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Conclusion
has a different impact on various types of fund performance measures. More
specifically, style deviation has a strong positive impact on the ‘simple’ fund
performance measures, which are used by less-sophisticated investors, while it has

Valorization

Valorization

no impact on more advanced fund performance measures. Overall, we argue that a
comparison of the fund flow-style changing relationship, by accounting for
investor’s sophistication level, allows for a more complete picture of an investor’s
response to the changes in mutual funds’ investment style behavior.
Finally, Chapter 4 provides more insight about algorithmic trading by using
machine learning. Previous studies show that in 2012 half of the trade volume in
the US financial market was related to algorithmic trading. Hence, any
improvement in an algorithmic trading platform may have a phenomenal impact on
the financial market with respect to liquidity and market efficiency. Recent studies
show that the growing popularity of some algorithmic trading strategies such as
pairs trading may pose a problem as the opportunities to trade become much
smaller. Using machine-learning technique, we examine the optimal level of pairs
trading specifications over time. More specifically, this chapter employs
Reinforcement Learning as one of the machine learning methods to capture the
optimal level of pairs trading’s parameters including an estimation window, a
trading window, trading thresholds and stop-loss boundaries. Our results are
economically and statistically higher than the traditional approach of pairs trading
with static parameters.
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