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Abstract

Purpose - The purpose of this study is to show the need to use the past long-term returns for
investment decisions in U.S. equity funds and to suggest an investment strategy using long-term
returns.

Design/methodology/approach - This study solves the problem of high return volatility in long-term
returns and proposes new investment portfolios based on the behavior of fund investors according
to past returns. For the investment portfolio of this study, 60 months are divided into several
periods and the average of the performance ranks for each period is used.

Findings - First, funds with high average returns over multiple periods have lower future outflows
and higher future returns than funds with high 60-month cumulative returns. Second, funds with low
average returns over multiple periods have lower future inflows and lower future returns than funds
with low 60-month cumulative returns. The findings mean that when making decisions based on
past long-term returns, it is a smarter investment choice to buy funds with high average returns over
multiple periods and sell funds with low average returns over multiple periods.

Research implications or Originality - This study shows that it is necessary to use long-term returns
in fund investment by analyzing the characteristics of the portfolio based on past returns. In
addition, the study is meaningful in that it suggests a way to use long-term returns more efficiently
based on the behavior of fund investors and shows that such investments lead to higher returns in
the future.

Keywords: Fund Flows, Fund Investment Strategy, Fund Long-term Return, Future Return, U.S. Equity
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1. A&

T8 #HE BExae s APollA] SvlEaL QlE HE FollA] zRrle] AbEA ¢ wE) Mesk HEo
FAgt, JE 1R, A9, 7R 5 FAd 22E 7 e B2 8300 AT Ippolito (1992),
Gruber (1996), Brown et al, (1996), Chevalier and Ellison (1997), Sirri and Tufano (1998),
Lynch and Musto (2003), Huang et al. (2007), Ferreira et al, (2012) ¥ %2 A4+ #HAx=9] 347
T g wel AFs ol AR skt o|E2 A £Eo| 2 AR FHFEE(ETHYol
A FERES AR FFEE)0] T7HEE Bk D SRtk ONeal (2004), Cashman et al, (2012),
Ha and Ko (2019)& #HE9] d5/YH d5/ES Yol A2 A= T} A B5F
2 AR E e ESS Bt &, dubdez ¢ gL Bt £UES F53e dAFgs
Ale-ARE, FeES FEshs Zdy g (momentum strategy) Al F&o] Ax3 A=Z ATHY
< S7M171E vl A & (contrarian strategy), $E°] £ HER HFHES S7/MAA BA
ololS Adste dFHE A+ FAAE EAlgth= Aot

A A= Fxxle] B4 A7 o] 83t 2851, Coval and Stafford (2007), Song (2020)-2
olgjgt HERo dFEFo| B 2 & HAx9 v gl JFS nHThaL 39irt.2) Coval and
Stafford (2007)= HA=7t AufrEel Bol B F2& F8H mixstd g 72 78] #43]
stetetar, Aafdol Wol B F25 FotA vidshd sld 2 Felgo]l 543 45ds Bt
&gk Song (2020)2 A7t 2 HER F4% AEEE 71
ste] ml vre FolgR olojival sttt ol AA A WE IAFSEOR s A=
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FRlER olojR|A] ¢& & JubE Zlo|t}. Brown et al, (1996), Sirri and Tufano (1998)& UuH3
A AL Azt gl 7 s vhEtkaL shgitt, ofo] B At AA A H 77t
therslale] oo e FFEES B EI T2 A= Fxxte] dFl 2As Y o B
A B2l Woks AAE] Bat gt oju] I35 88 dFdY EHEE U] AEFeEA
AF5 5o TS HA BRowr ¢kgHoz L8EE A=E golR Al 3},

WA, BA NE, 30Y, o/1E, 12704, 24709, 3670, 607NE 73 olg TEZR| 9 dFEE
< BA35e] Aol FHEFEE Zholl B(+)e] BAVE EATE B & AL, 2470Y FelEoAN sdEE
Bo] 71 A JFS 1SS & F J3Lh F, YukHo g @ TR} 2409 FolEel Wt oAbEA
b AL oulditt, A EFEAYY FAES U] BAEEY A 49 dudix deh
o] EA5te] o]l Ad M, ¥ 39 HEoME dFFYoel EAste] WA o] EATS
I Ak, olEfdt A2 A S 7Ibe] #E5E A, A 7 VITte] oA FoEQITh
A= vy el A o7t & A ofn| $EFEEo] d(+)ol7] whitd =} 2A S8t
A GFo A Ay} e o HEe} vusle] AHe g A2 dFHES VMAe HET) ol Fab
Agke AEHAY M2z T4 As A7) 4& Aol w2 37 Al e des 4t
Azgk o2 Hrol vlaste] Ao s we dgfye] Jow HE R AV Ho] A2 A
AeEd 80 E F & Aolt}. olo] B AFE Ao WE £HFEE Wil 3x gowA
47 39 Hzof o]o] A A, A 5k9] Hro] wi A Mo A EAlHE A g TER
o8 F83le FaF WAFS AR IA} g},

At FHE A7) FAgL s 77t Fete] £

=
i =
4 TEZL| Q0] BAe BAS 7] £A Folge] w

N
e

1) Sirri and Tufano (1998), Lynch and Musto (2003)= H1= Adkel F3F3E 7k EE(convex) FAZE EAgaL 3FIA]
Wk, Ferreira et al, (2012), Ha and Ko (2019)& A3 #719)S B )

2) Pastor and Stambaugh (2012), Berk and Binsbergen (2015), Pastor et al. (2015)& H= Ak F50llx] 9] v A7}
EAE Bk olEe HF4 FAlactive investing) FE Aol U} F7lskal, AustE 8L a7skal Qe el A
o] 23 s gk 2 AA o ofegxivkal itk MY, 253, ondd (2008), e, o)A, AEE (2019)=
g FAY ASE dido R tnel 4F ke #AE Ak
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= ThE sl mmste] A7) A FojEo] At ol A
1ol W Shel DEoE BREAT T 71k Bk solEo] F& ARk e s)7o] EAlSeirhs

RS ogujgict, olefd Fe WEHL AT FAd 7] FUES B FH £UEL thalste] 1018

Wsto] tjd JRE WIT Dart Yee DA oo B AP By +H 5oE TEFee

e 2y Folg WEA BAS AAaA, @FEFd e A7 B TEFees PN,
}

: & SRR BAsuaA g,
A7) elg YRE BEtel 3P /I B U AYHOE 288 HEE 7] 945 G0jEE ol
7

71z ol Zh 713 A3 9lE Bud frol :e(W2) A=E A aFes Hodit
o]& 607HY 2 FofEel we A 25 v d55E 3 £AES vud e g3
2t A, o 7R el Wito] E2(Wh) dEr AT FEdllA HgH e FofEe] w715
wlEel 6070 4 olE TEZ QW FoE WEAE Al 60/1Y T4 FoEe] duig= Agtr)
A, 47 39 2F 2 HlaE F3 oY IR FoEe] WHH R e HEIF 60/1E A FoEol

A=Y v o 92 d5FE, U 22 Y FIES 7HE ERlskan. AR, A3 sk 2%
|32 2] 2 A=} 60/ Y FA FoEo] B HEHT) v
N A FAES 7HS ARl o= FA A7IRE FEel &Sty oA
, o8 713 FolE Hoto] & HEE v, o7 7R FelE Heol B HEE vEske
ok JAl, 12709, 24709 3670E FoES E839s o, o
ZQ 7t v FoE Aol A GUTh ol HA FUE
FolE WEAd0] #o}, ofE] 7k Ure] ES Bashs Wl A7) FoEelA

Gruber (1996), Brown et al, (1996), Chevalier and Ellison (1997), Sirri and Tufano (1998),
Lynch and Musto (2003) 5 7|& AFE ©7] Aol 248 uto] Aol d535F 1t #AE
EAEIAIEE, 2 AFE A B e HE d55ES 2R V] FUES 870 E 83+
WerS AL QHA o2 8 HER Tt v o] 2 FER olojs Hithe=
Ae] oJulE 71F}, (Appendix 1) & v]=r AF-83 3 (ICE Investment Company Institute) of| 4]
A Fd= “2021 Investment Company Fact Book™®] vl= H3d A= ddox /A1 & A8
F2Y HE B @o| FAlslhe HEd 7S T A= AY IAES AN As BRoFEH
1985AFE] AA7FA o] FAE B A 3dgo] A& Hasta de As £ 5 Utk ol A=
FAA7L F210 uig] e vl 5 F HAa%S AA 7R Uro] AktEE Al sdEe] B
HAEE dssle Aol S7kekaL Jokal 2 4 ok, At &gt AsEn hgHor R Ee HER
FAE Wol sk Slvke Aottt ol2jgk dclel sl FEsj i, YA O % Fama and French (2010)
T B AFeA Bl AAE FAE st T AP 28R 49E @] o A= st
HE FxpAbe] B4 AAE Fol= dllol drh. A sd&] vt T2 A vE&E& S7HA
HE $£58 J7FR o]ojZt}, Ferreira et al. (2012)9]4 #A= ke Ax=9l vl= H= ExAE
A FAKsophisticated investors)< B AET], AL 71 A= AkQJollx HE FAAE HhA
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A s o AL H
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o= o]y AMNE LAl HAS AHolth, old utE} Ay} Eidt HuH PgHoz 89 ASE
AzaA "k Az & ¢tk 3) ETF(Exchange Traded Fund) Al o] A&z o2 whdsta =
A >89

© olo] REEE @olet @ 5 Utk ¥ ATE ofefd 2AZ wste] 4717 AgH o
oy

— = O
A7 P ted gk [3E 97 A=, IFds 34 $98 TEEe 5
, Vel A7) ol Ane] 28 Weke 4% ¥4 Avm weEth Vel 222 Bu)

3) Fact BookelM= 77 3|xgo] vt A= Aashs 7JFe] slvtal 285 W 9L, o Aldl thaf AFskaL A ot Axks
o] FROR ol2jd WS Al Bttt AN FAAES risk-aversion ZFolut Rl (momentum) A5 o nw HEE
F & Aolr}. AN risk-aversion Aoy EdllE (momentum) A& @S o AU 7 #4E 58 dEAS F de A
ofct. o] el tisiME FF TR HAE.
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E 7= Center for Research in Security Prices (CRSP) mutual fund database$} Securities
Exchange Commission (SEC) Electronic Data Gathering, Analysis, and Retrieval (EDGAR) data-
base?] n= FF4 A= A8E o]&3t}t, CRSP mutual fund databaseol|A= H=o] ¥ S=ol&)
TE, 9%, 58 A%, SEC EDGAR databaseol e HE9] 27 Brf(new sales)} $Hofl(redeemed
cash) &9, 79 3HE& A8E o|&3th ¥ 3 o|AE, Fama and French (1993)9] 3 @9l 4
Jegadeesh and Titman (1993)¢] =wlg] 2<21& Kenneth French &3 o]z]ol|lA A}, 1994 FE
SEC7} EDGAR database® A|F3st lo] 2 AFE 1994 14RE 20159 6Y71A nl= F2¥
Frd 4= e g9

F218 H=+= CRSPY] Strategic Insights, Lipper £ 7] <AsI=4l, 1994d 1€5E 1998
6¥7IA| & Strategic Insights 57 7150l ulel AGG (Equity USA Aggr. Growt), GRO (Equity USA
Growth), GRI (Equity USA Growth & Income), ING (Equity USA Income & Growth), GMC
(Equity USA Midcaps), SCG (Equity USA Small), 19983 7¥€5€ 20153 6¥7}A+= Lipper ¥&
7]l Wl CA (Capital Appreciation Funds), G (Growth Funds), GI (Growth and Income
Funds), MC (Mid-Cap Funds), SG (Small-Cap Funds), MR (Micro-Cap Funds)o] Eg¥t}, o]
% Exchange Traded Funds (ETF)¢} ¢ldl~ #Ax=+= A e]3lt}. Elton et al. (2001), Evans (2010)&=
TR Aol e A=E FEH 8o oy SEHR] FIFE It EAgte AS 1o, A=
B =7} $15 million of3kel A=} 33 wwke] AE 7I7HE 717 HEE A ejgitt, ol2d A4S
3l 35627 FAE H=E HE B e R gk

H 3= ONeal (2004), Cashman et al, (2012), Ha and Ko (2019)%} Zo] A5 &S ¢3AFE
5, 35FY, @uREE ol B4t gt /1 At io] RS ER(EHTEE, A9y, €5
Z)& EDGAR databased] A9t #Hvl(new sales)9} $hvfj(redeemed cash) F99-& o] &3t v}
o] Aikgt,

inflows; , = new sales; ,/ TNA; , (1)
outflows,, = redeemed cash; ,/ TNA,, (2)
net flows;, = inflows, , — outflows,, (3)

o]7]4] TNA(Total Net Assets)= HE FEZ AL (t-19)9] e o] &3lth T EE(net flows)o]

~90%1t} Ay, AEfrY(inflows)?} @FHfrZ(outlows)o] 1000%=2 & ST FFEEL #EA|
oM Al efs}aict.
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4) B odtolA ARE3E SEC EDGAR database?] A5 vfje} kil Fal-2 Form N-SAR(semiannual report) ARZ 5319}, 3t
Ak SECE 201949 7€9%3E Form N-SAR AEZE Form N-CEN, Form N-PORTE o] Huska loh,
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AL(t-19) o2 dAge A A o]F AE Y o, F54EE CRSPY 8FFE(expense ratio),
7Y A& CRSPolAE ¥ 218, EDGARdIAME w718 223 ATt glo] EDGARY) #e
ARk, A 23 98 % A= *0‘ EolM A} FAES AR FAER F7] 43 2A 717
Zolo] YW A|F 27} 0B 9 FFHaE Fakdvk. VN 3] A #EA| FUt Fe}
FIJE FFAAE T8HA XSkt

oE,
r:tJ

W Ae 3A A 9] 20%, D B shel 20% 5] 545 AR Zlolth 49 25| B¢
FoAE 54 7kl S7HETE HEIE A S7KskAL, R " A &L Hashs APl de=
£ Qloh i, A9 ARl 7RG st feth ke el A g 54 VI3l
TS TR astal 8, aE, Adsde 7RI ols Y] 7H FolEe] & AEe
TEZF A PHO R 8 Ee dEolal, Y] A FolEe] v dre AW dA 2eEL R}
e AEgds T %E} Y e v S Jr~ e A1E FERE Uro] ARtEE A
382 6071E 72 #‘21%01 e A7 7P w2, 6070 7 Fege] v HETL 7MY
= Ws 7RI z, 371 7H FolEol & A= ﬂﬂ%ﬂ HsHA] FPAE E2 $f S 7HAE
RHA, A7) A gelEe] W HEs ArE MistARH (S Fele] 8k ke do] AXRE A
A& AREE olF AT F §l) B2 FIER oloyrn T & Jlu. FEE 60/4Y 4
FOE A9l 2Fol 7P AL, skl gl 7 =Y

o A 4 A 23 ol HHE By, 3 FolE 54 7RE Eke] 9 FHeR AR
A Ao Aol Foluw A& & & Atk F, A9 AFelM AA UlE feEe 3.07%,
3N FA FoES 1.92%, 6070 F4 FE2 0.53%2] 4 Hi Fo4ES 7L, a9l 2EelA
A N FAE2 2.88%, 370 FA FoE2 ~1.71%, 6078 2 o182 -0.42%2] ¥ Wi
FES 7l vt g 7Rt F<tel —‘é A 23} ol BEdAE B 372
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2 FEZFQE B A9 IFL 2.54%, 39
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2 9J9t}. Brown et al, (1996), Sirri and Tufano (1998)& A= X427} #4 12709 F7 &9
71 Al WSSkl shdtt, sEAINE 7] A gl 2 HET) R A PgHeR %% a
Qo] MiYdE THE F A& Folx, A7) T FYEe| v HAEv) Ao wi FEI} Ao} £84<l
80| g F 7] wiel g 1EE = IS Aot oldf AY] £UES EEalE FH -’F° =)
alste] el Wslel] digt RS vdd £ e WHS AXSl R gt
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Sirri and Tufano (1998), Huang et al. (2007) & %2 7 IA AP/t =& A== £dF5 50|
F43M F7FeHE B=Hl, Coval and Stafford (2007), Song (2020)2 o]2]3t AF3s 50| BHf 524
2 Ao njg £Eo "’15:% n kL skgdek, Coval and Stafford (2007)& dFfZ0] vl$ 2o

o

Aot 742 Fapl v, @FRdel e ¥ At FAS T s Hol 4 Folgel e
vk S, Song (20200€ A= £EFEEY F742 ods A= WUASE 283710 g Fuot
He vle) Azg YF ololdtkn Sigltt. %, A= WFEE A= S-80 P vlUThe Aolrh,

) & AT A U AR CRSPO AT $5RE AT SRR SR ok 49 IF, SRRk ol 39l 2
o2 4ol 7ol gk o1 H2Lsh) S48 (Appendix 2)= CRSP AE3E ol PULHAED I
SolRg Agslel polE TEFelo PR ool ME B4 BAR AS Helerh, +5EE AS 7%, 0%, A 98¢
& (Table 1y34 79 4 4 Helc), ol (Table 1)9) 258 A% F #9188 AHgato] 4olel 491 % o9l 250l +
Fel Gagol A EARPIE AT AT £8 ool et FiE AUS welETh HE TRt $rag Aad 28l o
o T b S T AR 9] uhgol, 34 Folgl mE vl S WF5E 9 45HE $HSHE B AT CRSPeIN
A S48 G F FoES g Pt
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Table 1. Characteristics of Portfolios Based on Past Returns

Average of Std. of

. Size Age Expense Turnover iy el
Period  gpilion) (Mognth) ratio (%)  ratio (%) ~ market  market
eXxcess excess
returns (%) returns (%)
1 Month 1,937 203 1.20 21.03 3.07 -
3 Months 1,934 198 1.20 20.44 1.92 -
Panel A: 6 Months 1,990 196 1.21 20.46 1.43 2.54
High 12 Months 2,163 195 1.20 20.39 1.13 2.69
portfolio 24 Months 2,328 192 1.20 19.71 0.83 2.76
36 Months 2,520 193 1.19 19.74 0.69 2.80
60 Months 3,021 208 1.17 19.34 0.53 2.83
1 Month 1,965 208 1.19 20.78 -2.88 -
3 Months 1,957 209 1.19 20.87 -1.71 -
) 6 Months 1,876 209 1.20 21.34 -1.23 2.38
Panel B: 45 Months 1,753 210 119 2192 096 2.49
Low portfolio
24 Months 1,564 211 1.20 22.32 -0.70 2.48
36 Months 1,430 216 1.21 22.00 -0.57 2.54
60 Months 1,342 237 1.23 23.20 -0.42 2.60

ool B 937 Sirri and Tufano (1998)¢] kA A3} Fﬂr%’— HFEE, Song (2020)8] #A HFs=2
o W2 AHE AAANA v F2 FAES 7HAE FAF WS F2ax) gk, WA (Table 2)+= 7t
Aol A 114, 30, /1L, 1270Y, 247014, 36714, 607 H% 2 elgd wel bz =95 viA
49l 20%, 3F91 20% LFel sk H=S thy € £dFSE, duhRYd, dERE, 499 49E
23 Aot} 422 dutE vid 7t 2FER Y UL FAES HAEL v AAd 2¥ES
A5},

R, = o+ By, + BySMB, + B3 HML, + B, MOM, + ¢, (4)

o, R tde] A a0, a9, diek Bk abe)e] HE #oE,
Tttt AP FAEANA o] T8 o|A&& Azer AT ZEn|d,
SMB,: t2¢] Fama and French (1993)9] 719 & L9,

HML,: t8¢] Fama and French (1993)¢] B/M &29l,
MOM,: t89] Jegadeesh and Titman (1993)¢] =gl @9l

| AEFEHET 2oF FHH) I35 E,
Aerdrc Eok 2] £FFEES 730 JHL Coll &

%Tjr @T—:L-‘r’r‘?:}, H ge dEfE
@l Sirri and Tufano (1998) Huang

jg
to o

o] 5
SIS, ol 37 olsl SRFEE 7be] F)el B} 8L 0

et al. (2007)3 dX|gl= Aot A3 &7 7|7t wel AF3E Ao Aot EA8=t] 39
a5 BF 855 Ed dERde 3 200E 74 FIEdM M =3, UL FYECAM
uia, 3kl 2Fe] A9 #A 3670E 7 FelEdA dufEe] /M Eob %@i g0 7h vt

6) (Table 2) <] B frelge: Bitol 0olehs AL stol % 452 Aol &, AFHUT AFAEE 2T F2l %g 7
A7) el W AF) frol e AR Aol
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Table 2. Flows and Returns for the Following Month of Portfolios Based on Past Returns

Period Net flows (%) Inflows (%) Outflows (%)  4-factor alpha (%)

1 Month 0.44 #xx 3.45 *xx 3.00 #x*x 0.31 *x

3 Months 0.83 *** 3.75 *x* 2.92 *xx 0.34 **

Panel A: 6 Months 1.08 #xx 3.92 #xx 2.84 wxx 0.30 **

High 12 Months 1.37 sk 4.20 *x 2.83 #kx 0.22 **
portfolio 24 Months 1.50 % 4.37 #xx 2.86 #xx 0.14
36 Months 1.43 #*x 4.25 #*x 2.82 #*x 0.10
60 Months 1.17 #%x 3.89 #xx 2.72 **x 0.05
1 Month -0.64 *** 2.69 *xx 3.33 ok -0.09
3 Months -0.91 *x*x 2.52 #oxx 3.43 #xx -0.07
Panel B: 6 Months =117 #xx 2.42 *xx 3.59 *xx -0.04
Low 12 Months =1.42 x*x 2.29 *xx 3.71 *%x 0.05
portfolio 24 Months -1.46 *** 2.26 *xx 3.72 *xx 0.09
36 Months =1.47 »*x 2.34 *xx 3.81 *xx 0.12
60 Months =1.39 sk 2.17 #oxx 3.56 #*x 0.14
1 Month 1.08 0.76 -0.32 0.40

(9.07) *** (5.55) *** (-4.33) *** (2.08) **
3 Months 1.75 1.23 -0.52 0.41

(11.37) »xx (7.17) % (-4.89) *x*x (1.81) =

Panel C: 6 Months 2.25 150 -0.75 0.34
Difference (14.24) *** (8.10) #x* (=6.04) *** (1.53)
between 12 Months 279 1.91 -0.88 0.18
high and (15.40) #*x (10.31) »#x (=7.14) #xx (1.08)
lOW_ 24 Months 2.96 2.10 -0.86 0.05
portfolios (17.28) #x (14.40) *=x (-7.87) wx (0.36)
36 Months 2.90 1.91 -0.99 -0.02
(17.37) =*x (13.49) #xx* (=7.63) **x (-0.17)
60 Months 255 1.72 -0.84 -0.09
(17.47) wxx (12.55) *xx* (=7.50) **x (-0.80)

Notes: 1. p: ***<0.01, **<0.05 and *<0.10.
2. The t-statistic is in parentheses and is measured using the standard error of Newey-West (1987).

HE e golA dafEol 718 Rt 47] 0071E 734 Y& UE sATEE2 49 2 59

F 25 ddgtes 2y 4ime =

o714 FEE wksl 721 Cashman et al. (2012), Ha and Ko (2019)¢} #o]
AEFEo] A8 43t Y2 HEE dF-fdel A=, oleldt A2 A%
T5 oJET. At 22 AR Y dF5HE2 HE AR ]9 A Hd, 2

S s AR deko] EAgTaL B & Q& Foltt, A A7) F4 FAUAE fq'a} ]Eﬁ‘}

o] A4 9 v AY M) HEt Fol=v AL (Table 1) 9l A & Hud A7 7]
Folgo wef o]dg HAdslr|de Aoz ulf & FoEo] ofaL, 7] FelEe wef vkl A
AFE Asrlolle Ay g ve e 59 % | oly7] Mo 2 olafjd 4 vk, TEZFEL T4
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(1] A 104, 3704, 6704, 12704, 24704, 36704, 6070 2 el wet 242 A3 =98
wi71aL, 770 A3 =9l Fte Tete] Watol el(Ehe]) 20%el dPEle HE

2l 347 6070 E FelES LA Wro] MY rA FojEdl wel 42 A &8 vi7)aL, 2078
A% &) Fate Teke] Hatol AFHAGH) 20%l sfdete H=

31 A7 6070 E FolES 6/1EH vro] o/ w4 ol wet 2447 A3t &91E 7], 1070
A% &) Fate eke] Htol AFHIEH) 20%l sjdets H=

(4] 77 607HY FlEs 1204 vl 12709 74 FojEd wet 2tz A3 95 vzl
57 A3 =9le] Bt Fekel "ol AFLI(EHe]) 20%¢l BEhe A=

EEEYQ (1] dA AHE 7Ieez @], 571, 37 74 Felgc] BiHos 2(42) dE=
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Morning Star$} 2 371 73S 1Y, 309, oY, 1270, 2470€, 3670, 6070¥
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Table 3. Cumulative Returns and Return Volatility of Portfolios Based on the Past 60-month

Returns
Portfolios
[0 (1 [2 Bl [4
High  60-month cumulative market excess returns (%)  36.65 2559 3388 3347 33.30
portfolio  Std. of monthly market excess returns (%) 2.83 2.75 2.65 2.60 254
Low 60-month cumulative market excess returns (%) -23.48 -16.02 -2152 -2148 -21.62
portfolio  Std. of monthly market excess returns (%) 2.60 2.46 2.37 243 2.45

At ole TEFYO (-4 0/19S thadd WEoR 717ke FRste] ol 717t 59
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(1~[4]e} Blaste] 2] =ofgo] 1 7] el dafrddol o Be & & ZolaL, v B2 d5-fds
=
a=N

AAE A= wle) B e AR olold 4 2le AelTh ol AL Hela] slel w9l 1
A EEZDC A Ae e 2490, ol Fo D2 A= FAR
Aol 2ATe] 7] FolEe HEAoR B vd) B +oUFR olod = A ATV
(Table 4) s} (Table 5y 60742 5018 Aol whe vid) 1749, 3709, 674, 12749, 24744,
36709, 607le] BEEEI} 409 P3E HelFth TEZ T4 AR 43} 15 oI5

712K +kd)e] 2t 5 AFEF 3 FUE e o8t 489 vl FYE HAS THUFE
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JARE FEZZ L [1HO0lo] v 6070E St F(+H)e] £AFEEH FFFUS /ML FEZYR
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Aol Ak ojvloltt, £ e $4) thdel A Dej 489) dohE BH
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ZEAA T L EFZ L [1HOIT ) £HFEES /M4 dufEx o Jodx d5ids o B2
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Table 4. Future Flows and Returns of Portfolios Based on the Past 60-month Returns:
Comparison between High Portfolios

Future periods

1 3 6 12 24 36 60
[11-10] 0.23 022 0.23 0.26 0.27 0.30 0.24
(3.84)%xx  (3.86)xxx  (A21)%xx  (523)xxx  (5.94)wex  (729)xxx  (7.31)wex
[21-0] 022 -0.19 018 -0.16 -0.11 -0.09 -0.07
,\ﬁ’:t“z'oais (-3.73) %k (-325)xxx  (-2.98)wnx  (-2.68)xex  (-222)%x  (-211)xx  (-2.60)%xx
) B10] 017 -0.14 012 -0.09 -0.04 -0.02 -0.02
(270)x%x  (-223)%x  (-197)%x  (-1.69)x  (-0.98) (-0.56) (-0.79)
[4r-o]  -017 013 01 -0.09 -0.05 -003 -001
(-239)%  (-193)*  (-1.69)*  (-151) (-1.07) (-0.79) (-0.28)
[11-[0] 0.07 006 0.06 0.09 0.1 0.14 0.15
(1.20) 1.11) (1.36) (1.95)%  (254)%  (34d)*xx  (4.81)%xx
201 -029 -0.28 -028 026 -0.18 -0.12 -0.07
'ji?lz'mg (-4.22) 0% (-4.00)%=x  (-3.89)%xx  (-3.68)%xx  (-341)%xx  (-2.98)xxx  (-352)%xx
%) 3101 -0.33 -033 031 -029 -0.19 013 -0.05
(-3.88) %%k (-3.62)%xx (354 xxx  (-345)wex  (319)wxx  (-277)wex  (-2.64)%xx
4-o] 032 -029 -027 -026 -0.17 0.1 -0.04
(-3.69) %%k (-3.28)%xx  (-317)%xx  (-3.14)wxx  (-2.99)%xx  (-2.64)%xx  (-2.30)*x
1o -0.16 -0.16 -0.17 -0.17 -0.16 -0.15 -0.09
(-3.82) k%% (-4.42)%xx  (-573)xxk  (-563)xkx  (-528)kxx  (-5.84)wxx  (-9.56)%xx
20 -007 -0.09 -0.10 0.1 -0.08 -0.04 -001
gi?fi'mfs (-2.18) %% (-2.68) 0% (<2.69)xxx  (-2.97)xxx  (-2.71) %%+ (-187)%x  (-0.84)
) 310] 017 -0.19 -020 -020 -0.15 -0.11 -0.03
(-3.80)xxx  (-377)%xx  (-373)wxx (394 xrx  (-3.48)xex  (-3.03)*xx  (-2.56)%x
4o] 015 -0.16 -0.16 -0.17 012 -0.08 -0.04
(-4.69) %% (-438)%xx  (-4.20)xxx  (-4.38)%xx  (-A58)xrx  (-379)xxx  (-328)wxx
[11-[0] 0.20 0.13 0.08 0.07 0.07 0.05 0.01
(282)%x  (211)%  (1.66)*  (176)*  (185)*  (1.68)*  (0.67)
Panel D:  [2-[0] 0.06 006 0.06 005 003 0.00 001
4-factor (1.42) (192)x  (199)=  (1.73)x  (1.44) (0.23) (057)
alpha (31-0] 0.05 0.09 0.08 0.06 0.04 0.01 001
(%) (1.36) (237)%  (2.60)%* (215)=  (181)*  (0.58) (0.99)
[41-0] 0.04 006 0.07 0.04 0.03 -0.00 0.00
(0.98) (1.64) (187)x  (1.44) (1.29) (-0.01) 0.41)

Notes: 1. p: ***<0.01, **<0.05 and *<0.10.
2. The t-statistic is in parentheses and is measured using the standard error of Newey-West (1987).
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Alel Bgkeh T Follx '], T7] 47 FolEe] W 283 TEZL (1]
HJ‘?Q olgdt}. ol XEZF 2 [1]¢] AEE Morning Stargl 22 H= A3 F7} 7]Ho]
o] A= AT A o] 8 4 AT TEE L (2], 3], 4] ARE A= BRI}

Table 5. Future Flows and Returns of Portfolios Based on the Past 60-month Returns:
Comparison between Low Portfolios

Future periods

1 3 6 12 24 36 60
-0 018 0.20 021 0.20 0.18 0.21 0.19
(3.63)wex  (A19)xxx  (A27)%xx  (450)xxx  (501)xnx  (7.67)wex  (8.38) wxx
20  -0.15 -0.13 -0.12 0.1 -0.09 -0.07 -0.04
,\ﬁ’:t“fl'ofv; (-4.47) %% (-5A8)xxx (-5 34)xxex  (-4.18)%xx  (-320)0xx  (-2.82)%xx  (-1.51)
%) 30 -0.10 -0.09 -0.08 -0.07 -0.05 -0.04 002
(351)wex  (373)wex (-346)xxx  (-279)%xx  (-190)%  (-1.63) (-0.87)
40 -0.11 -0.09 -0.08 -0.09 -0.05 -0.05 002
(-3.68)0rx  (-393)ekx  (-361)xxx  (-350)%xx  (-220)%¢  (-2.23)%x  (-1.32)
1o 011 0.1 0.10 0.08 0.07 0.06 0.09
@213)% (2330 (226)% (2130 (245)xx  (225)%x  (4.02) %=
[2-0]  -003 -0.01 0.00 0.02 0.01 -0.00 -0.00
F}i;‘li'wi‘: -097)  (-0.41) (0.00) (0.63) 051)  (-0.14) (-0.16)
) 3-0]  -003 -0.02 -0.01 0.02 0.04 0.04 0.02
(087) (085  (-0.32) (0.79) 171 (1.64) 0.99)
40 002 0.04 0.03 0.05 0.06 0.04 0.01
(0.85) (1.59) (177)x  (180)x  (235)x  (1.62) (0.81)
(-0 -007 -0.09 -0.11 -0.12 -0.11 -0.15 -0.10
(134)  (194)%  (-238)0r  (-2.94)erx  (-381)wer (<6.11)xxx  (-6.33) %rx
-0 012 0.12 0.12 0.12 0.10 0.07 0.03
gi?fi'm‘fs (382)%+x  (445)xxx  (479)xxx  (510)%xx  (570)xx  (423)%ex  (2.13)xx
%) 30 008 0.07 0.07 0.09 0.09 0.07 0.04
Q78)xxx  (2.62)0xx (299 0ex  (336)xrx  (612)xxx  (624)xxx  (370)%ex
40 013 0.13 0.1 0.13 0.11 0.08 0.04
(376)0ex  (4.23)xxx  (436)%xx  (459)xxx  (548)xrx  (531)wex  (3.23)xxx
U-Ho 012 0.09 0.06 0.06 0.06 0.05 0.00
(205)%  (195)x  (1.45) (1.50) 190+  (172* (027
panel D: 1201 003 0.04 0.03 0.02 0.00 -0.00 0.01
4-factor (0.98) (1.24) (1.09) (0.73) 017)  (-0.23) (0.49)
alpha 30] 004 0.07 0.05 0.03 0.02 0.00 0.01
(%) (1.16) (A97)%  (172*  (1.28) (0.90) (0.03) (0.87)
[4-0] 004 0.06 0.03 0.01 0.01 -0.01 0.00
(1.19) 186)*  (1.17) (0.48) (0.44)  (-0.50) (0.24)

Notes: 1. p: ***<0.01, **<0.05 and *<0.10.
2. The t-statistic is in parentheses and is measured using the standard error of Newey-West (1987).
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Table 6. Future Flows and Returns of Portfolios Based on the Past 12-, 24-, 36-month Returns:
Comparison between High Portfolios

Future periods

1 3 6 12 24 36 60
012-[0.12 -019  -017  -012 006  -006  -007  -003
(-4.22) %0 (-4.42)%%3 (-331) %00 (-2.34) %% (2.69) %00 (-4.02) %#0 (-3.65) %8
Panel A:  [1124-[0]24 -006 -006 -004 -003 -005  -005  -001
Net flows (%) (-116)  (-119) (086 (-0.73) (125  (-2.04)* (-0.86)
[11.36 - [01.36 007 0.04 0.05 0.06 0.04 0.04 0.07
(136)  (087) (105  (126)  (091)  (1.34)  (4.01)%
1112 - [0.12 -026 -025 -022  -017  -0.11 -0.11 -0.08
(-5.18) k4 (-5.24) %%+ (-4.88) %+ (-6,29) %%+ (<7.56) %5+ (~10.00) %+ (~13.34) xos
Panel B:  [1]24-[0]24 -022 -022 -022 020 -015  -015  -008
Inflows (%) (-381) 4 (-4.55)%x3 (-4.95) 0+ (-5.00)%x3 (7.25) %8 (~10.49) x8  (~6.67) %4
1136 - [01.36 -007 -010  -009  -009 -013  -0.11 002
C101) (168)%  (F176)x  (-2.13)%x (-434) %0 (-421)%xr (-121)
1112 - [0.12 -007 -008 -010 -011  -005  -005  -005
(-193)%  (-203)%% (-2.43)%x (-2.98)%x+ (-3.69)%%3 (-4.72)%s (-655) %k
Panel C: [11.24-[0]24 -016  -016  -018  -017  -011 010  -007
Outflows (%) (-2.60) %53 (-2.92)%x3 (-3.23)%x4 (-2.89)%x3 (-3.20) %%+ (-3.70) s (-6.47)%xs
[11.36 - [01.36 -014  -014  -015  -015  -017  -015  -009
(-2.31)%% (-249) %% (-2.79) %%+ (-3.06) %%+ (-4.15) %%+ (-4.20)++3 (-9.78) %54
1112 - [0]12 0.3 0.08 0.07 0.06 0.03 0.01 0.01
173+ (145 (1220 79+ (1520  (0.76)  (1.50)
Panel D' 124 - 0124 019 0.13 0.08 0.05 0.04 0.01 0.01
4-factor alpha
) @12+ 172+ (1120 (1000 (123) (052  (0.60)
[11.36 - [01.36  0.19 0.12 0.09 0.05 0.05 0.03 0.01

(2.23)*x  (1.64) (1.33) (1.09) (1.25) (1.09) (0.95)

Notes: 1. p: ***<0.01, **<0.05 and *<0.10.
2. The t-statistic is in parentheses and is measured using the standard error of Newey-West (1987).
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Table 7. Future Flows and Returns of Portfolios Based on the Past 12-, 24-, 36-month Returns:
Comparison between Low Portfolios

Future periods
1 3 6 12 24 36 60
1112 - 012 -024 -019  -014 -007 -010 -009  -0.05
(-5.38) w1 (-5.56) %54 (~4.72) xx1 (-3.06) xx4 (5.44) ¥4 (-5.95) wxs (~4.94) xx
Panel A: [11.24 - [0].24 -011  -008 -006 -004 -011  -009  -003
Net flows (%) (-243)%x (-199)%x (-136)  (-1.10)  (-482)%x+ (-5.31)%xs (-1.91)*
[11.36 - [0].36 -002 002 004 005 -002 000 006
(035) (0500 (078) (1.01) (-0.67)  (0.08)  (3.32)%x
1112 - [012 -004  -001 0.01 003 -003 -004 -000
(-085) (-0.15)  (022)  (091) (-189)* (-2.80)% (-0.03)
Panel B: [11.24 - [0].24 003 001 000 -002 -008 -006 000
Inflows (%) 041)  (017)  (0.05) (-046) (-396)* (-4.23) % (0.13)
1136 -[013 017 015 012 006 001  -001 0.05
(176)x  (163)  (151) (112 (029) (054  (2.78)%x
[1.12- 012 020 018 015 010 007 005 005
(4.35)%x1 (402 %0 (341)%0 (3.60)xx1 (420)%x1 (359) %t (8.43) s
Panel C: [11.24 - [0].24 014 009 006 002 003 003 003
Outflows (%) (170« (121)  (091)  (043)  (111)  (177)*  (3.60)*x
[1136-[0136 019 013 008 001 003 -001  -001
193)* (159 (127) (034  (100) (-082) (-1.24)
1.12-[0.12 007 006 007 003 001 000 001
093) (105 (132 (094 (077) (046  (1.01)
4_f:§t’;f'a[|’[;ha 1124 -[0].24 009 007 003 000 001 -000 -0.00
) (113) (106 (056 (002  (0.60) (-0.15)  (-0.20)
113 -[013 012 010 007 001 002 002 000
(151 (138 (107 (013) (074 (092  (0.13)

Notes: 1. p: ***<0.01, **<0.05 and *<0.10.
2. The t-statistic is in parentheses and is measured using the standard error of Newey-West (1987).
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Appendix 1. Turnover Rate Experienced by Equity Mutual Fund Investors

Asset-weighted average Asset-weighted average

Year Year

(%) (%)
1985 A 2003 55
1986 74 2004 49
1987 83 2005 51
1988 63 2006 52
1989 61 2007 52
1990 70 2008 64
1991 60 2009 59
1992 59 2010 50
1993 60 2011 46
1994 61 2012 39
1995 63 2013 38
1996 59 2014 BY
1997 59 2015 34
1998 57 2016 34
1999 59 2017 30
2000 78 2018 32
2001 72 2019 28
2002 64 2020 32

Source: "2021 Investment Company Fact Book" published by ICI (Investment Company Institute) in the United
States

Appendix 2. Characteristics of Portfolios Based on Past Returns: Use of Returns before Fees

Average of  Std. of

paiod 52 Age  Bxense Tumover (DREY (LY
($Million) (Month) ratio (%) ratio (%)
excess excess
returns (%) returns (%)
1 Month 1,906 203 1.21 21.04 3.17 -
3 Months 1,871 197 1.22 20.48 2.02 -
Panel A: 6 Months 1,912 195 123 20.51 1.53 2.54
High 12 Months 2,034 193 1.23 20.49 1.24 2.71
portfolio 24 Months 2,159 190 1.24 20.04 0.94 2.79
36 Months 2,309 191 1.23 19.87 0.80 282
60 Months 2,742 203 1.21 19.51 0.63 2.86
1 Month 2,018 208 1.18 20.72 -2.78 =
3 Months 2,042 210 1.17 20.76 -1.61 =
Panel B: 6 Months 1,958 210 117 21.24 -1.13 2.36
Low 12 Months 1,866 210 1.16 21.77 -0.86 2.48
portfolio 24 Months 1,675 213 1.15 22.18 -0.60 2.46
36 Months 1,586 217 1.16 2174 -0.47 2.51

60 Months 1,507 240 1.16 22.22 -0.32 2.56
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Appendix 3. Average Fund Size According to the Survival Period of Equity Fund in Korea
(Unit: KRW Billion)

Less than More than 5

Year 1 1~3 years 3~5 years Total
year years
2002 19 24 1 6 21
2003 5 26 17 12 15
2004 15 24 12 21 18
2005 64 100 53 16 60
2006 30 152 78 40 85
2007 57 162 217 100 131
2008 33 61 158 84 89
2009 18 68 166 132 108
2010 274 50 67 75 90
2011 56 147 71 67 81
2012 50 135 61 71 82
2013 37 72 112 78 80
2014 48 76 99 59 67
2015 31 78 87 62 66
2016 22 53 82 64 62
2017 57 47 77 72 69
2018 42 71 59 65 63
2019 75 86 43 70 71
2020 52 91 91 59 65
2021 56 102 152 60 73

Source: Korea Financial Investment Association



