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Abstract

We use industry data to investigate how the crowding of an equity space develops due to

the portfolio construction process in the equity asset management sector. We find crowding

can be reduced by slightly altering the risk management process. We also find that crowding

in the financial system could be lower if the distribution of risk model usage amongst portfolio

managers was more diversified.

JEL Classification: G0, G01, G02, G11

Key Words: Risk management, crowding, herding, crowded spaces,copycat trading, quantitative

equity portfolio management, optimal portfolios

∗We would like to thank Sikai Wang for research assistance. We would especially like to thank Stephen Ross, Frank
Fabozzi, Francis Longstaff, Robert Whitelaw, and Dan deBartolomeo for their comments and David Card, Rowilma
del Castillo, and Chris Paciorek and the Econometrics laboratory at UC Berkeley for making this research possible.
We would like to thank Gabriel Baracat, Mark Carhart, Matt Dixon, Steve Gaudett, Ralph Goldsticker, Steve
McQueen, Steve Greiner, Paul Intrevado, Jeff Hamrick, Christopher Martin, Terence Parr, Deborah Berebichez, Zach
Shockley, Shamin Parikh, Joseph Lieto, Vikas Kalra, Jose Menchero, Chris Martin, Daehwan Kim, David Uminsky,
Michael Chigirinskiy, Saurabh Harsh, Thomas Grossman, Steve Dyer, Dessislava Pachamanova, Manuel Tarrazo,
Fabio Moneta, Joseph Losonczy, Chris Canova, and an anonymous referee. We also thank the Western Economic
Association International conference participants. Ludwig Chincarini, CFA, Ph.D., is an Associate professor of finance
at the University of San Francisco School of Management, University of San Francisco, School of Management,
101 Howard Street, San Francisco, CA 94105. Email: chincarinil@hotmail.com or lbchincarini@usfca.edu.

Phone: 703-585-0336. Website: www.ludwigbc.com. Salvatore Bruno, Chief Investment Officer, IndexIQ, 800
Westchester Avenue, Suite N-611, Rye Brook, New York, 10573. Email: sbruno@IndexIQ.com Phone: 914-697-4962,
Fax 914-697-4995 Frank Ohara, Professor of Finance at the University of San Francisco School of Management,
University of San Francisco, School of Management, 101 Howard Street, San Francisco, CA 94105.



Download English Version:

https://daneshyari.com/en/article/7360526

Download Persian Version:

https://daneshyari.com/article/7360526

Daneshyari.com

https://daneshyari.com/en/article/7360526
https://daneshyari.com/article/7360526
https://daneshyari.com

