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The real value of China’s stock market
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*methodology of Bai et al. (2016).
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Abstract

« What capital allocation role can China’s stock market play? Counter to perception,
stock prices in China have become as informative about future profits as they are in
the US. This rise in stock price informativeness has coincided with an increase In
Investment efficiency among privately owned firms, suggesting the market is
aggregating information and providing useful signals to managers.

« However, price informativeness and investment efficiency for state-owned enterprises
fell below that of privately owned firms after the postcrisis stimulus, perhaps
reflecting unpredictable subsidies and state-directed investment policy.

 Finally, evidence from realized returns suggests Chinese firms face a higher cost of
equity capital than US firms.

« Keywords : Capital allocation;Price informativeness;Market integration;Global investing



Firm selection and corporate cash holdings

« Juliane Begenau,Berardino Palazzo
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« Since the early 1980s, the composition of US public firms has
progressively shifted toward less profitable firms with high growth
potential (Fama and French, 2004).

* We estimate a dynamic corporate finance model to quantify the role of
this selection mechanism for the secular trend in cash holdings among

US public firms.

 We find that an increase In the precautionary savings motive—
primarily driven by the decline in initial profitability among R&D-
Intensive new lists—explains about 50% of the upward trend in cash

holdings.
 This selection mechanism also explains part of the upward trend In

sales growth volatility.
e Kevwords : Cash holdinas:R&D firms:New lists:Eirm selection
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N, BRENXEESHINER, (Opleretal., 1999;Bates et al., 2009), FEMESBIRAIN A (Azar,
Kagy and Schmalz, 2016), 7l (Butters, 1949; Foleyet al., 2007), {tCIEEEER (Dittmar and Mahrt-Smith,
2007; Nikolov and Whited, 2014), 4737 RZ5Y, (Brown and Petersen, 2011; Falato,Kadyrzhanova and
Sim, 2013; Falato and Sim, 2014; Gao,2015; Zhao, 2020; He and Wintoki, 2016; Lyandres and Palazzo,
2016).
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Rlselection effect,
« ZHE—, —B I, AFERNMERTE (cash-to-asset ratio) F= N (BPwithin-firm effect) .
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#5284 : a simulated method of moments estimation (SMM)
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Panel A: Moments

N=532
Moments Data Model t — stat
Average cash holdings at entry 0.118 0.110 1.486
Average change in cash holdings -0.018 -0.061 7.264
Volatility cash holdings 0.057 0.053 2.093
Autocorrelation cash holdings 0.276 0.282 —0.368
Average issue size at year 10 0.022 0.022 —0.067
Mean sales growth at 2 0.152 0.167 —1.152
Volatility sales growth at entry 0.086 0.054 3.426
Average change in sales growth —0.136 —0.141 0.292
Volatility sales growth 0.191 0.175 2.941
Autocorrelation sales growth 0.053 —0.002 3.530
Average mnvestment rate at entry 0.108 0.082 4.003
Average change in investment rate —0.050 —0.056 0.746
Volatility investment rate 0.088 0.104 -5.972

Shanxi University of Finance and Economics
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Risk management, firm reputation, and the impact
of successful cyberattacks on target firms

* Shinichi Kamiya,Jun-Koo Kang,Jungmin
Kim,Andreas Milidonis,René M. Stulz




FEAS:

ERE DB (loss distribution) AZEHER T, MIR—RAEIREXEIMSIES, EEMEEMmIERIRIAN
ZMEEETRENBER MR ABENEXEEEINTHMEAE TN, AESGRBENIRE D MR REEE
BUR.,

BEERKRDECZEIBLAEF, 1ZEEINESZH, LU REREHRIATEEM, Bl TREERE, HiFEE
ABAEMXEHNERE. ENKNGEHIAAE (BIXNEZRMENAFIEm) . NERGERINESRAEIEELININ
HEABBERRIZ M.

AR 7 EMM AT TIAFIEESIER M. ot 7 NEBIENREVERIF NN, HEERSINSEMAER
HEIMRE B URIAISRNBNEHNES N, EIeEMNENGEINEE. KEEEMX KRB
AT, KAREREENBYNEENEEFMANIERE. Bn 7 NEHEN T REEIFRIRR ERIS N,

A

Bt 2005522017 FFHA B EEGEETRZAIFTEEUR HESY (6328 2F4) FHih. PRHITES BIEAcopstat
FICRSPHE] ARSI EEHREUBINE A, HANEEALIESRZT. EEUESRZFTadEmATT L.
XEFEF 922450855 A~ BRI 7307 ENBINENREER, HAPIEENE AT, H44ERXNFAEH
Wi, #2244, EIEHRE, S51RLE (22.8%) ERAINEFAREERKN T ZRNMEBENE. ERAINERF,
73.9%RIMNEBINE P RMFERIREK, HR26.1% AT RUFERIREK.
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* IR
* Jarrell and Peltzman (1985) and Karpoff and Lott (1993) and treat
the reputational loss as a residual.

* Other studies use a direct approach to explore reputational losses
by assessing the impact on earnings or on stakeholder relations.




d‘é’ﬂﬁféig

' Shanxi University of Finance and Economics

- B, HRBEATEERREREINBBIERIRN,

- JEIHIEEX, WRAMESO0BEWEZE, WSLIRRD. MEES. THEEKR,
ElEERRERNENE. NEREEGREAEE=FRENTINEENAEF.

« ELR, BoiialMBRELNSHIRM., MEIEN—RATRRERRM, EAEA
RESBRFER. NERMANA, FANS. AJRESEEIK, HuRESEFERK,

* TABREXREST, HNNEBEFIFERRRERIR(CAR)/-0.84%,
* BRANAWSERIRFAIBERICAREZ, B1-1.09%,

- MBENRIAEAE, SWEFRRK, REILHERPEESIERIXRER, X
NENRERREEAINED R




e B R GER T

' Shanxi University of Finance and Economics

.« iR
* LARG RN ANMFEEMENBEFASERBEANBREMEREK

c 2T U R B MATMRAERERUERINKE, BENHARNERKR249.9(2%TH
EMRPHILT{ZETT.

» BEXMOREMERKTHARTHMAR, MXTHFEMNEILRITTEEMRANHTER, UX
XL E R XA EEREBARBINEHIR W, XA S NEEBKMNERITR TREFEZENR
MkE. EENE, RENVERKERXEFERA: HEEKTEEZHNATNREYERK
BT BN AR,

* SERZKEMNFBENFHELNERLT, ZASNKEEEBCRMR I R RIZFIFAZ. 18
tE2 T, RBMENRSENREEERETERIES, BT D MBI RERR LR

- AkJE, BNAARXEZTEFNFIRKFOED T REAMERA. X—ERSWLHMBETNHE
BAREIN Y ZTF XS F B A AR AR B = —EXRY



Abstract

» We develop a model where a firm has an optimal exposure to cyber risk. With rational, fully
Informed agents and with no hysteresis, a successful cyberattack should have no impact on a
financially unconstrained target's reputation and post-attack policies. In contrast, when a
successful attack involves the loss of personal financial information, there is a significant
shareholder wealth loss, which is much larger than the attack's out-of-pocket costs. This
excess loss Is higher when the attack decreases sales growth more and lower when the board
pays more attention to risk management before the attack. Further, an attack decreases a firm's
risk appetite, as it beefs up its risk management and information technology and decreases the
risk-taking incentives of management. Finally, successful cyberattacks adversely affect the
stock price of firms in the target's industry. These results imply that successful attacks with
personal financial information loss provide adverse information about cyber risk to target
firms, their stakeholders, and their competitors.

« Keywords : Cyber risk;Cyberattack;Risk management;Reputation;Firm value;Stakeholders



Rare disaster probability and options pricing

* Robert J. Barro,Gordon Y. Liao
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« —RAUEMAFRBEEFIIIINRBERNIESMNTE, FEH TS&P500 (US), FTSE (UK),
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ADbstract

* We derive an options-pricing formula from recursive preferences and
estimate rare disaster probability. The new options-pricing formula
applies to far out-of-the-money put options on the stock market when
disaster risk dominates, the size distribution of disasters follows a
power law, and the economy has a representative agent with a
constant-relative-risk-aversion utility function. The formula conforms
with options data on the Standard & Poor's (S&P) 500 Index from
1983 to 2018 and for analogous indices for other countries. The
disaster probability, inferred from monthly fixed effects, is highly
correlated across countries, peaks during the Global Financial Crisis,
and forecasts rates of economic growth.




Systematic risk, debt maturity, and the term
structure of credit spreads

« Hui Chen,Yu Xu,Jun Yang
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Abstract

« We document several facts about corporate debt maturity: (1) debt maturity is
pro-cyclical, (2) higher-beta firms tend to have longer maturity, and (3) shorter
maturity amplifies the sensitivity of credit spreads to aggregate shocks. We
present a dynamic capital structure model that explains these facts. In the
model, leverage and maturity choices are interdependent, which reflect the
tradeoffs of liquidity discounts of long-term debt, repayment risks of short-
term debt, and the benefit of short-term debt as a commitment device for
timely leverage adjustments. Additionally, the model helps quantify the effects
of maturity dynamics on the term structure of credit spreads.

« Keywords : Credit risk; Term structure;Business cycle;Maturity
dynamics;Liquidity




Deleting misconduct: The expungement of
BrokerCheck records

* Colleen Honigsberg,Matthew Jacob
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Abstract

 We examine a controversial process, known as expungement, which allows brokers to remove
evidence of financial misconduct from public records. From 2007 to 2016, we identify 6660
expungement requests, suggesting that brokers attempt to expunge 12% of the allegations of
misconduct reported by customers and firms. When these requests are adjudicated on the merits,
arbitrators approve expungement 84% of the time. We show that expungements significantly
predict future misconduct; brokers with prior expungements are 3.3 times as likely to engage in
new misconduct as the average broker. Further, using an instrumental variable based on the random
assignment of arbitrators, we present evidence that brokers who receive expungement are more
likely to reoffend than brokers who are denied expungement. We also show that successful
expungements improve long-term career prospects.

« Keywords : FINRA Rule 2080;Expungement;Broker misconduct;Recidivism;BrokerCheck



Measuring institutional trading costs and the
Implications for finance research: The case of
tick size reductions

* Gregory W. Eaton,Paul J. Irvine, Tingting Liu




G
*® -+
3 "
C j
%, &
{."-":..»\vc\"#

o [AJEER :

» NMINZAMAEET R ZA? ARTWEIREE NERZMAT AT T

BrENERYEZ M,

- $3f -

o FFBHAZFRFIAENA _E iR A 52 IR EE B /K SERIB R E Ra 81T,

» AJFAbelNoserf2HANT B EIRMZEIANISRN, ZABRE—a I

FPIEHRRZ R ADTTIRSZEEA 8, M EERBRINIREE
AbelNosert2HAZZ80E: IRRFEBEMEAESZEE.

- ik

. 1 T —MUFRN IR R E R DA IS N ESIRE,




ly ?BW%{
LT H BT RE M AT BT S .

BT B/ MR AT S S S AT S
R X R AT BT R,
 FRNE M T BRI R B R I B AR A M B EL R

/.

* WIS/ NIRRT =2 I AL A 3E 5 AR




G
% +
3 "
C j
%, &
{."-":.. wc\"‘a

- HiE:

o RN AR BRI ENIST 2 ERRRE RN kR R T HENEE.

« NMERZHRASEITZ ERN R EERIEXRIERES.

 SEERHERE/INEN ITHMERI N RE BES00.

« EFFEARIMPERAS, BIRIMRINMBVERERNEEEZNE, KERRFERTE
SRR E RIS IO L ERIAIE R,

« BTFERNAMTER BT NMEIRBEEZLMN. ATH—DIREXNER, FHA)
SHHT BT 2R, —BFR(IMERTWERZMARGERNE, W ITHARHE
HNEICHESREERNNE. &E, BRI RARFEE SSHDITHEREH
RERFRERGERIINE. INRFENIRNEZERESEASN S EEN T, BA
2 E RS ER ZF AR EE ETVWORaNE, Mg HESWERBINHIFF
ARV ZRABIBMLE.

e




Abstract

 Using proprietary institutional trade data, we construct a price impact measure that
represents the costs faced by institutional investors. We show that many widely
used liquidity measures do not adequately capture institutional trading costs. We
then find that institutional trading costs are not dramatically impacted by
decimalization, casting doubt on the widely used identification strategy that
employs decimalization as an exogenous shock to liquidity, particularly
Institutional liquidity. 1Indeed, we find that conclusions from prior research are
significantly altered when we measure liquidity using institutional trading data.

« Keywords : Decimalization;lInstitutional trading costs;Market
microstructure;Stock liquidity; Tick size reductions



Business groups and the incorporation of firm-
specific shocks Into stock prices

* Mara Faccio,Randall Morck,M. Deniz Yavuz
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Abstract

« Firm-specific information has a damped effect on business group-affiliated firms’ stock
prices. Such firms' idiosyncratic stock returns are less responsive to idiosyncratic
commodity price shocks than are the idiosyncratic returns of otherwise similar
unaffiliated firms in the same country and commodity-sensitive industry. Using global
commodity shocks means we assess responses to common idiosyncratic shocks of the
same magnitude, frequency, and observability. Further identification follows from
difference-in-difference tests exploiting successful and matched exogenously failed
control block transactions. We conclude that business group firms’ stock prices provide
less firm-specific information to capital providers and managers.

« Keywords : Business groups;Incorporation of firm-specific information;Economic growth



oan guarantees and credit supply
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Abstract

« Whether guarantees increase lending supply or simply act as a subsidy to lenders. We use
notches in the guarantee rate schedule for Small Business Administration (SBA) loans to
estimate the elasticity of bank lending volume to loan guarantees. We show significant
bunching in the loan distribution on the side of the size threshold that carries a more generous
loan guarantee. The excess mass implies that increasing guarantee generosity by one percentage
point of loan principal would increase per-loan lending volume by $19,000. Excess mass
Increases In periods with guarantee generosity, and placebo results indicate that the effect
disappears when the guarantee notch is eliminated.

« Keywords : Bank lending;Loan guarantee;Government loans;Borrowing;Policy



- IR’

© EEBUFTREREMBARRKAEERKEIRNET, E—HEEFENNETHMEEE., AZESANIHRIERE
BEMWNTY, MRBFTREREETRREZIEIOKE, o UGINEEERN, BURT R ANIERA R AR
71, BRFEFRITEENBIERRETEHETEME, SOUREAXNTRANANE, BURT X TRIBRIE R M
HF T

- AR

» BERXEEROEZmI NV EERHEE.

. Ak

« AXHMANEWVEERRTHRANANRE, =7 ERHEXS BRI NENE—PSTIEETT. RERERE, 7y
it 7 HANIRASRIB A S X MERER R, B 7 —PBEMETT, FutiTSik.

- Bk

» RE/NEWEERSBAMNETE. EEFA T 7(@MEF T THEREE, KB mL ERAERIER D TR MUK
RIBLIERAIIRK



)z mirz

Shanxi University of Finance and Economics

. Hik:

s TR EEREEFIEE—MN, BRXIEREBRESFEIINLY, FBERKNERX
TG A019000E 7T,

s B ERIEBRINREZERERBURT R HENE S NEN R V2R
FRITN TR AR TR HIBR RN EME . TR
B, IRFEREN, XEMERRESEHRKEN EXET.

» RRIBRICRRELBUR T AFRITR AT = AR R ERERNDE, UERXEE
RTEREHMZE, EBETT U EpRu, o U ETRA—1 2 EA
R A—NE. REHTENZZHARBKAE TR0 BCERAIX LT
YT EIR

L
o




On the direct and indirect real effects of credit
supply shocks

* Laura Alfaro,Manuel Garcia-Santana,Enrigue Moral-Benito
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Abstract

* We explore the real effects of bank-lending shocks and how they
permeate the economy through buyer-supplier linkages. We combine
administrative data on all Spanish firms with a matched bank-firm-loan
dataset of all corporate loans from 2003 to 2013 to estimate firm-specific
credit supply shocks for each year. We compute firm-specific measures of
exposure to bank lending shocks of customers (upstream propagation)
and suppliers (downstream propagation). Our findings suggest that credit
supply shocks have sizable direct and downstream propagation effects on
employment, investment, and output, especially during the 2008-2009
crisis, but no significant impact on employment during the expansion. We
provide evidence that both trade credit extended by suppliers and price
adjustments in general equilibrium explain downstream propagation of
credit shocks.



Slow-moving capital and execution costs:
Evidence from a major trading glitch

* Vincent Bogousslavsky,Pierre Collin-Dufresne,Mehmet Saglam
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Abstract

* We Investigate the impact of an exogenous trading glitch at a high-
frequency market-making firm on standard measures of stock liquidity
(spreads, price impact, turnover, and depth) and institutional trading
costs (Implementation shortfall and volume-weighted average price
slippage). Stocks in which the firm accumulates large long (short)
positions increase (decrease) by about 4% during the glitch and
become substantially more illiquid. It takes one day for prices and
spread-based liquidity measures to revert. Institutional trading costs,
however, remain significantly higher for more than one week. Both
liquidity measures are also weakly correlated outside the glitch period,
suggesting they capture different aspects of liquidity.



AIr pollution, affect, and forecasting bias:
Evidence from Chinese financial analysts
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Abstract

 We document a negative relation between air pollution during corporate site
visits by investment analysts and subsequent earnings forecasts. After
accounting for analyst, weather, and firm characteristics, an extreme worsening
of air quality from “good/excellent” to “severely polluted” Is associated with a
more than 1 percentage point lower profit forecast, relative to realized profits.
We explore heterogeneity in the pollution-forecast relation to understand better
the underlying mechanism. Pollution only affects forecasts that are announced
In the weeks immediately following a visit, indicating that mood likely plays a
role, and the effect of pollution Is less pronounced when analysts from
different brokerages visit on the same date, suggesting a debiasing effect of
multiple perspectives. Finally, there is suggestive evidence of adaptability to
environmental circumstances — forecasts from analysts based in high pollution
cities are relatively unaffected by site visit pollution.



Stock market liberalization and innovation

* Fariborz Moshirian,Xuan Tian,Bohui Zhang,Wenrui Zhang
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Abstract

* We investigate the effect of stock market liberalization on technological innovation.
Using a sample of 20 economies that experience stock market liberalization, we find that
these economies exhibit a higher level of innovation output after liberalization and that
this effect is disproportionately stronger in more innovative industries. The relaxation of
financial constraints, enhanced risk sharing between domestic and foreign investors, and
Improved corporate governance are three plausible channels that allow stock market
liberalization to promote innovation. Finally, we show that technological innovation is a
mechanism through which stock market liberalization affects productivity growth and
therefore economic growth. Our paper provides new insights into the real effects of stock
market liberalization on productivity growth and the economy.



Index option returns and generalized entropy bounds

*Yan Liu
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Abstract

* | develop a new spectrum of moment bounds on the pricing kernel. They stem
from the solution of an optimization problem that is complementary to Hansen
and Jagannathan (1991) approach. Economically, they measure the discrepancy
between what an optimizing agent could achieve If all assets (that are priced by
the pricing kernel) were tradable and what she can actually achieve in the real-
world market. Through the lens of these bounds, | examine leading macro-
finance models using index option returns. | show, in a model-free fashion, the
difficulty of several classes of models in meeting option-implied bounds. |
highlight the unique Information that my bounds provide compared with
existing approaches.
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