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Tunneling between Funds and Discount of Closed Fund
CAl Xiang',ZHOU Hai-feng? LI Ya-chong®

(1.Sun Yat-sen University,Business School,Guangzhou, 510275; 2,ChongQing University, College of
Economics & Business Administration, Chongqing,410004;3.Bank of Chongging,400010)

Abstract: In the stock market, the phenomenon of discount trading of closed-end fund is still
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a puzzle that the researchers can’ t interpret totally through all kind of theories. Based on
the analyze to the institutional background of closed-end fund in our country, this paper tried
to explain the discount of closed-end fund in Chinese capital market from the cross—fund
subsidization perspective, which means that the fund managers have incentive to transfer some
benefits from closed-end fund to opened-end fund for the personal and fund firm’> s benefit. The
differences among the extent of cross—fund subsidization in the closed—-ends fund will cause the
cross—sectional variation of discount In the following empirical test, the prediction is proved
and we find that the more the subsidization, the higher the discounted rate; compared with the
small-size closed-end fund, the subsidizing behavior carried out by manager in the closed-end
fund with a larger negative impacts on the discount rate

Key words: closed-end fund, discount, Subsidization
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