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*****.This article examines the impact of stock market performance on the investment policy of pension funds. We find that stock market
performance aEect the asset allocation of Dutch pension funds in two ways. In the short term, outperformance of equities over bonds and
other investment categ ories automatically results in a hig her actual equity allocation (and vice versa), as pension funds do not continuously
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hig hly asymmetrically to equity returns. Their positive excess equity returns lead to adjustments in equity portfolios of more than 100 percent,
reflecting  overshooting  of free floating , or positive-feedback trading . Apparently, manag ers of larg e funds have g reater risk tolerance,
particularly in bull markets.
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