	Table 7. Factors influencing tracking errors of synthetic ETFs

	
	TE1
	TE2
	TE3

	
	Model (6)
	Model (7)
	Model (6)
	Model (7)
	Model (6)
	Model (7)

	SIZE
	  -0.9820 *          (-2.5337)
	
	-1.4516           (-1.9085)
	
	-1.3219            (-1.7677)
	

	EXP
	-0.7954 **          (-2.9265)
	
	-1.4156 *         (-2.6536)
	
	-1.2412 *           (-2.3669)
	

	DIV
	0.1401        (1.1143)
	
	0.2070       (0.8384)
	
	0.1570         (0.6472)
	

	VOL
	
	0.0180                 (0.2659)
	
	0.0013       (1.3159)
	
	-0.0926         (-1.4098)

	RISK
	
	48.9059 **         (10.8350)
	
	100.1893 **      (1486.85)
	
	95.7508 **     (21.9601)

	Adj. R2
	0.5303
	0.8922
	0.3039
	0.9999
	0.3508
	0.9626

	F-statistics
	3.8933 **
	23.6229 **
	2.1187 *
	295684.9 **
	2.3850 *
	71.4559 **

	Note: The table presents the results of panel regression model with fixed effects estimation for 7 physical ETFs over the period 2009-2011. The coefficients of natural logarithm of size (size is measured in HKD million), scaled expense ratio, dividend yield, natural logarithm of trading volume, and risk of the market are shown as well as the adjusted R2 and F-statistics for testing the overall significance of the model, for all three tracking errors. t-statistics are in the parentheses. 
Model number (6): 
[image: image1.wmf]t

i

t

i

t

i

t

i

t

i

V

I

D

P

X

E

E

Z

SI

E

T

,

,

3

,

2

,

1

,

~

~

~

~

~

e

b

b

b

+

×

+

×

+

×

=


Model number (7): 
[image: image2.wmf]t

i

t

i

t

i

t

i

K

S

RI

L

O

V

E

T

,

,

2

,

1

,

~

~

~

~

e

b

b

+

×

+

×

=



	* denotes significant at 5%; ** denotes significant at 1%
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