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The Influence of Fund Performance on Investors’ Purchase
and Redemption Behavior .

Evidence with Considering Stock Market Cycle

XTAO Jihui
(Management School, Jinan University, Guangzhou 510632, China)

Abstract: Net cash flow of funds is the trade-off of cash inflow and cash outflow. And the net cash flow is the result of pur-
chase and redemption decisions made by investors. In order to systematically examine the reaction of investors in face of fund
performance , this paper distinguishes the behaviors of investors into purchase and redemption,and has a further examination on
the sensitivity of investors’ reaction to fund performance in bull or bear market by using samples of open-end funds in China be-
tween the years of 2005 to 2014. The result shows; (1) both the purchase and redemption of a fund is positively related to fund
performance ; (2) the net flow of a fund has a positive correlation with the performance of the fund, indicating that the “Re-
demption Puzzle” found in existing paper does not exist; (3)investors behavior differently in different stages of the stock mar-
ket cycle. In the bull market,investors tend to be* return chasing” ,while in the bear market,they tend to be“return ignoring”.
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