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0.01187** | 0.0123*** —0.0226*** | —0.0189 ***
D (rank =5)
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Affiliated Funds’ Stockholding and Analyst Optimism

Jiang Bo, Zhou Mingshan

(School of Finance, Southwestern University of Finance and Economics, Chengdu 611130, China)

Abstract: This paper studies the impact of affiliated funds” Chong Cang stockholding
on the objectiveness of analysts’ recommendations and market reaction to this interests
conflict. It arrives at the following conclusions: firstly, the recommendations of affiliated
analysts on affiliated funds’ Chong Cang Gu are substantially more favorable than inde-
pendent analysts, and the optimism extent is positively related to the proportion of share-
holding, the size of affiliated fund companies and stock weight in affiliated fund compa-
nies’ portfolios; secondly, the optimistic recommendations of affiliated analysts mainly fo-
cus on Chong Cang Gu of funds with good performance, and the recommendations on new
funds and Chong Cang Gu of funds with poor performance are not significantly different
from ones of independent analysts; thirdly, investors cannot effectively recognize this in-
terests conflict, and affiliated analysts’ recommendations still have positive impacts on in-
vestor behavior; and there is no significant difference between short-term market reaction
of affiliated and independent analysts’ recommendations under the same recommenda-
tionss but the long-term investment value of affiliated recommendations are far lower than
the one of independent recommendations.

Key words: affiliated funds’ stockholding; analyst optimism; star-creating activity
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paper constructs a NKMP-DSGE model including heterogeneous hiring costs in formal and

informal sectors. The Bayesian impulse response function of exogenous shocks shows that
employment in formal and informal sectors has different responses to the same exogenous
shocks meaning the rationality of the consideration of the heterogeneity of different sec-
tors. The results of social welfare analysis indicate that the existence of informal sector im-
proves social welfare through the reduction in nominal price rigidity, but leads to the dete-
rioration of social welfare through unemployment hysteresis. And as a whole, the existence
of informal sector worsens social welfare. This finding provides theoretical reference for
current actively ongoing structural reform in labor market. It further investigates the effect
of structural reform in labor market. It points out that the reform is conducive to the
improvement of the performance of labor market whether in the long run or in the short
run.
Key words: heterogeneous hiring cost; informal sector; social welfare; structural
reform; labor market
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