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Abstract: The phenomenon of decreasing returns to scale in fund performance has been widely
observed, but research in this area has been mainly focused on equity funds. This paper examines the optimal
size of different types of bond funds and the performance constraints of oversized and undersized funds. It uses
a combination of empirical regression analysis and fund manager interviews to enhance the knowledge of the
impact of bond fund size changes on performance as well as to improve the investment returns of investors.
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