
(https://www.ssrn.com/)
(https://papers.ssrn.com/sol3/ShoppingCart

Product
&
Services

Subscribe
Submit
a
paper

Browse Rankings Blog ↗ Contact




 Add Paper to My Library

Download This Paper (Delivery.cfm/SSRN_ID3604891_code1132943.pdf?abstractid=3244467&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID3604891_code1132943.pdf?abstractid=3244467&mirid=1&type=2)



Share:       

The Shift From Active to Passive Investing: Potential Risks to Financial
Stability?
Financial Analysts Journal 76(4): 23–29, 2020

33 Pages
Posted: 16 Sep 2019
Last revised: 6 May 2021

Kenechukwu Anadu (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2762800)
Federal Reserve Banks - Federal Reserve Bank of Boston

Mathias S. Kruttli (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2081764)
Kelley Business School - Indiana University; University of Oxford - Oxford-Man Institute of Quantitative Finance

Patrick E. McCabe (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=27563)
Board of Governors of the Federal Reserve System

Emilio Osambela (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1132943)
Board of Governors of the Federal Reserve System

There are 3 versions of this paper

Date Written: May 15, 2020

Abstract
The past couple of decades have seen a significant shift from active to passive investment strategies. We examine how this shift affects financial stability through its impacts on:
(i) funds’ liquidity and redemption risks, (ii) asset-market volatility, (iii) asset-management industry concentration, and (iv) comovement of asset returns and liquidity. Overall, the
shift appears to be increasing some risks and reducing others. Some passive strategies amplify market volatility, and the shift has increased industry concentration, but it has
diminished some liquidity and redemption risks. Finally, evidence is mixed on the links between indexing and comovement of asset returns and liquidity.
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