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By using a unique dataset of Finnish mutual funds and fund managers, we investigate whether manager 

ownership is related to fund performance. When we examine manager ownership measured as a per-

centage of the fund’s total assets, we find no relation between ownership and performance. This finding 

contradicts with US evidence. Further, when we employ ownership measured as a percentage of the 

manager’s taxable wealth, higher managerial ownership is associated with inferior, not superior fund 

performance. Fund managers invest in riskier funds but this does not pay off since higher risks are not 

compensated by higher returns. 
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1. intRoDuction

As a par� of �he increased� reg�la�ion of m���al f�nd� companies, �he SEC has la�ely p�� a lo� of 

effor� �o impro�e �he �ransparency of �he ind��s�ry in �he U.S. One of �he new reg�la�ions came 

effec�i�e on March 2005, since when all por�folio managers ha�e been req�ired� �o d�isclose how 

m�ch of �heir personal weal�h is in�es�ed� in �he f�nd�s �hey r�n. This informa�ion is p�blished� in 

�he f�nd�’s S�a�emen� of Ad�d�i�ional Informa�ion and� is a�ailable �o in�es�ors on req�es�. 

In �he U.S., �he new reg�la�ion was s�bjec� �o a broad� d�eba�e. There were a lo� of d�isc�ssion 

abo�� whe�her i� is �sef�l for an in�es�or �o know �he manager’s s�ake in �he f�nd� or d�oes �he 

informa�ion only �ell whe�her �he f�nd� makes sense for �he manager’s personal por�folio. Howe�er, 

accord�ing �o SEC1�� “ownership pro�id�es a d�irec� ind�ica�ion of manager’s alignmen� wi�h �he in�

�eres�s of sharehold�ers”, and� �h�s �he new reg�la�ion was implemen�ed� al�ho�gh many prac�i�ion�

ers were ini�ially agains� i�. 

In response �o �he new reg�la�ion, Khorana, Ser�aes and� Wed�ge (2007) s��d�ied� 1,406 U.S. 

m���al f�nd�s and� fo�nd� �ha� f���re risk�ad�j�s�ed� performance is posi�i�ely rela�ed� �o managerial 

ownership. Khorana e� al concl�d�ed� �ha� managerial ownership has “d�esirable incen�i�e align�

men� a��rib��es” for m���al f�nd� in�es�ors and� �he d�isclos�re of �his informa�ion is �sef�l in mak�

ing por�folio alloca�ion d�ecisions. 

Since �he ��nd�ings of Khorana e� al reached� �he p�blic, �he con�ersa�ion has remained� ac�i�e. 

One q�es�ion is for example �ha� if ownership is associa�ed� wi�h be��er performance, why so few 

f�nd� managemen� companies mand�a�e �heir managers �o own some of �he f�nd�. Ind�eed�, af�er �he 

new d�isclos�re req�iremen�s came effec�i�e – perhaps par�ially d��e �o �he p�blic press�re – many 

U.S. companies ha�e s�ar�ed� req�iring �heir managers �o ha�e ownership s�akes in �heir f�nd�s2. 

By �sing a �niq�e hand��collec�ed� d�a�ase� from �he Finnish marke� we pro�id�e f�r�her e�i�

d�ence on f�nd� manager ownership and� f�nd� performance. The Finnish d�a�ase� incl�d�es �he in�

forma�ion abo�� �he manager’s �axable �o�al ne� weal�h, no� only �he f�nd� ownership meas�red� 

as a percen�age of �he f�nd�’s �o�al asse�s. This kind� of informa�ion has no� been a�ailable in pre�i�

o�s s��d�ies. O�r d�a�ase� also employs �he exac� amo�n�s of f�nd� ownership ins�ead� of ownership 

ranges. In ad�d�i�ion, �he ownership incl�d�es no� only �he manager’s personal ownership, b�� also 

�he possible ownership of his/her (in�es�men�) company. F�r�her, o�r d�a�ase� incl�d�es �he informa�

�ion regard�ing all managerial ownership changes. 

When ownership is meas�red� as a percen�age of �he f�nd�’s �o�al asse�s �he res�l�s s�gges� 

�ha� no rela�ion exis�s be�ween ownership and� performance in �he Finnish marke�s. Howe�er, 

1 SEC R�le S7�12�04, Disclos�re regard�ing Por�folio Managers of Regis�ered� Managemen� In�es�men� companies 
2 “Ano�her way �o assess a m���al f�nd�; e�id�ence mo�n�s �ha� performance impro�es when managers in�es� in �heir 
own por�folios”, Eleanor Laise, Wall S�ree� Jo�rnal, J�l 26, 2006
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when ownership is meas�red� as a percen�age of �he manager’s �axable weal�h – �he primary 

ownership meas�re employed� in o�r s��d�y – �he res�l�s s�gges� �ha� higher managerial ownership 

ac��ally lead�s �o inferior, no� s�perior performance. More precisely, for e�ery ad�d�i�ional percen� 

�he manager’s personal in�es�men� comprises of his �axable ne� weal�h, �he f�nd�’s objec�i�e�ad��

j�s�ed� re��rn d�ecreases by 9–14 basis poin�s and� objec�i�e�ad�j�s�ed� Sharpe by 1–2 basis poin�s, 

d�epend�ing on �he mod�el speci��ca�ion. 

A par� of �he in�erse rela�ion be�ween ownership and� performance is explained� by �he fac� 

�ha� por�folio managers �end� �o hold� larger s�akes in f�nd�s which ha�e high �ola�ili�ies. Howe�er, 

�he ad�d�i�ional risk��aking d�oes no� seem �o pay off, since higher risks are no� compensa�ed� wi�h 

higher re��rns.

2. FunD manageR PeRFoRmance

Very few of �s – if any – are able �o say which f�nd�s will perform �he bes� in �he f���re. Firs�, gi�en 

�he large n�mber of m���al f�nd�s a�ailable and� �he exis�ence of searching cos�s, many in�es�ors 

seem �o acq�ire li��le knowled�ge abo�� �he f�nd�s �hey b�y [See for example Capon, Fi�zsimons 

and� Prince (1996)]. Th�s, while ad��er�ising and� med�ia presence play an impor�an� role in a��rac��

ing f�nd� flows in �he U.S. [See for example Sirri and� T�fano (1998), Gallaher, Kaniel and� S�arks 

(2006)], in Finland�, in�es�ors �al�e con�enience and� brand�, which res�l�s �o higher flows in�o 

bank�managed� m���al f�nd�s [Kn���ila, P���onen and� Smy�he (2006)]. 

Second�ly, al�ho�gh more sophis�ica�ed� in�es�ors look for �he �rad�i�ional performance meas�

�res – s�ch as f�nd�’s alpha – in selec�ing f�nd�s, �aking in�o acco�n� �ha� �hese meas�res are only 

ind�ica�ors of �he f�nd�’s pas� performance, i� is no� ob�io�s �ha� �his s�ra�egy yield�s any be��er re�

s�l�s �han �he more �nsophis�ica�ed� one; so far �he m�l�iple s��d�ies examining �he iss�e of per�

formance persis�ence ha�e reached� conflic�ing res�l�s [See for example Grinbla�� and� Ti�man 

(1992), Hend�ricks, Pa�el and� Zeckha�ser (1993), Brown and� Goe�zmann (1995) and� Carhar� 

(1997)]. 

If pas� performance is no� a reliable proxy for �he f�nd�’s f���re performance, is �here any 

meas�re �ha� in�es�ors co�ld� look for when selec�ing m���al f�nd�s? F�r�hermore, if no s�ch an 

ind�ica�or exis�s, can in�es�ors e�en rely �ha� �he f�nd� manager ac�s on �heir bes� behalf and� d�oes 

his bes� �o achie�e �he highes� possible performance for �he f�nd�? The only �hing we know is �ha� 

�he f�nd� manager bears �he responsibili�y of �he f�nd�’s re��rns and� �ha� his incen�i�es are likely 

�o affec� his beha�ior. 

Khorana e� al (2007) were �he ��rs� ones who ha�e s��d�ied� �he rela�ion be�ween por�folio 

manager ownership and� �he performance of �he f�nd�. They s��d�ied� 1,406 U.S. m���al f�nd�s and� 

��nd� �ha� while o�er half of �he managers d�o no� own any s�akes in �he f�nd�s �hey r�n, �he a�erage 
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manager hold�s a $97,000 ownership s�ake in his f�nd�. This in ��rn represen�s 0.04% of �he f�nd�’s 

asse�s �nd�er managemen�. Khorana e� al ��nd� �ha� for e�ery basis poin� of increase in managerial 

ownership, �he f�nd�’s performance increases be�ween 2.4 and� 5 basis poin�s d�epend�ing on �he 

mod�el speci��ca�ion. 

In ad�d�i�ion �o �he ��nd�ing �ha� f���re performance rela�es �o managerial ownership, Khorana 

e� al also ��nd� some fac�ors which d�e�ermine �he amo�n� of ownership. More speci��cally, �hey 

��nd� �ha� managerial ownership is higher in f�nd�s wi�h be��er pas� performance, lower fron��end� 

load�s, smaller size, longer managerial �en�re and� f�nd�s af��lia�ed� wi�h smaller f�nd� families. 

E�ans (2008) examined� �he rela�ion be�ween a manager’s personal weal�h and� �he perform�

ance of associa�ed� 237 US eq�i�y f�nd�s. His ��nd�ings s�gges� �ha� f�nd�s r�n by minimally in�es�ed� 

managers ha�e signi��can�ly lower s�yle�ad�j�s�ed� re��rns (approxima�ely 2.6%) �han d�o f�nd�s 

where managers own more �han $100.000 of �heir f�nd�. They also ha�e higher ��rno�er le�els. 

The f�nd�’s expense ra�io is signi��can�ly d�ecreasing in managerial ownership. Also, f�nd� age and� 

manager �en�re are signi��can�ly lower for managers wi�h a low le�el of personal in�es�men�. 

We con�rib��e �o �he exis�ing li�era��re in many ways. A major con�rib��ion is �he employ�

men� of a �niq�e, hand��collec�ed� d�a�ase�, which has m�l�iple ad��an�ages compared� �o �he d�a�a�

se� employed� by �he pre�io�s s��d�y. Firs�, �he d�a�ase� employs �he exac� amo�n�s of ownership, 

which �he managers ha�e in�es�ed� in �heir f�nd�s, ins�ead� of ownership ranges. In ad�d�i�ion, �he 

ownership incl�d�es no� only �he manager’s personal ownership, b�� also �he possible ownership 

of his ��rm. Second�, �he d�a�ase� incl�d�es �he informa�ion abo�� �he manager’s �axable weal�h, 

which, in es�ima�ing �he magni��d�e of managerial incen�i�es, makes i� possible �o calc�la�e a 

�ariable �ha� d�i�id�es �he manager’s ownership s�ake by his �o�al �axable weal�h. Third�, �nlike �he 

d�a�ase� employed� by Ser�aes e� al (2007) and� E�ans (2008), �he d�a�ase� incl�d�es �he informa�ion 

regard�ing managerial changes. This ad�d�s reliabili�y especially �o �he regressions, in which �he 

amo�n� of managerial ownership a� �he end� of �he year is regressed� �o �he f�nd�’s performance 

d��ring �he s�bseq�en� year. Finally, �he d�a�ase� employs many years of E�ropean d�a�a ins�ead� of 

American. 

3. Data anD methoDoLogy

3.1. income and wealth data 

While ci�izens’ weal�h informa�ion is no� p�blicly a�ailable in many co�n�ries and� �h�s can no� 

be ga�hered� for research p�rposes, in Finland� �he d�a�a on many persons’ �axable income and� 

weal�h3 is p�blished� ann�ally by m�l�iple so�rces. For �he p�rposes of �his s��d�y, we ga�hered� �he 

3 The weal�h �ax was remo�ed� in Finland� s�ar�ing from Jan�ary 1, 2006, af�er which �he d�a�a on �axable weal�h is 
no longer a�ailable. 
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informa�ion from “Veropörssi” p�blica�ions, which p�blish �he �axable income and� weal�h, as 

con��rmed� by �he �ax a��hori�ies, of mos� Finnish ci�izens4. 

Table 1 con�ains s�mmary s�a�is�ics on por�folio manager �axable weal�h and� employmen� 

income for �he f�ll sample (combined� for years 2003–2005). D�ring �he sample period�, �he a�er�

age por�folio manager earned� € 89.717 per year and� possessed� a �axable weal�h of € 258.574, 

while �he ann�al salary for �he med�ian manager was € 75.600 and� �axable weal�h € 16.700. 

Howe�er, 10% of all managers earned� more �han € 145.440 per year and� had� a �axable weal�h 

of o�er € 472.800. 

Table 1. Descriptive statistics on portfolio manager taxable net wealth and income – all sample funds.

This table documents the portfolio managers’ taxable net wealth and taxable employment income during 

the period 2003–2005. The data is reported only for those managers, whose ownership data was disclosed, 

and is as confirmed by the tax authorities. The mean, 50th, 75th, 90th and 100th percentiles of taxable wealth 

and income figures are reported.
 

N Mean 50th 75th 90th 100th

Taxable wealth 119 258.574 16.700 127.950 472.800 4.517.200

Taxable employment 
income 119 89.717 75.600 98.650 145.440 409.300

 
 

3.2. Fund ownership data

We collec� �he weal�h and� income d�a�a for only �hose por�folio managers whose f�nd� ownership 

d�a�a is a�ailable. While in �he U.S. �he req�iremen� �o d�isclose a por�folio manager’s personal 

s�ake in �he f�nd� d�id� no� become effec�i�e �n�il March 2005, in Finland� por�folio manager own�

ership d�a�a has for many years been p�blic informa�ion b�� i� d�oes no� ha�e �o be d�isclosed� in 

any o�er� repor�s, and� is �h�s no� easily a�ailable �o in�es�ors. More precisely, e�ery in�es�men� 

f�nd� company has an obliga�ion �o main�ain a regis�er, which con�ains all insid�ers’ �rad�es and� 

possessions in �he f�nd�s5. All informa�ion m�s� be en�ered� in�o �he regis�er in a way �ha� i� can 

no� be al�ered� once en�ered�, and� �he informa�ion m�s� be main�ained� in �he regis�er for a� leas� 

���e years. In ad�d�i�ion, e�ery in�eres�ed� person has �he righ� �o see �he regis�er informa�ion and� 

recei�e prin�s and� copies from i�.

4 “Veropörssi” is an ann�al p�blica�ion which is for sale for a mod�es� approx. 10 e�ro price. The informa�ion is 
p�blished� in case cer�ain limi�s are exceed�ed�. In 2005, �he limi�s were�� €12,000–25,000 for wages d�epend�ing on 
�he region, €12,000 for capi�al income and� €50,000 for �axable weal�h.
5 The Finnish m���al f�nd� law 14, § 99–100, a�ailable a� h��p��//www.��nlex.��/��/laki/ajan�asa/1999/19990048
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Ne�er�heless, al�ho�gh �he ownership d�a�a is in principle p�blic informa�ion, i� has �o be 

hand��collec�ed� from e�ery m���al f�nd� company separa�ely. 

In �he U.S. �he ownership d�a�a has �o be d�isclosed� only by �sing �he following ranges�� $0, 

$1–$10.000, $10.001–$50.000, $50.001–$100.000, $100.001–$500.000, $500.000–$1.000.000 

and� abo�e $1.000.000. Correspond�ingly, in Finland� por�folio managers m�s� repor� �heir e�ery 

�rad�e and� �herefore i� is possible �o calc�la�e an exac� ownership amo�n� for any par�ic�lar d�ay. 

Accord�ing �o �he renewed� �ersion of �he Finnish m���al f�nd� law, which came effec�i�e in 

J�ly 2005, �he ownership of m���al f�nd�s is p�blic if �he person works a� or for �he company and� 

has �he possibili�y �o affec� �he in�es�men� d�ecisions of �he m���al f�nd�. Howe�er, accord�ing �o 

�he old� �ersion of �he law, �hose por�folio managers, who were no� working a� �he company 

(por�folio managemen� was o��so�rced�), d�id� no� belong �o insid�ers and� �heir ownership informa�

�ion was no� p�blic. Since a law can no� be applied� backward�s, �his posed� some limi�a�ions �o 

�he informa�ion ga�hering, beca�se each por�folio manager belonging �o �his gro�p had� �o be 

personally asked� whe�her his ownership informa�ion co�ld� be �sed� for research p�rposes. Un�

for��na�ely all por�folio managers d�id� no� gi�e �he permission �o �se �heir pas� informa�ion, so �he 

sample size was red��ced� by some q�an�i�y for years before 2005. This may ha�e ca�sed� some 

self�selec�ion bias �o �he d�a�a. 

Finally, nei�her �he old� nor �he new �ersion of �he law applies �o foreigners, and� �h�s also 

all foreign por�folio managers had� �o be excl�d�ed� from �he analysis. 

To es�ima�e �he magni��d�e of managerial incen�i�es we calc�la�e one primary �ariable�� a 

manager’s ownership in �he f�nd� as a percen�age of his �o�al �axable weal�h. To complemen� �he 

analyses, we f�r�her ad�d� a second� �ariable�� a manager’s ownership in �he f�nd� as a percen�age 

of his ann�al �axable employmen� income. Finally, for �he res�l�s �o be comparable �o �he pre�i�

o�s s��d�y we also calc�la�e a �hird� �ariable�� �he manager’s s�ake as a percen�age of �he f�nd�’s 

�o�al asse�s. 

Table 2 con�ains s�mmary s�a�is�ics on por�folio manager ownership for �he f�ll sample 

(combined� for years 2003–2005). Panel A presen�s �he ownership ��g�res in e�ros, Panel B as a 

percen�age of �he manager’s �axable weal�h, Panel C as a percen�age of �he manager’s �axable 

employmen� income and� Panel D as a percen�age of �he f�nd�’s �o�al asse�s. 

Only 31% of all managers hold� any ownership s�akes in �he f�nd�s �hey r�n. In o�her word�s, 

�he med�ian manager d�oes no� ha�e any personal in�es�men� in his f�nd�. The a�erage ownership 

s�akes are mod�es�; �he a�erage manager hold�s € 5.179 wor�h of shares in his f�nd�, which in ��rn 

�ransla�es �o 0.05% of �he f�nd�’s size. When ownership is expressed� as a percen�age of �he man�

ager’s �axable weal�h, �he a�erage manager has in�es�ed� below �wo (1.91) percen� of his weal�h 

in �he f�nd� he r�ns, or when expressed� as a percen�age of his �axable ann�al employmen� income, 

below six (5.97) percen�. Howe�er, since �he high ownership s�akes of a small percen� of manag�
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Table 2. Descriptive statistics on portfolio manager ownership – all sample funds.

This table documents the amount of ownership that portfolio managers have in the funds they run as of 

December 31, 2003–2005. The ownership includes the manager’s personal ownership as well as the possible 

ownership of his firm. The mean, 50th, 75th, 90th and 100th percentiles of ownership figures are reported. 

Panel a documents the amount of ownership in euros and Panel b as a percentage of the manager’s total 

taxable net wealth. Panel C documents the ownership as a percentage of the manager’s annual taxable 

employment income and Panel D as a percent of the fund’s total assets.

Panel A Managerial ownership  (€)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 460 31 5.179 0 324 5.137 498.394
Balanced 100 31 3.513 0 718 3.419 68.141
Domestic equity 54 30 2.915 0 425 5.831 47.103
International equity 183 34 8.114 0 361 6.576 498.394
Bond 39 13 299 0 0 675 8.615
Corporate bond 28 29 196 0 10 626 2.519
Money market 48 33 2.983 0 205 6.586 31.943
Other 8 63 29.002 10.205 35.660 84.288 117.300

Panel B Managerial ownership (% of the manager's taxable wealth)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 380 16 1.91 0.00 0.00 2.01 60.22
Balanced 82 16 1.95 0.00 0.00 4.37 37.05
Domestic equity 49 22 0.90 0.00 0.00 1.96 17.73
International equity 150 19 1.85 0.00 0.00 2.11 60.22
Bond 36 6 1.31 0.00 0.00 0.00 44.64
Corporate bond 20 0 0.00 0.00 0.00 0.00 0.00
Money market 39 18 5.08 0.00 0.00 28.86 56.13
Other 3 0 0.00 0.00 0.00 0.00 0.00

Panel C Managerial ownership  (% of the manager's taxable income)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 397 20 5.97 0.00 0.00 2.83 658.79
Balanced 82 16 0.39 0.00 0.00 1.16 9.13
Domestic equity 50 24 1.71 0.00 0.00 4.25 39.39
International equity 155 22 11.53 0.00 0.00 3.33 658.79
Bond 36 6 0.46 0.00 0.00 0.00 14.80
Corporate bond 25 25 0.26 0.00 0.00 0.07 4.56
Money market 43 26 2.90 0.00 0.00 8.87 28.88
Other 5 40 63.18 0.00 143.14 160.91 172.75  

 

Panel D Managerial ownership  (% of the fund's total assets)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 460 31 0.05 0.00 0.00 0.02 4.71
Balanced 100 31 0.04 0.00 0.00 0.04 1.26
Domestic equity 54 30 0.01 0.00 0.00 0.03 0.31
International equity 183 34 0.08 0.00 0.00 0.02 4.71
Bond 39 13 0.00 0.00 0.00 0.00 0.02
Corporate bond 28 29 0.00 0.00 0.00 0.01 0.02
Money market 48 33 0.02 0.00 0.00 0.01 0.80
Other 8 63 0.32 0.02 0.29 1.11 1.46

Continued



102

LTA  2 /09  •  L .  K u m L i n  A n d  V.  p u T T o n e n

ers shif� �he a�erages �pward�s, �he percen�iles gi�e a more d�escrip�i�e pic��re of �he ownership 

s�akes �ha� por�folio managers in general hold� in �heir f�nd�s. 

Looking a� �he percen�iles re�eals �ha� only 10% of all managers ha�e in�es�ed� more �han 

€ 5.137 in �heir f�nd�s. This in ��rn �ransla�es �o only 0.02% of �he f�nd�’s �o�al asse�s, or 2.01 (2.83) 

percen� of �he manager’s �axable weal�h (employmen� income). Ne�er�heless, �he manager wi�h 

�he highes� ownership s�ake has in�es�ed� almos� half a million e�ros (€ 498.394) in his f�nd�, 

which is more �han six �imes his ann�al �axable employmen� income and� o�er half of his �axable 

ne� weal�h. 

3.3. Fund characteristics

F�nd� family and� por�folio manager charac�eris�ics is ga�hered� from M���al F�nd� Repor�s, which 

are prod��ced� by In�es�men� Research Finland�8 in co�opera�ion wi�h �he Finnish Associa�ion of 

M���al F�nd�s9. M���al F�nd� Repor�s are �he lead�ing ne��ral analyses of m���al f�nd�s marke�ed� 

in Finland�, and� are p�blished� a� �he beginning of each mon�h �o d�oc�men� �he f�nd�s’ perform�

ance� and� o�her d�a�a for �he preced�ing mon�h. From �he repor�s, we ga�her �he d�a�a abo�� �he 

f�nd�’s performance, �ola�ili�y, expenses, load�s and� size, as well as �he d�a�a abo�� �he �en�re of 

�he manager, �he size of �he f�nd� family, �he amo�n� of minim�m in�es�men� and� �he n�mber of 

sharehold�ers. F�r�hermore, we also ga�her �he informa�ion regard�ing managerial changes, and� se� 

�he single manager� and� bank d��mmies based� on �he M���al F�nd� Repor� d�a�a. 

Since M���al F�nd� Repor�s con�ain nearly all Finnish regis�ered� m���al f�nd�s, �he f�ll sam�

ple for each year consis�s of all �hose Finnish m���al f�nd�s, which are incl�d�ed� in �he repor�s. 

Combined� for years 2003–2005, �he original sample size is 1.101 f�nd�s. 

Table 3 con�ains �he s�mmary s�a�is�ics of f�nd� charac�eris�ics for �he f�ll sample (combined� 

for years 2003–2005). Panel A presen�s �he d�escrip�i�e s�a�is�ics for �he sample f�nd�s and� com�

Panel A Managerial ownership  (€)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 460 31 5.179 0 324 5.137 498.394
Balanced 100 31 3.513 0 718 3.419 68.141
Domestic equity 54 30 2.915 0 425 5.831 47.103
International equity 183 34 8.114 0 361 6.576 498.394
Bond 39 13 299 0 0 675 8.615
Corporate bond 28 29 196 0 10 626 2.519
Money market 48 33 2.983 0 205 6.586 31.943
Other 8 63 29.002 10.205 35.660 84.288 117.300

Panel B Managerial ownership (% of the manager's taxable wealth)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 380 16 1.91 0.00 0.00 2.01 60.22
Balanced 82 16 1.95 0.00 0.00 4.37 37.05
Domestic equity 49 22 0.90 0.00 0.00 1.96 17.73
International equity 150 19 1.85 0.00 0.00 2.11 60.22
Bond 36 6 1.31 0.00 0.00 0.00 44.64
Corporate bond 20 0 0.00 0.00 0.00 0.00 0.00
Money market 39 18 5.08 0.00 0.00 28.86 56.13
Other 3 0 0.00 0.00 0.00 0.00 0.00

Panel C Managerial ownership  (% of the manager's taxable income)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 397 20 5.97 0.00 0.00 2.83 658.79
Balanced 82 16 0.39 0.00 0.00 1.16 9.13
Domestic equity 50 24 1.71 0.00 0.00 4.25 39.39
International equity 155 22 11.53 0.00 0.00 3.33 658.79
Bond 36 6 0.46 0.00 0.00 0.00 14.80
Corporate bond 25 25 0.26 0.00 0.00 0.07 4.56
Money market 43 26 2.90 0.00 0.00 8.87 28.88
Other 5 40 63.18 0.00 143.14 160.91 172.75  

 

Panel D Managerial ownership  (% of the fund's total assets)

Fund type N % of funds with 
positive ownership Mean 50th 75th 90th 100th

All funds 460 31 0.05 0.00 0.00 0.02 4.71
Balanced 100 31 0.04 0.00 0.00 0.04 1.26
Domestic equity 54 30 0.01 0.00 0.00 0.03 0.31
International equity 183 34 0.08 0.00 0.00 0.02 4.71
Bond 39 13 0.00 0.00 0.00 0.00 0.02
Corporate bond 28 29 0.00 0.00 0.00 0.01 0.02
Money market 48 33 0.02 0.00 0.00 0.01 0.80
Other 8 63 0.32 0.02 0.29 1.11 1.46

Table 2 Cont.
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Table 3. Descriptive statistics of fund characteristics.

Summary statistics of fund characteristics for the full sample. The objective-adjusted return and objective-

adjusted Sharpe are measured during year k + 1 (years 2004–2006), family assets, fund size, and the number 

of shareholders at the end of year k (years 2003–2005) and all other variables during year k (years 2003–

2005). The following variables are expressed in percent: objective-adjusted return, expenses, front-end load 

and back-end load. Family assets and fund size are expressed in millions of euros, and the amount of 

minimum investment in euros. The objective-adjusted return (Sharpe) is calculated by subtracting the median 

return (Sharpe) for the funds with the same investment objective from the fund’s return (Sharpe). The single 

manager dummy is 1, if the fund is run by a single manager and otherwise 0. The bank dummy is 1, if the 

fund is bank-managed, and otherwise 0. The mean and median figures are reported and a t-test is conducted 

for the differences in means. The asterisks (*, ** and ***) indicate whether the differences in means are 

statistically significant at 10%, 5% and 1% levels respectively. Panel a compares the sample funds with the 

rest of the universe while in Panel b, the comparison is done between the funds with positive managerial 

ownership and funds with zero ownership. 

Panel A Comparing sample funds with the rest of the universe
Variable

N Mean Median N Mean Median
Objective-adjusted return 380 0,59 -0,01 406 0,52 0,00
Objective-adjusted sharpe 362 0,08 0,00 406 0,09 0,00
Single manager dummy 462 0,86 1,00 330 0,91 1,00
Bank dummy 462      0,49*** 0,00 570       0,64*** 1,00
Family assets 462        2.983*** 1.317 562        4.406*** 3.332
Expenses 461 1,19 1,07 575 2,92 1,10
Fund size 461 92 34 575 89 37
Front-end load 458       0,69*** 1,00 575      0,77*** 1,00
Back-end load 423       0,72*** 1,00 551      0,82*** 1,00
Number of shareholders 460      3.500** 688 575      4.948** 700
Minimum investment 462 50.721 1.000 565 46.802 500

Sample funds Rest of the universe

 
 

Panel B Comparing funds with positive managerial ownership to those with no ownership
Variable

N Mean Median N Mean Median
Objective-adjusted return 116     2,12** 0,65 257   -0.07** -0,19
Objective-adjusted sharpe 114       0,24*** 0,10 246       0,01*** -0,05
Single manager dummy 142 0,88 1,00 320 0,85 1,00
Bank dummy 142   0,44* 0,00 320   0,52* 1,00
Family assets 142        1.207*** 750 320         3.771*** 1.619
Expenses 142 1,22 1,10 319 1,16 1,00
Fund size 142   59** 30 319    107** 38
Front-end load 142 0,69 1,00 316 0,70 1,00
Back-end load 130 0,70 1,00 293 0,73 1,00
Number of shareholders 142     2.472* 424 318     3.977* 767
Minimum investment 142        24.127** 500 320        62.511** 1.000

With ownership No ownership
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pares �hem wi�h �he res� of �he �ni�erse. Panel B compares �he charac�eris�ics of �he f�nd�s wi�h 

posi�i�e managerial ownership �o �hose wi�h no ownership. 

Panel A shows �ha� while �here seems �o be no signi��can� d�ifferences in performance, �he 

n�mber of por�folio managers, expenses, size or �he amo�n� of minim�m in�es�men� be�ween �he 

sample f�nd�s and� �he res� of �he �ni�erse, �he f�nd�s in �he sample are more likely �o be from 

smaller, non�bank in�es�men� f�nd� companies �han �heir non�sample peers. In ad�d�i�ion, �he sam�

ple f�nd�s ha�e fewer sharehold�ers and� employ lower fron��end�� and� back�end� load�s. The las� 

��nd�ing may res�l� par�ially from �he fac� �ha� �he sample f�nd�s are more likely �o belong �o non�

bank families; some s��d�ies s�gges� �ha� Finnish bank�managed� m���al f�nd�s charge higher fees 

from �heir c�s�omers �han non�bank f�nd�s d�o [see for example Korkeamäki and� Smy�he 

(2004)]. 

Descrip�i�e s�a�is�ics d�oc�men�ed� in Panel B s�gges� �ha� on a�erage, f�nd�s wi�h posi�i�e 

managerial ownership ha�e performed� be��er �han f�nd�s wi�h no ownership�� �he a�erage (med�ian) 

objec�i�e�ad�j�s�ed� re��rn for a f�nd� wi�h some managerial ownership is 2.12 % (0.65%) compared� 

�o �he a�erage of –0.07% (–0.19%) of i�s zero�ownership peer. F�r�hermore, �he a�erage (med�ian) 

f�nd� wi�h posi�i�e managerial ownership has an objec�i�e �ad�j�s�ed� Sharpe of 0.24 (0.10), while 

�he comparable n�mbers for a zero ownership f�nd� are 0.01 and� –0.05 respec�i�ely. 

In ad�d�i�ion, �he ��g�res shown in Panel B s�gges� a co�ple of o�her d�ifferences be�ween �he 

f�nd�s, which ha�e some amo�n� of managerial ownership, and� f�nd�s wi�h no ownership. More 

precisely, posi�i�e ownership f�nd�s are more likely �o belong �o smaller families (a�erage family 

asse�s of € 1.207 million compared� �o € 3.771 million), be of smaller size (a�erage f�nd� size of 

€ 59 million compared� �o € 107 million), ha�e fewer sharehold�ers (a�erage n�mber of sharehold��

ers 2.472 compared� �o 3.977) and� ha�e lower minim�m in�es�men� req�iremen�s (a�erage mini�

m�m in�es�men� of € 24.127 compared� �o € 62.511). In ad�d�i�ion, �he f�nd�s wi�h posi�i�e mana�

gerial ownership are more likely �o be managed� by non�bank companies �han f�nd�s, which lack 

managerial ownership. 

4. manageRiaL owneRshiP anD FunD PeRFoRmance

4.1. ownership and performance

We nex� in�es�iga�e whe�her �here is a rela�ion be�ween �he amo�n� of managerial ownership a� 

�he end� of �he year (years 2003–2005), and� f�nd� performance d��ring �he s�bseq�en� year (years 

2004–2006). More precisely, we es�ima�e bo�h simple and� m�l�i�aria�e regressions of performance 

as a f�nc�ion of managerial ownership and� a se� of con�rol �ariables. In cons�r�c�ing �he mod�els 

we �se �wo d�ifferen� meas�res of f�nd� performance and� �hree d�ifferen� meas�res of ownership. 

Panel A in Table 4 shows �he regression res�l�s where ownership is meas�red� as a percen�age of 
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�he manager’s �axable weal�h and� Panel B where i� is meas�red� as a percen�age of �he manager’s 

�axable ann�al employmen� income. Panel C meas�res ownership as a percen�age of �he f�nd�’s 

�o�al asse�s. 

Table 4. The ownership and performance – funds with fund manager ownership.

The ordinary least squares (OlS) regression results, in which the fund performance (measured as the fund’s 

objective-adjusted return and objective-adjusted Sharpe) is the dependent variable, for funds with positive 

managerial ownership. The objective-adjusted return is calculated by subtracting the return of the median 

fund with the matched investment objective from the fund’s return and the objective-adjusted Sharpe by 

subtracting the median Sharpe from the fund’s Sharpe. The following control variables are in percent: 

expenses, front-end load and back-end load, while the log is taken from the following variables: family assets, 

fund size, number of shareholders and the amount of minimum investment. The single manager dummy is 

1, if the fund is run by a single manager and otherwise 0. The bank dummy is 1, if the fund is bank-managed, 

and otherwise 0. The amount of ownership, the size of fund family, the size of the fund and the number of 

shareholders are measured at the end of the year k (2003–2005), fund performance during year k + 1 

(2004–2006), and all other control variables during year k (2003–2005). In Panel a, ownership is measured 

as a percent of the manager’s taxable wealth, in Panel b as a percent of the manager’s taxable income and 

in Panel C as a percent of the fund’s total assets. The numbers in parentheses are P-values and the asterisks 

(*, **, ***) indicate whether the coefficients are significant at conventional levels (10%, 5% and 1% 

respectively). 

Panel A. Regression results when ownership is measured as a percent of the manager's taxable wealth

Variable

(i) (ii) (iii) (iv) (v) (vi)
Ownership -0.11 -0.14 -0.09 -0.01 -0.02 -0.01

    (0.03)**  (0.15) (0.22)   (0.09)*      (0.01)***       (0.01)***
Family assets -1.23 -0.24 -0.15 -0.08

 (0.25) (0.84)   (0.07)* (0.39)
Expenses 0.21 1.46 -0.08 0.04

 (0.92) (0.47)  (0.58) (0.80)
Fund size 2.06 2.73 0.20 0.29

   (0.04)**      (0.01)***      (0.01)***      (0.00)***
Front-end load 2.34 3.93 0.26 0.38

 (0.49) (0.23) (0.30)  (0.14)
Back-end load -1.74 -4.31 -0.20 -0.32

 (0.55) (0.11) (0.35) (0.13)
Single manager dummy -19.33 -0.87

     (0.00)***    (0.02)**
Bank dummy 0.72 0.22

(0.80) (0.30)
Number of shareholders -2.32 -0.21

     (0.01)***      (0.00)***
Minimum investment -0.85 -0.07

   (0.03)**    (0.03)**
N 60 52 52 60 52 52
Adjusted R2 0.06 0.10 0.46 0.03 0.26 0.52

Objective-adjusted return Objective-adjusted Sharpe

 
 Continued
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Table 4. Cont.

Panel B. Regression results when ownership is measured as a percent of the manager's taxable income

Variable
(i) (ii) (iii) (iv) (v) (vi)

Ownership 0.01 -0.05 0.03 0.00 -0.01 -0.01
(0.57) (0.46) (0.67) (0.94) (0.12) (0.50)

Family assets -1.29 -1.21 -0.26 -0.19
(0.17) (0.29)      (0.01)*** (0.17)

Expenses 0.59 3.56 -0.13 0.08
(0.72)   (0.06)* (0.44) (0.71)

Fund size 2.09 3.65 0.30 0.44
   (0.03)**      (0.00)***      (0.00)***      (0.00)***

Front-end load 2.67 2.82 0.51 0.58
(0.35) (0.36)   (0.10)* (0.11)

Back-end load -2.15 -3.62 -0.28 -0.45
(0.44) (0.17) (0.34) (0.16)

Single manager dummy -17.63 -0.59
     (0.00)*** (0.35)

Bank dummy 4.11 0.18
(0.13) (0.59)

Number of shareholders -2.62 -0.22
     (0.00)***    (0.02)**

Minimum investment -0.32 -0.03
(0.40) (0.47)

N 73 70 73 70 70
Adjusted R2 -0.01 0.05 -0.01 0.16 0.21

Panel C. Regression results when ownership is measured as a percent of thefund's total assets

Variable
(i) (ii) (iii) (iv) (v) (vi)

Ownership -0.38 -4.76 -4.44 0.00 -0.33 -0.17
 (0.39)  (0.31)  (0.35) (0.95)  (0.49)  (0.72)

Family assets -1.81 -1.21 -0.26 -0.23
     (0.01)*** (0.16)      (0.00)***      (0.01)***

Expenses 1.07 3.74 -0.14 0.19
(0.39)      (0.01)*** (0.28) (0.19)

Fund size 1.77 3.46 0.24 0.45
   (0.02)**      (0.00)***      (0.00)***      (0.00)***

Front-end load 0.30 0.62 0.23 0.16
(0.88) (0.80) (0.29) (0.52)

Back-end load 0.31 -2.28 0.15 -0.11
(0.89)  (0.32) (0.52)  (0.63)

Single manager dummy -1.97 -0.21
 (0.32)  (0.32)

Bank dummy 1.31 0.33
(0.47)   (0.08)*

Number of shareholders -2.18 -0.25
     (0.00)***      (0.00)***

Minimum investment 0.02 0.01
(0.93) (0.72)

N 128 120 120 126 118 118
Adjusted R2 0.00 0.10 0.17 -0.01 0.14 0.25

Objective-adjusted return Objective-adjusted Sharpe

Objective-adjusted return Objective-adjusted Sharpe
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The main ��nd�ing from Panel C is �ha� no rela�ion be�ween ownership and� performance exis�s, 

when ownership is meas�red� as a percen�age of �he f�nd�’s size. The ��nd�ing persis�s across d�iffer�

en� mod�el speci��ca�ions, and� al�ho�gh �he explana�ory power of �he mod�els increases when 

ad�d�i�ional con�rol �ariables are incl�d�ed� in �he regressions, �he coef��cien� on ownership is no� 

s�a�is�ically signi��can� in any of �he mod�els.

Panels B repor�s �he regression res�l�s, where ownership is meas�red� as a percen�age of �he 

manager’s �axable employmen� income. The concl�sion is similar �o �he pre�io�s ��nd�ing; also 

when meas�red� as a percen�age of �he manager’s �axable income, ownership seems �o ha�e no 

effec� on f�nd� performance.

Finally, �he Panel A repor�s �he regression res�l�s, where ownership is meas�red� as a percen��

age of �he manager’s �axable weal�h – �he primary �ariable for �he p�rposes of o�r s��d�y. One 

res�l� clearly s�and�s o��. While �he US ��nd�ings lead� �s �o expec� a posi�i�e rela�ion be�ween 

ownership and� performance, o�r empirical ��nd�ings ind�ica�e �he opposi�e. The effec� of ownership 

on performance is nega�i�e, and� in mos� mod�els, �he res�l� is s�a�is�ically signi��can� a� leas� on 

10% le�el8. In general, �he res�l�s s�gges� �ha� for e�ery basis poin� of increased� managerial 

ownership, �he f�nd�’s objec�i�e�ad�j�s�ed� re��rn d�ecreases by 9–14 basis poin�s and� �he objec�i�e�

ad�j�s�ed� Sharpe by 1–2 basis poin�s. The economic signi��cance of �he res�l� is �he highes� when 

�he f�nd�’s objec�i�e�ad�j�s�ed� Sharpe is �sed� �o meas�re �he excess performance. Th�s, especially 

when �he risks of �he f�nd� are �aken in�o acco�n� – d�espi�e �he possibly higher incen�i�es – �he 

managers, who ha�e in�es�ed� �heir own money in �he f�nd�s �hey r�n, fail �o genera�e s�perior 

re��rns.

Table 4 also repor�s �he rela�ion be�ween a n�mber of con�rol �ariables and� f�nd� perform�

ance. Firs�, in all mod�els, �he effec� of �he size of �he f�nd� family on performance is nega�i�e, and� 

mos� mod�els i� is s�a�is�ically signi��can�. In o�her word�s, �he larger �he f�nd� family �he worse �he 

f�nd� performance. 

Second�, �he f�nd�s managed� by a single manager perform worse �han f�nd�s managed� by 

m�l�iple managers. More precisely, �he objec�i�e�ad�j�s�ed� re��rn for a f�nd� r�n by a single man�

ager is 2–19% lower �han for a f�nd� r�n by m�l�iple managers, and� �he objec�i�e�ad�j�s�ed� Sharpe 

30–90 basis poin�s lower, d�epend�ing on �he mod�el speci��ca�ion. 

Third�, �he res�l�s s�gges� �ha� �he larger �he f�nd� �he be��er �he performance, while �he impac� 

of �he n�mber of sharehold�ers on performance is nega�i�e. In o�her word�s, large f�nd�s wi�h few 

sharehold�ers – which refer �o f�nd�s in�end�ed� for high ne� wor�h ind�i�id��als and� ins�i���ions – �end� 

�o perform be��er �han smaller f�nd�s wi�h m�l�iple sharehold�ers. One explana�ion for �his is �ha� 

m���al f�nd� companies may �end� �o fa�or f�nd�s, which are �he mos� impor�an� �o �hem in �erms 

8 For more informa�ion abo�� In�es�men� Research Finland�, see h��p��//www.sijoi��s���kim�s.��/eng/company.sh�ml
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of re�en�e, a� �he expense of o�her f�nd�s [For more informa�ion on fa�ori�ism in f�nd� families, 

see for example Gaspar, Massa and� Ma�os (2006)]. 

Finally, while some of �he mod�els s�gges� a nega�i�e rela�ion be�ween back�end� load�s and� 

performance as well as be�ween �he amo�n� of minim�m in�es�men� and� performance, and� a 

posi�i�e rela�ion be�ween expenses and� performance as well as be�ween fron��end� load�s and� 

performance, �hese res�l�s are no� consis�en� across d�ifferen� mod�els. 

4.2. Determinants of managerial ownership

We also examine whe�her i� is possible �o ��nd� fac�ors which explain �he amo�n� of managerial 

ownership. Table 5 repor�s �he ord�inary leas� sq�ared� regression res�l�s, in which �he amo�n� of 

managerial ownership is �he d�epend�en� �ariable. Panel A d�oc�men�s �he res�l�s, in which all 

sample f�nd�s are incl�d�ed� in �he regressions, while Panel B shows �he res�l�s when only f�nd�s 

wi�h posi�i�e managerial ownership are incl�d�ed�. Mod�el (i) meas�res ownership as a percen�age 

of �he manager’s �axable wealth, Mod�el (ii) as a percen�age of �he manager’s �axable employmen� 

income and� Mod�el (iii) as a percen�age of �he f�nd�’s �o�al asse�s. 

Firs�, when meas�red� as a percen�age of �he f�nd�’s �o�al asse�s managerial ownership seems 

�o be higher in smaller f�nd�s. This is a res�l� consis�en� wi�h pre�io�s ��nd�ings and� is �ns�rprising, 

since in smaller f�nd�s, �he same e�ro ownership comprises a larger ownership s�ake. Howe�er, 

when o�her ownership meas�res are employed�, f�nd� size seems �o ha�e no effec� on �he amo�n� 

of ownership. Th�s, �he percei�ed� correla�ion is more likely �o be a res�l� of �he ownership meas�

�re employed� and� no� an e�id�ence of a rela�ion be�ween f�nd� size and� managerial ownership 

per se. 

Second�, consis�en� wi�h �he ��nd�ings of Khorana e� al (2007) and� E�ans (2008), o�r res�l�s 

s�gges� �ha� a posi�i�e rela�ion, if any, exis�s be�ween �he �en�re of �he manager and� �he amo�n� 

of ownership. Howe�er, since �he ��nd�ings from �he al�erna�i�e speci��ca�ions ind�ica�e no e�id�ence 

of s�ch a rela�ion, i� is more probable �ha� �he �en�re of �he manager is rela�ed� �o �he size of �he 

f�nd� and� no� �o �he amo�n� of ownership. 

Third�, while Khorana e� al (2007) and� E�ans (2008) ��nd� �ha� managerial ownership is higher 

in US f�nd�s wi�h lower fron��end� load�s and� be��er pas� performance, we ��nd� no e�id�ence of s�ch 

rela�ions. Ins�ead�, �he res�l�s s�gges� �ha� in Finland�, por�folio managers own a larger share of 

f�nd�s, which belong �o larger, b�� non�bank f�nd� families. 

When �he �wo �ariables of o�r primary in�eres� – ownership as a percen�age of �he manager’s 

�axable weal�h and� as a percen�age of �he manager’s �axable employmen� income – are employed�, 

one res�l� clearly s�and�s o���� �he managers in�es� a higher share of �heir own money in f�nd�s 

which ha�e higher risks. More precisely, for e�ery ad�d�i�ional percen�, which �he manager’s own 

in�es�men� comprises of his �axable weal�h, �he f�nd� �ola�ili�y increases by 16–45 basis poin�s. 
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Table 5. The determinants of managerial ownership. 

The OlS regression results, in which the managerial ownership at the end of year k (2003–2005) is the 

dependent variable. In model (i), ownership is measured as a percentage of the manager’s taxable wealth, 

in model (ii) as a percentage of the manager’s taxable income and in model (iii) as a percentage of the fund’s 

total assets. The objective-adjusted Sharpe is calculated by subtracting the Sharpe of the median fund with 

the matched investment objective from the fund’s Sharpe. The following control variables are in percent: 

volatility, expenses, front-end load and back-end load, while the log is taken from the following variables: 

family assets, fund size, number of shareholders and the amount of minimum investment. The tenure of the 

manager is measured in years. The single manager dummy is 1, if the fund is run by a single manager and 

otherwise 0. The bank dummy is 1, if the fund is bank-managed, and otherwise 0. The size of the fund family, 

the size of the fund, the number of shareholders and the tenure of the manager are measured at the end of 

the year k (2003–2005), objective-adjusted Sharpe both during year k + 1 (2004–2006) as well as during 

year k (2003–2005), and all other control variables during year k (2003–2005). Numbers in parentheses are 

P-values and the asterisks (*, **, ***) indicate whether the values are significant at conventional levels (10%, 

5% and 1% respectively). 

Panel A Regression results when all sample funds are included in the regressions

Variable
Ownership (% of the 
manager's taxable 
wealth)

Ownership (% of the 
manager's taxable 
income)

Ownership (% of the 
fund's total assets)

(i) (ii) (iii)
Objective-adjusted sharpe (contemporaneous) -0.16 -0.47 0.00

 (0.80)  (0.38) (0.53)
Objective-adjusted sharpe (lagged) -0.98 -0.23 -0.01

 (0.13)  (0.69) (0.28)
Volatility 0.16 0.13 0.00

  (0.06)*   (0.10)* (0.42)
Family assets -0.43 -0.61 0.01

 (0.30)  (0.12)   (0.09)*
Expenses -1.29 -0.21 0.01

 (0.12)  (0.80) (0.65)
Fund size 0.13 0.14 -0.01

(0.80) (0.78)     (0.03)**
Front-end load -0.29 -0.15 -0.02

 (0.81)  (0.90)  (0.16)
Back-end load 0.84 -0.43 0.02

(0.55)  (0.75) (0.34)
Tenure of the manager 0.04 -0.06 0.00

(0.85)  (0.77)     (0.03)**
Single manager dummy 1.08 1.43 0.01

(0.40) (0.26) (0.39)
Bank dummy 0.71 -1.79 -0.03

(0.55)  (0.11)    (0.06)*
Number of shareholders -0.29 0.49 -0.01

 (0.53) (0.27)  (0.34)
Minimum investment 0.04 0.24 0.00

(0.81)   (0.09)* (0.95)
N 262 277 325
Adjusted R2 0.01 0.04 0.06  

Continued
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Table 5. Cont.

Moreo�er, for e�ery ad�d�i�ional percen�, which �he manager’s own in�es�men� comprises of his 

ann�al �axable employmen� income, �he f�nd� �ola�ili�y increases by 13–91 basis poin�s. In o�her 

word�s, in �he hope for higher re��rns, por�folio managers in�es� a larger share of �heir own money 

in f�nd�s, which ha�e high risks. Howe�er, �he risk �aking d�oes no� pay off, since �he f�nd�s wi�h 

posi�i�e managerial ownership fail �o genera�e s�perior re��rns compared� �o �heir peer gro�p, and� 

on a risk�ad�j�s�ed� basis �he ��nd�ing becomes e�en more signi��can�. 

Panel B Regression results when only funds with positive ownership are included in the regressions

Variable
Ownership (% of the 
manager's taxable 
wealth)

Ownership (% of the 
manager's taxable 
income)

Ownership (% of the 
fund's total assets)

(i) (ii) (iii)
Objective-adjusted sharpe (contemporaneous) 2.43 0.16 0.00

(0.49) (0.92) (0.81)
Objective-adjusted sharpe (lagged) -7.76 0.74 -0.01

  (0.09)* (0.73)  (0.65)
Volatility 0.45 0.91 0.00

(0.32)      (0.01)*** (0.62)
Family assets 2.22 0.55 0.05

(0.41) (0.81)      (0.00)***
Expenses -11.36 -5.68 0.00

    (0.02)**  (0.16) (0.89)
Fund size 1.45 -1.67 -0.05

(0.60)  (0.49)     (0.03)**
Front-end load 2.23 -6.93 -0.01

(0.77)  (0.29)  (0.80)
Back-end load -2.85 2.19 0.03

 (0.63) (0.68) (0.53)
Tenure of the manager -0.92 0.25 0.01

 (0.45) (0.80)  (0.10)*
Single manager dummy -5.40 2.37 0.05

 (0.66) (0.82) (0.23)
Bank dummy -6.03 -9.69 -0.10

 (0.34)   (0.08)*       0.01***
Number of shareholders -0.61 2.05 0.00

 (0.77) (0.24) (0.79)
Minimum investment -1.40 0.80 0.00

 (0.21) (0.36) (0.55)
N 49 64 111
Adjusted R2 0.32 0.19 0.18  
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5. summaRy anD concLusions

In exploring �he rela�ion be�ween ownership and� performance of m���al f�nd�s, we end� �p 

wi�h res�l�s which are somewha� con�ro�ersial wi�h prior research. When we meas�re ownership 

as a percen�age of �he f�nd�’s �o�al asse�s o�r res�l�s s�gges� �ha� no rela�ion exis�s be�ween own�

ership of a f�nd� manager and� f�nd� performance. Howe�er, when we employ �he primary �ariable 

of o�r in�eres� – ownership meas�red� as a percen�age of �he manager’s �axable weal�h – �he res�l�s 

s�gges� �ha� higher managerial ownership ac��ally lead�s �o inferior, no� s�perior f�nd� perform�

ance. This means �ha� �he US ��nd�ings canno� necessarily be generalized� �o o�her marke�s. 

An examina�ion of �he d�e�erminan�s of managerial ownership poin�s �o a co�ple of fac�ors, 

which help �o explain �he amo�n� of ownership. Firs�, managerial ownership is higher in more 

�ola�ile f�nd�s, s�gges�ing �ha� por�folio managers are risk��akers in na��re. This, on �he o�her hand�, 

explains a� leas� a par� of �he in�erse rela�ion be�ween ownership and� performance, since d�espi�e 

higher risks, �he f�nd�s wi�h posi�i�e managerial ownership d�o no� exhibi� higher re��rns. 
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