�IORZV�WR�ODJJHG�UDZ�UHWXUQV��WKH�SDWWHUQ�LV�UH�

YHUVHG���7KH�HVWLPDWHG�FRHIILFLHQW�LQ�WKH�EURNHU�VROG�VHJPHQW�LV�ODUJHU��������YHUVXV���������VLJ�

QLILFDQWO\�GLIIHUHQW�IURP�]HUR��S�YDOXH�RI���������DQG�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�FRHIILFLHQW�

                                                           
���)RXU�IDFWRU�DOSKD�KDV�D�VWDQGDUG�GHYLDWLRQ�RI�������LQ�WKH�GLUHFW�VROG�VHJPHQW�DQG�������LQ�WKH�EURNHU�VROG�VHJ�
PHQW��7KXV��D�RQH�VWDQGDUG�GHYLDWLRQ�LQFUHDVH�LQ�DOSKD��KROGLQJ�UDZ�UHWXUQ�DQG�RWKHU�H[SODQDWRU\�YDULDEOHV�FRQVWDQW��
LPSOLHV�DQ�LQFUHDVH�LQ�DQQXDO�IORZ�RI�������LQ�WKH�GLUHFW�VROG�VHJPHQW�������
�����
����DQG�������LQ�WKH�EURNHU�
VROG� VHJPHQW� ������
�����
�����0XOWLSO\LQJ�E\� WKH� DYHUDJH� DFWLYHO\�PDQDJHG� IXQG� VL]H� LQ� WKH� WZR� VHJPHQWV� UH�
SRUWHG�LQ�7DEOH����LPSOLHV�������PLOOLRQ�LQ�LQFUHPHQWDO�IORZ�LQ�WKH�GLUHFW�VROG�VHJPHQW�DQG������PLOOLRQ�LQ�WKH�EUR�
NHU�VROG�VHJPHQW��
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LQ�WKH�GLUHFW�VROG�VHJPHQW��S�YDOXH�RI�����������5HJDUGOHVV�RI�ZKHWKHU�WKH�ORZHU�HVWLPDWHG�VHQVL�

WLYLW\�RI�IORZV�WR�ULVN�DGMXVWHG�UHWXUQV�LQ�WKH�EURNHU�VROG�VHJPHQW�LV�GULYHQ�E\�WKH�SUHIHUHQFHV�RI�

EURNHUV�RU�WKHLU�FOLHQWV��LW�VKRXOG�UHGXFH�WKH�LQFHQWLYH�IRU�EURNHU�VROG�IXQGV�WR�JHQHUDWH�DOSKD��

� 7KH�HVWLPDWHV�LQ�3DQHO�%�FRQILUP�WKDW�IORZV�LQ�WKH�GLUHFW�VROG�VHJPHQW�UHPDLQV�PRVW�VHQ�

VLWLYH�WR�ULVN�DGMXVWHG�SHUIRUPDQFH��HYHQ�ZKHQ�ZH�FRQWURO�IRU�DEQRUPDOO\�KLJK�DQG�ORZ�UDZ�UH�

WXUQV�� �7KH�HVWLPDWHV�DOVR�UHYHDO� WKDW�IORZV�LQ�WKH�GLUHFW�VROG�VHJPHQW�DUH�WKH�PRVW�VHQVLWLYH�WR�

H[WUHPH�SHUIRUPDQFH���)RU�H[DPSOH��QHW�IORZV�LQWR�WKH�WRS�SHUIRUPLQJ�IXQGV�DQG�RXW�RI�WKH�ERW�

WRP�SHUIRUPLQJ� IXQGV� LQ�HDFK� LQYHVWPHQW�REMHFWLYH�DUH�DURXQG� WKUHH� WLPHV� ODUJHU� LQ� WKH�GLUHFW�

VROG�VHJPHQW�WKDQ�LQ�WKH�EURNHU�VROG�VHJPHQW���0RUH�JHQHUDOO\��ZH�FDQ�UHMHFW�WKH�K\SRWKHVLV�WKDW�

WKH�FRHIILFLHQW�RQ�WKH�WRS�����GXPP\�YDULDEOH�LQ�WKH�GLUHFW�VROG�VHJPHQW�LV�HTXDO�WR�WKDW�RI�WKH�

EURNHU�VROG�VHJPHQW�ZLWK�D�S�YDOXH�RI���������)RU�WKH�ERWWRP�����GXPP\�YDULDEOH��WKH�S�YDOXH�

LV�����������7KH� IDFW� WKDW�GLUHFW�VROG� IXQGV�DUH�SHQDOL]HG�PRUH� IRU�SRRU�SHUIRUPDQFH� UHLQIRUFHV�

WKHLU� LQFHQWLYH� WR� LQYHVW� LQ� VNLOO�� DQG�PD\� DOVR� UHGXFH� WKHLU� LQFHQWLYH� WR� EHDU� V\VWHPDWLF� ULVN�

� 7ZR�RWKHU�SDSHUV�FRPSDUH�WKH�UHODWLRQ�EHWZHHQ�IORZ�DQG�SDVW�SHUIRUPDQFH�LQ�WKH�GLUHFW�

VROG�DQG�EURNHU�VROG�VHJPHQWV���7R�WHVW�ZKHWKHU�EURNHUV�DWWHQXDWH�WKH�EHKDYLRUDO�ELDVHV�RI�WKHLU�

FOLHQWV��%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR��������WHVW�IRU�GLIIHUHQFHV�LQ�UHWXUQ�FKDVLQJ�EHKDY�

LRU��DQG�ILQG�WKDW�WKH�VHQVLWLYLW\�RI� IORZV�WR�UDZ�UHWXUQV�LV�VLPLODU�LQ�ERWK�VHJPHQWV���7KHLU�HYL�

GHQFH�LV�QRW�GLUHFWO\�FRPSDUDEOH�WR�RXUV�EHFDXVH�WKH\�UHSRUW�UHVXOWV�EDVHG�RQ�DQQXDO�IORZV�DQG�GR�

QRW�LQFOXGH�ULVN�DGMXVWHG�SHUIRUPDQFH�PHDVXUHV�LQ�WKHLU�UHJUHVVLRQV���:H�VKRZ�LQ�WKH�DSSHQGL[�

WKDW�ZKHQ�ZH�PRUH�FORVHO\�PDWFK�WKHLU�VSHFLILFDWLRQ��EXW�VLPXOWDQHRXVO\�FRQWURO�IRU�UDZ�UHWXUQV�

DQG���IDFWRU�DOSKDV��ZH�DJDLQ�ILQG�WKDW�WKH�VHQVLWLYLW\�WR���IDFWRU�DOSKDV�LV�OLPLWHG�WR�WKH�GLUHFW�

VROG� VHJPHQW�� �.HVZDQL� DQG�6WROLQ� ������� XVH� GLVDJJUHJDWHG�PRQWKO\� IORZ�GDWD� LQ� WKH�8QLWHG�

                                                           
���$OWKRXJK�ZH�RQO\�UHSRUW�RQH�VSHFLILFDWLRQ�LQ�7DEOH����WKH�IORZ�SHUIRUPDQFH�UHODWLRQV�DUH�TXDOLWDWLYHO\�XQFKDQJHG�
ZKHQ�ZH�FRQVWUDLQ�WKH�FRHIILFLHQWV�RQ�WKH�IXQG�OHYHO�FRQWUROV�WR�EH�HTXDO�DFURVV�VHJPHQWV��RPLW�WKH�IXQG�OHYHO�FRQ�
WUROV��RU�RPLW�ODJJHG�IORZV���,Q�WKH�$SSHQGL[��ZH�UHSRUW�D�VSHFLILFDWLRQ�ZKHUH�WKH�SHUIRUPDQFH�PHDVXUHV�PDWFK�%&7��



� �� 

.LQJGRP�WR�WHVW�IRU�GLIIHUHQWLDO�VHQVLWLYLWLHV�WR�ULVN�DGMXVWHG�DQG�UDZ�UHWXUQV�DFURVV�GLIIHUHQW�GLV�

WULEXWLRQ�FKDQQHOV�� �7KHLU� ILQGLQJ� WKDW�GLUHFW�VROG� LQYHVWRU� IORZV�DUH� WKH�PRVW� VHQVLWLYH� WR� ULVN�

DGMXVWHG�UHWXUQV�PDWFKHV�RXU�ILQGLQJ�IRU�WKH�8�6���VXJJHVWLQJ�WKDW�WKH�LQFHQWLYH�WR�JHQHUDWH�DOSKD�

LV�OLNHO\�WR�YDU\�DFURVV�PDUNHW�VHJPHQWV�LQ�WKH�8�.��DV�ZHOO��

III.  Do Families in the Direct-sold Segment Invest More in Active Management? 

� 7KH�DFURVV�VHJPHQW�GLIIHUHQFHV�LQ�IXQG�IORZV�JHQHUDWH�WZR�SUHGLFWLRQV���%HFDXVH�PRQWKO\�

IORZV�LQWR�GLUHFW�VROG�IXQGV�DUH�PRUH�VHQVLWLYH�WR�ULVN�DGMXVWHG�UHWXUQV��GLUHFW�VROG�IXQGV�KDYH�D�

VWURQJHU� LQFHQWLYH� WR� JHQHUDWH� DOSKD� WKURXJK� LQYHVWPHQWV� LQ� DFWLYH�PDQDJHPHQW�� �$W� WKH� VDPH�

WLPH��EHFDXVH�PRQWKO\�IORZV�LQWR�EURNHU�VROG� IXQGV�DUH�PRUH�VHQVLWLYH�WR� UDZ�UHWXUQV��IXQGV� LQ�

WKH�EURNHU�VROG�VHJPHQW�KDYH�D�VWURQJHU�LQFHQWLYH�WR�EHDU�V\VWHPDWLF�ULVN��LQ�WKH�KRSHV�RI�UHDOL]�

LQJ�KLJKHU�UDZ�UHWXUQV�� �:KLOH�ZH�FDQ�WHVW� WKH�ODWWHU�SUHGLFWLRQ�GLUHFWO\��ZH�FDQQRW�GLUHFWO\�RE�

VHUYH� WKH� LQSXWV� WR�JHQHUDWLQJ�DOSKD�� VXFK�DV� WKH�GROODU� LQYHVWPHQWV� LQ� WUDGLQJ� LQIUDVWUXFWXUH�RU�

VNLOOHG�SHUVRQQHO��QRU�FDQ�ZH�REVHUYH�WKH�LQFHQWLYH�VWUXFWXUHV�LQWHUQDO�WR�WKH�IXQG���:H�FDQ��KRZ�

HYHU��XVH�WKRVH�PHDVXUHV�RI�PXWXDO�IXQG�EHKDYLRU�IURP�WKH�OLWHUDWXUH�WKDW�KDYH�EHHQ�VKRZQ�WR�EH�

UREXVWO\�FRQVLVWHQW�ZLWK�IXQGV�VHHNLQJ�WR�JHQHUDWH�DOSKD���,Q�WKLV�VHFWLRQ��ZH�XVH�D�YDULHW\�RI�GDWD�

VRXUFHV�WR�WHVW�ERWK�SUHGLFWLRQV��

A.  Are Direct-sold Funds More Actively Managed? 

� ,Q� 7DEOH� ��� ZH� WHVW� IRU� GLIIHUHQFHV� LQ� ��IDFWRU� DOSKD�� WKH� UHWXUQ� JDS� PHDVXUH� RI�

.DFSHUF]\N��6LDOP��DQG�=KHQJ���������WKH�DFWLYH�VKDUH�PHDVXUH�RI�&UHPHUV�DQG�3HWDMLVWR���������

DQG� V\VWHPDWLF� ULVN�� �%HFDXVH�ZH� DUH� WHVWLQJ� IRU� HYLGHQFH� RI� GLIIHUHQWLDO� LQYHVWPHQWV� LQ� DFWLYH�

PDQDJHPHQW��ZH�H[FOXGH�LQGH[�IXQGV���

� $OO�RI�WKH�UHJUHVVLRQV�LQ�7DEOH���LQFOXGH�LQYHVWPHQW�VW\OH�E\�PRQWK�IL[HG�HIIHFWV��VR�WKDW�

HDFK�SHUIRUPDQFH�PHDVXUH�LV�UHODWLYH�WR�RWKHU�DFWLYHO\�PDQDJHG�IXQGV�ZLWK�WKH�VDPH�LQYHVWPHQW�

VW\OH��RSHUDWLQJ�LQ�WKH�VDPH�PRQWK���7KH�PDLQ�YDULDEOH�RI�LQWHUHVW�LV�D�GXPP\�YDULDEOH�LQGLFDWLQJ�
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WKDW�DW�OHDVW�����RI�WKH�IXQG¶V�71$�LV�GLVWULEXWHG�WKURXJK�WKH�GLUHFW�VROG�VHJPHQW��EURNHU�VROG�

IXQGV�DUH� WKH�RPLWWHG�FDWHJRU\�� �:H�DOVR� LQFOXGH� LQ�HDFK�UHJUHVVLRQ� WKH�VDPH�VHW�RI� IXQG�OHYHO�

FRQWUROV�DV�7DEOH����XQUHSRUWHG����)RU�H[DPSOH��ZH�LQFOXGH�WKH�QDWXUDO�ORJDULWKP�RI�IXQG�i¶V�71$�

LQ�PRQWK�t-1�WR�FRQWURO�IRU�WKH�IDFW�WKDW�WKH�FURVV�VHFWLRQDO�FRUUHODWLRQ�EHWZHHQ�IXQG�VL]H�DQG�IX�

WXUH�UHWXUQV�WHQGV�WR�EH�QHJDWLYH��&KHQ��+RQJ��+XDQJ��DQG�.XELN�����������$QG��ZH�LQFOXGH�WKH�

VWDQGDUG�GHYLDWLRQ�RI�QHW�IORZV�RYHU�WKH�SULRU����PRQWKV�WR�FRQWURO�IRU�WKH�IDFW�WKDW�PRUH�YRODWLOH�

LQYHVWRU�IORZV�PD\�EH�DVVRFLDWHG�ZLWK�ORZHU�SHUIRUPDQFH��(GHOHQ�����������6WDQGDUG�HUURUV�DUH�

FOXVWHUHG�RQ�ERWK�PXWXDO�IXQG�IDPLO\�DQG�PRQWK�� �3DQHO�$�FRQWDLQV�WKH�IXOO�VDPSOH�RI�DFWLYHO\�

PDQDJHG�IXQGV��ZKLOH�3DQHO�%�UHVWULFWV�WKH�VDPSOH�WR�VPDOO�FDS�JURZWK�IXQGV���7R�WKH�H[WHQW�WKDW�

SULFLQJ�RI�VPDOO�FDS�VWRFNV�LV�OHVV�HIILFLHQW�WKDQ�SULFLQJ�RI�ODUJH�FDS�VWRFNV��WKH�UHWXUQV�WR�LQYHVW�

LQJ�LQ�DFWLYH�PDQDJHPHQW�VKRXOG�EH�KLJKHU�DPRQJ�VPDOO�FDS�JURZWK�IXQGV���

&ROXPQ�����RI�7DEOH���VKRZV�WKDW�GLUHFW�VROG�IXQGV�HDUQ�KLJKHU�ULVN�DGMXVWHG��DIWHU�IHH�UH�

WXUQV�WKDQ�EURNHU�VROG�IXQGV���7KH�HVWLPDWHG�GLIIHUHQFH�LV�����EDVLV�SRLQWV�SHU�PRQWK��VWDWLVWLFDOO\�

VLJQLILFDQW�DW� WKH���SHUFHQW� OHYHO�� �3DQHO�%��KRZHYHU�� VKRZV�DQ�HYHQ�PRUH�GUDPDWLF�GLIIHUHQFH�

DPRQJ� VPDOO�FDS� JURZWK� IXQGV�� �:H� ILQG� WKDW� GLUHFW�VROG� VPDOO�FDS� JURZWK� IXQGV� RXWSHUIRUP�

WKHLU�EURNHU�VROG�SHHUV�E\������EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI����������7KH�IDFW�WKDW�GLUHFW�

VROG�IXQGV�HDUQ�UHODWLYHO\�KLJKHU�UHWXUQV�ZKHQ�LQYHVWLQJ�LQ�VPDOO�VWRFNV�LV�RXU�ILUVW�QHZ�SLHFH�RI�

HYLGHQFH�WKDW�GLUHFW�VROG�IXQGV�LQYHVW�PRUH�LQ�DFWLYH�PDQDJHPHQW�WKDQ�EURNHU�VROG�IXQGV���

� ,Q� FROXPQ� �����ZH� IRFXV� RQ� WKH� UHWXUQ� JDS�PHDVXUH� RI�.DFSHUF]\N�� 6LDOP�� DQG� =KHQJ�

��������ZKLFK�LV�WKH�GLIIHUHQFH�EHWZHHQ�IXQG�L¶V�DFWXDO�JURVV�UHWXUQ�DQG�WKH�JURVV�UHWXUQ�LPSOLHG�

E\�WKH�IXQG¶V�ODJJHG�UHSRUWHG�KROGLQJV���7KLV�PHDVXUH�FDSWXUHV�XQREVHUYDEOHV�VXFK�DV�WKH�YDOXH�

DGGHG�E\�VNLOOHG�PDQDJHUV�RU�IDYRUDEOH�,32�DOORFDWLRQV��RU�WKH�YDOXH�GHVWUR\HG�E\�SRRU�WUDGH�H[�

HFXWLRQV�RU�DJHQF\�FRVWV���:H�ILQG�WKDW�WKH�PDMRULW\�RI�WKH�GLIIHUHQFH�LQ�WKH�UHWXUQV�RI�GLUHFW�VROG�
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DQG�EURNHU�VROG�IXQGV�FDQ�EH�H[SODLQHG�E\�GLIIHUHQFHV�LQ�UHWXUQ�JDSV���:LWKLQ�WKH�IXOO�VDPSOH�RI�

DFWLYHO\�PDQDJHG�IXQGV��WKH�GLIIHUHQFH�LQ�WKH�UHWXUQ�JDSV�RI�GLUHFW�VROG�DQG�EURNHU�VROG�IXQGV�LV�

����EDVLV�SRLQWV�SHU�PRQWK�� �:LWKLQ�WKH�VXEVDPSOH�RI�VPDOO�FDS�JURZWK�IXQGV�� WKH�GLIIHUHQFH�LV�

�����EDVLV�SRLQWV�SHU�PRQWK���%RWK�GLIIHUHQFHV�DUH�VLJQLILFDQW�DW�WKH���SHUFHQW�OHYHO��

� ,Q� FROXPQ� �����ZH� IRFXV� RQ� WKH� DFWLYH� VKDUH�PHDVXUH� RI�&UHPHUV� DQG�3HWDMLVWR� ��������

ZKLFK�LV�WKH�IUDFWLRQ�RI�IXQG�i¶V�DVVHWV�WKDW�ZRXOG�QHHG�WR�EH�WUDGHG�WR�REWDLQ�D�SRUWIROLR�WKDW�PLU�

URUV�IXQG�i¶V�EHQFKPDUN���%HFDXVH�&UHPHUV�DQG�3HWDMLVWR�ILQG�HYLGHQFH�WKDW�IXQGV�WKDW�KDYH�ERWK�

KLJK�DFWLYH�VKDUH�DQG�KLJK�WUDFNLQJ�HUURU�RXWSHUIRUP�WKHLU�SHHUV�� WKH�GHSHQGHQW�YDULDEOH�LQ�FRO�

XPQ� ���� LV� D�GXPP\�YDULDEOH� WKDW� LGHQWLILHV� IXQGV�ZLWK�DERYH�PHGLDQ�PHDVXUHV�RI�ERWK�DFWLYH�

VKDUH�DQG�WUDFNLQJ�HUURU��ZKHUH�ZH�DOORZ�WKH�PHGLDQ�YDOXH�WR�YDU\�DFURVV�LQYHVWPHQW�REMHFWLYH�

\HDU� SDLUV������%HFDXVH� DFWLYH� VKDUH� DQG� WUDFNLQJ� HUURU� DUH� SRVLWLYHO\� FRUUHODWHG�� WKH� GHSHQGHQW�

YDULDEOH�HTXDOV�RQH�IRU������SHUFHQW�RI�WKH�IXQGV�LQ�WKH�IXOO�VDPSOH��DQG������SHUFHQW�RI�WKH�IXQGV�

LQ�WKH�VPDOO�FDS�JURZWK�IXQG�VDPSOH��

� :H�ILQG�VWURQJ�HYLGHQFH� WKDW�GLUHFW�VROG� IXQGV�DUH�PRUH�DFWLYHO\�PDQDJHG� WKDQ�EURNHU�

VROG�IXQGV���:LWKLQ�WKH�IXOO�VDPSOH��GLUHFW�VROG�IXQGV�DUH�����SHUFHQWDJH�SRLQWV��S�YDOXH�RI��������

PRUH�OLNHO\�WR�KDYH�DERYH�PHGLDQ�YDOXHV�RI�ERWK�DFWLYH�VKDUH�DQG�WUDFNLQJ�HUURU�WKDQ�EURNHU�VROG�

IXQGV�� � �:LWKLQ�WKH�VDPSOH�RI�VPDOO�FDS�JURZWK�IXQGV�� WKH�GLIIHUHQFH�JURZV�WR������SHUFHQWDJH�

SRLQWV��S�YDOXH�RI����������%RWK�GLIIHUHQFHV�DUH�HFRQRPLFDOO\�VLJQLILFDQW��VXJJHVWLQJ�WKDW�GLUHFW�

VROG�DFWLYHO\�PDQDJHG�IXQGV�DUH�PRUH�OLNHO\�WR�EH�VWRFN�SLFNHUV�WKDQ�WKHLU�EURNHU�VROG�SHHUV��

� ,Q�XQUHSRUWHG� UHJUHVVLRQV��ZH� UHVWULFW� WKH�VDPSOH� WR� IXQGV� IRU�ZKLFK�ZH�REVHUYH�0RUQ�

LQJVWDU� LQYHVWPHQW� VW\OHV��D�0RUQLQJVWDU� UDWLQJ��DQG�D�1$6'$4�WLFNHU�� �$OWKRXJK� WKHVH� ILOWHUV�

HOLPLQDWH�������RI�RXU�IXQG�PRQWK�REVHUYDWLRQV��WKH\�VHUYH�VHYHUDO�XVHIXO�SXUSRVHV���:KHQ�FRQ�

                                                           
���:H�WKDQN�&UHPHUV�DQG�3HWDMLVWR�IRU�PDNLQJ�WKHLU�DFWLYH�VKDUH�DQG�WUDFNLQJ�HUURU�PHDVXUHV�DYDLODEOH�IRU�GRZQORDG�
DW�ZZZ�SHWDMLVWR�QHW�GDWD�KWPO��
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VWUXFWLQJ� VW\OH�E\�PRQWK� IL[HG� HIIHFWV�� WKH� QLQH�0RUQLQJVWDU� LQYHVWPHQW� VW\OHV� DOORZ� IRU� ILQHU�

FRPSDULVRQ�JURXSV�WKDQ� WKH�VL[�6WDQGDUG�	�3RRU¶V�LQYHVWPHQW�VW\OHV�DYDLODEOH�LQ�&563�� �7KH\�

DOVR�PDNH� LW� HDVLHU� WR� LGHQWLI\� WKH� IXOO� VHW� RI� IXQGV� WKDW� LQYHVW� LQ� VPDOO� FDS� HTXLW\�� �0RVW� LP�

SRUWDQWO\�� UHTXLULQJ� WKDW� IXQG� i�KDV�D�0RUQLQJVWDU� UDWLQJ��ZKLFK�UHTXLUHV� WKDW� LW� LV�DW� OHDVW� WKUHH�

\HDUV�ROG��DQG�D�WLFNHU�KHOSV�WR�LQVXUH�WKDW�RXU�ILQGLQJV�DUH�QRW�EHLQJ�GULYHQ�E\�LQFXEDWLRQ�ELDV�

�(YDQV���������� �:LWKLQ�WKH�IXOO�VDPSOH�RI�IXQGV��GLIIHUHQFHV�LQ� UHWXUQV�DUH�VLPLODU�WR� WKRVH�UH�

SRUWHG�LQ�3DQHO�$���:LWKLQ�WKH�VDPSOH�RI�VPDOO�FDS�IXQGV��GLIIHUHQFHV�LQ�UHWXUQV�DUH�HYHQ�ODUJHU�

WKDQ�WKRVH�UHSRUWHG�LQ�3DQHO�%���7KH�GLIIHUHQFH�LQ�WKH���IDFWRU�DOSKDV�RI�GLUHFW�VROG�DQG�EURNHU�

VROG�IXQGV�LQFUHDVHV�IURP������WR������EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI���������DQG�WKH�GLIIHU�

HQFH�LQ�UHWXUQ�JDSV�LQFUHDVHV�IURP������WR������EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI���������

� ,Q�WKH�ODVW�FROXPQ�RI�7DEOH����ZH�WHVW�IRU�GLIIHUHQFHV�LQ�V\VWHPDWLF�ULVN���:H�PHDVXUH�VHQ�

VLWLYLW\� WR�V\VWHPDWLF� ULVN�DV� WKH�EHWD�RQ� WKH�PDUNHW�SRUWIROLR� LQ� WKH� VWDQGDUG�RQH�IDFWRU�PRGHO���

:H�ILQG�WKDW�GLUHFW�VROG�IXQGV�KDYH�ORZHU�EHWDV�WKDQ�EURNHU�VROG�IXQGV���7KH�GLIIHUHQFH�LV�������

ZLWKLQ�WKH�IXOO�VDPSOH��S�YDOXH�RI��������DQG�������ZLWKLQ�WKH�VDPSOH�RI�VPDOO�FDS�JURZWK�IXQGV�

�S�YDOXH�RI�����������%HFDXVH�IORZV�LQWR�EURNHU�VROG�IXQGV�DUH�PRUH�VHQVLWLYH�WR�UDZ�UHWXUQV��DQG�

EHFDXVH�KLJKHU�EHWDV�DUH�OLNHO\�WR�JHQHUDWH�KLJKHU�UDZ�UHWXUQV�� WKHVH�DFURVV�VHJPHQW�GLIIHUHQFHV�

LQ�EHWD�DUH�EURDGO\�FRQVLVWHQW�ZLWK�IXQGV�UHVSRQGLQJ�WR�WKH�LQFHQWLYHV�LPSOLHG�E\�LQYHVWRU�IORZV���

+RZHYHU��ZLWKLQ� WKH�VXEVDPSOH�RI� IXQGV�ZLWK�0RUQLQJVWDU�GDWD�DQG�D� WLFNHU��QHLWKHU�HVWLPDWHG�

GLIIHUHQFH�LQ�EHWD�LV�VWDWLVWLFDOO\�VLJQLILFDQW��VXJJHVWLQJ�WKDW�WKH�WLOW�WRZDUG�KLJKHU�EHWDV�LQ�WKH�IXOO�

VDPSOH�PLJKW�EH�GULYHQ�E\�WKH�LQFXEDWLRQ�RI�EURNHU�VROG�IXQGV��

� 7R�SURYLGH�DGGLWLRQDO�HYLGHQFH�WKDW�GLIIHUHQFHV�LQ�LQYHVWRU�SUHIHUHQFHV�GULYH�GLIIHUHQWLDO�

LQYHVWPHQWV� LQ� DFWLYH�PDQDJHPHQW�� ZH� H[SORLW� WZR� DGGLWLRQDO� VRXUFHV� RI� YDULDWLRQ� LQ� LQYHVWRU�

SUHIHUHQFHV�� � ,Q�3DQHO�&��ZH�UHVWULFW� WKH�VDPSOH�WR�GLUHFW�VROG�IXQGV�DQG�UHSODFH�WKH�GLUHFW�VROG�
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GXPP\�YDULDEOH�ZLWK�WKH�IUDFWLRQ�RI�IDPLO\�DVVHWV�WKDW�DUH�GLVWULEXWHG�LQ�WKH�GLUHFW�VROG�VHJPHQW���

%HFDXVH� IDPLOLHV� WHQG� WR� IRFXV� WKHLU�GLVWULEXWLRQ�RQ�D� VLQJOH� UHWDLO� VHJPHQW�� WKLV� IUDFWLRQ�KDV� D�

PHDQ�RI���������+RZHYHU��LW�DOVR�KDV�D�VWDQGDUG�GHYLDWLRQ�RI������DOORZLQJ�XV�WR�H[SORLW�YDULD�

WLRQ�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�GLUHFW�VROG�LQYHVWRUV�WR�IXQG�IDPLOLHV��

� :H�ILQG�WKDW�GLUHFW�VROG�IXQGV�RIIHUHG�E\�IDPLOLHV�PRUH�VTXDUHO\�IRFXVHG�RQ�VHUYLQJ�WKH�

GLUHFW�VROG�VHJPHQW�KDYH�KLJKHU�SHUIRUPDQFH�PHDVXUHV���$�RQH�VWDQGDUG�GHYLDWLRQ�LQFUHDVH�LQ�WKH�

IUDFWLRQ�RI�IDPLO\�DVVHWV�LQ�WKH�GLUHFW�VROG�VHJPHQW�LV�SUHGLFWHG�WR�LQFUHDVH�D�GLUHFW�VROG�IXQG¶V���

IDFWRU� DOSKD�E\� ���� EDVLV� SRLQWV� SHU�PRQWK�� UHWXUQ� JDS� E\� ���� EDVLV� SRLQWV� SHU�PRQWK�� DQG� WKH�

SUREDELOLW\� RI� KDYLQJ� DERYH�PHGLDQ� DFWLYH� VKDUH� DQG� WUDFNLQJ� HUURU� E\� ���� SHUFHQWDJH� SRLQWV��

HDFK�VLJQLILFDQW�DW�WKH�����OHYHO�RU�EHWWHU���,Q�FRQWUDVW��WKH�HIIHFW�RQ�EHWD�LV�QHLWKHU�HFRQRPLFDOO\�

QRU�VWDWLVWLFDOO\�VLJQLILFDQW���,Q�RWKHU�ZRUGV��RXU�ILQGLQJV�EDVHG�RQ�YDULDWLRQ�ZLWKLQ�WKH�GLUHFW�VROG�

VHJPHQW�DUH�EURDGO\�FRQVLVWHQW�ZLWK�RXU�ILQGLQJV�EDVHG�RQ�YDULDWLRQ�DFURVV�VHJPHQWV��

� $QRWKHU�SRWHQWLDO�VRXUFH�RI�YDULDWLRQ�LQ�LQYHVWRU�SUHIHUHQFHV�FRPHV�IURP�FKDQJHV�LQ�WKH�

GLVWULEXWLRQ�VWUDWHJLHV�RI�IXQG�IDPLOLHV�� �1R�IDPLOLHV�VZLWFK�IURP�EURNHU�VROG�GLVWULEXWLRQ�WR�GL�

UHFW�VROG�GLVWULEXWLRQ�GXULQJ�RXU�VDPSOH�SHULRG��EXW�WKUHH�IDPLOLHV�VZLWFK�IURP�GLUHFW�VROG�GLVWUL�

EXWLRQ� WR� EURNHU�VROG� GLVWULEXWLRQ�� &ROXPELD� )XQGV� DQG� 6FXGGHU� )XQGV� LQ� -DQXDU\� ������ DQG�

6WURQJ�)XQGV�LQ�-DQXDU\��������7KHVH�WKUHH�IDPLOLHV�PDQDJH����DFWLYHO\�PDQDJHG�GRPHVWLF�HTXL�

W\�IXQGV�LQ������DQG����IXQGV�LQ�������UHSUHVHQWLQJ�EHWZHHQ�����DQG�����SHUFHQW�RI�RXU�VDPSOH���

7R�EH�FRQVLVWHQW�ZLWK�RXU�HDUOLHU�HYLGHQFH��ZH�SUHGLFW�WKDW�IDPLOLHV�VZLWFKLQJ�LQWR�WKH�EURNHU�VROG�

VHJPHQW�ZLOO�LQWHUQDOL]H�WKHLU�ZHDNHU�LQFHQWLYH�WR�JHQHUDWH�DOSKD���:H�DOVR�SUHGLFW�WKDW�IDPLOLHV�

DUH�PRUH�OLNHO\�WR�OHDYH�WKH�GLUHFW�VROG�VHJPHQW�ZKHQ�WKH\�KDYH�XQGHUSHUIRUPHG�FRPSDUDEOH�GL�

UHFW�VROG�IXQGV��

� 7R� WHVW� WKHVH�SUHGLFWLRQV� LQ�3DQHO�'�ZH�UHSODFH� WKH�GLUHFW�VROG� IXQG�GXPP\�YDULDEOH� LQ�



� �� 

3DQHO�$�ZLWK�D�GXPP\�YDULDEOH� WKDW� LV�HTXDO� WR�RQH� LI� WKH�IXQG�LV�GLUHFW�VROG�GXULQJ� WKH�HQWLUH�

VDPSOH�SHULRG��VWDEOH�GLVWULEXWLRQ�����)RU�WKH�WKUHH�IDPLOLHV�WKDW�VZLWFK�GLVWULEXWLRQ��ZH�LQFOXGH�D�

GXPP\�YDULDEOH�WKDW�LV�HTXDO�WR�RQH�LQ�WKH�PRQWKV�EHIRUH�WKH�VZLWFK�WR�EURNHU�VROG��DQG�D�GXPP\�

YDULDEOH�WKDW�LV�HTXDO�WR�RQH�LQ�WKH�PRQWKV�GXULQJ�DQG�DIWHU�WKH�VZLWFK�WR�EURNHU�VROG���7R�WKH�H[�

WHQW� WKDW� IDPLOLHV� DUH� VORZ� WR� FKDQJH� WKHLU� LQYHVWPHQWV� LQ� DFWLYH�PDQDJHPHQW��ZH�DUH� OLNHO\� WR�

XQGHUHVWLPDWH�WKH�PDJQLWXGH�RI�WKHVH�FKDQJHV���'HVSLWH�WKLV�FDYHDW�DQG�RXU�PRGHVW�VDPSOH�VL]H��

RXU�ILQGLQJV�DUH�EURDGO\�FRQVLVWHQW�ZLWK�RXU�SUHGLFWLRQV���6ZLWFKHUV¶�IXQGV�KDYH�ORZHU�DOSKDV�DQG�

ORZHU�UHWXUQ�JDS�WKDQ�GLUHFW�VROG�IXQGV�DIWHU�WKH�IXQG�VZLWFKHV�WR�EURNHU�VROG���,Q�ERWK�FDVHV��ZH�

FDQ�UHMHFW�WKH�K\SRWKHVLV�WKDW�WKH�FRHIILFLHQW�RQ�WKH�SRVW�VZLWFK�GXPP\�YDULDEOH�LV�HTXDO�WR�WKH�

FRHIILFLHQW�RQ�WKH�GLUHFW�VROG�IXQGV�ZLWK�VWDEOH�GLVWULEXWLRQ�GXPP\�DW�WKH���SHUFHQW�OHYHO�� �3HU�

KDSV�KHOSLQJ�WR�H[SODLQ�ZK\�WKH\�VZLWFK�GLVWULEXWLRQ��VZLWFKHUV¶�IXQGV�DUH�DOVR�VLJQLILFDQWO\�OHVV�

DFWLYHO\�PDQDJHG�WKDQ�RWKHU�GLUHFW�VROG�IXQGV�EHIRUH�WKH�VZLWFK��ZLWK�KLJKHU�DYHUDJH�EHWDV���

B.  Are Families more Specialized by Investment Style in the Direct-sold Segment? 

0XWXDO�IXQG�IDPLOLHV�PXVW�GHFLGH�KRZ�PDQ\�GLVWLQFW�LQYHVWPHQW�VW\OHV�WR�RIIHU���0XWXDO�

IXQG�LQYHVWRUV�ZKR�YDOXH�³RQH�VWRS�VKRSSLQJ´�PD\�SUHIHU�WR�LQYHVW�ZLWK�D�ODUJH�IXQG�IDPLO\�WKDW�

RIIHUV�D�YDULHW\�RI�LQYHVWPHQW�VW\OHV�����2Q�WKH�RWKHU�KDQG��6LJJHONRZ���������0DVVD���������DQG�

&LFFRWHOOR�HW�DO���������VKRZ�HPSLULFDOO\�WKDW�LQYHVWRUV�SD\�IRU�WKLV�FRQYHQLHQFH�ZLWK�ORZHU�ULVN�

DGMXVWHG�UHWXUQV���0DVVD��������DUJXHV�WKDW�WKLV�ORZHU�SHUIRUPDQFH�DULVHV�IURP�GLVHFRQRPLHV�RI�

VFRSH�LQ�WKH�FR�SURGXFWLRQ�RI�IXQG�YDULHW\�DQG�IXQG�SHUIRUPDQFH�� VR�WKDW�IDPLOLHV�PXVW�FKRRVH�

ZKHWKHU�WR�WDUJHW�LQYHVWRUV�ZKR�YDOXH�YDULHW\�RU�LQYHVWRUV�ZKR�YDOXH�SHUIRUPDQFH��

*LYHQ� WKH�JUHDWHU� VHQVLWLYLW\�RI� LQYHVWRUV� LQ� WKH�GLUHFW�VROG� VHJPHQW� WR� ULVN�DGMXVWHG� UH�

WXUQV��ZH�H[SHFW�GLUHFW�VROG�IDPLOLHV�WR�RIIHU�D�QDUURZHU�UDQJH�RI�LQYHVWPHQW�VW\OHV���7R�WHVW�WKLV�

                                                           
���,QYHVWRUV�PLJKW�YDOXH�RQH�VWRS�VKRSSLQJ�GXH�WR�KLJK�SHUVRQDO�VHDUFK�FRVWV�RU�GXH�WR�DQ�XQFHUWDLQ�LQYHVWPHQW�KRUL�
]RQ�DQG�FRQVHTXHQW�GHVLUH�WR�WDNH�DGYDQWDJH�RI�WKH�RSWLRQ�WR�VZLWFK�IXQGV�ZLWKLQ�D�IDPLO\�DW�QR�H[SOLFLW�FRVW��
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SUHGLFWLRQ��ZH�XVH�GDWD�RQ�0RUQLQJVWDU�LQYHVWPHQW�VW\OHV�EHWZHHQ������DQG��������6SHFLILFDOO\��

ZH� FRPSDUH� WZR� PHDVXUHV� RI� VW\OH� VSHFLDOL]DWLRQ� IRU� GLUHFW�VROG� IDPLOLHV� YHUVXV� EURNHU�VROG�

IDPLOLHV��WKH�QXPEHU�RI�0RUQLQJVWDU�VW\OHV�RIIHUHG�E\�WKH�IDPLO\�DQG�WKH�SHUFHQWDJH�RI�DFWLYHO\�

PDQDJHG�DVVHWV�LQ�WKH�IDPLO\¶V�LQYHVWPHQW�VSHFLDOW\�����:H�UHSRUW�VWDWLVWLFV�LQ�7DEOH���IRU������

������DQG�VHSDUDWHO\�IRU�������WR�PDWFK�WKH�VDPSOH�SHULRG�RI�GDWD�DYDLODEOH�IRU�ODWHU�WHVWV���

)RU�HDFK�IDPLO\��ZH�GHILQH�LWV�LQYHVWPHQW�VSHFLDOW\�DV�WKH�0RUQLQJVWDU�FDWHJRU\�LQ�ZKLFK�

LW�PDQDJHV�WKH�PRVW�DVVHWV��DQG�FRPSXWH�WKH�SHUFHQWDJH�RI�DFWLYHO\�PDQDJHG�GRPHVWLF�HTXLW\�DV�

VHWV�LQ�WKLV�VSHFLDOW\�VW\OH���2Q�DYHUDJH�LQ�������GLUHFW�VROG�IDPLOLHV�KDYH�������RI�WKHLU�DFWLYHO\�

PDQDJHG� DVVHWV� LQYHVWHG� LQ� WKHLU� LQYHVWPHQW� VSHFLDOW\�0RUQLQJVWDU� FDWHJRU\� YHUVXV� ������ IRU�

EURNHU�VROG�IDPLOLHV��GLIIHUHQFHV�VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH���SHUFHQW�OHYHO��� �)XUWKHU��GLUHFW�

VROG�IDPLOLHV�RIIHU�IXQGV�LQ�����GLIIHUHQW�0RUQLQJVWDU�VW\OH�FDWHJRULHV��YHUVXV�����GLIIHUHQW�FDWH�

JRULHV�IRU�EURNHU�VROG�IDPLOLHV��GLIIHUHQFHV�VWDWLVWLFDOO\�VLJQLILFDQW�DW�WKH���SHUFHQW�OHYHO����5HF�

RJQL]LQJ� WKDW� ODUJHU� IXQG� IDPLOLHV� WHQG� WR�RIIHU�PRUH�VW\OHV�DQG�DUH� OHVV�FRQFHQWUDWHG�E\�VW\OH��

7DEOH���DOVR�UHSRUWV�FRPSDULVRQV�RI�WKH�IDPLO\�VW\OH�IRFXV�PHDVXUHV�DIWHU�FRQWUROOLQJ�IRU�IDPLO\�

VL]H���:H�ILQG�WKDW�LQ�ERWK������DQG�WKH�IXOO�VDPSOH�SHULRG��GLUHFW�VROG�IDPLOLHV�DUH�VLJQLILFDQWO\�

PRUH�VSHFLDOL]HG�E\�LQYHVWPHQW�VW\OH�WKDQ�EURNHU�VROG�IDPLOLHV���7KHVH�GLIIHUHQFHV�DUH�FRQVLVWHQW�

ZLWK�GLUHFW�VROG�IDPLOLHV�PDNLQJ�RUJDQL]DWLRQDO�GHFLVLRQV�WKDW�KHOS�WKHP�EHWWHU�FRPSHWH�IRU� LQ�

YHVWRUV�ZKR�YDOXH�DOSKD����

� )LQDOO\��ZH�WHVW�IRU�FKDQJHV�LQ�WKH�H[WHQW�RI�VSHFLDOL]DWLRQ�DPRQJ�WKH�WKUHH�IDPLOLHV�WKDW�

VZLWFK�IURP�GLUHFW�VROG�WR�EURNHU�VROG���,Q�FROXPQ������ZH�ILQG�WKDW�VZLWFKHUV�DUH�OHVV�FRQFHQWUDW�

HG�WKDQ�WKH�W\SLFDO�GLUHFW�VROG�IDPLO\�ERWK�EHIRUH�DQG�DIWHU�WKH�VZLWFK�WR�WKH�EURNHU�VROG�VHJPHQW�

�S�YDOXHV�RI�������DQG���������EXW�ZH�FDQQRW�UHMHFW�WKDW�WKH�FRHIILFLHQWV�DUH�HTXDO�EHIRUH�DQG�DI�

                                                           
���$Q�DOWHUQDWLYH�VXPPDU\�PHDVXUH�LV�D�+HUILQGDKO�LQGH[���:H�UHSRUW�WKH���RI�DFWLYHO\�PDQDJHG�DVVHWV�LQ�WKH�VSH�
FLDOW\�VW\OH�IRU�HDVH�RI�LQWHUSUHWDWLRQ��EXW�WHVWLQJ�IRU�GLIIHUHQFHV�LQ�+HUILQGDKO�LQGLFHV�OHDGV�WR�WKH�VDPH�LQIHUHQFHV��
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WHU�WKH�VZLWFK��S�YDOXH�RI����������,Q�FROXPQ������ZH�ILQG�WKDW�VZLWFKHUV�RIIHU�PRUH�VW\OHV�WKDQ�WKH�

W\SLFDO�GLUHFW�VROG�IDPLO\�ERWK�EHIRUH�DQG�DIWHU�WKH�VZLWFK��S�YDOXHV�RI�������DQG����������,Q�WKLV�

FDVH��ZH�FDQ�UHMHFW�WKDW�WKH�FRHIILFLHQWV�DUH�HTXDO�EHIRUH�DQG�DIWHU�WKH�VZLWFK��S�YDOXH�RI����������

,Q�RWKHU�ZRUGV��QRW�RQO\�GR�ZH�ILQG�WKDW�WKH�WKUHH�IDPLOLHV�WKDW�VZLWFK�PDUNHW�VHJPHQWV�DUH�OHVV�

VSHFLDOL]HG�WKDQ�WKH�W\SLFDO�GLUHFW�VROG�IDPLO\�EHIRUH�WKH�VZLWFK��EXW�ZH�DOVR�ILQG�VRPH�HYLGHQFH�

WKDW�WKHVH�IDPLOLHV�EHFRPH�HYHQ�OHVV�VSHFLDOL]HG�DIWHU�WKH�VZLWFK��

C.  Are Direct-sold Funds Less Likely to Outsource Portfolio Management? 

$�PXWXDO� IXQG� IDPLO\�FDQ�FKRRVH� WR�PDQDJH�D� IXQG¶V�SRUWIROLR� LQ�KRXVH��XVLQJ� LWV�RZQ�

HPSOR\HHV�DV�SRUWIROLR�PDQDJHUV��RU�LW�FDQ�FKRRVH�WR�RXWVRXUFH�SRUWIROLR�PDQDJHPHQW�WR�DQ�XQDI�

ILOLDWHG�DVVHW�PDQDJHPHQW�ILUP�YLD�D�VXEDGYLVRU\�FRQWUDFW���)RU�H[DPSOH��ZKLOH�WKH�-RKQ�+DQFRFN�

,,�9DOXH�)XQG� LV�PDUNHWHG�DQG�GLVWULEXWHG� WR� LQYHVWRUV�E\�-RKQ�+DQFRFN�� WKH�SRUWIROLR� LV�PDQ�

DJHG�E\�,QYHVFR��DQ�DVVHW�PDQDJHPHQW�ILUP�ZLWK�LWV�RZQ�EUDQG�RI�LQ�KRXVH�IXQGV���&KHQ��+RQJ��

DQG�.XELN� ������� ILQG� WKDW� VXEDGYLVHG� IXQGV� XQGHUSHUIRUP� LQ�KRXVH� IXQGV� E\� ��� WR� ��� EDVLV�

SRLQWV�SHU�\HDU��DQG�FRQFOXGH�WKDW�LW�LV�PRUH�GLIILFXOW�WR�H[WUDFW�HIIRUW�IURP�VXEDGYLVRUV�WKDQ�IURP�

LQ�KRXVH� PDQDJHUV�� � 'XRQJ� ������� DQG� &KXSULQLQ�� 0DVVD�� DQG� 6FKXPDFKHU� ������� ILQG� WKDW�

VXEDGYLVHG�IXQGV�XQGHUSHUIRUP�WKH�VXEDGYLVRU¶V�RZQ�EUDQG�RI�LQ�KRXVH�IXQGV�E\����WR�����EDVLV�

SRLQWV� SHU� \HDU�� DQG� FRQFOXGH� WKDW� WKH� XQGHUSHUIRUPDQFH� DULVHV� IURP� FURVV�VXEVLGL]DWLRQ�� � 5H�

JDUGOHVV�RI�WKH�PHFKDQLVP��WKH�IDFW�WKDW�VXEDGYLVHG�IXQGV�HDUQ�ORZHU�ULVN�DGMXVWHG�UHWXUQV�WKDQ�

WKHLU�SHHUV�VKRXOG�PDNH�VXEDGYLVRUV�OHVV�DWWUDFWLYH�WR�GLUHFW�VROG�IXQGV�WKDQ�WR�EURNHU�VROG�IXQGV���

:H�WHVW�WKLV�SUHGLFWLRQ��

7KH�6(&�UHTXLUHV�PXWXDO�IXQGV�WR�GLVFORVH�WR�LQYHVWRUV�ZKHWKHU�WKH�SRUWIROLR�LV�PDQDJHG�

E\�D�VXEDGYLVRU���7R�LGHQWLI\�WKH�VXEVHW�RI�DFWLYHO\�PDQDJHG�GRPHVWLF�HTXLW\�IXQGV�WKDW�KLUH��XQ�

DIILOLDWHG��VXEDGYLVRUV��ZH�FRQGXFW�WH[W�VHDUFKHV�RI�DOO�1���'�DQQXDO�UHSRUW�ILOLQJV�LQ�WKH�6(&¶V�



� �� 

('*$5�GDWDEDVH� LQ������ IRU�YDULDQWV�RI� WKH�ZRUG�µVXEDGYLVRU¶�RU�VXEDGYLVRU\¶����� ,Q�FROXPQV�

����DQG������RI�7DEOH����ZH�HVWLPDWH�OLQHDU�SUREDELOLW\�PRGHOV�SUHGLFWLQJ�ZKHWKHU�IXQG�i�HPSOR\V�

D� VXEDGYLVRU� LQ� ������ � :H� ILQG� WKDW� GLUHFW�VROG� IDPLOLHV� DUH� DERXW� KDOI� DV� OLNHO\� WR� KLUH�

VXEDGYLVRUV�DV�EURNHU�VROG�IDPLOLHV���6SHFLILFDOO\��DSSUR[LPDWHO\�����RI�EURNHU�VROG�IXQGV�KDYH�

D�VXEDGYLVRU�YHUVXV�DSSUR[LPDWHO\�����RI�GLUHFW�VROG�IXQGV��S�YDOXHV�RI�������DQG����������7KLV�

GLIIHUHQFH�LV�FRQVLVWHQW�ZLWK�GLUHFW�VROG�IDPLOLHV�EHLQJ�PRUH�OLNHO\�WR� UHFRJQL]H�WKH�DGYHUVH�HI�

IHFWV�RI�RXWVRXUFLQJ�RQ�PDQDJHU�LQFHQWLYHV�DQG�IXQG�SHUIRUPDQFH��DQG�EHLQJ�OHVV�ZLOOLQJ�WR�VDF�

ULILFH�SHUIRUPDQFH�LQ�RUGHU�WR�PHHW�RWKHU�IDPLO\�REMHFWLYHV��VXFK�DV�H[SDQGLQJ�IXQG�RIIHULQJV�WR�

LQFOXGH�LQYHVWPHQW�VW\OHV�RXWVLGH�RI�WKH�IDPLO\¶V�FXUUHQW�H[SHUWLVH��

D.  Do Direct-sold Funds Employ Managers With Different Educational Backgrounds? 

,Q�WKLV�VHFWLRQ��ZH�H[SORLW�GDWD�RQ�WKH�HGXFDWLRQDO�EDFNJURXQGV�RI�PXWXDO�IXQG�PDQDJHUV�

DFURVV�D�VDPSOH�RI�DFWLYHO\�PDQDJHG�GRPHVWLF�HTXLW\�PXWXDO�IXQGV�LQ��������2XU�PRWLYDWLRQ�LV�

&KHYDOLHU�DQG�(OOLVRQ
V��������ILQGLQJ�WKDW�PDQDJHUV�ZKR�DWWHQG�XQGHUJUDGXDWH�LQVWLWXWLRQV�ZLWK�

KLJKHU�DYHUDJH�VWXGHQW�6$7�VFRUHV�HDUQ�KLJKHU�ULVN�DGMXVWHG�UHWXUQV��VHH�DOVR�&KULVWRIIHUVHQ�DQG�

6DUNLVVLDQ� ������� DQG� /L�� =KDQJ�� DQG� =KRX� ��������� � 7R� WKH� H[WHQW� WKDW�PDQDJHUV� IURP� WKHVH�

VFKRROV�KDYH�JUHDWHU�DELOLW\�DQG�RU�SURIHVVLRQDO�QHWZRUNV��RU�EHWWHU�RXWVLGH�RSWLRQV���WKH\�VKRXOG�

FRVW�PRUH�IRU�PXWXDO�IXQG�IDPLOLHV�WR�KLUH�DQG�UHWDLQ���$W�WKH�VDPH�WLPH��WKHVH�PDQDJHUV�VKRXOG�

EH� WKH�PRVW� DWWUDFWLYH� WR� DFWLYHO\�PDQDJHG�PXWXDO� IXQGV�ZLWK�SHUIRUPDQFH�VHQVLWLYH� LQYHVWRUV��

OLNH� WKRVH� LQ� WKH� GLUHFW�VROG� VHJPHQW�� � 7KHVH� FRQVLGHUDWLRQV� OHDG� XV� WR� SUHGLFW� WKDW� GLUHFW�VROG�

IXQGV�ZLOO�EH�WKH�PRVW�OLNHO\�WR�HPSOR\�DQDO\VWV�DQG�PDQDJHUV�IURP�³EHWWHU´�XQGHUJUDGXDWH�LQVWL�

WXWLRQV�� �%HFDXVH�IDPLOLHV�KDYH�GLUHFW�FRQWURO�RQO\�RYHU�WKH�SRUWIROLR�PDQDJHU�DVVLJQHG�WR�WKHLU�

                                                           
�� �,Q� VRPH� FDVHV�� WKH� ILOLQJ� ZLOO� LGHQWLI\� WKDW� D� VXEDGYLVRU� PDQDJHV� WKH� SRUWIROLR�� EXW� DOVR� GLVFORVHV� WKDW� WKH�
VXEDGYLVRU�LV�DQ�DIILOLDWH�RI�WKH�IDPLO\��W\SLFDOO\�LQGLFDWLQJ�WKDW�WKH�VXEDGYLVRU\�ILUP�LV�OHJDOO\�D�VXEVLGLDU\��RU�KDV�D�
FRPPRQ�RZQHU���%HFDXVH�WKH�DIILOLDWHG�VXEDGYLVRU\�DJUHHPHQWV�GR�QRW�UHIOHFW�WKH�VDPH�HFRQRPLF�GHFLVLRQ�RU�PDUNHW�
IRUFHV�GHVFULEHG�DERYH��ZH�IRFXV�RXU�DQDO\VLV�RQ�WKH�VDPSOH�RI�XQDIILOLDWHG�VXEDGYLVRUV���:H�ILQG�WKDW������RI�$'(�
IXQGV�RQ�&563�LQ������DUH�VXEDGYLVHG�E\�DQ�DIILOLDWH��
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LQ�KRXVH�IXQGV��ZH�H[FOXGH�VXEDGYLVHG�IXQGV�IURP�RXU�WHVWV���

:H�SRVVHVV�0RUQLQJVWDU�GDWD�RQ� WKH�HGXFDWLRQDO�EDFNJURXQGV�RI�����DFWLYHO\�PDQDJHG�

GRPHVWLF�HTXLW\�LQ�KRXVH�IXQG�PDQDJHUV�ZRUNLQJ�LQ����������7KHVH�PDQDJHUV�DWWHQGHG�����GLI�

IHUHQW�XQGHUJUDGXDWH�LQVWLWXWLRQV���2I�WKH�����VFKRROV�ORFDWHG�LQ�WKH�8QLWHG�6WDWHV��ZH�DUH�DEOH�WR�

REWDLQ�DFFHSWDQFH�UDWHV�IRU������DQG�WKH�LQWHUTXDUWLOH�UDQJH�RI�VWXGHQW�PDWK�6$7�VFRUHV�IRU�������

2XU� VRXUFH� IRU� WKHVH� GDWD� LV� WKH�8�6��'HSDUWPHQW� RI�(GXFDWLRQ�1DWLRQDO�&HQWHU� IRU�(GXFDWLRQ�

6WDWLVWLFV�&ROOHJH�1DYLJDWRU�ZHEVLWH���%HFDXVH�WKHVH�GDWD�UHIOHFW�VWXGHQW�FKDUDFWHULVWLFV�LQ�������

RXU�PDLQWDLQHG�DVVXPSWLRQ� LV� WKDW�DFFHSWDQFH�UDWHV�DQG�6$7�VFRUHV�KDYH�EHHQ�UHODWLYHO\�VWDEOH�

RYHU� WLPH�� �:H�FRQVWUXFW� WKUHH�GXPP\�YDULDEOH�SUR[LHV�IRU�PDQDJHU�DELOLW\�� �7KH�ILUVW�GXPP\�

YDULDEOH�LGHQWLILHV�LI�WKH�PDQDJHU�KDV�DQ�XQGHUJUDGXDWH�GHJUHH�IURP�RQH�RI�WKH����FROOHJHV�DQG�

XQLYHUVLWLHV�ZLWK� WKH� ORZHVW� DFFHSWDQFH� UDWHV�ZLWKLQ� RXU� VDPSOH� �UDQJLQJ� IURP� ���� SHUFHQW� IRU�

+DUYDUG�WR������SHUFHQW�IRU�1RWUH�'DPH����7R�FDSWXUH�WKH�TXDQWLWDWLYH�QDWXUH�RI�SRUWIROLR�PDQ�

DJHPHQW��WKH�RWKHU�WZR�GXPP\�YDULDEOHV�LQGLFDWH�ZKHWKHU�WKH�PDQDJHU¶V�GHJUHH�LV�IURP�D�VFKRRO�

ZLWK�D�PLG�SRLQW�PDWK�6$7�VFRUH�LQ�WKH�WRS�TXDUWLOH��DERYH������RU�WKH�ERWWRP�TXDUWLOH��EHORZ�

�����RI�WKH�VFKRROV�LQ�RXU�VDPSOH���

:H�WHVW�RXU�SUHGLFWLRQ�LQ�7DEOH�����7KH�XQLW�RI�REVHUYDWLRQ�LV�DFWLYHO\�PDQDJHG�GRPHVWLF�

HTXLW\�IXQG�i�LQ��������)RU�IXQGV�ZLWK�PXOWLSOH�QDPHG�PDQDJHUV��ZH�HTXDOO\�ZHLJKW�RXU�SUR[LHV�

IRU�PDQDJHU�VNLOO���)RU�H[DPSOH��WKH�GHSHQGHQW�YDULDEOH�LQ�FROXPQV�����DQG�����LV�WKH�IUDFWLRQ�RI�

PDQDJHUV�ZKR�DWWHQGHG�D�WRS����XQGHUJUDGXDWH�LQVWLWXWLRQ���%HFDXVH�ODUJHU�IDPLOLHV�PD\�KDYH�WKH�

VFDOH�UHTXLUHG�WR�KLUH�EHWWHU�PDQDJHUV��ZH�UHSRUW�VSHFLILFDWLRQV�WKDW�FRQWURO�IRU�WKH�QDWXUDO�ORJ�RI�

IDPLO\�DVVHWV�XQGHU�PDQDJHPHQW���:H�FOXVWHU�VWDQGDUG�HUURUV�RQ�PXWXDO�IXQG�IDPLO\����

:KLOH�ZH�HVWLPDWH� WKDW�GLUHFW�VROG� IXQGV�DUH�PRUH� OLNHO\� WR�KLUH�PDQDJHUV�ZLWK�GHJUHHV�

                                                           
���&RKHQ��)UD]]LQL��DQG�0DOOR\��������XVH�WKHVH�GDWD�WR�VWXG\�FRQQHFWLRQV�EHWZHHQ�PXWXDO�IXQG�PDQDJHUV�DQG�WKH�
ERDUG�PHPEHUV�RI�WKH�ILUPV�LQ�ZKLFK�WKH\�LQYHVW���:H�WKDQN�WKHP�IRU�VKDULQJ�WKHLU�GDWD�IRU�������
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IURP�WKH����PRVW�VHOHFWLYH�LQVWLWXWLRQV�UHODWLYH�WR�EURNHU�VROG�IXQG��WKH�GLIIHUHQFH�LV�QRW�VLJQLIL�

FDQWO\�GLIIHUHQW� IURP�]HUR� �S�YDOXH�RI��������� �+RZHYHU��ZH�GR� ILQG� WKDW�GLUHFW�VROG� IXQGV�DUH�

VLJQLILFDQWO\�PRUH�OLNHO\�WR�HPSOR\�PDQDJHUV�IURP�WRS�TXDUWLOH�PDWK�6$7�VFKRROV�������SHUFHQW�

YHUVXV� ����� SHUFHQW�� S�YDOXH� RI� �������� DQG� VLJQLILFDQWO\� OHVV� OLNHO\� WR� HPSOR\�PDQDJHUV� IURP�

ERWWRP�TXDUWLOH�PDWK�6$7�VFKRROV������SHUFHQW�YHUVXV������SHUFHQW��S�YDOXH�RI�����������:KLOH�

ZH�UHFRJQL]H�WKDW�WKHVH�VFKRRO�OHYHO�PHDVXUHV�DUH�QRLV\�SUR[LHV�IRU�GLIIHUHQFHV�LQ�PDQDJHU�DELO�

LW\��RXU�ILQGLQJV�DUH�QHYHUWKHOHVV�FRQVLVWHQW�ZLWK�IXQGV�LQ�WKH�GLUHFW�VROG�VHJPHQW�LQYHVWLQJ�PRUH�

LQ�VNLOOHG�SRUWIROLR�PDQDJHUV���,QIHUHQFHV�DUH�XQFKDQJHG�ZKHQ�ZH�FRQWURO�IRU�IDPLO\�VL]H��

� (GXFDWLRQDO� GDWD� DOVR� DOORZ� XV� WR� H[SORUH� ZKHWKHU� DYHUDJH� GLIIHUHQFHV� LQ� PDUNHW� ULVN�

DFURVV�VHJPHQWV�DUH�UHODWHG�WR�DYHUDJH�GLIIHUHQFHV�LQ�PDQDJHU�HGXFDWLRQ�� �:KHQ�&KHYDOLHU�DQG�

(OOLVRQ��������VWXG\�WKH�LPSDFW�RI�0%$�GHJUHHV�RQ�IXQG�SHUIRUPDQFH��WKH\�FRQFOXGH�WKDW�³WKH�

KLJKHU�UHWXUQV�DFKLHYHG�E\�0%$V�DUH�HQWLUHO\�DWWULEXWDEOH�WR�WKHLU�JUHDWHU�KROGLQJV�RI�V\VWHPDWLF�

ULVN´��S���������)XUWKHUPRUH��/L�HW�DO���������ILQG�QR�UHODWLRQ�EHWZHHQ�D�KHGJH�IXQG¶V�DOSKD�DQG�

ZKHWKHU� LWV� PDQDJHU� KDV� DQ� 0%$� GHJUHH�� � %HFDXVH� GLUHFW�VROG� IXQG� IORZ� UHVSRQGV� WR� ULVN�

DGMXVWHG� UHWXUQV�� LI�PDQDJHUV�ZLWK�0%$�GHJUHHV� DUH�PRUH� H[SHQVLYH� WR�KLUH��GLUHFW�VROG� IXQGV�

VKRXOG�EH�OHVV�OLNHO\�WR�KLUH�WKHP���,QGHHG��ZH�ILQG�WKDW�IXQGV�LQ�WKH�GLUHFW�VROG�VHJPHQW�DUH�OHVV�

OLNHO\� WR� KLUH�PDQDJHUV�ZLWK�0%$V� ������ SHUFHQW� YHUVXV� ����� SHUFHQW�� S�YDOXH� RI� �������� DQG�

PRUH�OLNHO\�WR�KLUH�PDQDJHUV�ZLWK�DQ�DGYDQFHG�GHJUHH�RWKHU�WKDQ�DQ�0%$��VXFK�DV�D�3K�'��RU�-'�

������SHUFHQW�YHUVXV������SHUFHQW��S�YDOXH�RI���������� 

IV. There is no Puzzle of Active Management in the Direct-sold Segment  

� :H�FRQFOXGH�RXU�HPSLULFDO�DQDO\VLV�E\�GRFXPHQWLQJ�WKDW�WKH�SHUVLVWHQW�XQGHUSHUIRUPDQFH�

RI�DFWLYHO\�PDQDJHG�IXQGV�LV�GULYHQ�E\�EURNHU�VROG�IXQGV��ZKLFK�IDFH��DQG�LQWHUQDOL]H��D�ZHDNHU�

LQFHQWLYH�WR�JHQHUDWH�DOSKD���7KH�GHSHQGHQW�YDULDEOH�LQ�HDFK�UHJUHVVLRQ�LQ�7DEOH���LV�IXQG�i
V�IRXU�

IDFWRU�DOSKD�LQ�PRQWK� t���$V�LQ�RXU�HDUOLHU�UHWXUQ�UHJUHVVLRQV��ZH�LQFOXGH�D�VHSDUDWH�IL[HG�HIIHFW�
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IRU� HDFK� LQYHVWPHQW�REMHFWLYH�PRQWK�SDLU�� DQG�ZH�FOXVWHU� VWDQGDUG� HUURUV�RQ�ERWK�PRQWK� t� DQG�

PXWXDO�IXQG�IDPLO\�j��

� :H�EHJLQ�ZLWK� D�SRROHG� UHJUHVVLRQ� WKDW� LJQRUHV� WKH�GLVWLQFWLRQ�EHWZHHQ�GLUHFW�VROG� DQG�

EURNHU�VROG�IXQGV���7KH�LQGHSHQGHQW�YDULDEOH�RI�LQWHUHVW�LV�D�GXPP\�YDULDEOH�LQGLFDWLQJ�ZKHWKHU�

IXQG�i�LV�DQ�LQGH[�IXQG���7R�WKH�H[WHQW�WKDW�DFWLYHO\�PDQDJHG�IXQGV�HDUQ�WKH�VDPH�ULVN�DGMXVWHG��

DIWHU�IHH�UHWXUQV�DV�LQGH[�IXQGV��WKH�FRHIILFLHQW�RQ�WKH�LQGH[�IXQG�GXPP\�YDULDEOH�ZLOO�EH�]HUR���

7KLV�LV�WKH�HTXLOLEULXP�FRQGLWLRQ�LPSOLHG�E\�*URVVPDQ�DQG�6WLJOLW]��������DQG�%HUN�DQG�*UHHQ�

�������� � ,Q�FRQWUDVW��ZH� ILQG� WKDW� LQGH[� IXQGV�RXWSHUIRUP�DFWLYHO\�PDQDJHG� IXQGV�E\�����EDVLV�

SRLQWV�SHU�PRQWK��S�YDOXH�RI����������7KH�LPSOLHG�XQGHUSHUIRUPDQFH�RI����EDVLV�SRLQWV�SHU�\HDU�

LV�VOLJKWO\�KLJKHU�WKDQ�WKH����EDVLV�SRLQWV�HVWLPDWHG�E\�*UXEHU��������DQG�WKH����EDVLV�SRLQWV�HV�

WLPDWHG�E\�)UHQFK���������EXW�TXLWH�FORVH�WR�WKH����EDVLV�SRLQW�DYHUDJH�GLIIHUHQFH�LQ�H[SHQVH�UD�

WLRV�ZLWKLQ�RXU�VDPSOH���7KHUHIRUH��ZKHQ�ZH�LJQRUH�KHWHURJHQHLW\�LQ�WKH�EXQGOHV�RI�QRQ�SRUWIROLR�

PDQDJHPHQW�VHUYLFHV�WKDW�UHWDLO�LQYHVWRUV�UHFHLYH��DFWLYHO\�PDQDJHG�IXQGV�DSSHDU�XQDEOH�WR�HDUQ�

EDFN�DQ\�RI�WKHLU�LQFUHPHQWDO�IHHV²D�ILQGLQJ�WKDW�LV�FRQVLVWHQW�ZLWK�0DONLHO���������

� /LPLWLQJ�WKH�VDPSOH�WR�D�VLQJOH�PDUNHW�VHJPHQW�DOORZV�XV�WR�KROG�FRQVWDQW�WKH�EXQGOH�RI�

QRQ�SRUWIROLR�PDQDJHPHQW� VHUYLFHV� WKDW� UHWDLO� LQYHVWRUV� UHFHLYH�� �:H� VWDUW�ZLWK� WKH� GLUHFW�VROG�

VHJPHQW��ZKHUH�GLIIHUHQFHV�LQ�WKH�IHHV�FKDUJHG�E\�DFWLYHO\�PDQDJHG�DQG�LQGH[�IXQGV�DUH�OLNHO\�WR�

UHIOHFW�GLIIHUHQWLDO�LQYHVWPHQWV�LQ�DFWLYH�PDQDJHPHQW���,Q�FROXPQ������WKH�LQGH[�IXQG�GXPP\�YDU�

LDEOH�PHDVXUHV� WKH� UHWXUQV� RI� GLUHFW�VROG� LQGH[� IXQGV� UHODWLYH� WR� GLUHFW�VROG� DFWLYHO\�PDQDJHG�

IXQGV�ZLWK�WKH�VDPH�LQYHVWPHQW�REMHFWLYH�LQ�WKH�VDPH�PRQWK���7KH�HYLGHQFH�WKDW�DFWLYHO\�PDQ�

DJHG� IXQGV� XQGHUSHUIRUP� LQGH[� IXQGV� LV� ZHDN�� � 7KH� HVWLPDWHG� FRHIILFLHQW� RQ� WKH� LQGH[� IXQG�

GXPP\�YDULDEOH�LV�VWDWLVWLFDOO\�LQGLVWLQJXLVKDEOH�IURP�]HUR��S�YDOXH�RI����������$QG��WKH�HVWLPDW�

HG�XQGHUSHUIRUPDQFH�RI�����EDVLV�SRLQWV�SHU�PRQWK�LV�PXFK�VPDOOHU�WKDQ�WKH�����EDVLV�SRLQW�SHU�
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PRQWK�GLIIHUHQFH� LPSOLHG�E\� WKH�KLJKHU�DYHUDJH�H[SHQVH�UDWLRV�RI�DFWLYHO\�PDQDJHG� IXQGV��QRW�

UHSRUWHG����,Q�RWKHU�ZRUGV��WKH�DYHUDJH�GLUHFW�VROG�DFWLYHO\�PDQDJHG�IXQG�DSSHDUV�WR�HDUQ�EDFN�LWV�

LQYHVWPHQW�LQ�DFWLYH�PDQDJHPHQW��MXVW�DV�WKH�PRGHOV�LQ�*URVVPDQ�DQG�6WLJOLW]��������DQG�%HUN�

DQG�*UHHQ��������SUHGLFW����

� 7KH�HYLGHQFH�RI�XQGHUSHUIRUPDQFH�LV�GLIIHUHQW�ZKHQ�ZH�UHVWULFW�WKH�VDPSOH�WR�WKH�EURNHU�

VROG� VHJPHQW�� � ,Q� FROXPQ� ����� DPRQJ� IXQGV� WKDW� EXQGOH� LQYHVWPHQWV� LQ� SRUWIROLR�PDQDJHPHQW�

ZLWK�LQYHVWPHQWV�LQ�EURNHU�VHUYLFHV��DFWLYH�IXQGV�XQGHUSHUIRUP�E\�����EDVLV�SRLQWV�SHU�PRQWK��S�

YDOXH�RI����������,QWHUHVWLQJO\��WKH�HVWLPDWHG�XQGHUSHUIRUPDQFH�LV�HYHQ�ODUJHU�WKDQ�WKH�����EDVLV�

SRLQWV�SHU�PRQWK�GLIIHUHQFH� LQ� DYHUDJH�H[SHQVH� UDWLRV�� MXVW� DV� LQ�0DONLHO� �������DQG�*LO�%D]R�

DQG�5XL]�9HUGX� �������� �7R� WKH� H[WHQW� WKDW� EURNHU�VROG� IXQGV� DUH� LQYHVWLQJ� WKHLU�PDQDJHPHQW�

IHHV� LQ� DFWLYH� PDQDJHPHQW�� WKH\� DUH� GRLQJ� VR� OHVV� VXFFHVVIXOO\� WKDQ� FRPSDUDEOH� GLUHFW�VROG�

IXQGV�����+RZHYHU��WR�WKH�H[WHQW�WKDW�EURNHU�VROG�IXQGV�DUH�LQVWHDG�XVLQJ�WKHLU�PDQDJHPHQW�IHHV�

WR�SD\�IRU�GLVWULEXWLRQ��ZH�VKRXOG�QRW�EH�VXUSULVHG�WKDW�KLJKHU�IHHV�GUDJ�GRZQ�DIWHU�IHH�UHWXUQV��

� 1RWH�WKDW�WKHVH�DFURVV�VHJPHQW�SHUIRUPDQFH�GLIIHUHQFHV�DUH�UREXVW�WR�DOWHUQDWLYH�VSHFLIL�

FDWLRQV��UHSRUWHG� LQ� WKH�DSSHQGL[��� �:KHQ�ZH�HVWLPDWH�VHSDUDWH�)DPD�0DF%HWK�UHJUHVVLRQV�IRU�

HDFK�PDUNHW�VHJPHQW��WKH�HVWLPDWHG�XQGHUSHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�UHODWLYH�WR�LQ�

GH[�IXQGV�LV�����EDVLV�SRLQWV�SHU�PRQWK�LQ�WKH�GLUHFW�VROG�VHJPHQW��S�YDOXH�RI��������YHUVXV������

EDVLV�SRLQWV�SHU�PRQWK�LQ�WKH�EURNHU�VROG�VHJPHQW��S�YDOXH�RI����������:KHQ�ZH�UHVWULFW�WKH�VDP�

SOH� WR� IXQGV�ZLWK� WLFNHUV��0RUQLQJVWDU� UDWLQJV�� DQG�0RUQLQJVWDU� LQYHVWPHQW� REMHFWLYHV� �ZKLFK�

OLPLWV� WKH� VDPSOH� SHULRG� WR� ������������ WKH� HVWLPDWHG� XQGHUSHUIRUPDQFH� RI� DFWLYHO\�PDQDJHG�

IXQGV�LV�����EDVLV�SRLQWV�SHU�PRQWK�LQ�WKH�GLUHFW�VROG�VHJPHQW��S�YDOXH�RI��������YHUVXV������ED�

                                                           
���,Q� WKH� %HUN� DQG�*UHHQ� �������PRGHO�� WKH� VPDOOHU� IXQGV� RI� OHVV�VNLOOHG� PDQDJHUV� HDUQ� WKH� VDPH� DIWHU�IHH� ULVN�
DGMXVWHG�UHWXUQV�DV�WKH�ODUJHU�IXQGV�RI�PRUH�VNLOOHG�PDQDJHUV���,QWHUHVWLQJO\��EURNHU�VROG�IXQGV�KDYH�ORZHU�DYHUDJH�
SHUIRUPDQFH� GHVSLWH� KDYLQJ�� RQ� DYHUDJH�� IHZHU� DVVHWV� XQGHU�PDQDJHPHQW� WKDQ� GLUHFW�VROG� IXQGV�� � 7KHUHIRUH�� RQH�
LQWHUSUHWDWLRQ�IRU�WKH�XQGHUSHUIRUPDQFH�LV�WKDW��EHFDXVH�IORZV�LQWR�EURNHU�VROG�IXQGV�UHVSRQG�WR�FKDUDFWHULVWLFV�RWKHU�
WKDQ�DOSKD��EURNHU�VROG�IXQGV�PDQDJH�PRUH�DVVHWV�WKDW�WKH\�VKRXOG��JLYHQ�WKH�VNLOOV�RI�WKHLU�PDQDJHUV��
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VLV�SRLQWV�SHU�PRQWK�LQ�WKH�EURNHU�VROG�VHJPHQW��S�YDOXH�RI���������

� ,Q�WKH�UHPDLQLQJ�FROXPQV�RI�7DEOH����ZH�HVWLPDWH�SRROHG�UHJUHVVLRQV�WKDW�GLVWLQJXLVK�EH�

WZHHQ�DFWLYHO\�DQG�SDVVLYHO\�PDQDJHG�IXQGV�DYDLODEOH�LQ� WKH�WZR�PDUNHW�VHJPHQWV�� �([FOXGLQJ�

IXQG�OHYHO� FRQWURO� YDULDEOHV�� WKH� HVWLPDWHG� FRHIILFLHQWV� RQ� WKH� WKUHH� GXPP\� YDULDEOHV�PHDVXUH�

DYHUDJH�ULVN�DGMXVWHG��DIWHU�IHH�SHUIRUPDQFH�UHODWLYH�WR�WKH�DYHUDJH�EURNHU�VROG�DFWLYHO\�PDQDJHG�

IXQG��ZKLFK�LV�WKH�RPLWWHG�FDWHJRU\����� ,Q�FROXPQ������ZH�VHH�WKDW�GLUHFW�VROG�DFWLYHO\�PDQDJHG�

IXQGV�RXWSHUIRUP�DFWLYHO\�PDQDJHG�EURNHU�VROG�IXQGV�E\�����EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI�

�������� �0RUHRYHU�� WKH�SHUIRUPDQFH�RI�GLUHFW�VROG�DFWLYHO\�PDQDJHG�IXQGV�LV�VWDWLVWLFDOO\�LQGLV�

WLQJXLVKDEOH� IURP� WKDW� RI� WKH� LQGH[� IXQGV� DYDLODEOH� LQ� ERWK� VHJPHQWV�� � )LQDOO\�� LQ� FROXPQ� �����

ZKHQ�ZH�FRQWURO�IRU�WKH�IXOO�VHW�RI�IXQG�FKDUDFWHULVWLFV��ZH�ILQG�WKDW�GLUHFW�VROG�DFWLYHO\�PDQDJHG�

IXQGV�RXWSHUIRUP�EURNHU�VROG�DFWLYHO\�PDQDJHG�IXQGV�E\�����EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI�

���������:H�HYHQ�ILQG�PLOG�VXSSRUW�IRU�GLUHFW�VROG�DFWLYHO\�PDQDJHG�IXQGV�RXWSHUIRUPLQJ�GLUHFW�

VROG�LQGH[�IXQGV��S�YDOXH�RI��������DQG�EURNHU�VROG�LQGH[�IXQGV��S�YDOXH�RI����������,Q�FRQWUDVW��

ZH�ILQG�QR�SHUIRUPDQFH�GLIIHUHQFHV�EHWZHHQ�EURNHU�VROG�DFWLYHO\�PDQDJHG�IXQGV�DQG�DQ\�RI�WKH�

LQGH[�IXQGV���7KH�LPSOLFDWLRQ�LV�WKDW�EURNHU�VROG�DFWLYHO\�PDQDJHG�IXQGV�HDUQ�WKH�DYHUDJH�DIWHU�

IHH�DOSKDV�RQH�ZRXOG�H[SHFW�JLYHQ� WKHLU� �KLJK�� IHHV�DQG�RWKHU� IXQG�FKDUDFWHULVWLFV��ZKHUHDV�GL�

UHFW�VROG�DFWLYHO\�PDQDJHG�IXQGV�VLJQLILFDQWO\�RXWSHUIRUP�� �

V. Conclusion 

� :KLOH�PRVW�PXWXDO�IXQG�VWXGLHV�LPSOLFLWO\�DVVXPH�D�KRPRJHQHRXV�SURGXFW�PDUNHW�VHUY�

LQJ�KRPRJHQHRXV�LQYHVWRUV��ZH�GHPRQVWUDWH�WKDW�WKH�UHWDLO�PXWXDO�IXQG�PDUNHW�LV�PRUH�DFFXUDWHO\�

GHVFULEHG�DV�D�VHJPHQWHG�PDUNHW�FDWHULQJ�WR�WZR�GLVWLQFW�W\SHV�RI�LQYHVWRUV���2QH�VHJPHQW�VHUYHV�

VHOI�GLUHFWHG� LQYHVWRUV� IRFXVHG� RQ� PD[LPL]LQJ� DIWHU�IHH� ULVN�DGMXVWHG� SHUIRUPDQFH�� ZKLOH� WKH�

RWKHU� VHJPHQW�FDWHUV� WR� LQYHVWRUV�ZKR�DUH�XQFRPIRUWDEOH�PDNLQJ� LQYHVWPHQW�GHFLVLRQV�ZLWKRXW�
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WKH�DGYLFH�RI�WKHLU�EURNHU���7KH�DFURVV�VHJPHQW�GLIIHUHQFHV�LQ�LQYHVWRU�DQG�IXQG�EHKDYLRU�WKDW�ZH�

GRFXPHQW�DOORZ�XV�WR�VKHG�QHZ�OLJKW�RQ�ERWK�WKH�XQGHUSHUIRUPDQFH�RI�WKH�DYHUDJH�DFWLYHO\�PDQ�

DJHG�UHWDLO�PXWXDO�IXQG�DQG�WKH�FRQWLQXLQJ�GHPDQG�E\�UHWDLO�LQYHVWRUV�IRU�DFWLYH�PDQDJHPHQW��

� 7KH�GLUHFW�VROG�VHJPHQW�UHVHPEOHV�WKH�ZRUOG�RI�%HUN�DQG�*UHHQ����������,QYHVWRU�GROODUV�

IORZ� WR�GLUHFW�VROG� IXQGV�ZLWK�KLJKHU�DIWHU�IHH�DOSKDV��GLUHFW�VROG� IXQGV� UHVSRQG� WR� WKHVH� IORZ�

EDVHG�LQFHQWLYHV�E\�PDNLQJ�D�ZLGH�YDULHW\�RI�RSHUDWLRQDO�GHFLVLRQV�VKRZQ�WR�LQFUHDVH�DOSKD��DQG�

WKHUH� LV� OLWWOH�HYLGHQFH� WKDW�DFWLYHO\�PDQDJHG�IXQGV�XQGHUSHUIRUP�LQGH[�IXQGV�� �7KHVH�ILQGLQJV�

XQGHUVFRUH� WKH� QHHG� IRU� PXWXDO� IXQG� UHVHDUFKHUV� WR� WDNH� PXWXDO� IXQG� LQFHQWLYHV� LQWR� DFFRXQW�

ZKHQ�VWXG\LQJ�PXWXDO�IXQG�SHUIRUPDQFH���,Q�SDUWLFXODU��HVWLPDWHV�EDVHG�RQ�WKH�IXOO�FURVV�VHFWLRQ�

RI�PXWXDO� IXQGV�PD\� OHDG�UHVHDUFKHUV� WR�RYHUVWDWH�ERWK� WKH�HIILFLHQF\�RI� ILQDQFLDO�PDUNHWV�DQG�

WKH� GHDGZHLJKW� FRVWV� RI� DFWLYH� PDQDJHPHQW�� � ,Q� DGGLWLRQ�� EHFDXVH� GLUHFW�VROG� IXQGV� KDYH� WKH�

VWURQJHVW�LQFHQWLYH�WR�KLUH�DQG�LQFHQWLYL]H�VNLOOHG�PDQDJHUV��WHVWV�IRU�PDQDJHU�VNLOO�ZLOO�EH�PRVW�

SRZHUIXO�ZKHQ�WKH\�IRFXV�RQ�WKH�GLUHFW�VROG�VHJPHQW�� �

7KH�IDFW�WKDW�XQGHUSHUIRUPDQFH�LV�OLPLWHG�WR�WKH�EURNHU�VROG�VHJPHQW�KHOSV�WR�UDWLRQDOL]H�

GHPDQG�IRU�DFWLYH�PDQDJHPHQW�LQ�WKH�GLUHFW�VROG�VHJPHQW���%XW��LW�EHJV�WKH�TXHVWLRQ�RI�ZK\�YLU�

WXDOO\�DOO�WKH�DVVHWV�LQ�WKH�EURNHU�VROG�VHJPHQW�UHPDLQ�DFWLYHO\�PDQDJHG���6LQFH�UHWDLO�LQYHVWRUV�

ZKR�VHHN�LQYHVWPHQW�DGYLFH�IURP�EURNHUV�DUH�OLNHO\�LJQRUDQW�RI�WKH�XQGHUSHUIRUPDQFH��EHLQJ�WKH�

CGLVDGYDQWDJHG¶�LQYHVWRUV�LQ�*UXEHU����������WKH�TXHVWLRQ�EHFRPHV�ZK\�EURNHUV�FRQWLQXH�WR�UHF�

RPPHQG�WKDW�WKHLU�FOLHQWV�LQYHVW�LQ�EURNHU�VROG�DFWLYHO\�PDQDJHG�IXQGV��ZKLFK�SURYLGH�WKH�VDPH�

EXQGOH� RI� SRUWIROLR�PDQDJHPHQW� DQG� DGYLFH� DV� EURNHU�VROG� LQGH[� IXQGV�� EXW� HDUQ� VLJQLILFDQWO\�

ORZHU�DIWHU�IHH� UHWXUQV�� �)LQGLQJV� IURP�D�EXUJHRQLQJ� OLWHUDWXUH� VXJJHVW� WKDW� WKH�PRVW� OLNHO\�DQ�
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VZHU� LV� DQ�DJHQF\�FRQIOLFW�EHWZHHQ�EURNHUV�DQG� WKHLU�FOLHQWV�����+RZHYHU��JLYHQ� WKH�GLVFRPIRUW�

WKDW�PDQ\� LQYHVWRUV� UHSRUWHGO\� IDFH�PDNLQJ� ILQDQFLDO� GHFLVLRQV� DQG� EHDULQJ� ULVN�� LW� LV� XQFOHDU�

ZKHWKHU�FOLHQWV�ZRXOG�EH�EHWWHU�RII�LQYHVWLQJ�ZLWKRXW�WKHLU�EURNHUV���5HJDUGOHVV��RXU�ILQGLQJV�LP�

SO\� WKDW� WKH�GHPDQG� IRU� LQYHVWPHQW� DGYLFH� IURP�EURNHUV� LV� EHLQJ� WUDQVIRUPHG� LQWR�GHPDQG� IRU�

XQGHUSHUIRUPLQJ�DFWLYHO\�PDQDJHG� IXQGV�� �*DLQLQJ�D�PRUH�FRPSOHWH�XQGHUVWDQGLQJ�RI� LQYHVWRU�

ZHOIDUH�XQGHU�GLIIHUHQW�PRGHOV�RI�EURNHU�FRPSHQVDWLRQ�LV�DQ�LPSRUWDQW�JRDO�IRU�IXWXUH�UHVHDUFK��

                                                           
���6HH� &KULVWRIIHUVHQ�� (YDQV�� DQG� 0XVWR� �������� &KDOPHUV� DQG� 5HXWHU� �������� 0XOODLQDWKDQ�� 1|WK�� DQG� 6FKRDU�
��������DQG�$QDJRO��&ROH��DQG�6DUNDU��������IRU�HPSLULFDO�HYLGHQFH��DQG�*HQQDLROL��6KOHLIHU��DQG�9LVKQ\��������DQG�
,QGHUVW�DQG�2WWDYLDQL��������IRU�WKHRUHWLFDO�PRGHOV�RI�WKH�LPSDFW�RI�EURNHUV�DQG�EXQGOHG�DGYLFH�RQ�LQYHVWRU�ZHOIDUH� 
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Appendix 

,Q�7DEOH�$��ZH�UHSOLFDWH�WKH�VXPPDU\�VWDWLVWLFV�UHSRUWHG�LQ�7DEOH����H[FHSW�WKDW�ZH�DGG�

WKH�LQVWLWXWLRQDO�VHJPHQW���:H�FODVVLI\�D�IXQG�DV�EHLQJ�LQVWLWXWLRQDO�ZKHQ�DW�OHDVW�����RI�LWV�DV�

VHWV� DUH� VROG� WKURXJK� VKDUH� FODVVHV� IRFXVHG� RQ� WKDW� VHJPHQW�� � &ROOHFWLYHO\�� LQVWLWXWLRQDO� IXQGV�

PDQDJH�D�UHODWLYHO\�VPDOO������RI�WKH�DVVHWV�LQYHVWHG�LQ�QRQVSHFLDOL]HG�GRPHVWLF�HTXLW\���1RWD�

EO\��������RI�LQVWLWXWLRQDO�DVVHWV�DUH�LQYHVWHG�LQ�SDVVLYH�LQGH[�IXQGV��DQG�ERWK�DFWLYHO\�PDQDJHG�

DQG�LQGH[�LQVWLWXWLRQDO�IXQGV�KDYH�WKH�ORZHVW�DYHUDJH�H[SHQVH�UDWLR�RI�WKH�WKUHH�VHJPHQWV��

:H�DOVR�LQFOXGH�WKH�LQVWLWXWLRQDO�VHJPHQW�LQ�WKH�SDQHO�UHJUHVVLRQV�RI�7DEOH�$��WKDW�UHSOL�

FDWHV�WKH�UHJUHVVLRQ�RI�IXQG�IORZ�RQ�SDVW�SHUIRUPDQFH�PHDVXUHV�UHSRUWHG�LQ�7DEOH�����7KH�WDEOH�

DOVR�UHSRUWV�WKH�FRHIILFLHQWV�RQ�WKH�FRQWURO�YDULDEOHV�WKDW�ZHUH�LQFOXGHG�EXW�XQUHSRUWHG�LQ�7DEOH�����

,Q�FROXPQ�����ZH�ILQG�WKDW�IXQG�IORZV�LQ�WKH�LQVWLWXWLRQDO�VHJPHQW�DSSHDU�WR�EHKDYH�VLPLODUO\�WR�

EURNHU�VROG�IXQGV�LQ�WKDW�WKH\�DUH�VLJQLILFDQWO\�UHODWHG�WR�ODJJHG�UDZ�UHWXUQV��DQG�LQVLJQLILFDQWO\�

UHODWHG�WR�ULVN�DGMXVWHG�UHWXUQV���/LNH�EURNHU�VROG�IXQGV��WKH�FRHIILFLHQW�RQ�ULVN�DGMXVWHG�UHWXUQV�LV�

VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�FRHIILFLHQW�LQ�WKH�GLUHFW�VROG�VHJPHQW��S�YDOXH�RI����������1RQH�RI�

RXU�HDUOLHU�LQIHUHQFHV�RQ�WKH�EURNHU�VROG�DQG�GLUHFW�VROG�VHJPHQWV�FKDQJH��

,Q�7DEOH�$���ZH�UHSRUW�WKH�UHVXOWV�RI�UHJUHVVLRQV�LQWHQGHG�WR�PDWFK�WKH�VSHFLILFDWLRQ�UH�

SRUWHG�LQ�7DEOH���RI�%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR���������ZKHUH�WKH\�WHVW�IRU�GLIIHUHQFHV�

LQ�UHWXUQ�FKDVLQJ�EHKDYLRU�DFURVV�WKH�EURNHU�VROG�DQG�GLUHFW�VROG�VHJPHQWV���7KH\�UHJUHVV�IORZV�

LQ�FDOHQGDU�\HDU�t�RQ�UDZ�UHWXUQV�LQ�FDOHQGDU�\HDU�t DQG�FDOHQGDU�\HDU�t-1��DQG�ILQG�WKDW�WKH�VHQVL�

WLYLW\�RI�IORZV�WR�UDZ�UHWXUQV�LV�VLPLODU�LQ�ERWK�VHJPHQWV���7KHLU�HYLGHQFH�LV�QRW�GLUHFWO\�FRPSD�

UDEOH�WR�RXUV�EHFDXVH�WKH\�UHSRUW�UHVXOWV�EDVHG�RQ�DQQXDO�IORZV�DQG�GR�QRW�LQFOXGH�ULVN�DGMXVWHG�

SHUIRUPDQFH�PHDVXUHV�LQ�WKHLU�UHJUHVVLRQV���6SHFLILFDWLRQV�����DQG�����DUH�LQWHQGHG�WR�PDWFK�WKHLU�

VSHFLILFDWLRQ�DV� FORVHO\� DV�SRVVLEOH��ZKHUH� WKH\� VHSDUDWHO\� HVWLPDWH� IORZ�VHQVLWLYLW\� WR�SRVLWLYH�

SHUIRUPDQFH�� �:KHQ�ZH�FRQWURO�RQO\�IRU�UDZ�UHWXUQV� LQ�VSHFLILFDWLRQV�����DQG������ZH�DOVR�ILQG�



�

WKDW�WKH�VHQVLWLYLW\�RI�IORZV�WR�UDZ�UHWXUQV�LV�VLPLODU�LQ�WKH�GLUHFW�VROG�DQG�EURNHU�VROG�VHJPHQWV���

:KHQ�ZH�VLPXOWDQHRXVO\�FRQWURO�IRU�UDZ�UHWXUQV�DQG���IDFWRU�DOSKDV�LQ�VSHFLILFDWLRQV�����DQG������

KRZHYHU��ZH�ILQG�WKDW�VHQVLWLYLW\�RI�IORZV�WR���IDFWRU�DOSKDV�LV�OLPLWHG�WR�WKH�GLUHFW�VROG�VHJPHQW���

1RWH�WKDW�ZKLOH�WKH�HVWLPDWHG�VHQVLWLYLW\�RI�IORZV�WR�DOSKD�LQ�WKH�GLUHFW�VROG�VHJPHQW�WHQGV�WR�EH�

KLJKHU�WKDQ�WKH�HVWLPDWHG�VHQVLWLYLW\�RI�IORZV�WR�UDZ�UHWXUQV�LQ�WKH�EURNHU�VROG�VHJPHQW��ZH�FDQ�

QRW� UHMHFW�%HUJVWUHVVHU��&KDOPHUV��DQG�7XIDQR¶V� ILQGLQJ� WKDW� WKH�RYHUDOO� WHQGHQF\� WR�FKDVH�SDVW�

UHWXUQV�LV�DW�OHDVW�DV�VWURQJ�LQ�WKH�EURNHU�VROG�VHJPHQW���7KLV�LV�EHFDXVH�D�RQH�VWDQGDUG�GHYLDWLRQ�

LQFUHDVH� LQ���IDFWRU�DOSKD� �������� LV� VPDOOHU� WKDQ�D�RQH�VWDQGDUG�GHYLDWLRQ� LQFUHDVH� LQ� UDZ� UH�

WXUQV�����������

7DEOH�$��UHSOLFDWHV�7DEOH����H[FHSW�WKDW�ZH�LQFOXGH�LQVWLWXWLRQDO�IXQGV��DQG�LQFOXGH�LQ�WKH�

UHJUHVVLRQ�D�GXPP\�YDULDEOH�HTXDO�WR�RQH�LI�WKH�IXQG�LV�LQVWLWXWLRQDO���7KH�RPLWWHG�GXPP\�LV�WKH�

LQGLFDWRU�YDULDEOH�IRU�EURNHU�VROG�IXQGV���:H�DOVR�UHSRUW�WKH�FRHIILFLHQWV�RQ�WKH�FRQWURO�YDULDEOHV�

WKDW�ZHUH�LQFOXGHG�EXW�XQUHSRUWHG�LQ�7DEOH�����1RQH�RI�RXU�LQIHUHQFHV�RQ�WKH�EURNHU�VROG�DQG�GL�

UHFW�VROG�VHJPHQWV�FKDQJH���5HJDUGLQJ�WKH�LQVWLWXWLRQDO�VHJPHQW��ZH�ILQG�WKDW�DFWLYH�VKDUH�LV�VLJ�

QLILFDQWO\�ORZHU�WKDQ�LQ�WKH�EURNHU�VROG�VHJPHQW���%RWK���IDFWRU�DOSKD�DQG�DFWLYH�VKDUH�DUH�VLJQLI�

LFDQWO\�KLJKHU�LQ�WKH�GLUHFW�VROG�VHJPHQW�UHODWLYH�WR�WKH�LQVWLWXWLRQDO�VHJPHQW��S�YDOXH� ������LQ�

ERWK�FDVHV���ZKLOH�UHWXUQ�JDS�DQG���IDFWRU�EHWD�DUH�QRW�VLJQLILFDQWO\�GLIIHUHQW�DFURVV�WKH�WZR�VHJ�

PHQWV��

7DEOH�$��UHSOLFDWHV�7DEOH���3DQHOV�$�DQG�%��H[FHSW�WKDW�ZH�UHVWULFW�WKH�VDPSOH�WR�IXQGV�

ZLWK�D�WLFNHU��0RUQLQJVWDU�UDWLQJ��ZKLFK�HQVXUHV�WKH�IXQG�LV�DW�OHDVW�WKUHH�\HDUV�ROG���DQG�0RUQ�

LQJVWDU�LQYHVWPHQW�REMHFWLYH���7KLV�ILOWHU�HOLPLQDWHV�������RI�RXU�IXQG�PRQWK�REVHUYDWLRQV��SUL�

PDULO\�EHFDXVH�LW�OLPLWV�RXU�VDPSOH�SHULRG�WR�������������7KLV�VSHFLILFDWLRQ�LV�LQWHQGHG�WR�VKRZ�

WKDW�RXU�UHVXOWV�DUH�QRW�GULYHQ�E\�LQFXEDWLRQ�ELDV��(YDQV�����������7KH�UHVXOWV�DUH�VLPLODU�WR�WKRVH�
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RI�3DQHOV�$�DQG�%�RI�7DEOH����ZLWK�RQO\�D�IHZ�H[FHSWLRQV���,Q�3DQHO�%��ZLWKLQ�WKH�VDPSOH�RI�VPDOO�

FDS� IXQGV�� WKH� GLIIHUHQFH� LQ� WKH� ��IDFWRU� DOSKDV� RI� GLUHFW�VROG� DQG� EURNHU�VROG� IXQGV� LQFUHDVHV�

IURP������WR������EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI���������DQG�WKH�GLIIHUHQFH�LQ�UHWXUQ�JDSV�LQ�

FUHDVHV�IURP������WR������EDVLV�SRLQWV�SHU�PRQWK��S�YDOXH�RI����������2Q�WKH�RWKHU�KDQG��ZH�GR�

QRW� ILQG� WKDW� WKH� RQH�IDFWRU� EHWDV� RI� GLUHFW�VROG� IXQGV� DUH� VLJQLILFDQWO\� GLIIHUHQW� IURP� WKRVH� RI�

EURNHU�VROG� IXQGV�� �7KLV� VXJJHVWV� WKDW� WKH� WLOW� WRZDUG�KLJKHU� EHWDV� LQ� WKH� IXOO� VDPSOH�PLJKW� EH�

GULYHQ�E\�WKH�LQFXEDWLRQ�RI�EURNHU�VROG�IXQGV��

7DEOH�$��UHSOLFDWHV�7DEOH����H[FHSW�WKDW�ZH�UHSRUW�LQ�FROXPQ�����WKH�UHVXOWV�RI�D�UHJUHV�

VLRQ�ZKHUH�ZH�UHVWULFW� WKH�VDPSOH�WR� LQVWLWXWLRQDO�IXQGV�� �:H�DOVR�UHSRUW� WKH�FRHIILFLHQWV�RQ�WKH�

FRQWURO�YDULDEOHV�WKDW�DUH�LQFOXGHG��EXW�QRW�UHSRUWHG��LQ�7DEOH�����7KH�GHSHQGHQW�YDULDEOH�LV�IXQG�

i
V�IRXU�IDFWRU�DOSKD�LQ�PRQWK�t��ZKLFK�ZH�HVWLPDWH�XVLQJ�IXQG�i¶V�DIWHU�IHH�UHWXUQV�RYHU�WKH�SULRU�

���PRQWKV���7KH�LQGHSHQGHQW�YDULDEOH�RI�LQWHUHVW�LV�D�GXPP\�YDULDEOH�LQGLFDWLQJ�ZKHWKHU�IXQG�L�

LV�DQ�LQGH[�IXQG���,Q�FROXPQ������ZH�ILQG�WKDW�WKH�HVWLPDWHG�GLIIHUHQFH�LQ�SHUIRUPDQFH�IRU�LQVWLWX�

WLRQDO�LQGH[�IXQGV�LV�VOLJKWO\�VPDOOHU�WKDQ�LQ�WKH�IXOO�VDPSOH������EDVLV�SRLQWV�SHU�PRQWK��EXW�DOVR�

VWDWLVWLFDOO\� LQGLVWLQJXLVKDEOH� IURP�]HUR� �S�YDOXH�RI��������� �:H�QRWH� WKDW� WKH�HVWLPDWHG�GLIIHU�

HQFH�LQ�ULVN�DGMXVWHG�DIWHU�IHH�UHWXUQV�LV�DOPRVW�H[DFWO\�HTXDO�WR�WKH�����EDVLV�SRLQW�GLIIHUHQFH�LQ�

IHHV���,Q�WKH�UHPDLQLQJ�FROXPQV�����DQG�����RI�7DEOH����ZH�SRRO�DOO�RI�WKH�REVHUYDWLRQV��EXW�GLV�

WLQJXLVK�EHWZHHQ�DFWLYHO\� DQG�SDVVLYHO\�PDQDJHG� IXQGV�DYDLODEOH� LQ� WKH� WKUHH�GLIIHUHQW�PDUNHW�

VHJPHQWV����

([FOXGLQJ�IXQG�OHYHO�FRQWURO�YDULDEOHV��WKH�HVWLPDWHG�FRHIILFLHQWV�RQ�WKH�ILYH�GXPP\�YDU�

LDEOHV�PHDVXUH� DYHUDJH� ULVN�DGMXVWHG�� DIWHU�IHH�SHUIRUPDQFH� UHODWLYH� WR� WKH�DYHUDJH�EURNHU�VROG�

DFWLYHO\�PDQDJHG�IXQG��ZKLFK�LV�WKH�RPLWWHG�FDWHJRU\����,Q�FROXPQ������ZH�VHH�WKDW�WKH�UHVXOWV�RQ�

GLUHFW�VROG�DFWLYHO\�PDQDJHG�IXQGV�UHODWLYH�WR�EURNHU�VROG�IXQGV�DUH�VLPLODU�WR�WKRVH�LQ�7DEOH�����
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,Q� FROXPQ� ����� WKH� SHUIRUPDQFH� RI� GLUHFW�VROG� DFWLYHO\�PDQDJHG� IXQGV� LV� VWDWLVWLFDOO\� LQGLVWLQ�

JXLVKDEOH�IURP�WKH�SHUIRUPDQFH�RI�WKH�LQGH[�IXQGV�DYDLODEOH�LQ�DOO�WKUHH�VHJPHQWV���,Q�DGGLWLRQ��

ZKLOH�ZH� HVWLPDWH� WKDW�EURNHU�VROG� DFWLYHO\�PDQDJHG� IXQGV�XQGHUSHUIRUP� LQVWLWXWLRQDO� DFWLYHO\�

PDQDJHG� IXQGV� E\� ���� EDVLV� SRLQWV� SHU� PRQWK�� WKLV� GLIIHUHQFH� LV� QRW� VLJQLILFDQW� �S�YDOXH� RI�

���������,Q�FROXPQ������ZH�LQFOXGH�FRQWURO�YDULDEOHV�DQG�ILQG�WKDW�LQIHUHQFHV�GR�QRW�FKDQJH�IURP�

7DEOH����

7DEOH� $�� UHSHDWV� WKH� DQDO\VLV� RI� 7DEOH� ��� EXW� XVLQJ� WKH� PHWKRGRORJ\� RI� )DPD� DQG�

0DF%HWK���������ZKLOH�7DEOH�$��UHVWULFWV�WKH�VDPSOH�WR�IXQGV�ZLWK�D�WLFNHU��0RUQLQJVWDU�UDWLQJ��

DQG�0RUQLQJVWDU�LQYHVWPHQW�REMHFWLYH���,Q�ERWK�WDEOHV��ZH�ILQG�VLPLODU�UHVXOWV�WR�WKRVH�LQ�7DEOH�����

,Q�7DEOH�$���WKH�HVWLPDWHG�XQGHUSHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�UHODWLYH�WR�LQGH[�IXQGV�

LV� ���� EDVLV� SRLQWV� SHU�PRQWK� LQ� WKH� GLUHFW�VROG� VHJPHQW� �S�YDOXH� RI� ������� YHUVXV� ����� EDVLV�

SRLQWV�SHU�PRQWK�LQ�WKH�EURNHU�VROG�VHJPHQW��S�YDOXH�RI����������,Q�7DEOH�$���WKH�HVWLPDWHG�XQ�

GHUSHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�LV�����EDVLV�SRLQWV�SHU�PRQWK�LQ�WKH�GLUHFW�VROG�VHJ�

PHQW��S�YDOXH�RI��������YHUVXV������EDVLV�SRLQWV�SHU�PRQWK�LQ�WKH�EURNHU�VROG�VHJPHQW��S�YDOXH�

RI����������7KH�RQH�H[FHSWLRQ�LV�LQ�FROXPQ�����RI�7DEOH�$���ZKHQ�ZH�HVWLPDWH�D�SRROHG�UHJUHV�

VLRQ��RQ���WKH�VPDOOHU�VDPSOH�RI�IXQGV�ZLWK�D�WLFNHU�DQG�0RUQLQJVWDU�GDWD���7KH�HVWLPDWHG�XQGHU�

SHUIRUPDQFH�RI�DFWLYHO\�PDQDJHG�IXQGV�UHODWLYH�WR�LQGH[�IXQGV�PDWFKHV�WKH�HVWLPDWH�RI�����EDVLV�

SRLQWV�SHU�PRQWK�LQ�7DEOH�$���EXW�LV�QRW�VWDWLVWLFDOO\�VLJQLILFDQW��S�YDOXH�RI���������
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