








institutional share classes.

34The insignificance could be due to the well-documented fact that flow responses tend to be flat
(i.e., no significant outflow) for most funds with lower quintile performance.

35The coe cients in column 3a are computed using inputs in columnsla and 2a via (6). There-
fore, they do not have meaningful ¢-statistics. Their significance could be inferred based on the
significance of the participation e ect and that of the conditional ownership e ect.

36We look at the subsample separately because the economic interpretation of d;; = 0 might be
di erent for a directors who does not own any fund shares, versus a director who does not invest
in one particular fund (while owning shares in some other funds).

3TFor example, if a director evenly distributes ownership among all funds he oversees and there
are twice as many equity funds as bond funds, then his ownership in equity funds will be twice
as much as that in bond funds, but conditional on the style (equity vs. bond) of the fund, his
ownership is no di erent.

38Given that this variable is bounded between 0% and 100%, our regressions adjust for censoring.

39 A sensitivity check using the sum of expense ratio and one seventh of the average loads for retail
shares within the fund yields very similar results. Annualizing load charges over seven years is a
common practice to amortize the buying cost into the total investment cost (ICI (2004)). Because
the alternative expense measure is only applicable to a subset of load funds and it is unlikely that
directors will turn a load fund into a no-load fund, we choose to report the pure expense ratio
results on the full sample. We also cross-check our sample with the CRSP database for fee waiver
information. Our results are virtually unchanged if we exclude the seven funds that reported fee
waivers.

40During our sampling period, mutual funds, especially those from large fund families, were
under pressure from the regulators and the press to increase their board independence. In 2003,
the median %Disinterested of funds from the top 25 fund families is 82%, and 15% of them have
100% disinterested directors. In comparison, the median % Disinterested reported by Tufano and
Sevick (1997) (a sample of funds from large fund families in 1992) is 71%, and no fund has 100%.

Among funds from smaller fund families (non-top 25), which we suspect are slower in catching
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up on independent representation on boards, the median is 75% and a negative relation prevails:
fees are expected to drop 11 basis points when the percentage of independent directors increases
from 50% to 75% of the board (significance at 1%). Thus, the positive relation between board
independence and expense in the whole sample is mostly driven by funds from large fund families.
4 For example, almost all mutual funds specializing in real estate securties displayed significantly
positive Alpha in 2003, and qualify as superior performers by the Alpha metric. However, by the

ranking measure, only performance above the category median is deemed superior.
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Table |
Variable Definitions and Summary Statistics

Panel A: Definitions of Main Variables

Variable Name Unit Definition

Director and board information:

Ownership $1,000  Amount of mutual fund shares in thousands of dollars owned by directors. In most analysis,
ownership is measured at the fund-director pair level, and is reported as an interval. Ownership at
the fund level is the total ownership by all directors of a fund. Ownership at the director level is
director total ownership aggregated over all funds s/he oversees. Ownership (total) at the fund
family level is the total ownership by all directors in all funds in the family. Ownership (average
per fund) at the family level is the fund-level ownership averaged over all funds within a family.
All aggregate ownership figures are calculated by setting an individual director's ownership in a
fund as the midpoint of the reported interval, or as $150,000 for the top interval of >$100,000.

Chair Dummy =1 if the director is the chairperson of the board

Interested Dummy =1 if the director is an interested person

DirAge Year Age of the director

DirTenure Year Tenure of the director in the mutual fund

#Overseen # Number of funds overseen by the director (may have out-of-sample funds)

#Dir # Number of directors on a fund's board

%0wn 0-1 Proportion of directors owning shares in the fund

%Disinterested 0-1 Percentage of disinterested directors on a fund's board

Ownlnterested $1,000 Total ownership by interested directors in a fund

OwnDisinterested $1,000 Total ownership by disinterested directors in a fund

CompFund $ Directors’ compensation in dollars from the fund

Fund information:
(i) Investor clientele

%Institution 0-1
FlowSensivity %

(i) Fund asset style

Equity Dummy
Growth Dummy
SmallLowgrade Dummy
%Topl0 0-1
%International 0-1

(iii) Active management
IndexFund Dummy
Rsqr 0-1
Turnover 100%
(iv) Performance

FutAlphal %
PastAlphal %
Alphal %
PastRank 0-100
Rank 0-100
FutRank 0-100

(v) Management

Proportion of fund assets in institutional share classes

Effect of fund return being one quintile higher on the fund flows as a percentage of total fund
assets.

=1 if primarily invested in equities

= 1 if primarily invested in growth stocks

= 1 if primarily invested in small stocks (equity) or low grade bonds (fixed income)
Proportion of the top 10 securities to the total portfolio value

Proportion of the portfolio value invested in non-American securities

= 1if an index fund
R? from regressing a (non-index, non-money-market) fund's monthly returns on the benchmark
index

Annual turnover rate

Alpha from the market model for the next year

Annualized alpha from the market model during the years (up to three years) before the SAIl year
Alpha from the market model for the current year

Rank of return during the past year within the MorningStar category

Rank of current-year return within the MorningStar category

Rank of return during the next year within the MorningStar category
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Variable Name Unit Definition

MgrTenure year Average management tenure

MgrTeam # Number of managers in the team

(vi) General

FundAsset $1 million Total assets under fund management in millions of dollars
FundAge Year Number of years since fund inception date

LoadFund Dummy =1 if the fund charges loads for retail shares

Load % Total load charges (front + back end) of retail shares of the fund
Expense % Sum of expense ratio and 12b-1 fee of the fund

Family information:

DefCompPlan Dummy =1 if the fund offers directors a deferred compensation plan
CompFam $ Compensation in dollars from the fund family

FamAsset $ million Total assets under management of the fund family

%Dirl00K % Percentage of directors in a fund family that have total ownership above $100,000

Panel B: Summary Statistics

Mean Std Dev 5% 25% 50% 75% 95%
Directors and board information:
Ownership (Fund-director level) 14 39 0 0 0 0 150
Ownership (Fund level) 126 215 0 0 15 155 515
Ownership (Director level) 267 516 0 0 90 300 1,050
Chair 0.11 0.31 0.00 0.00 0.00 0.00 1.00
Interested 0.22 0.41 0.00 0.00 0.00 0.00 1.00
#Dir 8.69 2.97 5 7 8 11 13
DirAge 61.72 10.17 44 56 62 69 77
Interested 56.13 10.76 40 48 56 64 74
Disinterested 63.48 9.31 47 58 64 70 77
DirTenure 8.70 6.61 1 4 12 21
Interested 8.95 7.04 1 4 12 21
Disinterested 8.62 6.47 1 4 7 12 22
#Overseen 40.37 50.48 1 5 20 61 123
Interested 37.89 55.06 1 3 11 57 138
Disinterested 41.16 48.92 1 6 23 64 115
CompFund 3079 7,259 0 94 1,061 2,641 13,091
Interested 538 2,746 0 0 0 0 2,045
Disinterested 7,027 12,066 0 942 2540 7,276 29,250
%0wn 0.23 0.29 0.00 0.00 0.13 0.33 0.88
Interested 0.24 0.38 0.00 0.00 0.00 0.50 1.00
Disinterested 0.22 0.30 0.00 0.00 0.00 0.33 1.00
%Disinterested 0.79 0.11 0.63 0.71 0.77 0.86 1.00
Ownlnterested 52.2 101.6 0.00 0.00 0.00 75 300
OwnbDisinterested 73.5 148.1 0.00 0.00 0.00 800 340.5
Fund information:
(i) Investor clientele
%Institution 0.12 0.26 0.00 0.00 0.00 0.04 0.86
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Mean Std Dev 5% 25% 50% 75% 95%

FlowSensitivity 0.17 1.77 -0.24 0.01 0.05 0.12 0.71
(if) Fund asset style
Equity 0.61 0.49 0.00 0.00 1.00 1.00 1.00
Growth 0.25 0.43 0.00 0.00 0.00 1.00 1.00
SmallLowGrade 0.11 0.32 0.00 0.00 0.00 0.00 1.00
%International 0.13 0.28 0.00 0.00 0.01 0.07 0.93
%Topl0 0.31 0.18 0.12 0.19 0.26 0.37 0.68
(iii) Active management
IndexFund 0.04 0.20 0.00 0.00 0.00 0.00 0.00
Rsqr 0.83 0.22 0.36 0.81 0.91 0.96 0.98
Turnover 111 2.09 0.07 0.27 0.63 1.20 3.28
(iv) Performance
PastRank 47.48 25.29 6 28 50 64 92
Rank 46.81 26.16 5 25 50 64 92
FutRank 47.24 25.97 6 26 50 65 92
PastAlphal 0.90 9.70 -14.61 -3.36 0.90 3.26 15.59
Alphal 2.80 8.77 -10.56 -1.99 3.60 6.58 15.51
FutAlphal 2.87 7.64 -8.78 -0.72 3.23 6.31 14.48
(v) Management
MgrTenure 5.64 3.91 1.00 3.00 5.00 7.30 12.90
MgrTeam 1.83 1.13 1.00 1.00 1.00 2.00 4.00
(vi) General
FundAsset 1,234 3,935 14 88 289 903 5,085
FundAge 12.64 10.44 3 6 10 16 32
Load 2.20 1.76 0.00 0.00 2.81 3.81 4.73
Expense 1.34 0.53 0.50 1.02 1.31 1.68 2.18
Family information:
Ownership (Total) 2,507 4,243 0 183 1,050 2,790 11,238
Ownership (Average per fund) 198 261 0 21 100 242 747
%Dirl100K 54.7% 32.8% 0.0% 25% 57.1% 83.3% 100.0%
DefCompPlan 0.22 0.42 0.00 0.00 0.00 0.00 1.00
CompFam 63,435 71,054 0 4,150 45,000 98,496 196,868

Interested 11,083 42,954 0 0 0 0 77,190

Disinterested 79,857 70,374 2000 24,500 65,250 115,375 206,611
FamAsset 25,502 71,483 13 308 2,521 22,122 89,434
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Table 11

Determinants of Director Ownership at the Fund-Director Level
Panel A: Participation and Level of Ownership

All variables are defined in Table I(A). Column (1) applies the probit regression, where the dependent variable is a dummy variable equal to one if the ownership of a
fund-director pair is positive. Marginal probabilities reported in column (1c) represent the effects on the probability (in percentage points) of a unit change in the
independent variables from their respective sample-average values. Column (2) uses an interval tobit regression (to account for top coding of ownership) where the
dependent variable is ownership in log dollars, and the analysis is constrained to the subsample with positive ownership. Marginal effects reported in column (2c)
represent the effects, in $1,000, on ownership (conditional on participation) of a unit change in the independent variables from their respective sample-average values.
Column (3a) (“Unconstrained” model) calculates the marginal effects on the unconditional ownership without assuming that the independent variables have the same
effect on participation and on conditional ownership decisions (using coefficients from (1a) and (2a), t-statistics are not applicable). Columns (3b) and (3c)
("Constrained" model) estimate the effect using the two-sided Tobit interval regression (to account for censoring of zero and top coded ownership observations), assuming
that the independent variables have the same effects on participation and on conditional ownership. In all regressions, standard errors adjust for heteroskedasticity and
within-cluster correlation among all observations belonging to the same fund. Total number of observations is reported, as well as the number of left- (zero ownership)
and right- (top coded) censored observations where applicable. ** and * indicate significance at equal to or less than the 5% and 10% levels.

Dependent Variable I(Ownership>0) In(Ownership | Ownership>0) Unconditional Ownership
(1a) (1b) (1c) (22) (2b) (2¢) (3a) (3b) (3¢)
Marg. Prob Marg. Effect  Unconstrained Constrained
Coef x100 t-stat (%) Coefx 100  t-stat ($1,000) ($1,000) ($1,000) t-stat

Fund characteristics:
(i) Investor clientele

%Institution (0-1) -66.64"  -8.73 -19.75 -4.39 -0.21 -6.30 -29.66 -53.54"™ -8.04

FlowSensitivity -2.24" -2.65 -0.66 11.36" 1.92 16.29 2.63 -1.49” -1.98
(i) Fund asset style

Equity 42.40” 8.40 12.00 30.77" 2.21 44.12 27.69 36.65" 8.65

Growth 3.69 0.82 1.10 -0.25 -0.02 -0.36 1.49 3.08 0.84

SmallLowGrade 12.02" 1.95 3.69 12.91 0.94 18.51 9.17 11.23" 2.24

%International -3.51 -0.47 -1.04 35.15" 1.93 50.41 9.59 1.16 0.19

%Top10 -17.31 -1.48 -5.13 -21.25 -0.62 -30.46 -14.04 -15.91 -1.62
(iii) Active management

IndexFund -50.777  -3.15 -12.21 48.13 1.18 69.01 -6.37 -41.58" -3.02

Rsqr -36.427  -2.91 -10.79 44.00 1.17 63.08 -1.59 -29.16™ -2.79

Turnover 1.92" 2.07 0.57 -3.15 -0.97 -4.52 -0.18 1.32" 1.65
(iv) Performance

PastAlphal 1.38 0.80 0.41 9.96™ 2.18 14.28 3.72 261" 1.87
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Dependent Variable

I(Ownership>0)

In(Ownership | Ownership>0)

Unconditional Ownership

(1a) (1b) (1c) (2a) (2b) (2¢) (3a) (3b) (3¢)
Marg. Prob Marg. Effect  Unconstrained Constrained
Coef x100 t-stat (%) Coef x 100  t-stat ($1,000) ($1,000) ($1,000) t-stat
Alphal 1.70 0.79 0.50 8.35 1.60 11.97 3.35 2.45 1.32
FutAlphal 2.27 0.82 0.67 12.90° 1.84 18.50 5.03 2.82 1.22
(v) Management
MgrTenure -0.22 -0.48 -0.06 557" 5.31 7.98 1.66 0.62" 1.70
MgrTeam 8.86" 5.17 2.62 -11.62" -2.52 -16.66 0.10 5.54" 4.22
(vi) General
FundAsset (log) 19.22  13.08 5.70 40.317 11.18 57.80 20.86 18.63” 14.38
FundAge (log) 11.39" 3.53 3.38 -31.48™ -4.10 -45.14 -5.09 5.84" 2.23
LoadFund -3.68 -0.88 -1.10 -55.59™ -5.27 -79.70 -19.08 -7.927 -2.19
Director characteristics
Chair 14.88" 5.23 461 61.53" 5.93 88.22 25.70 20.29" 7.84
Interested 13.72" 4,97 4.19 157.097  15.84 225.25 55.32 28.45" 10.57
DirAge 0.18 1.30 0.05 0.89" 1.87 1.28 0.36 0.22 1.74
DirTenure 1.647 8.13 0.49 4.23" 7.60 6.06 2.03 1.68" 9.57
#Overseen 033" -11.67 -0.10 -0.53" 712 -0.75 -0.30 -0.31 -12.50
Other:
DefCompPlan 24.00” 6.11 7.11 -53.24™ -5.04 -76.34 -6.59 15.707 4,92
Year2003 -3.49” -1.97 -1.03 17.23" 3.15 24.70 3.95 -0.89 -0.60
#obs, # Left- and right-censored 39,467 -- -- 9,751 0 2,678 39,468 29,741 2,678
Pseudo R? 0.12 -- --
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Panel B: Choices among Alternative Funds

All variables are as defined in Table I1(A) except 1/#QOverseen (in sample), which is the inverse of the number of funds a
director oversees within our sample. The dependent variable is the share (between 0 and 100%) of a director’s total
investment in the funds s/he oversees (within the sample) for director-fund pairs, and is considered zero if the total
investment by the director is zero. Independent variables that do not vary among observations belonging to the same director
(such as age) are not included. Column (1) uses the full sample, while column (2) uses the subsample of fund-director
observations where the director’s total ownership (across all the funds s/he oversees within the sample) is positive. Standard
errors adjust for heteroskedasticity and within-cluster correlation at the director level. Total number of observations is
reported, as well as the number of left- (zero ownership) and right- (100% of a director’s total ownership being in one fund)
censored observations where applicable. ** and * indicate significance at equal to or less than the 5% and 10% levels.

(1) Full Sample (2) Positive Director Total Ownership
COEF t-stat COEF t-stat
Fund characteristic:
(i) Investor clientele
%Institution -10.26™ -6.34 -7.26" -5.45
FlowSensitivity -0.15™ -6.33 -0.13” -751
(i) Fund asset style
Equity 10.33™ 12.53 8.64" 12.25
Growth 0.25 0.45 -0.73 -1.50
SmallLowGrade 2.49™ 3.32 353" 5.42
%International -2.397 -2.62 -1.51" -1.90
%Top10 -6.42"" -3.77 572" -3.89
(iii) Active management
IndexFund -5.38" -2.06 -1.26 -0.57
Rsqr -3.81" -1.92 -1.25 -0.74
Turnover 0.23 1.22 0.62" 3.34
(iv) Performance
PastAlphal 0.13 0.43 -0.56" -2.04
Alphal -0.05 -0.13 -0.50" -1.66
FutAlphal 1.157 2.05 0.32 0.89
(v) Management
MgrTenure 0.00 -0.03 -0.09 -1.36
MgrTeam 246" 9.07 1.29™ 5.58
(vi) General
FundAsset (log) 462" 17.36 3417 15.76
FundAge (log) 1.93” 4.10 2.02” 5.05
LoadFund 217" 2.25 1.92” 2.48
Director characteristics
Chair 3.077 1.99 1.28 1.04
Interested 0.93 0.79 -0.09 -0.09
DirTenure 0.39” 5.79 0.23" 4.23
1/#Overseen (in sample) 96.87" 26.72 169.05™ 43.01
#obs 39,818 33,417
#Left and right censored 30,061 346 23,661 346
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Panel C: Cross-family Analysis

All variables are defined in Table I(A), except that the fund/director characteristic variables are averaged or aggregated over
all funds/directors within a family-year (with the exception of family age which is defined as the age of the oldest fund in the
family). The dependent variable in columns (1) and (2) is the total director ownership in a family-year in millions of dollars.
The dependent variable in columns (3) and (4) is the percentage of directors in a family year that hold more than $100,000 in
the family funds. Estimations in columns (3) and (4) adjust for censoring at 0% and 100% using the two-sided Tobit method.
Columns (1) and (3) list all family-level counterparts to regressors in Table 11(A), while columns (2) and (4) keep a subset of
variables that have a natural interpretation as family-level characteristics variables. ** and * indicate significance at equal to
or less than the 5% and 10% levels.

Total Ownership ($ mil.) %Dir>$100K

(1) 2) 3) (4)
COEF t-stat COEF t-stat COEF t-stat COEF t-stat

Fund family characteristic:
(i) Investor clientele

%Institution -1.887 -264 -1.807 -3.41 -0.09 -096 -015 -1.53
FlowSensitivity -1.007  -249  -0.937 -2.90 -0.02 -042 -002 -0.34
(ii) Asset style
Equity 0.89 0.74 - -- 017 1.36 -- -
Growth 0.74 1.36 -- -- 011 121 -- -
SmallLowGrade 0.60 0.68 -- -- -0.04 -0.33 -- --
%International 0.22 0.20 -- - 057 -2.82 -- --
%Topl0 1.57 0.85 -- -- 0.627 2.38 -- --
(iii) Active management
IndexFund 2.10 0.89 -- -- 0.37 1.05 -- --
Rsqr -0.04 -0.02 -- -- 05  1.65 - -
Turnover -0.12" -1.83 -- -- -0.04" -2.35 -- --
(iv) Performance
PastAlphal -0.06 -0.29 -- - 004 1.09 -- --
Alphal -0.03 -0.12 -- -- 0.09” 212 -- --
FutAlphal 0.07 0.25 - -- 005 0.87 -- -
(v) Management -- -- -- --
MgrTenure -0.04 -1.02 - . 0.03” 3.63 - .
MgrTeam 0817  -2.28 -- - -0.13" -2.06 -- --
(vi) General
FamAsset (log) 1177 584 106" 570 013" 801 0117 7.34
FamAge (log) 1.52 1.13 0.61 0.66 -0.04 -021 035 1.99
LoadFund 0.02 0.04 013  -024 -011" -193 -0137 -215
Director characteristics:
%Interested 5.60" 305 6507  3.63 -0.14 -067 010 0.46
DirTenure 0.117 264 0117 282 000 038 000 -0.20
#Overseen -0.51 099  -041 -1.15 -0.03 -0.94 -0.08" -3.40
Other:
DefCompPlan 3.197 431  3.097 460 01 173 006 1.04
Year2003 -0.36 -071  -032 -0.85 004 -072 -001 -0.16
#0bs and R? 240 0.53 260  0.517 240 -- 260
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Table 111
Ownership of Interested and Disinterested Directors
Panel A: Participation and Level of Ownership

This table repeats the analyses in columns (1a)-(1c) and (3b)-(3c) of Table I1(A) except estimated separately on the subsamples of interested and
disinterested directors. ** and * indicate significance at equal to or less than the 5% and 10% levels.

Interested Directors Disinterested Directors
Dependent Variable I(Ownership>0) Ownership ($1,000) I(Ownership>0) Ownership ($1,000)
(1a) (1b) (1c) (22) (2b) (33) (3b) (3¢) (4a) (4b)
Marg. Pr Marg.
Coefx100  t-stat (%) Coef t-stat  Coefx100 t-stat Pr(%) Coef t-stat
Fund characteristics:
(i) Investor clientele
%Institution -34.24™ -3.16 -10.66 -49.10" -2.70 73327 -8.90 -21.29 -48.97" -8.30
FlowSensitivity -0.30 -0.29 -0.09 0.72 0.39 2827 297 -0.82 -1.81" -2.70
(if) Fund asset style
Equity 37.03” 5.47 11.04 61.72" 5.51 44.047 817 12.20 31.12"7 8.52
Growth 9.34 1.55 2.95 15.28 1.58 1.88 0.38 0.55 0.90 0.27
SmallLowGrade 21.45" 2.54 7.06 38.31" 2.81 9.01 1.35 2.69 6.44 1.47
%International 19.60" 1.89 6.10 29.11" 1.74 -9.52 -1.18 -2.77 -2.10 -0.39
%Top10 -23.02 -1.54 -7.16 -33.76 -1.37 -14.98  -1.20 -4.35 -12.08 -1.45
(iii) Active management
IndexFund -30.88 -1.55 -8.59 -42.49 -1.31 -54.49”  -3.03 -12.55 -37.64" -2.99
Rsqr -33.44™ -2.00 -10.41 -41.77 -1.52 -35.19”  -2.61 -10.22 -23.677 -2.61
Turnover 3.96" 221 1.23 457 1.50 1.44 1.42 0.42 0.67 0.95
(iv) Performance
PastAlphal 1.21 0.51 0.38 6.30" 1.66 1.43 0.75 0.41 1.82 1.47
Alphal 2.39 0.78 0.74 6.15 1.22 1.18 0.51 0.34 1.47 0.92
FutAlphal 0.32 0.08 0.10 3.10 0.48 3.10 1.03 0.90 2.95 1.47
(v) Management
MgrTenure 0.97 1.58 0.30 2.76" 291 -0.57 -1.18 -0.16 0.28 0.86
MgrTeam 550" 2.50 1.71 3.66 1.08 9.58" 5.30 2.78 5.60" 4.82
(vi) General
FundAsset (log) 21.04" 10.79 6.55 35.90" 10.57 18.707  11.87 5.43 15.19” 13.40
FundAge (log) 5.58 1.29 1.74 1.02 0.15 13.32”  3.80 3.87 6.31" 2.75
LoadFund 8.81 1.52 2.72 1.32 0.14 -5.00 -1.09 -1.46 -6.44" -1.99

Director characteristics:
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Interested Directors Disinterested Directors

Dependent Variable I(Ownership>0) Ownership ($1,000) I(Ownership>0) Ownership ($1,000)

(1a) (1b) (1c) (2a) (2b) (32) (3b) (3¢) (4a) (4b)
Marg. Pr Marg.
Coefx100  t-stat (%) Coef t-stat Coefx100 t-stat Pr(%) Coef t-stat
Chair 29.20" 6.46 9.39 60.92" 8.18 -2.72 -0.59 -0.78 1.36 0.41
DirAge -0.65" -2.45 -0.20 -1.33" -3.06 0.40™ 2.38 0.12 0.49™ 3.83
DirTenure 2517 6.38 0.78 4.09” 6.73 1.357 5.91 0.39 1.25" 7.54
#Overseen -0.50™ -13.49 -0.15 -0.85" -12.14 -0.28"  -8.98 -0.08 -0.21" -10.02
Other:
DefCompPlan 15.80" 2.85 4.94 27.34" 3.01 27457 6.44 7.95 13.78" 4.88
Year2003 -1.28 -0.46 -0.40 1.67 0.37 -338° -1.79 -0.98 -0.54 -0.43
#obs 8,263 8,263 31,204 31,204
#L eft and right censored -- -- 5,982 1,193 -- -- 23,759 1,485
Pseudo R? 0.17 0.12
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Panel B: Choices Among Alternative Funds

This table repeats the analyses in column (1) of Table 11(B) except estimating separately on the subsamples of disinterested
and disinterested directors. The dependent variable is total ownership in million dollars. ** and * indicate significance at
equal to or less than the 5% and 10% levels.

(1) Interested Directors (2) Disinterested Directors
COEF t-stat COEF t-stat
Fund characteristics:
(i) Investor clientele
%Institution -0.72 -0.22 -12.74™ -6.90
FlowSensitivity -0.07 -1.61 -0.17" -6.98
(i) Fund asset style
Equity 7.917 5.47 11.137 11.31
Growth 0.71 0.71 0.08 0.13
SmallLowGrade 3.85" 2.76 1.92” 2.19
%International 0.37 0.23 -3.377 -3.09
%Top10 -9.04” -2.81 -5.53" -2.78
(iii) Active management
IndexFund 1.21 0.28 750" -2.42
Rsqr 0.45 0.13 -4.87" 211
Turnover 0.46 1.02 0.13 0.68
(iv) Performance
PastAlphal 0.37 0.62 0.09 0.25
Alphal 0.25 0.32 -0.15 -0.34
FutAlphal 0.82 0.92 1.317 2.47
(v) Management
MgrTenure 0.27 1.95 -0.10 -1.11
MgrTeam 1.72” 3.50 2.72" 8.57
(vi) General
FundAsset (log) 4.38" 9.00 469" 14.86
FundAge (log) -0.34 -0.39 2.717 4.97
LoadFund 2.13 1.55 2.28" 1.91
Director characteristics:
Chair 411" 2.22 0.45 0.19
DirTenure 0.36" 2.88 0.38” 4.82
1/#Overseen (in sample) 94.63" 17.33 96.92" 21.23
#obs 8,398 31,419
#Left and right censored 6,106 76 23,955 270
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Panel C: Cross-family Analysis

The table repeats the analysis in Table 11(C) separately for interested and disinterested directors. ** and * indicate

significance at equal to or less than the 5% and 10% levels.

Interested Directors ($ mil.)

Dislnterested Directors ($ mil.)

COEF t-stat COEF t-stat COEF t-stat COEF t-stat

Fund family characteristic:
(i) Investor clientele

%Institution -0.37 -1.15 -0.45 -1.99 -1.52™ -3.22 -1.357 -3.85

FlowSensitivity -0.39” -2.15 -0.34™ -2.40 -0.61" -2.67 -0.60” -3.12
(ii) Asset style

Equity -0.18 -0.39 -- -- 1.07 1.28 -- --

Growth 0.38 1.63 -- -- 0.36 1.04 -- --

SmallLowGrade 0.29 0.78 -- -- 0.31 0.57 -- --

%International 0.56 1.24 -- -- -0.34 -0.43 -- --

%Topl0 0.48 0.63 -- -- 1.09 0.93 -- --
(iii) Active management

IndexFund 1.44 1.32 -- -- 0.65 0.46 -- --

Rsqr 0.69 0.83 -- -- -0.73 -0.58 -- --

Turnover -0.03 -1.09 - - -0.09™ -2.17 - -
(iv) Performance

PastAlphal -0.01 -0.17 -- -- -0.05 -0.35 -- --

Alphal 0.04 0.38 -- -- -0.07 -0.41 -- --

FutAlphal 0.02 0.15 -- -- 0.05 0.30 -- --
(v) Management - - - -

MgrTenure -0.01 -0.81 -- -- -0.03 -1.01 -- --

MgrTeam -0.35" -2.16 -- -- -0.46™ -2.02 -- --
(vi) General

FamAsset (log) 0.43” 4.86 0.40™ 4,79 0.74™ 6.32 0.66" 6.22

FamAge (log) 0.89 1.53 0.42 0.99 0.62 0.72 0.20 0.33

LoadFund -0.26 -1.05 -0.28 -1.27 0.28 0.75 0.15 0.42
Director characteristics:

%Interested 3.92" 4.59 4.00™ 5.14 1.68 1.55 2.50™ 2.25

DirTenure 0.03" 1.79 0.03™ 2.06 0.08™ 2.91 0.07” 2.95

#QOverseen -0.21 -0.96 -0.12 -0.76 -0.30 -0.97 -0.29 -1.40
Other:

DefCompPlan 0.96™ 3.21 0.96™ 3.56 2.23" 452 2.13" 4.74

Year2003 -0.25 -1.09 -0.15 -0.90 -0.12 -0.36 -0.17 -0.70
#Obs and R? 240 0.43 260 0.42 240 0.54 260 0.52
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Table IV
Determinants of Director Ownership—Sensitivity Checks

Columns (1) and (2) analyze the unconditional ownership at the fund and director level. #Dir is the size of the board in
column (1), and is the average size of the board a director sits on in column (2). FundAsset is the log of total fund assets a
director oversees in column (2). Standard errors in columns (1) and (2) adjust for heteroskedasticity and within-cluster
correlation at the fund family level. Column (3) repeats the analyses in columns (1b)-(1c) and (3b)-(3c) of Table 11(A) using
the only funds from non-top 25 families. ** and * indicate significance at equal to or less than the 5% and 10% levels.

(1) Fund Level (2) Dir. Level (3) Director-Fund Level (Small Fund Family)
Dependent Variable Ownership ($1,000) Ownership ($1,000) I(Ownership>0)
Coef t-stat Coef  t-stat Coef t-stat Marg Pr (%)  t-stat

Fund characteristics:
(i) Investor clientele

%Institution -153.38"  -6.55 - - -55.96"  -6.83 -20.42” -7.23

FlowSensitivity -0.70” -2.49 - - 1.51 1.40 0.26 0.70
(if) Fund asset style

Equity 131437 781 - -- 27.057 445 8.15" 3.99

Growth 17.54 1.16 -- -- 10.66 1.83 4.22" 2.05

SmallLowGrade 62.03" 3.40 -- -- 8.51 1.26 3.84 1.46

%International 30.10 1.30 - -- 2.33 0.25 0.01 0.00

%Top10 -95.26"  -2.62 - - -10.38 -0.74 -6.36 -1.27
(iii) Active management

IndexFund -163.157  -3.33 - - 3221 -1.78 -9.79 -1.86

Rsqr -121.02"  -2.93 - - -46.28"  -2.69 -17.05™ -2.90

Turnover 5.44" 2.04 - - 2237 -263 -0.70” -2.46
(iv) Performance

PastAlphal 10.92 2.05 - - 0.23 0.11 -0.73 -0.97

Alphal 7.65 1.12 - - 3.01 1.10 0.56 0.60

FutAlphal 7.97 0.93 - - -1.07 -0.29 -0.58 -0.49
(v) Management

MgrTenure 6.34" 3.87 -- - 1.95™ 3.03 0.48"™ 2.15

MgrTeam 31.417 4.68 - - 0.54 0.23 0.62 0.79
(vi) General

FundAsset (log) 70.94” 1350 111457 500 14417 7.73 3.90” 6.43

FundAge (log) 18.13" 1.81 -- -- -3.40 -0.84 0.35 0.24

LoadFund -1.83 -0.14 - - 29.06™ 5.53 12.277 6.95
Director characteristics:

#Dir 5.18 1.47 -10.98  -0.99 - - - -

Chair -- -- 225597 351  25.00" 6.02 4.94™ 3.57

Interested 267297 513 260597 4.81 2841”7 6.88 3.377 2.61

DirAge -- -- -0.09 -0.05 0.25 1.31 0.14™ 2.18

DirTenure - -- 15.717  4.49 1.94" 6.67 0.45™ 4.42

#Overseen - -- 6.43"  3.63 -1.04™  -13.13 -0.377 -13.41
Other:

DefCompPlan 13.16 1.01 -- -- 0.42 0.08 1.38 0.68

Year2003 -7.08 -1.17 -24.68 -1.35 1.30 0.50 -0.61 -0.69
#obs and left censored 4,543 1,832 2,445 767 14,247 996 14,247 996
Pseudo R? -- -- -- -- -- -- 0.18
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Table V
Director Ownership and Fund Fees/Performance

All variables are as defined in Table I(A). The dependent variable in column (1) is fund expense ratio in basis points. The
dependent variables in columns (2) and (3) are current- and future-year one-factor Alpha of the fund return in percentage
points, and that in column (4) is a fund’s performance rank (from 0 to 100) within the Morningstar category. Standard errors
adjust for heteroskedasticity. ** and * indicate significance at equal or less than the 5% and 10% levels.

Dependent Variable (1) Expense (2) Alphal (3) FutAlphal (4) FutRank
Coef t-stat Coef t-stat Coef t-stat Coef t-stat
# Dir 2.96" 9.40 0.01 -0.06 -0.02 -0.40 -0.717 -4.01
%0wn 22.24" 584 -0.80" -1.67 -0.37 -0.86 -4.43” -2.19
Ownlnterested ($10,000) 0347 364 005 3.33 0.02 1.72 0.13” 2.30
OwnDisinterested ($10,000) 0177 276 0.02” 2.35 0.01 1.66 0.05 1.45
%Dislnterested 28.137  2.62 0.19 0.15 0.20 0.18 -1.62 -0.30
AvgDirAge 1.28" 5.52 -0.01 -0.50 0.01 0.31 -0.22 -1.68
AvgDirTenure 076" -3.07 0.02 0.75 0.02 0.80 0.07 0.59
Avg #Overseen (10 funds) 029" -1.90 0.02 1.17 -0.01 -0.69 -0.04 -0.52
FundAge 1.10 0.75 -0.03 -0.14 0.03 0.15 -1.83" -2.45
Turnover 2.95™ 6.64 0.12 1.34 -0.21" 271 0.40 1.31
FundAsset (log) 6797 956  -0.21" -2.46 -0.35" -4.41 0.74" 2.04
FamAsset (log) 3677 -4.09 0.11 1.20 0.34" 2.96 1.75" 4.68
Equity 23.977 1142 -5847  -2387  -3597  -1548 - -
Growth 15407 708  -3827  -11.74 5017  -17.82 - -
SmallLowGrade 11.39"  3.60 550" 13.91 575" 16.22 - -
%International 4329° 1091  9.707 19.35 9.01” 21.59 - -
Institutional -4.69 -1.57 -0.77 -1.79 -0.20 -0.51 -4.55" -2.36
%Top10 -43.897 756 167 2.90 0.04 0.09 0.39 0.16
IndexFund -113.39” -1565 -2.38" -3.20 -2.347 -5.73 15.04™ 4.30
Rsqr -39.18" 555  -5127 -4.77 -8.68" -9.48 765" 2.15
Year2003 939" 1179 281" 1357  -1.207 -6.22 0.89 0.99
# obs and R? 4146 0.43 4135 0.31 4098 0.34 4146 0.04
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