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Abstract 

 

The academic literature has found mixed evidence that fund size is negatively related to 

performance. One reason for the lack of consensus may be that the fund size and performance 

relation is endogenous. In this paper, we identify a set of instrumental variables that influence 

fund size but are unrelated to expected fund performance. Using this specification, we show that 

fund size does not appear to affect fund performance.   
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1. Introduction 

Research has shown that, on average, fund managers appear unable to outperform passive 

fund benchmarks on a post-cost basis.
1
 Berk and Green (2004) argue that this is because funds 

                                                           
*
 Phillips: School of Accounting and Finance, University of Waterloo, 200 University Avenue West, Waterloo, 

Ontario, N2L 3G1, Canada, (519) 888 4567, brphilli@uwaterloo.ca; Pukthuanthong: Trulaske College of Business, 

University of Missouri, 403B Cornell Hall, Columbia, MO, 65244-2600, 619-807-6124, 

pukthuanthongk@missouri.edu and Rau: University of Cambridge, Trumpington Street, Cambridge CB2 1AG, UK, 

(44) (1223) 761 079, r.rau@jbs.cam.ac.uk. Phillips gratefully acknowledges financial support from the Social 

Sciences and Humanities Research Council of Canada Grant # 430-2013-0824 and the Robert Harding Research 

Leadership Fellowship. We would like to thank Joe Chen, Amit Goyal, Rick Green, Joe King, Alberto Manconi, 

Lorne Switzer, Raisa Velthuis, Jeff Wurgler, and seminar participants at the 2013 AIDEA Bicentenary Conference, 

the 2013 Financial Management Association Meetings, the 2014 Midwest Finance Association Meetings, the 2014 

European Finance Association Meetings, the 2015 Financial Management Association European Meetings, and the 

2015 Northern Finance Association Meetings for helpful comments. 



Download English Version:

https://daneshyari.com/en/article/7356675

Download Persian Version:

https://daneshyari.com/article/7356675

Daneshyari.com

https://daneshyari.com/en/article/7356675
https://daneshyari.com/article/7356675
https://daneshyari.com

