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Fund Herding, Reputation Value of
Fund and Fund Discounts
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Many recent documents show fund managers present herding behavior and
fund discounts phenomena in the fund industry. This leads to the inquisition that

although herding was meant to raise the performance and profile of the company

the ultimate impact of herding may create a negative effect for the fun

reputation. Fund discounts may be the result of herding, under the concept that

the fund’s name is a transferable asset. The theoretic model of the

current paper
demonstrated that the absence of herding might create a better value for a fund’s
reputation as intangible asset. On the other hand, when the investment process
involves herding, the reputation value of the fund will become worthless despite

the fact that herdi

¢ may cause an increase in aggregate management fees
Herding can be used as an explanation for the fund discounts puzzle, especially

in closed-end fund discounts
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