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Abstract

We investigate the role of corporate-bond mutual funds in providing
liquidity to insurance companies that are forced to sell downgraded corporate
bonds due to regulatory constraints (Ellul, Jotikasthira, and Lundblad,
2011). First, corporate-bond mutual funds are important liquidity providers
to insurance companies during fire sale events, purchasing about 26.4% of
fire sale bonds during the downgrading quarter. Second, our results support

the slow-moving capital theories (Duffie, 2010) based on searching costs and
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