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Do Star Funds Have Star Effects?

YAO Yi',GAO Xing®

(1. Business School s Nankai University, Tianjin 300071, China;
2. Department o f Finance -China Bohai Bank . Tianjin 300204, China)

Abstract: Through an empirical study, this paper concludes that China’s
star funds don’t have much more star effects: firstly, the star funds can at-
tract new capital inflow but this function is just limited in the current year
and the purchase is not significantly higher than the redemption, showing
that star funds are not significantly positively correlated with net capital in-
flow; secondly, star funds don’t have spillover effects; thirdly, star funds
don’t have persistent performance. namely investors don’t necessarily gain
abnormal returns in future two years if they purchase the star funds; lastly,
investors pay attention to the long-term performance for fear that the star
funds are short-lived and the long-term performance is significantly positive-
ly correlated with purchase rates and net capital inflow both in the current
year and the next year, showing that only the funds with better long-term
performance can form reputation and the purchase and redemption of inves-
tors still are in accordance with foreign PFR theory which provides an expla-
nation for the debate of redemption heteromorphism in current China.

Key words: fund; star fund; fund manager; spillover effect; fund

performance; fund redemption (HMHERE 5= T
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