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A Study of the Investment Style Extremity and Fund Performance

Abstract: In this paper, we examine the relationship between the extremity of fund investment
style and the performance of funds from a comprehensive perspective for the first time. We use the
investment style extremity index and the industry concentration index together as the measure of
investment style. We find that there exists negative relationship between the extremity of
investment style and performance of fund. According to this, we suggest that fund managers
should follow a steady investment style when they make investment decisions and decentralize the
investment. If the risk level or industry concentration of the investment portfolio is abnormally
high, the manager of this fund should make timely adjustment. Managers should maintain a
cautious attitude towards the portfolios with strong personal style.
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