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Abstract

This study empirically examines and compares the performance and trading
characteristics of a relatively new financial product, namely, Exchange Traded Funds
(ETFs) across countries. A sample of seventeen ETFs tracking popular equity indices
of five dominant countries namely U.S., U.K., Japan, Australia and India have been
analyzed in this study over a period ranging from 1st April 2000 to 31stMarch 2012.
The performance of an ETF is analyzed in terms of its portfolio replication strategy,
tracking error and effectiveness in replicating the returns of its underlying benchmark
index. In order to analyze the trading characteristics of an ETF, the study tests its
pricing efficiency by quantifying the daily deviations between trading price and NAV
and examining the persistence of such deviations. The study finds evidence of
significant daily tracking errors that ranges from 0.07% to 1.09% across all ETFs.
However, there is no significant evidence of bias in performance of ETFs over half
yearly intervals, implying ETFs to be the product of choice for long term investors.
Regarding the trading characteristics of ETFs the study finds evidence of varying level
of pricing efficiency across countries whereby the U.S. ETFs emerges to be the most
price-efficient, with minimum daily deviations averaging less than 0.15% which
disappears within a day due to effective arbitrage mechanism. These are followed by
the Japanese, U.K. and Australian ETFs. Indian ETFs are found to be the most price-
inefficient, experiencing not only exceptionally high daily deviations averaging from
0.52% to 1.40% but also persistence of such deviations for three days. These findings
indicate gross pricing inefficiencies and the presence of unexploited arbitrage
opportunities in the Indian ETF market which commands immediate attention of the
market players.
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Abstract

This study has investigated the relationship between Corporate Social Performance
(CSP) and Corporate Financial Performance (CFP) for the selected Indian companies
across different industries for a ten-year period from 2004 to 2013. A total of 147 top
performing Indian companies have been studied. The study has identified the various
indicators, which help in the measurement of CSP, CFP and Control Variables. CSP
variables have been further categorized as an indicator of Environmental, Social and
Governance (ESG) measures; and CFP variables are categorized as an indicator of
Profitability, Growth and Market measures. The relationship has been tested using
Regression Analysis, Lagged Regression Models, Panel Data Analysis, Unit Root Test,
Granger Causality Test and Vector Autoregression (VAR) Analysis. The sample was
also divided into CSR and Non-CSR Companies; Public Companies and Private
Companies and then the relationship between CSP and CFP for these classifications
have been examined. Further, the impact of CSP on reputation of CSR Companies is
empirically tested. The overall results indicate no significant relationship between
CSP and CFP of the top 147 Indian companies when tested over the ten-year period.
A number of tests have been applied to test the relationship between CSP and CFP
and all of them point out that the two variables are independent of each other, when
tested as a whole as well as when tested across different industries. Also, the
relationship between CSP and CFP was again non-significant when the sample was
divided into Public Companies and Private Companies. The highlighting point of the
study was that the reputation of the company is positively impacted by the CSP of the
CSR companies indicating, the companies performing well on the CSR front get
reputation benefits. This further adds to the expectation of the changing dimensions
and perceptions with regard to CSR in India.
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