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Figure 3.4. Nonleveraged Open-End Funde and Systemic Risk

Information gap between 
managers and investors
• Benchmark-based evaluation
 –Excessive risk taking
 –Herding
• Brand name effects 

(spillovers of redemtion 
within fund family)

First-mover advantage
• Liquidity mismatch
• Managers sell liquid asset 

first
• Some fund share pricing 

rules imposes cost of 
liquidity risk unfairly to 
second movers


