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Abstract

We examine the performance of mutual funds whose managers simultaneously manage
portfolios with performance-based incentive fees for three account types:imutual funds, hedge
funds, and separate accounts. Importantly, our data set is free of/selection bias because it is
hand-collected from mandatory SEC filings. We find that only funds“whose managers also
manage hedge funds significantly underperform peer mutual funds. Moreover, underperformance
begins only after fund managers begin to manage a hedge fund. We find that managerial
incentives and opportunities for cross-subsidization explain variation in underperformance across
funds, supporting the conflicts of interest hypothesisS™in the debate on “side-by-side
management.”

JEL Classification: G23, G28, G11

!Lundquist College of Business, 1208/University/of Oregon, Eugene, OR 97403, Tel: 541 346 5179, Fax: 541 346
3341 Email: dianedg@uoregon.edu: Corresponding author.

’Rotterdam School of Managemént, Erasmus University, 3062 PA Rotterdam, The Netherlands, Tel: +31 10 408
9505, E-mail: egenc@rsml.nl

3College of Business Admirtistration, oyola Marymount University, 1 LMU Drive, Los Angeles, CA 90045. Tel:
310 338 7409, Email: hai.tran@Imu.edu

We would like to thank.our referee, Roger Edelen, for helpful comments that improved the paper substantially. We
thank Tom Nohel, Z. Jay:Wang, and Lu Zheng for providing us with the data on side-by-side management used in
their 2010 paper. We also thank Azi Ben-Rephael and Ryan Israelsen for providing us with a measure of trade
allocation practicessatthe investment advisory firm level, used in their forthcoming paper. We would like to thank
Dion Bongaerts, David Chambers, Chris Clifford, Will Gerken, Ro Gutierrez, Russell Jame, Yigitcan Karabulut,
Aymen Karoui,.Vicky Lantushenko, Jongha Lim, Jonathan Reuter, Sara Shirley, Jeffrey Stark, Mathijs van Dijk,
Florian"Weigert, Youchang Wu, Lu Zheng, and seminar participants at the 2017 FMA Consortium on Institutional
Investing and Hedge Funds, the 2016 FMA meeting, the 2016 European Winter Finance Summit, the 2016 AFA
meetings; the 2015 Academy of Financial Services Annual Meeting, the 2015 Southern California Finance
Conference, the 2015 Southern Finance Association meetings, Erasmus University, HEC Montreal, Loyola
Marymount University, the University of California, Irvine, the University of Kentucky, and the University of
Oregon for helpful comments. We thank Giang Ho, Steve Liu, Ben Tan, Jingyun Yang, and especially Carl-
Emmanuel Coffie for excellent research assistance. Del Guercio gratefully acknowledges support from the Cameron
Center for Finance and Securities Analysis at the Lundquist College of Business. Geng gratefully acknowledges
financial support from Erasmus Research Institute of Management (ERIM).



Download English Version:

https://daneshyari.com/en/article/7361772

Download Persian Version:

https://daneshyari.com/article/7361772

Daneshyari.com


https://daneshyari.com/en/article/7361772
https://daneshyari.com/article/7361772
https://daneshyari.com

