Managerial Incentives in Concurrently Managed Mutual Funds

Hsuan-Chi Chen
Anderson School of Management
University of New Mexico
Albuquerque, NM 87131, USA
chen@mgt.unm.edu

Chin-Wen Hsin
College of Management
Yuan Ze University, Taiwan

fncwhsin @saturn.yzu.edu.tw

Shih Chen Hsu
College of Management
Yuan Ze University, Taiwan
kyo11025 @gmail.com

Christine W. Lai
Graduate Institute of Management
National Taiwan Normal University, Taiwan

cwlai @ntnu.edu.tw




Managerial Incentives in Concurrently Managed Mutual Funds

Abstract

This study examines the influence of managerial incentives, in the form of managerial
ownership and management fees, on mutual fund performance when unobservable
managerial ability is being controlled for through a data set of concurrently managed
mutual funds. Using this hand-collected data set, which targets mutual funds whose
managers transit from managing one fund to multiple funds (i.e., concurrent
management), we find that managerial ownership serves as a timely and effective
managerial incentive in that it leads to better fund performance when compared across
funds under concurrent management. We further document evidence of
ownership-motivated cross-fund subsidization over funds under concurrent management.
Notwithstanding such evidence, we do not find investors to utilize the managerial
ownership information for their investment in mutual funds under concurrent

management structure.
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