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Abstract

When the market environment is not good and the uncertainty increases, the
fund has flight to quality behavior. The reputation capital formed by enter-
prises’ active social responsibility has the function of “Class Insurance”,
which can prevent a sharp decline in stock prices and market value losses
when negative events occur; then, will the fund manager turn the fund port-
folio to the society when the market environment is not good? Using the
open-end fund samples from 2010 to 2017, this paper empirically tests the re-
lationship among corporate social responsibility, market environment and
flight to quality. The results show that when the market condition is not
good, the fund has a higher demand for hedging, and it tends to shift its in-
vestment portfolio to more stocks with high corporate social responsibility
performance that can meet its hedging demand and have “like insurance” ef-
fects; The study also found that the fund’s safe investment transfer behavior
had a positive impact on fund performance and fund return volatility.

Keywords

Market Condition, Flight to Quality, Social Responsibility Performance,
“Class Insurance” Effect

1. Introduction

In mid-September 2017, Shanghai Jiaotong University Shanghai Advanced In-
stitute of Finance, Xingquan Fund, and Delin News Agency jointly sponsored
the “China Decade of Socially Responsible Investment”. At the summit, Xingquan
Fund and SynTaoRonglv jointly released the “China Responsible Investment
Decade Report”, which showed “As of the end of August, the number of respon-
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sible investment-related funds in the Chinese fund market has reached 62, and
the net asset value scale has exceeded 50 billion yuan, 74.9% of the public inves-
tors pay attention to and understand responsible investment and green finance,
but 80% of investors still have concerns or prejudice about reducing social re-
sponsibility investment. “Most of these concerns and prejudices stem from the
fact that no consensus has been reached on the “corporate social responsibil-
ity-financial performance” relationship from academia or practice. It is precisely
because of the above-mentioned dilemma that academia has conducted research
on the Social Responsibility Performance “Class Insurance” Effect. Godfrey (2005)
firstly stated that when a company encounters a negative event, corporate social
responsibility can form a “reputation capital”, and the company’s early social
responsibility behavior will effectively protect the reputation of the enterprise
reduces the losses suffered by the enterprise and slows down the loss of share-
holder wealth. The emergence of such research also provides investors with a
new opportunity for socially responsible investment.

As the main force of socially responsible investment, will funds focus on the
concept of socially responsible investment when making portfolio decisions? In
portfolio allocation, will then focus not only on corporate financial performance,
but also on corporate social responsibility performance? Domestic scholars have
not been unanimously recognized in this regard. The reason is: Compared with
western institutional investors, Chinese fund managers have stronger infor-
mation advantages and more significant short-term profit-seeking, which makes
them over-emphasis on short-term benefits and neglect of corporate social re-
sponsibility performance (Sun et al., 2018).

However, since 2014, the Chinese A-share market has experienced ups and
downs. The “swell” of the stock price, especially the risk of a stock price crash
caused by the “slump”, which may cause huge losses to investors “wealth, shake
investors” confidence on the capital market and may lead to the healthy devel-
opment of the real economy. In the presence of uncertainties in the financial
market, rational investors will buy defensive investment products, transfer to
relatively safe investment projects, and conduct safe investment transfers to
achieve the goal of avoiding losses as much as possible (Ng, 2011). Then, as a
professional institutional investor, will the fund invest more in stocks with high-
er corporate social responsibility that can meet its risk aversion needs under the
conditions of poor market environment and high uncertainty? Will this flight to
quality behavior based on the corporate social responsibility performance “Class
Insurance” effect bring better performance to the fund?

Therefore, from the perspective of social responsibility performance “Class
Insurance” effect, this paper explores whether the fund will invest more in stocks
with good social performance in order to avoid risks when the market environ-
ment is not good, so as to make safe investment transfers. This paper finds that
during the bear market period, the fund’s willingness to hedge risks increased,
and there has flight to quality behavior. When making investment decisions, it

tended to invest more in high-performance corporate social responsibility per-
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formance stocks with “class insurance” effects to meet its risk aversion Insurance
demand. At the same time, the study also found that the fund’s use of corporate
social responsibility for safe investment transfer can bring higher performance
and better performance stability when the market environment is not good.

2. Literature Review and Hypothesis Development
2.1. Literature Review

2.1.1. Corporate Social Responsibility “Class Insurance” Effect

Earlier studies on the economic consequences of corporate social responsibility
mainly focused on the relationship between corporate social responsibility per-
formance and their economic performance. However, (Margolis & Walsh, 2013)
pointed out that corporate social performance measures are too broad and com-
prehensive, and the relationship between social responsibility and economic
performance is disturbed by many other variables, so there are no consistent
conclusions can be drawn. Many scholars believe that social responsibility has
positive impacts on corporate financial performance (Zhang et al., 2013) and has
positive market responses. Other studies suggest that corporate social responsi-
bility is negatively related to financial performance (Giuli & Kostovetsky, 2014)
and has negative market responses (Becchetti et al., 2012).

In recent years, scholars have begun to explore the impact of social responsi-
bility from the perspective of detailed corporate financial and operating perfor-
mance, and have launched studies on the effects of corporate social responsibil-
ity “Class Insurance” Effect. Godfrey (2005) has made significant contributions
in the field of corporate social responsibility reputation insurance effects, has
clarified firstly the mechanism of corporate social responsibility reputation in-
surance effects. Corporate social responsibility performance can be used as a risk
management tool to avoid or reduce market value loss when negative events oc-
cur (Godfrey, 2005; Shiu & Yang, 2015). Lins et al. (2017) show that companies
with higher levels of social responsibility have more social capital, lower stock
prices and higher stock returns during the financial crisis. Using event research
methods, it is found that after a company has a negative legitimacy event; posi-
tive social responsibility performance can increase the company’s cumulative
excess income, reduce the value loss, and strengthen the ability of businesses to
recover from crisis (Godfrey et al., 2009).

At the same time, many domestic scholars have launched academic research
on the reputation insurance effect of corporate social responsibility. Fu and Ge
(2017) found that when companies face litigation risks, donations can alleviate
the undesired economic consequences. Song et al. (2017) show that corporate
social responsibility information disclosure mainly reduces the risk of stock price
crash through the effect of reputation insurance. For companies with a more proac-
tive social responsibility strategy, their “class insurance” effect is more obvious
(Chen, 2014). Corporate social responsibility is significantly positively correlated

with the cumulative abnormal return rate, the reason is that the company’s per-
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formance of social responsibility has a “class insurance” effect, which can effec-

tively mitigate the impact of strong environmental regulations.

2.1.2. Corporate Social Responsibility Performance and Investor
Behavior

Regarding the impact of corporate social responsibility on institutional inves-
tors’ stock preferences, there are two hypotheses: the short-sighted investor hy-
pothesis and the super-investor hypothesis. The super-investor hypothesis be-
lieves that social responsibility is a prerequisite for institutional investors to make
investment decisions, because choosing companies with good social responsibil-
ity can reduce the potential risks of investment decisions. Mao et al. (2012) es-
tablished a linear model to analyze the relationship between China’s 6 types of
institutional investors’ shareholding preferences and corporate social responsi-
bility, and the results showed that fund shareholding preferences and social re-
sponsibility performance were significantly positively correlated. Jiang & Xu
(2012) used the event research method to find that investors believed that those
with low corporate social responsibility scores would be dishonest and would
not choose the company for investment.

The short-sighted investor hypothesis believes that institutional investors do
not pay enough attention to corporate social responsibility due to internal and
external pressures, which is more short-sighted than individual investors. Inter-
nal pressure means that if institutional investors consider social responsibility
too much when making investment decisions, they will reduce the choice of in-
vestment options, which will reduce the diversity of investments and increase
investment risks in the short term. External pressure is concerned that social re-
sponsibility is not good for short-term performance assessment, and most of the
concern is social investment. Wang took China’s listed companies as the re-
search object, and also got the same conclusion, i.e., the social performance of
the company is subordinate to the economic performance. Li & Lu (2015) found
that corporate environmental performance has a positive impact on the institu-
tional investor’s shareholding ratio, and the impact of environmental perfor-
mance is only reflected in the shareholding of long-term institutional investors,

excluding the shareholding of short-term institutional investors.

2.1.3. Market Condition and Fund Investment Behavior

When discussing fund managers’ investment behavior and investment decisions,
different market conditions need to be considered (Brown et al., 1996). Kao et al.
(1998) studied the timing of fund selection in different market states; Capocci et
al. (2005) explored the performance and sustainability of hedge funds in differ-
ent market states. Research on fund risk-adjusted behavior in the context of
tournaments (Brown et al., 1996; Kempf et al., 2009), fund investment style drift,
and performance (Ainsworth et al., 2008), which all take into account market
conditions. In addition, under different market conditions, China’s investor be-
havior has shown significant differences. Xiao (2013) believes that under differ-

ent stock market cycles, there is a significant asymmetry in the choice of fund
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investors. During the bull market, the fund was keen on improving performance,
and during the bear market, the fund’s motivation to improve performance de-
clined. Xiao (2016) found that the expected risk adjustment of the winners and
losers varies according to the performance of the stock market. Its ranking-risk
adjustment sensitivity is significantly positively correlated with the market
strength.

Due to the significant differences in fund investment behavior under different
market conditions, in recent years, many scholars have begun to focus on
whether investors will make safe investment transfers when market volatility is
large and uncertainty is large and whether the investors would become more
cautious when choosing and deploying, from high-risk high-yield investments to
value-type, high-quality, and low-risk investments. Ng (2011) shows that in a
period of increasing political uncertainty leading to large market fluctuations,
investor demand for lower earnings quality stocks will decline because of the
greater uncertainty and adverse selection of these stocks. Jiang et al. (2017) used
2006-2015 open-end fund heavy storage holding data to test whether the fund’s
investment behavior in the bull and bear market is consistent with value invest-
ment. Research shows that funds follow value investment in bear markets; while
in bull markets, value investments are ignored due to the selective expression of

information advantages of funds in different market conditions.

2.2. Hypothesis Development

Existing studies have shown that under different market conditions, there are
significant differences in the investment behavior of fund managers. Funds are
abundant in the bull market. Fund managers are greatly affected by performance
rankings, pay more attention to the improvement of short-term performance,
attract more capital flows, and reward incentives dominate (Xiao, 2013). The
positive selection of stocks through social responsibility adds constraints to the
selection of portfolio ranges (Wright & Hiller, 1995); Industries such as alcohol
and tobacco with high returns and high risks are excluded from the portfolio se-
lection range during negative selection process, which affects fund performance
and reduces the return on investment (Capelle-Blancard & Monjon, 2012). There-
fore, during the period of market upswing, fund managers may ignore corporate
social responsibility investment due to the pursuit of short-term interests. How-
ever, during the bear market, market capital was not sufficient, the motivation of
fund managers to obtain more capital flows to improve performance declined,
and the risk of termination and the redemption of investors due to poor perfor-
mance were more affected. The investment behavior of fund managers Tends to
be conservative and conservative (Xiao, 2016). At this time, the fund’s willing-
ness to hedge risks is stronger, so that safe investment transfers are made, and
the investment is shifted to defensive assets such as value (Jiang et al., 2017), high
liquidity and low volatility (Vayanos, 2004). When the market condition is not
good, the moral reputation capital formed by companies that can not only posi-

tively affect the behavior of investment stakeholders, but also reduce the overall
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business risk of the company and enhance its ability to resist risks; the more
important is that it can reduce the adverse effects caused by negative events and
effectively avoid the potential impact of risk crises on stock prices and market
value losses (Godfrey, 2005). Based on the above analysis, this paper believes that
when the market condition is not good, fund managers’ investment behavior will
be more cautious and conservative, and their risk-averse will be stronger, so that
they will shift portfolio assets to a corporate society that can meet their hedging
needs and has a strong ability to withstand risks. Invest in companies with high-
er accountability. Therefore, this paper proposes Hypothesis:

During the bear market, the fund will shift its portfolio assets to more stocks

with higher corporate social responsibility performance.

3. Research Design and Samples

3.1. Data Sources

This paper selects the stock funds and mixed partial stock funds in China’s
open-end funds from 2010 to 2017 as sample objects, which can reflect the abil-
ity of fund managers to actively manage and invest in stock selection. The reason
for the lack of the last two years is that corporate social responsibility data is dis-
closed by year, and it’s too expensive to obtain the latest year’s social responsi-
bility data when writing this article. So the time series selected in this article is
from 2010 to 2017. this time series is missing the data of the last two years Sam-
ple fund holding code, the number of shares, stock market value, as well as fund
size, fund turnover rate and other fund-level data from the Guotai An database;
stock-level data such as daily standard deviation, book value ratio, asset return,
the system risk  value and the factors in the three-factor and four-factor models
come from Ruisi database; the corporate social responsibility rating data comes
from Runling Global (RKS) database.

3.2. Variable Definitions

3.2.1. Market Segmentation

This paper refers to the division method of Cai and Liu (2012), and uses the re-
turn rate of the mid-year market index of the A-share market to describe the
current market state. The reason why the mid-year market index returns are
used to determine the market status of the year is because the fund manager at-
taches great importance to the performance level of the fund in the first half of
the year and will decide what investment strategy to adopt in the second half of
the year based on the performance level of the first half of the year (Brown et al.,
1996; Xiao, 2016). Table 1 lists the Shanghai A-share index from 2010 to 2017,
including not only the index return in the first half of the year but also the index

return for the entire year.

3.2.2. Flight to Quality (FTQ)
The calculation of FTQ is based on the method of Chen et al. (2016), including
the following steps. First, the corporate social responsibility performance of each
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Table 1. SSE A-share index and index earnings.

Year-To-Date Mid-Year Year-End First Half Index Second Half Index  Market

Annual Index Index Index Earnings Earnings Status
2010 3402.31 2514.16 2940.24 -0.261 —-0.1358 Bear
2011 2987.03 2893.53 2304.12 -0.0313 —-0.2286 Bear
2012 2272.67 2330.5 2376.04 0.0254 0.0455 Bull
2013 2384.19 2071.26 2214.49 -0.1313 -0.0712 Bear
2014 2207.56 2144.75 3389.4 -0.0285 0.5354 Bear
2015 3511.05 4479.9 3704.3 0.2759 0.055 Bull
2016 3701.58 3068.46 3242.99 -0.0007 -0.0104 Bear
2017 3251.35 3327.14 3450.98 0.0014 0.0033 Bull

year is sorted in ascending order, and the cutoff points are divided by 30%, 40%,
and 30%. The division method is similar to Hirshleifer et al. (2012). Second, ac-
cording to the shareholding of the fund, all the shares held by the fund are as-
signed to different corporate social responsibility rating groups (r), for each
fund, calculate the high, medium and low three corporate social responsibility
performance groups included in the combination weighting of the shares

W, = zin:er , and a stock weight is the market value of a stock held as a pro-
portion of the total market value of all stocks held by the Fund. Finally, the FTQ
is calculated, and the combined weight of the high social responsibility perfor-
mance group is subtracted from the combined weight of the low social responsi-
bility group. The higher the FTQ value, the more likely the fund’s portfolio is to

hold high-performance stocks, the greater the degree of safe investment transfer.

3.2.3. Control Variables
The control variable definitions are shown in Table 2.

3.3. Research Design

This paper refers to Chen et al. (2016), and establishes a model (1) to test hy-
pothesis to determine whether the fund manager will invest in stocks with high-
er corporate social responsibility performance when the market condition is not
good.
FTQ =, +B,condition + ,LnTNA + 3, Turnover +3,Fund_VOL
+BsFund_BM + B,Fund_VOA + B, Difbeta + 4 Difsize (1)
+ B, Difturnover + B,,Difbm +¢;

3.4. Descriptive Statistics

Descriptive statistics of the variables are shown in Table 3. In the descriptive
statistics, the mean value of FTQ is 0.0187, which indicates that the fund’s in-
vestment in stocks with high corporate social responsibility has a weight of 1.8%

more than that in investments with low corporate social responsibility.
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Table 2. Control variable definitions.

Control Variable

Definitions

LnTNA

Turnover

Fund_VOL

Fund_BM

Fund_ROA

Difbeta

Difsize

Difturnover

Difbm

Taking a natural equivalent of the fund’s net assets at the end of the period

The ratio of the fund’s stock trading volume in year t (the average cost of buying
stocks and the income of selling stocks) to the average amount of net assets at the
beginning and end of the period

The weighted average of the standard deviation of daily returns on the stocks held
by the fund

The weighted average of the book-to-market ratio of the stocks held by the fund
gets the book-to-market ratio at the fund level

The weighted average of the return on assets of the stocks held by the fund repre-
sents the company performance at the fund level

First, all the stocks held by the fund in each year are sorted according to the
value of the stock CAPM and divided into three groups: low, medium, and high;
then the weights of the stocks held by fund i belong to the low, medium, and high
groups. Finally, subtract the weight of the group with the high B value from the
weight of the group with the low [ value

First, all the stocks held by the fund in each year are sorted according to the
market value of the stock and divided into three groups: low, medium, and high;
then the weights of the shares held by fund i belong to the low, medium, and high
groups; Finally, subtract the weight of the group with the low stock market value
from the weight of the group with the high stock market value

First, all the stocks held by the fund in each year are sorted according to the stock
turnover rate and divided into three groups: low, medium, and high; then the
stocks held by fund /belong to the low, medium, and high weights; Finally,
subtract the weight of the group with the low turnover rate from the weight of the
group with the high turnover rate

First, all the stocks held by the fund in each year are sorted according to the book
value ratio of the stock, divided into three groups of low, medium and high; then
the weight of the shares held by fund 7/belong to the low, medium and high
groups; Finally, subtracting the lower book value from the weight of the group
with the higher book value than the group weight means the weight

Table 3. Descriptive statistics.

Variables ~ Number of Samples Mean Standard Deviation Min Maximum
FTQ 2740 0.0187 0.0724 -0.2743 0.3604
Condition 2740 0.5558 0.497 0 1
LnTNA 2740 20.7563 1.4714 16.2117 23.9896
Turnover 2740 3.2387 2.9907 0.0728 31.2548
Fund_VOL 2740 0.0235 0.0082 0.0007 0.0557
Fund_BM 2740 0.4012 0.1322 0.0077 0.8477
Fund_ROA 2740 0.06 0.0237 -0.0088 0.168
Difbeta 2740 -0.0075 0.2233 -0.8591 0.7632
Difsize 2740 0.2201 0.2869 -0.9352 0.8862
Difturnover 2740 -0.0661 0.2465 -0.8215 0.9081
Difbm 2740 0.0066 0.3064 -0.8858 0.9163
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4. Hypothesis Testing

4.1. Regression Analysis

Table 4 shows the test results of hypothesis. In regression (1), the coefficient of
condition is 0.078, which is significant at the level of 1%, and in regression (2),
the coefficient of condition is 0.121, which is at the level of 1% significantly as
well. The results all support Hypothesis. That is, when the market environment
is not good, the fund uses corporate social responsibility performance for safe
investment transfer and turns to stocks with higher corporate social responsibil-
ity.

Among fund-level variables, the coefficient of Fund_VOL is significantly neg-
ative at the level of 1%, the coefficient of Fund_BM is significantly positive at the
level of 1%, and the coefficient of Fund_ROA is significantly negative at the level
of 1% just in the regression (1), which shows that the fund turns to stocks with
higher social responsibility performance, and tends to have lower return volatil-
ity, higher book-to-market ratio, or lower return. The coefficient of Difsize is
significantly positive, indicating that the fund’s investment strategy based on
stock market value (transfer from low market value to high market value) is
consistent with the direction of corporate social responsibility-based investment
strategy; the coefficient of Difbm is significantly negative, indicating that the
fund’s investment strategy based on the book’s book to market value ratio (from
a high book to market value ratio to a low book to market value ratio) is con-
sistent with the corporate social responsibility based investment strategy di-

rection.

Table 4. Flight to quality based on corporate social responsibility.

Variable FTQ (1) (2)
Experiment Variable Condition 0.078 (7.04)*** 0.121 (7.81)***
LnTNA 0.004 (0.94) 0.001 (0.35)
Turnover 0.000 (0.48) 0.002 (1.84)*
Fund;}:;;iﬁ:mtml Fund_VOL ~5.254 (8.20)** ~6.273 (6.69)**
Fund_BM 0.556 (17.51)*** 0.824 (12.85)***
Fund_ROA —0.264 (1.76)* —1.753 (9.36)***
Difbeta —0.001 (0.06)
Alternative Investment Difsize 0.168 (10.82)**
Strategy Difturnover 0.015 (0.80)
Difbm —0.239 (8.95)***
Constant —0.175 (1.84)* —0.165 (1.93)*
Year Yes Yes
Observations 2740 2740
Adjusted R-Squared 0.347 0.428
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4.2. Robustness Tests

If the sample year is dominated by a bull or bear market, the test results may be
unstable due to an imbalance in the sample distribution. In order to more clearly
observe the impact of market performance on fund investment behavior, this ar-
ticle further selects sub-samples before and after the bull-bear market transition
for regression. Therefore, this article adopts the following methods when select-
ing the sub-samples before and after the bull-bear market transition: First, the
years before and after the bull-bear market transition are selected. According to
the market conditions, it is finally determined as the period of the bull and bear
market transition. After determining the sample period, this article selects funds
that can obtain data before and after the conversion of the bull and bear market,
and finally forms a sub-sample that contains annual data of 1534 funds.

Table 5 shows the regression results of safe investment transfer in the sub-
samples before and after the bull-bear market transition. As can be seen from
Table 5, the coefficients of the explanatory variable are significantly positive,
and the results still support Hypothesis. In the bear market, the fund uses cor-
porate social responsibility strategies for safe investment transfer, and turns to

stocks with higher corporate social responsibility.

5. Conclusion

This paper takes China’s stock funds and mixed partial stock funds from 2010 to
2017 as research objects, and studies whether fund managers have flight to qual-
ity behaviors due to hedging needs and turns to stocks with higher corporate so-

cial responsibility performance when the market is in a poor state.

Table 5. Fund safety investment transfer regression analysis based on sub-samples before
and after the bull-bear market transition.

Variable FTQ (1) (2)
Experiment Variable Condition 0.018 (2.05)** 0.052 (4.26)***
LnTNA 0.005 (0.95) 0.003 (0.68)
Turnover 0.001 (0.68) 0.002 (1.95)*
Fund-Level Control
Variables Fund_VOL ~5.009 (6.89)*** —5.356 (5.19)***
Fund_BM 0.456 (12.81)*** 0.793 (10.96)***
Fund_ROA ~0.059 (0.35) —1.785 (8.46)***
Difbeta —0.057 (3.08)**
Alternative Investment Difsize 0.150 (9.32)*
Strategy Difturnover 0.016 (0.76)
Difbm —0.255 (8.43)%**
Constant Yes Yes
Year —0.162 (1.41) —0.201 (2.00)**
Observations 2740 2740
Adjusted R-Squared 0.347 0.428
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On the one hand, existing studies have shown that systemic risks are reduced
during bull markets, while systemic risks are higher during bear markets.
Therefore, there are systematic risk differences in different market environments
represented by bull and bear markets. When the market environment is not
good, the impact of higher systemic risks on asset portfolios will also increase. At
this time, the need for funds to hedge risks is higher. In order to reduce the
downside risk of the investment portfolio brought by the poor market environ-
ment, the fund will transfer the portfolio assets towards safer stocks for safe in-
vestment transfer.

On the other hand, existing research has shown that the companies that ac-
tively assume social responsibility can form a reputation insurance effect, which
can not only improve the company’s ability to resist risks, but also mitigate the
negative impact of negative events when negative events occur, and prevent the
stock price from falling sharply and losing market value.

Therefore, the research results in this paper show that when the market con-
dition is not good, the systemic risk of the stocks held by the fund is high, and
the fund’s willingness to hedge risks is enhanced. Fund managers would have
flight to quality behavior and turn to invest in stocks with higher corporate so-
cial responsibility performance that meets their hedging needs.

The significance of this paper lies in the fact that the existing literature is more
about the relationship between investment decisions of fund managers and cor-
porate social responsibility, without considering the path and mechanism of how
funds use social responsibility information to make decisions. Therefore, from
the perspective of social responsibility performance “Class Insurance” effect, this
paper aims to explore whether fund managers have fight to quality behavior and
make safe investment transfers to more stocks with good social performance
when the market environment is not good?

However, the research in this article still has certain limitations:

First, because fund managers make quarterly shareholding data when making
portfolio decisions, the existing corporate social responsibility data are all annual
data. To ensure the integrity of the data, this article selects annual data. But the
stock market is changing rapidly, and the annual data span is large. Therefore, it
is impossible to find more comprehensive standards and methods to evaluate the
social responsibility performance of the fund in its investment portfolio.

Second, in this article, the research on fund safe investment transfer behavior
selects partial stock funds in stock and hybrid stocks, so it mainly focuses on the
safe investment transfer behavior in the stock market. However, the investment
objects of the fund are becoming more and more diversified, and whether the
fund may also diversify its investments by diverting assets to different financial
submarkets (such as investment transfer between the stock market and the bond
market). Especially when one of the financial sub-markets is in a turbulent pe-
riod, is there any risk-avoiding behavior between the markets to divert invest-
ment to a more stable financial sub-market? This question deserves further dis-

cussion.
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