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External Effects of the Redemption
Mechanism of Open-end Funds

LI Yao, YU Jin-jie
(School of Finance, Shanghai University of Finance and Economics,
Shanghai 200433, China)

Abstract: Redemption mechanism of open-end funds, one of the most
basic characteristics which distinguishes it from close-end funds, greatly in-
fluences all the fund market participants. First discussing the theoretical ba-
sis of open-end fund’s redemption mechanism, the paper, then, deduces the
general model of the external effects of investors’ redemption. Employing
the external effects theory of redemption, the paper analyses the overall re-
demption phenomena of open-end funds in China, and finally puts forward
solutions to lessening the impact of the external effects of redemption.

Key words:open-end funds; redemption; external effects
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