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Abstract

This study tests persistence of mutual fund returns, turnover rates, and expense ratios

over the 20-year period from 1971 to 1990. Multivariate models also are developed to

examine synergies among persistence of returns, expense ratios and turnover rates.

Potential long-run economies of scale are analysed by determining whether or not there

is a significant relationship between asset size and these other operating

characteristics. Tests are developed to contrast the decade of the 1970s with the

decade of the 1980s and to examine persistence between consecutive years. The

results indicate that there was no long-term persistence of returns, expenses, or

turnover rates for 151 equity mutual funds that operated over the full two decades

from 1971 to 1990. Tests of short-term performance persistence show strong

persistence of good performance for periods of one, two and three years. For a four-



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/11/4
https://www.tandfonline.com/toc/rafe20/11/4
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Droms%2C+William+G
https://www.tandfonline.com/author/Walker%2C+David+A
https://doi.org/10.1080/096031001300314018
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F096031001300314018&pubId=42452587&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/ref/10.1080/096031001300314018?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/096031001300314018?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/096031001300314018?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/096031001300314018?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/096031001300314018
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F096031001300314018&title=Persistence%20of%20mutual%20fund%20operating%20characteristics%3A%20returns%2C%20turnover%20rates%2C%20and%20expense%20ratios%3A%20Applied%20Financial%20Economics%3A%20Vol%2011%2C%20No%204
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Efficiency With Costly Information: A Study of Mutual Fund Performance, 1965-1984

Source: The Quarterly Journal of Economics

Returns from Investing in Equity Mutual Funds 1971 to 1991

Source: The Journal of Finance

Mutual fund investment performance

Source: The Quarterly Review of Economics and Finance

Hot Hands in Mutual Funds: Short‐Run Persistence of Relative Performance, 1974–1988

Source: The Journal of Finance

TESTING FOR AUTOCORRELATION IN DYNAMIC LINEAR MODELS*

Source: Australian Economic Papers

The Performance of Mutual Funds in the Period 1945-1964

Source: The Journal of Finance

Determinants of variation in mutual fund returns

Source: Applied Financial Economics

Investment Performance of International Mutual Funds

year time period, there is no significant persistence of returns. The tests for

consecutive years in contrast to tests between decades show that there is short-term,

but not long-term persistence for returns.
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