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Abstract

Purpose - We investigate how to increase consumer incentives to buy public offering funds, resulting in activating the public
offering fund market. In particular, this study aims to find ways to expand diversity and to improve efficiency of public
offering fund. The public fund market of Korea has been stagnant in recent years. However, the public offering fund market
plays a very significant role in terms of consumer welfare. Since only a few wealthy investors can participate in the private
equity market, the stagnation in the public offering fund market usually reduces the opportunity of consumer’s buying funds
thus ultimately affecting their future wealth.

Research design, data, and methodology - To attain our purpose, the 'factor-based portfolio strategy’ has been considered. It
is an alternative portfolio strategy, which composites the advantages of the passive management and active management.
For our empirical anaylsis, we used global stock distribution market data over the period of 1991 and 2016. Then we
constructed portfolios based on firm-size, firm-value, and momentum. Finally, a regression model was set, then hypotheses
were tested, analyzing the performances.

Results - First, among the 15 factor-based portfolios of global, Europe, Asia-Pacific(ex Japan), US and Japan, in eight
portfolios, positive excess returns are observed at 5% significance level. Further, there is another portfolio with positive
excess return at 10% significance level. Second, most of the portfolios with significant excess performance show positive
relationship with the market portfolio. However, the firm-value based portfolio in Asia-Pacific region shows no relationship,
and the firm-value based portfolio in US shows negative relationship. Third, we confirmed that the two firm-value factor
portfolios in Asia-Pacific region and US, not having positive relationship with market portfolio, provide significant excess
returns.

Conclusions - In this paper, we provide empirical evidences supporting that the factor-based portfolios expand the diversity of
funds and improve the efficiency of investment performance. However, there is no guarantee that the efficiency will continue
in the future. In addition, various constraints and costs must be considered. Nevertheless, our novel findings in the advanced
financial market such as US and Asia-Pacific are very interesting and offers important implications.
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