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Abstract This study examines the relation between mutual fund performance and fund flows in Korean market using
weekly and monthly data. The results are as follows. First, the relation between the two variables varies across fund
types. Even the relations in equity fund and index fund are different from each other. Second, the structural change
in the mutual fund market affect significantly the relation between the two variables. Third, return chasing flow is
observed constantly in bond fund and it is observed only after the structural change for equity fund and MMEF.
However, no return chasing flow is observed for index fund. Fourth, mutual fund flows affect subsequent fund returns
only in MMF after the structural change.
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Table 1. Descriptive Statistics (Stationary) & Elght}.
Panel A: Individual Fund Level/Daily Data Granger AHA AL T 22 unrestricted
number of Avg. age Avg. NAV o Ao HAARF W Xt-19] A2l BivF EAA S
Type funds (year) (bil.won) = ’] }7_” OJf}' E]—EX]Q] oq‘:‘ = e Xt/] 44-74%%0]
[s} R Tl
Equity 1,847 436 (3.76) 3031 (3.09) R o a0 OT’Eﬁ ) T \
o]l o S O Sl S
Index 197 3.45 (2.90) 36.74 (6.23) e yee] dAgte] sAds AH R fefst
Bond 1,778 2.48 (1.65) 3459 (3.69) e g deAE AP
MME 1,220 2.79 (1.63) 166.36 (15.96)
Panel B: Portfolio Level/Weekly & Monthly Data N
Y, =a,+ Ya,¥, ,+ te
Weekly Data Monthly Data ¢~ % ,-;% 1231[3 -7 e
Type Avg. # of Avg. NAV Avg. # of Av.gA NAV - unrestricted model
funds (tril.won) funds (tril. won) v
Equity 673.8 21.1 659.3 21.0 Y; =q + Z Q; thfi, + €y,
(633.0) (11.6) (626.5) (10.7) i=1
Ind 65.5 24 63.4 24 : restricted model
naex (50.0) (1.6) (49.0) (1.6)
Bond 412.1 13.7 382.8 12.8 o
on (305.0) @®.1) (298.0) (19) T AR AYVEALep, =By, == Fy=0 ¢l
w29 03 amMe ok o) AL X, o B $4300] AL viel Al
(276.0) (48.3) (272.0) 716) o 016 Alme o Lo
_ e — §74908 AwaA) EahE evjoln ojzlsh 2L F-
Median values are in parenthesis
EAGFS AHEste] AAgi
Egon dukago] Ayt 303YoE 7P gkt
A EARE e AR Aol vs) v e (RSSR — RSSyR)/ N
AeE Hola gk - RSS;p/(T—2N—1)
3 d Bol|A AAEL = FEE A= TEZQ Y RSSyr : unrestricted 28] zkx} Alprgt
T4 9 dixgel gk 72 SAFS B, MMF7} (residual sum of squares)
7Vg & At —FX}/‘]’%" = Holal glom, vide] <ld RSSg : restricted ] 2=} A|lygt
2HET) 7P AL FgkE Holal Atk (residual sum of squares)
T oad wEA &
3.3 HHH=E(methodology)
BoApel A= [14)7 AAS zhabAl By Granger 1A AAGANA = 7 7R AFTHEE
(Granger Causality Test)S A8-3te] A= &3 # At A HA AF7HES W XA HE YR
= dgage #IAE EAFY. Grangerdl ¥ Granger 1F#AA7} EAFHA] LE=THX  does not

(Granger Causality)= F44%1 gJuje] QIFAAAE 9
mEkAE o, A Xoll A e
A7} EA3t} (X Granger-causes Y)' & 22 X9 ¥
o] FPste Yo Wl st o3 s vt
A& (15, 16]. =3, ApAA AW E-2] Bt
< 93 F W AR
AAste] 7 W Alelo] #AI7E A4
o] ojfe} F W 3k AAL] AAE
AaA B AdAR
(Augmented Dickey-Fuller test)S ©
(Unit Root Test)S AAl3te] A7
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Granger-cause Y)” ol T Wa| AF7MdL @4 Yo
A W XE ARTAF EAEH =rp o)) BAA
2] 5, N2 T 9 99 A5 5 AREs 74
FolA 1o 47kA1 9] HAANAE ALEE
Granger 1384 A74A o8 #A7F #5549

A

7

S, F wse) WAE o A sekair] A
% wge] BANASE o] g HNBAS WA@Y,

4719 AHEE S AREL Granger A3HA HA A
AL8-3F unrestricted model ¥ F Y 3}t}
SHH, FAAR] AT FA A= (1719 QJElA AA

o BQlow A% HEAY FRURES
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Period
0.537
0.860
0.274
3.018*
Rear
Period
0.768
0.006
0.009
5.274%*

Front
Period
1.779
0.756
0.909
2.309
Front
Period
1.285
0.024
0.355

Ho: Flows -> Returns
0.271

Ho: Flows -> Returns

Whole
Period
0.534
0.205
0319
4.396%*
Whole
Period
1.018
0.728
0.003
4.263*

Rear
Period
2.644*
1.598
4.349%*
4.635%*
Rear
Period
9.505%*
6.465*
10.193**
3.484%*

Ho: Returns -> Flows
Front
Period
7.310%*
4.693%*
5.522%*
1.296

Ho: Returns -> Flows
Front
Period
2.941
1.885
5.849%
0.446

Whole
Period
5.969**
0.212
6.355%*
2.268
Whole
Period
1.681
1.685
14.754%*
1.136

Lag
Lag

Equity
Index
MMF
Panel B: Monthly Data
Equity
Index
MMF

Null hypothesis ‘Returns > Flows’ states that Fund returns does not Granger-cause fund flows.

Type

Bond

Type

Bond
Reported numbers are F statistics
** p <001, * p <005

A7) et El= A A16W A0, 2015

Table 2. Granger Causality Test

Panel A: Weekly Data
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Table 3. Regression on Fund Flows
Panel A: Weekly Data
Equity Inidex Bond MMF
Front Rear Front Front Rear Front Rear
Period Period Period Period Period Period Period Period
Ty -0.108** 0.018 -0.162%* 1.722%* 0.004 18.241 79.946*
Ty_o 0.032 0.032* 0.048 -0.004 1.280* 0.724%* -30.378 36.516
Ty_3 -0.024 0.010 0.107 0.275 0.430 -15.608 -0.392
Ty 0.006 0.022 0.082 -0.118 1.227* 0.372 -10.610 -34.159
flO’wt —i Yes Yes Yes Yes Yes Yes Yes
C Yes Yes Yes Yes Yes Yes Yes
N 204 261 204 204 261 204 261
R 0.245 0.664 0.296 0.622 0.557 0.084 0.116
Panel B: Monthly Data
Equity Inidex Bond MMF
Front Rear Front Front Rear Front Rear
Period Period Period Period Period Period Period Period
T -0.184 0.180%* 0.188 -0.425* 5.759* 1.896** -37.619 165.071*
Ti_o 0.015 0.003 0.308 -0.067 -2.984 0.041 11.690 -5.533
Ti_3 -0.008 0.050 -0.189 -2.069 0.522 -28.366 -16.236
Ty 0.023 -0.014 0.185 0.119 0.595 59.746 -42.553
fi low, _, Yes Yes Yes Yes Yes Yes Yes
C Yes Yes Yes Yes Yes Yes Yes
N 44 60 44 44 60 44 60
R 0.301 0.504 0.343 0.763 0.645 0.241 0.233
** p <001, * p <0.05
= Bi(feedback) A7 FAH O] Uee 4 5 Utk Foln] AANPRFE AR WEE BE ALE
9, 99 Bl A wustu gl 98 ARE AR s
AEANE 8 AR 94 PRANE A A Al I P ARES AW HARY 2ot
A9 QAR E doldh A#E YEPWAL gtk - & Granger 13 ASAHE BaskE F7H4 A
A ARG AEoh MMEAAS) Ak 3 AN 2E AT Yok $A QUFHY A9 F§
FARSE S Holal g, ABY B AA 712 Granger A#EA A A= F2HE o] W3 0% 7]
D EE AF 77 HE olEe] AE fgsge 3P BTl A= FoEo] dAgsgel fod S
AR ol GES WAL AW, MMFE] 4 MRl Ao® YEsto, 3984 Aol M= T4
$ FEAG o)F AT T W B GG 02 fOlF AT AFFANL TR ol )
S HAE FFIAV GAE dE AeR et elME 29 3, olF 7l = 4] e M &
Je, ANFEANY ASsh AusY At FE O Bad PS vehiln ok od J1e] 9] A%
ARONAG Jold A3} BEAYE, DRFAY A FAAE A= £15) Pl FYshe NS FEE
= g Qg A BRoA FRHE o] 5] |7tk & ZAAZITRE oWl ofo] tigk A g o] |
e o go] foal HE AFEgd &S vAE ARAME g Aol ¥y olyd 29 WAE
Aoz et FEWE o F ARbgom FEME o F A7l e
= 5§ FPh AE AFEEE FMNE o8
4.3 AXPHS S|HEM Ao 7 dAFE 5 (return chasing flow)o] EA5H= Aoz
% ek olsh AR AL Qus AEdAE B3

Table 3 WRFF23, e~ AHAY, T2jal
MMF9] 471 A=
S BolFaL glrk o714

g, Fxusl o4 sIzlAe] fold go) B}
T2z} o8] J|Tel Akl AR et
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