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Equity Fund Managements Promise and Action: A

Comparative Study of Nordic and US Fund’s∗

BJOERN PREUSS†

ABSTRACT

The paper presents the differences in how fund managers in the Nordics and the US

communicate towards investors. The work suggests that similarity of communicated

values and actual action of the fund is a key driver to increase fund flow. It helps

to sustain assets under management while uniting the picture a potential investor has

of the fund. This action might lower the inherent risk in miss-communication. The

analysis is building on textual statements of 80 equity funds from the Nordic countries

and the US. We compare the funds of the two regions along factors which are according

to recent research main drivers of investors when deciding if to invest in a fund or not.

With this analysis, we aim to see the difference in the communicated values and the

actual action of equity funds. By advancing the understanding of the coherence of

communication in the Nordic region we aim to give implications for future research as

well as advice to the practitioner.

∗The paper got published in a short version as part of the research report of the project Nordic
Finance and the Good Society at the Copenhagen Business School (2019). The full version of the
paper got published in the Journal of Experimental and Behavioural Finance from Elsevier in 2019
†Mr. Preuss is with the Department of International Economics and Management at Copenhagen

Business School and with the Department of Economics at Radboud University Nijmegen
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I. Does it matter what fund manager

communicates and what they do?

The recent past has created major challenges for the Nordic financial institutions.

Regulations, as well as competition from major international players, have influenced

the sector in the Nordic countries. This change impacts the sector‘s ability to sustain

assets under management. Plus, the changed environment requires different skills from

fund managers.

The ability to increase and sustain assets under management is a core skill for fund

managers, as stated by Kacperczyk, Nieuwerbrugh, and Veldkamp (2014). According

to research from Sensoy (2009), several factors like performance and risk exposure im-

pact fund flow. However, softer facts like marketing related issues and communication

towards market participants become increasingly important. If a fund is associated

with high growth and an investment trend, this association leads to an increase in

assets under management. Sensoy (2009) showed that the benchmark index of a fund

is impacting whether investors invest in a fund or not. He showed that fund managers

communication matters in the short run. However, in the long run, the communicated

values must fulfill investors expectations. Without fulfilling expectations, the fund will

not sustain the assets under management and has an outflow of funds Sensoy (2009).

This finding holds for all equity funds. However, Kacperczyk et al. (2014) showed that

some funds act according to their communicated values, whereby, other funds do not.

Motivated by this difference, we analyzed Nordic and US equity funds. We inves-

tigate to what extent their communicated values are in line with their actions. To

achieve the goal, we incorporated into our study, elements of text mining and machine

learning models. The outcome of the text mining process can be compared with data

from the funds. By using this approach, we give evidence about how similar the actions
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and the communications are. At its core, this paper examines which differences exist

between the Nordic and the US funds. The communicated actions will be compared

with the actual actions that the funds‘ take. This comparison will indicate to what

extent the funds fulfill their communicated goals like profitability or stability. Based

on the analysis, this study shows fund managers how communicated values help to

sustain the assets under management.

II. Financial Market Communication and

Implications for Fund Flow

Today, companies have more communication with the stock market than ever be-

fore. According to Goodman (2006), corporate communication is an important success

factor for companies. van Woerkum and Aarts (2008) state that communication to-

wards the financial markets became a central aspect of strategic operations. This

statement holds especially true for funds. It impacts the funds’ corporate success,

but also decreases information asymmetries. By lowering information asymmetries, it

helps to allocate resources efficiently (Yang, Kwak, Kaizoji, and Kim, 2008). Corpo-

rate proclamations will decrease the risk for the funds, which is estimated by investors

and analysts (Diamond and Verrecchia, 1991). This lower estimated risk will result

in lower costs for equity and debt that investors and creditors provide to the company

(Botosan and Plumlee, 2002). As a result, the assets under management will increase.

The communication to capital markets becomes especially important for funds because

their business model is built upon the capital that they can invest. Through global-

ization, we see increased mobility of capital, which can impact a funds flow of capital

significantly (Ahmed and Zlate, 2014).

Multiple scholars did early work in the field of fund-flow and management actions
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to increase assets under management (Ippolito, 1992) (Chevalier and Ellison, 1997)

(Sirri and Tufano, 1998). In their studies, they examined that fund performance has

an inherent influence on increasing fund-flow. Which is similar to attract assets under

management. This relationship has been talked about since it has been shown that

increasing profitability leads to a higher increase in assets under management as op-

posed to decreases in assets when profits declined (Chevalier and Ellison, 1997) (Sirri

and Tufano, 1998).

Besides profitability factors, risk factors were important in the work of Brown,

Harlow, and Starks (1996) as well as in the one from Chevalier and Ellison (1997).

Their work showed that risk influences fund flow. Recent studies went beyond the

simple analysis of flow-profit relationships. They showed that both the inflow and

outflow of funds are related to the risk of the fund (Clifford, 2013).

Besides the profit and risk factors, softer marketing-related factors tend to have

an impact on assets under management (Sensoy, 2009). In his work, Sensory (2009),

showed that US equity funds tend to use indices as benchmarks that did not match

the funds investment style. However, they incorporated a trendy area of investments.

This association with trends leads to more flow despite the actual investment style of

the fund. (Cooper, Gulen, and Rao, 2005)

In a recent working paper, Agarwal, Green, and Ren (2015) demonstrated that

professional investors tend to use more sophisticated methods to attract capital. This

circumstance is especially the case when they invest in the hedge fund industry (Agar-

wal, Green, and Ren, 2016). Further factors that had a relationship to fund asset inflow

were management compensation derived from fees. This relation is presented by the

work of Berk and Van Binsbergen (2015).
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III. Organizational Cultural Values

Hence, marketing-related facts might play a significant role in attracting assets

under management, and culture might play a role as well. Researchers and practitioners

often define culture as a system of values, beliefs, and assumptions that are shared

among people (Hofstede, 1983). Culture is, to a large extent, influencing how people

interact organizationally or professionally (Rosenblatt, 2011) (Migliore, 2011) (Weber,

Shenkar, and Raveh, 1996).

To explain and measure culture, frameworks such as the one of Hofstede (1983)

and House et. all (2002) got established. The two frameworks started with a focus

on country-specific culture, and at a later stage, added organization focused concepts.

The focus on the specific values of organizations has been presented in papers from

other researchers, like Gagliardi (1986) and Schein (2010). Multiple researchers

analyzed the impact of culture on organizations in recent times including Warner-

Søderholm (2012). Studies focusing on specific corporate processes such as mergers

and acquisitions also presented a relationship between the organizational culture and

the profit derived from the transaction (Janson, 1994). However, those studies do not

elaborate on specific cultural elements rather they discuss the differences in cultures

between two organizations. Given this fact, most elements of organizational culture

remain unexplored (House, Javidan, Hanges, and Dorfman, 2002).

In addition to this discussion, Schwartz (1992) added that organizational values

are related, but are different from individual, cultural and societal values (Schwartz,

1992). The differences in how culture is seen, but also measured, in research lead to

the application of a new methodological approach which was elaborated in detail by

Preuss (2017).
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IV. Method

To analyze a funds communication and to compare it with the funds actual actions,

we used text mining and machine learning techniques to quantify textual data. This

textual data contains the content of a funds communications with investors. For the

interpretation, we compared these communicated values with the actual actions of

funds and examined differences between Nordic and US funds.

A. Data sample of funds

To compare Nordic and US fund managers, we incorporated equity funds from the

Nordic region as well as US-based equity funds into the sample. The sample of funds

being used in this study can be summarized by the following table I describing the

region, the vendor as well as the number of represented funds:

Table ICovered funds by institution and region.

Region Name Number of funds

Nordics Carnegie 12

Nordics SEB 12

Nordics Swedbank 2

Nordics JYSKE bank 3

Nordics Danske Invest 8

USA JP Morgan 22

USA Goldman Sachs 13

USA Franklin Templeton 8
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For the funds, textual data, in the form of fact sheets and marketing material

was collected, which was later processed and analyzed using machine learning and

keyword search. For each fund ca. 2-4 statements about their strategy and the followed

investment approach have been used. Those statements are named fact sheets and are

in terms of length and content comparable. In addition, relevant information describing

the funds was collected. According to recent research, this information is relevant

to investors to help them make investment decisions. Because of this relevancy, it

influences a fund manager’s flow of funds.

The next table shows collected metrics describing the funds return and risk. 1

Table IIFunds return and risk

Variable min max avg

Performance 1y -40 34 4.87

Performance 3y -80 113 29.49

Morning star rating 2 5 3.86

Risk rating 3 7 5.74

We use these criteria at a later stage to compare the US-institutions to the Nordic

institutions. We will, furthermore, link the information to the communicated values

from the textual statements.

1Notes: The performance 1y measure was the average return of the funds in 2016; the performance
3y is the average return of the funds in the years 2013-2016; the morning star rating represents the
rating that the fund got from the morning star platform and the risk rating is the reported risk of the
fund published by morning star.
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B. Text Processing

The sample contained textual statements that described the funds’ actions and

their communicated strategies. Hence, the data is present in the textual form. Some

issues arise when analyzing them. To analyze the statements quantitatively a new set

of methods is required. Mostly textual data are used in qualitative studies. Using it

in quantitative analysis creates the need to transform the data. This step is called

natural language processing or text processing. Text processing uses algorithms that

read the textual statements and create a matrix out of the words and the n-grams

(combinations of words that occur together). An example is presented in table III.

Table IIIExample of word matrix

income ongoing institutional ...

SEB 3 2 0 ...

JPM 2 1 3 ...

... ... ... ... ...

In the case of this study, the text processing was performed by Python libraries and

specifically the nltk library. In the following steps, the text gets changed to create a

clean word matrix. To make the matrix, the words contained in the texts get processed

to make them homogeneous. This process includes the stemming of the words, a step

for reducing stop words, which are irrelevant to the specific content. The last step is

to transform the words to the lower class meaning that all words are made uniform,

written in small letters.
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C. Unsupervised Learning and Keyword Search

It is essential to make sense out of the processed words contained in the word matrix

(Thawonmas, Sakamoto, Mizobuchi, and Yoshioka, 2005). We mapped in the first step

the values to clusters. This was done by using an unsupervised clustering algorithm

(Dutt, Aghabozrgi, Ismail, and Mahroeian, 2015). We applied a similar approach like

Preuss (2017). The unsupervised approach enables the researcher to start with the

data and apply a study design that explores the data. This way of research makes it

possible to derive new insights into qualitative and fuzzy research fields such as culture

or in specific communicated values of equity funds. Under the family of unsupervised

learning algorithms, there are different options like k − means, fuzzy − c − means

or the nearest− neighbor algorithm (Fahad, Alshatri, Tari, Alamri, Khalil, Zomaya,

Foufou, and Bouras, 2014). In this analysis, we used k−means. K−means assembles

the observations of the data set around the theoretical mean of a group of similar

observations. It is based on the observations (x1, x2, ..., xn) with each observation is a

n dimensional vector. It clusters the observations into clusters k <= n whereby the

number of clusters is smaller than the number of observations. S = S1, S2, ..., Sk this

is done by minimizing the sum of squares within the clusters.

n

argminS

k∑
i=1

∑
x∈Si

‖ x− µi ‖2=
n

argminS

k∑
i=1

| Si | V arSi (1)

µi is, in this case, the mean point of Si. The approach is like minimizing the square

deviation of points in a cluster.

n

argminS

k∑
i=1

1!

2 | Si |!
∑

x,y∈Si

‖ x− y ‖2 (2)

The total variance is constant and with that, the procedure is equivalent to maxi-

mizing.
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Figure 1. Plot of optimal number of clusters

∑
x∈Si

‖ x− µi ‖2=
∑

x−y∈Si

(x− µi)(µi − y) (3)

The incoming observations are clustered based on their similarity. We used the

Python library sklearn to construct and run the model. In the end, we see which

values are more influential in a certain cluster. This enables us to draw a conclusion

on the values that distinguish the communication from the different funds.

The number of clusters was set by applying the elbow method Goutte, Toft, Ros-

trup, Nielsen, and Hansen (1999). With this we can select the optimal number of

k−mean clusters by the percentage of variance explained as a function of the number

of cluster. Goutte et al. (1999) Now the cluster gets chosen by which adding another

cluster would not add much additional value to explain the variance in the under laying

data. The outcome of the analysis can be seen in figure (1).

We can see that the curve gets not clearly interrupted but flattens out after two
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clusters. The graphic (1) indicates that a selection of two clusters is the optimal number

to describe most of the variance contained in the data set. Hence this, the number of

clusters for this k −means algorithms was set at two.

A keyword search was completed on top of the unsupervised learning algorithm, to

define textual statements. The method can be applied to databases or on fuzzy data

sets (Hristidis, Papakonstantinou, and Gravano, 2003) (Li, Wang, Wang, Cao, Ren,

and Lou, 2010). Because the textual statements have a high variety, we propose that

there was a fuzzy element in the keyword search. That means that associated words

or word stems also need to be considered. With this data, we describe which emphasis

lies in the communication of a specific area. We incorporated into our text mining

approach the options of the nltk python library to search for acronyms for certain

word (Liu, Liu, and Huang, 2017). With this approach we covered the whole variety

of the communication towards a specific concept.

To test the evidence we got from the text mining research, we asked a few fund

managers about their view on the main findings at the end. This step was done by

framing the core findings of the research into questions and asking the fund managers

if those statements hold from their practical experience. The questions asked can be

found in the appendix of this paper.

V. Critical Differences in Fund Managers

Communication

In this study, we examined the differences between the Nordic and US funds. We

used different variables as well as quantified textual information. We linked the textual

data to variables that describe the actual performance and actions of a fund. In the

first step of the analysis, we applied the clustering algorithm k means to see whether
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the textual information contains a link between the clusters and the country of origin

of the funds. The results are represented in table IV.

Table IVClusters and regional split

Cluster Percent Nordic Percent US

No1 100 0

No2 0 100

By applying the cluster analysis we see a clear differentiation between the commu-

nicated values of Nordic funds and the US funds. The unsupervised cluster analysis

differentiates the content from the statements exact like their country of origin (all

statements in cluster No1 are Nordic and all in No2 are from the US). One reason for

this difference could be cultural/national norms that differentiate the Nordic region

from the US region. A critical point could be that some of the official statements are

influenced by legal standards which require funds to communicate in specific ways.

This critical point could eventually lead to a limitation of this study.

However, we assume a steady influence of the legislation on funds in different mar-

kets. Hence this we see it not as a driving factor in the differences. This perspective

allows us to let this factor fade into the background. Following the findings of contem-

porary research, we see indications that regardless of the legal system, fund managers

tend to communicate in ways that they perceive as a right to increase and sustain their

assets under management. This might be with all changes of legislation constant.

Presenting this distinction between the Nordics and the US leads us to the question,

what are the main differences in communicated messages between the regions? For

this step, we investigated the word stems contained in each cluster and listed the
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top influential words in the two clusters. The words are presented in the following

information as word clouds.

Figure 2. Word cloud top Words Nordics

One main conclusion we draw out of this analysis step is that the Nordic asset

managers seem to communicate values like ”ongoing”, ”reward”, ”growth” and ”in-

come”. This is displayed in figure 2. These values can be referred to private investors

that are seeking stable growth investment intending to generate an income. The words

”advisor” or ”institutional” as a word stems are far less often used in the communica-

tion. The questions we asked to fund managers after the analysis indicated that Nordic

institutions are engaged in the long term with their clients and see them as partners

(SparInvest, 2017) (Analythics, 2017). In contrast, how US funds and asset managers

communicate shows a different weighting on these words in figure 3
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Figure 3. Word cloud top Words US

The most used word is ”institutional”. This fact refers to a high degree of insti-

tutional investing. Other research has shown that the main investments in stocks and

equity funds in the US are held by institutional investors.

In contrast to the Nordics, This situation might require in itself a different way of

communicating.

Furthermore, ”adviser” and ”purchase” are core parts of the communicated values

of US funds. Both can be linked to a strong sales culture in the U. S., where the way

that Nordic managers sell is less direct. In the Anglo-Saxon world, the communication

of purchasing and buying is much stronger than can be found in Europe. The question

is whether this will change in America, having a stronger influence on the people in

Europe and especially in the Nordics. The analysis revealed a further finding for the

Nordics. Nordic equity funds communicated a significantly higher number of country

and region names than their US peers, see for this figure 4
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Figure 4. Word cloud Country Names Nordic Funds

When looking at the number of communicated regions or country names, the US

funds tend not to communicate their country of origin in their textual statements. In

contrast, Nordic fund managers do it regularly. The fact that Nordic institutions com-

municate more frequently about their country of origin could lead to the interpretation

that the Nordic countries transport values which are positive among investors. The

questions that were asked to fund managers from the Nordics reveal that the fact that

the fund is allocated in one of the Nordic countries is seen as positive (SparInvest,

2017)) (Capital, 2017).

All in all, we see a clear difference in communicated information between the Nordics

and the US. The clear distinction between both fund groups by region and by commu-

nicated values, lead us to the question of how the two groups differ in terms of following

what they have promised.

Building on the studies of fund flow, it is relevant to test the differences between

communicated values and actual actions along with the influence factors of fund flow.

Current research points out that the profitability of funds influences a funds ability

to increase and maintain the assets under management. This fact leads to the first

comparison of how much emphasis funds put on communicating profitability versus

reaching a certain level of profits, table V
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Table VComparison Alongside Profitability

USA Nordic

Avg Performance 1y 0,30 7,54

Avg Performance 3y 23,20 33,15

Communication Profitability 44,90 perc. 55,10 perc.

The analysis reveals that Nordic funds communicate more profitability values, then

US funds and reach in a one-year as well as during three years higher performance

levels than their US peers.

The next factor that, according to Sensoy (2009), influences whether a fund can

increase the flow and sustain it, is the risk factor. The next table VI presents the

morning-star risk rating as average for the underlying funds of the two regions and

compares it with how much emphasis funds put on communicating the factor risk.

Table VIComparison of Difference in Risk Communication and Exposure

USA Nordic

Risk communication 42,19 perc. 57,81 perc.

Risk rating 6,1 5,5

This step shows an ambivalent result. Although the Nordic funds have lower risk

ratings on average compared to the US funds, most funds from the Nordics commu-

nicate more values associated with risk. This finding leads to the question why the
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Nordics have a lower level of risk represented in this analysis by the morning-star risk

rating but also a higher awareness of risk. The finding could imply that the higher

risk awareness of Nordic funds leads to a lower rating of risk exposure by third parties.

This higher awareness might be driven by legislation or by the potential investor base

which also shows a higher awareness of risk than its US counterpart. This interpreta-

tion is, however, not supported by further analysis and, despite these suggestions, are

possibilities for future research.

Whereas current research had a closer look at funds risk and investment style, it

also stated that there is an influence of the study period. Where some communication

strategies lead to an increase in fund flow towards the fund in the short run, the data

show a decline in assets under management in the long run. This fact is often the

case when communicated values are not coherent with the funds actual actions. This

statement leads to the next analysis step (table VII) in which the communication of

long-term values gets compared with the fund rating from morning-star which aims to

select long- term profitable funds that are of high quality.

Table VIIComparison of Long term Orientation

USA Nordic

Morning-star rating 3 4

Long term communication 34,72 perc. 65,28 perc.

The table presents data that lets us conclude, that both from a rating perspective as

well as from their communicated values, Nordic funds are more long-term oriented than

their US peers. While having Nordic institutions opt for higher levels of profit, it is an

interesting finding that the same funds also have a higher degree of risk communication

200



compared to the US funds. These phenomena work well together because according to

economic theory, higher profitability must go with a higher risk. Having this fact in

mind, it is logical to communicate both facts similarly.

Nevertheless, it could be because of the influence of some legal requirements, that

those Nordic institutions are forced to a greater extent to include the risk element in

their communication. When linking this information to findings about general organi-

zational values from scholars like Hofstede and House, the future orientation of Nordic

citizens goes hand in hand with a high degree of legal security levels and well-fare

system (Hofstede, 1984) (House et al., 2002). This finding, as well as others, lead

both to advise regarding flow enhancement as well as imply some points that can be

addressed in future research.

VI. Implications for Fund Flow Enhancement

Understanding that the communication of fund managers who seek increasing fund

flow is a neglected field of research. However, we see it as relevant to understanding

how funds market themselves because psychology seems to have a large impact on

investment decisions and concepts like the homoeconomicus have been criticized re-

cently (Shiller, 2000). Hence, we see the communication of fund managers is relevant.

The study reveals that there is a clear distinction between the communicated values of

Nordic and US fund managers. Also, the degree to which their communicated values

are coherent with their actual actions differs.

We see in Nordic institutions, a stronger focus on communicating long-term values

compared to US funds. The communication of Nordic funds is more orientated towards

the private investor who seeks the stable, long-term growth of his assets, where US funds

target mainly institutional investors. One interesting finding was that Nordic funds
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tend to communicate their country of origin much more than US funds. This finding

was backed up by active fund managers who confirmed that having their origin in a

Nordic country is widely seen as a positive factor. By communicating the country of

origin, the fund aims to transport the positive values and image that the Nordic region

has globally. When looking at differences between the communicated values and the

actual actions of the funds, it can be said that Nordic funds show more of consensus

between the communicated values and the actual action whereby US funds tend to

design their communication by focusing more on high growth and profitability even if

their performance was lower compared to Nordic institutions.

We suggest that fund managers orientate their communication on their actual ac-

tions as well as to focus on the values that are at the core of their operations. If those

are Nordic values, then the fund should focus on this fact and could to some extent

increase its image regarding long term focus and low risk.

As concluding remarks, there is still much to do and to research in the field of

organizational communication and specifically around funds communication towards

investors as well as the capital markets.

VII. Suggestions for Future Research

We showed some interesting points by presenting this comparison of Nordic and

US equity funds from a different angle. This fact leaves room for future research

and opens up new questions. Since the financial industry is more regulated than

others, indications are that legal frameworks could have an influence on how fund

managers communication with investors. This situation leads to the conclusion that

legal frameworks might have an impact on the values which are being communicated.

This fact may point out some limitations of this study because it analyses the actual
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communicated values of funds in two different legal environments. A future research

approach that tries to incorporate the differences between legal systems and their

influence on the communicated values might, therefore, be suitable. Furthermore, we

propose that future research should examine which specific communicated values drive

investors. This study has been constructed on recently-stated relevant factors and

has analyzed how those values are communicated. However, in the current research,

those factors are derived from the historical values describing a fund and were not only

focused on the communication itself.

Another area where we suggest more research should happen is the field of text

analysis and its application in researching organizational values. Since most of the

available data are text-based, it opens an interesting field of research to access data

regarding softer facts that influence an organization. We have, in this paper, used a

method that inherits unsupervised algorithms as well as a keyword search. However,

the fast-evolving areas of machine learning, deep learning, and reinforced learning are

worth putting more research emphasis on. The softer social sciences should especially

profit from this technique for the analysis of qualitative data on a larger scale.
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VIII. Appendix

To back up the core findings of this paper, fund managers were asked if they could

see these tendencies in their day to day work. The following list represents the asked

questions based on the research findings:

1. Would you say that your fund communicates unique values in order to differen-

tiate your investment strategy from other funds?

2. How much is your fund focused on long-term orientation in the investment

process?

3. Does that match the investor profile that you have as a target?

4. Which role plays the risk of investments in the communication of your fund and

would you describe your investors as risk averse?

5. Does the country of origin play a role in your communication/sales process?

6. Would you say that communication towards investors became more important

in recent years?
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