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Abstract 
 

This paper examines how mutual funds respond to constraints imposed by asset growth. We find 

a fund’s decision to switch management structure to be largely driven by asset growth. However, 

we find little evidence that changes in management structure are associated with superior fund 

performance, possibly due to the limited investment ideas of fund managers. Finally, we find that 

investors respond negatively to funds that change their management structure. Our overall findings 

are consistent with prior literature on the prevalence of diseconomies of scale in mutual funds and 

have significant policy implications for regulators in terms of how funds should be regulated as 

they grow larger. 
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I. Introduction 

 Many studies generally conclude that mutual funds, on average, underperform the stock 

market and that relatively few actively managed funds can persistently generate superior 

performance in comparison with their passive counterparts. Berk and Green (2004) provide 

theoretical arguments that such a lack of outperformance and performance persistence can be 

explained by diminishing returns to scale, even with the presence of managerial skills. They argue 

that such diseconomies of scale exist because additional money flows can no longer be invested 

advantageously due to higher transaction costs, organizational diseconomies, and the need to 

invest in poorer-performing investments. Such arguments are supported by a large number of 

empirical papers that document diseconomies of scale experienced by mutual funds since the 

seminal paper by Chen et al. (2004). This paper examines whether funds respond to asset growth 

through changes in management structure and whether such changes are associated with superior 

performance and positive money flows. In particular, we examine the research questions of 

whether: (1) funds do switch from sole-managed to team-managed funds (team-managed to sole-

managed funds) in response to positive (negative) asset growth; (2) funds are able to generate 

superior fund performance following changes in management structure; and (3) investors do react 

to changes in fund management structure. 

 This first research question is motivated by the prevalence of diseconomies of scale in 

mutual funds. Previous studies have documented several different ways mutual funds respond to 

new money flows or diseconomies of scale. First, mutual funds can restrict further inflows by 

increasing their fund fees, particularly non-marketing fees (see Barber, Odean, and Zheng, 2005). 

Second, Bris et al. (2007) find that funds close following a period of superior performance and 

abnormal fund inflows. While the authors find such a strategy to be effective in reducing 

cumulative money flows to -3% and -6%, respectively, in the year after closing, there is little 

evidence that such funds are able to maintain good performance. Third, Pollet and Wilson (2008) 

find that mutual funds are reluctant to diversify in response to growth but instead scale-up their 
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existing investments. In further tests, the authors show that diversification is associated with better 

performance only for small-cap funds, presumably because they are more liquidity constrained. To 

date, no study attempts to provide direct evidence that fund management structure is driven by 

the needs of mutual funds to respond to concerns related to diseconomies of scale. This leads to 

the first hypothesis of this paper.  

H1: Funds experiencing positive (negative) asset growth are more likely to switch from sole-managed to team-

managed funds (team-managed to sole-managed funds). 

The alternative hypothesis to H1 is that the changes in management structure simply reflect the 

secular trend in the industry, and, as such, asset growth would have a neutral effect on a fund’s 

decision to switch management structure.   

The second research question is motivated by the recent rise of team-managed funds in 

the U.S. mutual fund industry. There is still no general consensus in the prior literature on which 

form of fund management structure is associated with better fund performance. While Prather 

and Middleton (2002) and Bliss, Porter, and Schwarz (2008) do not find any significant differences 

in performance between sole- and team-managed funds, studies by Chen et al. (2004) and Bar, 

Kempf, and Ruenzi (2011) document that team-managed funds underperform sole-managed funds 

due to higher monitoring and coordination costs. More recent findings by Patel and Sarkissian 

(2017) and Adams, Nishikawa, and Rao (2015) suggest that team-managed funds are able to 

generate superior returns. However, previous studies do not seem to account for the impact of 

asset growth on the relationship between fund management structure and performance. This paper 

argues that the effectiveness of fund management structure is determined by the ability of funds 

to manage new money inflows. This leads to the second hypothesis of this paper.  

H2: Funds responding to positive (negative) asset growth by switching from sole-managed to team-managed (team-

managed to sole-managed) funds are associated with superior fund performance. 
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The alternative hypothesis to H2 is that the addition (Sole to Team) and reduction (Team to Sole) of 

fund managers does not help in circumventing issues surrounding the management of positive and 

negative asset growth due to limited investment opportunities.  

The third research question is motivated by the growing evidence in the prior literature 

that investors often respond to funds that attract their attention by way of past performance, fund 

family size, and marketing and distribution efforts. However, it is relatively less known on whether 

investors have a preference to invest in sole-managed or team-managed funds. For example, 

Massa, Reuter, and Zitzewitz (2010) and Wang (2016) document that the relation between team 

management and fund flows is negative, while a more recent paper by Patel and Sarkissian (2017) 

shows that team-managed funds are able to generate positive net flows of 4% per year. Given that 

a fund’s decision to switch management structure is strategic, we argue that such a choice should 

benefit the fund through increase fund flows. This leads to the third hypothesis, stated formally as 

follows. 

H3: Funds that switch management structure are associated with positive money flows. 

The counterfactual to this hypothesis is that investors do not pay much attention to changes in 

fund management structure and, therefore, at best, a change structure would have a negative or 

neutral effect on fund flows. 

 The main results of the paper are summarized as follows. First, we find funds with high 

(low) asset growth to have a greater likelihood to change from a sole-managed (team-managed) to 

a team-managed (sole-managed) structure. This is consistent with the rational equilibrium 

framework of Berk and van Binsbergen (2015, 2017) whereby fund managers have limited 

investment ideas to place additional money flows into productive use. Second, while funds do 

change their management structure in response to asset growth, we do not find supporting 

evidence that such changes are beneficial to fund performance. Third, we find a fund’s decision to 

switch management structure to be associated with negative money flows in the subsequent three-

, six-, nine-, and 12-month periods, respectively, in comparison with funds that do not switch their 
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management structure. The overall results are robust to the inclusion of year and fund fixed effects 

and subsample analysis on bullish and bearish time periods. 

This paper will contribute to several different strands of the literature. First, this paper is 

related to the literature on how mutual funds respond to constraints imposed by growth. Bris et 

al. (2007) find that funds are usually close in response to new money. In addition, Pollet and Wilson 

(2008) show that mutual funds respond to new money by scaling-up their existing investments 

rather than generating additional investment ideas. This paper examines whether changes in fund 

management structure are driven by asset growth.  

Second, this paper contributes to the debate on the performance of sole- versus team-

managed funds. The empirical evidence is generally mixed in terms of which types of structure 

deliver better fund performance. Previous studies have concentrated largely on the performance 

and behavioural decisions of sole- and team-managed funds without considering the strategic 

decisions for fund families to switch their fund management structure. This paper argues that the 

rise of team-managed funds in recent years in the U.S. mutual fund industry is due to the need of 

mutual funds to respond to asset growth by employing additional fund managers to mitigate 

diminishing returns to scale.  

Third, this paper also contributes to the literature on the benefits of decentralized 

investment management. Sharpe (1981) and van Binsbergen, Brandt, and Koijen (2008) show that 

funds can use multiple managers to diversify the skills of specialist active managers having superior 

knowledge of a particular asset class. This is further supported by Blake et al. (2013), who 

document that the shift from centralized to decentralized pension fund management over the past 

few decades is associated with increased performance to compensate for the suboptimal 

diversification that results. However, it remains unclear whether the decentralized investment 

management in U.S. mutual fund industry, with $15 trillion of assets under management (AUM) 

at year-end 2013 (ICI, 2014), is good for investors’ welfare. This paper extends our understanding 

on the issue surrounding the optimal fund management structure and advances the current 
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knowledge in the literature by linking the effectiveness of fund management structure to the ability 

of funds to respond to constraints imposed by asset growth.  

Fourth, this paper also contributes to the growing literature on whether investors actually 

benefit from being influenced by attention-grabbing information, such as past performance and 

marketing efforts. For example, while Jain and Wu (2000) find that advertised funds attract 

significantly more money inflows, they do not find evidence of superior performance during the 

post-advertisement period. Barber, Odean, and Zheng (2005) find that investors are more sensitive 

to salient, in-your-face fees such as front-end loads, but less so to operating expenses, even though 

such expenses impact negatively on fund performance. Recently, Parwada and Tan (2017) have 

found that investors are attracted to superstar fund managers. However, the additional money 

flows that superstar fund managers get impact negatively on fund performance due to 

diseconomies of scale. It is therefore of particular important to examine whether investors are 

better off investing their capital in funds experiencing changes in management structure. 

The rest of this paper is organized as follows. Section II provides the description of our 

data and sample construction. Section III presents the methods used to test our hypotheses. 

Section IV reports our empirical findings. In Section V, we present our robustness tests and 

Section VI concludes.  

 

II. Data 

A. Sample Construction 

The primary source of data is the Morningstar Direct Mutual Fund (MDMF) database, 

which contains information on fund characteristics, funds’ monthly returns, inception date, total 

net assets, investment objectives, fees, and turnover ratio. To obtain information on the 

composition of each fund, we utilised the managers’ employment histories which are made 

available in MDMF database. Using managers’ employment histories, we are able to map the 

number of managers who worked for a fund at a particular point in time. As documented by Patel 
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and Sarkissian (2017), the MDMF database has a 96% match with SEC records, and hence 

provides a much more accurate information in capturing the managerial structure of a fund than 

any other mutual fund databases. Following prior literature, we classify funds as sole-managed 

when we are able to identify one manager name and classify funds as team-managed when there is 

more than one manager managing the fund (and for those funds classified as “team-managed” 

under manager name). 

Once we determine the composition of fund managers, we then construct the variable of 

interest (i.e. Sole to Team and Team to Sole) in this study. The Sole to Team (Team to Sole) variable is a 

binary indicator equal to one if funds switch from one (multiple) manager to multiple (one) 

manager at month t. To rule out interim changes of fund managers, we impose an additional 

requirement that the fund management structure during the pre and post 12 months of the 

switching event to be constant.  

To facilitate comparison with the prior literature, this study focuses on U.S. domestic 

equity funds. Following Chen et al. (2004), we exclude index, fixed income, international, and 

specialized sector funds from our sample.1 With the exception of total net assets, this study 

aggregates all fund share classes’ characteristics at the fund portfolio level using asset-weighted 

averages. Next, we apply two criteria to eliminate two known potential biases associated with the 

mutual fund database. First, to address incubation bias, we exclude funds that existed prior to the 

reported fund starting date (Evans, 2010) and exclude observations whose fund names are missing 

from the MDMF database. Second, we exclude funds with AUM of less than $15 million, since 

only successful funds enter the database (Elton, Gruber, and Blake, 2001).  

                                                 
1 We perform such filtering using the Morningstar category classifications from the link http://corporate. 

morningstar.com/us/documents/MethodologyDocuments/MethodologyPapers/MorningstarCategory_Classificatio

ns.pdf 

http://corporate.morningstar.com/us/documents/MethodologyDocuments/MethodologyPapers/MorningstarCategory_Classifications.pdf
http://corporate.morningstar.com/us/documents/MethodologyDocuments/MethodologyPapers/MorningstarCategory_Classifications.pdf
http://corporate.morningstar.com/us/documents/MethodologyDocuments/MethodologyPapers/MorningstarCategory_Classifications.pdf
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This leads to a final sample consists of 3,895 domestic equity funds and 672 fund families, 

covering 418,443 fund-month observations from 1992 to 2013.2 As presented in Figure I, in our 

sample, the proportion of sole-managed funds decreased from 65% in 1992 to 27% in 2013, while 

the proportion of team-managed funds increased from 35% in 1992 to 73% in 2013. It is important 

to note that the growth in team-managed funds is in line with the increasing trend of assets under 

management in equity mutual funds market. Such observation is also consistent with the evolution 

of the U.S. mutual fund industry as documented by Massa, Reuter, and Zitzewitz (2010).  

< Insert Figure I > 

Out of 3,895 unique mutual funds in the final sample, we observe around 17% (N=662) 

of funds switching from sole-managed to team-managed funds, whereas around 11% (N=430) of 

funds switching from team-managed to sole-managed funds. As presented in Figure II, the number 

of mutual funds that change its management structure from Sole to Team and Team to Sole are 

increasing since 1992 reaching its peak in 2005 and 2000, respectively, before experiencing a 

declining trend in the remaining years. 

< Insert Figure II > 

 

B. Descriptive Statistics 

 The descriptive statistics of the mutual fund data are presented in Table I. Panel A presents 

the summary statistics for all equity mutual funds, while Panels B and C compare the summary 

statistics between funds that switch management structure versus funds that do not. In Panel A, 

the descriptive statistics are largely consistent with the prior literature. The average size of mutual 

funds and fund families is around $305 million 17,458 million, respectively. On average, funds are 

charging 1.23% of expense ratio, experiencing a turnover ratio of around 85%, and being managed 

                                                 
2 To be consistent with the prior literature (i.e. Ding and Wermers, 2012; Wang, 2016; Patel and Sarkissian, 2017), our 

sample period starts in 1992 due to completeness in managerial information. 
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by around two managers. The fund flows and fund return variables are positive, which indicates 

that mutual funds are generating positive money flows and net return during our sample period.  

 In Panels B and C, we find funds that switch management structure are generally smaller 

than funds that do not switch. However, the differences in fund size are not statistically significant. 

In addition, the switching funds are associated with higher expense ratios and turnover ratios than 

non-switching counterparts, with findings being statistically significant at 1% level. In terms of our 

fund flow variable, we find funds that switch from sole-managed to team-managed funds are 

associated with higher fund flow, which supports our conjecture that funds are responding to asset 

growth by adopting a team-managed structure. Not surprisingly, we observe lower fund flow for 

funds that switch from a team-managed to a sole-managed structure due to lower constraints in 

investing new money flows. In Panels B and C, we find funds that switch management structure 

(i.e. Sole to Team and Team to Sole) experience lower returns across different performance metrics 

when compared with funds that do not switch their management structure. This suggests that 

changes in management structure are detrimental to investors’ return. We subject our preliminary 

findings to more rigorous multivariate tests after controlling for fund characteristics in the 

following sections. 

< Insert Table I here > 

In Table II, we construct a correlation matrix on our key control variables (i.e. Log(Fund 

Size), Log(Fund Age), Log(Family Size), Expense Ratio, Turnover Ratio, Volatility, Fund Return, Fund Flow, 

and Team Size) based on the full sample and calculate the condition index of the matrix as 1.84. 

Such a low condition index suggests that there is no multicollinearity issue. 

< Insert Table II here > 
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III. Methods  

A. Determinants of Switch in Management Structure 

 Do funds switch management structure in response to asset growth? To address this issue, 

we follow the empirical design of Dass, Nanda, and Wang (2013) by controlling for fund 

characteristics that influence the changes in management structure. In this section, we examine the 

determinants of a fund’s decision to switch management structure by estimating a probit regression 

model as presented in equation (1) below. Our variable of interest is Fund Flow. We expect the 

regression coefficient for Fund Flow to be positive (negative) to reflect a fund’s decision to switch 

from sole- to team-managed (team- to sole-managed) funds in response to positive (negative) asset 

growth in previous periods. 

𝑆𝑜𝑙𝑒 𝑡𝑜 𝑇𝑒𝑎𝑚/𝑇𝑒𝑎𝑚 𝑡𝑜 𝑆𝑜𝑙𝑒𝑖𝑡

= 𝛼𝑖,𝑡 + 𝛽1𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝑆𝑖𝑧𝑒)𝑖,𝑡 + 𝛽2𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝐴𝑔𝑒)𝑖,𝑡

+ 𝛽3𝐿𝑜𝑔(𝐹𝑎𝑚𝑖𝑙𝑦 𝑆𝑖𝑧𝑒)𝑖,𝑡 + 𝛽4𝐸𝑥𝑝𝑒𝑛𝑠𝑒 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡 + 𝛽5𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡

+ 𝛽6𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑖,𝑡 + 𝛽7𝐹𝑢𝑛𝑑 𝑅𝑒𝑡𝑢𝑟𝑛𝑖,𝑡 + 𝛽8𝐶𝑎𝑡𝑒𝑔𝑜𝑟𝑦 𝐹𝑙𝑜𝑤𝑖,𝑡

+ 𝛽9𝐹𝑢𝑛𝑑 𝐹𝑙𝑜𝑤𝑖,𝑡 + 𝜀𝑖,𝑡 ,                                                                                         (1) 

where Log(Fund Size) is the natural logarithm of the fund's total net assets in millions of dollars; 

Log(Fund Age) is the natural logarithm of the fund's age in years; Log(Family Size) is the natural 

logarithm of a family’s total net assets in millions of dollars; Expense Ratio is the percentage of fund 

assets charged by the fund on an annual basis to compensate for operating costs; Turnover Ratio 

measures the number of times that fund assets are renewed, and is calculated as the minimum of 

sales and purchases divided by the average yearly fund size; Volatility is measured by the standard 

deviation of a fund’s net returns over the past 12 months; Fund Return is a fund’s monthly return 

net of operating expenses; Category Flow is the aggregate flow into each fund category at time t; and 

Fund Flow is a measure of inflows and outflows of net assets. 
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 In further tests, we replace Fund Flow with Cumulative Fund Flow variables to take into 

account the aggregated money flows experienced by mutual funds in the prior three years. This 

makes intuitive sense because continuing positive money flows may pose constraints on fund 

managers in finding profitable investment opportunities (Berk and van Binsbergen, 2015, 2017). 

We expect positive (negative) cumulative money flows to have a greater predictability in explaining 

a fund’s decision to switch from a sole-managed (team-managed) to a team-managed (sole-

managed) structure. 

 

B. Performance Measures 

To examine the effect of changes in management structure on fund performance, we 

construct various performance metrics to use as the dependent variable. This includes: (1) fund’s 

net return, which is a fund’s return after deducting expenses; (2) style-adjusted return, which is a 

fund’s return minus the average returns of all funds pursuing a similar investment objective; and 

(3) risk-adjusted returns using CAPM, Fama-French (1993), and Carhart (1997) regression models, 

as presented in the following equations.  

Market Model (CAPM): 

𝑟𝐹𝑑 − 𝑅𝑓 = 𝛼 + 𝛽1(𝑅𝑚 − 𝑅𝑓) + 𝜀𝐹𝑑  ,                                                                                               (2) 

Fama-French Three-Factor Model: 

𝑟𝐹𝑑 − 𝑅𝑓 = 𝛼 + 𝛽1(𝑅𝑚 − 𝑅𝑓) + 𝛽2𝑆𝑀𝐵 + 𝛽3𝐻𝑀𝐿 + 𝜀𝐹𝑑  ,                                                        (3) 

Carhart Four-Factor Model: 

𝑟𝐹𝑑 − 𝑅𝑓 = 𝛼 + 𝛽1(𝑅𝑚 − 𝑅𝑓) + 𝛽2𝑆𝑀𝐵 + 𝛽3𝐻𝑀𝐿 + 𝛽4𝑈𝑀𝐷 + 𝜀𝐹𝑑  ,                                    (4) 

where 𝑟𝐹𝑑 is a fund’s monthly return; 𝑅𝑓 is the risk-free return rate; 𝑅𝑚 is the return of the S&P 

500 market; 𝑆𝑀𝐵 is “Small Minus Big”, which accounts for the spread in returns between small 

and large-sized funds based on total net assets under management; 𝐻𝑀𝐿 is “High Minus Low”, 

which accounts for the spread in returns between value and growth funds; and 𝑈𝑀𝐷 represents 
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the momentum factor loadings. All alphas are estimated using the previous 36 months’ returns 

data. 

In addition to the unconditional models described in equations (2) to (4) above, we also 

construct conditional fund alphas as proposed by Ferson and Schadt (1996) to account for the 

time-varying behavior of returns which is not captured by the traditional performance measures. 

We estimate the conditional models as follows: 

                                       𝑟𝐹,𝑡 − 𝑟𝑓,𝑡 = 𝛼𝐹
𝐶 + ∑ (𝛽𝐹,𝑘

0 + ∑ 𝛽𝐹,𝑘
𝑙 𝑍𝑙,𝑡−1

𝐿

𝑙=1

) 𝑓𝑘,𝑡

𝐾

𝑘=1

+ 𝜀𝐹,𝑡 ,                   (5) 

where 𝑓’s are K factors and Z's are L conditioning variables. We follow Ferson and Schadt (1996) 

by using five conditioning variables, which include the dividend yield of the CRSP index, a yield 

spread (long- minus short-term bonds), the yield on a short-term Treasury bill, a corporate bond 

yield spread (low- minus high-grade bonds), and a dummy variable for January.  

In this section, we examine the relationship between our switching variables, namely Sole 

to Team and Team to Sole, on mutual fund performance (as proxied by the numerous performance 

metrics we described above). The regression model is as specified in equation (6) below: 

𝑃𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖,𝑡+1:𝑡+12

= 𝛼𝑖,𝑡 + 𝛽1𝑆𝑜𝑙𝑒 𝑡𝑜 𝑇𝑒𝑎𝑚/𝑇𝑒𝑎𝑚 𝑡𝑜 𝑆𝑜𝑙𝑒𝑖,𝑡 + 𝛽2𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝑆𝑖𝑧𝑒)𝑖,𝑡

+ 𝛽3𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝐴𝑔𝑒)𝑖,𝑡 + 𝛽4𝐿𝑜𝑔(𝐹𝑎𝑚𝑖𝑙𝑦 𝑆𝑖𝑧𝑒)𝑖,𝑡 + 𝛽5𝐸𝑥𝑝𝑒𝑛𝑠𝑒 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡

+ 𝛽6𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡 + 𝛽7𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑖,𝑡 + 𝛽8𝐹𝑢𝑛𝑑 𝑅𝑒𝑡𝑢𝑟𝑛𝑖,𝑡

+ 𝛽9𝐹𝑢𝑛𝑑 𝐹𝑙𝑜𝑤𝑖,𝑡 + 𝛽10𝑇𝑒𝑎𝑚 𝑆𝑖𝑧𝑒𝑖,𝑡 + 𝜀𝑖,𝑡 ,                                                      (6) 

where Performance is the fund’s compounded monthly return in the subsequent 12 months. To 

mitigate the survivorship bias in constructing the dependent variables, we follow Carhart (1997) 

by including funds that disappear during the course of the year until they disappear completely. 

Sole to Team (Team to Sole) is a binary indicator equal to one if a fund switches from a sole-managed 
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(team-managed) to a team-managed (sole-managed) structure. Team Size is the number of managers 

managing a fund. All other explanatory variables are as explained above. 

 

C. Fund Flows Measure 

How do investors react to a fund’s decision to switch management structure? To address 

this issue, we follow Sirri and Tufano (1998) in calculating mutual fund flows as the percentage of 

net growth in fund assets beyond reinvested dividends. We assume that all distributions made to 

investors are subsequently reinvested with the fund. This measure of fund flows represents the net 

demand for a mutual fund, where a positive flow indicates that on average investors are entering 

the fund, while a negative flow indicates that investors are withdrawing funds.  

                                       𝐹𝑢𝑛𝑑 𝐹𝑙𝑜𝑤𝑖,𝑡:𝑡+𝑘 =
𝑇𝑁𝐴𝑖,𝑡:𝑡+𝑘−𝑇𝑁𝐴𝑖,𝑡(1+𝑅𝑖,𝑡:𝑡+𝑘)

𝑇𝑁𝐴𝑖,𝑡
                 (7) 

To examine the effect of changes in management structure on subsequent fund flows, we 

estimate the following regression model as presented in equation (8) below. 

𝐹𝑢𝑛𝑑 𝐹𝑙𝑜𝑤𝑖,𝑡:𝑡+𝑘

= 𝛼𝑖,𝑡 + 𝛽1𝑆𝑜𝑙𝑒 𝑡𝑜 𝑇𝑒𝑎𝑚/ 𝑇𝑒𝑎𝑚 𝑡𝑜 𝑆𝑜𝑙𝑒𝑖,𝑡 + 𝛽2𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝑆𝑖𝑧𝑒)𝑖,𝑡

+ 𝛽3𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝐴𝑔𝑒)𝑖,𝑡 + 𝛽4𝐸𝑥𝑝𝑒𝑛𝑠𝑒 𝑅𝑎𝑡𝑖𝑜𝑖,𝑡 + 𝛽5𝐷𝑖𝑠𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝐹𝑒𝑒𝑖,𝑡

+ 𝛽6𝐿𝑜𝑤𝑖,𝑡 + 𝛽7𝑀𝑒𝑑𝑖𝑢𝑚𝑖,𝑡 + 𝛽8𝐻𝑖𝑔ℎ𝑖,𝑡 + 𝛽9𝐶𝑎𝑡𝑒𝑔𝑜𝑟𝑦 𝐹𝑙𝑜𝑤𝑖,𝑡

+ 𝛽10𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑖,𝑡 + 𝛽11𝐿𝑜𝑔(𝐹𝑢𝑛𝑑 𝐴𝑔𝑒)𝑖,𝑡 ∗ 𝐹𝑢𝑛𝑑 𝑅𝑒𝑡𝑢𝑟𝑛 + 𝜀𝑖,𝑡 ,            (8) 

where 𝐹𝑢𝑛𝑑 𝐹𝑙𝑜𝑤𝑖,𝑡:𝑡+𝑘 represents the percentage flow of money entering or exiting fund i over 

three-, six-, nine-, and 12-month future horizons. Sole to Team (Team to Sole) is a binary indicator 

equal to one if a fund switches from a sole-managed (team-managed) to a team-managed (sole-

managed) structure. Distribution Fee is the cost paid by the fund for marketing and distribution. 

Since the flow-performance relationship is non-linear for mutual funds, we follow Sirri and Tufano 

(1998) by introducing fractional performance ranks based on fund return. 𝐿𝑜𝑤𝑖,𝑡 is defined as 



14 

 

min (𝑅𝑎𝑛𝑘𝑡, 0.2), 𝑀𝑖𝑑𝑖,𝑡 is defined as min (𝑅𝑎𝑛𝑘𝑡 − 𝐿𝑜𝑤, 0.6), and 𝐻𝑖𝑔ℎ𝑖,𝑡 is defined as 

min (𝑅𝑎𝑛𝑘𝑡 − 𝐿𝑜𝑤 − 𝑀𝑖𝑑, 0.2). All other explanatory variables are as explained above. 

 

IV. Empirical Results 

A. Determinants of Fund Management Structure 

 In this section, we provide the probit regression results on the determinants of changes in 

fund management structure from sole-managed to team-managed and vice versa. The key 

explanatory variable is Fund Flow, which measures the inflow and outflow of investors’ capital. In 

model (1) of Table III, we find money flows to be a key determinant of a fund’s decision to switch 

from a sole-managed to a team-managed structure. This is consistent with our expectation that 

funds are responding to positive money flows by hiring additional fund managers so as to put 

investors’ capital to productive use. In model (2) of Table III, we find the regression coefficient 

of Fund Flow to be negative, which suggests that funds are more likely to switch from a team-

managed to a sole-managed structure when facing negative money flows. However, the finding is 

not statistically significant. In terms of our other control variables in Table III, we find older funds 

to be more likely to switch management structure from one that is sole-managed to one that is 

team-managed and vice versa. In addition, we also find that fund performance is positively related 

to the likelihood of changes in management structure. 

< Insert Table III > 

So far, we have documented that money flows have influence on the likelihood of changes 

in fund management structure. To determine whether funds are responding to asset growth, we 

re-run Table III by replacing Fund Flow with the Cumulative Fund Flow variable. Cumulative Fund Flow  

is defined as the aggregation of money flows from the previous t months. In our study, we consider 

the previous three-, six-, nine-, 12-, 24-, and 36-month time periods. In Panel A of Table IV, we 

find that funds with a high cumulative fund flow have a greater likelihood to switch their structure 

from sole-managed to team-managed. Interestingly, the likelihood of a switch decreases 
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monotonically as we increase our time horizon in accounting for previous asset growth. This 

finding suggests that funds are responding positively to asset growth (more so on recent asset 

growth) by adopting a team-managed fund structure so as to put investors’ capital to productive 

use. This is consistent with the rational equilibrium framework of Berk and van Binsbergen (2015, 

2017) whereby money flows are directed to attractive investment opportunities which 

subsequently pose a constraint on fund managers in finding profitable investment opportunities.  

In addition, we also examine the effect of asset growth on the likelihood of a fund’s 

switching from a team-managed to a sole-managed structure. In Panel B of Table IV, we find 

funds with low cumulative fund flow to have a greater likelihood to switch from a team-managed 

to a sole-managed structure. Similar to what we observe in Panel A of Table IV, we find such 

relation to decrease monotonically (in absolute terms) as we increase our time horizon in 

accounting for previous asset growth. This finding is consistent with our conjecture that mutual 

funds resort to adopting a sole-managed fund structure when experiencing low asset growth. The 

overall findings are robust to the inclusion of fund characteristics and year fixed effects to account 

for changes in macroeconomic factors that may be influencing a fund’s decision to change 

management structure.  

< Insert Table IV > 

 

B. Effect of Switch on Fund Performance 

In the previous section, we find that asset growth plays an important role in explaining the 

likelihood of changes in fund management structure. If this is indeed the case, it is natural to ask 

whether funds are able to generate superior fund performance following changes in management 

structure. Next, we examine the effect of changes in fund management structure (i.e. both Sole to 

Team and Team to Sole) on future fund performance. To answer this research question, we utilize 

various performance metrics, such as fund net return, style-adjusted return, and risk-adjusted 
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returns (both unconditional and conditional) using CAPM, Fama-French, and Carhart regression 

models. 

In Panel A of Table V, we do not find changes in fund structure from sole-managed to 

team-managed to be associated with higher fund performance. When using style-adjusted return 

as a performance measure, instead, we find funds switching from sole-managed to team-managed 

to experience underperformance of 0.59% in annualized terms, with this finding being statistically 

significant at 1% level. In Panel B of Table V, focusing on funds switching from team-managed 

to sole-managed, we find some evidence of superior fund performance following changes in 

management structure when using fund net return and Carhart’s conditional risk-adjusted return 

as the performance measures.  

The findings on the control variables are explained as follows. First, we find Log(Fund Size) 

and Log(Family Size) to be negative and statistically significant at the 1% level across all regression 

models. In other words, we show that the performance of a fund declines with fund and family 

size as measured by total net assets under management at the fund and family-unit levels. Such 

findings are consistent with Chen et al. (2004) on the existence of diseconomies of scale in mutual 

funds. Second, we find past volatility and money inflows to be detrimental to future fund 

performance. Third, we find evidence that funds managed by more fund managers are associated 

with higher fund performance (see Adams, Nishikawa, and Rao, 2015, Patel and Sarkissian, 2017). 

< Insert Table V > 

In Table V, by just including the switching dummy variables (i.e. Sole to Team and Team to 

Sole), we do not fully capture a fund’s motive in changing management structure. Arguably, a fund’s 

motives to change management structure are largely unobservable and could be driven by various 

factors. However, as documented in Tables III and IV, we find that funds are more likely to switch 

fund structure from sole-managed (team-managed) to team-managed (sole-managed) when facing 

high (low) asset growth. This suggests that asset growth is an important determinant or motive for 

funds to switch management structure.  
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In Table VI, we interact Sole to Team (Team to Sole) with the High Flow (Low Flow) variable. 

High (Low) Flow is defined as a binary indicator equal to one if the cumulative fund flows in the 

previous 12 months are ranked at the top (bottom) quintile at time t.3 The intuition behind 

interacting Sole to Team with High Flow and Team to Sole with Low Flow relates to the efficiency in 

managing assets under management. For example, funds that face high flow pressure (i.e. High 

Flow) have the incentive to switch structure from sole-managed to team-managed so as to take 

advantage of the expertise of additional fund managers in making profitable investment 

opportunities which may be limited if a fund were to be managed by one fund manager. As for 

funds that face low flow pressure (i.e. Low Flow), by switching from a team-managed to a sole-

managed structure, the single fund manager may be able to manage the assets under management 

much more efficiently.  

In Panel A of Table VI, we find the regression coefficient of our variable of interest (i.e. 

Sole to Team * High Flow) to be negative across all performance metrics used in this paper. This 

suggests that a fund’s decision to change structure from a sole-managed to a team-managed one 

in response to asset growth does not improve fund performance subsequent to the switch. 

However, these findings are largely not statistically significant, with the exception of using 

Carhart’s conditional alpha as the performance measure. In Panel B of Table VI, the regression 

coefficient of the interaction variable between Team to Sole and Low Flow is positive (albeit not 

statistically significant) across all performance metrics used in this paper, with the exception of 

style-adjusted return. This suggests that a fund’s decision to switch from a team-managed to a sole-

managed structure when facing low asset growth is beneficial to fund performance. The results are 

however only marginally significant. The overall findings suggest that a fund’s decision to switch 

                                                 
3 We also construct High Flow and Low Flow variables based on decile ranking and the overall results are qualitatively 

similar to the main results reported in the paper. 
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management structure does not provide any strong and useful information on superior 

performance. 

< Insert Table VI > 

 

C. Effect of Switch on Money Flows 

In this section, we explain the ordinary least-square (OLS) regression results on the effect 

of changing management structure on money flows in the subsequent three-, six-, nine-, and 12-

month periods. The key explanatory variable is Sole to Team (Team to Sole), which is a binary indicator 

equal to one if funds switch from one (multiple) manager to multiple (one) manager in month t. 

In Panels A and B of Table VII, we find a fund’s decision to switch management structure (i.e. 

Sole to Team and Team to Sole) to be associated with negative money flows in the subsequent three-

, six-, nine-, and 12-month periods, respectively, in comparison with funds that do not switch their 

management structure. Such findings suggest that investors are not in favour of funds switching 

management structure and penalize the funds through investors’ redemption. These results are 

robust to controlling for other key determinants of fund flows, such as past performance and 

marketing and distribution efforts (i.e. Distribution Fee). 

The findings of our control variables shown in Table VII are consistent with those 

demonstrated in previous studies. First, we find evidence of an asymmetric flow-performance 

relationship, as shown by a positive coefficient for the high-performance rank variables (e.g. 

Ippolito, 1992; Gruber, 1996; Chevalier and Ellison, 1997; and Sirri and Tufano, 1998). Second, 

consistent with Chevalier and Ellison (1997), we find the level of flows to be lower for older funds. 

Third, we find that expense ratio is negatively related to fund flows, consistent with the argument 

that investors are sensitive to high fund fees (Barber, Odean, and Zheng, 2005). Fourth, the 

regression coefficient on Volatility is negative and statistically significant at the 1% level, which 

suggests that investors are sensitive to funds with high past volatility. 

< Insert Table VII > 
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V. Robustness Tests 

 In this section, we carry out a series of robustness tests to examine: (1) whether our main 

findings differ during bullish and bearish time periods; (2) whether our main empirical findings are 

stable over our sample period; (3) whether our findings are being driven by survivorship bias; and 

(4) whether our findings differ when considering the magnitude of changes in management 

structure. 

 

A. Bullish versus Bearish Time Periods 

We examine whether our results above hold for both bullish and bearish market 

conditions. To do this, we re-run the analysis in Tables IV, VI, and VII on the bullish and bearish 

subsamples. We characterize bear market periods as years with a negative market return based on 

the CRSP market factor calculated by Kenneth French.4 Using this measure, we label 1994, 2000, 

2001, 2002, and 2008 as bear market periods. As for the other years, we label them as bull market 

periods.  

In Table VIII, focusing on bullish time periods, consistent with the main results, we find 

that higher (lower) asset growth are associated with a higher likelihood of funds switching from 

sole-managed (team-managed) to team-managed (sole-managed). In terms of the performance 

analysis, we do not find any evidence that changes in management structure in response to asset 

growth to be beneficial to fund performance. As for money flows analysis, we find investors to be 

responding negatively to a fund’s decision to switch management structure. 

< Insert Table VIII > 

In Table IX, focusing on bearish time periods, we also find qualitatively similar results to 

our main findings in this paper, with one exception. We find some evidences that a fund's decision 

                                                 
4 Link: http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html 

http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
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to switch from a team-managed to a sole-managed structure due to low flow pressure enables a 

single fund manager to manage the assets under management much more efficiently during bearish 

time periods. 

< Insert Table IX > 

 

B. Stability of Empirical Findings 

One may argue the changes in fund management structure simply reflect the secular trend 

in the U.S. mutual fund industry. To test the stability of our findings, we re-run our empirical tests 

(i.e. Tables IV, VI, and VII) on two equal subsample periods (1992 to 2002 and 2003 to 2013). 

The unreported results are qualitatively similar to the main results reported in the paper, with one 

exception. In the first half of our sample period, we find a fund's decision to switch from a sole-

managed (team-managed) to a team-managed (sole-managed) structure in response to high (low) 

flow pressure is associated with lower (higher) fund performance subsequent to the switch event.  

 

C. Short-Term Performance Measures (Three-month Horizon) 

As mentioned in the methods section, our performance measures are constructed based 

on funds’ compounded monthly return in the subsequent 12 months following the switch event. 

One may argue such construction introduces survivorship bias, as funds may drop out before the 

completion of a one-year horizon.  While we follow Carhart (1997) by including funds that 

disappear during the course of the year until they disappear completely to mitigate such 

survivorship bias, we also take an additional step here to construct short-term (i.e. three-month 

horizon) performance measures. As further tests, we re-run Tables V and VI using short-term 

performance measures and find qualitatively similar results. In particular, a fund's decision to 
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switch from a sole-managed (team-managed) to a team-managed (sole-managed) structure in 

response to higher (lower) asset growth is not associated with superior fund performance.5  

 

D. Magnitude of Switch 

So far, in this study, we consider funds switching from sole-managed (team-managed) to a 

team-managed (sole-managed) structure without considering the magnitude of the changes. One 

may argue that it makes a bigger difference if funds were to switch from one manager to five 

managers in comparison to funds that switch from one manager to two managers. To examine 

this issue, we define changes in management structure to be of small magnitude (i.e. Small Switch) 

if funds were to change from one manager to two managers or vice versa. As for the others, we 

define changes in management structure to be of larger magnitude (i.e. Large Switch). We then re-

run our empirical analysis (i.e. Tables IV, VI, and VII) by utilizing Small Switch and Large Switch as 

our dependent variables for both Sole to Team and Team to Sole events. The overall findings are 

largely consistent with the results reported in the paper. Not surprisingly, we find previous asset 

growth to have a greater (lower) positive effect on fund’s decision to switch from sole-managed 

to team-managed at a larger (smaller) magnitude. Interestingly, we find fund’s decision to switch 

from team-managed to sole-managed at a larger magnitude (i.e. a switch from three or more 

managers to one manager) is not driven by the previous asset growth.  

 

VI. Conclusion 

 This paper examines the role of asset growth on changes in fund management structure 

and how such changes impact on subsequent fund performance and money flows. Taking 

advantage of managers’ employment histories in the MDMF database, we are able to identify funds 

that switch from a sole-managed to a team-managed structure and vice versa from 1992 to 2013. 

                                                 
5 The results are not tabulated here for the sake of brevity but are available upon request.  
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First, we find strong evidence that the changes in fund management structure are largely driven by 

asset growth. In particular, funds with high (low) asset growth are more likely to switch from a 

sole-managed (team-managed) to a team-managed (sole-managed) structure. Second, while funds 

appear to respond to previous asset growth by changing their management structure, we do not 

find supporting evidence that such changes are beneficial to fund performance. Third, we find 

changes in management structure to be associated with negative money flows. This suggests that 

investors are responding negatively to a fund’s decision to switch management structure. The 

overall findings of this paper have significant policy implications for regulators (i.e. the Securities 

Exchange Commission) in terms of how funds should be regulated as they grow larger. The 

findings are also valuable in meeting the needs of retail investors, who are often exploited, so that 

they are able to make informed decisions accordingly in terms of which funds to invest in, given 

the growing importance of mutual funds as an investment vehicle. 

We identify several further research questions to be explored in future research. For 

example, does switching from sole- to team-managed funds result in greater research capabilities 

and hence greater diversification in terms of a larger number of investment ideas and hence higher 

performance persistence? Or would such diversification create a problem in eroding the 

performance of the funds? Would hiring additional managers result in higher fund fees imposed 

on retail investors and therefore lower investment returns? These research questions are equally 

significant in shedding some light on mutual fund behavior in response to asset growth and 

whether such actions are good for investors’ welfare. Moreover, the findings of this paper have 

broader implications beyond the assets management industry, particularly the banking sector, 

which is often regarded as “too large to manage” or “too big to fail”. 
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Figure I 

Trend of Fund Management Structure 

Figure I shows the proportion of U.S. domestic equity funds that are classified as sole-managed and team-managed 

from 1992 to 2013. 
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Figure II 

Switching of Fund Management Structure 

Figure II shows the number of U.S. domestic equity funds that switch their fund management structure from sole-

managed to team-managed (Sole to Team) and from team-managed to sole-managed (Team to Sole) from 1992 to 2013. 
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Table I 
Descriptive Statistics of Mutual Funds 

Table I displays summary statistics for fund-month observations of U.S. domestic equity mutual funds. The table 
reports the average of fund characteristics for our final sample. The variable Fund Size is the AUM of the fund in 
millions of dollars; Fund Age is the age of the fund in years, calculated as the difference between a particular date and 
the date the fund first appeared in the MDMF database; Family Size is the combined AUM of all funds within a 
particular mutual fund family in millions of dollars; Expense Ratio is the percentage of fund assets charged by the fund 
on an annual basis to compensate for operating costs and includes management and 12b-1 fees; Turnover Ratio measures 
the percentage of fund assets that are renewed and is calculated as the minimum of sales and purchases divided by the 
average yearly fund size; Volatility is measured by the standard deviation of a fund’s net returns over the past 12 
months; Fund Flow is the measure of asset inflow and outflow, following Sirri and Tufano (1998); Fund Return is a 
fund’s monthly return net of operating expenses; Style Adjusted Return is fund’s monthly return minus average returns 
of all funds pursuing similar investment objectives; CAPM/Fama-French/Carhart Alpha is the fund’s risk adjusted 
return using CAPM/Fama-French three-factor/Carhart four-factor regression models; Team Size is the number of 
managers managing a fund; Sole to Team (Team to Sole) is a binary indicator equals to one if the fund switches from a 
sole-managed (team-managed) to a team-managed (sole-managed) structure. 

 
Panel A: All Funds  

Variable Mean Std Dev Min Max 

Fund Size ($m) 305.028 358.887 15.000 1,735.661 

Fund Age (years) 10.223 8.551 0.000 85.750 

Family Size ($m) 17,457.740 21,746.070 15.000 108,749.100 

Expense Ratio (%) 1.231 0.429 0.050 2.662 

Turnover Ratio (%) 84.893 78.356 1.000 564.000 

Volatility (%) 0.045 0.019 0.000 0.182 

Fund Flow (%) 0.023 0.150 -0.424 1.117 

Fund Return (%) 0.759 4.899 -13.590 12.177 

Style Adjusted Return (%) 0.002 1.637 -5.202 5.180 

CAPM Alpha (%) -0.020 2.237 -7.281 7.350 

Fama-French Alpha (%) -0.077 1.910 -7.513 7.298 

Carhart Alpha (%) -0.085 1.933 -7.927 7.891 

CAPM Conditional Alpha (%) -0.018 3.267 -13.968 13.181 

Fama-French Conditional Alpha (%) -0.073 2.824 -14.365 12.971 

Carhart Conditional Alpha (%) -0.057 2.880 -14.933 13.780 

Team Size 2.356 1.870 1.000 11.000 

Sole to Team 0.007 0.085 0.000 1.000 

Team to Sole 0.006 0.075 0.000 1.000 
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Panel B: Sole to Team versus Others  

Variable Sole to Team = 1 Sole to Team = 0 Difference   

Fund Size ($m) 300.708 306.972 -6.263   

Fund Age (years) 10.124 10.296 -0.172   

Family Size ($m) 19,199.040 17,490.530 1,708.510 *** 

Expense Ratio (%) 1.253 1.230 0.023 *** 

Turnover Ratio (%) 106.892 84.716 22.176 *** 

Volatility (%) 0.044 0.045 -0.001 *** 

Fund Flow (%) 0.285 0.018 0.267 *** 

Fund Return (%) 0.679 0.752 -0.073   

Style Adjusted Return (%) -0.128 0.001 -0.129 *** 

CAPM Alpha (%) -0.155 -0.022 -0.133 *** 

Fama-French Alpha (%) -0.198 -0.079 -0.119 *** 

Carhart Alpha (%) -0.226 -0.086 -0.140 *** 

CAPM Conditional Alpha (%) -0.072 -0.020 -0.052   

Fama-French Conditional Alpha (%) -0.171 -0.074 -0.097 * 

Carhart Conditional Alpha (%) -0.211 -0.059 -0.152 *** 

 
Panel C: Team to Sole versus Others  

Variable Team to Sole = 1 Team to Sole = 0 Difference   

Fund Size ($m) 292.810 307.008 -14.197 * 

Fund Age (years) 10.306 10.295 0.011   

Family Size ($m) 19,308.880 17,492.550 1,816.330 *** 

Expense Ratio (%) 1.269 1.230 0.039 *** 

Turnover Ratio (%) 111.442 84.721 26.722 *** 

Volatility (%) 0.045 0.045 0.000   

Fund Flow (%) 0.007 0.020 -0.013 *** 

Fund Return (%) 0.788 0.751 0.036   

Style Adjusted Return (%) -0.077 0.001 -0.078 ** 

CAPM Alpha (%) -0.116 -0.022 -0.094 * 

Fama-French Alpha (%) -0.161 -0.079 -0.082 ** 

Carhart Alpha (%) -0.163 -0.087 -0.076 * 

CAPM Conditional Alpha (%) -0.038 -0.020 -0.018   

Fama-French Conditional Alpha (%) -0.117 -0.075 -0.043   

Carhart Conditional Alpha (%) -0.158 -0.059 -0.099   
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Table II 
Correlation Matrix 

Table II displays the correlation between continuous independent variables: Log(Fund Size) is the natural logarithm of the fund’s AUM in millions of dollars; Log(Fund Age) is the 
natural logarithm of the fund’s age in years, where age is calculated as the difference between the data date and the date that the fund first appeared in the MDMF database; Log(Family 
Size) is the natural logarithm of the combined AUM of all funds managed by a fund family in millions of dollars; Expense Ratio is the percentage of fund assets charged by the fund 
on an annual basis to compensate for operating costs and includes management and 12b-1 fees; Turnover Ratio measures the percentage of fund assets that are renewed and is calculated 
as the minimum of sales and purchases divided by the average yearly fund size; Volatility is measured by the standard deviation of a fund’s net returns over the past 12 months; Fund 
Return is a fund’s monthly return net of operating expenses; Fund Flow is the measure of asset inflow and outflow, following Sirri and Tufano (1998); and Team Size is the number of 
managers managing a fund. 
 
 

  Log(Fund Size) Log(Fund Age) Log(Family Size) Expense Ratio Turnover Ratio Volatility Fund Return Fund Flow Team Size 

Log(Fund Size) 1.000                 

Log(Fund Age) 0.297 1.000               

Log(Family Size) 0.439 0.111 1.000             

Expense Ratio -0.066 -0.060 -0.132 1.000           

Turnover Ratio -0.079 -0.097 0.018 0.187 1.000         

Volatility -0.005 0.011 0.009 0.082 0.157 1.000       

Fund Return 0.003 0.002 -0.004 -0.002 -0.013 0.024 1.000     

Fund Flow 0.019 -0.145 0.008 -0.008 0.030 -0.006 -0.009 1.000   

Team Size 0.053 0.044 0.064 -0.066 -0.033 -0.010 -0.003 0.036 1.000 
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Table III 
Determinants of Fund Management Structure 

Table III provides the probit regression results on the determinants of a fund’s decision to switch management 
structure from sole-managed to team-managed and vice versa. The dependent variable is Sole to Team (Team to Sole) 
which is a binary indicator equals to one if fund switch from sole-managed (team-managed) to team-managed (sole-
managed) structure. The independent variables include the following: Log(Fund Size) is the natural logarithm of the 
fund’s AUM in millions of dollars; Log(Fund Age) is the natural logarithm of the fund’s age in years; Log(Family Size) is 
the natural logarithm of the combined AUM of all funds managed by a fund family in millions of dollars; Expense Ratio 
is the percentage of fund assets charged by the fund on an annual basis to compensate for operating costs and includes 
management and 12b-1 fees; Turnover Ratio measures the percentage of fund assets that are renewed and is calculated 
as the minimum of sales and purchases divided by the average yearly fund size; Volatility is measured by the standard 
deviation of a fund’s net returns over the past 12 months; Fund Return is a fund’s monthly return net of operating 

expenses; Category Flow is the aggregate flow into each fund category at time 𝑡; Fund Flow is the measure of asset inflow 
and outflow, following Sirri and Tufano (1998). Year fixed effects are included in each regression and standard errors 
are clustered at the fund level and reported in parentheses. The superscripts *, **, and *** indicate significance at the 
10%, 5%, and 1% levels, respectively. 
 

  Sole to Team Team to Sole 

Variables (1) (2) 

Log(Fund Size) -0.026** 0.011 

  (0.011) (0.014) 

Log(Fund Age) 0.089*** 0.059*** 

  (0.014) (0.017) 

Log(Family Size) -0.010 -0.007 

  (0.007) (0.008) 

Expense Ratio -0.060* -0.037 

  (0.032) (0.039) 

Turnover Ratio -0.015 0.027 

  (0.017) (0.019) 

Volatility -0.452 1.098 

  (1.024) (1.140) 

Fund Return 0.010*** 0.008** 

  (0.003) (0.003) 

Category Flow 0.224** 0.377*** 

  (0.114) (0.117) 

Fund Flow 1.157*** -0.192 

  (0.039) (0.140) 

Intercept -2.502*** -3.497*** 

  (0.240) (0.300) 

Year Fixed Effects Yes Yes 

Observations 320,747 320,747 

Pseudo R2 0.097 0.011 
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Table IV 
Effects of Money Flows on Fund Management Structure 

Table IV provides the probit regression results on the determinants of fund’s decision to switch management structure 
from sole-managed to team-managed and vice versa. The dependent variable is Sole to Team (Team to Sole) which is a 
binary indicator equals to one if fund switch from sole-managed (team-managed) to team-managed (sole-managed) 
structure. The independent variables include the following: Log(Fund Size) is the natural logarithm of the fund’s AUM 
in millions of dollars; Log(Fund Age) is the natural logarithm of the fund’s age in years; Log(Family Size) is the natural 
logarithm of the combined AUM of all funds managed by a fund family in millions of dollars; Expense Ratio is the 
percentage of fund assets charged by the fund on an annual basis to compensate for operating costs and includes 
management and 12b-1 fees; Turnover Ratio measures the percentage of fund assets that are renewed and is calculated 
as the minimum of sales and purchases divided by the average yearly fund size; Volatility is measured by the standard 
deviation of a fund’s net returns over the past 12 months; Fund Return is a fund’s monthly return net of operating 
expenses; Cumulative Fund Flow is the cumulative fund flow from the previous t months period. Year fixed effects are 
included in each regression and standard errors are clustered at the fund level and reported in parentheses. The 
superscripts *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. 
 

 Panel A: Fund Switching from Sole-Managed to Team-Managed Structure 

 Sole to Team 

Variables (1) (2) (3) (4) (5) (6) 

Log(Fund Size) -0.009 -0.014 -0.016 -0.020 -0.016 -0.026* 

  (0.012) (0.012) (0.012) (0.012) (0.014) (0.015) 

Log(Fund Age) 0.090*** 0.079*** 0.056*** 0.043** 0.036 0.044* 

  (0.015) (0.016) (0.017) (0.018) (0.022) (0.026) 

Log(Family Size) -0.014** -0.015** -0.014* -0.014* -0.011 -0.009 

  (0.007) (0.007) (0.007) (0.007) (0.008) (0.009) 

Expense Ratio -0.072** -0.080** -0.082** -0.081** -0.087** -0.060 

  (0.033) (0.033) (0.034) (0.034) (0.037) (0.040) 

Turnover Ratio 0.004 0.009 0.013 0.015 0.018 0.018 

  (0.017) (0.017) (0.017) (0.017) (0.020) (0.021) 

Volatility 0.536 0.426 0.226 0.332 0.413 0.892 

  (0.977) (0.989) (0.996) (0.993) (1.113) (1.175) 

Fund Return 0.006** 0.006** 0.006** 0.006** 0.005 0.003 

  (0.003) (0.003) (0.003) (0.003) (0.003) (0.003) 

Category Flow 0.333*** 0.351*** 0.377*** 0.391*** 0.355*** 0.399*** 

  (0.112) (0.111) (0.111) (0.112) (0.118) (0.126) 

Cumulative Flow 3 0.508***           

  (0.027)           

Cumulative Flow 6   0.332***         

    (0.022)         

Cumulative Flow 9     0.240***       

      (0.020)       

Cumulative Flow 12       0.198***     

        (0.018)     

Cumulative Flow 24         0.068***   

          (0.015)   

Cumulative Flow 36           0.051*** 

            (0.014) 

Intercept -2.922*** -2.870*** -2.596*** -2.305*** -2.435*** -2.346*** 

  (0.283) (0.341) (0.355) (0.234) (0.264) (0.291) 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 308,866 297,516 286,616 276,031 236,466 201,748 

Pseudo R2 0.043 0.030 0.024 0.022 0.012 0.013 
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Panel B: Fund Switching from Team-Managed to Sole-Managed Structure 

  Team to Sole 

Variables (1) (2) (3) (4) (5) (6) 

Log(Fund Size) 0.023 0.022 0.019 0.015 0.016 0.033* 

  (0.014) (0.014) (0.015) (0.015) (0.017) (0.020) 

Log(Fund Age) 0.042** 0.031 0.016 0.005 0.013 0.011 

  (0.019) (0.020) (0.021) (0.022) (0.027) (0.032) 

Log(Family Size) -0.007 -0.007 -0.006 -0.007 -0.012 -0.024** 

  (0.008) (0.009) (0.009) (0.009) (0.010) (0.010) 

Expense Ratio -0.051 -0.050 -0.050 -0.057 -0.050 -0.035 

  (0.039) (0.040) (0.040) (0.041) (0.044) (0.051) 

Turnover Ratio 0.031 0.034* 0.025 0.025 0.027 0.024 

  (0.019) (0.019) (0.020) (0.020) (0.022) (0.025) 

Volatility 0.950 0.923 1.033 0.803 1.181 1.636 

  (1.179) (1.211) (1.232) (1.257) (1.349) (1.547) 

Fund Return 0.007** 0.007** 0.007** 0.007** 0.009** 0.011*** 

  (0.003) (0.003) (0.003) (0.003) (0.004) (0.004) 

Category Flow 0.327*** 0.339*** 0.359*** 0.372*** 0.328** 0.291** 

  (0.120) (0.120) (0.120) (0.121) (0.128) (0.144) 

Cumulative Flow 3 -0.196***           

  (0.069)           

Cumulative Flow 6   -0.130***         

    (0.045)         

Cumulative Flow 9     -0.121***       

      (0.037)       

Cumulative Flow 12       -0.096***     

        (0.032)     

Cumulative Flow 24         -0.038*   

          (0.022)   

Cumulative Flow 36           -0.046** 

            (0.020) 

Intercept -6.340*** -6.359*** -6.228*** -3.497*** -3.431*** -3.528*** 

  (0.242) (0.246) (0.248) (0.274) (0.303) (0.339) 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 308,866 297,516 286,616 276,031 236,466 201,748 

Pseudo R2 0.013 0.012 0.012 0.011 0.010 0.015 
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Table V 
Effects of Switch of Fund Performance 

Table V provides the OLS regression results on the effects of switch in management structure on fund performance. The dependent variable is the compounded monthly performance 
measures from t+1 to t+12 horizon. The independent variables include the following: Sole to Team (Team to Sole) which is a binary indicator equals to one if fund switch from sole-
managed (team-managed) to team-managed (sole-managed) structure; Log(Fund Size) is the natural logarithm of the fund’s AUM in millions of dollars; Log(Fund Age) is the natural 
logarithm of the fund’s age in years; Log(Family Size) is the natural logarithm of the combined AUM of all funds managed by a fund family in millions of dollars; Expense Ratio is the 
percentage of fund assets charged by the fund on an annual basis to compensate for operating costs and includes management and 12b-1 fees; Turnover Ratio measures the percentage 
of fund assets that are renewed and is calculated as the minimum of sales and purchases divided by the average yearly fund size; Volatility is measured by the standard deviation of a 
fund’s net returns over the past 12 months; Fund Flow is the measure of asset inflow and outflow, following Sirri and Tufano (1998); and Team Size is the number of managers managing 
a fund. Year and fund fixed effects are included in each regression and standard errors are clustered at the fund level and reported in parentheses. The superscripts *, **, and *** 
indicate significance at the 10%, 5%, and 1% levels, respectively. 
 

Panel A: Switching from Sole-Managed to Team-Managed Structure 

Performance Measures     Unconditional Conditional 

  Fund Return Style-Adjusted Return CAPM Alpha Fama-French Alpha Carhart Alpha CAPM Alpha Fama-French Alpha Carhart Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Sole to Team -0.385 -0.591*** -0.028 0.168 0.203 -0.177 0.028 -0.037 

  (0.590) (0.194) (0.352) (0.270) (0.259) (0.405) (0.348) (0.337) 

Log(Fund Size) -1.645*** 0.624*** -1.079*** -0.793*** -0.834*** -1.114*** -0.808*** -0.853*** 

  (0.125) (0.038) (0.084) (0.064) (0.066) (0.098) (0.080) (0.080) 

Log(Fund Age) 0.101 0.137** -0.111 -0.646*** -0.551*** -0.204 -0.473** -0.225 

  (0.196) (0.066) (0.151) (0.131) (0.127) (0.211) (0.213) (0.200) 

Log(Family Size) -2.205*** 0.261*** -0.439*** -0.320** -0.425*** -0.477** -0.289* -0.334** 

  (0.242) (0.073) (0.167) (0.132) (0.133) (0.201) (0.163) (0.159) 

Expense Ratio -0.040 -0.055 0.205 0.155 0.526** 0.762** 0.005 0.500 

  (0.408) (0.134) (0.310) (0.259) (0.246) (0.364) (0.315) (0.309) 

Turnover Ratio 0.530*** -0.177*** 0.765*** 0.706*** 0.613*** 0.719*** 0.515*** 0.543*** 

  (0.171) (0.056) (0.128) (0.120) (0.121) (0.151) (0.153) (0.158) 

Volatility -5.845 14.833*** -44.013*** -26.127*** -32.363*** -25.492*** -16.590*** -33.627*** 

  (6.093) (2.206) (4.321) (3.735) (3.785) (5.607) (4.990) (4.941) 

Fund Return -0.515*** -0.125*** 0.065*** 0.067*** 0.034*** -0.086*** -0.038*** -0.042*** 

  (0.006) (0.008) (0.011) (0.011) (0.011) (0.008) (0.010) (0.009) 
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Fund Flow -1.513*** 0.160** -0.750*** 0.104 -0.002 -0.634*** 0.073 0.177 

  (0.251) (0.072) (0.149) (0.123) (0.116) (0.191) (0.167) (0.162) 

Team Size 0.568*** 0.032* 0.012 0.075** 0.075** -0.078 0.001 0.016 

  (0.062) (0.019) (0.043) (0.037) (0.033) (0.055) (0.049) (0.046) 

Intercept 91.003*** -117.882*** 31.721*** 23.545*** 25.042*** 31.933*** 23.084*** 23.619*** 

  (5.115) (1.507) (3.416) (2.681) (2.732) (4.074) (3.278) (3.254) 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 317,607 293,352 302,549 302,549 302,549 302,549 302,549 302,549 

Adjusted R2 0.449 0.077 0.182 0.144 0.159 0.152 0.129 0.152 

 
Panel B: Switching from Team-Managed to Sole-Managed Structure 

Performance Measures     Unconditional Conditional 

  Fund Return Style-Adjusted Return CAPM Alpha Fama-French Alpha Carhart Alpha CAPM Alpha Fama-French Alpha Carhart Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Team to Sole 1.989** -0.272 0.549 -0.026 0.469 0.633 0.331 0.883** 

  (0.827) (0.241) (0.423) (0.369) (0.344) (0.503) (0.491) (0.430) 

Log(Fund Size) -1.645*** 0.624*** -1.079*** -0.793*** -0.834*** -1.114*** -0.808*** -0.853*** 

  (0.125) (0.038) (0.084) (0.064) (0.066) (0.098) (0.080) (0.080) 

Log(Fund Age) 0.099 0.136** -0.111 -0.646*** -0.551*** -0.204 -0.473** -0.226 

  (0.196) (0.066) (0.151) (0.131) (0.127) (0.211) (0.213) (0.200) 

Log(Family Size) -2.206*** 0.261*** -0.439*** -0.320** -0.425*** -0.477** -0.289* -0.334** 

  (0.242) (0.073) (0.167) (0.132) (0.133) (0.201) (0.163) (0.159) 

Expense Ratio -0.041 -0.055 0.204 0.156 0.526** 0.762** 0.005 0.499 

  (0.408) (0.134) (0.310) (0.259) (0.246) (0.364) (0.315) (0.309) 

Turnover Ratio 0.530*** -0.177*** 0.765*** 0.706*** 0.613*** 0.719*** 0.515*** 0.543*** 

  (0.171) (0.056) (0.128) (0.120) (0.121) (0.151) (0.153) (0.158) 

Volatility -5.829 14.832*** -44.009*** -26.128*** -32.360*** -25.486*** -16.588*** -33.621*** 

  (6.093) (2.206) (4.321) (3.735) (3.784) (5.607) (4.990) (4.941) 
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Fund Return -0.515*** -0.125*** 0.065*** 0.067*** 0.034*** -0.086*** -0.038*** -0.042*** 

  (0.006) (0.008) (0.011) (0.011) (0.011) (0.008) (0.010) (0.009) 

Fund Flow -1.523*** 0.142** -0.751*** 0.109 0.004 -0.639*** 0.074 0.176 

  (0.249) (0.072) (0.148) (0.122) (0.115) (0.190) (0.166) (0.161) 

Team Size 0.570*** 0.032* 0.012 0.075** 0.075** -0.077 0.001 0.017 

  (0.062) (0.019) (0.043) (0.037) (0.033) (0.055) (0.049) (0.046) 

Intercept 91.004*** -117.880*** 31.721*** 23.544*** 25.041*** 31.934*** 23.084*** 23.619*** 

  (5.116) (1.507) (3.416) (2.681) (2.732) (4.074) (3.278) (3.254) 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 317,607 293,352 302,549 302,549 302,549 302,549 302,549 302,549 

Adjusted R2 0.449 0.077 0.182 0.144 0.159 0.152 0.129 0.152 
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Table VI 
Effects of Switch of Fund Performance (High versus Low Flow Pressure) 

Table VI provides the OLS regression results on the effects of switch in management structure on fund performance. The dependent variable is the compounded monthly performance 
measures from t+1 to t+12 horizon. The independent variables include the following: Sole to Team (Team to Sole) which is a binary indicator equals to one if fund switch from a sole-
managed (team-managed) to a team-managed (sole-managed) structure; High Flow (Low Flow) is a binary indicator equals to one if the cumulative fund flows in the previous 12 months 
are ranked at the top (bottom) quintile; Log(Fund Size) is the natural logarithm of the fund’s AUM in millions of dollars; Log(Fund Age) is the natural logarithm of the fund’s age in 
years; Log(Family Size) is the natural logarithm of the combined AUM of all funds managed by a fund family in millions of dollars; Expense Ratio is the percentage of fund assets charged 
by the fund on an annual basis to compensate for operating costs and includes management and 12b-1 fees; Turnover Ratio measures the percentage of fund assets that are renewed 
and is calculated as the minimum of sales and purchases divided by the average yearly fund size; Volatility is measured by the standard deviation of a fund’s net returns over the past 
12 months; Fund Flow is the measure of asset inflow and outflow, following Sirri and Tufano (1998); and Team Size is the number of managers managing a fund. Year and fund fixed 
effects are included in each regression and standard errors are clustered at the fund level and reported in parentheses. The superscripts *, **, and *** indicate significance at the 10%, 
5%, and 1% levels, respectively. 

 
Panel A: Switching from Sole-Managed to Team-Managed Structure 

Performance Measures     Unconditional Conditional 

  
Fund 

Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Sole to Team 0.082 -0.529** 0.157 0.413 0.455 -0.046 0.296 0.349 

  (0.708) (0.240) (0.422) (0.333) (0.320) (0.482) (0.414) (0.403) 

Sole to Team * High Flow -1.413 -0.181 -0.558 -0.740 -0.761 -0.395 -0.811 -1.166* 

  (1.262) (0.406) (0.746) (0.553) (0.520) (0.871) (0.741) (0.708) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 317,607 293,352 302,549 302,549 302,549 302,549 302,549 302,549 

Adjusted R2 0.449 0.077 0.182 0.144 0.159 0.152 0.129 0.152 
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Panel B: Switching from Team-Managed to Sole-Managed Structure 

Performance Measures     Unconditional Conditional 

  
Fund 

Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Team to Sole 1.559* 0.010 0.139 -0.193 0.202 0.287 0.216 0.593 

  (0.938) (0.257) (0.464) (0.426) (0.388) (0.574) (0.577) (0.491) 

Team to Sole * Low Flow 2.229 -1.433** 2.121* 0.863 1.385* 1.794 0.598 1.507 

  (1.893) (0.697) (1.096) (0.807) (0.815) (1.143) (1.009) (0.980) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 317,607 293,352 302,549 302,549 302,549 302,549 302,549 302,549 

Adjusted R2 0.449 0.077 0.182 0.144 0.159 0.152 0.129 0.152 
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Table VII 
Effects of Switch of Money Flows 

Table VII provides the OLS regression results on the effects of switch in management structure on money flows. The 
dependent variable is Fund Flow, which measures the percentage growth of a fund that is due to new investments over 
the t + k1 to t + k2 period. The independent variables include the following: Sole to Team (Team to Sole) which is a 
binary indicator equals to one if fund switch from sole-managed (team-managed) to team-managed (sole-managed) 
structure; Log(Fund Size) is the natural logarithm of the fund’s AUM in millions of dollars; Log(Fund Age) is the natural 
logarithm of the fund’s age in years; Expense Ratio is the percentage of fund assets charged by the fund on an annual 
basis to compensate for operating costs and includes management and 12b-1 fees; Distribution Fee is the cost paid by 

the fund for marketing and distribution and is presented as a percentage of fund assets; 𝐿𝑜𝑤𝑖,𝑡 represents the 

performance rank in the lowest quintile and is measured as 𝑚𝑖𝑛(𝑅𝑎𝑛𝑘𝑡 , 0.2); 𝑀𝑖𝑑𝑖,𝑡 represents the performance rank 

in quintiles two to four and is measured as 𝑚𝑖𝑛(𝑅𝑎𝑛𝑘𝑡 − 𝐿𝑜𝑤𝑡 , 0.6); 𝐻𝑖𝑔ℎ𝑖,𝑡 represents the performance rank in 

the highest quintile and is measured as 𝑚𝑖𝑛(𝑅𝑎𝑛𝑘𝑡 − 𝑀𝑖𝑑𝑡 − 𝐿𝑜𝑤𝑡 , 0.2); Category Flow is the aggregate flow into 

each fund category at time 𝑡; Volatility is measured by the standard deviation of a fund’s net returns over the past 12 
months; and Fund Return is a fund’s monthly return net of operating expenses. Year and fund fixed effects are included 
in each regression and standard errors are clustered at the fund level and reported in parentheses. The superscripts *, 
**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively. 
 

Panel A: Switching from Sole-Managed to Team-Managed Structure 

Fund Flow (t+k1 to t+k2) 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Sole to Team -0.025*** -0.034*** -0.062*** -0.083*** 

  (0.008) (0.013) (0.016) (0.018) 

Log(Fund Size) -0.046*** -0.086*** -0.127*** -0.170*** 

  (0.002) (0.004) (0.006) (0.007) 

Log(Fund Age) -0.062*** -0.103*** -0.129*** -0.148*** 

  (0.004) (0.008) (0.011) (0.014) 

Expense Ratio -0.047*** -0.075*** -0.098*** -0.119*** 

  (0.010) (0.019) (0.027) (0.034) 

Distribution Fee 0.065*** 0.084*** 0.083** 0.078* 

  (0.013) (0.025) (0.035) (0.044) 

Low 0.058*** 0.097*** 0.125*** 0.121*** 

  (0.013) (0.020) (0.027) (0.032) 

Medium 0.001 0.010** 0.021*** 0.034*** 

  (0.003) (0.004) (0.005) (0.006) 

High 0.114*** 0.167*** 0.220*** 0.243*** 

  (0.013) (0.019) (0.025) (0.029) 

Category Flow 0.034*** 0.053*** 0.068*** 0.091*** 

  (0.005) (0.008) (0.011) (0.013) 

Volatility -0.191** -0.237 -0.305 -0.177 

  (0.097) (0.181) (0.256) (0.319) 

Log(Fund Age)*Fund Return 0.000*** 0.001*** 0.001*** 0.001*** 

  (0.000) (0.000) (0.000) (0.000) 

Intercept 1.085*** 1.994*** 2.888*** 3.761*** 

  (0.047) (0.086) (0.122) (0.158) 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 249,891 241,632 233,419 225,214 

Adjusted R2 0.097 0.163 0.213 0.255 
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Panel B: Switching from Team-Managed to Sole-Managed Structure 

Fund Flow (t+k1 to t+k2) 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Team to Sole -0.024** -0.053*** -0.074*** -0.090*** 

  (0.010) (0.012) (0.017) (0.021) 

Log(Fund Size) -0.046*** -0.086*** -0.127*** -0.170*** 

  (0.002) (0.004) (0.006) (0.007) 

Log(Fund Age) -0.062*** -0.103*** -0.129*** -0.148*** 

  (0.004) (0.008) (0.011) (0.014) 

Expense Ratio -0.047*** -0.075*** -0.098*** -0.119*** 

  (0.010) (0.019) (0.027) (0.034) 

Distribution Fee 0.065*** 0.084*** 0.083** 0.078* 

  (0.013) (0.025) (0.035) (0.044) 

Low 0.058*** 0.097*** 0.125*** 0.122*** 

  (0.013) (0.020) (0.027) (0.032) 

Medium 0.001 0.010** 0.021*** 0.034*** 

  (0.003) (0.004) (0.005) (0.006) 

High 0.114*** 0.167*** 0.220*** 0.243*** 

  (0.013) (0.019) (0.025) (0.029) 

Category Flow 0.034*** 0.053*** 0.067*** 0.091*** 

  (0.005) (0.008) (0.011) (0.013) 

Volatility -0.191** -0.236 -0.304 -0.175 

  (0.097) (0.181) (0.256) (0.319) 

Log(Fund Age)*Fund Return 0.000*** 0.001*** 0.001*** 0.001*** 

  (0.000) (0.000) (0.000) (0.000) 

Intercept 1.085*** 1.994*** 2.888*** 3.761*** 

  (0.047) (0.086) (0.122) (0.158) 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 249,891 241,632 233,419 225,214 

Adjusted R2 0.097 0.163 0.213 0.255 
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Table VIII 
Robustness Tests (Bullish Time Periods) 

Table VIII provides the probit regression results on the determinants of changes in management structure (Panels A 
and B) and OLS regression results on the effects of switch in management structure on fund performance (Panels C 
and D) and money flows (Panels E and F). The dependent and independent variables are as described in Tables IV, 
VI, and VII. Year and fund fixed effects are included in each regression and standard errors are clustered at the fund 
level and reported in parentheses. The superscripts *, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively. 
 

Panel A: Table IV Sole to Team 

Variables (1) (2) (3) (4) (5) (6) 

Cumulative Flow 3 0.549***           

  (0.032)           

Cumulative Flow 6   0.358***         

    (0.026)         

Cumulative Flow 9     0.252***       

      (0.024)       

Cumulative Flow 12       0.204***     

        (0.022)     

Cumulative Flow 24         0.067***   

          (0.018)   

Cumulative Flow 36           0.048*** 

            (0.016) 

Control Variables Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 233,705 225,007 216,683 208,832 179,506 156,245 

Pseudo R2 0.051 0.037 0.029 0.027 0.016 0.017 
 

Panel B: Table IV  Team to Sole 

Variables (1) (2) (3) (4) (5) (6) 

Cumulative Flow 3 -0.287***           

  (0.094)           

Cumulative Flow 6   -0.162***         

    (0.060)         

Cumulative Flow 9     -0.139***       

      (0.048)       

Cumulative Flow 12       -0.095**     

        (0.039)     

Cumulative Flow 24         -0.040   

          (0.027)   

Cumulative Flow 36           -0.034 

            (0.023) 

Control Variables Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 233,705 225,007 216,683 208,832 179,506 156,245 

Pseudo R2 0.018 0.016 0.016 0.015 0.013 0.017 
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Panel C: Table VI     Unconditional Conditional 

  Fund Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Sole to Team -0.340 -0.290 -0.334 0.355 0.333 -0.087 0.628 0.606 

  (0.693) (0.234) (0.453) (0.378) (0.350) (0.531) (0.446) (0.432) 

Sole to Team * High Flow -1.042 0.062 -1.057 -1.041* -0.858 -1.446 -1.590** -1.346* 

  (1.264) (0.407) (0.789) (0.622) (0.584) (0.899) (0.734) (0.726) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 244,360 224,245 229,461 229,461 229,461 229,461 229,461 229,461 

Adjusted R2 0.429 0.102 0.183 0.190 0.188 0.160 0.181 0.181 

 

Panel D: Table VI     Unconditional Conditional 

  Fund Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-
French 
Alpha Carhart Alpha CAPM Alpha 

Fama-
French 
Alpha Carhart Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Team to Sole 3.607*** 0.135 0.066 0.040 0.412 -0.204 0.114 0.092 

  (0.961) (0.260) (0.511) (0.471) (0.441) (0.567) (0.582) (0.540) 

Team to Sole * Low Flow -2.252 -0.714 0.434 -0.353 0.044 0.852 -0.702 0.316 

  (1.743) (0.620) (0.964) (0.877) (0.841) (1.139) (1.107) (1.035) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 244,360 224,245 229,461 229,461 229,461 229,461 229,461 229,461 

Adjusted R2 0.429 0.102 0.183 0.190 0.188 0.160 0.181 0.181 
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Panel E: Table VII 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Sole to Team -0.017* -0.032** -0.059*** -0.090*** 

  (0.010) (0.015) (0.018) (0.020) 

Control Variables Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 202,433 195,512 188,607 181,480 

Adjusted R2 0.109 0.183 0.234 0.275 
 

Panel F: Table VII 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Team to Sole -0.017 -0.045*** -0.082*** -0.093*** 

  (0.012) (0.015) (0.017) (0.022) 

Control Variables Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 202,433 195,512 188,607 181,480 

Adjusted R2 0.109 0.183 0.234 0.275 
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Table IX 
Robustness Tests (Bearish Time Periods) 

Table IX provides the probit regression results on the determinants of changes in management structure (Panels A 
and B) and OLS regression results on the effects of switch in management structure on fund performance (Panels C 
and D) and money flows (Panels E and F). The dependent and independent variables are as described in Tables IV, 
VI, and VII. Year and fund fixed effects are included in each regression and standard errors are clustered at the fund 
level and reported in parentheses. The superscripts *, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively. 
 

Panel A: Table IV Sole to Team 

Variables (1) (2) (3) (4) (5) (6) 

Cumulative Flow 3 0.421***           

  (0.047)           

Cumulative Flow 6   0.284***         

    (0.039)         

Cumulative Flow 9     0.225***       

      (0.037)       

Cumulative Flow 12       0.198***     

        (0.033)     

Cumulative Flow 24         0.086***   

          (0.029)   

Cumulative Flow 36           0.071*** 

            (0.027) 

Control Variables Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 75,161 72,509 69,933 67,199 56,960 45,503 

Pseudo R2 0.032 0.024 0.021 0.021 0.012 0.013 
 

Panel B: Table IV  Team to Sole 

Variables (1) (2) (3) (4) (5) (6) 

Cumulative Flow 3 -0.050           

  (0.093)           

Cumulative Flow 6   -0.063         

    (0.065)         

Cumulative Flow 9     -0.079       

      (0.055)       

Cumulative Flow 12       -0.087     

        (0.057)     

Cumulative Flow 24         -0.027   

          (0.037)   

Cumulative Flow 36           -0.069* 

            (0.036) 

Control Variables Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes 

Observations 75,161 72,509 69,933 67,199 56,960 45,503 

Pseudo R2 0.008 0.008 0.008 0.009 0.009 0.018 
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Panel C: Table VI     Unconditional Conditional 

  Fund Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-
French 
Alpha Carhart Alpha CAPM Alpha 

Fama-
French 
Alpha Carhart Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Sole to Team 2.295 -0.706 1.909** 0.119 0.567 0.826 -0.529 0.201 

  (1.699) (0.539) (0.812) (0.626) (0.697) (0.914) (0.801) (0.931) 

Sole to Team * High Flow -3.733 -0.519 0.418 0.913 0.041 1.648 1.137 -1.005 

  (3.152) (1.016) (1.554) (1.287) (1.399) (1.725) (1.678) (1.761) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 73,247 69,107 73,088 73,088 73,088 73,088 73,088 73,088 

Adjusted R2 0.320 0.288 0.395 0.316 0.319 0.363 0.339 0.341 

 

Panel D: Table VI     Unconditional Conditional 

  Fund Return 
Style-Adjusted 

Return 
CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

CAPM 
Alpha 

Fama-French 
Alpha 

Carhart 
Alpha 

Variables (1) (2) (3) (4) (5) (6) (7) (8) 

Team to Sole -4.333** -0.109 -0.097 -0.328 0.216 0.563 0.193 1.058 

  (2.165) (0.499) (0.880) (0.796) (0.705) (1.325) (1.288) (1.023) 

Team to Sole * Low Flow 10.769** -2.295 5.474** 2.559 2.756 3.694 3.661* 4.893*** 

  (5.210) (1.849) (2.716) (1.669) (1.862) (3.307) (1.909) (1.841) 

Control Variables Yes Yes Yes Yes Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 73,247 69,107 73,088 73,088 73,088 73,088 73,088 73,088 

Adjusted R2 0.320 0.288 0.395 0.316 0.319 0.363 0.339 0.341 
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Panel E: Table VII 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Sole to Team -0.074*** -0.067*** -0.099*** -0.089*** 

  (0.017) (0.025) (0.032) (0.034) 

Control Variables Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 47,458 46,120 44,812 43,734 

Adjusted R2 0.190 0.334 0.431 0.493 
 

Panel F: Table VII 3 months 6 months 9 months 12 months 

Variables (1) (2) (3) (4) 

Team to Sole -0.028 -0.047** -0.008 -0.033 

  (0.019) (0.023) (0.037) (0.045) 

Control Variables Yes Yes Yes Yes 

Year Fixed Effects Yes Yes Yes Yes 

Fund Fixed Effects Yes Yes Yes Yes 

Observations 47,458 46,120 44,812 43,734 

Adjusted R2 0.190 0.334 0.431 0.493 
 


