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Impact of two types of asymmetry on asset prices

in delegated portfolio management

Sheng Jiliang, Li Miao, Ouyang Daozhong

(School of Statistics, Jiangxi University of Finance and Economics, Nanchang 330013, China)

Abstract: This paper establishes an equilibrium asset price model, assuming that there are four representative
agents in the economy and cash can flow between index funds and active funds, to investigate the impacts of
contract asymmetry, capital flow asymmetry and the proportion of active fund investors on asset prices with
the properties of Mills Ratio and numerical analysis. Results show that the asset price increases with contract
asymmetry, capital flow and the proportion of active fund investors and decreases with capital flow asymmetry,
and that Sharpe ratio is a decreasing function of the proportion of active fund investors. There are mutual
restrictions between the two types of asymmetry when considering the mutual influence of contract asymmetry
and capital flow asymmetry on asset prices. This paper explains the conclusions of the study by analyzing the

impact of contracts and capital flows on the portfolio of active funds.
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Table 1 The impact of capital flow asymmetry on contract asymmetry
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A(AS/Ac) —0.00076 —0.00066 —0.00057 —0.00050 —0.00045 —0.00040 —0.00036 —0.00033 —0.000 30

*2 BRI EERENFIFREIFNE

Table 2 The impact of contract asymmetry on capital flow asymmetry

d 1 1.2 1.4 1.6 1.8 2.0 2.2 2.4 2.6
H—H:0=02,0a=0.1,8=05,7=5,y=10,c=12,w =05, =07, =0.8,6§ =2
S 1.887 14 1.880 54 1.876 76 1.874 31 1.872 61 1.871 35 1.870 39 1.869 63 1.869 02
AS —0.00659 —0.00379 —0.002 45 —0.00170 —0.00126 —0.00096 —0.00076 —0.000 61 —0.000 50
AS/Ad —0.03297 —0.01893 —0.01223 —0.008 51 —0.00628 —0.004 81 —0.00379 —0.00306 —0.002 52
HoH:0=02,0a=01,83=05,7=5,7y=10,c=15,w=05,A =07, =0.8,6 =2
S 1.907 43 1.899 80 1.895 35 1.892 44 1.890 39 1.888 87 1.887 70 1.886 78 1.886 02
AS —0.00763 —0.00445 —0.00291 —0.00205 —-0.00152 —0.00117 —0.00093 —0.00075 —0.000 62
AS/Ad —0.03815 —0.02225 —-0.01456 —0.01024 —0.00760 —0.00585 —0.00463 —0.00376 —0.003 12

A(AS/Ad) —0.00518 —0.00332 —0.00233 —0.00173 —0.00132 —0.00104 —0.00084 —0.00070 —0.000 60
B=M:0=02a=01,=05,7=5,y=10,c=2,w=0.5,1=0.7,21 =08, =2

S 1.921 20 1.913 00 1.908 18 1.905 01 1.902 77 1.901 10 1.899 81 1.898 79 1.897 96
AS —0.00820 —0.00482 —0.00317 —0.00224 —0.00167 —0.00129 —0.00102 —0.00083 —0.000 69
AS/Ad —0.04100 —0.02410 —-0.0158 —0.01121 —0.00835 —0.00644 —0.00510 —0.00416 —0.003 46

A(AS/Ad) —0.00285 —0.00185 —0.00129 —0.00097 —0.00075 —0.00059 —0.00047 —0.00040 —0.000 34
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