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ABSTRACT

This paper analyses the performance-expensesorghtp in mutual funds
which charge management fees total or partiallyatarns (nixedfunds) and in those
which charge management fees totally on assstst(funds). We apply our study to a
sample of Spanish mutual funds, from 1999 to 200%articular, we find thamixed
funds perform significantly better than the restisky funds considered. Moreover, we
have found a strong positive performance-expenskesionship formixed funds and
negative forassetfunds. Thus,assetfunds which incur in relatively high expenses
perform relatively bad and mixed funds relativebod, once the effect of volatility, age
and size is considered. This result seems to poiatmore efficiency of mixed funds,
according to the Grossman and Stiglitz’'s efficienayerion.



1. INTRODUCTION

Since the seminal paper by Jensen (1968), literanmutual fund performance
evaluation generally concludes that equity mutualdk, on average, underperform the
appropriate benchmark return. One of the more rentiarguments is the high level of
fees charged; in fact, when before-expenses rearmsonsidered fund performance is
not significantly negative. In particular, Grinldland Titman (1989), Malkiel (1995),
Droms and Walker (1996), Gruber (1996) and CesatiRanetta (2002), among others,
find that mutual funds do not underperform the mearwhen raw returns (before-
expenses) are considered. A similar result is fduyndartinez (2003) for the Spanish
market. Therefore, the amount of expenses chamgedvestors appears to be a key
element in mutual fund performance evaluation.

Being that so, the aim of this paper is to analether also the way that
expenses are charged to investors is relevant diegamutual fund performance
evaluation and performance-expenses relationship.

Annual operating expenses include management ve@sh investors have to
pay to managers for portfolio supervision servicesstody fee, paid for asset
administration and custody, and other distributiegal and administrative costs. The
main component of expenses is management feesllyuagaounting for 90-95% of
them. Mutual fund management fees are generallyggekato investors as a percentage
of total assets under managemeasset-based fgethus, asset growth, instead of
returns, appears to be a desirable objective frorffurel managers’ perspective.
Additionally, current worldwide mutual fund regutat usually allows management
fees to be charged total o partially on returnsaioled or performanceérformance-
based feg In fact, all the country members of the Intermadl Organization of
Securities Commissions, I0SCO, except United Kimgdallow this type of fee,
although only a minority of mutual funds uses it.

Mutual funds which choose to charge management daeseturns are in fact
linking the manager’s remuneration to his/her ¢ford to the performance obtained.
So, according to agency theory literature, it sidag understood as a commitment to
the interest of investors.

Many academic articles have theoretically analyed optimality of this fee
structure. Grinblatt and Titman (1989), Golec (19%Roll (1992), Das and Sundaram
(1998a, b and 2002), Palomino and Prat (2003) raently, Li and Tiwari (2009) are



some of the most significant. The prevailing cosmu is that performance-based fees
seem to be more appropriate. Thus, Das and Sundd@®8b) conclude that if risk
aversion is assumed in the preferences of investmismanagers, the optimal contract
has to be linear, and must include a base feehmratnount of assets managed and
additional remuneration depending on returns altbwse of a reference portfolio. The
reason put forward is that this type of fee beggnal the interests of managers and
investors, with managers encouraged to obtain reglirns because their remuneration
depends on them.

Therefore, this type of mutual funds appears ay nteresting subgroup
which deserves separate analysis from the aggregaséual fund industry.
Unfortunately, mainly motivated by its low quantit@ relevance (both in number of
funds and asset managed) financial literature bastdd little attention to these funds.

Regarding performance issues, Volkman (1999), El&nal (2003) and
Giambona and Golec (2007) agree to show that UiBuah funds with performance-
based fees perform relatively better than othevelgtmanaged funds.

Some other articles focus on the risk-taking betwavof the managers paid on
performance. For instance, Browhal (1996), Chevalier and Ellison (1997), Eltenal
(2003), Golec and Starks (2004), and Low (2006xkate that performance-based fees
may encourage risk-taking by managers as increasgosck return volatility make for
bigger fees. However, since they can increasedhsitsvity of the manager’s portfolio
to firm stock price movements, little risk can beswamed (Carpenter (2000); Ross,
(2004)).

In a related article, Massa and Patgiri (2009)ys®athe impact of the incentives
in the manager’s remuneration on the risk and pedoace obtained for the US mutual
funds. Instead of a performance-based managementhiey consider the shape of the
asset-based fee structure as the incentive componith the percentage of fee being
usually diminished as the asset volume manage@éaser In our opinion, the existence
of a performance-based fee may be able to captuaemore direct way the incentive to
the fund manager than the shape in the asset-based

This paper focuses on this small but promising grad mutual funds. In
particular, the aim of the paper is to investigdte efficiency of these funds mainly
through the analysis of the performance-expendasarship.

Relevant contributions



From the efficiency point of view, higher expensé®uld be linked to better
performance and/or services (Grossman and Stil#80)). Thus, in the absence of
market frictions, equilibrium in the market for mat funds requires that expenses
adjust to make all net (after-expenses) risk-adpiseturns equal to zero. Alternatively,
equilibrium requires raw (before-fee) risk-adjustetlirns and expenses to be positively
and linearly related. Further, the slope of thedinrelation has to be one.

In the presence of market frictions, such as sbégliing or borrowing
constraints, trading costs, or costly search, thmight be small and transitory
deviations from previous condition, with some furaffering small and negative net
adjusted-returns and others offering small andtpesnet adjusted-returns. As long as
these deviations are not correlated with fund egpsnraw risk-adjusted performance
and expenses will be linearly related and with isauy slope.

Recently, Gil-Bazo and Ruiz-Verdu (2009) has foanebbust negative relation
between raw risk-adjusted performance and expeinsascomprehensive sample of
U.S. equity mutual funds. However, that seems odiet the case for the best-governed
funds, which appear to charge fees more in lind yérformance.

We apply our study to a sample of Spanish mutuad$ufrom 1999 to 2009. The
typical management fee in the Spanish mutual funddistry is a fixed percentage of
assets managed, with no explicit performance commorOnly 7.6% of mutual funds
use performance-based management'fees.

Comment some of the most relevant findings.

The rest of this paper is organized as followsti8e@ describes the data and
variables employed in the analysis. is presente8ection 3 presents the econometric
methodology and discusses the results of the erapirmodel estimating the
performance-expenses relationship, separately fordd using asset-based and
performance-based management fees. Alternativeasbin methodologies are checked
in section 4, in order to evaluate the robustndédte findings, and finally, Sectioh

concludes and summarizes the main findings of #pep

2. DATA AND VARIABLES

' In a related paper, Diaz-Mendoza and Martinez §p@Malyse the attributes of a sample of mutual
funds that determine the choice of a performansethédee as opposed to an asset-based fee.



The Spanish mutual fund industry has shown a reggigtase in volume of asset
managed during the last two decades. AccordinghéoS3panish Asset Management
Association Asociacion de Instituciones de Inversion Colecyiieondos de Pensiones,
INVERCO (2010)), the volume of assets managed bjuaiifunds at year-end 2009
was equivalent to 18.8% of total Spanish familyiisgs, compared to 0.4% in 1985.
Despite the massive figures of redemptions in timel findustry worldwide in 2007 and,
especially, in 2008, the Spanish industry managéd @xillion (compared with just
0.0017 trillion Euros in 1985), equivalent to 19.@#GDP. This made Spain the sixth
biggest European country in terms of assets managed

In accordance with current Spanish legislation, ag@ment fees can be charged
on the basis of the total volume of assets managfel, returns obtained or a
combination of the two. Given the main objectivelod paper, funds are classified into
two groups according to the type of managementcfeeged. We will use the term
“asset fundsfor those that establish the management fee sikaly on volume of
assets; funds that tie management fees partialabusvely to returns are referred to as
“mixed fund$ Similar to others countries, only a minority 8panish mutual funds tie
the remuneration of managers on returns; morealmigst all mixed funds combine the
two types of fee by charging a base fee proportitmahe assets managed plus an
additional fee dependent on performance.

However, since November 2006 Spanish legislatiarbquired the application
of a so-called high-water mark, under which manageily receive performance fees
for returns not previously achieved.

The dataset was obtained from Comision Nacional Meicado de Valores
(CNMV), the body that supervises and inspects $pantock markets, and therefore
mutual funds. It initially comprised monthly infoation regarding all the Spanish
open-end funds that existed during the ten-yeaogdrom June 1999 to June 2009.
The proportion of mixed funds in the Spanish fundustry is limited: only an average
7.6% of the open-end funds charge management feperformance, accounting for a
reduced 4.7% of the volume of assets.

The study is focus on the funds investing mainlyrisky assets: Equity funds
(EFunds) and Global funds (GFundsfquity funds include funds which invest more

than 30% in equities; Global funds contain thosedfuwhose investment policy is not

2 Bond funds (BFunds), which invest more than 70%fiked income assets), Guaranteed funds
(GUARANT), and others funds (OTHERS) were excluffedn the analysis.



precisely defined and which do not belong to arneptategory. This sample selection
accounts for an average 40% of the number of Spapsn-end funds, but only for a
21.7% of the total asset managed in the industowever, regarding the mixed fund
group, the sample represents an average 80.4%1ak&h &f the number of funds and
assets managed, respectively. So, the sample chomenbe considered as very
representative of the group of funds charging memamnt fees total or partially on
performance, yielding a total of 127,257 fund-moaoltiservations.

For each mutual fund in the sample, the dataskides the net (after expenses)
asset value, total volume of assets managed, meestobjective, performance-based
and asset-based management fee charged, andniotal &xpenses.

Net asset values allow us to compute the net fetans (NRET), which is the
figure usually displayed to investors; raw (befesgenses) fund returns (GRET) are
obtained adding monthly expenses to the net fundarms® Additionally, given the
empirical evidence that incentives affect fund mesuand risk-taking, we construct
alternative risk-adjusted performance measures.

In order to estimate the risk-adjusted fund excedtarns, (Jensen’s alpha)
CAPM, Fama and French (1993) and Carhart (1997}ifexctior models are used. So,
we need to construct the market, size (SMB), baokarket (HML) and momentum
(WML) factors. We use the Factset-JCF databasetraat, for the period June 1999-
June 2009 the following information for the Span&tiock Market: i) monthly returns
(adjusted for dividends, capital increases, splitd reverse splits), ii) the average return
of the three-month interest rate of government baaslthe proxy for the return of the
risk-free asset, iii) the Book-to-Market ratio sleulated by dividing the book value of
the equity per share by the closing stock pricethe market value we consider is the
product of the closing stock price and the numbeshares. The alpha from CAPM is
termedocapm, the corresponding to the three-factor Fama aeddfr model isirr, and,
finally, the alpha for the four-factor model of @art is denoted agrrm. In Order to
gain robustness in results, all the risk-adjusetdrns are estimated separately both with
net returns (after expensedcapm, o ke ando™eey) and gross returns (before-expenses,

G G G
o cAPM, O FF andaFrw).

% Monthly expenses are computed just dividing anexpenses (EXPENSES) by 12



Thus, we estimate the alphas of the mutual fundh@fexcess returns on the
risk-free rate with respect to the factors. Therefehe following evaluation models are

estimated in a rolling time series regression:

MODEL & R}t ~ I =0 pcapm +( Rne™ rﬂ)lgmp-'- Ut
MODEL 2: R)t_ T = O prr +( Rﬂt_ rﬂ)lep+ SMB&SMBD"_ HML& HuLpt € pr
MODEL 3: R, = §, =@ ey +( R~ rﬁ)ﬁmp"' SM%SMBp-i- HMLS HMLpT WML wwipt 7T

where R, is the return on func in montht; r, is the return on the risk-free asset in
montht; R, is the return on the value-weighted market padfptoxy int; SMB and
HML, are the Fama-French factors to capture the effdcsize and Book-to-Market,

respectively;WML, is the price momentunm t, calculated as the difference in momth

between the returns on the portfolios of winnerd lsers. The portfolio of winners
(losers) is the equally weighted portfolio contagithe 30% of the stocks with the
highest (lowest) returns in the previous perioditi@gg in montht-12 and ending it
2*. The constant term, the so-called Jensen alphasumnes the monthly risk-adjusted
fund return.

The first alphas are estimated with a set of 3@olations, corresponding to our
first 36 months and it is assigned to May 2002 tfioee subsequent cross-section
estimation. Next the alphas corresponding to JWER &re estimated with the first 37
observations of the sample. We continue succegsiyeto a total of 60 months. From
here, the set of observations for the alpha andsbestimation remains constant,
incorporating an additional observation as it efiates the first one. In the end, we have
for each fund a series of 86 alphas relative tdfae alternative models which refer to
every month from May 2002 to June 2009. Theseadjkisted fund returns will be used
to separately assess the performance of &élss€t fundsversus of the thixed funds
ones.

We then describe the set of fund attributes cemsitlas control variables in the
empirical model. All of them are variables likeblated with the fund return, and whose
effect should be considered in order to clearlynidg the performance-expenses

relationship.

* See Fama and French (1993) for details regardiegonstruction of the SMB and HML factors, and
Jegadeesh and Titman (1993) for the constructiagheomomentum factor.



Firstly, we consider the number of years from tegistration of the fund
(AGE). The volatility of performance (VOLAT) is mgared by the standard deviation
of the twelve previous monthly returns of the fundpercentage terms. Fund size is
proxied by the total volume of assets manageddnghnds of Euros (ASSETSYotal
expenses borne by the fund includes the managefeentcustody fee, and other
operating costs; and is computed as a percentathe aefverage volume of assets during

the year. This annual variable is termed EXPENSES.

2.1.Descriptive analysis of the data

Table 1, reports the number of funds (Panel A) tredrelative asset volume
managed (Panel B) according to the fund investrobjgctive (Equity, Global, Bond,
Guarantee and Others funds) and the type of maregeamarged (asset and mixed
funds), at year-end of the sample period, from Jg89 to June 2009.

As mentioned before, the average number of mixaddus 7.6% of total, going
from a 4.6% in 1999 to a maximum 10.6% in 2006.d&dipg the market share, mixed
funds account for an average 4.7% of the assetsagedn being the year 2002 the
minimum (1.5%) and achieving a maximum 9.1% in 20@6can be observed a
considerable increase in the presence of mixedsfundthe Spanish mutual fund
industry, reaching its highest relevance in theqoeR005-2007. The last two years of
the sample seem to show a decrease in both theemand assets managed by mixed
funds.

According to the fund investment objective, TablesHows that Equity and
Global funds include the most part of mixed funidlsnumber and asset managed. It
should be also highlighted the outstanding rol&laibal funds in this group; being they
a relatively small type of funds, the number andesof mixed funds with such
investment objective is very significant.

Table 2 reports summary statistics of the relewartables for the selected
sample, separately for asset and mixed funds. Asbsa deduced from the table,
economically significant differences over the te&ayperiod are observed in almost all
the attributes, for the two types of funds. In camgon withassetfunds, mixedfunds
managed on average during our sample period disaymi higher volume of assets, and

were less volatile. These surprising findings aeenty due to the last two years of the

® In the empirical analysis in Section 3 this vakals measured as its neperian logarithm.



sample, where a substantial increase in size andteworthy reduction in the risk-
taking behaviour of the mixed funds took pl8c&s expected, mixed funds are younger
than asset funs, and have been slightly more ekmettsan asset funds, according to
the total annual expense ratio.

It is remarkable the negative performance obtafioedhe Spanish equitgsset
funds, independently of the measure consideredih&llbefore-expenses measures of
performance are on average negative, except wherotlr-factor Carhart model is
used. For instance, the monthly mean raw risk-aefuseturn (when the CAPM model
is used) reaches the negative figure of -0.02%s iEhconsistent with the findings of the
literature on Spanish mutual fund evaluation.

However, the performance evaluation of the Spaedlity funds which charge
management fee on returns is not so negative;ciy daly one of the measures of raw
performance is negative. For comparison, the mgntan raw risk-adjusted return
(when the CAPM model is used) is +0.03 for theed funds. Such a statistically
significant difference in performance is robust ogsr the alternative measures
considered. Note also the readers that all the maxi (minimum) values of the
alternatives risk-adjusted returns are higher (Qvier the mixed funds than for the
asset ones.

Although next section will analyse more in deptts tlssue, these findings seem
to put forward a different behaviour betweassetand mixed funds in terms of asset
management and performance evaluation.

In Table 3, the coefficients of correlation betwedhthe variables considered
are presented, separately &msetandmixedfunds. Regarding the differences between
both types of funds, two issues of interest appeastly, the correlation between the
performance measures with and without risk adjuseems to be consistent but
moderately higher for mixed than for asset fundss Beems to point to a likely distinct
role played by the fund volatility. Secondly and mmomportant, expenses correlate
negatively with all measures of asset funds peréorre (even for the before-expenses
ones), but positive and quite largely for the mixees. Thus, for the raw risk-adjusted

returns based on the CAPM, FF three-factor, andh&trfour-factor models, the

® The year by year statistics of the sample areshotvn in the tables, but are available to readgosiu
request.

" For the Spanish market, most of the empirical smidionclude that mutual funds, on average,
underperform the appropriate benchmark return. ®eéystance, Rubio (1993), Martinez (2003).
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correlations with the annual expenses become 0.24, and 0.23, respectively, for the
mixed funds; whereas that for the asset fundsitheds are -0.07, -0.10 and-0.06. We
will go back to this relevant issue in the empirgection of the paper.

Additionally, in order to analyze in depth the sttt differences betweemixed
funds andassetfunds, we use the simple matching estimator metiogg of Abadie
and Imbens (2006)This methodology provides a systematic procedufint matches
when matching is done on several variables simedtasly. In the simple methodology
used, only one matched fund is considered. So, maddfund is matched to oresset
fund with similar values of one or more matchingiatles (size, age, expenses, and the
investment objective). The difference betwerixed and assetfunds is estimated by
averaging the differences between each mixed furdlthe corresponding matched
asset fund. A positive coefficient indicates thed value of the performance variable is
higher formixedfunds than foassetfunds.

In table 4, we analyse the annual performance, octedpas the sum of the
twelve monthly ones. Panel A reports the averagehef differences in the annual
performance measures betwerrtixed and asset funds, and thd-statistic for 5%
significance in these differences. Panel B showsntlatching estimator (arestatistic)
for differences between thmeixedand the matchedssetfunds, using individually size,
age and expenses as matching variables. In Pamel e simultaneously the matching
variables simultaneously.

Panel A corroborates the negative performance mdxdaior the Spanish equity
assetfunds, and the significantly better behaviour lné inixed funds, also in annual
terms. As such differences could be motivated Iybates others than the way the
management fee is charged, Panels B and C comitergserformance ofnixed and
assetfunds with similar attributes, the matching valesb Thus, for instance, the first
value in Panel B indicates thatixed funds on average obtain an annual net return
2.88% higher than the one earned by matadss®tfunds, with a similar asset volume
(as the matching variable is size, ASSETS). Althoagt all the values are statistically
different from cero, it should be pointed out thal the estimators are positive,
independently of the performance measure and tiehmg variables considered. It
allows us to conclude thatixedfunds performed on average better thasetones with

similar size, age and expenses. The economic gignde of such an improvement is

® See Abadiet al (2004) for the implementation of the matchingreator in Stata, and Gil-Bazo, Ruiz-
Verdd and Santos (2009) for an application in tigefuhd industry.
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(as expected) higher for the raw performance measaccounting for a 3.53% in the
gross annual returns. This difference is substard@nsidering that the average raw
return formixedfunds is -0.23 %. Regarding the risk-adjusted nmmess the estimators

go from 0.06% to 0.24%.

3. METHODOLOGY

This section deals with the efficiency of the Sphnrisky mutual funds. As
mentioned before, the focus is to analyse the reiffees between the funds which
charge the management fee exclusively on assemeolfasset funds) and the ones
which tie the management fee total o partially be performance. Our hypothesis is
that mixed funds are more efficient thamssetfunds. If that is the case, it could be
concluded that the commitment with investors that performance-based fee implies,
works in the correct way, increasing the returngt@stors. Thus, mixed funds should
be considered as an exceptional type of fundgite sf its limited presence in the fund
industry worldwide.

The analysis of the fund efficiency will be carrieout through two
complementary strategies. The first one is to a®althe alternative risk-adjusted
estimations. We will evaluate the differences betwéhe two groups of mutual funds
performance just reporting the proportion of estiores (significantly) positive and
negative, for the alternatives measures consid€adhypothesis is that the proportion
of significantly positive fund-month observatiorsshiigher in thanixedfunds than in
the assetfunds. Secondly, we will examine the performancpeases relationship.
According to the Grossman and Stiglitz’s efficieroriterion, a positive cross- sectional
relationship should be found between the beforeerges fund performance and the
expenses charged. We will expect a significanedgffice in the estimated slope of that
linear relation for both groups of funds, beingdag for themixedfunds than for the

assetones. This will allow us to confirm a higher efinocy of the Spanismixedfunds.
3.1.- Performance evaluation
In order to assess the differences in performahoes in table 2, we report in

Table 5 the distribution of the fund-month perforro@ measures observations in our

sample according to its quantity, separately f@& tWwo groups considered. Panel A
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details the percentage of positive values for te(NRET) and gross returns (GRET),
and for the alternatives estimations of risk-adjdsteturns " capm, o“re , o Frm,
o®capm, 0% and oa®ev). Panels B and C report the percentage of staikti
significant (at the 5% of significance) positivedamegative estimations, respectively.

As expected from Table 2, less than one half ofridleadjusted estimations for
the asset funds are positive. Attending to the nialttadjusted measures, the figures go
from 36% for the three-factor model to 48% for thAPM and the four-factor ones.
The estimations for the mixed funds are signifibartietter, suggesting a better
performance of these funds. When we look at thk-atjusted estimations after
expenses (the net ones), no relevant differeneefoand, excepicapy; this confirm
that mixed funds have been more expensive tham fasgks in our sample period.

Panel B, corroborate previous resultdixed funds obtained significantly
positive risk-adjusted more often thassetfunds, especially before expenses. The
percentage of such a fund-month observations atileeimange of 7%-11%, depending
on the model considered; whereas that for the &ssds the range is 4%-8%.

Regarding the percentage of significantly negatigk-adjusted estimations,
Panel C reveals that, surprisingly, they occur nadten in mixed funds than in asset
funds. However, these percentages are smallettigaones in Panel B.

To sum up, Table 5 reports evidence that for oorpta and period considered
mixed funds perform better that asset funds, althahe bad mixed funds seems to be
worst than the bad asset funds. Eletral (2003) find similar evidence for the US fund

market.
3.2.- Performance-expenses relationship

Once evaluated the performance a$set fundsand “mixed fund§ next we try
to analyze whether there is a relationship betwienability to generate abnormal
returns and the fund expenses.

In a well-functioning market, expenses would adjist ensure that, in
equilibrium, net (after-expenses) performance igaéged across funds. Therefore, in
equilibrium, differences in expenses would equdfedences in raw (before-fee)
performance, so the slope of a regression of ravoimeance on fees would be one. If
expenses adjusted only partially to differencepénformance, that slope would be

positive but less than one. In contrast to thisdigteon, Gil-Bazo and Ruiz-Verda
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(2009) found a puzzling negative relation betwemmn performance and expenses in a
sample of diversified U.S. equity mutual funds: danwith worse raw performance
charge higher expenses. In a cited article, Gr{b@96) drew attention to the puzzle
that investors buy actively managed funds evenghpan average, they provide lower
net risk-adjusted returns than index funds. Theaults uncover yet another puzzling
fact about the industry of actively managed mutiusdds. Since this evidence of
apparently anomalous negative expenses-perfornratateon is at odds with economic
intuition and the predictions of a benchmark contipet model they subject it to a
battery of robustness tests, and they found thauntives all of them. Finally, they
show that this relation may be explained as theayaé of strategic fee setting by
mutual funds in the presence of investors with edéht degrees of sensitivity to
performance.

Therefore, this study tries to contrast if the hssabtained by the literature are
driven by asset-based fee funds. Taking into adcthat the vast majority of funds
belong to this type, the results could be explaimgthe high proportion of asset-based
fee funds. This study will analyze the relatiork+éljusted performance-expenses in
both groups of funds, asset funds and mixed fupesfqrmance-based fees funds),
separately. We hope that this relation is not gganhee, at least in group of funds with
performance-based fees. This would mean the¢dfunds are more efficient than asset
funds. Therefore, the following models are estidatéth a cross-sectional regression
for each of the 80 months from May 2002 until Debem2008:

MODEL 7: @ cpp =4, + 4, €XPENSEG+ Y,
MODEL 8: @ =4, +A, expenseg +¢&
MODEL 9: @ ey = A, + A, EXpPENSES + 717,

where a ., is the alpha from CAPM for investment fundin montht; a ., is the
alpha from Fama and French (1993) model for investrfund p in montht; a ., is
the alpha from Carhart (1997) model for investnfant p in montht and expenseg

is the monthly expense, computed as annual expdéasas by the fund (adding in the

° We run 80 cross-sectional regressions and noegéuse the annual expense of funds for 2009 itis n
available.
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management fee, custody fees, and other operatstg)cas percentage of the average
volume of assets during the year divided by 12.

Results in Table 6 show the time average of théficants in previous models,
including volatility, age and size (measured as tieperian logarithm of the asset
volume) as control variables. Once again we repeparately the results for the asset
funds and the mixed ones. We will focus mainly be toefficient of the expenses
variable.

The results are very revealing. For the total samible performance-expenses
relationship is clearly negative, even for the befexpenses case. Similar to Gil-Bazo
and Ruiz-Verdu (2009) for the US market, we findttthe Spanish risky funds with
relatively bad performance do not charge the lowesbtagement fees or expenses. On
the contrary, they seem to charge higher than\beage expenses. That is, in a cross-
sectional analysis funds which incur in relativeigh (low) expenses perform relatively
bad (good), contrary to the efficient principle.

Going separately to thmixedandassetfunds, we find exceptionally significant
differences. For thassetfunds, the slope of the performance-expenses astimis
significantly negative, irrespective of the perfamse measure considered, as for the
total sample. The cross-sectional effect of fundoemses on the risk-adjusted
performance is very close to minus one for the na@asures and average -1.5 for the
after-expenses ones. However, the groupnuoked funds seems to conduct in a
remarkably contrasting way. Irrespective of thefggenance measure, fund expenses
vary cross-sectionally in the same direction thanfggmance; better (worse) funds
incur in higher (lower) expenses. Thus, it seerasetlve a positive relationship between
returns offered to the investors and the cost base to pay for them, for these funds.

Regarding the no risk-adjusted returns, the averagficient of the cross-
section performance-expenses estimation is 6.4hergross returns, but (obviously
lower) even 5.4 for the after-expenses ones. Sayvemagemixedfunds charging 1% of
asset volume as annual expenses obtained 0.53%algssonthly returns than funds
charging 2% as expens®&skor the net risk-adjusted performance, the cdeffis are

bigger than 1.5, and very close to 2, for the ef@xpenses measures.

1% For theassetfunds, the same increase in expenses will redawamonthly returns 0.028%.
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It is also interesting to note that the performan€enixed funds is to some
extent better estimated (in terms of the explaimadance) in the models of Table 6

than the asset ones.

4.- ROBUSTNESS ANALYSIS

Several additional analyses have been performexhétyze the robustness of the

results. These and the results obtained are asvill

1. We use the novel multi-way clustering econometrigtrndology outlined by
Petersen (2009) —in a Finance context- and by Gawal. (2009) —in
Accounting- in order to control for cross-sectioaald time-series dependence.
We use as clusters the investment fund and thetda@rrect for cross-sectional
and time-series dependence simultaneously. Alsdevelop a SAS program to
estimate three-way cluster-robust standard errfiiéowing the theoretical
derivation in Cameroet al.(2009). This allows us to simultaneously correct fo
within-date (time-series) dependence, within-inesit funds (cross-sectional)
dependence and within-investment style (crosseali dependence. The
results clearly show a negative relation betwedarbdee performance and fees
for asset-based funds but this is not the caspddormance-based ones. The R-
square of these pooled time-series cross-sectigmaidels 7, 8 and 9)
regressions are lower than those obtained withsesestional regressions.

2. Net and raw no risk-adjusted fund returns (NRET &RET, respectively) are
available form June 1999 to June 2009. We havenastd models 7-9 with

these data and results maintain unaltered.

5. CONCLUDING REMARKS

The efficiency of Spanish funds which charge managnt fees total or partially
on returns rfixed funds) is analysed in detail. Both, the percentafeisk-adjusted
performance measures and the matching estimatioww ak to conclude thamnixed

funds perform significantly better than the restisky funds considered.

L All results and/or SAS program to estimate thresrwluster-robust standard errors are availableupo
request.
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Moreover, we have found strong cross-section ewedhat formixed funds,
expenses affect performance positively, once tliecebf volatility, age and size is
considered; whereas that this effect is negativéhe rest of funds. This result seems to
point to a more efficiency of mixed funds, accogliim the Grossman and Stiglitz’s
efficiency criterion.

To be completed
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TABLES
Table 1. Distribution of the Spanish fund industry
Panel A shows the distribution of the Spanish finttustry at year-end from 1999 to 2009 period, pemliaccording to the type of management fee chadgstfunds
charge management fees on the basis exclusivalyedfotal assets managed, antkedfunds total or partially on the returns obtainEdnds are classified depending on
their investment objectives: equities, EFunds; dikecome assets, BFunds; global, GFunds, Guarant@8d®RAN, and others. The number of funds of eagtetis
reported. Panel B reports the relative percentdigsset managed for each type of mutual fund.

Panel A

199¢ 200( 2001 200: 200- 2007 200¢ 200¢ 2007 200¢ 200¢ total

EFunds Asset 55¢ 722 848 833 716 696 687 700 724 711 585 778C
Mixed 68 81 84 87 97 89 106 107 87 58 60 924

Total 62€ 802 93z 92¢ 81z 785 792 807 811 76¢ 64 8702

BFunds Asset 884 897 849 828 862 833 813 779 774 789 767 907t
Mixed 22 31 23 26 28 25 28 39 30 35 35 32z

Total 90€ 92¢ 872 854 89C 85¢ 841 81¢ 804 824 802 9397

GFunds Asset 43 98 93 100 144 196 229 267 311 335 145 1961
Mixed 9 16 21 32 52 90 117 151 159 134 56 837

Total 52 114 114 13z 19¢ 28€ 34€ 41¢€ 47C 46¢ 201 279¢

GUARANT Asset 582 605 637 597 620 664 724 780 837 846 841 773¢
Mixed 1 1 2 5 4 1 1 2 4 4 21 46

Total 58¢ 60€ 63¢ 602 624 665 728 782 841 85C 862 777¢
OTHERS Asset 0 0 0 0 0 0 0 0 0 0 165 165
Mixed 0 0 0 0 0 0 0 0 0 0 60 60
Total 0 0 0 0 0 0 0 0 0 0 22t 22t

Total Ast 2067 232; 2427 235¢ 234; 238¢ 245¢ 252¢ 264¢ 2681 250c | 2671
Mixed 10C 12¢ 13C 15C 181 205 252 29¢ 28¢ 231 232 218¢

Total 2167 2451 2557 250¢ 252: 259¢ 2708 282t 292¢ 2912 273t | 28903

21



Panel B

199¢ 2000 2001 2002 200% 2007 200% 200¢ 2007 200¢ 200¢ Total

EFuNnds Asel 1960 2501 1968  14.10 1316 1243 1396 1502  13.99  7.65 7.03 | 14.73
Mixed 111 1.46 1.00 0.71 0.78 1.13 1.57 1.76 1.46 0.39 0.48 1.14

Total 2071 2647 2068 1490 1394 1356 1553 1678 1544  8.04 751 | 15.87

BFunds Assel 5541 4855 5424 6154  58.79 5571 5237 4748 4829 5485 5376 | 53.36
Mixed 0.57 0.61 0.24 0.20 0.28 0.32 0.46 1.27 1.21 1.23 1.35 0.71

Total 5509  49.16 5448 6174 59.07 56.02 5283 4875 4950 56.07 5511 | 54.07
GFunds Assel 0.41 0.84 1.09 0.93 2.59 3.48 430 6.51 6.35 2.49 1.36 3.22
Mixed 0.31 0.37 0.43 0.54 0.91 4.29 4.74 6.04 5.29 1.81 0.60 2.65
Total 0.73 1.22 1.52 1.46 3.50 7.77 903 1255 1164  6.30 1.96 5.87

GUARANT Asel 2258 2310 2332 2183 2347 2263 2250 2189 2336 2043 2994 | 23.76
Mixed 0.01 0.06 0.01 0.08 0.01 0.01 0.02 0.03 0.06 0.15 0.44 0.07

Total 2258 2316 2333 2190 2348 2264 2261 2192 2341 2958 3038 | 23.83
OTHERS Assel 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 3.88 0.28
Mixed 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.15 0.08
Total 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 5.04 0.36

total Assel 98.00 9751 _ 98.33 9848 0801 9425 0321 9001 9199 9642 9597 | 95.35
Mixed 2.00 2.49 1.67 1.52 1.99 5.75 6.79 9.09 8.01 3.58 4.03 4.65

Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 | 100.00
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Table 2: Descriptive statistics for the sample abred

The Table shows the descriptive statistics for @J8E), volatility (VOLAT), assets managed in thansls of Euros (ASSETS), total expenses over afSEIBENSES),
and alternatives measures of performance: netréNRET), gross return (GRET), and the estimatiohthe risk-adjusted fund excess returns, (Jessaipha), according
to the CAPM (capv), the Fama and French (1993)d) and the Carhart (1997y+) multifactor models, both with net and raw returiibe asterisk stands for 5%
significance in the differences in averages testbenassetfunds andnixedfunds.

Obs Mean Std. Dev. Min Max t
ASSETS Asset 107229 45346.52 103791.00 1.00 2278357.00
Mixed 20028 54500.47 165513.70 1.00 2975930.00
Total 127257 46787.19 115756.30 1.00 2975930.00 -10.28
VOLAT Asset 106969 3.80 2.78 0.00 65.15
Mixed 19995 3.09 2.74 0.00 46.18
Total 126964 3.69 2.79 0.00 65.15 33.19
EXPENSES Asset 8968 1.78 0.81 0.00 17.74
Mixed 1624 1.82 1.10 0.00 19.26
Total 10592 1.79 0.86 0.00 19.26 -1.70
AGE Asset 107178 6.24 4.46 0.00 22.64
Mixed 19988 4.76 3.93 0.00 22.10
Total 127166 6.01 4.41 0.00 22.64 44.02
NRET Asset 106531 -0.18 4.86 -98.92 102.61
Mixed 19837 -0.08 4.41 -96.79 74.83
Total 126368 -0.16 4.79 -98.92 102.61 -2.60
GRET Asset 98492 -0.05 4.63 -68.48 92.50
Mixed 18314 0.02 4.28 -90.64 74.95
Total 116806 -0.04 4.58 -90.64 92.50 -1.72
o capm Asset 44354 -0.19 0.66 -3.20 2.72
Mixed 6170 -0.17 0.69 -2.46 3.16
Total 50524 -0.19 0.67 -3.20 3.16 -1.89
a®capm Asset 38758 -0.02 0.68 -2.98 2.81
Mixed 5203 0.03 0.72 -2.14 3.25
Total 43961 -0.01 0.69 -2.98 3.25 -5.00
o ke Asset 44354 -0.38 0.66 -3.48 2.56
Mixed 6170 -0.33 0.69 -2.85 3.54
Total 50524 -0.37 0.66 -3.48 3.54 -5.60
o Asset 38758 -0.23 0.67 -3.26 2.63
Mixed 5203 -0.14 0.73 -2.71 3.62
Total 43961 -0.22 0.68 -3.26 3.62 -8.29
aVeem Asset 44354 -0.15 0.57 -2.90 3.03
Mixed 6170 -0.12 0.62 -2.58 3.70
Total 50524 -0.15 0.57 -2.90 3.70 -4.17
a®kem Asset 38758 0.02 0.58 -2.72 3.10
Mixed 5203 0.07 0.66 -2.44 3.78
Total 43961 0.02 0.59 -2.72 3.78 -5.74
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Table 3: Correlation matrix

This table shows the correlation coefficients betwéhe assets managed in thousands of Euros (A9SEGJIStility (VOLAT), annual total expense rati&@XPENSES),
number of years from inscription (AGE), net ret¢NRET), gross return (GRET), and the net and riakradjusted returns, according to the CAPM, thfeeger FF and
four-factor Carhart modelsi{capm, o™er » 0 erm, 0Ccapms @Cre and o®ery). Panel A is for the total sample, and Panel B @ndre for theassetfunds andmixed ones,
respectively.

Panel A
ASSETS VOLAT EXPENSES AGE NRET GRET O capm o capm o e a ke O kem o Eem
ASSETS 1
VOLAT -0.0428 1
EXPENSES| 0.0147 0.1648 1
AGE 0.1880  -0.0070  0.1133 1
NRET 0.0522  -0.4430  0.0480 0.0009 1
GRET 0.0524  -0.4400  0.0637 0.0027 0.9999 1
a®capm 0.1024  -0.2341  -0.0046  0.0071 0.2911 0.2907 1
acapm 0.1021  -0.2498 -0.0700 -0.0043  0.2898 0.2884 0.9969 1
a® 0.0662  -0.1613 -0.0575  0.0053 0.1337 0.1327 0.9535 0.9538 1
aee 0.0656  -0.1756 -0.1202 -0.0058  0.1316 0.1296 0.9474 0.9536 0.9972 1
a®cem 0.1072  -0.0327  -0.0044  0.0360 0.0389 0.0388 0.9154 0.9125 0.9330 0.9273 1
[ 0.1068  -0.0492 -0.0768  0.0233 0.0361 0.0349 0.9107 0.9147 0.9322 0.9332 0.9962 1
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Panel B

ASSETS VOLAT EXPENSES AGE NRET GRET acapm O capm [ o e [ [
ASSETS 1
VOLAT -0.0304 1
EXPENSES| 0.0194  0.1811 1
AGE 0.2004  -0.0119  0.1400 1
NRET 0.0515  -0.4466 -0.0172  0.0175 1
GRET 0.0518  -0.4439 -0.0023  0.0196  0.9999 1
a®capm 0.1030 -0.2614 -0.0662  0.0238  0.2888  0.2879 1
a“capm 0.1018  -0.2737 -0.1354  0.0103  0.2872  0.2852  0.9969 1
a® 0.0634  -0.1815 -0.1004 0.0203 0.1291  0.1276  0.9521  0.9521 1
aer 0.0621  -0.1930 -0.1667  0.0072  0.1274  0.1249  0.9466  0.9525  0.9972 1
a®cem 0.1101  -0.0583 -0.0571  0.0502  0.0347 0.0338 0.9135 09112 0.9320 0.9272 1
e 0.1086  -0.0722 -0.1346  0.0350 0.0328  0.0308 0.9091  0.9137 0.9310 0.9328  0.9961 1
Panel C
ASSETS VOLAT EXPENSES AGE NRET GRET acapm O capm [ o e [ [
ASSETS 1
VOLAT -0.1590 1
EXPENSES| -0.0051  0.1045 1
AGE 0.0651  0.0044  0.0041 1
NRET 0.0625 -0.4215 0.3997 -0.1204 1
GRET 0.0618  -0.4155 0.4177 -0.1193  0.9998 1
a®capm 0.1090 -0.0555 0.2889  -0.0912 0.3069  0.3104 1
a“capm 0.1155 -0.0872 0.2514  -0.0937 0.3080  0.3107  0.9976 1
a® 0.1034  -0.0249 0.1377 -0.0761 0.1652  0.1667  0.9625  0.9661 1
aer 0.1090 -0.0537 0.0969 -0.0775 0.1608  0.1615 0.9526  0.9609  0.9976 1
acew 0.0988  0.1279  0.2273  -0.0357 0.0654  0.0697 0.9280  0.9249  0.9394  0.9306 1
aeem 0.1053  0.1010 0.1865 -0.0362 0.0570  0.0605  0.9203  0.9224  0.9397 0.9360  0.9972 1
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Table 4: Matching estimators

The table shows if the differences in averages éetassetfunds andmixedfunds are significant for the annual alternativesasures of performance: net return (NRET),
gross return (GRET), and the estimations of theadjusted fund excess returns, (the Jensen alpbedrding to the CAPMugary), the Fama and French (1998} and
the Carhart (1997u£ry) multifactor models, both with net and raw returf®anel A reports the average and t-statisticliiferences between mixed asset funds.

Panel B reports the estimator matching coefficemd t-statistic for differences between mixed aratcimed asset funds. In this panel, we use the matcfariables
individually include size, age, expenses, and tkestment objective. In Panel C we use the matclanigbles simultaneously.

Panel A
N G N G N G
NRET GRET a capm a capm o re a rr a Fem O Fem
Asset -2.51 -0.90 -0.79 -0.08 -1.70 -0.97 -0.62 0.07
Mixed -1.51 -0.23 -0.52 0.11 -1.09 -0.45 -0.33 0.24
Total -2.35 -0.79 -0.75 -0.05 -1.60 -0.89 -0.58 0.10
t -6.22 -4.31 -2.21 -1.59 -4.68 -4.34 -2.81 -1.60
Panel B
NRET GRET aNCAPM aGCAPM uNFF uGFF aNFFM uGFFM
matching variables coef t coef t coef t coef t coef t coef t coef t coef t
ASSETS 288 467|254 407)] 015 102) 006 041|046 3.08] 037 267] 017 137|004 0.30
AGE 198 218170 1.88] 037 190|026 138) 075 373|064 334] 036 213] 023 135
EXPENSES 332 428] 333 429]018 092]024 127|038 194|044 241]022 135] 021 1.28
Panel C
NRET GRET aNCAPM aGCAPM uNFF uGFF aNFFM uGFFM
matching variables coef t coef t coef t coef t coef t coef t coef t coef t
ASSETS AGE 235 387|215 354)] 027 184]033 229|040 274|046 326] 027 210|029 233
ASSETS AGE EXPENSES 351 497] 353 500) 006 033]020 118|010 059|024 1.41] 013 0.87] 023 153
ASSETS AGE EXPENSES INVESTMENT OBJECTIVE 234 2911237 294]009 052])026 147|015 082)] 031 1.79] 021 137] 031 201
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Table 5: Performance measures distribution

The Table shows the distribution of the fund-mopénfformance measures observations in our sampleding to its quantity, separately for the two grswconsidered,
asset and mixed funds. Panel A details the pergeraé positive values for the net (NRET) and gnetsrns (GRET), and for the alternatives estimatiohrisk-adjusted
returns ("capm, o ke 5 0" eems 0Ccarms 0 and a®ery). Panels B and C report the percentage of statibti significant (at the 5% of significance) pisit and negative
estimations, respectively.

Panel A
NRET GRET o capm a®capm o 0% o ke oCeem
Asset 0.54 0.56 0.34 0.48 0.25 0.36 0.32 0.48
Mixed 0.58 0.61 0.33 0.50 0.25 0.40 0.33 0.53
difference -0.04 -0.05 0.02 -0.02 0.00 -0.03 -0.01 -0.05
t -10.60 -11.98 2.39 -2.64 0.15 -4.56 -1.05 -6.27
Panel B
UNCAPM GGCAPM UNFF aGFF UNFFM aGFFM
Asset 0.04 0.08 0.02 0.04 0.03 0.06
Mixed 0.05 0.11 0.03 0.07 0.03 0.08
difference -0.01 -0.03 -0.01 -0.02 -0.01 -0.02
t -2.23 -7.78 -4.09 -7.41 -2.39 -4.62
Panel C
UNCAPM GGCAPM UNFF aGFF UNFFM aGFFM
Asset 0.03 0.01 0.07 0.03 0.04 0.01
Mixed 0.05 0.02 0.08 0.04 0.05 0.02
difference -0.02 -0.01 -0.01 -0.01 -0.01 -0.01
t -8.15 -6.55 -3.24 -4.93 -4.00 -4.83
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Table 6: Fund performance-expenses relationship

The Panel A of the table shows the time averadgbeo€ross-section estimates for each of the 80 msdnmdm May 2002 until December 2008:
MODEL 7: @ cpp =4, + 4, €XPENSEG+ Y,

MODEL 8: @ =4, +A, expenseg + &,
MODEL 9: @ ey = A, + A, EXpPENSES + 77,
where &' capy IS the alpha from CAPM for investment fural in montht; a ., is the alpha from Fama and French (1993) modeinfeestment fundp in montht;

a e 1S the alpha from Carhart (1997) model for invessttrfund p in montht and expenses is the monthly expenséapth with net and raw returns.
Panel B table shows return-expenses relationsbip Way 2002 until December 2008 and Panel C frone 1899 until June 2008
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Panel A

TOTAL ASSET MIXED
Mean tValue  Std Error Mean tValue  Std Error Mean tValue Std Error
aCcapm Intercept -0.858 -25.720 0.033 -0.815 -20.830 0.039 -1.069 -15.130 0.071
EXPENSES -0.260 -6.040 0.043 -0.824 -10.560 0.078 1.958 17.280 0.113
VOLAT 0.049 2.890 0.017 0.051 2.980 0.017 0.030 1.890 0.016
AGE 0.009 5.930 0.002 0.012 6.880 0.002 -0.002 -1.010 0.002
INASSETS 0.060 20.100 0.003 0.060 16.380 0.004 0.070 13.620 0.005
R 0.231 0.248 0.324
acapn Intercept -0.934 -24.580 0.038 -0.888 -20.360 0.044 -1.054 -19.130 0.055
EXPENSES -0.706 -13.940 0.051 -1.419 -18.270 0.078 1.754 16.080 0.109
VOLAT 0.046 2.730 0.017 0.048 2.820 0.017 0.025 1.690 0.015
AGE 0.007 4.410 0.002 0.010 5.630 0.002 -0.001 -0.350 0.002
INASSETS 0.060 18.460 0.003 0.061 16.230 0.004 0.054 17.040 0.003
R 0.226 0.253 0.271
o ke Intercept -0.866 -25.150 0.034 -0.821 -20.120 0.041 -1.086 -14.940 0.073
EXPENSES -0.407 -8.250 0.049 -0.997 -10.870 0.092 1.730 14.220 0.122
VOLAT 0.009 0.550 0.016 0.009 0.580 0.016 -0.002 -0.150 0.014
AGE 0.009 5.850 0.002 0.013 6.900 0.002 -0.004 -2.340 0.002
INASSETS 0.054 16.800 0.003 0.053 13.800 0.004 0.069 12.390 0.006
R 0.205 0.229 0.271
oV Intercept -0.944 -24.060 0.039 -0.896 -19.780 0.045 -1.075 -18.720 0.057
EXPENSES -0.845 -14.860 0.057 -1.581 -17.480 0.090 1.544 13.300 0.116
VOLAT 0.005 0.320 0.015 0.006 0.380 0.016 -0.007 -0.520 0.013
AGE 0.007 4.300 0.002 0.010 5.660 0.002 -0.003 -1.540 0.002
INASSETS 0.054 16.270 0.003 0.055 14.270 0.004 0.053 14.920 0.004
R 0.203 0.236 0.223
a®cey Intercept -0.784 -22.660 0.035 -0.729 -16.780 0.043 -1.065 -13.900 0.077
EXPENSES -0.310 -6.030 0.051 -0.921 -12.540 0.073 1.938 16.100 0.120
VOLAT 0.058 4.190 0.014 0.059 4.310 0.014 0.048 3.750 0.013
AGE 0.011 8.740 0.001 0.015 10.160 0.001 0.001 0.340 0.002
INASSETS 0.054 17.840 0.003 0.053 14.000 0.004 0.069 11.800 0.006
R 0.172 0.192 0.287
ey Intercept -0.856 -21.530 0.040 -0.802 -16.630 0.048 -1.015 -17.970 0.057
EXPENSES -0.751 -12.400 0.061 -1.510 -20.240 0.075 1.666 12.600 0.132
VOLAT 0.055 4.020 0.014 0.056 4.110 0.014 0.044 3.640 0.012
AGE 0.009 6.830 0.001 0.012 8.520 0.001 0.002 1.010 0.002
INASSETS 0.054 16.110 0.003 0.055 13.830 0.004 0.050 15.660 0.003
R 0.167 0.199 0.231
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Panel B

TOTAL ASSET MIXED
Mean tValue  Std Error Mean tValue  Std Error Mean tValue  Std Error

GRET Intercept -0.209 -1.650 0.127 -0.161 -1.280 0.126 -0.664 -3.480 0.191
EXPENSES 0.821 2.460 0.333 -0.338 -1.030 0.330 6.402 7.910 0.809
VOLAT 0.043 0.450 0.097 0.094 0.930 0.100 -0.119 -1.220 0.097
AGE 0.012 2.640 0.005 0.014 3.140 0.004 0.005 0.720 0.006
INASSETS 0.030 2.610 0.011 0.030 2.590 0.012 0.025 1.430 0.017

R 0.320 0.328 0.397
NRET Intercept -0.209 -1.650 0.127 -0.161 -1.280 0.126 -0.664 -3.480 0.191
EXPENSES -0.179 -0.540 0.333 -1.338 -4.060 0.330 5.402 6.680 0.809
VOLAT 0.043 0.450 0.097 0.094 0.930 0.100 -0.119 -1.220 0.097
AGE 0.012 2.640 0.005 0.014 3.140 0.004 0.005 0.720 0.006
INASSETS 0.030 2.610 0.011 0.030 2.590 0.012 0.025 1.430 0.017

R 0.318 0.328 0.387

Panel B
Mean tValue  Std Error Mean tValue  Std Error Mean tValue  Std Error

GRET Intercept -0.292 -1.620 0.181 -0.155 -0.850 0.181 -0.694 -2.660 0.261
EXPENSES 1.308 3.990 0.328 -0.118 -0.370 0.319 7.160 8.330 0.859
VOLAT 0.011 0.130 0.083 0.048 0.560 0.085 -0.095 -1.140 0.083
AGE 0.002 0.260 0.009 0.005 0.500 0.010 0.007 0.830 0.008
INASSETS 0.037 2.200 0.017 0.031 1.820 0.017 0.038 1.840 0.021

R 0.323 0.327 0.399
NRET Intercept -0.367 -2.030 0.181 -0.228 -1.250 0.182 -0.793 -3.060 0.260
EXPENSES 0.446 1.360 0.327 -0.946 -2.970 0.319 6.251 7.270 0.860
VOLAT 0.010 0.120 0.083 0.046 0.550 0.085 -0.097 -1.160 0.083
AGE 0.002 0.210 0.009 0.004 0.440 0.010 0.007 0.820 0.008
INASSETS 0.040 2.350 0.017 0.033 1.930 0.017 0.043 2.110 0.020

R 0.321 0.326 0.393
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