Journal of Financial Economics
2020 (05)

CHRA: £F 2
2021.7.14




1.Time-varying inflation risk and stock return

2.Liquidity regimes and optimal dynamic asset allocation

3.Do dividends convey information about future earnings?

4.Does the stock market make firms more productive?

5.Capital requirements, risk choice, and liquidity provision in a business-cycle model
6. Mutual fund investments in private firms

7. International R&D spillovers and asset prices

8. The creation and evolution of entrepreneurial public markets

9. Risky bank guarantees

10.1 can see clearly now: The impact of disclosure requirements on 401(k) fees

11. Democracy and credit

12. Medicaid and household savings behavior: New evidence from tax refunds

shanxi universiey



1. Time-varying inflation risk and stock return
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Time-varying inflation risk and stock returns



ABSTRACT

« \We show that inflation risk is priced in stock returns and that inflation risk
premia in the cross-section and the aggregate market vary over time, even
changing sign as in the early 2000s.

« This time variation is due to both price and quantities of inflation risk
changing over time.

 Using a consumption-based asset pricing model, we argue that inflation risk
Is priced because inflation predicts real consumption growth.

« The historical changes in this predictability and in stocks’ inflation betas
can account for the size, variability, predictability, and sign reversals in
inflation risk premia.
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2.Liquidity regimes and optimal dynamic asset allocation

Pierre Collin-Dufresne, Kent Daniel , Mehmet Saglam
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ABSTRACT

Liquidity regimes and optimal dynamic asset allocation

We solve a portfolio choice problem when expected returns, covariances, and
trading costs follow a regime-switching model.

The optimal policy trades towards an aim portfolio given by a weighted-
average of the conditional mean-variance-efficient portfolios in all future
states.

The trading speed is higher in more persistent, riskier, and higher-liquidity
states.

It can be optimal to overweight low Sharpe-ratio assets such as Treasury
bonds because they remain liquid even in crisis states.

We illustrate our methodology by constructing an optimal US equity market
timing portfolio based on an estimated regime-switching model and on
trading costs estimated using a large-order institutional trading data set.
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3.Do dividends convey information about future earnings?

Charles G. Ham, Zachary R. Kaplan, Mark T. Leary
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ABSTRACT

» \We show that dividend changes contain information about highly persistent
changes in future economic income.

« Three methodological differences lead us to different conclusions from the
extant literature: (i) we use an “event window approach” to cleanly
delineate earnings after dividend changes from those before, (ii) we use
alternative earnings measures to control for endogenous investment and
asset write-downs surrounding dividend changes, and (iii) we control for
the nonlinear relation between dividend changes and market reactions.

* Our results suggest dividend announcement returns reflect information
about the level of permanent earnings, though the timing of the information
content is difficult to reconcile with traditional signaling models.
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4.Does the stock market make firms more productive?

Benjamin Bennett , René Stulz , Zexi Wang
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ABSTRACT

» Management, directly or indirectly, learns from its firm’s stock price, so a more
informative stock price should make the firm more productive.

» We show that stock price informativeness increases firm productivity. We
provide direct evidence of one channel through which stock price
Informativeness affects productivity; specifically, we find that CEO turnover is
less sensitive to Tobin’s g when informativeness is lower.

» We predict and confirm that the productivity of smaller and younger firms,
better governed firms, more specialized firms, and firms with more competition
IS more strongly related to the informativeness of their stock price.

» We further address endogeneity concerns with the use of brokerage closures,
S&P 500 additions, and mutual fund redemptions as plausibly exogenous events.
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5. Capital requirements, risk choice, and liquidity provision
In a business-cycle model

Juliane Begenau
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ABSTRACT

» This paper develops a dynamic general equilibrium model to quantify
the effects of bank capital requirements.Households’ preferences for
liquid assets imply a liquidity premium on deposits. The banking
sector supplies deposits and has excessive risk-taking incentives.

» | show that the scarcity of deposits created by an increased capital
requirement can reduce the cost of capital for banks and increase bank
lending.

» A higher capital requirement also increases banks’ monitoring
Incentives, which improves the efficiency of banks’ activities.

» Under reasonable parameterizations, the marginal benefit of a higher
capital requirement related to this channel significantly exceeds the
marginal cost, indicating that US capital requirements have been
suboptimally low.
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6. Mutual fund Iinvestments in private firms

Sungjoung Kwon, Michelle Lowry, Yiming Qian
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ABSTRACT

» Historically, a key advantage of being a public firm was broader access to
capital, from a disperse group of shareholders. In recent years, such capital has
Increasingly become available to private firms as well.

» We document a dramatic increase over the past twenty years in the number of
mutual funds participating in private markets and in the dollar value of these
private firm investments.

» We evaluate several factors that potentially contribute to this trend: firms
seeking extra capital to postpone public listing, mutual funds seeking higher
risk-adjusted returns and initial public offering (IPO) allocations, and venture
capitalists (VCs) seeking new investors to substantiate higher valuations.
Results indicate that the first two factors play a significant role.
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Federico Gavazzoni, Ana Maria Santacreu




Ja] R4 Y

JEARTH T RS A B [E AH O TEARR . IEE T B35 R AL THR K, X B BEL
IR 5~ 1R R A] AR 1

XA B AT 52 B 4 b T 3 1 [ B 24 16T 22 D i A ) — AN SR Bk . — 5,
SOH IR TR, SREWGERIAEIEANS . T, EEEAEG,
AN 56 56 0 FH ARG, A 32 o B A3 AH 557 9 3 B 88 [ A P LSS T 1
EEAE T, IXFHA M LT 2 2 K TF0.4(Brandt et al., 2006).

A AR RO T B Y AR 58 38 I BE LI UL 7 AR A E — DN L E R, R Kl
HEm ST, AE XS I3 WA 5 R R M /) o

Bt 0 7]
FAR M — A IR, AA AR — R Ry, FFomiEH E FrJ5 .
MR ITiE

Fygt 105 [ RS B e N AR R & [ P 3 A S d e P AR AR
HRTARRIKBIH . QUMK (WA BIECR, 18I P> I8 AE & AL 4 -
International adoption. International diffusion of ideas.

BANEFEHE DA ARERENEE, TF®AmMY, & HTE MM, £
AT N, AT ARARRHT 5 B AR BE 7 A& AT 1 22 5 B s R AR SR

e AP

International R&D spillovers and asset prices



I
B e e LA e e O L e
iR

o ASCESL A2 BT, @ IS RS ERUERT, AR

1R W O 41 ) 3 [R) A7 AE X B AN B8 7 g U ST B 2R

o [EPRT Tyt S ElkE Y E SO0, R R R, VDRI
e BEoh, FATERDL, AERFFH ZmEAZRA T, EZRE
WO, AT RE T e A e s, e TR sl
B, BATHIN FUEE ROCHF 1 RS - 38 51 % BEAT BT A B
A% 1% e R I XU A [ SR (B 9 Bl — R IE




ABSTRACT

» We study the international propagation of long-run risk in the context
of a general equilibrium model with endogenous growth. Innovation
and international diffusion of technologies are the channels at the core
of our mechanism.

» A calibrated version of the model matches several asset pricing and
macroeconomic quantity moments, alleviating some of the puzzles
highlighted in the international macro-finance literature.

» Our model predicts that country pairs that share more research and
development (R&D) have less volatile exchange rates and more
correlated stock market returns.

» Using data from a sample of 19 developed countries, we provide
suggestive empirical evidence in favor of our model’s predictions.
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8. The creation and evolution of entrepreneurial

public markets

Shai Bernstein, Abhishek Dev, Josh Lerner
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ABSTRACT

» This paper explores the creation and evolution of new stock exchanges
around the world geared toward entrepreneurial companies, known as
second-tier exchanges.

» Using handcollected novel data, we show the proliferation of these
exchanges in many countries, their significant volume of Initial Public
Offerings (IPOs), and lower listing requirements.

» Shareholder protection strongly predicted exchange success, even in
countries with high levels of venture capital activity, patenting, and
financial market development. Better shareholder protection allowed
younger, less-profitable, but faster-growing, companies to raise more
capital.

» These results highlight the importance of institutions in enabling the
provision of entrepreneurial capital to young companies.
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9. Risky bank guarantees

Taneli Makinen, Lucio Sarno, Gabriele Zinna
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ABSTRACT

» Applying standard portfolio-sort techniques to bank asset returns for
15 countries from 2004 to 2018, we uncover a risk premium associated
with implicit government guarantees.

» This risk premium is intimately tied to sovereign risk, suggesting that
guaranteed banks, defined as those of particular importance to the
national economy, inherit the risk of the guarantor. Indeed, this
premium does not exist in safe-haven countries.

» We rationalize these findings with a model in which implicit
government guarantees are risky in the sense that they provide
protection that depends on the aggregate state of the economy.
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10.1 can see clearly now: The impact of disclosure

requirements on 401(k) fees
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ABSTRACT

» In 2012, the US Department of Labor imposed new disclosure
requirements for indirect fees that 401(k) retirement plan service
providers earn through revenue sharing agreements with mutual funds.

» This paper examines the impact of these fee disclosure requirements
on the level and structure of fees paid by retirement plans, as well as
service providers’ ability to price discriminate between plan sponsors
of different sophistication.

» We document that the new disclosure requirements are associated with
a substitution of direct fees for indirect fees and a reduction in total
fees paid by smaller plans, and that mutual fund providers responded
by introducing retirement fund share classes with lower 12b-1 fees.
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11. Democracy and credit
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ABSTRACT

» Does democratization reduce the cost of credit? Using global syndicated
loan data from 1984 to 2014, we find that democratization has a sizable
negative effect on loan spreads: a 1-point increase in the zero-to-ten Polity
IV index of democracy shaves at least 19 basis points off spreads, but
likely more. Reversals to autocracy hike spreads more strongly.

» Our findings are robust to the comprehensive inclusion of relevant
controls, to the instrumentation with regional waves of democratization,
and to a battery of other sensitivity tests. We thus highlight the lower cost
of loans as one relevant mechanism through which democratization can
affect economic development.
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12. Medicaid and household savings behavior:

New evidence from tax refunds
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ABSTRACT

» Using data on over 57,000 low-income tax filers, we estimate the effect of
Medicaid access on the propensity of households to save or repay debt from
their tax refunds. We instrument for Medicaid access using variation in state
eligibility rules.

» We find substanital heterogeneity across households in the savings response to
Medicaid. Households that are not experiencing financial hardship behave in a
manner consistent with a precautionary savings model, meaning they save less
under Medicaid. In contrast, among households experiencing financial hardship,
Medicaid eligibility increases refund savings rates by roughly 5 percentage
points or $102.

» For both sets of households, effects are stronger in states with lower bankruptcy
exemption limits—consistent with uninsured, financially constrained households
using bankruptcy to manage health expenditure risk.

» Our results imply that expansions to the social safety net may affect the
magnitude of the consumption response to tax rebates.
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