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		Abstract

		Since hedge funds specify significant lockup periods, we investigate persistence in the performance of hedge funds using a multi-period framework in which the likelihood of observing persistence by chance is lower than that in the traditional two-period framework. Under the null hypothesis of no manager skill (no persistence), the theoretical distribution of observing wins or losses follows a binomial distribution. We test this hypothesis using the traditional two-period framework and compare the findings with the results obtained using our multi-period framework.  We examine whether persistence is sensitive to the length of return measurement intervals by using quarterly, half-yearly and yearly returns. We find maximum persistence at quarterly horizon indicating that persistence among hedge fund managers is short-term in nature. It decreases as one moves to yearly returns and this finding is not sensitive to whether returns are calculated on a pre- or post-fee basis suggesting that the intra-year persistence finding is not driven by the way performance fees are imputed. The level of persistence in the multi-period framework is considerably smaller than that in the two-period framework with virtually no evidence of persistence using yearly returns under the multi-period framework.  Finally persistence, whenever present, seems to be unrelated to whether the fund took directional bets or not. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
			
		
	
	
		Note: This abstract was published in Capital Markets Abstracts: Asset Pricing and Valuation Vol #3, Issue #8, 03/01/2000, with an outdated abstract - it is now correct. SSRN regrets the error.

	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: G11, G15

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Agarwal,  Vikas and Naik,  Narayan Y., Multi-Period Performance Persistence Analysis of Hedge Funds (December 1999).  Available at SSRN: https://ssrn.com/abstract=190389 or http://dx.doi.org/10.2139/ssrn.190389 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Vikas Agarwal

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Georgia State University  ( email )

			

			
			
				
				
				
					35 Broad Street,
Suite 1221
Atlanta, GA  30303-3083
United States
404-413-7326 (Phone)
404-413-7312 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://vagarwal.gsucreate.org/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Cologne - Centre for Financial Research (CFR)  ( email )

			

			
			
				
				
				
					Albertus-Magnus Platz
Cologne, 50923
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Narayan Y. Naik (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				London Business School - Institute of Finance and Accounting  ( email )

			

			
			
				
				
				
					Sussex Place
Regent's Park
London NW1 4SA
United Kingdom
+44 20 70008223 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,231

			

		
		
		
			Abstract Views

			    8,867

		

		
		 
		
			Rank

			   12,448

		

		
	


	
		
            
            	       49 Citations
		

	

	
		
			
				       19 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,020

                                    

                                    
                                        PAPERS

                                           32,306

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Offshore Hedge Funds: Survival and Performance 1989-1995

                        
                            By
                                
                                
                                    
                                    Stephen J. Brown, 
                                    
                                
                                    
                                    William N. Goetzmann, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Offshore Hedge Funds: Survival and Performance 1989-1995

                        
                            By
                                
                                
                                    
                                    Stephen J. Brown, 
                                    
                                
                                    
                                    William N. Goetzmann, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Characteristics of Risk and Return in Risk Arbitrage

                        
                            By
                                
                                
                                    
                                    Mark L. Mitchell
                                     and 
                                
                                    
                                    Todd C. Pulvino
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Offshore Hedge Funds: Survival & Performance 1989-1995

                            
                                By
                                    
                                    
                                        
                                        William N. Goetzmann, 
                                        
                                    
                                        
                                        Roger G. Ibbotson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Offshore Hedge Funds: Survival & Performance 1989-1995

                            
                                By
                                    
                                    
                                        
                                        Stephen J. Brown, 
                                        
                                    
                                        
                                        William N. Goetzmann, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Econometric Model of Serial Correlation and Illiquidity in Hedge Fund Returns

                            
                                By
                                    
                                    
                                        
                                        Mila Getmansky Sherman, 
                                        
                                    
                                        
                                        Andrew W. Lo, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Econometric Model of Serial Correlation and Illiquidity in Hedge Fund Returns

                            
                                By
                                    
                                    
                                        
                                        Mila Getmansky Sherman, 
                                        
                                    
                                        
                                        Andrew W. Lo, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Hedge Funds: The Living and the Dead

                            
                                By
                                    
                                    
                                        
                                        Bing Liang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            High Water Marks

                            
                                By
                                    
                                    
                                        
                                        William N. Goetzmann, 
                                        
                                    
                                        
                                        Jonathan E. Ingersoll, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Flows, Performance, and Managerial Incentives in Hedge Funds

                            
                                By
                                    
                                    
                                        
                                        Vikas Agarwal, 
                                        
                                    
                                        
                                        Naveen D. Daniel, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

