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3l ‘MKT-adj. return' A FFdES 733 47 A= 2945495 S, FF3-adj. return’> Fama-
French 3221 Rgoz FAH3 dyy A= ZFHFEo|th. 181 ‘Hedge(H-L)S HE9 XEEZTL
= Highesti W53t Lowests &3] F43 31x] XEZ2] Q] U3 Aot &5 9 G
e omlgi)

. o

=

w1
[
N RN

|

i

R O‘LN w12 fo

I

il

\—

AR 3 Factor a 7% A 19 3 AgE A= E VE
A= XEEYQ MKT*adj return FF3-adj. retum MKT-adj. return  FF3-adj. return
FEZYQ T4 T 1d 7 €8 A 23595 (%

Lowest -0.17 1.47 -0.43 1.15

(-3.63) (6.59) (-5.12) (6.81)

2 -0.24 1.44 -0.32 1.31

(-4.64) (6.72) (-5.06) (6.94)

3 -0.20 1.48 -0.16 1.50

(-4.18) (7.09) (-3.43) (7.14)

4 -0.17 1.50 -0.11 1.55

(-3.63) (7.20) (-2.62) (7.06)

5 -0.16 151 -0.10 1.57

(-361) (7.16) (-2.43) (7.06)

6 -0.17 1.48 -0.10 1.56

(-4.08) (6.97) (-2.66) (6.96)

7 -0.18 1.46 -0.11 1.55

(-4.27) (6.86) (-2.85) (6.87)

8 -0.16 1.48 -0.09 1.58

(-3.79) (6.95) (-2.25) (6.99)

9 -0.12 1.50 -0.10 1.58

(-2.79) (7.00) (-2.05) (6.99)

Highest 0.02 1.60 -0.04 1.57

0.37) (7.29) (-0.58) (6.88)

0.19 0.14 0.39 0.41

Hedge(H L) (3.98) (2.49) (4.36) (4.07)
YEEZL 74 F 1d $HE 2d 74 99y A= 295 IE(%)

-0.17 1.43 -0.69 0.81

Lowest (-347) (5.88) (-6.66) (4.66)

Highest 0.03 1.69 0.11 1.86

0.62) (6.75) (1.94) (6.95)

0.20 0.25 0.80 1.05

Hedge(H 1) (6.03) (6.69) (667) (7.71)
YEZFQ 74 ¥ 2d $HH 3d 74 Y9y A= 295 IE(%)

Lowest -0.13 1.62 -0.28 1.36

(-2.24) (5.72) (-2.62) (6.11)

Highest 0.03 1.73 -0.10 1.61

(0.58) (6.19) (-1.54) (5.79)

Hedge(H-1) 0.16 0.11 0.18 0.25

(3.05) (1.95) (1.52) (1.93)
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<E 3> AOIENL &

2vEWY g5 A5
7 5,] 7 3043} 12704 7+ A=

e

3

134 2003 1€
Ao
ZEFUS P4 F 39749 APT 23459

°
A 2A( LOW{‘)O (NAV NAVr IXFH,f)i AL 3}

H 20081 6<€7H7]
NEew 717
=27 ARz AA
=, NAV, 2 4 &

-

o} 7] =

rm

CAJ

ol
Mm o

m

B

o2 ¥

LowestZ vj=dto] 413 X -4“4‘4 Jli 0}4 %ko -3 4“]5“}
A9 A 3ME 3 AE FAEFED 71E AR 120E 2 A AR e
A= YEEZZS MKT*ad] return  FF3-adj. return MKT-adj. return FF3-adj. return
XEZYL 4 F 1d 3 €9 A= 2945998(%)
Lowest -0.06 1.62 -0.06 1.62
(-1.47) (7.18) (-1.62) (7.17)
2 -0.08 161 -0.07 1.62
(-2.03) (7.15) (-1.93) (7.22)
3 -0.09 1.59 -0.08 1.61
(-2.31) (7.11) (-2.01) (7.11)
4 -0.15 154 -0.14 1.56
(-3.87) (6.99) (-3.59) (6.94)
5 -0.21 1.47 -0.23 1.47
(-4.81) (6.88) (-5.62) (6.78)
6 -0.25 1.44 -0.31 1.40
(-5.59) (6.85) (-6.67) (6.80)
7 -0.30 1.36 -0.25 1.42
(-6.19) (6.73) (-4.51) (7.06)
8 -0.24 1.40 -0.30 1.34
(-4.11) (7.03) (-5.49) (6.84)
9 -0.22 141 -0.26 1.37
(-4.25) (6.97) (-4.68) (7.07)
Highest -0.08 158 -0.13 153
(-1.69) (7.45) (-2.62) (7.34)
-0.03 -0.04 -0.07 -0.09
Hedge(H1) (-0.93) (-1.27) (-2.18) (-2.49)
FTEEZFL 74 F 1d $REH 2d 374 99T HE 2954 E(%)
-0.03 1.65 0.00 1.70
Lowest (-0.75) (6.46) (-0.06) (6.51)
Highest -0.12 1.58 -0.15 1.50
(-2.20) (6.48) (-2.78) (6.23)
-0.09 -0.07 -0.15 -0.20
Hedge(H L) (-2.42) (-1.74) (-387) (-473)
YEZYS A F 24 $3H 39 $71K 48T HE 2950 E(%)
Lowest 0.06 1.77 0.08 1.81
(1.26) (5.95) (1.59) (5.91)
Highest -0.12 158 -0.10 1.56
(-2.30) (5.87) (-1.97) (5.99)
Hedge(H-L) -0.17 -0.20 -0.18 -0.25
(-4.50) (-4.71) (-3.49) (-4.65)




1

.

iy 47

shAl 18] ar

R

L

S

a4 et

S

Rl

=
L

A
T

7

=R

-4 Lou(2009)¢] A+~ A

A2k Z7ke) w14
ol v ol

s
=

]

i

.

o A}
o4

H=

3

3= Asgh Ass) 2k o] Folx|%|

b} ehesy

€]

o

SHAl &4
HpEk o R

o =
o] X

o

=
S|
=

=

the g 7

]

A

L "z

&k

=9 A& e g 79
A WA A Aey

%

a

Rz
R

I

o]

wowo N T E AT T A Nooo) oo T
TEN N F TR T E MG
§E e meﬂeiq,q%%@wﬂm,_
= T RO Ol E o] X0 o o ©
=¥ ds T oMET,TLoTew o
NG =) Taghw X XA
B 9 X o A N
W N = g Kok m P T T W o gy
I R ‘_uv v W P o 1 o o
P g x FOES I TEITRR coU N
(o H T NE M AT H ok b RN
= oz A W oo B oy Jo
Sme ¥, & TrelgotalsRT
. NPT zgfzfi%mﬁﬂ.\mﬁ%a%
or — T X =z 5 ° o
B L XN oz FERIesUdswog s
OLWN_.WVE Nk qmﬂﬁﬂxa%iyﬂ‘_%w
woR N o EE_zTox%ﬂngannéom
dw .o o Gtdelze XEle
— 2 AT o ©° of oy ™ x° Mbt]zu_%
N U] IR . B | o NN NI S
Mo T = ) mﬁﬂeﬁ%naﬂﬁma%ﬁomr_
oF oF T el E X0y a N mr M = o =~ o
oo ® [y ) XY el N = o o ® o X fm
X ox okl B W m oA Mowe O N O o
ﬂEmﬂﬂloL UWH ﬂooLMMo,ﬂ%:mmAl%ﬂAlﬂ,oEmuﬂAr
a Nfo < X _ ~ Ao Wk
B oo M =~ Koy -
N I %V@r%MEETﬁli b
GET LT g ANy TE TP g
lanat BRAK OOtJIO
dhdl?_ﬁo@ - ﬂ%ﬁﬂﬁ;.ﬂﬂo,ﬁza?ﬁiﬂL
a_ouﬂﬂﬂ‘ﬁﬁ% Sl RGO o W o R g R
Mﬁzﬂ,ﬂﬂo ok %M%%ﬂl%zrém«zfﬁr
o o WP N o= By N ROl B s gy
W ol X = OW oy ulr X o bl S X ok
L A VR I T MWD R T
Ui -2 D a T oo YR PN AW
I o ol ~ ol = s = A1 No ft o))
™~ o T OE om w ppoo® o N gy = we Uy
SR I - S R TH oM T E oo XN o

F

slucks FAHIFE WES o

o

(perfect scaling)



48 I g H e

718k BEZ 0l FA W FEol XA (partial scaling) 7HsAdS oF7)gkt} o] 9F e
FEYd W2 FARAEFY] FEAQ0 2AAEE ERlsy] AdlA of 4 3)F
22 AT EGE S FAA

dSHR, ;, = ay+a, PERFLOW,,, +a,0WN,

@t —1

+ay;PERFLOW, , <X OWN, ;,_,
+a,LigCost;, | +a;PERFLOW, , X LiqCost;,
+agFLigCost; , +a7PE'RFLOVVN X FOWN,,_,

+agFLigCost, ,_y +ayPERFLOW, X FLiqCost; ;| +¢

it

2 ()M SHER; ;= A= 7F 122 B3t e 74 o] RAiTds
I WSS YN e dSHR; = (SHE;;/SHR; ;1) Z3319 Y. A2 PER
FLOW, = A= ¢ 8 SA=/A vl&2A 2 )9 2ol ST Flow = 1%
%4 IXHVW NAV 2 Vol AXbstdty. OWN; e r& SHR; 2 72 jo &
T2 e 2 ol i As o] ARgolt). LigCosty = 2 joll digk
O 2A, B A= I AEE o] &ste] AXEeE Amihud(2002)2] € H]
SAAZ ARSI Tr. FOWN; 2+ FLiqCosti,-ri= ZYZy A= 9] 19 Hat
&g H- &0 =AM, OWN; st LigCost,r2 b Aol tigh e A
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de=o] AFEEH FAAYZE Frll vAE &3 49

oJ7lel = HEZZE B AFHERC W A= g 457 A ok 4 )3
e 3ANE FA43 AnE AAEal vk SHR A= A b (g Baeta Qe 74 o BRe4FE
= Urehﬂ g, 25849 dSHR;; = (SHR;;/SHR;; -1) v ditl, AW 49 PERFLOW, ;= A=

o

9 4 AT MERA <FE 3>oM AWI FLOW, S NAV, 2 ol AatAtt. OWNere
SH[?,”;E A Aol F4 jEAFAPR e 4 ol i@ s AR, LigCost - T4 o
e FEugoz Il RS o] &8t F4F Amihud(2002)] € HGEASAX otk FOWN;, 7
FLigCostye = 7V7F 199 AE /o B FAAEE} F50E22 OWN,,e 9 LigCostye 15 7t 52
of t3t dge A= AY HF () 0E FhEgste] AXEgih BE ok e ke o,

dSHR,;,;[ = ap +21PERFLOVV;;¢ +320VW\7,;];[ 7 +83PERFLOVV;;1XOVWV,;,;[ 7 +34L1'(]COSZ};[ 7
+asPERFLOW, :xLiqCost+-1 + asFOWN; -1 + aiPERFLOW, :xFOWN; -1

¥
L

+asF'LiqCosti -1 + asPERFLOW, xFLiqCoStii1 + €14 3)

A 2E AaeEfisE 22 e B8
2yl Xy 2 X¥3 KHFY ] HFY2 HFY3 RFY 1 BF 2 2FY 3
Intercept 0.9465 09466 0.9486 1.2011 1.2011 1.2046 0.5837 05838 0.5859
(4.00)  (4.00) (4000 (289 (289 (290) (460) (4.60) (4.60)
PERFLOW 09892 09893 09894 2.0580 2.0567 2.0552 0.9966 0.9967 0.9969
(899) (899 (898 (0.60) (0.60) (0.60) (28.94) (2893) (28.90)
OWN -0.0003  0.0017 -0.0022 -0.0018 -0.0001 -0.0005
(-0.01)  (0.0D (-0.01) (-0.01) (-0.00) (-0.01)
PERFLOWxOWN -0.0039 -0.0161 0.0281 0.0275 -0.0126 -0.0020
(=0.00) (-0.01) 0.01)  (0.01) (=0.03)  (-0.00)
LigCost -0.0112  0.0004 -0.0016  0.0227 -0.0044 -0.0002
(-0.02)  (0.00) (-0.00)  (0.02) (-0.03) (-0.00)
PERFLOWxLiqCost -0.0283 -0.0242 0.4550  0.5037 -0.0349 -0.0210
(=0.01) (-0.01) 0.02)  (0.02) (=0.05) (-0.03)
FOWN -0.0022 -0.0087 0.0005
(-0.02) (-0.02) (0.01)
PERFLOWXFOWN -0.1353 -0.0823 -0.5501
(-0.02) (-0.01) (-0.12)
FLigCost -0.3814 -0.9672 -0.1049
(-0.15) (-0.13) (-0.11)
PERFLOW xFLiqCost -0.3666 -0.2625 -0.7415
(-0.02) (=0.00) (-0.14)

BEAF 2,621,724 1,730,223 891,501

EOAY AZE F4& FEZYH LAY = HALE V& BiFAE b
BEAY 24 , 2 9l we a7
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FIT,,, = SHR, ,,_, < (PERFLOW,, < PSF,,_,) (4)
2 (DA PSFi & a9
scaling factor)E YER =], <& 4>9 #x B A3E ng oz AFf=el 4
Fglo] 1= AAsITE 1 s, 2 6)¢F o] e 24 jol gk 1A H=
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TR AgEER FAAHTE Foll viA= &3 51

<E 5> XNFREU0 wE JtALEIIE HE At
= +

ANNE A= AFREY BE FHANL AE FH5AF v AAGREFE AFH] 909
A 2002 19378 20081 69747 27027H A=} BRI Y BE FAEC dote] A= AFHEY
of WE AAGUSHAFIPPLOE D A2 AT, olF JlFow Y FAT AR FA LEE
o9 ZEZEQ T4 U3 olF 24749 UHT 2AFAE(©) 24 A% ANtD ek B Ao
A AEEAe BE AAGESEAE AW A S HE o) 24 el O AFFEY ne
ANHFIT, = SHRy xPERFLOW, )3 RE ol 74 jol vl@ AAGuZAA FIPP, & Aee)
S 21l o A A=) R4 o e AASIEAAEIPP)E oktlel 4 ()5 ol el SAstalr
o, QuiSHR;: & 74 jo 19 % WaF4% otk EolA MKT-adj. = KOSPI A559 &< A3

o

T i
St 2 LEZEQ 9 AFEA ¥HT 294 ES, FF3-adj. = Fama-French 38% 3oz =43t
. o Folrty. 281 ‘Hedge(H-L)S AR FEZEQ % Highest® w48} 1, LowestE H

A5t %
wale] TR A4 TEZelod nF gtk BE okel e r@e udch
FIPP;; = 3; FIT;;/OutSHR;+; = 3 FIPP;;; (5)
FIPPjt /1% H%9] 74 ZEEH29] dn 2AF5(%)
Ghailee TEEL 74 9 74 F 14 74 F 14%E 247
TEETL MKT-ad;. FF3-ad;. MKT-ad;. FF3-ad. MKT-ad;. FF3-ad;.
AR ol o A%
Lowest 0.12 -0.55 0.17 -0.52 -0.18 -0.91
0.27) (-1.21) (1.35) (-4.56) (-1.40) (=7.74)
0.42 -0.33 0.32 -0.36 0.22 -0.65
(0.93) (-0.77) (2.66) (-3.24) (1.47) (-4.74)
0.27 -0.27 0.23 -0.45 0.16 -0.72
0.63) (-0.63) (1.88) (-4.09) (1.15) (-5.60)
4 -0.04 -0.87 0.19 -0.50 0.36 -0.53
(-0.10) (-2.09) (1.60) (-4.61) (2.57) (-4.23)
5 0.36 -0.69 0.22 -0.57 0.50 -0.54
(0.75) (-1.69) (1.63) (-4.65) (3.27) (-4.05)
6 -0.03 -1.01 0.06 -0.68 0.29 -0.81
(-0.06) (-2.34) (0.47) (-5.48) (1.86) (=5.90)
7 -0.04 -1.05 0.34 -0.50 0.42 -0.71
(-0.07) (-2.27) (2.27) (=3.69) (2.66) (-5.37)
8 0.16 -0.64 0.30 -042 0.61 -0.54
(0.31) (-1.27) (2.26) (-3.48) (3.86) (-4.04)
9 0.95 0.00 0.40 -0.36 0.53 -0.35
(1.88) (0.00) (2.93) (-2.84) (3.93) (-2.94)
Highest 1.13 0.14 0.33 -0.33 0.37 -0.43
(2.28) (0.32) (2.68) (-2.93) (2.81) (-3.58)
Hedge(H-L) 1.01 0.31 0.16 -0.19 0.55 0.09
(243) (0.72) (1.56) (-1.73) (4.70) (0.75)
391717 1(2002. 01~2005. 06)° wist 23}
Lowest 0.55 0.05 0.26 -0.36 -0.12 -0.78
(0.85) (0.08) (1.53) (-2.06) (-0.76) (-4.71)
Highest 1.60 0.71 0.65 0.18 0.48 -0.31
(2.16) (1.06) (3.74) (1.09) (2.91) (-1.84)
Hedge(H-L) 1.04 0.30 0.38 0.19 0.60 0.12
(1.70) (0.50) (2.52) (1.18) (3.91) (0.66)
3191717k 2(2005. 07~2008. 06) tig Az}
Lowest -0.39 -1.31 0.05 -0.67 -0.28 -0.81
(-0.61) (-2.48) (0.28) (-5.27) (-1.31) (-5.31)
Highest 0.57 -0.62 -0.06 -0.75 0.17 -0.14
(0.90) (-1.24) (-0.33) (-6.00) 0.78) (-0.92)
Hedge(H-L) 0.96 0.29 -0.11 -0.50 0.45 0.24

(1.97) (0.63) (-0.76) (-3.40) (2.61) (1.46)
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Mutual Funds Trading and its
Impact on Stock Prices’

Bong—Chan Kho* - Jin-Woo Kimsx*

<abstract>

This paper examines the existence of the fund performance persistence and the smart money effect
in Korean stock market and tests the flow-induced price pressure (FIPP) hypothesis, that is, fund
flows affect individual stock returns and mutual fund performance. This paper also tests whether
the FIPP effect can cause the performance persistence using the monthly returns and stock holdings
data of 2,702 Korean mutual funds from January 2002 to June 2008.

The empirical results indicate that the performance persistence exists significantly for a long time
but the smart money effect does not. The hedge portfolio constructed by buying funds with the
highest past 12 months performance and selling funds with the lowest past 12 months performance
earns 0.11%~1.05% monthly abnormal returns, on average, in 3 years from portfolio formation month,
but the hedge portfolio constructed by buying funds with the highest past net fund inflows and
selling funds with the lowest past net fund inflows cannot earn positive monthly abnormal returns
and the size of negative abnormal returns of the portfolio increase as time goes on.

We find the evidence that the FIPP hypothesis is significantly supported. We first estimate the
FIPP measure for each individual stock using the trading volume resulting from past fund flows
and then construct the hedge portfolio by buying stocks with the highest FIPP measure and selling
stocks with the lowest FIPP measure. That portfolio earns significantly positive abnormal return,
1.01% at only portfolio formation month and cannot earn significant abnormal returns after forma-
tion month. But, the FIPP effect cannot cause the performance persistence because, within the same
FIPP measure group, funds with higher past performance still earn higher monthly abnormal returns
than those with lower past performance by 0.08%~0.77%, on average, in 2 years. These results
imply that the main cause of the performance persistence in Korean stock market is the difference
of fund managers’ ability rather than the FIPP effect.

Keywords : Mutual Funds, Performance Persistence, Smart Money Effect, Flow-Induced Price

Pressure Hypothesis, Fund Flows
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