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		Using a sample of open-end corporate bond funds domiciled in the euro area, we exploit the COVID-19 market turmoil in March 2020 to examine two channels through which liquidity buﬀers can reduce procyclicality in the investment fund sector. First, we ﬁnd that liquidity buﬀers reduced outﬂows during March 2020 only to a limited extent. Second, we ﬁnd that funds entering the crisis with higher liquidity buﬀers were less likely to involve in cash hoarding and more likely to use cash buﬀers to meet outﬂows. Our results suggest that higher liquidity buﬀers can reduce procyclicality primarily through supporting the liquidity management strategies employed by fund managers. 
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