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EXECUTIVE SUMMARY 

We examine data access and availability in the Australian funds management industry. The 

goal is to isolate what data deficiencies exist and how they may be rectified in order to lead to 

better outcomes for Australian stakeholders.  

We begin by providing a brief overview of current Australian funds management data sources. 

Next, we isolate Australian data deficiencies by considering which important global funds 

management research cannot be replicated in the Australian context due to Australian data 

gaps. 

A starting point for stakeholders to correct data deficiencies associated with the Australian 

funds management industry is a comparison with global best practice, particularly 

corresponding regulation, information systems and government agency responsibilities in the 

United States (US).  

We highlight the potential benefits of filling these data gaps with reference to the impact of the 

completed global funds management research. Although much of the top academic research 

is concentrated on the US, our findings are valid for the Australian funds management 

industry. Finally, we consider how any missing Australian data may be collected, how it may 

be accessed, and what policies can be initiated to encourage data collection and facilitate 

wide dissemination for all Australian stakeholders. 

We have three main recommendations: 

1. Monthly portfolio holding data should be electronically collected from all Australian 

managed funds and published with a 90-day delay (similar to information gathered in 

the US using Form N-CSR). 

2. Information regarding managerial compensation and characteristics such as age and 

tenure should be electronically collected from all Australian fund managers (similar to 

information gathered in the US using Form N-CSR). 

3. Mandatory monthly portfolio holdings, managerial compensation data, and manager 

characteristic data should be regulated by the government and collected by a central 

government system (such as EDGAR in the US).  

The corresponding benefits of these recommendations will include: 

1. Monthly portfolio holdings data will allow stakeholders to observe the trading behaviour 

and performance of all Australian fund managers accurately. 
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2. Providing stakeholders access to mandatory Australian fund manager compensation 

data will provide insights into manager incentives currently lacking in Australia, thus 

increasing transparency for investors and potentially enhancing the competitive 

environment, ultimately delivering better investment outcomes for Australian investors. 

3. Mandatory funds management data filing, in combination with a centralised 

government repository for these data, will ensure that hitherto unavailable data will be 

accurate and easily disseminated to all Australian stakeholders. 
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1. DEFICIENCIES WITH THE PRIMARY DATA SOURCES AVAILABLE 

In this section, we isolate data that international researchers have used to conduct important 

research which Australians do not have.  

Our goal is to isolate data deficiencies for funds management and superannuation research, 

ascertain the benefits of making these data available to Australian researchers, and discuss 

potential sources for these data.  

Our methodology to achieve the goal of isolating critical data deficiencies in Australian 

superannuation and funds management research is a comparative literature review. 

We isolate the best, most impactful and meaningful global funds management journal articles 

and ascertain where no equivalent Australian study exists as a consequence of 

Australian data deficiencies. Studies published in the Journal of Finance, Journal of 

Financial Economics, Review of Financial Studies and Journal of Financial & Quantitative 

Analysis are regarded as the best global financial literature.1  

 We begin by providing a brief description of the prominent studies we have isolated 

from the international literature and discussing their impact and significance. 

 focusing on the data used in these global studies, we ascertain whether Australian 

data are available; 

 next, assuming that Australian data are made available, we explain why it would be 

important to replicate the study in the Australian context; 

 finally, we focus on the potential ease of Australian data acquisition and discuss 

possible sources of the omitted Australian data. 

A thorough description of the methodology and database is provided in Appendix 1.  

1.1. Which Australian studies should be undertaken but have not due to lack of 

available data? 

We ask two questions in order to ascertain how missing Australian data affect research on 

superannuation and funds management: 

                                                      
1 These journals are categorized as A* in the Australian Business Deans Council Quality Journal List/ A** by Monash Business 

School. 
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1. What is the most impactful global work which cannot be replicated in Australian due to 

missing Australian data? 

2. What are the most important missing data sources that are responsible for gaps in 

the academic Australian research literature? 

Firstly, using the fields we have created (summarised in Appendix 1, Table A) we search the 

most important global literature and isolate and rank prospective studies with the greatest 

potential impact which have not been undertaken in Australia due to a lack of data.  

Table 1 isolates the 10 most impactful studies which have no Australian analogue as a 

consequence of unavailable data.2 We only focus on the top 10 because we do not 

concentrate on alternative investments including hedge funds, infrastructure, real estate and 

private equity, as they are not mainstream funds management. Studies outside the top 10 

most impactful studies can be found in Appendix 2, table B.  

Almost all the studies are focused on mutual funds (see footnote 2) with two focusing on 

sovereign wealth funds (SWF) and one focusing on pension funds. Furthermore, using the 

ACFS Funds Management/Superannuation categorisation (provided as an attachment to the 

Call for Applications) we can see that many (6/10) of the studies are focused on mutual fund 

sub-category ‘Practice of Funds Management’, with three others (3/10) focused on the closely 

related topic of ‘Performance’. 

Next, we examine the ‘Data description’ column of table 1 and group these studies based on 

their data commonality. Subsequently, we colour-code them to show the grouping of these 

data visually. We establish that there are three groups of missing data that we need to analyse 

further. We group any data deficiencies relating to stock holdings, mutual fund holdings in 

yellow; those relating to SWFs transactions in blue; and corporate governance in relation to 

managerial attributes in orange.3 

 

                                                      
2 There were a number of Hedge Fund studies that were isolated as potentially impactful, however as Australia has a relatively 

small hedge fund industry these were omitted. 
3 We do not discuss the lack of twin zygosity data in relation to superannuation because of its specificity to that unique study’s 

experimental design. This data would be too complex to construct and its application would be limited.  
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Table 1. Which Australian studies should be undertaken but have not due to lack of available data (top 10 most potentially impactful) 
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1 
RFS 2011 Risk Shifting and 

Mutual Fund 
Performance 

Huang, Jennifer; 
Sialm, Clemens; 
Zhang, Hanjiang 
 

249 Mutual 
Fund 

Practice of 
Funds 
Management 

Risk 
Management, 
Asset 
Allocation 

Stock holdings 
of mutual funds 

Thomson 
Financial 
database 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 5 

2 
RFS 2014 Window Dressing 

in Mutual Funds 
Agarwal, Vikas; 
Gay, Gerald D.; 
Ling, Leng 
 

40 Mutual 
Fund 

Practice of 
Funds 
Management 

Asset 
Allocation, 
Portfolio 
Performance 

Holdings of 
mutual funds 

Thompson 
Financial mutual 
fund holdings 
database 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 4 

3 
JFQA 2010 Can Mutual Fund 

Managers Pick 
Stocks? Evidence 
from Their Trades 
Prior to Earnings 
Announcements 

Baker, Malcolm; 
Litov, Lubomir; 
Wachter, Jessica 
A.; Wurgler, 
Jeffrey 

206 Mutual 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, Asset 
Allocation  

Portfolio 
holdings 

Thompson 
Financial mutual 
fund holdings 
database 
(CDA/Spectrum 
S12) 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 4 

4 
JF 2010 Genetic Variation 

in Financial 
Decision-Making 

Cesarini, David; 
Johannesson, 
Magnus; 
Lichtenstein, Paul; 
Sandewall, Örjan; 
Wallace, Björn 

150 Pension 
Fund 

Consumer 
Issues 

Consumer 
Decision 
Making 

Twin zygosity 
(dizygotic or 
monozygotic) 

Swedish Twin 
Registry 

N/A 1 4 

5 
JFE 2010 Firm values and 

sovereign wealth 
fund investments 

Dewenter, Kathryn 
L.; Han, Xi; 
Malatesta, Paul H. 

137 Sovereign 
Wealth 
Fund 

Practice of 
Funds 
Management 

Performance 
Measurement, 
Valuation 

Purchase 
transaction by 
SWFs 

Securities Data 
Corporation (SDC) 
Database 

Government, Future 
Fund transactions and 
announcement 

2 4 

6a 
JF 2014 Time-Varying 

Fund Manager 
Skill 

Kacperczyk, 
Marcin; Van 
Nieuwerburgh, 
Stijn; Veldkamp, 
Laura 

178 Mutual 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, 
Performance 

Stock holdings 
data 

Thomson Reuters 
stock holdings 
database 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 4 
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6b 
JF 2014 Time-Varying 

Fund Manager 
Skill 

Kacperczyk, 
Marcin; Van 
Nieuwerburgh, 
Stijn; Veldkamp, 
Laura 

178 Mutual 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, 
Performance 

Name of 
portfolio 
managers 

Morningstar, 
Nelson’s Directory 
of Investment 
Manager 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 4 

7 
JFE 2011 Friends or foes? 

Target selection 
decisions of 
sovereign wealth 
funds and their 
consequences 

Kotter, Jason; Lel, 
Ugur 
 

103 Sovereign 
Wealth 
Fund 

Practice of 
Funds 
Management 

Investment 
Strategy, 
Transparency 

SWF investment 
announcements 

Factiva Government, Future 
Fund transactions and 
announcement  

2 4 

8a 
JFE 2016 Passive investors, 

not passive 
owners 

Appel, Ian R.; 
Gormley, Todd A.; 
Keim, Donald B. 
 

57 Mutual 
Fund 

Performance Corporate 
Governance, 
Institutional 
Ownership 

Governance and 
compensation 
data 

Institutional 
Shareholder 
Services (ISS) and 
Execucomp 

Regulation, similar to 
statement of additional 
information or SEC 
filings 

3 4 

8b 
JFE 2016 Passive investors, 

not passive 
owners 

Appel, Ian R.; 
Gormley, Todd A.; 
Keim, Donald B. 

57 Mutual 
Fund 

Performance Corporate 
Governance, 
Institutional 
Ownership 

Mutual fund 
holdings 

S12 Mutual fund 
holdings data 
(Thomson 
Reuters) 

Regulation, need 
something similar to 13-
F, N-CSR or N-Q SEC 
Filings 

2 4 

9 
RF 2010 Internal 

Governance 
Mechanisms and 
Operational 
Performance: 
Evidence from 
Index Mutual 
Funds 

Adams, John C.; 
Mansi, Sattar A.; 
Nishikawa, 
Takeshi 
 

48 Mutual 
Fund 

Performance Corporate 
Governance, 
Organisational 
Form 

Fund's board of 
trustees 
(directors) 
information, 
including age, 
tenure, 
employment 
history and 
retirement status 

Statement of 
Additional 
Information, Form 
485 

Regulation and 
Industry, supplementary 
information with 
prospectus 

3 3 
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To assess and rank the impact of these three data groups, we examine the “Citations” and 

“Replication impact” columns in table 1. After sorting replication impact from highest to lowest, 

studies using portfolio holdings (in yellow) appear at the very top of the list (greatest impact) 

with half (5/10) of the top ten studies using portfolio holdings data. Of the two remaining data 

groups, two studies use SWF transactions and three studies use managerial corporate 

governance data. We believe the data deficiency in the SWF is highly interrelated with portfolio 

holdings information. As a result, we group sovereign wealth transaction with portfolio 

holdings.  

Given the frequency and sorting on ‘Replication impact’, we believe the lack of portfolio 

holdings transparency is a significant issue for potential future research on Australian 

managed funds. Prima facie, when comparing to other developed international financial 

markets, the primary issue in Australia is the absence of mandatory disclosure. In the next 

section, we will examine each of these data deficiencies and address the following questions: 

1. What are the missing funds management data used in the global studies?  

2. What is the global standard associated with the missing data? Is there an equivalent 

Australian standard? 

3. What is the impact of the missing data from top-tier research? What is the possible 

impact in Australia?  

4. What are the possible sources of the missing data in Australia? 

2. DATA DEFICIENCY ANALYSIS WITH PRACTICAL AND ACADEMIC 

APPLICATION 

As mentioned above, the primary data deficiencies stem from a lack of mandatory disclosure 

in Australian managed funds. According to the Morningstar 2015 Global Fund Investor 

Experience Report, the  United States (US) was rated amongst one of the best countries 

globally when it comes to funds disclosure. Conversely, funds transparency in Australia is 

rated as one of the worst amongst the other 25 developed financial markets, seen in figure 1. 

Within its report, Morningstar emphasised that “Australia’s refusal to even approach global 

best practices on disclosure is surprising—and unacceptable”. Morningstar identified several 

factors that led to this poor rating. In comparison to the other 25 developed financial markets, 

Australia: 

1. lacks mandatory portfolio holdings disclosure; 

http://www.australiancentre.com.au/
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2. lacks standardised returns and poorly describes investment strategy in a fund’s 

product disclosure statement (PDS);  

3. lacks portfolio manager information (names, tenure and compensation structure).  

Consequently, these three disclosure deficiencies in Australia may have confounding effects 

on investors’ trust and confidence in the managed fund industry. Coincidentally, the data 

deficiencies isolated using our methodology in section 1 are akin to the disclosure issues 

reported in the 2015 Morningstar report. These data and regulatory disclosure issues are also 

hindering potential research on the Australian managed fund industry. In this section, we 

provide a summary and comparison of the data sources available in the US and Australia and 

provide further recommendations to overcome these data issues.  

Figure 1. Disclosure scorecard across 25 developed financial markets. 

A ↑ Taiwan = United States   

A- ↑ Canada    

B+ ↑ Sweden    

B = Denmark * Finland = Korea  

B- = Norway = Thailand   

C+ 
↓ China 

↑ New Zealand 

↓ Germany  

↓ Spain 

↓ India  

↓ Switzerland 

↓ Netherlands  

= UK 

C ↓ Belgium ↑ Hong Kong ↓ Italy ↓ Japan 

C- ↓ France ↓ Singapore   

D+ = Australia  ↑ South Africa   

D  

D-  

F  

 

Notes: This scorecard summarises the level of disclosure of mutual funds across 25 different countries. The main 

areas of disclosure examined in this report include prospectuses, shareholder reports (including portfolio holdings 

and management’s discussion of performance) and managerial data. Grade change indicators: ↑ improved since 

last survey; ↓ declined since last survey; = no change since last survey; * new country in survey. 

Source: Alpert et al., 2015. 
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2.1. Portfolio holdings 

2.1.1. Data description 

Primarily in the US, the use of portfolio holdings data has become highly prevalent, especially 

for research examining funds performance and funds management.4 Portfolio holdings 

disclosure in the US requires fund managers to electronically report securities which exercise 

investment discretion at the end of the calendar quarter. Fund managers must report the 

name, class, CUSIP number,5 the number of shares and total market value of these securities. 

There are two types of ownership disclosure regimes in the US. The first relates only to large 

institutional investors, where funds are only required to report if they exercise investment 

discretion of over $100 million. These funds (including hedge funds, pension funds, banks and 

insurance companies)6 must report Section 13(f) Securities  on Form 13F with the Securities 

and Exchange Commssion (SEC).7 The second type of ownership disclosure regime exists 

solely for portfolio reporting of mutual funds. Before May 2004, mutual funds were required to 

disclose their portfolio holdings semi-annually in Form N-30D. Post-May 2004, the SEC 

enacted a new rule, requiring mutual funds to disclose their portfolio holdings in both Forms 

N-CSR and N-Q. Form N-CSR obligates mutual funds to file their portfolio holdings and 

shareholder report at the end of the second and fourth fiscal quarters. This form can be found 

in Appendix 4 of this report. Form N-Q was added in 2004, and requires mutual funds to report 

their portfolio holdings at the end of the first and third fiscal quarters. Effectively, in comparison 

to pre-May 2004, mutual funds are now obligated to report quarterly from semi-annually.  

In addition, the latter ownership disclosure regime offers a greater level of details about the 

investment of mutual funds than Form 13F. As Form 13F only collects portfolio holdings from 

large institutional investors (those with more than $100 million in 13F securities, more than 

10 000 shares with a market value exceeding $200 000), a significant proportion of funds will 

be excluded based on these requirements. Conversely, Forms N-Q and N-CSR collects 

portfolio holdings data on all types of mutual funds and for all types of securities, regardless 

of the size of the fund or position. Furthermore, Form 13F only collects portfolio holdings data 

at a company level, whereas Forms N-Q and N-CSR collect data at an individual level. These 

                                                      
4 Of the list of studies that should be undertaken but have not due to lack of available data (table 1), a large proportion were 

limited by the lack of portfolio holdings data in Australia.  
5 Committee on Uniform Securities Identification Procedures – a nine-character alphanumeric code that identifies financial 

instruments registered in the U.S. 
6 Please note that shares of open-end investment companies (that is, mutual funds) are not part of Section 13(f) securities. 

https://www.sec.gov/fast-answers/answers-form13fhtm.html   
7 Section 13(f) securities encompasses equities, convertible bonds, and exchange-listed options. See 

http://www.sec.gov/divisions/investment/13flists.htm for more information on section 13(f) securities 
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properties make mutual fund disclosure under Forms N-Q and N-CSR more informative than 

disclosure information from Form 13F.  

2.1.2. Data in Australia versus global standard  

In contrast to the mandatory regulatory reporting in the US, portfolio holdings disclosure in 

Australia is presently at the discretion of Australian equity fund managers. Since the 

introduction of mandatory reporting in the US, the importance of portfolio holdings in funds 

management has attracted a growing volume of research. Given the lack of mandatory 

disclosure in Australia, potential studies in this field are confounded by biases that could 

adversely affect the potential impact of these studies.  

Australian portfolio holdings data are sourced from the Portfolio Analytics Database (PAD), a 

proprietary dataset that covers monthly portfolio holdings of approximately 30 Australian 

equity fund managers. This database was constructed using an ‘invitation’ approach, where 

equity managers were requested to provide information for their largest active Australian 

equity fund that was open to institutional investors. Due to the sensitive nature of this dataset 

and the intensive labour that goes into its construction, the data report holdings data up to 

December 31, 2010.8  

Given that data collection is at the discretion of fund managers, researchers using this dataset 

are faced with inherent biases and limitations. Prior research examining voluntary reporting in 

hedge funds databases documented several biases, including survivorship bias, backfilling 

bias, smoothing bias and self-reporting bias (Ackermann, McEnally and Ravenscraft 1999; 

Bortolotti 2015; Brown, Goetzmann and Ibbotson 1999; Fung and Hsieh 2000; Getmansky, 

Lo and Makarov 2004). Self-reporting bias is arguably the most adverse bias since voluntary 

reporting is most likely non-random (Agarwal, Fos and Jiang, 2013; Getmansky et al. 2004). 

For example, funds that have recently performed well may be more inclined to list themselves 

in the database to enhance their exposure to potential investors. Conversely, funds that have 

performed poorly would be disinclined to report their portfolio holdings. In addition, funds can 

choose to initiate or discontinue reporting at any time since there are no obligations for funds 

to report. As a result, self-selection bias may inherently skew the sample towards 

characteristics that are fundamentally different from the actual return and risk characteristics 

of funds. Also, given that there are over 250 active fund managers in the Mercer Portfolio 

                                                      
8 As of right now, portfolio holdings are not publicly available through any online channels. They are proprietary information and 

due to the sensitive nature of this information, construction and maintenance of this dataset heavily relies on networking to 

make sure this information remains confidential and used appropriately. As a result, data collection and maintenance is costly 

and labour intensive. 
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Analytics (MPA) database alone, the proportional of fund managers choosing to report is small 

compared to the MPA sample.  

The concern for better portfolio holding transparency has been brought forward on numerous 

occasions. Alpert, Rekenthaler and Suh (2013) published a report titled Morningstar Global 

Fund Investor Experience which aimed to provide a cross-sectional analysis of mutual fund 

practice across 24 countries. They found that “Australia and New Zealand lag behind most of 

the world with low levels of disclosure.” because “Australia and New Zealand still do not have 

regulations in place requiring portfolio information.” A follow-up report in 2015 revealed that:  

...since our 2013 study, we have seen regulators in New Zealand introduce 

semi-annual portfolio holdings disclosure… Australia is now the only market in this 

study without any form of regulated disclosure (Alpert, Justice, Serhan, & West 

2015).9  

This emphasises how Australia is lagging behind in comparison to other developed financial 

markets, namely the US, when it comes to disclosure of portfolio holdings. Furthermore, Chen, 

Gallagher and Lee (2016) argued:  

For Australia, by introducing a regulatory reporting regime informed by robust 

academic research, the potential outcomes could lead to the market reaping the 

benefits of a more efficient and effective funds management industry.  

2.1.3. Impact of top-tier research and possible impact in Australia  

Mandatory portfolio holdings data have been extensively used in the recent literature. From 

table 1, we can see that portfolio holdings data are utilised in a broad diversity of disciplines 

in finance, as depicted in column ‘Minor Category’. These areas include risk management, 

asset allocation, managerial skills, performance measurement, corporate governance and 

many others outside the scope of the top 10 (see Appendix 2, table B). 

Amongst the above-mentioned minor categories, the most prevalent use of mandatory 

portfolio holdings data is related to mutual funds’ performance, asset allocation and 

managerial skill.  

Recent important academic studies have sought to understand why managers seek 

confidentiality in the portfolio holdings data. Aragon, Hertzel and Shi (2013) examined whether 

managers seek confidentiality because they want to protect proprietary information or hide 

                                                      
9 Emphasis added. 

http://www.australiancentre.com.au/


Data access and availability in Australian funds management and superannuation 

        Page 15  

                              
Australian Centre for Financial Studies 

+61 3 9666 1050 | australiancentre.com.au 

poorly performing fund positions.10 They found positions that are not publicly disclosed earn 

significantly positive abnormal returns, suggestive of managers’ incentive to seek 

confidentiality as a means to protect their proprietary position. Conversely, Agarwal, Jiang 

Tang and Yang (2013) found that fund managers trading with nonconventional strategies with 

larger exposure to riskier positions seek confidentiality more frequently.11 Currently, in 

Australia, portfolio managers are very protective of their intellectual property and are unwilling 

to disclose their portfolio holdings to the public. However, due to the lack of portfolio holdings 

transparency, researchers and potential and current investors are unable to ascertain whether 

managers are indeed protecting their proprietary information or whether portfolio managers 

have something else to hide. It is important to re-iterate that Aragon et al. (2013) used portfolio 

holdings data which are not available in Australia. Their study is cited amongst many studies 

examining the skill and trading behaviour of mutual and hedge fund managers.12 Therefore, if 

Aragon et al. (2013) were replicated with Australian data, it is likely that such a study would 

shed light on the importance of confidentiality in the Australian context.  

One of the trading behaviours that is often seen to be misleading and dishonest is ‘window 

dressing’. The purpose of window dressing is to improve the short-term attractiveness of the 

fund around investment performance reporting periods. This is often achieved by altering or 

distorting the investment portfolio over the reporting period. Agarwal et al. (2014) examined 

the propensity of US mutual funds managers to engage in window dressing behaviour.13 They 

found the prevalence of window dressing common amongst managers who exhibit “poor past 

performance, possess little skill and incur high portfolio turnover and trade costs”. Given that 

portfolio managers in Australia are reluctant and protective of information on their portfolio 

holdings, with access to these data researchers could ascertain the prevalence of this 

behaviour in Australia. Australian Securities and Investments Commission (ASIC) 

Commissioner, Greg Tanzer, stated that access to portfolio holdings “would discourage 

undesirable manager behaviour like excess turnover and it would enable better monitoring of 

‘true-to-label’ issues” (ASIC 2014). Replicating Agarwal et al.’s (2014) study will help 

researchers ascertain if window dressing is prevalent in Australia.  

Agarwal et al.’s (2014) paper is currently cited by 48 different studies, approximately seven of 

which were published in the top-tier journals in the last five years. These studies often 

examined issues surrounding managerial skill, trading behaviour and mutual fund 

performance. Although the study did not directly generate any regulatory reform, the concepts 

                                                      
10 Appendix 2, Table B, no. 4. 
11 Appendix 2, Table B, no. 13. 
12 Of the 43 citations, approximately ten are cited by top-tier research published within the last four years, with considerable 
overlap with our identified studies in Table 1 and Table B (Appendix 2). 
13 Table 1, no. 2. 
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of window dressing and portfolio manipulation have been addressed by the SEC. In 2004, the 

SEC and six rulemaking petitioners argued to increase the frequency of portfolio holdings 

disclosure to expose portfolio manipulation behaviours, specifically, ’style drift’ (when portfolio 

holdings deviate from the fund’s investment objective), window dressing and ‘portfolio 

pumping’ (purchasing shares that funds already owns prior to the reporting period in an 

attempt to increase the price and hence, falsely inflate the fund’s performance result). With 

access to mandatory and frequent disclosure of portfolio holdings in Australia, researchers 

would be able to examine and expose portfolio manipulation behaviours. More importantly, 

access to portfolio holdings could help prevent and discourage managers from engaging in 

these undesirable trading behaviours, as stipulated by Tanzer of ASIC.  

Aside from revealing portfolio manipulation trading behaviours, access to portfolio holdings 

allows researchers and investors to examine the motivation behind risk-shifting behaviour and 

its relation to portfolio performance. Huang, Sialm and Zhang (2011) investigated the effects 

of risk-shifting behaviour of mutual fund managers and the possible motivations behind it.14 

With access to portfolio holdings information, they found funds with an increasing tendency to 

risk--shift perform worse than those funds which maintain a stable level of risk over time. They 

further suggested this risk-shifting behaviour is an indication of inferior managerial skill or an 

issue with agency problem because if investors are unaware of the risk-shifting behaviour, 

changes in the risk level may impair investors’ ability to assess fund performance. This paper 

has attracted 249 citations and had a strong influence on recent studies investigating 

managerial skill and active funds management. Given that risk-shifting behaviour is tied to 

active fund management, having access to portfolio holdings data would allow researchers 

and investors to determine the true performance of active funds management in Australia. 

One of the potential key areas of research is whether managers can successfully time the 

market.  

Portfolio holdings data can be used to assess whether managers can time the market, a key 

characteristic of active funds management. Kacperczyk, Nieuwerburgh and Veldkamp (2014) 

investigated whether investment managers add value for their clients by timing the market.15 

Conditional on the business cycle, they found managers are successful with timing the market 

during recessions and picking stocks during booms. They concluded that these managers who 

exhibit time-varying skill create value by successfully processing firm-specific and economy-

wide information. This study was cited by 196 other papers, with many exploring issues 

relating to managerial skills, asset allocation and active funds management. Like the other 

                                                      
14 Table 1, no. 1. 
15 Table 1, no. 6. 
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studies examined so far, this study was cited in several top-tier publications within the past 

five years. Another study by Baker, Litov, Wachter and Wurgler (2010) further investigated the 

subject of managerial skill.16 They examined the stock picking ability of mutual fund managers 

surrounding earnings announcements. Using portfolio holdings data, they analysed the stocks 

held and traded during and after earnings announcements. They found mutual fund managers 

are able to forecast earning-related fundamentals, allowing them to trade profitably. 

Replicating these studies in the Australian context would allow researchers and stakeholders 

to ascertain whether portfolio managers exhibit skill and whether they add value to clients by 

timing the market. 

Due to the lack of portfolio holdings disclosure in Australia, the performance attributed to the 

managerial skill of actively managed funds is poorly reported. As a result, it is difficult to 

differentiate whether the reported performance is a consequence of superior managerial skill 

or if it is due to other factors such as portfolio manipulation. To test this concern, Aiken, Clifford 

and Ellis (2013) investigated the performance bias in the absence of mandatory portfolio 

disclosure system.17 They did this by comparing funds’ performance reported in commercial 

databases (which is often discretionary) to the performance reported in mandatory SEC filings. 

They found a positive selection bias in the commercial databases suggesting that managerial 

skill is overstated. Given the lack of mandatory portfolio holdings disclosure, the reported 

performances deviate considerably from the actual performance of the underlying fund. 

Replicating Aiken et al.’s (2013) study would present valuable insight on whether funds 

reporting portfolio holdings on a voluntary basis (that is, to Morningstar) are exhibiting a 

positive selection bias.  

Overall, the need for better fund disclosure is paramount in the Australian managed fund 

industry. Given the size of the Australian superannuation system, mismanagement of assets 

and capital could lead to long-term deterioration of retirees’ retirement savings. From an 

academic point of view, the absence of mandatory disclosure is the largest data deficiency 

impeding Australian research, as seen in table 1 and Appendix 2. Furthermore, Chen and 

Gallagher (2016) emphasise that “with access to holding level data we may be able to 

determine whether our observed return patterns [in Australian Funds] result from stock 

selection, trading behaviour or both”.  

                                                      
16 Table 1, no 3. 
17 Appendix 2, Table B, no. 1. 
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2.1.4. Potential data sources in Australia 

Recently, the portfolio holdings disclosure requirement has been brought forward under the 

Stronger Super regime. ASIC aims to introduce regulation that will require all registrable 

superannuation entities (RSEs) to publish information about their fund’s portfolio holdings on 

the fund’s website. According to the Corporations Act 2001 (Cth) s 1540, this was set to start 

June 30, 2014. However, this was delayed to December 31, 2015, under the ASIC Class Order 

[CO14/443]. Since then, it has been postponed twice in 2015 and 2016, and the first reporting 

day for the disclosure requirement is now December 31, 2017.  

Although ASIC is moving in a healthy direction with improving portfolio holdings transparency, 

there are potential issues that should be considered. While the current reporting proposal is 

for quarterly reporting, Chen et al. (2016) found that reporting at longer intervals may lead 

investors to undervalue and underestimate the risk of top-tier funds because it significantly 

underestimates performance and volatility. Correspondingly, Chen et al. (2016) showed that 

disclosing portfolio holdings at the monthly interval tends to reflect the actual performance of 

the underlying funds. Having seen the SEC transition from semi-annual to quarterly holdings 

reporting in May 2004, Parida and Teo (2011) investigated the effect of the reporting frequency 

shift on abnormal returns. They found that when reporting was collected on a semi-annual 

basis (before May 2004), fund managers were reporting larger abnormal returns when 

compared to quarterly reporting (post-May 2004). Similarly, Agarwal, Mullally, Tang and Yang 

(2015) examined the change in market quality after the shift from semi-annual to quarterly 

reporting. They found a significant decrease in the abnormal performance of better-performing 

funds while improved stock liquidity. These findings emphasise the relationship between 

reporting frequency and fund performance. However, increasing reporting frequency tends to 

come at a potential cost to the fund managers.  

Wermers (2001) examined the possible effects of more frequent portfolio disclosure on mutual 

fund performance in the US. He documented two issues to consider when formulating an 

optimal disclosure regime. The first issue is ‘free riding’, where fund managers may disclosure 

their portfolio holdings too early, enabling others to create ‘copycat’ portfolios. Chen et al. 

(2016) considered the potential effects of copycat funds in their study and found that “these 

[top-tier] funds generate sufficient outperformance over the copycats to cover typical 

management fees”. Chen et al. (2016) also argued that these copycat funds may provide an 

additional incentive to poor performing managers to either reduce their fees or improve their 

investment decision. This creates a flow-on effect to ensure long term efficiencies in trading 

performance and management fees. The second issue which Wermers (2001) emphasised is 

the problem of ‘front running’, which involves traders using portfolio holdings data to anticipate 
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trades, allowing traders to trade in advance of these funds. This is a concern of increasing 

disclosure frequency, however, given that Australia is the last of the other 24 developed 

financial markets to have some form of portfolio holdings data available, this is not likely to 

pose a large concern.18 Also, both the risk of free riding and front riding can be largely mitigated 

by choosing an appropriate time delay in the publishing of the holdings and consequently, 

closing this window of opportunity.19  

Aside from the restrained coverage of portfolio holdings disclosure proposed over Australian 

managed funds, the conditions and requirements of this regime could further restrict funds 

from reporting. Although the exact rules regarding mandatory portfolio disclosure in Australia 

are still under revision by the Commonwealth Government, there are issues with imposing too 

many restrictions. As mentioned, the SEC has at least two different mandatory disclosure 

regime to cover different types of managed funds. Form 13F captures all large institutional 

investors (funds exercising investment discretion of more than $100m in 13F securities), 

making portfolio holding disclosures of only large funds at the company level available. 

Because of these restrictions, data pertaining to Form 13F have limited use in research, due 

to the potentially small number of funds that can be obligated to report. Conversely, Forms N-

Q and N-CSR specifically obligate mutual funds of all types and sizes to report their portfolio 

holdings, capturing the entire population of US mutual funds. Therefore, the quality of the 

portfolio holdings data obtained from Forms N-Q and N-CSR is complete, informative and 

representative. For these reasons, mutual funds have been extensively studied in the growing 

field of funds management in the US.  

In Australia, the coverage of the Stronger Super disclosure will be limited to the 

superannuation industry, specifically covering only RSEs. This will parallel Form 13F as only 

large superannuation funds (structured in the form of RSEs) will be included. This 

consequently excludes other types of managed funds within and outside of the scope of the 

superannuation industry. For example, self-managed super funds (SMSFs), a growing 

phenomenon within the Australian superannuation industry will be excluded from this regime. 

In December 2016, the Australian Prudential Regulation Authority (APRA) and the Australian 

Taxation Office (ATO) reported there were close to 600 000 SMSFs in operation, managing 

approximately $650 billion in assets.20 Consequently, SMSFs constitutes a significant 

                                                      
18 Covered in the Morningstar 2015 Global Fund Investor Experience Study 
19 In the US, funds can choose to delay their portfolio holdings for up to 90 days after the quarterly deadline. 

https://www.sec.gov/rules/final/33-8393.htm    
20 For RSE December 2016 statistics, see http://www.apra.gov.au/Super/Publications/Pages/Super-statistics.aspx. For 

managed fund industry December 2016 statistics , see http://www.abs.gov.au/ausstats/abs@.nsf/mf/5655.0. For SMSF 

December 2016 statistics see https://www.ato.gov.au/super/self-managed-super-funds/in-detail/statistics/quarterly-reports/self-

managed-super-fund-statistical-report---december-2016/    
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proportion of the $2.1 billion of superannuation assets under management. Outside the scope 

of superannuation, other managed funds such as Australian open-end mutual funds, hedge 

funds, life insurance corporations and other managed funds will be exempted from this 

disclosure regime. As of December 31, 2016, the total assets under management by the 

Australian managed funds industry was $2.8 billion (inclusive of the superannuation industry). 

Given that RSEs only constitute approximately $1.3 billion (46 per cent) of the total $2.8 billion 

managed fund industry, a significant proportion of funds will be exempted from this disclosure 

regime. 

In conversation,21 the Financial Services Council (FSC) expressed its motivation to ascertain 

the size and global impact of the Australian funds management industry. While the Australian 

Bureau of Statistics (ABS) consideres funds management, foreign direct investments are not 

accounted. With access to portfolio holdings data, stakeholders and researchers could 

determine the size and relevance of the Australian funds management industry on a global 

scale. 

2.2. Corporate governance data: managerial information and compensation 

2.2.1. Data description 

Fund managers’ age, tenure, education, compensation structure and other managerial 

attributes have been shown to affect funds performance and risk-taking behaviour (Carpenter 

2000; Chevalier and Ellison 1999; Deli 2002; Elton, Gruber, and Blake 2003; Gallagher 2003; 

Golec 1996; Kempf, Ruenzi, and Thiele 2009; Ma, Tang, and Gómez 2015). Although the 

application of managerial characteristics is not as prevalent as portfolio holdings, as seen in 

table 1 and Appendix 2, this is an area of study that is lacking in Australia due to data 

constraints. In addition to the studies isolated using our methodology, prior work outside of 

our years of interest (2010-present) highlights possible important academic and practical 

applications in the Australian context. 

In the US, mutual funds are required to publicly disclosure many different documents to the 

general public and shareholders. These documents include a prospectus, simplified 

prospectus, shareholder reports and other SEC filings such as Forms 10-K, N-CSR and 

DEF-14A. There have been many criticisms in the past regarding the full prospectus, with 

many of the complaints centred around prospectuses being ‘unintelligible, tedious and 

legalistic’. This led to the adoption of a simplified prospectus  which has been a mandatory 

requirement by the SEC for all mutual funds since 1998. 22 The purpose of a simplified 

                                                      
21 Discussed in Section 3.1.3. 
22 For more information regarding the adoption of a summarized prospectus, see: https://www.sec.gov/rules/final/33-7512r.htm 
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prospectus is to improve a fund’s disclosure by promoting better and more effective 

communication from the fund to the investors. Within the simplified prospectus, funds are 

obligated to provide information regarding the portfolio managers’ name and tenure as well as 

other information regarding fund’s objectives, strategies, risks, performance and fees. 

In addition to a summarised prospectus, funds are also obligated to submit other SEC filings 

such as Form DEF 14A, N-CSR and 10-K. These filings provide comprehensive information 

regarding managerial compensation, including salaries, equity awards, option awards and 

other compensation plans. Starting in March 2005, the SEC enacted a new rule obligating all 

mutual fund managers to disclose their compensation structure in the Statement of Additional 

Information (SAI). Within the SAI, supplementary information regarding performance fee 

arrangements and information on the board of directors’ and managers’ holdings within the 

fund are also available.  

Portfolio managers are also required to disclose the different types of compensation structure, 

including salary, bonus, cash or non-cash, deferred compensation structure and 

compensation linked to retirement plans. For each type of compensation, portfolio managers 

are also required to describe whether (and how) compensation is fixed, whether it is on a 

performance fee arrangement, or whether (and how) compensation is structured based on the 

value of the portfolios’ assets under management. If compensation is based on performance 

fee arrangement, managers are required to disclose any benchmarks used to measure 

performance and the duration of any declared performance measure.23 A copy of Form N-CSR 

is provided in Appendix 4. Item 8(a)(3) of Form N-CSR outlines the disclosure requirement 

mandated by the SEC. The SEC outlined four primary benefits to having this enhanced 

disclosure regime: 

1. “Help investors better evaluate the identity, background, and experience of fund 

management.” 

2. “Compensation of its portfolio managers will help investors better understand a portfolio 

manager’s incentives in running a fund.” 

3. “Assess the extent to which the portfolio manager’s interest is aligned with theirs.” 

4. “Provide disclosure regarding other accounts for which portfolio managers are responsible 

for and allow investors to assess conflict of interest.” 

These forms are primarily targeted towards shareholders, enabling shareholders to make 

informed decisions about issues that may be addressed during annual or special shareholder 

                                                      
23 Example of performance fee arrangements are high water mark and hurdle rate fee structures. 
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meetings. These forms are also useful to potential investors as they provide the ability to 

assess the qualification and compensation structure of the fund managers. Overall, these 

disclosure requirements improve the transparency of the US mutual fund industry, helping 

investors better understand the incentives of the fund managers.  

2.2.2. Data in Australia versus global standard 

In 2013, Canada, China and the US were required to disclose managers’ name and tenures 

(Alpert et al. 2013). By 2015, New Zealand, Korea, Taiwan and Thailand also required 

publication of portfolio managers’ names and tenures (Alpert et al. 2015). Despite the lack of 

a mandatory requirement in other financial markets, the availability of managerial names and 

tenure in Sweden, Norway, Denmark, Italy and the UK is practically complete in the 

Morningstar database. Currently, in Australia, managers are under no obligation to disclose 

their information to the public and once again, fall behind the global best practice. 

Like the simplified prospectus in the US, Australian funds’ information pertaining to the 

benefits, risks and cost of the offered financial product is found in a PDS. However, unlike the 

simplified prospectus, this document suffers from many drawbacks regarding the level of 

disclosure. 

In the US, managerial information is found in a fund’s simplified prospectus and SAI. Australian 

funds do not have any obligation to disclose any information about fund managers in the PDS 

(Alpert et al. 2015). In contrast, in the US, portfolio manager information can be readily 

obtained from their simplified prospectus, SAI and various SEC filings. Currently, information 

about managerial characteristics is collected by the FSC through its Investment Management 

Questionnaire. It is unclear whether the information gathered is mandatory or if it is frequently 

updated. The FSC collects both qualitative and quantitative data concerning the portfolio 

managers, ownership and capital structure of the firm, asset allocation, investment 

performance and investment philosophy and style. To our knowledge, this information is not 

publicly available to researchers or investors.  

It is also worth noting that within the PDS, costs, fee and investment objectives are also 

available to the public. However, this information does not need to be updated regularly, only 

when there are major changes to the riskiness of the product. Contemporaneously, the 2015 

Morningstar report noted that the fees, cost and investment objectives disclosed are poor and 

unclear. 

The need for better fee and cost disclosure was made apparent by the Association of 

Superannuation Funds of Australia (ASFA), which lodged a submission to ASIC on September 
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4, 2015, outlining the poor disclosure of fund fees and cost (across investment and 

administration) in the PDS. It sought further regulatory changes to improve transparency and 

consistency of fee and cost disclosure within the PDS. Explicitly, it stated that:  

…the complexity and diversity of the range of investment structures and options 

available causes inordinate difficulty and cost in complying and frequently result in 

inconsistent outcomes. There is a deal of confusion, among the industry, consumers 

and advisers, with respect to the disclosure of fees and costs.  

Supporting ASFA, the Deputy Chairman of APRA emphasised the need for greater 

transparency on how the costs of running the underlying funds are constructed (Rowell 2016). 

Furthermore, Industry Super Australia (ISA) Chief Executive David Whiteley questioned 

whether the fees and costs charged to the investors are legitimate or appropriate.24 

In March 2017, the Productivity Commission (PC) released a draft report titled 

Superannuation: Alternative Default Models, addressing issues with the current 

superannuation system. These issues were initially brought forward by the Financial System 

Inquiry (FSI) in November 2014, which argued that the “superannuation system was not 

operationally efficient due to a lack of strong price-base competition” (Commonwealth 

Government 2014, p.89). Consistent with ASFA’s argument surrounding the complexity and 

diversity of investment structures, the PC stated that the lack of competition in the 

superannuarion system was due to a combination of:  

1. weak demand-side pressure due to the compulsory nature of contributions; 

2. complexity of retirement income decisions; and 

3. behavioural and cognitive biases.  

These factors exacerbate the likelihood of member passivity and disengagement, resulting in 

weaker competition. The PC argued that the above factors are, at their core, informational 

problems, whereby investors only have access to incomplete or asymmetric information. 

Consequently, the combination of information problems and the absence of strong member 

engagement creates an environment with weak competitive pressure on the superannuation 

fund industry (Productivity Commission 2017). One further concern as a consequence of weak 

competitive pressure between funds is the propensity for funds to engage in unhealthy and 

wasteful competition, such as product proliferation and excessive advertisement.  

                                                      
24 Obtained from http://www.smh.com.au/business/banking-and-finance/australians-paying-31-billion-in-super-fees-anually-

20170528-gwexb2.html on 29/05/2017 
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Another way of improving systematic competition between rival funda is to improve regulation 

governing these funds. In particular, seeking enhanced disclosure regarding portfolio holdings 

and managerial information, such as characteristics and compensation structure, may improve 

the competitive environment between funds. Therefore, rather than focusing on the 

demand-side of competition, greater emphasis on the supply-side of competition may 

encourage fund managers to engage in healthier competition, stimulating operational 

efficiency. Two areas of regulation that we argue may improve competition and efficiency 

amongst managed funds are mandatory portfolio holdings disclosure (section 2.1) and 

mandatory disclosure of managerial attributes and compensation structure.  

Currently, in Australia, there is no obligation for portfolio managers to disclose their 

compensation structure. Alternatively, in the US, mutual fund managers are required to report 

their compensation structure in various SEC forms, including N-CSR (see Appendix 4, Item 

8(a)(3)), 10-K and DEF-14A. Investors, researchers and other stakeholders can also find 

comprehensive managerial compensation structure information within a fund’s SAI. Ultimately, 

having access to managerial compensation structure may provide valuable insight on any 

agency issues in the Australian funds management industry.  

2.2.3. Impact of top-tier research and possible impact in Australia  

Unlike portfolio holdings data, table 1 does not  highlight the importance of the data deficiency 

around managerial compensation and attributes. However, given the unique setting of the 

Australian funds management and superannuation industry, we argue that the practical 

implications of having these data could alleviate many of the issues addressed in Section 

2.2.2. In particular, our incentives are aligned with the PC, Morningstar and ASFA, as we 

argue that enhanced disclosure surrounding managerial attributes and compensation 

structures can promote:  

1. better understanding of agency theory between fund managers and investors; 

2. better fee and cost disclosure charged to the investors;  

3. efficiency and competition in the funds management and superannuation industry. 

As a result, we extend our research horizon to studies published in top-tier journals outside 

our sample of 2010-present publications. Specifically, we use these studies to explore the 

agency issues that arise with different compensation structures and requirement to disclose 

compensation structures. In particular, we examine agency issues regarding rent extraction, 

empire building, tournament behaviour and risk-shifting behaviour.  
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If managerial attributes and compensation structure data become available, potential research 

may shed light on the efficiency of Australia’s superannuation industry. Given Australia’s 

compulsory contribution scheme, there is an economic imperative to determine whether the 

superannuation industry is running efficiently and fairly. Any misalignment between fund 

managers and investors may create long-term deterioration on the retirees’ retirement 

savings.  

2.2.3.1. Managerial compensation 

The literature on managerial compensation is vast and dynamically evolving due to changes 

in the availability of data pertaining to the US. The two driving factors that determine data 

availability for research on managerial compensation are changes in regulation and public 

disclosure. Managerial compensation data have been extensively used in research 

surrounding issues concerning ‘agency problems’, whereby the interests of portfolio managers 

(agents) and investors (principals) are not aligned. 

Early studies examining the relationship between managerial incentives were confounded by 

a lack of managerial compensation data. Chevalier and Ellison (1997) exploited the structure 

of management fees prevalent in the managed fund industry to implicitly represent an 

incentive contract. As fund fees depend on the size of the fund (compensation reflecting assets 

under management), managers have an incentive to grow the fund, while investors seek to 

maximise risk-adjusted return. Consequently, this creates a flow-performance relationship, 

where agency conflict can potentially occur when managers make decisions to grow the fund 

by changing the riskiness of the fund. Chevalier and Ellison (1997) found the flow-performance 

relationship can incentivise managers to alter the riskiness of their portfolio. Using portfolio 

holdings data, they were able to ascertain that funds alter their portfolios between September 

and December (as during that time, calendar-year data are most heavily publicised). 

Chevalier and Ellison’s (1997) paper was cited 2443 times, as this study was one of the first 

to explore the flow-performance relationship pertaining to agency problem. Their paper was 

referenced in a speech titled Conflicts of Interest in Asset Management, delivered by Chief 

Economist and Director of the SEC’s Office of Economic Management, Chester S. Spatt.25 

This speech was delivered at the SEC’s Hedge Fund Regulation and Compliance Conference 

on May 12, 2005, where the primary goal was to raise awareness to the public and regulators 

of the agency problems in asset management.  

                                                      
25 Full speech can be found here: https://www.sec.gov/news/speech/spch051205css.htm  
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Other studies have used other SEC filings to determine the relationship between managerial 

incentives and mutual fund performance. Massa and Patgiri (2009) focused on the information 

contained in the N-SAR-B SEC filings. Specifically, they focused on the compensation 

contracts found in these filings, as they could extract the advisory fees found in these 

contracts. Prior literature had used advisory compensation as a proxy for actual incentives 

received by fund managers. Consequently, a handful of literature focused on advisory 

contracts between investment advisors and fund investors (Coles, Suay, and Woodbury 2000; 

Deli 2002; Warner and Wu 2011). Massa and Patgiri (2009) found managers with higher 

incentive contracts take on more risk which reduces the funds’ probability of survival. With 

access to portfolio holdings data, they could attribute active portfolio rebalancing as a driver 

through which incentives increase performance.  

This study was cited 133 times in other research pertaining to managerial incentive and 

performance. Several of these studies were published in the top-tier journals and have had a 

strong influence on the literature concerning managerial compensation and behaviour. While 

advisory contracts in the US were previously used as a proxy for understanding managerial 

incentives, new disclosure data on managerial compensation structures have recently become 

available. As a result, the data and assumptions relating to advisory contracts are outdated 

and suffer from limitations (explained in the next paragraph). However, the economic impact 

of this study is still noteworthy. Having access to both portfolio holdings and managerial 

compensation data in Australia would allow researchers and investors to determine whether 

the risk-shifting behaviour reported in both Chevalier and Ellison (1997) and Massa and 

Patgiri’s (2009) studies is prevalent within the Australian funds management industry. Due to 

the involvement of the managed fund industry in superannuation, there is an economic 

imperative to investigate any forms of agency problems.  

As mentioned above, greater levels of detail concerning managerial compensation structure 

became available after March 2005. The SEC imposed further regulatory changes, so that 

fund managers are now obligated to disclosure managerial compensation structure in a firm’s 

SAI. Additionally, firms must also report individual managerial compensation structure data to 

the SEC through electronic filings (for example, form N-CSR).26 This has allowed researchers 

to investigate managerial incentives and fund performance in greater detail. Instead of 

examining the compensation contracts of advisors (a proxy for managerial incentive), 

inspecting the compensation structure of individual portfolio managers (that is, the managers 

                                                      
26 See Appendix 4, item 8(a)(3). 
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hired by advisors to manage portfolios on a daily basis) allows researchers to investigate 

compensation structure in a more precise and granular approach.  

A recent study by Ma, Tang and Gomez (2016) was the first to use individual portfolio 

managers’ compensation structure data obtained from SEC Form N-CSR. Their finding 

contradicted the pre-existing literature built on advisory contracts because those contracts are 

only based on assets under management. In contrast, Ma et al. (2016) found most of the 

compensation contracts for individual portfolio managers include a bonus linked to investment 

performance. They argued the compensation structure of managers dictates future fund 

performance and risk-taking behaviour. Specifically, managers with performance-based pay 

exhibit superior future fund performance in comparison to managers with fixed salary and pay 

linked to advisory profits or assets under management. Furthermore, two contemporaneous 

studies in Israel and Sweden are also examining the effect of individual managerial 

compensation on mutual fund performance. 

The working paper by Ma et al. (2016) is cited 37 times, primarily by other working papers 

investigating managerial ownership and incentive contracts. Given the concise detail 

regarding managerial compensation structure, the availability of the data will enable 

researchers and stakeholders to determine whether different pay structures have any role in 

performance and risk-shifting within the Australian managed fund industry. With access to 

portfolio holdings data, researchers can analyse the portfolio manager’s trading behaviour and 

establish whether their incentives are aligned with that of the investors. Furthermore, Ma et al. 

(2015) concluded their study by stating “SEC-mandated disclosure of the structure of mutual 

fund manager compensation reveals valuable information to fund investors for assessment of 

managerial incentives and prediction of future fund performance” highlighting the value of the 

regulatory change mandated by the SEC.  

Aside from risk-shifting behaviour, another conflict of interests between portfolio managers 

and investors can be determined with access to data on managerial compensation and 

portfolio holdings. The absence of mandatory regulation pertaining to managerial 

compensation can influence the propensity for managers to extract rents. Rent extraction 

occurs when managers extract excess compensation that exceeds the value of their service. 

Kalyta and Magnan (2008) examined the role of compensation structure disclosure and 

portfolio managers’ tendency to extract rents. They found that under a well disclosed and 

monitored regulatory system, managers are less likely to extract rents. Conversely, under 

vague and weak regulatory oversight, managers are more likely to extract rents. This study 

highlights an important issue that could impact the integrity of the fund's management and 

superannuation industry. Given that portfolio managers in Australia are not required to 
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disclose compensation data, the ability of managers to extract rents off investors can occur in 

hindsight. Therefore, having access to managerial compensation data allows researchers to 

determine if rent extraction behaviour is prevalent in the Australian managed fund industry. If 

this behaviour is prevalent, further regulation can be imposed to reduce the incidence of this 

behaviour (recommendations in section 4.2). 

2.2.3.2. Managerial attributes 

The availability of managerial information concerning portfolio managers’ names, tenures, 

qualifications and education would enable investors and researchers to recognise who is 

managing their capital. The SEC mandates funds to disclose portfolio managers’ information 

in the SAI and SEC filings (for example, form N-CSR).27 The SEC stated:  

…the enhanced disclosure regarding portfolio managers who are members of the 

management team will help investors better evaluate the identity, background, and 

experience of fund management.28  

Consequently, from an investor’s perspective, enhanced transparency surrounding 

managerial information would help investors make informed decisions regarding their choice 

in fund selection. Furthermore, managerial attributes have been shown to affect the 

performance of the underlying fund. 

Chavalier and Ellison (1999) published their seminal paper on US mutual fund manager 

characteristics and their relation to mutual fund performance. In this paper, they investigated 

the effect of managers’ ages, SAT scores and qualifications on mutual fund performance. 

They found superior performance in mutual fund managers who attended more selective (for 

example ‘Ivy League’) undergraduate schools and younger managers. This study has been 

cited 977 times, mainly in research pertaining to mutual fund performance with relation to 

managerial characteristics. It is worth noting that this study has been replicated on a unique 

Australian dataset, published in 2003. The dataset used in this study was collected by the 

Investment and Financial Services Association Limited (now known as the FSC). Again, to our 

knowledge, due to the confidentiality concerning the qualitative information covered in the 

questionnaire, the FSC does not disseminate this information to the public.  

Since the publication of Chavalier and Ellison’s (1999) study, this area of research has 

attracted much attention concerning fund performance. Li, Zhang and Zhao (2011) examined 

                                                      
27 See Appendix 4, item 8(a)(1). 
28 This is a report of the final rule regarding disclosure of managerial information in the Statement of Additional Information and 

certain SEC filings. They state the benefit and cost of such implementations: https://www.sec.gov/rules/final/33-8458.htm 
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the effect of managerial characteristics relating to education and career concern on US hedge 

fund performance.29 Although this was a study on hedge funds, the use of managerial 

characteristics data is relevant in this context. They found that managers who are more 

talented and devoted to their jobs tend to take less risk while delivering higher raw and 

risk-adjusted returns. If access to managerial characteristics and portfolio holdings data 

becomes available, researchers will be able to determine the mechanism as to how these fund 

managers are delivering superior risk-adjusted returns.  

Many studies in the literature require both portfolio holdings and the name of the portfolio 

manager. Having access to both of these allows researchers to track the trading activity of 

individual portfolio managers on a longitudinal level. In conjunction with portfolio holdings data, 

the use of the names of the portfolio managers has been extensively utilised in the literature 

relating to managerial skill. For instance, Kacperczyk, Nieuwerburgh and Veldkamp (2014) 

examined whether individual portfolio managers can time the market at different economic 

recessions and booms.30 Their study was inherently a longitudinal study because they were 

able to track the same funds’ manager over time. Based on the names of managers they were 

able to ascertain whether these portfolio managers exhibited skill in their stock picking ability 

during booms and recessions. Furthermore, this study examined whether portfolio managers 

add value to their clients 

This paper was cited 196 times by many other researchers published in the top-tier studies. 

Most of these recent studies pertain to mutual fund performance and managerial skill, nearly 

all of which require access to portfolio holdings. With access to both portfolio holdings and the 

names of the portfolio managers, researchers could determine whether Australian fund 

managers exhibit managerial skill and whether it is pervasive across the Australian managed 

fund industry. 

Similarly, Cao, Goldie, Liang and Petrasek (2016) used the names of the portfolio managers 

to evaluate whether these managers can deliver superior performance based on managerial 

skills.31 With access to portfolio holdings and the names of managers, they were able to 

analyse the trading behaviour of the managers. They found the superior performance reported 

is not a reflection of a portfolio manager’s forecasting ability but rather, it is their ability to 

effectively manage downside risk. Furthermore, access to portfolio holdings and managerial 

characteristic could shed light on the trading mechanism and whether that attributes to the 

performance of the portfolio. 

                                                      
29 Appendix 2, Table B, no. 18. 
30 Table 1, no. 6a & 6b. 
31  Appendix 2, Table B, no. 20a and 20b. 
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Furthermore, the agency problem mentioned in the prior sections (Sections 2.1.3 and 2.2.3) 

can be further interpreted by analysing the trading behaviour of individual fund managers over 

time. Huang et al. (2011) examined the possible explanations for why fund managers change 

their total risk exposure over time.32 In particular, they considered whether portfolio managers 

are shifting their risk exposure because of managerial skill or if it is due to ill-motivated trades 

(that is, agency issues). Using portfolio holdings data and the names of the portfolio managers, 

they verified that the risk-shifting behaviour is an indication of inferior managerial skill or an 

issue with agency theory. 

Ultimately, having access to portfolio holdings data and managerial characteristics can allow 

researchers, investor and other stakeholders to shed light on the incentive and trading 

behaviour of portfolio managers. The lack of disclosure surrounding Australian managed funds 

makes it imperative to improve transparency for both researchers and investors. Moreover, 

enhanced transparency in Australia could promote efficiency and competition within the funds 

management industry, an issue proposed by the PC. 

2.2.4. Potential data source in Australia 

Currently, information regarding managerial characteristics and compensation structures is 

not comprehensively available in Australia (Alpert et al. 2015). The main issue outlined in the 

Morningstar 2015 report is the lack of regulation governing disclosure in the managed fund 

industry. In particular, there are no regulations imposed on managers to report their names, 

tenure, educational background and compensation structure. Consequently, the only possible 

source of these data is through questionnaires, surveys and discretionary reporting to affiliated 

research organisations such as Morningstar. As a result, the available information is 

incomplete and biased. For example, approximately 50 per cent of portfolio managers 

voluntarily report their portfolio holdings to Morningstar, while the other approximate 50 per 

cent refuse to disclose any portfolio holdings information, seen in Figure 2. Similarly, 

information concerning managerial name, tenure and education background is collected on a 

voluntary basis and suffers from the same issue.  

Figure 2. Discretionary reporting of portfolio holdings in Australia. 

                                                      
32 Table 1, no.1. 
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Notes: This figure represents the proportion of firms that voluntarily report their portfolio holdings to Morningstar. 

Approximately only 50 per cent of funds reported their holdings to Morningstar, with approximately 70 per cent of 

those funds reporting on a monthly basis. Unequivocally, 50 per cent of Australian managed funds do not report 

any form of portfolio holdings.  

Source: Alpert et al. 2015.  

Information pertaining to managerial characteristics are currently collected by the FSC. The 

FSC collects qualitative and quantitative managerial information through its Investment 

Management Questionnaire. Within the questionnaire, portfolio managers are requested to 

report both qualitative and quantitative data about the operations of their firms. Managers are 

asked to report information relating to the professional staff employed,33 ownership and capital 

structure of the firm, manager’s investment philosophy and style, asset allocation and 

investment performance. To our knowledge, information concerning the FSC questionnaire is 

not publicly disseminated.  

Considering the FSC’s involvement in collecting information about investment managers and 

other key personnel, publicising these data through appropriate channels could yield many 

benefits to researchers, stakeholders and potential investors. In the US, managerial 

information is collected and disseminated in both SEC filings (for example, the N-CSR)34 and 

through a firm’s simplified prospectus. As mentioned previously, the Australian analogue of 

the US’ simplified prospectus is the PDS. Granting public access to these data through either 

the PDS or regulatory filings would not only alleviate the data deficiency issue in Australia but 

also improve transparency between fund managers and investors.  

Furthermore, in light of the critiques presented in the 2015 Morningstar report, dissemination 

of the information collected in the FSC questionnaire would alleviate some of the stated 

shortcomings. Some of Morningstar’s concerns were that the PDS poorly describes 

                                                      
33 Such information include qualifications held; names and job description investment professionals; tenure (number of years 
service with the firm); and a detailed biography of each personnel. 
34 See Appendix 4, item 8(a)(1). 
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investment strategies and lacks specificity – the lack of standardised returns; and lack of 

portfolio manager information. Given that the questionnaire requests detailed information 

regarding investment philosophy and investment style, disclosing a variant of this information 

in the PDS would help improve specificity and investment strategy description. Moreover, the 

lack of standardised returns disclosed in the PDS could be resolved by extrapolating the 

returns from the investment performance section of the questionnaire. These returns are 

standardised because the FSC has implemented certain standards describing how product 

returns should be calculated. For instance, FSC Standard No. 6. Product Performance – 

Calculation of Returns features descriptions of the terminology and formulas used to calculate 

performance and FSC Standard No. 10 Presentation of Past Performance Information 

features a break-down of how performance should be presented.35 In order to present 

standardised returns in the PDS, the disclosure of investment returns should be calculated 

and submitted with reference to the FSC standards.  

In the US, data regarding managerial compensation structures can be publicly obtained from 

a fund’s SAI and SEC filings, such as Form DEF-14A, 10-K and N-CSR.36 Currently, in 

Australia, there is no similar requirement for portfolio managers to report their compensation 

structure. Therefore, a potential avenue for these data to become available is to instil potential 

regulatory changes that mandate all portfolio managers to report their compensation structure. 

With reference to the SEC filings, the potential regulation imposed should be comparable to 

Item 8(a)(3) of SEC Form N-CSR. This section requires portfolio managers to disclose their 

salaries, bonuses, deferred compensation and whether it is cash or non-cash based. For each 

category of compensation, portfolio managers are also obliged to describe whether (and how) 

the compensation is fixed, whether (and how) it is on a performance fee arrangement, or 

whether (and how) compensation is structured based on the value of the portfolios’ assets 

under management. If compensation is deemed to be a performance fee arrangement, 

managers are also required to disclose any benchmarks used to calculate performance and 

the duration of any declared performance measure.37  

Overall, public access to managerial information and compensation data would help facilitate 

potential research on the Australian managed fund industry. Ultimately, the economic benefits 

from this research, and the enhanced transparency between managers and investors, would 

be evidence that drives regulatory changes to improve investors’ trust and confidence in the 

managed fund industry. Correspondingly, Professor David Gallagher commented at the May 

2014, Centre for International Finance and Regulation workshop that “all data relating to fund 

                                                      
35 For more information regarding the FSC standards, see https://www.fsc.org.au/resources/standards/.  
36 See Appendix 4, Form N-CSR, Item 8(a)(3). 
37 Example of performance fee arrangements are high water mark and hurdle rate fee structures. 
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managers should be disclosed, as long as there are genuine benefits to the regulators, 

analysts and investors, and the cost to the fund manager are minimised” (CIFR 2014 p.45).  

3. SHARING FUND MANAGEMENT DATA: ISSUES AND BENEFITS 

This commissioned paper has isolated Australian data ‘gaps’ that, if filled, would be useful to 

generate high quality, impactful research in funds management and superannuation.  

In order to isolate such data gaps, we have examined the best journal articles in funds 

management which have been published in the best global finance journals and have focused 

on the most important articles which cannot be replicated in the Australian context due to the 

lack of data availability. We consider both the academic and policy impact of these studies 

and argue that if the data gaps were filled, equivalent research and impact would be possible 

in the Australian context.  

The three important data gaps were isolated (in section 2):  

1. portfolio holdings data; 

2. managerial attributes and compensation data. 

At this point, it is worth highlighting that the methodology of benchmarking against the best 

global academic work has limitations. In particular, we cannot isolate datasets that would be 

immensely useful in the Australian context that no researcher has studied globally. Also, we 

cannot isolate datasets that would be immensely useful in the Australian context (such as 

superannuation member choice) which have no global analogue. Finally, arguments about 

which government agency is best equipped to be a repository of Australian data cannot be 

obtained from our analysis of the global academic fund's management literature. 

To address such ‘blind-spots’, we conducted interviews with a number of important Australian 

stakeholders. Meetings were held with: the Australian Centre for Financial Studies; the 

Australian Institute of Superannuation Trustees (AIST); the FSC; and Vanguard Australia.38 

Indeed, as a consequence, a number of important issues on Australian funds management 

and superannuation data gaps were discussed that would have been omitted by focusing 

narrowly on the global academic literature (see above). These included data gaps around: 

superannuation member choice, and which government agencies are best suited to handling 

                                                      
38 We would like to thank: Amy Auster, Robin Bowerman, David Haynes, Carla Hoorweg, and Paul Murphy for discussing the 

issues raised in meetings in October 2016. 
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the vast data sets associated with Australian funds management and superannuation data 

gaps (see below). 

3.1. Benefits of private data sharing and situations where data sharing among 

private entities may facilitate research and socially beneficial outcomes 

Three important data gaps were isolated (in section 2), and we add a fourth which was omitted 

due to our methodology (see above): portfolio holdings data;39 managerial attributes and 

compensation data; superannuation data. Our stakeholder interviews focused primarily on 

superannuation data. 

The benefits of obtaining and sharing these data were discussed extensively in section 2 of 

this report. In that section, we referred to important global academic studies which relied on 

data which are unavailable in the Australian context. The suggestion is that if these data were 

available in Australia, the studies could be replicated and inform important debates on the 

same issues in the Australian context. 

3.1.1. Which is the right agency to collect these data? 

A gap in data we did not isolate was mentioned by all the stakeholders: superannuant 

behaviour. Conversations with AIST focused on the superannuation data collection. AIST 

suggested that APRA was responsible for ‘whole of government’ collection of superannuation 

data. Furthermore, as a consequence of the government’s Stronger Super reforms, the 

number of data points collected by the government had increased ten-fold (from 400 to 4000 

data points).  

However, AIST felt that the collection of these data was inefficient under APRA. In particular, 

various issues were isolated, such as: 

 difficult to use internet ‘portals’ for accessing the data; 

 confidential data items were not isolated properly; 

 consistency and compatibility of data items were issues. 

So, despite government collection of much ‘private’ superannuation data under the auspices 

of Stronger Super it was felt that the data was not being utilised fully as a consequence of 

these issues. 

                                                      
39 Including the related issue of transaction and investment disclosure in Australian sovereign wealth funds. 
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AIST also felt that the ATO and not APRA should have been tasked with disseminating this 

data as it was well resourced with large Information Technology (IT) infrastructure. 

3.1.2. Are there instances where datasets should be unified? 

AIST also suggested that various ATO systems could provide unification of datasets for 

researchers. These ATO data repositories were considered in detail. Firstly, AIST considered 

the untapped data produced by the ATO’s SuperStream system. This is the way businesses 

must pay employee superannuation contributions to super funds. With SuperStream, money 

and data are sent electronically in a standard format, transmitting money and information 

consistently across the super system – between employees, funds, service providers and the 

ATO. The data are linked to the payment by a unique payment reference number. AIST felt 

that SuperStream represented a large untapped repository of superannuation data which 

included both APRA-regulated funds and SMSFs.  

Next, Single Touch Payroll was considered. The proposed system will streamline the way 

employers report some tax and superannuation information to the ATO. When employers pay 

their staff, the employees’ salary or wages and pay-as-you-go (PAYG) withholding amounts 

will be automatically reported to the ATO. Employers will also have the option to pay their 

PAYG withholding amounts at the same time they pay their staff. There will also be some 

changes to how superannuation information is reported to funds. There will be no changes to 

the way employers pay their superannuation. However, when those payments are made to 

their employees’ funds, the information will be automatically reported to the ATO. 

3.1.3. Where should government data be made public, or private organisations be made subject 

to mandatory reporting? 

Of the three gaps we isolated in the academic literature, only portfolio holdings was isolated 

as a major issue by the stakeholders during our discussions (section 2).  

Discussions with the FSC focused on portfolio disclosure, consistent with the Australian 

portfolio holdings ‘gap’ (see Section 2.1). The motivation of the FSC was to ascertain precisely 

how large the Australian fund's management industry is so that its importance in the Australian 

economy can be ascertained. Whilst the ABS consideres funds management, direct 

investments are ignored. What’s more, data are unavailable concerning overseas investment 

into Australia making it difficult to measure the size of the Australian “export” investment 

business.  
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4. RECOMMENDATIONS 

As outlined previously, the general issue regarding data availability for research in Australia is 

primarily due to inadequate regulation of fund managers. As emphasised in section 2, the 

main three deficiencies in Australia regarding fund management are portfolio holdings 

disclosure (including SWF transaction and investment disclosure) and corporate governance 

data regarding managerial attributes and compensation. 

Our recommendations for alleviating these three data issues in Australia are inspired by the 

current and former regulatory regimes in the US. We also take into account Taiwan’s fund 

disclosure regime because both the US and Taiwan scored A (the highest rating) on the 

Morningstar 2015 Global Fund Investor Experience Report as seen in figure 1. Our 

recommendations also take into account interviews with important Australian stakeholders to 

ensure our recommendations are fit for the unique Australian managed fund industry.  

4.1. Recommendation 1:  

Monthly portfolio holding data should be electronically collected from all Australian 

managed funds and published with a 90-day delay. 

Highlighting the current situation in Australia regarding portfolio holdings, as we mentioned in 

section 2.1.4, the government is attempting to implement mandatory portfolio holdings 

disclosure requirements on Australian RSEs. We believe there are a few issues that may 

impair the richness and accuracy of data gathered under the proposed Stronger Super 

regulation by the government: 

1. reporting is on a quarterly basis using a ’look through‘ approach; 

2. only governs Australian RSEs (ithat is, only large APRA regulated funds).  

Other issues that have not been addressed by the government: 

1. risk of potential abuse of proprietary information (copycat funds) 

2. risk of potentially misleading disclosure (window dressing, tournament behaviour). 

4.1.1. Reasoning for monthly portfolio reporting 

The frequency of portfolio holdings data reporting as part of the Stronger Super regime is 

expected to be quarterly which is an issue when it comes to accurately assessing portfolio risk 

and performance. Optimally, Chen et al. (2016) showed that reporting portfolio holdings at 

monthly interval closely tracks the actual portfolio risk and performance, proxied by daily 
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holdings. Consequently, they indicated that reporting at longer intervals (quarterly, 

semi-annually and annually) significantly underestimates performance and volatility of top-tier 

funds. This may lead investors to underestimate the risks and value of these funds. In addition, 

they argued that monthly reporting incentivises managers to improve trading performance 

while creating a barrier to inflated managements. Although the current portfolio holdings 

disclosure requirement in the US is quarterly, approximately half of the funds choose to 

disclose at monthly intervals (Alpert et al. 2015). Currently, only Korea and India have 

obligations to disclose at the monthly level. To further emphasise the merits of having shorter 

reporting periods in a different market, Agarwal et al. (2015) examined the regulatory change 

from semi-annual to quarterly disclosure in the US in May 2004. Similar to Chen et al.’s (2016) 

conclusion, Agarwal et al. (2015) showed that the excess performance of better performing 

funds decreased after the regulatory change by the SEC.  

One of the core benefits of collecting monthly portfolio holdings information is it allows 

investors, researchers and other stakeholders to observe the trading behaviour of mutual fund 

managers. Monthly holdings data will inherently capture a larger array of trades that are 

missed otherwise by quarterly and semi-annual holdings data. This enables researchers, 

investors and regulators to oversee the trading behaviour of mutual fund managers. For 

instance, to investigate the potential abuse of misleading disclosure (also known as window 

dressing), monthly disclosure is encouraged as that will allow researchers to assess the 

trading behaviour of mutual fund managers (Elton, Gruber, Blake, Krasny and Ozelge 2010). 

Other managerial behaviours such as momentum trading, tax-motivated trading and 

tournament behaviour can be tested more accurately with monthly holdings data. Elton et al. 

(2010) found that high frequency (monthly) holdings data contradicts some of the results found 

when using quarterly holdings data. Therefore, we recommend monthly portfolio holdings 

disclosure to ensure portfolio performance and risk is assessed accurately.  

4.1.2. Reasoning for 90-day publication delay 

One major critique of disclosing commercially sensitive information is the potential risk of ‘free-

riding’ or ‘copycat-funds’. This concern was initially highlighted in Wermers’ (2001) study in 

response to the SEC’s proposal of shortening reporting periods by 2004. Chen et al. (2016) 

stated that the presence of copycat funds in Australia is not a significant concern, but instead 

there are inherent benefits tied with copycat funds. They argued copycat funds can incentivise 

poor performing managers to increase performance by improving investment decisions or 

reducing fees. Currently, the standard to mitigate the risk of free-riding is to incorporate an 

appropriate publication time delay. The government should consider setting a maximum lag 

period, where portfolio managers can deliver their holdings and requests the information to be 
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held from general release at the end of the lag period. One argument against our 

recommendation of monthly portfolio disclosure is the risk of amplifying funds’ incentive to 

create copycat portfolios due to more frequent trading data. To address this concern, their 

ability to successfully construct a copycat portfolio largely depends on whether they can 

promptly incorporate private information. Given that managers in the US have discretion on 

the duration of the delay time, the effectiveness of copycat portfolio will be diluted if managers 

choose to increase the delay. Based on the maximum 90-day-lag period imposed by the SEC, 

we recommend imposing the same maximum lag period with the addition of lag-time discretion 

to help protect managers’ intellectual property.  

4.1.3. Reasoning for applying portfolio holdings disclosure to all managed investment schemes 

and not a ‘look-through’ approach 

The current scope of the Stronger Super disclosure regime is only limited to large 

superannuation funds; namely RSEs. In conversation, the FSC noted its primary motivation 

was to ascertain the size and global impact of the Australian funds management industry. One 

confounding factor that is inhibiting the FSC from doing this is the lack of data concerning 

overseas investment.40 The presence of portfolio holdings data should alleviate this data 

deficiency. However, the coverage of the proposed Stronger Super disclosure regime is only 

46 per cent of the reported managed fund industry. To ascertain the size and impact of foreign 

direct investments in Australia, a complete and unbiased population is required. This is 

consistent with ASIC Commissioner, Greg Tanzer’s speech in September 2014, where he 

stated:  

ASIC supports a portfolio holdings disclosure regime and the transparency it would 

bring, however … we would be supportive of portfolio holdings disclosure applying to 

managed investment schemes as well. (ASIC 2014). 

Morningstar also favours wider coverage of the disclosure requirement to all open-end funds, 

but it noted this hope is “dwindling” (Alpert et al. 2015).  

In order to encompass all managed funds in Australia, we recommend following the current 

regulatory structure imposed on US mutual funds. As emphasised in section 2.1, there are at 

least two types of SEC regulatory filings in the US. Form 13F covers only large institutional 

investors, while Forms N-Q and N-CSR (see Appendix 4) obligate all mutual funds to report 

their portfolio holdings. The latter forms have been used extensively in mutual fund research, 

whereas the former is commonly used for hedge fund research (seen in Appendix 2, Table B). 

                                                      
40 The Australian Bureau of Statistics does not consider foreign direct investments.  
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The major limitation of hedge fund research is the sample, as only large hedge funds that 

comply with the reporting requirements of Form 13F are obligated to report. In Australia, the 

likely same scenario will occur under the reporting standards of  APRA’s SRS 532.0, owith 

RSEs obligated to report their portfolio holdings through a look through mechanism. This 

means only investments that can be originally traced back to an initial investment by an RSE 

trustee are required to be disclosed. This creates an incomplete coverage of the funds 

management industry as not all assets held by a portfolio manager may satisfy the look-

through test. Compounding the incomplete coverage, a materiality threshold of 1 per cent of 

the assets of RSE was previously discussed in the Treasury’s 2013 discussion paper Better 

regulation and governance, enhanced transparency and improved competition in 

superannuation. ASIC warns that the existence of a threshold could provide incentives and 

opportunities for funds’ managers to manipulate their portfolio holding such as hiding 

problematic assets. To mitigate these concerns, the government should consider expanding 

the coverage of portfolio holdings disclosure to all managed investment schemes in Australia.  

4.2.  Recommendation 2: 

Information regarding managerial compensation and characteristics such as age, 

name and tenure should be electronically collected from all Australian fund 

managers.  

Building on section 2.2, Australia’s need to approach global best practices regarding 

disclosure amongst fund managers is paramount. Under global best practices, primarily the 

US and Taiwan as reported in the Morningstar 2015 Global Fund Investor Experience Report, 

funds are required to provide portfolio managers’ names and tenures. Additionally, portfolio 

managers in the US have an obligation to disclose their compensation structure, including any 

performance fee arrangements and the manager’s personal stake in the fund. Currently, 

Australia does not require any information about manager’s characteristics and compensation 

structure (Alpert et al. 2015). With information on managerial remuneration and 

characteristics, the following issues could be investigated in Australian funds: 

1. managerial behaviour in relation to agency theory such as rent extraction, empire 

building, tournament behaviour, risk-shifting behaviour (see Sections 2.1.3 and 2.2.3); 

2. fee disclosure;  

3. efficiency and competition in the funds management and superannuation industry. 
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4.2.1. Reasoning for managerial compensation data 

Literature linking executive compensation structure to fund performance and risk appetite is 

well documented in the US but not in Australia. This is due to a lack of mandatory requirements 

for Australian fund managers to disclosure their compensation structure. Studies from the US 

have shown that incentive fees (such as performance-based fees), stock option compensation 

and compensation based on a fixed or variable rate, influence managers’ risk appetites and 

consequently, fund’ performance (Carpenter 2000; Elton et al. 2003; Ma et al. 2015; Massa 

and Patgiri  2009). Given this literature, the fact that portfolio managers do not have any 

obligations to disclosure their compensation structure may instigate agency issues.  

Having access to managerial compensation data yields valuable insight on the underlying 

incentives of the portfolio managers and whether they align with stakeholders’ interests. As 

discussed in Sections 2.1.3 and 2.2.3, these agency issues such as risk-shifting, rent-seeking, 

empire building and tournament behaviour can be comprehensively investigated for Australian 

managed funds. Enhanced compensation disclosure may encourage stakeholders to switch 

funds, which may systemically stimulate competition and efficiency within the managed fund 

industry (to be further discussed in section 4.2.3). Agency issues associated with managerial 

compensation are toxic to the managed fund industry and could result in behaviour that is 

detrimental to the stakeholders. These effects are compounded by Australia’s unique 

superannuation industry, where more than $2.1 trillion in assets are currently under 

management. Misalignment between managerial incentives and investor interests could 

create long-term deterioration of Australian superannuants’ retirement savings. 

In the US, since March 2005, the SEC has required mutual fund managers to disclose their 

managerial compensation structure in the fund’s SAI. In addition, the SEC requires mutual 

fund managers to report their compensation structure in Forms DEF-14A, 10-K and N-CSR.41  

This was enacted to help improve transparency of the mutual fund industry with the objective 

of understanding portfolio managers’ incentives in managing a fund. Portfolio managers are 

required to disclose their salary, bonus and cash or non-cash or deferred compensation. For 

each category of compensation, portfolio managers are also required to describe whether (and 

how) the compensation is fixed, whether (and how) it is on a performance fee arrangement or 

whether (and how) compensation is structured based on the value of the portfolios’ assets 

under management. If compensation is based on a performance fee arrangement, managers 

                                                      
41 See Appendix 4, Form N-CSR, Item 8(a)(3). 
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are also required to disclose any benchmarks used to calculate performance and the duration 

of any declared performance measure.42  

Our recommendation stems from the recent disclosure requirement enacted by the SEC and 

the managerial compensation data deficiency in Australia. We recommend the government 

legislate a compensation disclosure requirement analogous to the US, as seen in the SAI. 

Specifically, we request information regarding managers’ compensation structure, with further 

descriptions of how compensation based on performance fee arrangement and assets under 

management are measured. Having access to these data will facilitate research on the 

incentives of Australian portfolio managers, with the economic imperative of improving 

transparency for all investors and stakeholders.  

4.2.2. Reasoning for managerial characteristic data 

The availability of managerial characteristics data, such as a fund manager’s name, tenure, 

qualification and education would enable investors, researchers and stakeholders to 

recognise exactly who is managing their money. Early research has shown that mutual fund 

manager characteristics in the U.S. are related to performance (Chevalier and Ellison 1999). 

From an investor’s perspective, further transparency regarding managerial characteristics and 

compensation would help investors make informed decisions regarding fund choice and 

promote investor’s confidence and trust. From a researchers’ perspective, having access to 

managerial characteristics and portfolio holdings data will enable researchers to ascertain the 

trading activity of portfolio managers on an individual level. 

As mentioned in Section 2.2.3, some studies outlined in table 1 require both portfolio holdings 

and managerial characteristics data; specifically the name of the portfolio manager. Having 

access to both of these pieces of information allows researchers to track the trading behaviour 

of individual portfolio managers on a longitudinal level. In conjunction with portfolio holdings 

data, the use of managerial names has been extensively used in the literature relating to 

managerial skill. For instance, the paper Time-Varying Fund Manager Skill by Kacperczyk, 

Nieuwerburgh and Veldkamp (2014) examined whether managers can time the market at 

different economic recessions and booms.43 Their study was inherently a longitudinal study 

because they tracked the same fund managers over time. Based on the names of the 

managers they were able to ascertain whether these managers exhibited skill in their stock 

picking ability during booms and recessions. Similarly, Cao, Goldie, Liang and Petrasek (2016) 

used portfolio managers’ names to evaluate whether these managers could deliver superior 

                                                      
42 Example of performance fee arrangements are high water mark and hurdle rate fee structures. 
43 Table 1, no. 6a & 6b. 
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performance based on managerial skills.44 Trading behaviour could be analysed with the 

availability of portfolio holdings and managerial characteristics. For example, Huang et al. 

(2011) examined the possible explanations as to why fund managers change their total risk 

exposure over time. In particular, they examined if managers are shifting their risk because of 

managerial skill or because of ill-motivated trades (that is, agency issues).  

In the US (and many other developed financial markets), managers report their characteristics 

in a fund’s SAI, simplified prospectus and various SEC filings. As a result, this information is 

readily available to the public. We recommend imposing the same regulatory requirements in 

Australia, where portfolio managers would periodically report their information along with 

portfolio holdings data. As per Form N-CSR, managers need to state their name, title and 

length of service.45 If portfolios are jointly managed, information including a description of each 

person’s role, and the relationship between each individual’s role and the roles of any other 

people with management responsibilities must be reported (SEC Form N-CSR, Item 8(a)(1). 

Having access to portfolio holdings data and managerial characteristics can allow 

researchers, investor and other stakeholders to shed light on the incentive and trading 

behaviour of portfolio managers. Moreover, enhanced transparency in Australia could promote 

efficiency and competition within the funds management industry while improving investor 

sentiment. 

4.2.3. Reasoning for improved competition and transparency in the Australian managed fund 

industry  

In March 2017, the PC released a draft report titled Superannuation: Alternative Default 

Models, addressing some of the issues with the current superannuation system. These issues 

were raised by the FSI in November 2014, which argued that the “superannuation system was 

not operationally efficient due to a lack of strong price-base competition” (Commonwealth 

Government 2014, p.89). The PC responded to this argument by presenting four different 

models for allocating members to superannuation funds, that may enhance competition 

between funds. Enhanced competition between rival funds is expected to drive product 

innovation, cost reductions, improve service quality and ultimately improve the long-term 

outcomes for members.  

The PC reported that the lack of competition is due to a combination of weak demand pressure 

exerted by members, and members’ passivity and disengagement because of the complexity 

of the superannuation system. These issues are a manifestation of either incomplete or 

                                                      
44 Appendix 2, Table B, no. 20a and 20b. 
45 See Appendix 4), Item 8(a)(1). 
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asymmetric information. Furthermore, the PC argued that these “information problems can 

create a risk of unhealthy and wasteful competition” which supports our contention of 

enhancing disclosure. Irrespective of the models postulated by the PC, careful consideration 

of regulation governing funds management disclosure should ultimately encourage efficiency 

and competition.  

A key area that needs improvement is better fee disclosure. ASFA lodged a submission to 

ASIC on September 4, 2015, outlining the poor disclosure of fund fees and cost (across 

investment and administration) in PDSs. Consistent with the PC, the complexity and diversity 

of investment options available may create confusion among the industry, consumers and 

advisers with regards to fees and cost disclosure. The PC also noted that there are missing 

or inconsistent data for some of the costs, which is likely to create misalignment between the 

underlying fees and cost charged to the members. 

In recent reports, ASFA, the PC and APRA outlined Australia’s need for better fees and cost 

disclosure (discussed in sections 2.2.2 and 4.2.3). A recent report commissioned by ISA stated 

that Australians are paying $31 billion every year in superannuation fees, with retail funds, 

managing just 29 per cent of assets of superannuation funds, are charging approximately 

$15.5 billion of that $31 billion (Rainmaker Consulting 2017). These factors make it imperative 

to test whether the high fees charged by active fund managers are appropriate and legitimate.  

Our recommendation of disclosing managerial compensation structure should provide further 

transparency as to how the fees and costs are structured. In the US, portfolio managers are 

required to disclose advisory fees tied to the performance of the portfolio, and how these fees 

are constructed (whether it is based on any benchmark and the length of the period over which 

this performance is measured) as seen in Item 8(a)(2)(iii) of Form N-CSR. Revealing this level 

of the disclosure provides an insight as to how the fees are constructed, which circumvents 

the criticisms regarding poor fee disclosure posited by ASFA and PC. The Deputy Chairman 

of APRA emphasised the need for greater transparency on how the costs of running the 

underlying funds are constructed (Rowell 2016). Recently, ISA Chief Executive David Whiteley 

stated that “Questions now need to be asked about the extent of fees that the banks are 

generating and whether it is legitimate and appropriate”.46 Ultimately, implementing 

compensation disclosure enables the industry, investors and advisers to ascertain whether 

the incentives of the managers are aligned with the members of the funds.  

                                                      
46 Obtained from http://www.smh.com.au/business/banking-and-finance/australians-paying-31-billion-in-super-fees-anually-

20170528-gwexb2.html on 29/05/2017 
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Another byproduct of enhanced disclosure of fees, managerial compensation, portfolio 

holdings and managerial data is the effect on the competitive environment of funds 

management. As mentioned previously, agency issues creating misalignment between the 

fund managers and the investors could lead to detrimental effects on not only the retirees but 

also on market sentiment. The PC is concerned that these informational problems (that is, the 

lack of disclosure and information availability) may increase the risk of wasteful and unhealthy 

competition in the fund's management industry. In particular, it is concerned with excessive 

advertising and product proliferation, which positively feedbacks on the already too complex 

system  

Wasteful and unhealthy competition can manifest in many different forms. Due to the 

‘tournament’ nature of the funds management industry, relative performance matters. On a 

fund level, tournament behaviour can be prevalent amongst poor performing fund managers, 

where they can engage in unhealthy and unproductive risk-shifting behaviour to compete with 

superior performing funds (Aragon and Nanda 2012). This exposure to greater risk is 

detrimental to the investors, where it could be compounded in the long run if this type of 

behaviour persists.  

As mentioned by the PC, excessive advertising could manifest from these informational 

problems. To further emphasise the tournament environment, window dressing is a concern 

that has been extensively examined in the recent literature. Although the mechanisms by 

which fund managers can window dress their funds are vast, the purpose is to improve the 

attractiveness of the fund around investment performance reporting periods. As a result, the 

effort and energy expended on improving the attractiveness of the fund is wasteful and 

unproductive for the long-term performance of the fund. This creates an agency issue between 

the fund managers and the investors. Ultimately, the economic implication of window dressing 

causes fund managers to deceptively manipulate the potential investors’ understanding of the 

actual performance of the underlying fund. Agarwal et al. (2014) showed that this behaviour 

is prevalent in managers with “poor past performance, possess little skill and incur high 

portfolio turnover and trade costs”. Given the emphasis on enhanced disclosure and 

competition by APRA and the PC, mandating portfolio holdings and managerial compensation 

structure can allow researchers to ascertain the magnitude of window dressing in the 

Australian managed fund industry.  

From a managerial perspective, the absence of managerial compensation structure reporting 

sets up a favourable environment for the fund managers. According to ISA, greater disclosure 

regarding the appropriateness and legitimacy of fees charged is necessitated. This issue is 

exacerbated in Australia due to the disengagement and informational issues between 
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members and their underlying fund. In alignment with the PC and APRA’s goal of improving 

fee disclosure, mandating compensation disclosure could shed light on the determinants of 

managerial compensation. Given that fund managers’ incentives are generally geared towards 

maximising fee income and private benefits, their agenda can conflict with shareholders’ 

objective of maximising returns.  

One potential conflict of interest between fund managers and shareholders is managers’ 

propensity to extract rents. Rent extraction occurs when managers extract excess 

compensation that exceeds the value of their service. An environment in which managers are 

not obligated to disclose their compensation structure may foster this behaviour. Kalyta and 

Margnan (2008) tested the relation between the quality of the compensation disclosure and 

the propensity of Chief Executive Officers (CEOs) to extract rents. They found that under well 

disclosed and monitored compensation regulation, the association with rent extraction by 

CEOs is weak. Conversely, under vague disclosure regulation, CEOs are more likely to extract 

rents. This study highlighted an important issue that could impact the integrity of the funds 

management and superannuation industry. Furthermore, as emphasised by ASFA and the 

PC, the need for superior fee disclosure is paramount. Therefore, the disclosure of managerial 

compensation structure is a means to justify whether the fees charged are appropriate and 

legitimate, based on performance indicators.  

Another potential conflict of interest between fund managers and shareholders is the 

managers’ propensity to engage in ‘empire building’ of the fund. This occurs when fund 

managers’ compensation is structured around assets under management, whereby managers 

will be inclined to aggressively grow their portfolio beyond its optimal size. The act of empire 

building has been shown to decrease operating performance and reduce firm value (Jensen 

1986). Hope and Thomas (2008) investigated the relation between earnings disclosure and 

the tendency for managers to overinvest (self-maximising behaviour). They found that when 

managers are not monitored (no obligation to disclose earnings), firms produce lower profit 

margins and have a lower firm value compared to when they are monitored. This emphasises 

the need for better transparency amongst fund managers, specifically, mandatory managerial 

compensation disclosure.  

Having access to managerial attributes and compensation data would facilitate research and 

create insight into managerial behaviour and whether it aligns with the interest of the investors. 

Furthermore, having access to portfolio holdings could yield potential insight on the 

mechanism by which fund managers engage in these behaviours. Given the potential 

research, the outcome could instigate further policy reform to improve the competitive 

environment and enhance efficiency within the Australian funds management industry 
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4.3. Recommendation 3.  

Portfolio holding disclosure, and managerial compensation and attributes reporting 

data should be electronically collected and managed by a centralised system 

affiliated with ASIC. 

4.3.1. Reasoning for ASIC 

Currently, APRA collects information on funds’ investment exposures through the Form SRF 

532.0 Investment Exposure Concentrations. In light of AIST’s comments regarding the 

collection and dissemination of superannuation data in Section 3.1.1., we strongly agree that 

APRA should not be solely responsible for the whole of government collection of this data. 

Given that Stronger Super is a regulatory requirement of the government, we believe an entity 

with better equipped (IT) infrastructure should oversee the data management. 

AIST strongly recommend the ATO should oversee the portfolio holdings data because it is 

equipped with large IT infrastructure. Although we agree with AIST’s recommendation of 

delegating the task to a better-equipped entity, we also believe it is more appropriate for ASIC 

to manage the managerial and portfolio holdings data. ASIC is an independent 

Commonwealth Government body, which operates under the Australian Securities and 

Investments Commission Act 2001 (Cth) (ASIC Act). Maintaining independence from the 

government allows for supervisory effectiveness, promoting stability, efficiency and fairness 

in the Australian financial system. At its core, ASIC is the regulator of Australia’s corporate, 

markets and financial services. its primary objectives are to:  

 maintain, facilitate and improve the performance of the financial system and 

entities in it; 

 promote confident and informed participation by investors and consumers in the 

financial system; 

 administer the law effectively and with minimal procedural requirements; 

 enforce and give effect to the law; 

 receive, process and store, efficiently and quickly, information that is given to us; 

 make information about companies and other bodies available to the public as 

soon as practicable. 47 

                                                      
47 Summarised on the ASIC website. For more information, see: http://asic.gov.au/about-asic/what-we-do/our-role/  
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We believe these objectives set out in the ASIC Act are appropriate and are within the scope 

of managing our recommended portfolio holdings and managerial data. ASIC’s operation 

works in close collaboration with the Corporation Act 2001 (Cth), under which the Stronger 

Super portfolio holdings disclosure requirements are legislated. One concern that AIST 

implicitly raised is the need for large IT infrastructure to collect, manage and disseminate data 

efficiently and quickly. As a result, we believe ASIC should be the responsible entity to oversee 

this, and we further recommend ASIC should set up an electronic centralised governing entity 

equipped with the suggested IT infrastructure to improve efficiency.  

4.3.2. Reasoning for a centralised reporting system: A case study of EDGAR 

A respectable example of a centralised reporting system in the US is the Electronic Data 

Gathering, Analysis and Retrieval system (EDGAR).48 In 1993, the SEC began mandating all 

regulatory filings to be submitted electronically through EDGAR. The main purpose of this 

system was to improve the efficiency and speed of the filing processing by the SEC, as well 

as to make corporate and financial information readily available to the financial community, 

investors and researchers. There is also a centralised website in Taiwan, where individual 

investors can access current and complete fund literature. 

There is currently no comparable system to EDGAR in Australia. Building upon the complexity 

of portfolio holdings data, we should adopt a similar governing structure for collection and 

dissemination of all funds management (not limited to superannuation funds) data. The AIST 

addressed various issues regarding the inefficiency of the proposed data collection method, 

where these were addressed in section 3.1.1.:  

a) difficult to use internet ‘portals’ for accessing the data; 

b) confidential data items were not isolated properly; 

c) consistency and compatibility of data items were issues.  

We believe the implementation of a comparable system to EDGAR would mitigate all of the 

above issues isolated by the AIST. The primary benefits of having a centralised system is to 

allow academics, investors and other stakeholders to readily access financial information 

efficiently (resolves issue (a)). As aforementioned in the context of EDGAR, the main purpose 

of an electronic centralised reporting system is to improve the efficiency and processing speed 

by the SEC. This was achieved by requesting fund managers to submit filings based on 

specific guidelines outlined by the SEC (see Appendix 4). This allows the SEC to specifically 

                                                      
48 For more information regarding EDGAR and the history of EDGAR, see: https://www.sec.gov/info/edgar/overview1100.htm  
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request financial information that is tailored towards the transparency needs of the investors 

and regulators (resolves issue (b)). This informational specificity creates consistency and 

efficiency for the processing and dissemination of regulatory data (resolves issue (c)). 

Furthermore, despite the initial investment cost to implement and manage this system, these 

costs are expected to decrease in the long run due to improvements in operational efficiency 

and technological advancement. 

5. CONCLUSION 

The aim of this ACFS paper has been to rectify data deficiencies in Australian funds 

management. To achieve this objective we need to identify data deficiencies, understand the 

impact of these deficiencies for Australian stakeholders, and recommend how to remedy 

important data shortcomings in the Australian funds management industry.  

We began by providing a brief overview of the primary data sources currently available for 

research in the selected area. Next, we identified obvious data availability deficiencies with 

reference to examples in comparable countries, using the best global published research in 

funds management to illustrate the public benefits of research obtained from utilising this data. 

We isolated the best, most impactful and hence most important global funds management 

journal articles and ascertained where no equivalent Australian study exists as a 

consequence of Australian data deficiencies.  

We provided a brief description of the prominent studies we isolated from the international 

literature and discussed their impact and significance; determined where no equivalent 

Australian data were available; and then argued why replicating these studies would be 

impactful in Australia with reference to the global studies. Finally, we focused on the potential 

ease of Australian data acquisition and discussed possible sources for the omitted Australian 

data; considering issues associated with enabling the provision of private and commercially 

valuable data for academic research; and identifying situations where data sharing among 

private entities may facilitate both research and socially beneficial economic outcomes. In 

order to inform our recommendations, we held meetings with industry and government 

stakeholders to gather information, inform our arguments and ultimately motivate our 

recommendations. 

We generated three key recommendations from this analysis:  

1. Monthly portfolio holding data should be electronically collected from all Australian 

managed funds and published with a 90-day delay (similar to information collected in the 

US using Form N-CSR). The benefit of monthly portfolio holdings data is to allow 
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stakeholders to observe the trading behaviour and performance of all Australian fund 

managers accurately.  

2. Information regarding managerial compensation and characteristics such as age and 

tenure should be electronically collected from all Australian fund managers (similar to 

information collected in the US using Form N-CSR). The benefit of providing stakeholders 

access to mandatory Australian fund manager compensation data will be to provide 

insights into manager incentives currently lacking in Australia, thus increasing 

transparency for investors and potentially enhancing the competitive environment and 

ultimately delivering better investment outcomes.  

3. Mandatory monthly portfolio holdings, managerial compensation data, and managerial 

characteristic data should be regulated by government and collected in a central 

government system (similar to EDGAR in the US). Mandatory funds management data 

filing in combination with a centralised government repository for this data will ensure that 

hitherto unavailable data will be accurate and can be easily and widely disseminated to all 

Australian stakeholders. 
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APPENDICES  

Appendix 1.  Methodology: Isolating data gaps in the Australian funds management 

literature 

A1.1. Choice of international literature  

To find all published journal articles, we used ProQuest and searched the best finance journals 

in the world49 for articles with the word ‘fund’ in the article from 2010 to 2016. In this way, we 

obtained an initial list of approximately 300 articles. Of these, we created a database of 

approximately seventy articles. These were chosen based on impact and relevance. 

A1.2. Database creating 

After applying filters, we analysed each paper using various criterion. We generated a 

database of these papers, and associated twenty-one fields with each paper to facilitate our 

comparative literature review.  

The fields we use in the database are provided in Table A. The fields permitted us to query 

the database to achieve our goal and identify the deficiencies in Australian primary data 

sources. Using the database, we can answer one central issue associated with the paper: 

Which Australian studies should be undertaken but have not due to lack of available 

data?  

In particular, we identified gaps in the literature as a consequence of missing Australian data. 

To find these deficiencies, we isolated those international studies where no Australian study 

has been completed due to lack of data availability. We then prioritised potential Australian 

replication studies by potential impact; ease of data acquisition and citations (including 

citations per year).  

If we consider the literature database fields in Table A, we focus on four to find the most 

relevant global studies with a view to identify Australian data deficiencies.  

The data fields used to do this are: (1) Australian data available from database is set to ‘No’; 

then the international studies worth replicating are ordered by (2) Impact (highest to lowest); 

(3) Ease of data acquisition (highest to lowest); and (4) Citations (per year) (highest to lowest). 

                                                      
49 These journals are categorized as A* in the Australian Business Deans Council Quality Journal List/ A** by Monash Business 

School: Journal of Finance, Journal of Financial Economics, Review of Financial Studies & Journal of Financial & Quantitative 

Analysis. 
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Table A. Fields and descriptors of the database.  

Field Description 

No.   

Authors List of all authors 

Journal Name of Journal 

Year  Year published 

Title Title of paper 

Citations/ Year How many citations per annum the paper has obtained 

Citations Total Number of citations the paper has obtained 

Fund Type 1. Hedge Fund,  
2. Institutional Investor,  
3. Mutual Fund,  

4. ETF,  
5. Pension Plan,  
6. Private Equity,  

7. Private Equity,  
8. Sovereign Wealth Fund,  
9. Venture Capital 

Major Category 1. Consumer Issues,  
2. Funds Management & 

the Economy,  

3. Market & Products,  
4. Performance,  

5. Practice of Funds 
Management 

Minor Category 1. Active Funds 
Management/Skill,  

2. Asset Allocation,  
3. Confidentiality,  
4. Consumer Decision 

Making,  

5. Corporate Governance, 
6. The Flow of Funds, 

Informed Trading,  
7. International Issues,  
8. Investment Strategies,  
9. Liquidity,  

10. Managerial Skill,  
11. Mergers & Competition,  
12. Performance 

Management,  
13. Reputation,  
14. Risk Management,  
15. Superannuation 

Data 
1. Mutual Fund Flow,  
2. Fund Class Level 

Returns,  
3. Fees,  
4. Expense Ratios,  
5. Default Spreads,  
6. Defined Contribution 

Plans, 
7. Mutual Fund Trustees,  
8. Investor Choice, 

9. Fund Holdings, 
10. Fund Returns,  
11. Fund net assets,  
12. Fund cash flows,  
13. Hedge fund returns, 

Hedge Fund Assets 
under management,  

14. hedge fund manager 
characteristics,  

15. Institutional Trades 

16. Lawsuits,  
17. Leverage Buyout data,  
18. Portfolio risk,  
19. Survey Results,  
20. Sovereign Wealth Fund 

Investment 
Announcements,  

21. Governance data 
(including 
voting/compensation),  

22. Initial public offer data 

Database 
1. Abel Noser Corporation,  
2. Altvest Hedge Fund 

Research,  
3. Annual 11-K Forms,  
4. Burgess,  
5. CRSP Mutual Fund Data,  
6. Morningstar, 
7. Factiva,  
8. Factset,  
9. LionShares,  
10. Hedge Fund Research 

(HFR),  
11. LIPPER-TASS,  
12. CISDM, 

13. Morningstar Principia Pro 
Mutual Fund,  

14. Prequel,  
15. S&P Capital IQ,  
16. Thompson Reuters: S12 

Mutual Fund Holdings,  
17. Pensions & Investments 

Survey Data,  
18. Trimtabs’,  
19. Combined Hedge Fund 

Data (CISDM, HFR, 
MSCI, TASS, Eureka),  

20. Westlaw,  
21. Datastream,  
22. Bloomberg,  

23. Institutional Shareholder 
Service (ISS),  

24. Mutual Fund Links ( MF 
Links),  

25. Private Equity 
Intelligence,  

26. Thomspon Reuters 
Mutual Fund Holding,  

27. Thompson Reuters SIC 
database,  

28. VentureXpert,  
29. CBOE,  
30. Nelson's Directory,  
31. Zoominfo,  
32. Zabasearch,  
33. Swedish Twin Registry 

Period/ 
Frequency 

 Year and Month,  

 Intraday,  

 Daily,  

 Monthly,  

 Quarterly,  

 Semi-Annual,  

 Yearly 

Impact (1-5) 5 - Most Impactful/1- Least Impactful 

Similar Study 
Completed in 
Australia?  

Yes/No 
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Notes: As per our methodology of this paper, this table represents the fields used to dissect the journal articles. A 

description of the field is presented in the next column. 

 

Australian Data 
Available 

Yes/No 

Australian Data 
Available from 
Database 

Yes/No 

Potential Source 
of Australian 
Data? 

1. Regulation,  
2. The government,  
3. ASIC,  
4. Not Available 

Ease of Data 
Acquisition (1-5) 

5- Easiest Acquisition/ 1- Most difficult Acquisition 

Impact of 
Australian 
Replication 
Study (1-5) 

5 - Most Impactful/1- Least Impactful 

Why Impactful? Explanation of the benefits to the Australian community of replicating the study 
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Appendix 2.  Studies isolated from database extended beyond top 10 

Table B: Which Australian studies should be undertaken but have not due to lack of available data? 
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1 RFS 2013 Out of the Dark: 
Hedge Fund 
Reporting Biases 
and Commercial 
Databases 

Aiken, Adam 
L.; Clifford, 
Christopher 
P.; Ellis, 
Jesse 

94 Hedge 
Fund 

Practice of 
Funds 
Management 

Confidentiality, 
Performance 

Hedge fund 
returns 
calculated using 
SEC filings, 
portfolio holdings 

Form 13F Filings 
SEC EDGAR 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 5 

2 RFS 2011 Risk Shifting and 
Mutual Fund 
Performance 

Huang, 
Jennifer; 
Sialm, 
Clemens; 
Zhang, 
Hanjiang 

249 Mutual 
Fund 

Practice of 
Funds 
Management 

Risk 
Management, 
Asset 
Allocation 

Stock holdings 
of mutual funds. 

Thompson 
Financial mutual 
fund holdings 
database 
(derived from 
SEC filings) 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 5 

3 RFS 2014 Window Dressing in 
Mutual Funds 

Agarwal, 
Vikas; Gay, 
Gerald D.; 
Ling, Leng 

40 Mutual 
Fund 

Practice of 
Funds 
Management 

Asset 
Allocation, 
Portfolio 
Performance 

Holdings of 
mutual funds 

Thompson 
Financial mutual 
fund holdings 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 4 

4 JFQA 2013 Why Do Hedge 
Funds Avoid 
Disclosure? 
Evidence from 
Confidential 13F 
Filings 

Aragon, 
George O.; 
Hertzel, 
Michael; Shi, 
Zhen 

43 Hedge 
Fund 

Performance Confidentiality Financial 
holdings of 
hedge fund 
companies 

Form 13F Filings 
(SEC), EDGAR 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 4 

5 JFQA 2010 Can Mutual Fund 
Managers Pick 
Stocks? Evidence 
from Their Trades 

Baker, 
Malcolm; 
Litov, 
Lubomir; 
Wachter, 

206 Mutual 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, Asset 
Allocation 

Portfolio 
holdings 

Thompson 
Financial mutual 
fund holdings 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 4 
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Prior to Earnings 
Announcements 

Jessica A.; 
Wurgler, 
Jeffrey 

(CDA/Spectrum 
S12) 

6 JF 2010 Genetic Variation in 
Financial Decision-
Making 

Cesarini, 
David; 
Johannesson
, Magnus; 
Lichtenstein, 
Paul; 
Sandewall, 
Örjan; 
Wallace, 
Björn 

150 Pension 
Fund 

Consumer 
Issues 

Consumer 
Decision 
Making 

Twin zygosity 
(dizygotic or 
monozygotic) 

Swedish Twin 
Registry 

N/A 1 4 

7 JFE 2010 Firm values and 
sovereign wealth 
fund investments 

Dewenter, 
Kathryn L.; 
Han, Xi; 
Malatesta, 
Paul H. 

137 Sovereign 
Wealth 
Fund 

Markets and 
Products 

Performance 
Measurement, 
Valuation 

Purchase 
transaction by 
SWFs 

Securities Data 
Corporation 
(SDC) Database 

Government, Future 
Fund transactions and 
announcement 

2 4 

8a JF 2014 Time-Varying Fund 
Manager Skill 

Kacperczyk, 
Marcin; Van 
Nieuwerburg
h, Stijn; 
Veldkamp, 
Laura 

178 Mutual 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, 
Performance 

Stock holdings 
data 

Thomson 
Reuters stock 
holdings 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings similar to 
N-30D 

2 4 

8b 
JF 2014 Time-Varying Fund 

Manager Skill 

Kacperczyk, 

Marcin; Van 

Nieuwerburg

h, Stijn; 

Veldkamp, 

Laura 

 

178 Mutual 

Fund 

Practice of 

Funds 

Management 

Managerial 

Skill, 

Performance 

Name of 

portfolio 

managers 

Morningstar, 

Nelson’s 

Directory of 

Investment 

Manager 

Regulation, need 

something similar to 

13-F, N-CSR, N-Q 

SEC Filings or 

Statement of 

Additional Information 

2 4 

9 JFE 2011 Friends or foes? 
Target selection 
decisions of 
sovereign wealth 
funds and their 
consequences 

Kotter, 
Jason; Lel, 
Ugur 

103 Sovereign 
Wealth 
Fund 

Practice of 
Funds 
Management 

Investment 
Strategy, 
Transparency 

SWF investment 
announcements 

Factiva Government, Future 
Fund transactions and 
announcement 

2 4 
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10a JFE 2016 Passive investors, 
not passive owners 

Appel, Ian 
R.; Gormley, 
Todd A.; 
Keim, 
Donald B 

57 Mutual 
Fund 

Performance Corporate 
Governance, 
Institutional 
Ownership 

Mutual fund 
holdings 

S12 Mutual fund 
holdings data 
(Thomson 
Reuters) 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 4 

10b JFE 2016 Passive investors, 
not passive owners 

Appel, Ian 
R.; Gormley, 
Todd A.; 
Keim, 
Donald B. 

57 Mutual 
Fund 

Performance Corporate 
Governance, 
Institutional 
Ownership 

Governance, 
voting, 
accounting and 
compensation 
data 

Institutional 
Shareholder 
Services (ISS), 
formerly known 
as Riskmetrics 

N/A 3 4 

11 RFS 2010 Internal Governance 
Mechanisms and 
Operational 
Performance: 
Evidence from Index 
Mutual Funds 

Adams, John 
C.; Mansi, 
Sattar A.; 
Nishikawa, 
Takeshi 

48 Mutual 
Fund 

Performance Corporate 
Governance, 
Organisational 
Form 

Fund's board of 
trustees 
(directors) 
information, 
including age, 
tenure, 
employment 
history and 
retirement status 

Statement of 
Additional 
Information, 
Form 485 

Industry, additional 
information with 
prospectus 

 
3 

4 

12 
 
 

JF 2013 Uncovering Hedge 
Fund Skill from the 
Portfolio Holdings 
They Hide 

Agarwal, 
Vikas; Jiang, 
Wei; Tang, 
Yuehua; 
Yang, 
Baozhong 

113 Hedge 
Fund 

Practice of 
Funds 
Management 

Confidentiality, 
Managerial 
Skill 

Confidential 
Holdings 

Original 13-F 
Filings and 
Amendments 
(SEC), EDGAR 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

13 JF 2015 Mandatory Portfolio 
Disclosure, Stock 
Liquidity, and 
Mutual Fund 
Performance 

Agarwal, 
Vikas; 
Mullally, 
Kevin A.; 
Tang, 
Yuehua; 
Yang, 
Baozhong 

17 Mutual 
Fund 

Performance Confidentiality Portfolio 
Holdings Data 

Thompson 
Financial mutual 
fund holdings 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

14 JF 2015 Mandatory Portfolio 
Disclosure, Stock 
Liquidity, and 
Mutual Fund 
Performance 

Agarwal, 
Vikas; 
Mullally, 
Kevin A.; 
Tang, 
Yuehua; 
Yang, 
Baozhong 

17 Mutual 
Fund 

Performance Confidentiality Portfolio 
Holdings Data 

N-30D and N-
30B2 
(throughout 
sample period). 
N-CSR and N-Q 
(post-May, 2004, 
regulatory 
changes) 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 
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15 JF 2014 Connected Stocks Antón, 
Miguel; Polk, 
Christopher 

112 Mutual 
Fund 

Funds 
Management 
and the 
Economy 

Asset 
Allocation, 
Portfolio 
Management 

Mutual fund 
holdings 

Thomson 
Reuters + CRSP 
Mutual Fund 
Database + 
Mutual Fund 
Links 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

16 JFE 2012 A unique view of 
hedge fund 
derivatives usage: 
Safeguard or 
speculation? 

Aragon, 
George O.; 
Martin, J. 
Spencer 

81 Hedge 
Fund 

Practice of 
Funds 
Management 

Informed 
Trading 

Holdings 
Disclosure 

Form 13F Filings 
(SEC), EDGAR 
database. 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

17 JF 2010 Mutual Fund 
Incubation 

Evans, 
Richard B. 

244 Mutual 
Fund 

Performance Performance 
Measurement 

Ticker-creation 
date (proxy for 
whether fund 
was incubated or 
not) 

NASD data Regulation, Industry 3 3 

18 JFQA 2011 Investing in Talents: 
Manager 
Characteristics and 
Hedge Fund 
Performances 

Li, Haitao; 
Zhang, 
Xiaoyan; 
Zhao, Rui 

101 Hedge 
Fund 

Practice of 
Funds 
Management 

Performance, 
Managerial 
Characteristic 

Manager 
characteristics 

Lipper (TASS) 
database 

Regulation 3 3 

19 JFE 
 
 

2012 Hedge funds as 
liquidity providers: 
Evidence from the 
Lehman bankruptcy 

Aragon, 
George O.; 
Strahan, 
Philip E. 

201 Hedge 
Fund 

Practice of 
Funds 
Management 

Liquidity Hedge fund 
holdings 

From 13F Filings 
(SEC), EDGAR 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

20a JFQA 
 
 
 
 
 
 
 

2016 What is the Nature 
of Hedge Fund 
Manager Skills? 
Evidence from the 
Risk-Arbitrage 
Strategy 

Cao, 
Charles; 
Goldie, 
Bradley A.; 
Liang, Bing; 
Petrasek, 
Lubomir. 

4 Hedge 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, 
Performance 

Hedge fund 
holdings 

From 13F Filings 
(SEC), EDGAR 
database 

Regulation, need 
something similar to 
13-F, N-CSR or N-Q 
SEC Filings 

2 3 

20b JFQA 2016 What is the Nature 
of Hedge Fund 
Manager Skills? 
Evidence from the 
Risk-Arbitrage 
Strategy 

Cao, 
Charles; 
Goldie, 
Bradley A.; 
Liang, Bing; 
Petrasek, 
Lubomir. 

4 Hedge 
Fund 

Practice of 
Funds 
Management 

Managerial 
Skill, 
Performance 

Name of 
Managers 

TASS, 
BarclayHedge, 
Hedge Fund 
Research 
Morningstar, 
CISDM and 
Bloomberg 

Regulation, need 
something similar to 
13-F, N-CSR, N-Q 
SEC Filings or 
Statement of 
Additional Information 

2 3 

Notes: This table outlines which Australian studies should be undertaken but have not due to lack of available data? Like Table 1, this table includes the full sample, which is 

inclusive of hedge funds and studies outside the top 10 most impactful. This table only captures replication impact rating of greater than 2. 
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Appendix 3.  Primary data source description available for research 

 

The primary data sources available in the best global literature, are listed in the “Database” 

field in Appendix 1, Table A. The primary data fields used in the best global literature, are 

listed in the “Data” field in Table A. Due to a large number of databases identified in the best 

global literature, this section will summarise the databases frequently used in managed fund 

research. 

A3.1. Mutual Funds 

A3.1.1. Mutual Fund Links (MFLINKS) 

MFLINKS is extensively used to examine data relating to mutual funds in the global best 

literature. MFLINKS is a common database, merging mutual fund equity holdings data from 

the Thomson-Reuters Mutual Fund holdings database (formerly known as CDA/Spectrum 12) 

with the mutual fund performance and expense information from the CRSP Survivorship-Bias-

Free US Mutual Fund Database.  

A3.1.2.   CRSP Survivor-Bias-Free US Mutual Fund Database50 

The CRSP Survivorship Bias-Free US Mutual Fund Database covers every open-ended 

mutual fund registered in the US. As the name suggests, the database is free from survivorship 

bias. This database began in December 1961. The available data include a history of the 

investment objectives, fee structure and the asset allocation of each mutual fund. Monthly 

information concerning total returns, total net assets, net asset values and dividends are 

available. This database is updated quarterly with a monthly lag.  

A3.1.3.   Thomson-Reuter Mutual Fund Holdings Database 

The Thomson-Reuters Mutual fund holding database provides information for all registered 

mutual funds in the US. This database began in 1997. The data cover all equity securities 

traded on NYSE/AMEX/NASDAQ, Toronto and Montreal. The data include names of the 

portfolio managers; security description; the volume of shares held; the market value of the 

holdings; the percentage of shares outstanding; and the holdings reporting date. This 

information is derived from mandatory SEC filings. 

                                                      
50 For comprehensive data pertaining to CRSP Survivor-Bias-Free Mutual Fund database includes is found here: 

http://www.crsp.com/products/documentation/data-descriptions  
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A3.1.4.   SEC Filings (N-CSR, N-Q) 

Mandatory SEC filings play a dominant role in the data availability of U.S. Portfolio holdings 

are derived from Forms N-CSR and N-Q. Form N-CSR require mutual funds to file their 

portfolio holdings and shareholder report at the end of the second and fourth fiscal quarter. 

Form N-Q was added in 2004, with mutual funds now also required to report their portfolio 

holding at the end of the first and third fiscal quarters. Effectively, in comparison to pre- May 

2004, mutual funds are now obligated to report quarterly from semi-annually.  

A3.2. Hedge Funds 

A3.2.1.   Lipper Hedge Fund Database (TASS)/ Hedge Fund Research (HFR)/ Centre for 

International Securities and Derivatives Markets (CISDM). 

The data covered in these databases typically cover historical price and performance data 

since fund inception, managerial background, fund structure and information about investment 

objectives. It is common that researchers use more than one database to study hedge funds 

because of the lack of regulation imposed on hedge funds (in contrast to mutual funds). There 

are no legal requirements for hedge funds to report performance data. Therefore, data are 

reported on a voluntary basis to these major hedge fund databases. 51 Additionally, due to lack 

of mandatory reporting, there are many issues and biases inherent in the databases. For 

example, survivorship bias, backfilling bias, smoothed returns, self-selection bias is common 

amongst databases.  

A3.2.2.   SEC Filings (Form 13F) 

Portfolio holdings data pertaining to hedge funds are inferior to data collected from mutual 

funds. Hedge funds are required to disclose their quarterly portfolio holdings to the SEC 

through Form 13F. As Form 13F only collects portfolio holdings from large institutional 

investors (those with more than $100 million in 13F securities and more than 10 000 shares 

with a market value exceeding $200 000), a significant proportion of funds will be excluded 

based on these requirements. Furthermore, as mentioned in Section 1.1, research relating to 

hedge funds is often confounded by data issues. 

 

 

                                                      
51 For more information concerning issues with hedge fund data sources, see Ackerman, McEnally, and Ravenscraft (1999), 

Liang (2000), Fund and Hsieh (2000, 2002) 
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Appendix 4.  SEC Form N-CSR  

Figure A. Template of SEC Form N-CSR.52 

  

                                                      
52 Every mutual fund manager is required to submit this form bianually to the SEC. 
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