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ANALYSING THE MANAGER HOME BIAS

Investmentin the EU’s real economy could be boosted by attracting
more fund managers to EU countries

According to analyses by former ECB president Mario Draghi and other experts, the EU economy suffers from
substantial investmentbacklogs, notablyin infrastructure and defence. Mobilising public and private capital will be
a key priority in the nextyears. The fund management industry, which channels money from savers and investors
to both governments and companies, is seen as a powerful tool to direct private capital into desired projects or
economic sectors. After all, investment funds managed EUR 14.8 trillion on behalf of EU investors in June 2024,
accordingto ECB data. However, it is crucial that fund managers maintain their fiduciary duties to clients as a top
priority. Even well-intentioned EU regulation should notinterfere with serving clientneeds. At the same time, there
are regulatory and structural factors that act as unnecessary obstacles for investments in the EU economy. In this
paper, we discuss such an obstacle: Fund managers over-investin their country ofresidence, partly because they
have better information on domestic companies. This phenomenon is known as the “manager home bias”.

We showthateven global equity UCITS exhibita manager home bias. We estimate it to inflate the portfolio share
of the manager’s home country by 1-2 percentage points for atypical global equity fund. Itis likely even higher for
asset classes where information is harder to obtain, such as private equity, infrastructure and venture capital. Po-
litically, the existence of a manager home bias is important, because 62 per cent of fund managers in our sample
of 303 large global equity UCITS are based in non-EU countries, notably the UK and the United States. Compa-
nies fromthese countries benefitfromhigher investments and lower cost of capital. We also simulate the effects
of achangein manager locations: If all funds available for sale to EU investors had at least one manager in any
Member State, the funds considered alone can be expected to invest an additional EUR 2.0-2.9 bn in the EU’s
real economy. Attracting more fund managers to the EU’s financial centres would therefore notonly create highly
qualified jobs but also improve the access to private capital for EU companies.

The fund industry: an untapped source of capital to finance the EU’s political goals?

After decades ofslow growth, aiming to digitalise and decarbonise the EU’s economy and increase its defence
capacity, the Draghi reportconcludes that “a minimum annual additional investment of EUR 750 to 800 billion is
needed” in the nextyears. One ofthe key levers to increase investments will be “to better channel high household
savings towards productive investments in the EU“. One aspectis to improve capital market participation of EU
households and companies. But policymakers moreover raise the question of how to make sure that funds and
other intermediaries invest in EU assets. For instance, European Commission President Ursula von der Leyen

noted in her 2025 World Economic Forum speech that “EUR 300 billion of European families’ savings are
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https://commission.europa.eu/document/download/97e481fd-2dc3-412d-be4c-f152a8232961_en?filename=The%20future%20of%20European%20competitiveness%20_%20A%20competitiveness%20strategy%20for%20Europe.pdf
https://www.weforum.org/stories/2025/01/davos-2025-special-address-by-ursela-von-der-leyen-president-of-the-european-commission/

invested abroad every year. That is a key issue holding
back the growth of our tech startups [...].” Indeed, funds
diversify their investments geographically: Euro Area
funds hold only 42 per cent of their security assets in
debt and equity from the EU. The US makes up 33 per
cent, the UK 7 per cent and other non-EU countries 19
percent. In other words, more than half of total fund as-
sets are invested in non-EU securities. This amounts to
EUR 7.2 trillion. Of course, if funds were to channel a
higher proportion of their portfolios to EU equity and
bonds, rising valuations would decrease the costof capi-
tal for Europe’s real economy.

However, this may not be in the best interest of inves-
tors. For instance, global diversification of assets helps
mitigating what is known as the “investor home bias”:
Investors are much more likely to hold assets connected
to theirhome country, which leads to an inferior risk-re-
turn profile. Against this background, linking private in-
vestment decisions with funding challenges in the EU
economy is questionable. Any restriction of the invest-
ment universe will reduce investors' return potential.

The EU fund industry is a very efficient eco-system
for allocating capital

With increasing European integration, the fund industry
in the EU has become a highly efficient eco-system for

channelling savingstoward investments in thereal econ-
omy. Itis characterised by a high degree of specialisa-
tion along the value chain. Fund administrators, manag-
ers, and distributors focus on their respective area of ex-
pertise. This division oflabour has proven advantageous
because it benefits investors through better choice and

lower cost (see box).

The specialisationoccursalso on acountry level. This is
illustrated by Morningstar Direct data for active UCITS
(excludingfunds of funds). For example, there are “fund
hubs” (Luxembourg, Ireland) which focus on fund admin-
istration. Products domiciled in the two fund hubs stand
for almost 60 per cent of the EUR 9.2 trn in total assets.
Other EU countries account for 30 per cent, and domi-
ciles outside the EU, primarily the UK, for 11 per cent.
However, the fund domiciledoes nothave to correspond
to the location of the fund company. In addition to the
common practice of setting up a subsidiary in Luxem-
bourg or Ireland, many firms engage in cross-border fund
administrationto make use from the hubs’ benefits, such
as the eco-system of service providers. As a result,
about 22 per cent of the funds domiciled in a fund hub
are set up by a company from another country.

Origin of debt securities and equity
held by Euro Area investment funds

Euro
area

UK
EUR 12.4 trn

Us Other EU

Data as of 30/6/2024
Source: ECB

Distribution of actively managed
UCITS’ domiciles and their fund and
management company locations

Il Luxembourg, Ireland [l Non-EU
I oOther EU Il Unknown

Fund Fund company Management
company

Shares in UCITS’ AuM (excluding funds of
funds/passive funds). Data as of 30/6/2024
Sources: Morningstar Direct, BVI
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The daily portfolio decisions may be taken in an alto-
gether different location. The headquarter of the man-
agement company can serve as a proxy for this. Accord-
ing to our analysis, itis usually either located in the
same country as the fund company, or fund manage-
ment is delegated to a country with a special focus on
fund management. The by far most important domiciles
of external management companies are the United
States and the UK, i.e. the most capital market-oriented
countries. As a result, more than 50 per cent of the as-
sets of active UCITS are managed by non-EU compa-
nies, while fund hubs account for only 8 per cent.

Does the manager location matter?

Academic research indeed suggests that characteristics
of the manager influence portfolio decisions. Notably,
managers may overweightassets fromtheirhome coun-
try —i.e., funds experience a“manager home bias”®. This
bias can be explained by lower costs associated with
domestic investments, more relevant information on the
home market, better ways to influence the executive
management of investee companies and behavioural
factors, such as over-optimism regarding the domestic
economy. Given the high prevalence of fund managers
from third countries, a manager home bias will cause
these managers to invest more in their home countries
and less in the EU —which may dampen the supply of
capital to the EU economy.

Of course, this does notimply any negative effect from
delegation of portfolio managementto third parties within
the EU. To the contrary: Outsourcing or offshoring busi-
ness functions across member states contributes to a
cost-efficient functioning of the fund industry.

A case study: Manager home bias in global equity
UCITS

Delegation of fund management in practice

Daily portfolio decisions for about 48 per cent of
the fund assets held by German investors are del-
egated to another company, either within or out-
side the corporate group. Main reasons include:

B A specialist fund manager may have superior
expertise in certain markets or asset classes,
such as high-yield corporate bonds or emerg-
ing-market equity.

B The delegate may have access to trading ven-
ues or systems that offer additional or more ef-
ficient investment options.

B The specialisation may help to optimise busi-
ness functions and processes by achieving
economies of scale and thus save cost.

A typical caseis an integrated asset management
group which has at some point delegated fund
management to a dedicated in-house provider to
increase the efficiency of the group. Another one
is a “white label fund”, where a specialised firmis
responsible for administering the fund, while the
portfoliomanagementis carried outby an external
manager (usually the fund sponsor).

In the EU, delegation is comprehensively regu-
lated by the AIFMD and the UCITS Directive.
Among other things, the National Competent Au-
thority must be notified, the services provided
must be effectively monitored and the delegating
company must retain responsibility for the fund.
Third parties mustbe subject to supervision them-
selves and fulfil the same regulatory requirements
as the management company. The delegation
models used in practice are in line with these rules
and have proven their reliability over many years.

To assess the extent to which the high proportion of third-country managers influence the share of EU invest-
ments, we analyse the portfoliocomposition of aset of large UCITS where managers have discretion to buy indi-
vidual stocks (i.e., excluding funds of funds and passive funds). We analyse global equity funds, because they are
least likely to suffer froma manager home bias. After all, publicly traded companies are typically required to dis-
closeall relevantinformation to ensure transparency for investors. In the EU, the reporting requirements are set
out in the Transparency Directive, forinstance. Broad categories (such as global equity) furthermore benefit from
the availability ofinvestmentresearch for many ofthe companies in scope as well as extensive media coverage.
If even in this “plain vanilla” market segment a bias is observable, it will likely be substantially higher when it
comes to niche segments, such as thematic investments, or asset classes where publicly available information is
scarce and personal contacts play a larger role, such as private equity, infrastructure and venture capital.

! See Cooper et al. (2012). The Equity Home Bias Puzzle: A Survey. Foundations and Trends in Finance, 7(4), 289-416.



We limit our dataset to 303 funds with assets under management of at least EUR 750 million for which sufficient
data is available. They collectivelymanaged EUR 940 bn as of June 2024, which correspondsto almosttwo-thirds
of the assets of actively managed global equity UCITS in Morningstar Direct. We have obtained dataon the funds’
portfolio holdings for 21 countries?and awide range of other characteristics ofthe fund, the management company
and the manager from Morningstar Direct (see annex for a detailed description of the data included).

A key contribution of our analysis is that we look at the actual location of the responsible fund managers rather
than the corporate headquarter of the management company. We have collected the manager location from a
variety of sources, such as company websites, press articles and social media accounts. Just 34 per cent of the
565 managers work from EU countries. There is no dominant hub for managing global equity UCITS in the EU,
with the largestlocationsbeing Frankfurt, Copenhagen, Stockholm, and Paris. Non-EU countries account for 62
per cent, with a very strong focus on the UK (36 per cent) and the US (14 per cent). Londonalone is home to 164
managers in our sample. The next biggestmanagementcentres in third countries are Edinburgh, Zurich, and New
York.

Distribution of manager locations
for our sample of 303 actively managed global equity UCITS

EU Non-EU Not disclosed
Frankfurt 37 London 164
Copenhagen 29 Edinburgh 25
Stockholm 22 Zurich 23
Paris 22 New York 20
Brussels 11 Geneva 14
Other 71 Other 104

Data as of 2024
Sources: Morningstar Direct, company websites, press articles and social media accounts

Our analysis of individual managers is crucial as about one third of them are located away from their headquarter
country. Moreover, itis common for multinational teams to manage a fund. In our sample, 75 per centof thefunds
are managed by a team. Whileitis usually located in one or two cities only, there are cases where teams are truly
international. For one fund, the management team is scattered over Hong Kong, London, Los Angeles, Luxem-
bourg, and San Francisco, for instance. In cases like this, there could be a bias towards several countries.

Locally managed funds increase the portfolio weight of domestic equity by 1-2 percentage points

By simply comparing country portfolio shares between funds with and without a local manager in our dataset, we
see that domestic managers on average investan additional 1.3 per cent of fund assets in their home equity mar-
ket. While this already hints atthe existence of a manager home bias, we need to isolate the effect of a domestic
manager fromotherinfluences on the manager, fund, company or country level. To this end, we use a regression
analysis. We collectdataon aspects that may theoretically influence the portfolio share of a country and may be
correlated with the manager location (explanatory variables)and connectthemto the observed country shares as

? Australia, Austria, Belgium, Brazil, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland, Italy, the Netherlands,
Norway, Singapore, South Africa, Spain, Sweden, Switzerland, the United Kingdom, and the United States
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of June 30, 2024 (dependent variable). Since we analyse more than 6,000 unique combinations of investment
funds and countries and cover two-thirds ofthis market segment, we can infer with some confidence which of the
following explanatory variables influence the country weight —and which do not (see the annex for detailed infor-
mation on the variables and their expected effect on the portfolio shares):

B Control variables for the “natural level” ofa country's portfolio share (“country-fixed effects”) mostly mir-
roring the size of the respective market

B Manager-specific data: Whether there is a domestic manager (the “manager location dummy”3) or a
multi-manager team, the average experience as equity managers, and interaction terms of the manager
location dummy and the other two variables

B Fund specific data: Whether a fund is available for salein the country analysed and whetheritis a single
market fund (or both), the funds’ factor profile (Size, Momentum, Style, Yield), its assets under manage-
ment, fund age, and whether itis domiciled in the respective country

B A control variable for the headquarter location of the management company

The effect of these variables on the portfolio shares is likelyto be complex. Notably, we expect that the impact will
rise with the portfolio share to some extent. After all, managers in large markets have more stocks to choose from
that fit their investmentapproach withoutcompromising on adiversified portfolio. We therefore have transformed
our dependent variable in the model®.

The regressionconfirms that there indeed is a manager home bias for our sample of active global equity funds:
The presence of a domestic manager increases the portfolio share ofthe respective country. The effect is statisti-
cally significant, even atvery strict confidence levels®. Thatis, we can almostsurely conclude thatour result is not
driven by chance. Moreover, the impact is also economically significant: the portfolio weight of a country in-
creases substantially when a fund manager is domiciled there. Due to the complex relationship between the ex-
planatory and dependentvariables, the exact amount of the increase depends on the fund’s characteristics and
the country considered. We have therefore constructed a “typical” global equity UCITS®, which is domiciled in
Luxembourg and manages EUR 1.6 bn for its investors, to showcase the range of the estimated effect.

Country Portfolio weight Effect of a domestic manager, i.e.,
(in per cent) additional allocation to local equities
(@ (b) ©) ©)
without a domestic with a domestic in percentage in EUR mn
manager manager points
France 3.6 5.4 +1.8 +30
United Kingdom 3.6 5.4 +1.8 +30
Switzerland 2.0 35 +1.4 +24
Netherlands 2.1 Bl +1.4 +24
Germany 1.7 3.0 +1.3 +22
United States 61.6 62.4 +0.9 +14

® We allow the managerlocation dummy to differ for US managers, as US equity accounted for more than 60 per cent of the

global equity market capitalisation. It is likely that the effect of a domestic manager is different in such a dominant market.
Since often funds do not hold any assets domiciled in a certain country (the dependent variable is zero), we use the arcsine

square root transformation for our regression model (see annex for details). We furthermore bootstrap the standard errors due

to the non-standard distribution of our residuals.

® The probability of the manager location — also considering its interaction terms — having no effect is below 0.1 per cent, as

shown by a F test. It tests whether the estimated combined effect could also be caused by chance.

® Itis based on median (for quantitative variables) and mode (for qualitative variables) values of our controls. The annex con-

tains a more detailed discussion of the typical global equity UCITS.



Forthe mostcommon fund managementlocations, the effect of a domestic manager on the share of local equity
amounts to about 1-2 percentage points. Above table shows the estimated equity allocation for our typical fund (a)
withoutand (b) with a domestic manager. The two remaining columns express the additional investment due to a
domestic manager in percentage points and millions of Euros, respectively. For instance, the typical global equity
UCITS holds about 1.7 per cent ofits assets in German equity without a domestic manager. The share increases
by 1.3 percentage points to atotal portfolio weight of 3.0 per cent if there is at least one manager located in Ger-
many. This translates to an additionalinvestmentof EUR 22 mn in German equity for this fund alone. The size of
the effect differs between countries, which underscores the non-linearity of the managers location’s impact. We
estimate the largest effect for managers in France and the UK, where it amounts to EUR 30 mn.

Another variable that has a statistically significantimpacton the portfolio share ofacountry is whether the fund is
available for sale in therespective country. Funds apparently cater to the preference of investors for local equity,
i.e. the investor home bias, by increasingthe portfolio weight of companies fromtheir home countries. One expla-
nation could be that the inclusion of familiar stocks increases the interest of potential investors in the fund.
Therefore, the effect is particularly pronounced for single-marketfunds that are specifically designed for investors
from one country only. Then, the size of the effect on the countries’portfolio share is almostcomparable to that of
a domestic manager. For funds marketed in several countries, the economic impact is negligible.

The effects of most of our remaining control variables are not statistically significantly different from zero at con-
ventional confidence levels. This implies thatwe cannotconclude they help to explain the observable differences
in the portfolio share across countries. Notably, this is true for the fund domicile as well as the headquarter loca-
tion of the management company. In other words: The effect can confidently be attributed to the location of the
actual fund manager — and highlights the importance of differentiating between the legal presence of a firm and
the question of where decision-making takes place. To make use of the manager home bias for the European
economy, itis necessary to attract fund managers to the EU’s financial centres, not just letterboxes.

Potential additional investment of EUR 2.0-2.9 bn from attracting global equity fund managers to the EU

The size ofthe European asset management industry and the high share of fund managers from third countries
suggestthat measures to increase the relative attractiveness ofthe EU’s financial centres for fund managers can
redistribute substantial amounts of capital back into the EU. To quantify this potential, we use our regression re-
sults for a prediction: Howwould the portfolio share of the 11 member states in our sample change if more man-
agers were working in the EU, e.g. because working in the EU becomes more attractive for fund managers?

As an illustrative example, we simulate an increase in the attractiveness of EU financial centres. We consider
funds where all managers work in third countries thatare available for salein at least one ofthe considered Mem-
ber States. Thisisthe case for 142 fundsin our sample, managing a total of EUR 380 bn for their clients. Specifi-
cally, ourassumption is thatthere is an additional EU manager on every fund’s management team. They are ran-
domly assigned to one of the considered Member States where the fund is available for sale. Because the addi-
tional EU investmentdepends onfund-specific factors, every possible allocation of manager countries leads to a
different effect on investments. To find the range and distribution of possible results, we repeat the randomalloca-
tion 250,000 times (Monte Carlo simulation). Then, we obtain the likelihood of alternative capital allocations for
the EU countries considered. While the results depend on our assumptions and may be different for other as-
sumed changes in managerlocations, itgives agood firstimpression of the potential for the EU’s real economy.

Accordingto our simulation, adding EU fund managers to the management teams ofthese 142 funds alone could
yield additional investments of EUR 2.0-2.9 bn” in listed companies from the 11 member states. Of course, coun-
tries with larger capital markets benefit more in absolute terms: Companies from Germany can hope for an addi-
tional EUR 510 mn, French ones for EUR 400 mn and Dutch listed firms for EUR 300 mn. But even for smaller

Member States, such as Finland or Austria, the additional capital available to local businesses can be meaningful

" The range covers 95 per cent of all simulation results (i.e., all values between the 2.5" and 97.5" percentile)



(see chart). Although we cannot extrapolate our results to the entire EU fund market due to the wide variety of
asset classes and strategies, the great potential for EU companies and governments is evident. After all, we cover
only about eight per cent of the UCITS market according to Morningstar Direct.

Simulated effect of EU portfolio managers on investments in EU equities
in EUR bn

Total for Member States considered Mean additional investment by country

s [ 07
95 per 2.42 (mean) France
cent of /// Netherlands
results 2.01 Sweden
Denmark

Ireland

Spain

Italy

Finland

0.51

Austria

Belgium

Increase in EU investments due to an additional EU manager for all funds where managers are currently
located in third countries only that are available for sale in at least one of the EU countries considered.
Results of a Monte Carlo simulation with random allocation of additional managers to domiciles

While the potential from attracting managers of listed assets is already substantial, the implications of the man-
ager home bias will even be larger for asset classes where less information is publicly available. This is true for
private equity and venture capital, which play a particularly large role for infrastructure financing and the emer-
genceof innovative business models. Their managers usually rely to a larger extent on personal networks and
private information, which is more difficultto obtain for companies abroad. Compared to listed equity, thereis also
much higher explicit cost associated with investments in foreign markets, e.g., due to different legal and tax re-
gimes and high transaction costs. Moreover, there are often additional obstacles to influence the management in
a different country, e.g., due to different languages or simply because personal contact is less frequent.

The existence of a manager home bias underscores the need to view fund managers as strategically important for
funding local companies and governments. It should therefore be a priority to remove any barriers thathinder fund
companies to locate managers in the EU. This includes a strategic re-positioning of European governments and
supervisors. They should consider the global competitiveness of European financial centres as equally important
as market stability and consumer protection interests. Moreover, the tax, labour and social framework must be
adapted to the requirements of portfolio managers, where necessary. Finally, European asset managers should
investstrategically in the core area of portfolio management to maintain key competences and an independent
profile compared to global competitors.

Contact
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+49 69 15 40 90 242

jan.simanovski@bvi.de
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BvVI Contact BVI Berlin BVI Brussels BVI Frankfurt Executive Board
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und Asset Management e.V. www.bvi.de 10117 Berlin 1040 Bruxelles 60322 Frankfurt am Main Rudolf Siebel MD
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Annex | — Data

Sample construction

We source data on actively managed global equity UCITS (excluding funds of funds) from Morningstar Direct.
They collectively managed EUR 1,521 bn for their investors as of June 2024. For our analysis, we exclude all
funds that manage less than EUR 750 mn (23 per cent of the combined assets), funds with insufficient meta or
portfolio data (7 per cent) and without disclosed manager names (8 per cent). Our sample therefore covers 303
funds with a total of more than 4,400 share classes and assets under management of EUR 940 bn.

We complementthe Morningstar Direct data with the location ofindividual fund managers according to a variety
of sources, such as company websites, press articles, and social mediaaccounts. We obtain location datafor 542
of the 565 managers in our sample (see below). Where we have partial data, i.e., the location of some team mem-
ber is missing only, we exclude the managers without known locations from the analysis (3 per cent). Where no
manager on the team has disclosed his domicile, the entire fund is removed from our sample (1 per cent).

Sample size and exclusions
in EUR bn

940 Partial data on

manager locations

Complete data

Active Global AuM below Insufficient No managers No manager Sample
Equity UCITS EUR 750 mn portfolio data  disclosed locations

Data as of 30 June 2024. Source: Morningstar Direct, BVI



Sample composition

Our sample contains a broad set offunds, domiciles, assetmanagers and distribution markets. The by far largest

individual productis the Swedish AP7 Equity Fund, which is partofthe national pension system

s “premium pen-

sion”. It managed EUR 104 bn as of the end of June 2024. Luxembourg is the most important domicile in our

sample. Itis home to funds managing more than one third of the assets under management covered (EUR 343
bn). In terms of fund providers, the largestcorporate groups stem from the Nordics and Germany. This may par-
tially be due to the almost ubiquitous disclosure of manager names and locations by providers from Northern Eu-
rope. Thedifferences in sales markets are less pronounced as many funds are — at least theoretically — available
for sale in many European countries.

AP7 Aktiefond

Fundsmith Equity

UniGlobal Vorsorge

MS Global Brands Funds

DWS Top Dividende

UniGlobal

DWS Vermdgensbildungsfonds |
Capital Group New Perspective
Swedbank Robur Globalfond

UniFavorit: Aktien

Sjunde AP

Union Investment
DWS

Swedbank

Nordea

Fundsmith

Fidelity International
Pictet

Schroders

Morgan Stanley

Sample composition
in EUR bn

Largest funds
104

Largest companies
104

74

By

Luxembourg
Sweden

Germany

United Kingdom

Ireland
Denmark
France
Norway
Finland

Italy

Sweden
Germany
Italy

Austria
Spain
Netherlands
Finland
France
Ireland

Belgium

Largest domiciles

Largest sales markets

581
561

Data as of 30 June 2024. Sales markets based on availability for sale. Source: Morningstar Direct



Portfolio Allocation

Our data set includes the (equity) portfolio allocation across 21 countries where the managers from our sample
are based (excluding Luxembourg, forwhich nodatais available). The boxplotbelow illustrates the distribution of
portfolio weight for each country.

Distribution of portfolio weights
in per cent of total equity

United States e o0 o ® E
United Kingdom —-—- @ o0 0

France e o
Switzerland °
Germany °

Netherlands

Denmark o® (X))
Canada a»e ®e o o
Sweden

Spain

Italy
Australia
Brazil
Hong Kong
Finland
Norway
Singapore
Ireland
Belgium
South Africa

Austria

20 30 40 50 60 70 80 90

The blue line indicates the median, the green box contains all values from the 25" to the 75" percentile (interquartile range).
The whiskers cover additional observations within +1.5 times the interquartile range. Individual dots represent outliers.

The portfolio allocation of the funds in our sample as of June 2024 broadly resembles the relative size of the dif-
ferent equity markets — but is slightly tilted towards European countries. Thisisin line with what we expect due to
the existence of a home bias. North American listed companies stand for 64 per cent of the total equity held by
fundsin our sample, whereas the share of the US and Canada in the widely used MSCI World index amounts to
approximately 75 per cent. In contrast, European companies accountfor 25 per cent of total assets in our sample,
whiletheir sharein the market capitalisation of developed countries is 17 per centonly. Asia-Pacific and other re-
gions play aminorroleonly, both in our sample and in the MSCI World index. Finally, about 3 per cent of the ana-
lysed funds’ net assets are cash or other instruments.



Manager locations

The 565 fund managers in our sample of 303 large active global equity UCITS worked in 22 distinct countries as
of mid-2024. Below table shows the geographical distribution for all cities where at least 5 managers are based.
The by far mostimportantlocationis Londonwith 164 managers, which is home to almost as much as managers
as the entire EU. The next biggest manager locations are Frankfurt, Copenhagen and Edinburgh.

Location Managers in our sample

City Country Number SHEC
Frankfurt Germany 37 6.5%
Copenhagen Denmark 29 5.1%
Stockholm Sweden 22 3.9%
Paris France 22 3.9%
Brussels Belgium 11 1.9%
Milan Italy 9 1.6%
Amsterdam Netherlands 1.6%
The Hague Netherlands 6 1.1%
Madrid Spain 6 1.1%
Other EU 41 7.3%
EU total 192 34.0%
London United Kingdom 164 29.0%
Edinburgh United Kingdom 25 4.4%
Zurich Switzerland 23 4.1%
New York United States 20 3.5%
Geneva Switzerland 14 2.5%
Boston United States 13 2.3%
San Francisco United States 10 1.8%
Oslo Norway 8 1.4%
Los Angeles United States 8 1.4%
Chicago United States 6 1.1%
Milwaukee United States 5 0.9%
Other non-EU 54 9.6%
Non-EU total 350 61.9%
Unknown 23 4.1%

The segments “Other EU” / “Other non-EU” include a small number of cases where only the country or region (but

not the city) is available.



Annex Il = Model

Regression model

We performa regression analysis using the ordinary least squares estimator (OLS) to test whether the location of
a fund manager increases the portfolio share of his “home country” (holding other, possibly confounding factors
constant). With f denoting the fund and c the country, the model can be written as:

g(Allocation; ;) = B'- Domestic; . +y' - Controls; .+ FE, + &,

where g(Allocationf’C) = arcsin(

and

and

and

Allocationy
100

Allocation, . is the share of equity securities from Country c in total equity held by Fund f as of 30 June

2024 in per cent. We use the arcsine squareroottransformation g(-) since the observed values are (1)
highly skewed! and (2) about 43 per cent of our observed values are zero.

Domestic Managery .
Domestic Managery .- 1 - ysa
Domestic Managery . - Multi Manager Team
Domestic Managery . - Average Manager Experience

Domestic; . =

Domesticy . contains abinary variableindicating whether there is any domestic manager on the team as
well as interactions ofthis variable with other control variables onthe managementteam level. Moreover,
we include an interaction term that allows the effect of a domestic manager to differ between the United
States and other countries. Thereason behind that the portfolio share of US companies averages at 61
percentin our sample (see above) and funds may want to limit the exposure towards stocks from a sin-
gle country in a global equity fund.

Multi Manager Teamg
Average Manager Experiencey
Available For Saleg .
Single Market Fund
Available For Sales . - Single Market Fund,
Same Domiciley .
Controlsy . = Same Headquartery .
Fund Net Assets,
Fund Agey
Factor Exposure Size; - FE,
Factor Exposure Momentum - FE_
Factor Exposure Style, - FE,
Factor Exposure Yield, - FE,

FE_ is adummy for each of the selected 21 countries (country-fixed effects).

For adiscussion of the control variables, see the next section.

1 The average of the observed allocations is at around 4.3 per cent, while the median lies at about 0.3 per cent
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Control variables
We expect the explanatory variables to be related to the portfolio share of a country as follows:

The existence of a domestic manager should, inter alia, increase the portfolio share of a county.

A multi-manager team and young managers?(proxied through experience as equity managers) should
increase investments in less familiar markets, i.e. reduce the effect ofa domestic manager and may also
generally decrease the weight of the countries in our sample.

B Theinvestor homebias shouldlead to an increased portfolio share of countries where the fund is availa-
ble for sale. The effect should be stronger, when the productis sold in justa single country.

B The portfolio share ofthe country wherethe fund is domiciled and/or the headquarter of the management
company is located should be larger (due to higher familiarity).

B Wedo not expect an effect from the funds’ net assets (of share classes listed in Morningstar Direct) or
the fund age (the age of the oldest share class); they are used to control for fund-specific factors only.

B The funds’factor profile should be controlled for, as the equity markets differ in terms of available stocks
with certain factor exposures (we consider Size, Momentum, Style, and Yield 3).

B Country-fixed effect need to be included to control for the “natural level” of a country's portfolio share.

The following table summarises some of the key variables:

Variable Mean SD Min Median Max
pomesty Manager 0.05 0.23 0 0 1
YUy eager Team 0.75 0.43 0 1 1
Average Manager Experience 13.70 6.12 0.25 13.58 33.00
In years

f‘ia)i,f}g'g For sale 0.36 0.48 0 0 1
f’ii‘gé‘?s;'\ga:”‘nf Fund 0.23 0.42 0 0 1
- UQSRan; Assels 3,103 6,698 754 1,649 103,515
E“;eiége 17.99 12.78 0 15.58 87.58
o 65.96 18.99 18.29 68.29 98.14
b o o e Momentum 50.80 24.75 3.89 51.09 97.97
e e 4064 2530 1.00 33.57 98.74
Factor Exposure Yield 58.80 24.86 571 67.35 99.57

0 =low; 100 = high

* See Hiraki, Liu (2021). Do global equity mutual funds exhibit home bias? Journal of Behavioral and Experimental Finance, 31.
® Following Carhart (1987). On Persistence in Mutual Fund Performance. The Journal of Finance, 52(1), 57-82.
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Regression results

Results from the OLS regression show a significant, positive relationship between the existence of a domestic
manager and the portfolio share of the respective country. This can be seen from the coefficient on “Domestic
manager” and its very low p-value, even though we consider bootstrapped standard errors. However, this coeffi-
cient must be interpreted with caution, as the effect also depends on the interaction terms. For that reason, we
illustratively testthe jointsignificance using arestricted model excluding all terms containing “Domestic Manager”
and a standard F-test. The F-test examines how likely differences between two models are caused by chance.
The resulting test statistics implies a p-value below 0.1 per cent. It is therefore extremely unlikely that the com-
bined effect of all terms including the variable “Domestic Manager” is zero.

As expected, the manager home bias differs markedly between the US and other countries in our sample. This
can be explained by the already high share of US equity in almostall funds in our sample: A large additional bias
would turn some ofthe “global equity funds” essentially into “US equity funds”. The other variables tend to have
the expected sign and magnitude as well. Mostimportantly, we find evidence for an investor home bias, as funds
hold ahigher portfolio share in markets where they are available for sale (independent of the fund manager loca-
tion). This effectis particularly pronounced for single-market funds, i.e. products that are marketed in one individ-
ual country only. In terms of policy implications, itis furthermore importantto note thatthe fund domicile as well as
the headquarter location ofthe management company have no statistically significant effecton the portfolio com-
position according to our model (see main body of the text).

Effect on Allocation
(transformed)

kk
Domestic Manager (()60(?234)
Domestic Manager - Multi Manager Team (88(1);1)
! . -0.001
Domestic Manager - Average Manager Experience (0.001)
Domestic Manager - 1.¢ _ ) (88:238;
_ *k
Multi Manager Team ((())(())(())‘;)
Average Manager Experience (ggggf)
Same Domicile (88(1)8)
Same Headquarter (_(? (?013)
Available For Sale ?50832)
Single Market Fund (8883)
Available For Sale - Single Market Fund (%%223;
Number of observations 6,359
Adjusted R? 0.904

The model containsadditional controls (Fund Age, Fund Net Assets, Factor Exposure, Country Fixed Effects).
Values represent the effect on the transformed dependent variable (arcsine square root transformation).
Bootstrapped standard errors, ordinary least squares estimator. Significance: *p<0.1; *p<0.05; **p<0.01
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The “typical” global equity UCITS

The “typical” active global equity UCITS is designed to showcase the range of the estimated effect across coun-
tries. It is based on median and mode values of the control variables and has the following properties:

Variable Value for “typical” fund Reference
Domicile Luxembourg Mode
Fund Net Assets EUR 1,649 mn Median
Fund Age 15.6 years Median
Factor Exposure .
Momentum 51.1 (neutral) Median
Factor Exposure Style 33.6 (value tilt) Median
Factor Exposure Size 68.3 (large cap tilt) Median
Factor Exposure Yield 67.3 (high dividend tilt) Median
Countries Available for Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Mode
Sale Italy, Netherlands, Norway, Spain, Sweden, Switzerland, UK

Multi Manager Team Yes Mode
(RIS T 13.6 years Median

Experience

Monte Carlo simulation

We simulate an increasein the attractiveness of EU financial centres by means of a Monte Carlo simulation. We
consider funds that are available for sale in at least one of the considered Member States but are managed out-
side the EU (142 funds with total assets of EUR 380 bn). The simulation estimates the distribution of additional
investments in EU equity due to additional EU managers. As the effect differs across funds and countries, we as-
sign an EU team member randomly to one of the Member States where the respective fund is available for sale,
repeat this process and study therange of possible outcomes. As the share of the 142 funds that is available in a
certain country varies between 61 per centin Belgium and 86 per centin Germany, i.e., most funds are available
in awide range of Member States, all countries are very likely to benefit from increased investments.

We perform a total of 250,000 iterations so that the obtained results are sufficiently stable to discuss the effect
(convergence). Theresultofeach iteration is independent and identically distributed. The additional level of in-
vestments is the predicted portfolio value less the value in our baseline model (i.e., without an EU manager). Ag-
gregated across all funds, adding EU fund managers to the management teams of our sample of 142 funds could
yield additional investments of EUR 2.0-2.9 bn in listed companies from the 11 member states.
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