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Appendix 

Appendix 1: more details about the different types of mutual funds: 

The equity funds are divided according to the market capitalization of the companies they are 

investing in (small, mid or large cap) and according to the style of the stock (growth, blend or 

value). The value stocks are stocks that may be undervalued with low P/E and low price to book 

ratio. In contrast with the value stocks, the growth stocks have high P/E and high price to book 

and they experience a growth that is higher than the market. Finally the funds investing in both 

types of stocks are called the blended funds. The appendix 2 is an example of a style box that is 

commonly used to classify the funds according to these 2 variables. The last 2 important 

characteristics of a fund are whether it is a load or a no-load fund and whether it is an open-end 

or a closed-end fund. In order to buy a load fund, commissions have to paid but buying a no-load 

fund doesn’t involve any commissions or initial fees. Regarding the difference between the open-

end and the closed-end funds, it is based on the number of shares. There is no restriction on the 

number of shares that are available for the open-end fund in contrast with the closed-end funds. 

In consequence, the prices of the closed-end funds will depend on the supply and the demand. 

Appendix 2: An example of style box: 
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Appendix 3: more details about the different types of hedge funds: 

There is one main classification regarding the hedge funds dividing them according to their 

strategies. You have 6 types of funds: the first one is the traditional type, the long / short funds, 

the second: the market neutral funds that are trying to exploit profit opportunities by going long 

and short in the same industry, sectors or activity. The third one is the global Market funds that 

invest in certain country or region following political or economic reasons. Then there are the 

future funds, managed by CTAs, investing in derivatives and quite often in commodities. Finally 

the Emerging-market funds invest obviously in emerging markets and the last type of funds are 

the event-driven funds that invest following certain types of events, such as merger, acquisitions, 

etc. 

Appendix 4: Spearman rank correlation formula: 

The Spearman’s rank correlation coefficient is defined as: 

 

Where, n is the number of observations and di is the difference in ranks for the different 

observations between the two periods.  

CF is the Correction factors used when some data have the same value and therefore the same 

rank. m is the number of time the data repeats in the data series. 
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