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A Skin-in-the-game as an agency problem?

Do fund managers with co-ownership cater to their own tax preferences,
thereby deviating from the risk-taking level desired by the majority of their investors?

@ Taxinduces risk-taking @) Co-ownership is common Event: tax increase

Since capital losses can be offset against capital gains tax
liabilities, higher taxation thus reduces the downside of

e More than 70% fund managers have co-ownership

. The American Taxpayer Relief Act of 2012 (ATRA)
e An average fund manager invests $346,702 in the fund ‘_

e fund manager : $436,000
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A We find that:

/ Fund managers with high co-ownership
take more risk, as personal taxes increase.

®© Research Design: DiD @ Result: Heterogeneity

The effect is stronger for
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