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Abstract

Cross marketing business of the financial products and services is a subsidiary activity of the
financial institutions. It is being largely promoted and undertaken in the recent time, especially
after the mechanisation of banking services. Cross marketing has now become an integral activity
of the banking sector for various reasons and chiefly for earning non-fund income. This research
has empirically examined the cross marketing business in the context of the public sector banks in
a most vibrant urban setting of the country. It is found that the cross marketing is a very common
business of the banks undertaken in addition to the traditional banking activity and has occupied
considerable space in the overall environment. The public sector banks have also
invested/employed almost one - fourth of their resources - be it human capital, time, space etc. for
this business. Having employed seven different methods for the business, the banks have made it a
mandatory responsibility of the employees and have gained five benefits or gains from the cross
marketing. While achieving these successes, the banks have come across many challenges like the
business competition, retaining the existing customers, customer satisfaction etc. The study also
found that the business has many limitations - chiefly lack of motivations and lack of the
marketing skills among a many others. Based on the ground realities, the study offers number of
policy implications to create sustainable banking environment. It includes strengthening core
banking products, designing tailor - made innovative products, maximising customer satisfaction,
business based incentives for the employees, marketing training and others.  
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Abstract

2022 has been a year of change to the second largest Swiss financial institution. Credit Suisse not
only has been at the center of the media for its restructuring process, but also because of its most
recent scandal: Suisse Secrets took the bank off its pedestal grounded by Switzerland?s strong
bank security system in a movement that the own institution could not have predicted. With leaked
information related to over 18,000 accounts with assets under management that figure the billions,
a single journalistic report from German newspaper Süddeutsche Zeitung put the corporate into
distress. Not only the data displayed private information on nominal and business accounts dating
back to the 1940s ? overcoming the famous Swiss regulations that make it almost impossible for
the media to disclosure any banking-industry related information ?, it had a surprise factor: Credit
Suisse had managed to activate, maintain, and protect more than billions of Swiss francs from all
sorts of dubious clients, covering a range of mafias? brokers, government officials prosecuted for
corruption, alleged human rights abusers, drug cartels, politicians, and other criminals who would
not have been able to claim such accounts if the bank had followed the country?s guidelines for its
practice. Suisse Secrets brings into daylight the sequence of leaked data that made possible for one
of the largest, richest, and most imponent global financial institutions to have its stocks
free-falling in a matter of weeks, following the resignation of high-ranked department heads and
the intense loss of confidence of the bank?s investors into its credibility. The investigation
conducted by dozens of innumerous media outlets in over 39 countries revealed strong immoral
behaviors that could possibly be explained by the strong secrecy regulations imposed by the Swiss
government, making it easier for large organizations to surpass law without punishment. Having
failed to promote a direct connection with authorities on the illegitimate characteristics of its
clients ? a regulation from the country?s Anti-Money Laundering Act of 1998 ?, Credit Suisse has
now a bigger challenge than ever before: how to save a bank from bankruptcy, caused by its own
culture of being prone to litigation?  
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Abstract

Standard portfolio theory predicts that investors should invest in diversified portfolios, whatever
their risk aversion. The asset management industry, however, is characterized by a lot of
differentiated investment funds advertised to investors. This is inconsistent with the predictions of
standard portfolio theory and standard rationality assumptions. Apart from the recent inflation of
funds there exists also an increase of fund families, which is inconsistent with portfolio theory.
The number of funds managed by managing companies has increased tremendously. The paper
aims at providing an explanation based on behavioural aspects as documented by the behavioural
economics literature. We focus on the flow-performance relationship and show how the convexity
of the flow-performance relationship creates incentives for management companies to inflate the
family of funds offered.  
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Abstract

The size premium is a well-documented stock market anomaly since the 1980?s. While some
authors claim that this anomaly disappears if various factors are controlled for, there is also a vast
body of research claiming that this anomaly is well and alive. The purpose of this paper is to
explore the relationship between irrational factors and the size premium. The irrational factors
considered are seasonal affective disorder (SAD) and the well-known Monday effect. We use US
data for 1926-2020 that are combined using size as well as book-to-market decile portfolios
10×10. The results partially suggest that the cold season and the Monday effect have a significant
effect on the size premium. This effect appears to depend on the type of the company. Inside each
book-to-market decile, the SAD variable had smaller absolute coefficients for relatively smaller
size companies. The effect FALL variable was close to negligible for smaller companies, across
each book-to-market decile. The Monday effect was also associated with coefficients closer to
zero (all the coefficients were negative) for growth companies than for value companies. The
impact of TAX was significant among larger companies, and for small value stocks, the impact
was greater than small growth stocks. However, one may find evidence of the size premium
anomaly even after accounting for the irrational factors. We discuss possible explanations and
suggest further research approaches.  
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Abstract

After the 2008 global financial crisis, the development of macroprudential instruments capable of
reducing systemic risk was placed at the forefront of the Basel III implementation agenda. Central
Banks worldwide sought to enhance their capabilities to monitor and prevent the accumulation of
risk within the financial system. Borrower-based measures such as the DSTI were one of the latest
novelties adopted by policy-makers in a bid to enhance the ability of households to repay their
loans and prevent the risk of default. Following a prolonged Covid pandemic in which consecutive
rounds of lockdowns and infections distorted global supply chains, many economies were
confronted with a sharp rise in inflationary pressures. Within the financial stability community,
this led to a series of questions on the impact of such shocks on the capacity of borrowers to repay
their debt. This paper presents an indicator called the DSTI Gap, which measures the excess (or
deficit) of financial resources of a debtor after having covered current expenses plus debt servicing
costs. The DSTI Gap can be used to assess the excess resources that borrowers hold to absorb
potential shocks and the extent to which they must resort to defaulting on their loans when
reducing consumption to mitigate the shock is not possible. When coupled with a reverse
stress-test, the indicator can be used to determine the maximum inflationary shock that borrowers
can tolerate before defaulting on their loans. 
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Abstract

We examine the dynamic interconnection between sovereign credit and liquidity risks in ten euro
area countries at the 5-year maturity with high-frequency data from MTS over the period January
2008-December 2018 using the extension of the TVP-VAR connectedness approach of
Antonakakis et al. (2020). Our results indicate that for most periods net connectedness is from
credit risk to liquidity risk, but this indicator is time-dependent, detecting some episodes where it
goes from liquidity risk to credit risk. We set up an event study and find that the latter episodes
can be related to several unconventional monetary policy measures of the ECB. Then, we examine
the drivers of the connectedness indicator by means of a Probit model. Our results suggest that
monetary policy shocks and economic policy uncertainty increase the probability of risk
transmission from liquidity to credit, while global funding liquidity, tensions in financial markets
and surprises in inflation and GDP are factors that reduce such probability. 
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Abstract

Using bank-level sovereign exposures published by the European Banking Authority between
2011 and 2020, this paper empirically explores the development of sovereign bond holdings of
European banks. The heterogeneity in exposure, bank and macroeconomic characteristics is then
exploited to identify factors that determine a bank's decision to invest in sovereign debt. Sovereign
exposures build a sizable and stable share of banks' balance sheets and exhibit a home bias that by
far exceeds regulatory large exposure limits. On average, banks react to rising sovereign bond
yields by purchasing sovereign debt. Consistent with regulatory arbitrage in terms of capital and
liquidity, this yield seeking behavior is more pronounced for less capitalized and less liquid banks.
Contrarily, banks react similarly to yield changes of sovereign counter- parties located in the
European Union compared to third countries, contradicting the idea that privileges for member
states of the European Union in banking regulation alter banks' behavior. Supporting moral
suasion by the domestic sovereign, recently bailed-out and government-owned banks exhibit a
stronger rise in their holdings of domestic sovereign bonds. Providing indirect evidence for the
design of carry trades, periods of cheap re financing possibilities reinforce yield seeking behavior. 
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Abstract

The Pollution Haven Hypothesis (PHH) dominates the literature in environmental economics.
Though most empirical studies have sought to validate or refute this theory, their findings
appeared inconclusive and inconsistent. Lack of sufficient empirical literature analysing the
relationship among air pollution, and FDI inflows in ECOWAS member states has necessitated the
current study. The proposed study seeks to examine whether FDI inflow drives air pollution. The
research approach is deductive since the study seeks to validate or invalidate a theory. The
research design is causal since the study seeks to explain the effect of economic growth on
environmental degradation. The research method is quantitative since the study relies on
secondary quantitative data to study the relationship between environmental degradation and
capital flows. The target population represents 15 member states of the sub-African economic bloc
known as ECOWAS (Economic Community of West African States).. The source of data is
primarily secondary data. Data were gathered from international organizations such as United
Nations (through United Nations Environmental Programme) and World Bank. The analysis
method was an observation of cross sectional panel data over 61 years from 1960 to 2020. The
decoupling method was used alongside other statistical modelling methods (multiple regression
model, differential regression methods, econometric models, etc). Data was analyzed with the
assistance of statistical software such as Microsoft Excel, EViews 12, and Stata 14. The study
findings failed to confirm the PHH theory for the relationship between capital allocation (FDI) and
environmental degradation (AQI) for the 15 member countries of ECOWAS. These findings
imply that member states have lax environmental regulations yet fail to attract FDI inflows from
advanced countries via investment from high polluting multinational firms. The study outcomes
have several implications for policy enactment, environmental protection, and approach to
development. Member states should encourage the inflow of FDI from high polluting firms in
advanced economies by creating tax free industrial zones in their respective jurisdiction. Besides,
member states that lack environmental laws should enact them while those that do not have
environmental protection agency should establish them. Lastly, member states must adopt a
developmental approach that privilege the protection of the environment and safeguard the
existence of our planet. 

Page 20/149



E-PROCEEDINGS

The dollar versus the peso: Currency of debt choices among Mexicans working
in the U.S.

Tatiana Vdovina
Washington University in St. Louis, United States

tvdovina@wustl.edu

Abstract

In this project, I intend to empirically understand the choice of Mexican households, which have
at least one member working in the United States, to borrow in pesos or dollars. The two
experiments will involve a select group of Amazon MTurk users presented with a hypothetical
choice to obtain small, short-to-medium-term (3 to 5 years) household loans. The users are
selected based on their primary residence in certain states of Mexico and their status as an
immigrant worker in the United States. For the purposes of this study, I will focus on low-wage,
manual labor workers and seasonal workers from the northern region of Mexico employed in U.S.
border states (California, New Mexico, Texas, Arizona). I will attempt to derive the elasticity of
the chosen fraction of total financing in dollars for households given household characteristics
(risk aversion, income in dollars, other financials) following their responses to the interest rate
reduction experiment, when presented with an opportunity to borrow in either pesos or dollars. I
also intend to identify the elasticity of the level of dollar borrowing if the agent only intends to
borrow in dollars. 
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Abstract

We study the impact of fractional trading (FT) on the price levels and order book dynamics
observed in stock markets. FT has recently been introduced on multiple trading platforms in
equities markets, allowing individuals to buy a fraction of a share of stocks or ETFs
(exchange-traded funds). FT, along with direct and easier access to the markets through
commission-less trading apps, can potentially modify the risk appetite of non-professional
investors (who are generally myopic and risk-averse) and create opportunities for portfolio
creation and diversification, hence increasing the demand for stocks. It can also impact
non-professional investors' investment behavior, price levels, and market volatility. Using Nasdaq
data feed at a minute frequency, we show that there has been a significant increase in the slope of
the price-volume structure and average tick size. In some cases, there has been an increase in the
number of steps required to place a limit order post-FT. Our results suggest that increased demand
for stocks led by easiness to trade stocks and FT impacts the order book's price formation process
and price-volume structure. 
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Abstract

This paper investigates the impact of valuation uncertainty on residential property prices near the
peak of a bubble. Our hand-collected sample comprises the sequence of bids and gender of
participating bidders at Irish residential real estate auctions, prior to the collapse of a bubble,
which when it burst had disastrous implications for the banking system and the economy itself.
We find auction winners do not reduce their bids as valuation uncertainty increases. In addition,
winning female bidders, contrary to extant research across a broad range of decision contexts, do
not behave differently with respect to uncertainty than their male counterparts and their bidding
behavior does not have a dampening effect on prices.  
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Abstract

This study examines the impact of female directors on the cash holding decisions of large, listed
companies. The study utilizes a panel data set of large Indian listed firms from 2009 to 2011. The
findings of the study reveal that firms having high percentage of female directors hold more cash.
Further, the analysis supports the critical mass theory as firms having one or two female directors
don?t affect the cash balances of Indian firms. However, when the number of female directors
rises to three, they exert a significant negative influence on cash levels. Lastly, women executive
directors are negatively associated with cash, whereas women independent directors positively
affect cash balances. Overall, the study favors a gender diverse board and highlight the role of
female directors in taking financial decisions, particularly, cash holding decision of Indian listed
firms.  
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Abstract

In this paper, we investigate the capital asset pricing model (CAPM) derived from a three-period
general equilibrium model. We show that this extended model yields a Pareto efficient outcome.
This result indicates that the beta pricing formula could be applied in a long-term model setting as
well. This result enables us to incorporate time-inconsistent preferences. To introduce these
irrational behaviors into the model, we use hyperbolic discounting in the utility functions instead
of the classical exponential one. We define and consider two types of agents, i.e. they can be
either sophisticated or naive. Sophisticated agents take into account their potentially changing
future preferences when making a decision. Naive agents, on the other hand, do not anticipate this
issue and their related self-control problems when they plan the consumption path. We
demonstrate that the derivation of the CAPM equation can be achieved even if the agents in the
financial economy have time-inconsistent preferences. 
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Abstract

We examine the disruptions to global commodity flows following the bankruptcy of a commodity
trading firm. The physical commodity network is operated by a handful of large traders that are
responsible for the timely delivery of raw materials and inputs to industrial production. We
propose a model that simulates the resilience and response time of the network following a shock.
Our results suggest that a number of commodity traders carry significant systemic risk. The forced
removal of a trader from the network has considerable implications for the prices and availability
of physical commodities over a period of 6 to 12 months. 
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Abstract

This study examines the effect of outside director tenure length on firms? market valuation and the
voting behavior of outside directors. We make use of the new rule adopted by the Korean
government in 2020 that prohibits outside directors from serving more than six (nine) years in a
given firm (business group). We find evidence consistent with the hypothesis that longer tenure
entrenches the outside directors than helping them acquire more experience. First, the stock
market reacts positively to the announcement of the new rule in firms with outside directors
subject to the new tenure limit rule ? long-tenured outside directors (LTODs). The effect is greater
in poorly-governed firms. Second, outside directors dissent more frequently against management
after the rule change. This takes place through the removal LTODs that used to dissent less, the
election of new outside directors that dissent more, and the increase in the dissent rates of
second-term outside directors who can no longer be re-elected because of the rule change.  
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Abstract

The Shapley value concept has emerged in cooperative game theory to measure the exact
contribution of players in the game. In financial markets theory, the Shapley value is used to
breakdown the risk and mean return of optimal portfolios, attributing to the various assets their
exact contribution. Essentially, the results were validated for the mean-variance investment model
using a small set of assets due to the limitations involved in computing the Shapley value. In the
present paper, the concept is somewhat calculated for to larger portfolios using the multilinear
extention of games approach in order to price risk and mean return of assets in an existing stock
market. The results are compared against current practices and arbitrage considerations are
evaluated for some US stocks traded in 2021. The approach should lead the way to a newer capital
asset pricing model that values accurately asset risk and mean return. 
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Abstract

We document the investment and financing decisions of firms that experience monetary losses due
to extreme weather events. Our sample covers firms operating in 41 economies, mainly emerging
and developing markets. Consistent with the need to either replenish damaged capital or to adapt
to climate change, firms hit by extreme weather are more likely to invest in long-term assets. In
addition, they are more likely to integrate climate-friendly measures in their production processes.
Although these firms have higher needs for bank credit, they are not more likely to be credit
constrained than the average firm. Nonetheless, they face higher loan rejection rates and they are
more leveraged than otherwise comparable firms. This suggests that climate change has the
potential to erode the quality of firm balance sheets over time. 
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Abstract

We define the credit gap as the financing needs of firms that are bankable but discouraged from
applying for a loan. A scoring model assesses the creditworthiness of discouraged firms. Credit is
assigned based on a rule that models the trade-off between allocating credit to firms that are not
creditworthy versus not allocating credit to bankable borrowers. The proposed methodology
centers on 35 emerging markets and developing economies and uses the 2018-2020
EBRD-EIB-World Bank Enterprise Survey. We show that on average discouraged firms are less
creditworthy than successful applicants. Nonetheless, the share of bankable discouraged firms is
large, thus suggesting inefficient credit rationing. The baseline results point at an aggregate credit
gap of 7.9% of GDP with significant variation across countries. SMEs account for more than
two-thirds of the total, reflecting both their contribution to economic activity and the fact that they
are more likely to be credit constrained. 
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Abstract

This study investigates the impact of audit committee oversight on the financial reporting quality
of US bank holding companies. To overcome identification concerns, we use Section 165h of the
Dodd-Frank Wall Street Reform and Consumer Protection Act, which requires publicly traded
bank holding companies with assets exceeding $10 billion to have separate audit and risk
committees. We utilise a difference-in-differences framework where our treatment group
comprises bank holding companies that were required to separate audit and risk oversight
functions following the introduction of Section 165h, and our control group comprises
counterparts that already had separate audit and risk committees prior to the passage of Section
165h. We estimate the difference in the behaviour of treated bank holding companies between the
pre- and post-implementation period of Section 165h with the same difference in the behaviour of
control group counterparts and find that the separation of audit and risk committees leads to an
improvement in financial reporting quality. We attribute the observed improvements in financial
reporting quality to the increased focus of audit committees arising from a reduction in the volume
and complexity of tasks undertaken following the implementation of Section 165h. 
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Abstract

We study the effect of heterogeneous beliefs about asset prices on the long-term behavior of
financial markets. Starting from the ideas of Abreu and Brunnermeier (2003), we develop a
two-dimensional system of differential equations. The first dynamic variable is the asset price
growth rate. The second dynamic variable is the number of investors who believe that asset prices
are abnormally high. In a phase plane analysis we find both stable and unstable equilibria,
depending on the spread of information and the response to other agents? beliefs. If individuals try
to increase their returns while perceiving more overpricing, these equilibria can be spirals or even
approach limit cycles. Although we intend to study general price patterns, abnormally high asset
prices can be caused by financial bubbles. In our model, bubbles can emerge and deflate both in
cycles or directly, or they can grow until they burst. Further, we analyze market behavior after a
central bank increases the interest rate. This can lead to new stable equilibria, but the emergence
and bursting of bubbles cannot be prevented. 
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Abstract

When several central banks decide to introduce a CBDC, interoperability requirements create
demand for a common payment infrastructure and a joint digital accounting unit (bridge coin).
Many attributes of the latter resemble those of private digital currencies. At the same time, the
CBDC-embracing authorities actively contribute to elevating digital wallets to the position of a
household technology. Private agents discover ways to make domestic and foreign payments in
the (digital) currency of their choice irrespective of the CBDC-issuing authorities' intentions. Will,
in such a world, fiat currencies and the central banks that issue them be sidetracked by the bridge
coin or are old and new forms of international transactions able of coexistence? What changes
await the traditional FX market? These questions are addressed in a two-country two-good
two-currency DSGE model with a global digital currency (digicoin). Under a certain structure of
FX transaction costs, all three partial FX markets coexist and a complete elimination of fiat
currency use in foreign trade is unlikely as long as the bridge coin operator is unable to become a
global banker as well. 
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Abstract

This study examines the importance of valuable trademarking as a quality lever for firms raising
capital during and shortly after their Initial Public Offering (IPO). Based on a sample of 2,275 US
IPOs for the 1997-2016 period, we find that high-value trademarking leads to higher underpricing.
This finding is more pronounced for service firms than product firms and also in competitive
industries. Potential mechanisms driving our findings are information revelation and market
feedback. A post-IPO analysis confirms that particularly high-value trademarks are important
assets in a firm?s valuation. Issuers with more valuable trademarks can survive longer in the
public domain, realizing superior post-IPO performance in terms of higher abnormal returns and
market value creation. Finally, high-value trademarking enables issuers to raise more equity
capital sooner through Seasoned Equity Orderings (SEOs) compared to their peers. 
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Abstract

I analyze the role of sentiment in aggregate retail investors? trading activity. Using mass shootings
as exogenous, non-economic and negative shocks to investor sentiment, I find that retail investors
on average net sell stocks of firms headquartered in the states where mass shootings took place in
the previous week ("local stocks''). During the week after mass shootings, the average decrease in
daily retail share volume order imbalance for local stocks is around 8% of the sample mean.
Consistent with lower sentiment-driven trading, the retail net divestment from local stocks
increases in the number of victims from mass shootings, and is more pronounced following
unsolved shootings and shootings with teenager victims. Consistent with predictions from
sentiment models, local stocks earn lower returns only in the week after shootings. Finally,
institutional investors do not react to mass shootings, which suggests that retail investors are more
prone to sentiment. 
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Abstract

This study examines relative performance evaluation (RPE) for the compensation of CEOs of
business groups called ?chaebols? in Korea. We find strong evidence of RPE when peers are other
member firms in the same business group, particularly when a firm has an established
compensation or is run by professional CEOs. We argue that the affiliation of business groups can
be a significant common shock affecting the performance of firms in the group such that the
aggregate peer performance can be used in RPE to filter the common risk out of CEO
compensation for more efficient CEO incentive contracts. 
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Abstract

Despite considerable research on corporate boards, there is a lack of consensus on how directors?
prior work experience affects the firms? corporate strategy. Using data from 3,068 US-listed firms
between 2003 and 2015, we study how US directors? foreign board experience affects the degree
of internationalization of the firm on which board they sit. We show that US directors? foreign
board experience in countries with familiar legal institutions (i.e., common law countries) does not
affect the degree of internationalization of the firm. Instead, US directors with board experience in
countries with unfamiliar legal institutions (i.e., code law countries) is associated negatively with
the firm?s degree of internationalization. This suggests that these directors provide negative
advice regarding the firm?s internationalization strategy. We further show that higher levels of
societal trust and prior executive experience in code law countries reduces the negative association
between US directors? foreign experience and the degree of internationalization of the firm on
which board they sit, suggesting that under these two circumstances, the impact of their foreign
experience on the internationalization of the firm is less negative. We explain this latter outcome
by pointing at institutional learning of these directors.  
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Abstract

We study the efficacy of Central Bank intervention in foreign exchange market in the context of
Swiss National Banks?s decision of unpegging the Swiss Franc (CHF) from the Euro (EUR). The
intervention is unique as it involves switching the exchange rate regime from fixed to floating of a
safe-haven currency. For this we examine the time-varying currency comovements, volatility
spillover and hedge ratios among five major currencies with Swiss Francs (CHF) as the base
currency. We find that following the unpegging decision, the magnitude of comovements and
volatility spillover among the currencies, on average, has decreased. We also find that the Swiss
stock market volatility has become a significant driver of the comovements amongst the
currencies since the unpegging decision. We study the practical implications of these results by
constructing and studying the currency hedge ratios. We find that hedge ratios, on average, have
decreased since the unpegging decision.  
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Abstract

We introduce a model of a market where risk-averse consumers pay a fee to transfer their future
losses to one or more firms. The future loss of each consumer is stochastic with a unique, known
mean and variance. The law of large numbers allows the firms to know with certainty the expected
aggregate loss of the consumers to whom they sell. The model could describe the behavior of
agents in the market for property insurance where an insurance company sells a single type of
policy to a specific group of consumers based upon the expected losses of those consumers and
their willingness to pay for coverage. The model demonstrates how a single firm can choose the
optimal segment of the market to which they sell a policy and how that choice might change when
the distribution of consumers and their risk aversion changes. The model also demonstrates how
two firms might engage in a cooperative strategy and share the market. The model shows how a
firm entering the market will find it more advantageous to target a segment of the market with
consumers that have a lower expected loss.  
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Abstract

This research investigates the link between governance and performance when profitability is not
a major objective for the organization. We construct a governance index based on 75 provisions
for the sixteen football clubs that participated in the premier league for the year 2021-2022 in
Saudi Arabia and examine the association between this index and clubs? performance. The results
indicate a large variation between the clubs in the level of compliance. Also, we document a
significant positive impact of some governance provisions on the predictability of the match
outcome and performance.  
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Abstract

Under the Single Supervisory Mechanism (SSM) introduced in 2014, supervision of significant
euro area banks moved from national authorities to the European Central Bank. We find that the
SSM reduced competition for SSM banks in countries that were at the center of the sovereign debt
crisis by increasing Lerner indices and profit persistence. In other euro area countries, the SSM
had little effect on competition or increased competition for SSM banks. Profit persistence also
indicates that banking sectors are not in long-run equilibrium, which does not hamper
identification but inflates standard errors of estimated SSM effects on the Lerner Index. 
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Abstract

Using confidential daily foreign exchange interventions (FXI) data, we analyse the FXI episode of
the Bank of Israel (BOI) from 2013 to 2019. We find that a purchase of US dollar (USD) 1 billion
is on average associated with a depreciation of the Israeli new shekel (ILS) by 0.82%-0.83%,
which is at the upper bound of the estimated impact in other studies. We show that this
effectiveness can partially be explained by global financial intermediaries' limited risk-taking
capacity. The (indirect) effect on the forward rate is smaller - the BOI's USD purchases have
widened the negative deviation from covered interest parity by 13 basis points. This widening
remains significant over 90 days. Contrary to the findings in earlier empirical literature, the higher
moments of the risk-neutral probability distribution of future spot exchange rates are also affected.
The USD purchases shift the whole distribution towards higher USD/ILS values while reducing
crash risk. We also find that the USD/ILS options market partially anticipates intervention
episodes and prices them in before they occur.  
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Abstract

The underlying basis of this paper is a project assigned to students in the Intermediate Finance
course in the undergraduate (BBA-degree) program and the MBA core course on corporate
finance. But the research for this paper goes beyond the basic assignment in computing beta (?)
values of randomly selected five firms each from ten industries. The only selection criteria are that
these stocks are traded on the US stock exchanges and should not have any missing data.
Systematic risk of firms is positively related to stock returns, as evidenced in the literature. While
the concept of beta (?) values is particularly applicable in corporate finance and investment
analysis, it can be translated into our lives as we make judicious selection of securities to build our
own diversified portfolios and retirement nest egg. Therefore, the skill to compute ?-values of
stocks is useful across all schools, majors, disciplines and all walks of life. This research provides
an opportunity for investors to compare and contrast systematic risk characteristics across
industries.  
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Abstract

Based on an international data set that comprises over 6,100 companies located in 44 countries in
the years 2002--2018, this paper analyzes the relation between corporate scandals and board
structures besides further firm-related, political, nation-level economical, and cultural variables.
We identify board structure variables that tend to increase a firm's corporate scandals, namely high
CSR efforts and busy board members. There are also variables that tend to reduce this kind of
behavior, namely qualified and skilled boards. No clear evidence can be determined from a
board's gender diversity and board size. 
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Abstract

Serfling (2016) examines how the increase in firing costs impacts the capital structure decisions of
firms and hypothesizes that higher firing costs of labor lead to a decline in a firm?s financial
leverage use by directly increasing its distress costs and indirectly lifting its operating leverage.
Stricter labor protection laws passed in China in 2007 provide an opportunity to revisit the issue
within a controlled environment. Employees of SOEs already enjoy the benefits that the new labor
law imparts. So, SOEs are exposed to lower firing costs than their non-SOE counterparts.
Additionally, the exposure to bankruptcy is more limited for SOEs than non-SOEs. We
hypothesize and show that non-SOE firms? financial leverage decreases more than SOEs,
confirming the leverage-lowering effect of labor protection laws. Further, the decline in financial
leverage is more pronounced for a labor-intensive firm or one that encounters steep competition.  
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Abstract

This paper examines whether family firms make financial strategies different from non-family
firms and whether financial strategies affect the relationship between family involvement and firm
performance in Japan. Using a comprehensive dataset, our results show that family firms tend to
issue more debt, pay fewer dividends, and hold more cash than their non-family counterparts.
These differences are largely driven by firms managed by a founder or an heir CEO. We find that
issuing more debt leads to family firm performance being inferior to non-family firms but holding
more cash results in the outperformance of family firms. While paying more dividends does not
impact family firms? profitability, it helps them achieve higher market value. These results are
primarily ascribed by firms managed by a non-professional CEO. We also document that the
above impacts are generally more pronounced for small firms and firms with a low family legacy. 

Page 46/149



E-PROCEEDINGS

The net effect of attitudes toward ambiguity on portfolio choices and asset
prices

Hideki Iwaki
School of Management, Tokyo University of Science, Japan

iwaki@rs.tus.ac.jp

Yusuke Osaki
Faculty of Commerce, Waseda Univeristy, Japan

osakiy@waseda.jp

Abstract

This study examines the net effect of attitudes toward ambiguity on portfolio choices and asset
prices under expected utility with uncertain probability as proposed by Izhakian (2017}. The
analysis can be transformed to that under expected utility using the perceived probability measure.
The results are threefold, and are related to some major puzzles in finance. First, we find that
ambiguity-averse agents might not invest in ambiguous assets with positive expected returns.
Second, we determine the conditions under which ambiguity aversion reduces the demand for
ambiguous assets. Finally, we derive the bump-shaped state price density using parameter values
based on market data. 

Page 47/149



E-PROCEEDINGS

Modified VAIC, Investor Sentiment, and size of the offer

Sukanya Wadhwa
Indian Institute of Management Lucknow, India

phd21011@iiml.ac.in

Seshadev Sahoo
Indian Institute of Management Lucknow, India

seshadev@iiml.ac.in

Abstract

In our study, we analyzed the impact of intellectual capital on investor sentiment proxied by the
subscription rate of the stock. The results show that structural capital efficiency (SCE) has a
significant positive relationship with the subscription rate. At the same time, financial capital
efficiency (FCE) has a significant negative relationship with the subscription rate. An inverse
relation exists between SCE and offer size, while the inverse is true for FCE and offer size.
Further in-depth analysis reveals that NII's are influenced by SCE, moderating the role of offer
size on SCE, FCE, moderating role of offer size on FCE, age, and crisis, while the SCE influences
retail investors, offer size, moderating the role of offer size on SCE.  
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Abstract

ABSTRACT The paper examines the regulatory history and political debate over the high-cost
?Payday? loan industry in the United States. These small ?crisis credit? loans are essentially
collateralized by future deposits to borrowers? checking accounts. The growth of this highly
profitable industry reflects the rise of income inequality in the United States as well as the
withdrawal of retail banking services from minority, lower-income, and working-class
neighborhoods. Since the late 1990s, regulatory trends of the Payday industry have reflected the
pendulum swings of partisan politics. Democrats have pursued stringent regulation while
Republicans have sought regulatory relief. In 2012, U.S. Attorney General Eric Holder Launched
the Consumer Protection Working Group (CPWG) to combat consumer fraud. It included
representatives from DOJ, FTC, and CFPB which spawned ?Operation Choke Point? whose
purpose was to limit a wide-range of ?high risk activities.? DOJ officials specifically targeted
Payday lenders?a legal business activity?with the goal of ?choking? the industry. This was
conducted by pressuring FDIC regulators to terminate essential retail banking services such as
commercial lines of credit and electronic (ACH) transactions. The examination of FDIC
regulatory ?guidance? as well as intra-agency communications (as revealed by U.S. Congressional
investigative hearings and industry litigation), illuminate the complicity of federal regulators in
their illicit efforts to strangle a legal?albeit unsavory--industry that is scorned by social justice
advocates. After ?Operation Choke Point? was exposed, the U.S. Congress and the Trump
Administration chastised the covert operation of the program. It was dissolved in 2017. Today,
litigation by Payday lenders continues over compensatory damages as well as monetary relief
settlements. The latter has resulted in a recent U.S. Supreme Court decision. Operation Choke
Point constitutes a cautionary tale of regulatory politicization where the ?ends justified the means?
even if the objective is to destroy a legally regulated industry.  
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Abstract

The research problem This study offers a novel analytical framework that can be implemented to
attain key non-financial performance indicators and perform cluster analysis based on these key
indicators to facilitate peer group analysis. Target Population The target research audiences are
various stakeholders, including policymakers, sustainability reporting standard setters, socially
responsible Investors, and accountants. Adopted Methodology The MEthod based on the Removal
Effects of Criteria (MEREC) and K-means cluster analysis. Analyses Using the 2002-2017
ASSET4 ESG data, we attained the objective weights of each ESG pillar in different sectors of the
economy and then conducted cluster analysis based on them to document similar firms in each
Sector for peer group analysis purposes. Findings We find that although different indicators are
considered to be the most critical pillar of ESG in different sectors, their overall ranking is as
follows: 1- the social (SOC) dimension, 2- the economic (ECN) dimension, 3- the environmental
(ENV) dimension, and 4- the corporate governance (CGV) dimension.  
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Abstract

In general, everyone has an individual approach to investing their capital. In the case of the capital
market, two extreme approaches can be observed, for some investors the key is the security of
investments while for others it is maximization of profits. There are also many investors who
follow their own beliefs when making decisions ? the emotional factor. Such behavior is explained
by a relatively new field, namely behavioral finance. Its inseparable elements are exchange rate
fluctuations. The amplitude of occurring fluctuations increases in case of unexpected random
events. One such event was COVID-19 and the announcements of lockdowns in individual
countries. The following report investigated the impact of COVID-19 on the capital market, and
more specifically, it has been tested in terms of generating abnormal rates of return. The
hypothesis of the study was that an announcement of a lockdown resulting in an economic closure
generates statistically significant abnormal rates of return in relation to national benchmarks. The
study was conducted on the basis of daily closing rates for joint stock companies from six
European countries: Bulgaria, the Czech Republic, Poland, Slovakia, Ukraine, and Hungary. The
data range covered the period from 1st January 2020 to 30th April 2020. The results of the event
study proved that a few companies in the analysis showed sensitivity of their rates of return in
relation to COVID-19. 
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Abstract

Higher risk aversion among women is the common result in experiments and large surveys, but
does this mean that female CEOs follow less risky business policies than their male peers? We
investigate this for microfinance institutions covering 80 countries in the period from 1998 to
2018, where 28.0\% of the MFIs are led by women. Assuming that the female CEO variable is
endogenous, we estimate the effect of a female CEO using the 2SLS instrumental variables
method. We find that the risk policies in MFIs led by a female CEO is on par with male peers. The
findings are robust to several alternative specifications, among them a propensity score analysis. 
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Abstract

The rise in attention given to board gender diversity warrants examining how female directors will
contribute to firm value. Using firm-level data from 2008 to 2021, we find a positive association
between board gender diversity and firm value. The relation is stronger for firms with good
corporate governance practices and firms with less information asymmetry. We also show that
female directors are less likely to engage in related party transactions than their male counterparts.
Results are robust after addressing endogeneity using various econometric techniques. Our
findings support the gender quota mandate on corporate boards in the Indian context. 
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Abstract

Related party transactions (or RPTs) offer diverse choices and flexibility in adjusting transaction
terms and conditions among related firms. We explore whether firms utilize the beneficial features
of RPTs in managing exchange rate exposures. Taking the sample of Korean firms during
2011-2017, we document the following main results. First, firms engaging in expense or payment
RPTs command significantly lower exchange rate exposures than firms engaging in no such
transactions. Second, the effectiveness of managing exposures is greater for firms engaging in
expense RPTs with both domestic and overseas partners than with either domestic or overseas
partners. These findings support our main hypotheses that RPTs are a useful mechanism for
exchange risk management and that securing a wider range of choices through more diverse
partners located both domestically and overseas allows for the effective management of exchange
risk. Third, managing exchange rate exposures through expense RPTs has a positive effect on firm
value. With new evidence of firms? active use of RPTs in managing exchange rate exposures, our
study contributes to the exchange risk management literature by expanding its theoretical and
practical scopes to unexplored channel of RPTs. 
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Abstract

Purpose ? This paper introduces a new empirical model for measuring operational efficiency of
real estate investment trusts (REIT) in response to misspecification issues of existing models used
in empirical literature. The new improved model better captures the actuality of how managers
manage inputs and outputs, especially in the context of REITs in Malaysia. Design/ methodology/
approach ? guided by a theoretical understanding of operational efficiency of REIT, we conducted
interviews with Malaysian REIT managers on inputs and outputs which should be captured in
empirical efficiency models. Based on the outcomes of the interviews we constructed a new set of
inputs and output for the empirical model. We applied this new model using data from Malaysian
REITs for the period from 2007 to 2015 using the data envelopment analysis (DEA) technique.
Findings - income distribution and revenue were considered by fund managers as two important
outputs which are absent in existing models in empirical literature. Our proposed new model
includes these two outputs. Empirical results of the new model show that Malaysian REITs can
reduce their input consumption by 26.2% without reducing outputs, implying a significant
potential for efficiency improvement. Lower leverage and higher concerntation in both
property-type and market regions could lead to a greater efficiency performance. Research
limitation/implications ? this study provides insights for REIT management and policymakers in
establishing optimum utilisation of resources, improvement in managerial techniques and
optimum scale of operation of the REIT industry.  
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Abstract

A relatively recent phenomenon, crowdfunding has upended the conventional method of raising
business capital. It entails obtaining the finance required to launch an entrepreneurial activity
using a vast base of small investors?typically everyday people?instead of more conventional
financial sources. Various information is available on the platform website, and funders or backers
can access the information about the project or product when they make an investment decision.
This paper examines the factors that influence backers? behavior. Information related to the
entrepreneur is an essential factor in the investment decision. In particular, the study focuses on
the reward-based crowdfunding platform. We are using the hand-collected data of 173 projects
from the Kickstarter website. We developed a research model which included the number of
backers as the dependent variable, and independent variables are gender, Entrepreneurial
creditworthiness, and entrepreneurial activeness, and then did the empirical study. Here, we apply
the multiple regression model to show their relationship. Gender and entrepreneurial activeness
are significantly positively associated with the number of backers, whereas entrepreneurial
creditworthiness is not significantly correlated with backers. It makes a practical contribution by
assisting platform owners in learning more about creating a successful platform. It may also assist
fundraisers in increasing the effectiveness of their reward-based crowdfunding campaigns by
taking into consideration the critical design features that affect backers' decisions to invest in a
project. 
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Abstract

This study analyzes the long-term performance of Special Purpose Acquisition Companies
(SPACs) in terms of stock prices and operating profitability metrics, specifically EBITDA margin
and return on assets, over a two-year time frame. The study aims to compare and adjust the
performance of SPACs with a matched group of firms considered as peers. The study focuses on
determining factors that affect SPAC performance to provide insights for selecting better targets.
The analysis involves univariate and multivariate OLS regressions of three dependent variables
and selected independent variables. The study finds that SPACs tend to underperform the matched
group in terms of operating profitability and returns. The time to execute a business combination
has a negative correlation with SPAC performance, and proximity to the 80% deal threshold
negatively affects share price performance and EBITDA margin. 
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Abstract

Purpose: The main aim of this study was to employ a bibliometric method of analysis to review
researched articles in the area of corporate governance in Ghana and to gain more insight into the
topic and the research gaps to be filled. The objective of the study was to assess the existing
correlations of research conducted on corporate governance in Ghana, intellectual structure and
development of research on corporate governance in Ghana, and identify the authors, relationships
and keywords that have been used in corporate governance research in Ghana. The analysis covers
journal articles published in the field of corporate governance from 1998 to April 2021 from
Scopus, Web of Science and Google Scholar databases. Methodology / Approach: This study is
quantitative in nature. Scopus data based was searched for articles in the field of studies. The
search focused on articles between the period 1998 to April 2021 in Ghana. A search using the
keyword (TITLE-ABS-KE ("corporate governance" and Ghana) AND (LIMIT-TO (DOCTYPE,"
ar")) AND (LIMIT-TO (LANGUAGE, ?English")) were entered into the Scopus database. Publish
or Perish (PoP) was used to gather data from Google Scholar. The result generated from the first
search from Scopus was screened to exclude all irrelevant documents for this study. The initial
search found 82 documents related to the keywords entered in the search engine. The screening
process eliminated seven documents that were not relevant to the current study, scaling down to
75 articles, Web of Science generated 33 articles and 131 was articles generated from Google
Scholar using PoP. Simple statistical analysis was employed to show the trends, scientific
publications and the impact level of corporate governance research in Ghana. VOSviewer
Software was downloaded from their website and used to visualize different types of bibliometric
analyses such as citation co-citation, co-occurrence and keywords, bibliographic coupling and
documentation, co-authorship and authors, and cluster analysis. Publish or Perish was downloaded
from their website and used for scholar metrics. Bibliometric analysis using VOSviewer was done
on only data retrieved from the Scopus database this is because most of the articles were also
found in WoS and GS. Results: The study focused on bibliometric analysis of corporate
governance in Ghana which is a vital topic when it comes to the survival of companies be it large,
medium or small. The study reveals that:1. publications in corporate governance in Ghana have
not been consistent. 2. the most productive author is not among the top three most influential
authors 3. Google Scholar can capture more citations than Scopus and Web of Science 4. articles
in GS are more cited than articles in Scopus and WoS probably due to the issue of accessibility of
this database. 5. The PoP Scholar Metrics H-index of 16, G-index of 39, hI, norm of 0.52 and
hIA-index of 3. Only 45 articles out of the 75 articles generated from the Scopus database have a
network connection. 6. only 4 keywords meet the threshold when a minimum of 5 occurrences of
a keyword is used. 7. Co-authorship analysis showed that there is little network or collaboration
among the researchers of corporate governance in Ghana. Originality / scientific novelty: This
study conducted a bibliometric analysis of corporate governance research in Ghana to ascertain
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the trend of research in corporate governance in Ghana and the literature gap. Practical
value/implications. This paper contributes to the existing literature by giving insight into the area
of corporate governance research in Ghana and making a recommendation of gaps that future
research can focus on.  
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Abstract

The determinants of access to finance for start-ups is relatively unexplored when compared to
other small and medium sized firms that have been in existence. Researchers (Abdulsaleh &
Worthington, 2018; Balogun et al., 2016; Rahman et al., 2017; Nguyen et al., 2017) have made
efforts to identify factors that affect the demand and supply of external finance for small and
medium sized enterprises (SMEs). However, most of these studies have focused on older and
more established firms without necessarily considering start-ups which are indeed a lot younger.
Research around start-ups financing is still limited when compared to research focused on
financing their larger counterparts. A probable reason could be because of limited availability of
data and inaccessibility to business owners and managers who are willing to share the financial
information for their new firms especially as startups are not under obligation to share their
financial statements since they are not publicly listed (Kariv and Coleman 2015). Furthermore,
most scholars focus on the determinants of access to bank debt (Abdulsaleh & Worthington, 2018;
Nguyen et al., 2017, Rahman et al., 2017., Cassar, 2004), while neglecting other alternative
sources of external finance like leasing, higher purchase, private equity and other short-term loans
and overdraft. These alternative forms of finance are rapidly gaining recognition and being used
by start-ups. Given the arguments explained above, this study specifically focused on empirically
analysing the determinants of access to finance for new firms which are widely overlooked in the
literature. In particular, the influence of firm characteristics and owner characteristics are
examined. It is worth mentioning that start-ups may not fit the conventional corporate finance and
capital structure theories as the characteristics of start-ups may be distinct from larger firms
(Vaznyte and Andries, 2019). A key issue in external financing for startups is the fact that they are
indeed small and relatively new so their financing patterns may vary from medium or larger firms.
It is thus important to study start-up financing separately from larger SMEs. In studying factors
that affects small business financing, Cassar, (2004); Romano et al., (2001) posits that financing
decisions of small businesses are very complex, as they are based on a number of social,
behavioral and financial factors. Thus, the utilisation of specific financing instruments are
dependent on several owner characteristics like experience, education, gender and age as well as
firm characteristics such as firm size, firm age, ownership structure, innovativeness and industry
within which they operate (Huyghebaert et al., 2007; Degryse et al., 2012; Hall et al., 2000; ). In
addition, Cosh et al., (2009) discovered that in the UK, the availability of different sources of
finance depends on several different firm characteristics. Some sources of finance are not easily
accessible to start-ups and entrepreneurs must make their funding choices based on the relative
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cost and benefit of the different sources of finance available (Verma et al., 2020;
Wieczorek-Kosmala et al., 2020; Adair and Adaskou, 2015). It has been argued that there are
several types of finance that can be employed by the firm to meet various business needs . Thus,
this study empirically analysed a diverse range of financing instruments. With adequate awareness
of the various options available, start-ups are in a better position to make appropriate financial
choices. In the past, the awareness of bank finance as a source of funding was high, while the
awareness of other sources of finance has was comparatively low. In recent times however,
startups have become more aware and inclined to using various forms of finance based on its
suitability to their business. Major observations from start-ups in our dataset reveals that most
firms rely heavily on trade credit more than other forms of external finance. Also, it was found
that private equity offered the largest amount of funds to firms when compared to other sources of
finance. After analysing the capital structure choices that entrepreneurs make in their firm?s initial
years of operation, our findings reveal that banks are more likely to provide loans to firms with
more assets. This could be because the ability to provide collateral is critical in obtaining bank
loans. This study also shows that firms with high turnover rates are more likely to use trade credit
and less of bank loans and private equity. We also found firms in the manufacturing sector to be
more predisposed to using and getting trade credit and Private Equity. As observed from our
dataset, private equity investment offered the largest amount of funds to firms. It is worthy of note
that total asset was found to be a significant factor determining access to all sources of finance
considered. On the other hand, the credit score variable yielded a somewhat surprising result as it
was found to be statistically insignificant to all sources of finance. Finally, the coefficients for
owners characteristics; age, experience, and gender were found to be insignificant to all forms of
finance under consideration signifying that the suppliers of finance are cautious when making
lending decisions and would consider the characteristics of the firm instead of the characteristics
of the entrepreneur  
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Abstract

In this study, we analyze the impact of national culture and corporate governance on a firm?s
performance and relationship to sustainable development. Initially, the study considers large,
public firms in the USA, focusing on how the diversity of national cultures and their dimensions
affect the composition and actions of the board of directors. Then we study how corporate
governance, moderated by these cultural dynamics, impacts ? or determines ? how each
company?s actions align with different sustainable development initiatives, including innovation,
diversity, financial performance, environmental impact and social impact. We extend the study to
non-US firms, paying particular attention to diverse cultures impact corporate governance and
sustainable development. The primary goals of this work, for both US and non-US analyses, are to
understand (a) how culture influences the corporate governance structures of companies from
different countries, and (b) how these structures impact sustainable development actions, both at
the company-level and by groups of companies within individual countries. The implications of
this research can potentially be seen at two unique levels. First, company directors and
stakeholders will be informed to structure their corporate governance structures to better align
with company objectives and societal sustainable development goals. Second, national
policymakers will better understand how national institutions, laws and priorities impact
firm-level actions and broader societal impact. From a scholarly perspective, this research should
better inform the relationships between background dynamics like culture, how firms are
structured and what firms do. None of the dimensions exist in a vacuum; understanding how they
are connected to each other is critical to advancing the corporate governance literature. We
frequently refer to culture and corporate governance as intangible dynamics; yet we know that
they have very critical tangible impacts on firm decisions, firm behavior and sustainable
development. This study aims to improve our understanding of these relationships and their
long-term influence on both firms and society.  
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Abstract

I derive two innovative metrics, capturing the demand and the excess demand for prosocial P2P
loans in the US. The measures are based on a data set comprising prosocial P2P loan applications
obtained from the US P2P lending platform Kiva for the period of November 2011 to December
2022. Furthermore, I analyze how both indices are influenced by the Covid-19 pandemic.
Interestingly, the measures for the current pandemic development show a negative impact on
demand while the Covid-19 reproduction rate shows a positive relation, indicating a pro-active
behavior of borrowers. On the other side, socially motivated lenders seem to be less generous in
providing interest-free loans in times of a worsening pandemic. As it turns out, the risk-free
interest level positively impacts demand and excess demand for prosocial lending on Kiva even
though the loans were granted without any interest. 
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Abstract

Although labor force racial diversity has improved significantly over the past decades, minorities
are still underrepresented in the financial industry. A lack of racial diversity is particularly
worrisome in prestigious occupations such as mutual fund management. This paper examines a
critical type of diversity practice: diversity hiring in the mutual fund industry from 1991 to 2019.
Our results reveal that newly hired minority managers are more likely to have attended top schools
and come from quantitative backgrounds than their White counterparts. We find strong and
persistent evidence that large and racially diverse funds are more likely to hire minority managers.
The hiring inequalities between White and minority managers are more pronounced in domestic
funds than in international funds. We show that the inequalities in domestic funds are not driven
by managers with foreign education backgrounds, which suggests that the cultural similarity to
clients is not enough to explain our findings. This paper suggests that minority managers might
pursue higher levels of credentials in order to overcome in-group bias and homophily in the
mutual fund industry. We also highlight the role domestic funds can play in improving current
racial disparity in the workplace.  
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Abstract

Finances are a vital part of a couple?s relationship, ?Marriage as a partnership between two
individuals involves daily activities and living arrangements that require negotiation of financial
matters? (Lauer & Yodanis, 2011, p. 13). There has been a vast amount of research into money
arguments, the causes thereof, and how marriage counsellors, or financial therapy may assist
couples (Shapiro, 2007). However, there is not a clear understanding of how couples can solve
their money arguments. This research aims to determine whether there is scope for financial
planners to possibly assist their clients with money arguments. The global divorce rate is rising; in
1970 the divorce rate was 16%, in 2000 it was 35% and in 2022 it is 48% (Nguyen, 2022).
Marriage is becoming less popular, and many people are instead, cohabitating. However, despite
the decrease in marriage rates, divorce rates are increasing year-on-year (Nguyen, 2022). In South
Africa, financial issues have been ranked as the seventh highest reason for divorce (Businesstech,
2022), while a survey in America of more than 1000 people found that 48% of couples fight over
money. It was also found that 48% of Generation X and 29% of Generation Boomers divorced due
to money arguments (Hill, 2018). Therefore, money arguments feature prominently in a couple?s
relationship and are a vital indication of whether or not a relationship will succeed. Financial
behaviour is defined as the behaviour of people in relation to money management. This includes
the way couples manage their available cash, their credit limits and their savings (Xiao, 2008).
Family Financial Socialization theory is defined as ?the process of acquiring and developing
values, attitudes, standards, norms, knowledge, and behaviours that contribute to the financial
viability and individual wellbeing? (Danes, 1994, p. 128). Everyone is raised in their own unique
way; the way one is raised and the experiences encountered as one grows play a prominent role in
the way humans view money (Gudmunson & Danes, 2011). Due to these unique backgrounds and
views on money, when individuals come together and become a couple, they tend to have these
money arguments. Research has found the following to be the main causes of money arguments, a
lack of communication, major life transitions, different financial behaviour, and a lack of financial
planning. Research has found that many couples generally seek marriage counsellors for
assistance in their marriages (J. Dew et al., 2012; Lee & Dustin, 2021). However, for the couples
that need assistance with financial issues, counsellors are not able to assist them fully as they do
not have enough knowledge pertaining to finances specifically. This study aims to assess whether
clients are willing for their financial planners to assist them with their money arguments. This
study considers whether a financial planner may be in a better position to assist when addressing
conflicts surrounding finances. In the long term financial planners can assist couples with various
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financial challenges (Klosterman, 2014). They may also be able to assist couples in the planning
of their finances by adopting preventative measures rather than corrective measures. This study
was completed by purposefully sampling and interviewing seven couples (comprising of 14
individuals) who were already engaging with a financial planner. These interviews were
semi-structured, transcribed, and analysed using Thematic Analysis. It was found that the main
cause of money arguments and the way couples solve money arguments are via good
communication, shared financial goals, and thorough financial planning, including short-term and
long-term budgeting. Furthermore, clients are willing for their financial planners to assist them
with their money arguments. This will aid couples in resolving their money arguments. However,
it is important that clients have a trustworthy relationship with their financial planners. The greater
the level of trust between the client and the financial planner, the greater the willingness to accept
assistance. Financial planners may require further training or additional formal education in this
field. Further research in this area could assist in decreasing the prevalence of financial arguments
and lowering the risk of divorce.  
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Abstract

This paper tests the impact of remittances receipt on agricultural productivity. Using the most
recent nationally representative cross-sectional household survey dataset, we employ propensity
score matching (PSM) methods to empirically assess whether heterogeneity in economic activity
of farming households affects the effects of remittances on productivity of tradable and
non-tradable crop farming households in Ghana. We find that, the involvement of farming
households in other economic activities alters the impact of remittances on crop yield. This
differential impact also varies according whether the crop is tradeable or not. 
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Abstract

Development actors are looking for a program that addresses the financial and socio-economic
challenges of women's empowerment. In response to the failure of formal microfinance
institutions, informal indigenous groups provide hope by financially targeting the unreached and
empowering women through their income-generating activities. This paper takes the opposite
perspective of gender analysis in microfinance and development by exploring the influence of
field agents' gender on clients' income-generating activities in a well-known informal indigenous
group, called a savings group. The data set is a unique global panel of savings groups exclusively
constituted with women as beneficiaries of the program while interacting with both female and
male field agents. Relying on the difference in difference approach, results show that male field
agent have a positive impact on the groups ?profit generation. Female field agents are relevant in
women mobilization and raising interest to development program targeting women. As
implication, special attention should be paid to the interactions and different external relationships
that women have in order to highlight the contribution of each contact. 
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Abstract

This paper presents a new approach to assess the similarities between the business cycle phases.
The different magnitude of expansions and recessions or lengths of the cycle phases and often
high volatility of the data used to determine the business cycle are handled by the proper scaling
and normalisation. The key concept, however, lies in the dynamic time warping (DTW) technique
allowing capturing alternations between leading and lagging relationships of the business cycle.
The effectiveness of the proposed procedure was illustrated by empirical analysis based on the
RIED ICI, which is calculated from the answers to the business tendency survey in the Polish
manufacturing industry and in the finance sector. DTW distance was computed for each pair of
business cycle phases, allowing for comparison and a practical way to measure the similarity of
transition periods between peaks and troughs. This kind of analysis is helpful mainly in objective
monitoring of the current state of the economy. The value-added of this article is not only the
proposition of changes in the business cycle quantification, which allows for automatic
recognition of patterns. It also provides a simplified simulation of turning point identification
based on the change in the DTW distance calculated in relation to the last identified phase of the
business cycle. Admittedly, this is not a fully specified algorithm but only calculations indicating
the potential behind the use of DTW. However, this approach could be a milestone in automating
the process of identifying the cycle and its turning points. 
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Abstract

There had been a rapid growth in Takaful market during periods of high oil prices. Takaful is a
Shariah compliant mutual risk sharing arrangement, involving ?Participants? and ?Takaful
Operators. This research studies the importance and the global trend of Takaful and the efficiency
analysis of companies in both conventional insurance and Takaful industries. Econometric method
(Stochastic Frontier Approach: SFA) and Mathematical method (Data Envelopment Analysis:
DEA) are performed to estimate both the cost and profit efficiencies. Data used in this research are
from financial statements of currently operating insurance companies during 2004 to 2014 in four
countries from the GCC; the United Arab Emirates, Bahrain, Qatar, Saudi Arabia and four
countries from ASEAN; Malaysia, Indonesia, Singapore and Thailand. The estimation suggests
that the companies operating under Takaful scheme are more cost-effective than the companies
operating under the conventional insurance scheme for both types of insurance (Life and Non-life)
and both regions (GCC and ASEAN).  
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Abstract

Financial data is characterized by a low signal-to-noise ratio making it difficult to identify robust
functional forms that map the characteristics of financial securities to expected returns (Lettau and
Pelger, 2020). In this paper, we modify the standard prediction problem in empirical asset pricing
by replacing realized returns with an estimator for expected return developed by Martin and
Wagner (2019). We use a neural network to map expected returns to 164 stock characteristics and
their interactions with eight macroeconomic time-series, resulting in 1476 predictors. Portfolios
based on the predictions from the neural network generate risk-adjusted returns with respect to the
Fama-French 6-factor model in the range of 1.4% (t-statistic of 3.04) to 1.2% (t-statistic of 2.65)
before and after transaction costs; out-of-sample. The corresponding Sharpe ratios are 1.15 and
1.06. A similar analysis based on realized returns results in Sharpe ratios below the market
portfolio. 
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Abstract

Heavy tails and volatility clusters are both stylized facts of financial returns that destabilize
markets. The former are extreme events by definition and the latter can accelerate adverse market
developments. This work disentangles the two sources and examines which one does the greater
damage, whether the threat can be reduced via diversification, and how an acknowledgment of
volatility clustering can enhance the quality of risk models. The analysis is carried out for index
return series representing seven different asset classes and for individual stock portfolio return
series. The isolation of the stylized facts is achieved under recent developments in surrogate
analysis (IAAFT, IAAWT). While tail risk historically received more attention, especially in
financial regulation, we observe that volatility clusters are the greater driver of maximum
drawdowns and aggregate losses across all return series. We further find that diversification does
not yield any protection from those risks. These insights have widespread implications for
appropriate policy-making, efficient risk hedging, and investment management. 

Page 72/149



E-PROCEEDINGS

Government Bond Market Developments and the usage of the DMOs' Security
Lending Facility

Marianna Grimaldi
Swedish National Debt Office, Sweden
marianna.blixgrimaldi@riksgalden.se

Abstract

The Covid-19 pandemic halted economic and financial development in many parts of the world,
placing substantial pressure on governments. It also created new risks and global challenges for
Debt Management Offices (DMOs), with potentially significant implications for domestic-market
functioning and investor behaviour. In this paper, we use a novel approach based on proprietary
information of the Swedish Debt Management Office?s security lending facility (SLF) to
investigate key changes in government bond markets and their implications for market
functioning. We show that quantitative easing (QE) policies have had a persistent influence on
usage of the facility and demand from primary dealers, while the acute effects of the pandemic
were temporary. We also show that the terms and conditions attached to a SLF are a powerful
policy tool and that altering them can cause significant shifts in SLF usage. 
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Abstract

The shareholdings in Indian firms are broadly held by two groups of owners, viz., promoters and
non-promoters. Though the controlling rights usually remain with the promoter group, there are
concerns regarding the influential ability of the non-promoters considering their rising stake. This
study examines the impact of promoters and non-promoters (grouping them into domestic and
foreign owners) on firm value. In particular, we investigate the influence of shareholdings by
domestic and foreign owners on firm value among listed family firms in India. In the empirical
setting, we control for firm characteristics such as leverage, firm size, advertising intensity,
research and development intensity, and intensity of tangible assets. The empirical analysis is
based on unbalanced panel data of National Stock Exchange (NSE) listed non-financial firms with
26,001 firm-year observations from 2000-2022. The data is obtained from CMIE?s Prowess IQ
database. Our findings indicate that the domestic owners in family firms have divergent interests,
whereas the foreign owners have similar motives. Further, participation from foreign owners in
family firms enhances their market value compared to firms with only domestic owners. We also
document that the firm value remains stable in the short term and that family owners actively
influence firm value.  
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Abstract

We analyze the relation between managers' bankruptcy experience and corporate hedging.
Exploiting variations in bankruptcy experience in managers' prior careers, we show that managers'
bankruptcy experience is associated with higher firm-level hedging activities, especially when
such an experience is more recent or occurs during salient periods in a manager's career. Using
firm-fixed effects estimates and matched sample analysis to address endogenous manager-firm
matching concerns, we find consistent evidence of the influence of bankruptcy experience on
hedging. Such an effect of managers? bankruptcy experience is more pronounced in firms with
weaker corporate governance. Overall, our evidence implies that managerial biases induced by
prior bankruptcy experience can shape corporate hedging and have significant value implications
for shareholders.  
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Abstract

ABSTRACT Purpose ? this submission outlines and seeks feedback on research proposal,
progress to date, and the future plan for the first author?s PhD research to be presented at the
World Finance Conference 2023, Norway, Kristiansand. Design/methodology/approach ? the
outlined work investigates whether the recent academic findings of Asness et al. (2013) of
momentum and value persistence and interaction and their exposure to common risk factors hold
over the most recent decade of capital markets history, explores potential of machine learning
techniques to discern this exposure to common risks for enhancing performance of global factor
portfolios, and asks if value and momentum also persist in the cryptocurrency market and how this
could benefit global factor portfolios. Findings ? preliminary findings support existence and
persistence of the value and momentum factors everywhere. Most of the work outlined in this
proposal is expected to be completed with findings to report on by the start of the conference in
August. Originality/value ? research will investigate persistence of and interaction between value
and momentum factors for the most recent decade of capital market history (leaning on the
methodology and approach of Asness et al. (2013)), which, to the best of our knowledge, has not
been done. Additionally, asset class universe will be expanded to include cryptocurrency market
as a relatively novel asset class with its own characteristics to shed further light into value and
momentum persistence. Finally, deep learning applications will be explored to dynamically
balance the global two-factor portfolio by utilising apparent non-linearity in return interaction
which, in itself, would build solid premise for further investigation of potential underlying risks
driving these return dynamics. Keywords Factor investment, Global Tactical Asset Allocation,
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Deep Learning, Cryptocurrency, Bitcoin Paper type PhD Research 
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Abstract

In this paper, we investigate whether teaching ethics in a simulated trading environment improves
participants' understanding of ethical issues and provides them with the ability to solve such.
Using a simulated trading environment, participants are introduced to economic events and face
ethical dilemmas whilst executing interest rates and foreign exchange rate trades. We test whether
gender or enrolment type (international or domestic) impacts a student?s ability to recognise
ethical issues, develop alternative solutions to ethical problems, and evaluate solutions to ethical
problems. Our findings suggest that female participants report that studying real life examples of
ethical problems is the most effective way to learn about ethics while males do not. Interestingly,
females report more improved trading results than males. In addition, we find the international
cohort reports stronger results for improvements in its ability to recognise ethical issues in
financial markets and to evaluate solutions to ethical problems. The findings suggest that
undertaking financial trades in a simulated trading environment improves participants? perceived
ability to recognise ethical issues in financial markets, and to solve such problems.  
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Abstract

Sustainability considerations have become an increasingly important part of today's financial
decision-making. The best-known sustainability indicators are the Environmental, Social, and
Governance indicators, widespread in academia and business. However, these metrics are not
standardized; therefore, companies can get significantly disagreeing performance assessments
from different rating agencies, called ESG rating disagreement in the literature. Using ESG ratings
from three different data providers for a sample of firms in the MSCI All Country Index for 2020,
we calculated the ESG rating disagreement between Sustainalytics, Refinitv, and MSCI ESG
scores. We applied quantile regression and provided evidence of a positive relationship between
ESG rating disagreement and firm financial performance. Our findings suggest a better
understanding of companies' ESG performance and the relationship between ESG performance
and financial performance. 
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Abstract

As per communication with Professor João Paulo Vieito, we are submitting the attached long
abstract for referees' consideration. The full paper will be submitted by the due date.  
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Abstract

We examine the implications of a central bank digital currency (CBDC) for banks using business
models that are particularly dependent on customer deposits. Employing unique customer data
hand-collected from savings and cooperative banks in Germany, we determine conversion rates
for customer deposits to a CBDC. We show that even at moderate conversion rates, most banks
would have experienced funding problems and lost profits if a CBDC had been introduced in most
years from 2000 onward. Furthermore, our results demonstrate that although banks have rarely
been as prepared for the introduction of CBDCs as in recent years, most banks must still refinance
themselves on the interbank market or through the central bank. The erosion of the primary source
of refinancing has implications for the liquidity and, hence, stability of these banks, and it reduces
their profitability because low-interest customer deposits are exchanged for higher-interest
interbank loans. Our results are relevant for commercial banks, contributing to better assessments
of the impact of CBDCs on liquidity and profitability and helping central banks to find lower
bounds of the costs for banks of a CBDC implementation. 
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Abstract

The private equity (PE) industry is often viewed as dominated by white men. However, triggered
and supported by the new EU taxonomy, limited partners (LP) as investors become more atuned to
the importance of ESG as a potential success factor in PE business. This study deals with team
diversity as an important aspect of the social pillar of ESG. We construct a diversity index for
private equity funds that positively correlates with fund performance. Based on recent research
results on the multi-dimensional measurement of socio-demographic and occupational diversity in
PE, this study calibrates performance and diversity data from 117 PE funds with 1,071 partners
involved in 1,295 deals to build a composite index that maximizes the correlation between the
fund´s diversity and its economic performance. 
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Abstract

How, and how much, does the performance of the stock market affect banks? securitization
activity? Our analysis of a panel of EU and US banks shows that the former shapes the latter both
directly and by interacting with some balance-sheet items. We find that the impact of the stock
market performance upon the bank?s securitization, the channels with which it interacts with the
balance sheet items and the sign that these impacts take depend upon the market discipline, that
shapes both the bank?s business model of securitization, and the condition of the financial
market. 
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Abstract

We shed light on domestic PFIs and investigate to what extent they incorporate climate factors
into operations and strategies. Domestic PFIs are owned or sponsored by governmental bodies and
come with socio-economic policy objectives and operate at the national and sub-national levels.
They are crucial agents and catalysts in leveraging climate finance at the local level. We conduct a
textual analysis of reports of PFIs in Germany, Japan, the UK, and the US between 2016 and 2020
to measure their climate focus which informs the level of their attention to climate change. We
detect relevant geographic and sectoral patterns and examine driving factors of PFI?s climate
focus on the country and institution basis. Our study provides a framework for assessing financial
institutions? climate focus and informs about the insufficient and various climate focus across
domestic PFIs. It highlights the importance of effective climate-related guidance and regulations
from authorities. 
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Abstract

Prior evidence of the impact of governance on disclosure credibility is inconclusive. Karamanou
and Vafeas (2005) fail to document a significant association between board of director
characteristics and analyst reactions to management guidance. By isolating exogenous variation in
director monitoring in a large, post-Regulation Fair Disclosure (Reg-FD) sample, we find that
increased monitoring is associated with stronger analyst reactions to news in management
guidance. We also document cross-sectional differences, consistent with monitoring being
particularly impactful when the role of external verification is most important (e.g., good news
forecasts, low analyst following). We identify exogenous shocks to monitoring associated with (1)
director deaths, (2) mandated independence required by Sarbanes-Oxley (SOX), and (3) changes
in director attention due to M&A activities that eliminate board positions at other firms. Overall,
our findings provide strong support for director monitoring influencing the perceived credibility of
management guidance, especially in settings where external validation is needed. 
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Abstract

In this paper, we study a large sample of Spanish firms acquired by private equity funds in
leveraged buyout transactions. While these transactions are controversial in the U.S., European
researchers present the more politically acceptable concept of growth leveraged buyouts. We use a
simple, yet novel measure to illustrate that organic growth in both the U.S. and European
leveraged buyouts declines. Prior to the buyout, capital expenditures exceed depreciation, while
after we observe the opposite. Excessive leverage imposes financial constraints in all leverage
buyouts, the geographical difference is result of empirical research design decisions. We
document that the growth documented herein, in France and in Italy is more accurately described
as industry consolidation. We also contribute to the literature to expanding the focus from
short-term profit gains and returns to the broader economic impact of these risk-taking endeavors
by comparing the bankruptcy rate in our sample to a propensity score matched set of control firms.
Our results show that policy makers in Europe also have reason to be concerned with the
proliferation of these transactions in Europe. 
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Abstract

The argument that retail investors use Google and institutional investors use Bloomberg to inform
themselves about a specific stock has made both platforms appealing sources for investor-specific
attention in finance. The influential studies by Da et al. (2011) and Ben-Rephael et al. (2017)
paved the way of using both sources to create investor-specific attention measures, namely ASVI
and AIA. With the growing popularity of these two measures, a considerable number of studies
used investor-specific attention to explain observed characteristics of financial markets. These
studies thus implicitly assumed that investor-specific attention leads to investor-specific trading,
which ultimately translates into observed price-impacts. In this paper, we investigate this implicit
assumption using intraday trade and quote data from NYSE over a two-year period for S&P 500
index constituents. We find that both, ASVI and AIA, marginally contribute in explaining retail as
well as institutional investor trades. Hence, our finding suggests that the implicit assumption of
previous studies does not hold empirically and that their findings should cautiously be interpreted
as effects attributable to general-investor attention. 
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Abstract

We examine the role of ex ante excess cash holdings in corporate security choice. Our analysis
starts from the observation that seasoned equity and convertible bond issuers have high ex ante
excess cash holdings, inconsistent with the traditional pecking order theory. A multinomial logit
model controlling for standard security choice determinants shows that cash-rich firms are more
likely to issue seasoned equity over straight bonds than are non-cash-rich firms. Cash-rich
seasoned equity issuers come across as having a precautionary demand for cash at the
announcement date, but analyses of post-offering uses of proceeds and stock returns suggest a
market timing motive for their offerings. The multinomial model also indicates that cash-rich
firms are more likely to issue convertible bonds over seasoned equity than are non-cash-rich firms.
Cash-rich convertible bond issuers are R&D intensive, consistent with a precautionary demand for
incremental cash. Our findings imply that ex ante excess cash holdings are an important,
previously overlooked determinant of corporate security choice. 
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Abstract

This paper examines the relationship between managerial ability and the corporate cash holdings
of a firm. We hypothesize that firms with high managerial ability would hold high cash either due
to investment motive or for expropriation motive however, the market would value the cash held
by higher-abled managers positively if held for investment purposes and negatively if held for
expropriation. In a sample of 2534 non-financial firms listed in India for the years 2005 to 2019
accounting for 38004 firm-year observations, we find that firms having highly abled managers
hold more cash and investors put a higher value on the cash held by highly abled managers
supporting the investment motive of cash holding. However, the significantly higher market value
of cash for highly abled managers is limited only to firms with low agency costs. Further
investigation shows that higher-abled managers holding high cash increase future investments but
do not exhibit overinvestment or empire-building motives. Our results are robust to alternative
measures of managerial ability, cash holding, and endogeneity issues.  
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Abstract

The COVID-19 pandemic brought untold misery to millions around the world. For those who
were already struggling to make ends meet, this was a particularly bad time. This study was
conducted to assess the impact of the outbreak, and how the ensuing lock-down resulted in the
loss of income for micro-entrepreneurs in rural areas. This study, based on first-hand primary data
collected through a series of semi-structured interviews with microfinance beneficiaries, during
the lock-down, provides a deep insight to how the lives of poor were impacted across different
dimensions of well-being. Among other aspects, respondents mentioned how their businesses
were negatively impacted due to the lock-down and how it affected them. They were also very
clear in terms of the State-led initiatives to provide them support through the ?Ehsaas?
programme. Some mentioned about other forms of aid that they received through different
charitable organisations and NGOs, etc. A profound sentiment that borrowers exhibited related to
the treatment that they faced by their respective lenders. Savings and the rising cost of living and
the ensuing impact on their stress levels was also repeatedly mentioned. The paper offers
important public policy-related implications and provides avenues for further research. 
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Abstract

Due to the complex nature of retail derivatives it is not easy to determine where market price
differences of identical products offered by different issuers come from. The market prices need to
be decomposed to be able to thoroughly analyze price differences. To do so two components need
to be disentangled (i) costs and (ii) model prices. We analyze the issuers' pricing policies and the
influence of the issuers' model choice on market prices and their differences, i.e. empirical model
risk. Costs are analyzed based on information from key information documents. We show that
issuers' pricing policies can be classified into a small number of groups for each product type.
Identical products offered by more than one issuer are necessary to be able to compare model
prices. Since the number of such duplicates is rather small the available data base needs to be
extended. This is done in a model-free way by an application of the signature method. This allows
us to extend the issuers' product portfolios by implicitly using their pricing models. We show that
pairwise price differences can be clustered into three groups for discount certificates and two
groups for bonus certificates, and that empirical model risk can be quite high for complex
products. The majority of issuers uses comparable pricing models with the exception of UniCredit.
The differences between model prices for UniCredit and any other issuer always build their own
cluster. 
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Abstract

We examine the depth of the labor market for female directors following an exogenous shock to
demand caused by California Senate Bill 826 (SB 826). Despite a surge in female appointments to
California firms, director qualifications remain stable when benchmarked to (1) new male
directors appointed to California firm boards and (2) new female directors appointed to
non-California firm boards over the same period. We likewise find that announcement returns to
new female director appointments post-SB 826 are similar to those of control groups, indicating
that the market does not view appointments of female California directors more negatively
following the law. These results hold for both voluntary and mandated female director
appointments. Generalizability tests suggest that if faced with a similar demand shock, other U.S.
states should have a sufficient supply of female director candidates to increase female
representation on boards without harming director quality. 
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Abstract

This research paper examines and puts forward an objective analysis of one of the fastest-growing
sectors of the cryptoasset space; stablecoins. Since being introduced to the broader marketplace
following the initial bitcoin and ICO bubble this subset of the cryptoasset class has rapidly grown
to be worth in excess of $100 billion. In the face of this rapid growth, however, the reporting and
compliance requirements have struggled to keep pace. The goals of this research are twofold.
Firstly, it reviews and analyzes the current state of the stablecoin marketplace and ecosystem,
including a review of regulatory actions and headline-generating failures. Secondly, it puts
forward and establishes a framework and guiding rules for how stablecoins are treated, regulated,
and utilized moving forward.  
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Abstract

This paper uses the data of non-financial firms to document the effect of advertising on the value
of environmental, social, and governance (ESG) activities in India during the period between 2010
and 2021. The findings indicate that the impact of ESG activities on firm performance is more
pronounced for firms that expend more resources on advertising. The results hold after a number
of sensitivity checks. These findings of this paper are consistent with the assumption that
non-standardization of ESG reporting provides incentives for firms to overstate their ESG
activities (greenwashing) to create misleadingly positive public image. However, this
greenwashing is less pronounced for firms that advertise heavily, thereby increasing the positive
impact of ESG activities on firm performance. Advertising can reduce information asymmetries
by stimulating public interest in the firm and by disseminating more information to public. Lower
information asymmetries can reduce the managerial incentives to use ESG for green washing,
thereby improving its value. 
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Abstract

This paper investigates the peculiar role of the US stock exchanges in the process of international
consolidation. Beyond its leading role in financial markets, the focus on the U.S. is also motivated
by its unicity within the stock exchange consolidation landscape, since it was involved in two
different stock exchange mergers --with Nasdaq and NYSE-- and it experienced a "reversal",
having joined and then left the Euronext-NYSE platform. We find no sensitivity of the US
cross-border investments to stock exchange consolidation and reversal, and we conjecture that this
is consistent with the extraordinary nature of the U.S. stock market. The empirical evidence
corroborates our hypothesis: the large size, liquidity and visibility of the U.S. stock exchanges
make less necessary, and then less valuable, the role played by the stock exchange consolidation
in reducing cross-border barriers. 
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Abstract

This paper aims to do a meta analysis about the effect of financial literacy on stock market
participation.We use funnel plot and FAT test to check publication bias in the literature. Simple
average, weighted average of effect size, PET test, and PEESE test are all conducted to discover
the genuine effect in the literature. The results shows that there do exist publication bias. The true
effect is significantly positive, implying that financial literacy can have a positive influence on
stock market participation. However, the magnitude of the true effect size discovered by our meta
regression are always less than 0.2. Following the guideline of Cohen (1988), we can know that
although financial literacy could increase peoples?s stockholding, the influence power is very
limited since only when true effect size is larger than 0.8, financial literacy can be defined as
strong effect on stock market participation. In the end, we also check the sources of heterogeneity
in the literature, we find that sample characteristics, type of financial literacy questions, type of
dependent variable, and the addition of some typical control variable are quite likely to explain the
heterogeneity. 
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Abstract

Environmental, Social, and Governance (ESG) disclosure has emerged as a dominant paradigm in
the sustainable corporate finance discipline. Stakeholders realize that an enterprise cannot be
evaluated only through financial disclosures, the non-financial disclosures also play a vital role in
valuing a firm. Against this backdrop, this paper examines how ESG disclosure affects the cost of
debt (COD) using a sample of 556 Indian-listed firms. The empirical analysis finds that superior
ESG disclosure reduces the cost of debt. This study extends the analysis by investigating the effect
of individual dimensions of ESG disclosure (Environmental, Social, and Governance) on the cost
of debt and observes a significant negative association between the individual ESG disclosure
factors and firms? cost of debt. This study provides evidence that firms? cost of debt is connected
with their ESG disclosure score. Firms that have low ESG scores are considered to be riskier firms
by lenders. The results suggest that financial institutions reward high ESG disclosure companies
as they recognize the potentiality of ESG activities to reduce credit risk and enhance information
transparency. 
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Abstract

One of the basic aspects of the Solvency II Directive introduced in 2016 is the protection of the
insured against the insolvency of insurance companies. For this purpose, by aggregating the
solvency capital re-quirements for individual types of risk to which the insurer is exposed, the
Solvency Capital Requirement (SCR) and the diversification effect (DE) are determined. Insurers
can calculate the SCR using the Standard Formula given by the authors of the Directive or internal
models developed taking into account their busi-ness profiles. The Standard Formula is based on
the variance-covariance method, which assumes a constant correlation matrix specifying the
dependencies between the aggregated risks to which the insurer is exposed. In the literature, the
copula is widely used to describe the dependence between the marginal distributions and the joint
distribution of random variables. Estimating a multidimensional copula is difficult, and most of
the existing solutions based on parametric copulas are based on simplified assumptions. The aim
of the pre-sented research is to use, in internal models, marginal and copula distributions estimated
with the use of deep neural networks in modeling dependencies in the premium and reserve risk
sub-module. Two neural networks are constructed: the first to determine the marginal distributions
and the second to estimate the copula. The loss function for a neural network estimating marginal
distributions is defined as a combination of properties of the probability function, while the loss
function for a copula estimating network is defined as a combination of properties that the copula
function must have. We determine the DE in three ways, i.e.: according to the Standard Formula,
using the Vine copula, and by estimating the marginal distributions and the copula using deep
neural networks. In the research, we analyze ratios for selected segments of German and Austrian
non-life insurers for actual data obtained from reports on the insurers' solvency and financial
condition. Using the energy distance, we find that the distributions obtained through the use of
neural net-works are best suited to the real data. Our research indicates that it is this model, based
on deep neural net-works used to estimate the multivariate distribution, that gives the DE estimate
at the right level. Therefore, the methodology presented in the article can be used in the
construction of internal models of the insurer to determine the solvency requirements. 
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Abstract

In this paper we show how financial data can be used in a combined macrofinance framework to
estimate the underlying structural parameters. For this purpose, we introduce a general estimation
approach that is applicable to a whole class of macroeconomic models and translates them into
systems of macro and finance estimation equations. Our formulation allows for consistently
substituting macro variables by asset prices in a way that enables casting the relevant estimation
equations partly (or completely) in terms of financial data. We illustrate the approach with a
model specification with analytical solutions. We show that all structural parameters can basically
be estimated from finance data alone, and discuss benefits and drawbacks of substituting and
adding financial variables. In our simulation study, we find that financial data can improve the
identification and accuracy of the parameter estimates. In the empirical application we use
treasury bonds, macro variables, the S&P500 stock index as well corresponding future data. Our
findings highlight that substituting and complementing macroeconomic variables by asset prices is
not only feasible but in some cases also preferable. We achieve the best performance from a
combination of bond, output and S&P500 data.  
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Abstract

The current study investigates whether investments without links to sustainability agenda lead to
stock price performance. We ask examine whether market participants view the ESG credentials
of firms positively. Using company investment announcements as the basis for investigation, we
extend the literature by examining the relationship between ESG credentials and abnormal returns
on investments without links to sustainability objectives (non-sustainable investments). The event
study methodology is used to estimate abnormal returns for a sample of 427 non-sustainable
investment announcements made by UK listed firms during 2013 to 2021. We contribute to the
existing literature by providing evidence on the stock market valuation of non-sustainable
investments. The main findings of this study reveal that at the firm level, the market rewards firms
with low ESG scores and low resource-use efficiency scores more than those with higher scores,
whereas the reward is greater for firms with high emissions scores. At the industry level, we find
that firms with less material environmental concerns have higher abnormal returns and the market
does not distinguish between industry sectors, rather evaluation is based on the income prospect of
the investment type. 
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Abstract

This paper questions whether the strategy of globalization is necessary for Chinese banks.
Therefore, this paper assesses the impact of the international activities of Chinese banks and finds
a negative relationship between international activity and bank performance. The finding implies
that the costs of international diversification, such as organizational complexity and agency
problems, outweigh the benefits, such as economies of scale and scope. The results continue to
follow various robustness tests, including endogeneity and sample selection bias. This study
indicates this adverse relationship and further gives a potential explanation of this negative effect.
The negative relation between internationalization and bank performance is more pronounced in
banks that are more likely to suffer from agency problems related to poor corporate governance.
The results appear to be partially explained by agency problems related to poor corporate
governance. 
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Abstract

The purpose of the paper is to show that employees have information on an upcoming bankruptcy
years before actual bankruptcy filings. We test four key bankruptcy models from the literature
using a dataset from 2008 to 2020 to show that each one contains unique information regarding
the probability of bankruptcy filings. We also build a new model to reflect employees? attitudes
and emotions before bankruptcy filings and include key variables from each of the four already
established bankruptcy models in the literature in our model. The model generated outperforms
the existing models both in in-sample and out-of-sample tests. When we add employees? attitudes
in each of the four bankruptcy models, we find that the predictive performance of those models
increases. 
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Abstract

I present a generalized benchmarking theory on portfolio selection relative to a market index.
Using the bias-variance trade-off of the tracking error, analytical conditions are derived to
describe when it is optimal for a portfolio of risky assets to follow the index, and the intensity of
the orientation. As economic conditions evolve over time, hence asset returns, the optimal
intensity and direction of the portfolio?s orientation is shown to depend on the mean and volatility
of the index, asset parameters, and the desired bias for the tracking error. The theory contrasts
with the standard index-tracking concept in which a fund is designed to track the index at all times
with full intensity regardless of the economic state, a practice herein referred to as blind indexing.
Analytical results show that an optimally-benchmarked portfolio will be following the index only
when the underlying assets have sufficiently-strong covariance with the index, relative to the
index mean return; otherwise, it is optimal to orient the portfolio opposed to the index. Moreover,
the optimal intensity of benchmarking decreases as the volatility of the index increases. The
theory also provides insights as to why a careful selection of the underlying assets is important in
designing tracking funds. A case study is presented with out-of-sample performance to highlight
the advantages of the approach, which include low trading intensity and better drawdown
characteristics, relative to blind index tracking. 
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Abstract

The existing research find negative relation between stock volatility and stock price, and there is
no consensus about the explanations. We analyze the relation between stock volatility and price
level in Chinese stock, and find price is positively related to volatility. The preliminary study finds
this positive relation mainly comes from the positive relation between idiosyncratic risk and price
level, which indicates that in the Chinese A-share market, higher price stocks have greater
volatility.  
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Abstract

This paper tests whether banks? shareholdings in corporations foster or hinder innovation. By
exploiting a regulatory shock that triggered a dramatic decline in banks? shareholdings in public
companies in Japan, this paper provides evidence showing that a decline in banks? shareholdings
leads to a boost in corporate innovation. Our analysis also shows that the positive impact on
corporate innovation is stronger for opaque firms and high-tech firms. The results are consistent
with the view that banks? shareholdings lead to potential hold-up problems which reduce
corporate managers? incentives to exert efforts pursuing innovation. 
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Abstract

The study examines the relationships between corporate governance mechanisms and their impact
over green bond yield spreads for companies operating in emerging capital markets. The unique
dataset was employed and constructed by collecting data from Thomson Reuters Refinitiv, World
bank, and Central Intelligence Agency (CIA). 294 green bonds issued by 120 companies from 16
emerging markets with assigned ESG scores for the period from 2017 to 2022 were studied. The
relationships between green bond yield spread and the corporate governance characteristics are
analyzed by employing pooled OLS regression on panel data. To calculate the yield spread, the
risk free rates method was used as described by Ghouma (2017) by subtracting government
treasury bond?s yield to maturity (YTM) of the bonds from the YTM of corporate green debt
issues with matching duration and currency. Our findings contribute to the literature in several
ways. First, it was found that corporate governance mechanisms significantly influence the level
of green bond yield spreads in the emerging capital markets. Second, we provide evidence of the
high positive impact of CEO power (measured through CEO Duality) on spreads in the emerging
capital markets. Thus, issuers with higher CEO power will face higher green bond yield. Third,
board size matters for investors in green bonds from emerging capital markets, and it has a
negative relationship with the yield spread. Fourth, contrary to the existing literature, the level of
independence of the board of directors is not significant influencing the cost of green bonds.
Moreover, we account for the specific features of the country?s institutional environment in terms
of the quality of the regulatory system in the country and the capacity of the central authority and
the nature of its legal system in the research model. We apply Worldwide Governance Indicators
(WGI) developed by World Bank to capture 3 out of 5 WGIs (e.g. Regulatory quality, Rules of
Law and Government Effectiveness) . We provide evidence that only government effectiveness
and rule of law indexes are significant drivers for green bond?s spreads while the regulatory
quality index is not.  

Page 106/149



E-PROCEEDINGS

Stock market co-movements in South-Eastern Europe: Does the SEE Link
Integration beneficial for the participants?

Judit Burucs
Corvinus University of Budapest, Hungary

judit.burucs@uni-corvinus.hu

Fanni Dudas
Corvinus University of Budapest, Hungary

fanni.dudas@uni-corvinus.hu

Abstract

The bank-based financial system characterizes Europe, especially South-East Europe (SEE)
countries. However, Capital Markets Union initiative -started in 2015 in the EU- aims to mobilize
European capital and channel it to companies because it assists economic growth. The stock
markets of Slovenia, Croatia, Bulgaria, Serbia, North Macedonia, and Bosnia&Hercegovina
joined the South Eastern Europe Link (the SEE Link) Platform without a merger to provide more
trading alternatives. This article analyses the degree of SEE Link and the benefits of integration
for these small, mainly middle-income countries' capital markets. We examine time-varying stock
market co-movements in South-Eastern Europe employing the dynamic conditional correlation
multivariate GARCH model. Using daily data from 2010 to 2019, we find that the correlations
among stock markets in South-Eastern Europe decreased over time. Our findings suggest that the
integration has not influenced the individual markets; an explanation can be that problems related
to the technical, regulatory, and governance measures do not stimulate foreign investments. The
low integration level may not decrease the availability of portfolio diversification benefits for
investors. The contribution of this article to current literature is that it assesses whether capital
market integration is advantageous for the capital market of small, developing countries. 
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Abstract

The paper examines the price discovery in the European carbon market for its third and fourth
commitment period. Through the application of two pair-wise bivariate vector error correction
models and price discovery models, this paper examines the information transmission process in
EU-ETS for the two pairs, namely, EEX spot-EEX futures and EEX futures-ECX futures. For
EEX spot-EEX futures, we find evidence of bidirectional causality; however, information
incorporation is relatively faster in the EEX spot. For EEX futures-ECX futures, price discovery
measures confirm the information impounded first in ECX futures lagged by EEX futures. 
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Abstract

This paper examines the short-term market reaction of European tourism and hospitality industry
to the beginning of the military conflict between Russia and Ukraine (February 24, 2022). Using
an event study, for a sample of 165 listed firms, we observe a negative and statistically significant
stock price reaction at and around the beginning of the military conflict between Russia and
Ukraine. Usually, the tourism and hospitality industries are among the most penalized by such
events. These results are consistent with investor sentiment hypothesis and asset-pricing
perspective. Military conflicts also tend to affect investors? optimal investment portfolio.
Investors tend to rebalance their portfolio by shifting from ?war-sensitive? industries to less risky
industries. These reactions are reinforced or mitigated by firm-specific characteristics such as
liquidity, size, profitability, and institutional ownership. Finally, we find that listed firms located
in: (i) countries in which Russia and Ukraine are the largest source of inbound foreign tourists,
and (ii) countries formerly occupied by the Soviet Union and/or that share a common border with
Russia, tend to show more negative abnormal returns. 
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Abstract

Rapid surge in corporate insolvency and resolution process (CIRP) in India has garnered
considerable academic attention due to the substantial cost of financial distress accruing to the
firm and other stakeholders. During the financial downturn, distressed firms have strong
incentives to manipulate financial information through various earnings management strategies.
The objective of this study is to identify the extent of earnings management adopted by companies
in financial distress. Further, this study has broadly covered various phases of financial distress
using three alternative definitions: financial health-based, legal outcome-based, and a combination
of these two. This study considered the data of all NSE listed firms and listed firms that have filed
for insolvency under CIRP and the data were collected from 2008 to 2021. The overall findings
suggest that the firms facing severe financial distress manipulate the financial reporting through
real earnings management rather than accrual earnings management primarily due to the ease of
implementation and lower possibility of detection as regulators closely monitor such firms.
Further, evidence shows that issue of new debt and equity, excess leverage, presence of
stock-based compensation, and meeting or beating earnings benchmarks creates strong enticement
for the firms to engage in earnings management. The findings of this study provide insights to
regulators and auditors to understand the earnings manipulation strategies adopted by distressed
firms to ensure financial reporting quality. 
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Abstract

Using a sample of 196 stocks, this study investigates the intraday market efficiency of the
National Stock Exchange of India (NSE), a pure order-driven market. The return autocorrelation
and variance ratio tests suggest that the hourly returns of stocks at NSE are not serially correlated.
Hourly order imbalances (OIBs) are highly persistent up to four lags, and can help in return
prediction. Investors appear to follow short-horizon OIBs to conduct countervailing trades, and
remove serial dependence in short-term returns. A simple order imbalance based trading strategy
appears to offer abnormal returns; however, these returns vanish once the trading costs are
factored in. Overall, the results indicate that the de-facto market making at NSE is effective.  
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Abstract

I study individuals who become entrepreneurs following an industry downturn using the massive
decline in oil prices in 2014. I find that the oil price decline resulted in increased entrepreneurial
activity among oil workers in Norway. Compared to entrepreneurs without an oil industry
background who started new firms in the years 2015 and 2016, I find that such `entrepreneurs of
circumstance' run more profitable firms. They also tend to originate from lower income levels
within their respective companies compared to entrepreneurs who started firms prior to the oil
price drop. Notably, the difference in profitability between firms with and without previous oil
employees is unique to the cohort of entrepreneurs that started firms after the oil price drop. 
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Abstract

This study goes further into explaining the abuse of leverage by LBO-target firms. We extend
Axelson et al. (2013)?s agency conflicts between GP and LPs to the target companies. We
disaggregate the sources of the compensation received by LPs and GPs into performance-based
(value creation) and non-performance-based, that include special dividends and fees and expenses
directly charged to the target company. Using a sample of 242 PE-backed buyouts on Spanish
target companies during the period 2000-2011, we find a negative effect of leverage on the
performance-based sources. The loss of value is clearly higher for companies whose leverage is
above the median. We also find that companies that destroy value resort to the non-performance
sources to compensate GPs and LPs. We observe a positive relationship with special dividends
and with fees and expenses charged to the target company. Our results suggest that there is a limit
to the use of debt in LBO transactions and in those cases where the deviation from an optimal
capital structure is higher the value creation is lower and GPs have more incentives to expropriate
rents from others stakeholder of the target firm.  
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Abstract

We investigate the effects of the Covid-19 pandemic on the efficiency of the European Union
Emissions Trading Scheme (EU-ETS), which is the most successful and influential carbon market.
This study provides one of the first accounts of the pricing efficiency of EU-ETS around the last
Phase (III) of its implementation. The study documents that the EU-ETS futures prices become
informationally efficient at extremely short-horizons (5-30 minutes) that are comparable to mature
conventional markets. These results are robust to three methods, namely, OLS autoregression,
quantile autoregression, and variance ratio tests. Moreover, the EU-ETS futures prices impound
the information content of economic activity in the major European markets at an extremely fast
pace (5-30 minutes). The dynamic correlations obtained from the DCC-GARCH method suggest
that the linkages between EU-ETS and economic activity remain intact, even when the effect of
the pandemic is most severe. Overall, these results indicate that EU-ETS has substantially attained
its stated objectives related to pricing efficiency. 
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Abstract

This paper empirically examines the moderating role of country-level governance indicators
(CGIs) in the relationship between macro-prudential policy instruments (MPI) and systemic risk.
The paper uses data from 68 countries and covers the period from 2000-2017. Using the beta
regression framework for multivariate analysis, results show that CGIs in terms of corruption
controls, government effectiveness, regulatory quality, and rule of law play a negative moderating
role in the MPI-systemic risk nexus. Countries scoring high (low) on these CGIs experience
stability benefits (instability costs) from MPIs. These findings suggest that the mere
implementation of macroprudential regulations may not perform the intended function of systemic
stability. Rather, overall institutional development in a country?s governance ecosystem is
necessary. Hence, a coordinated effort is required from all the stakeholders of the country to
achieve the intended goal of systemic stability from macroprudential regulations. 
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Abstract

This paper studies the impact of social interactions on investors? trading behavior and risk-taking.
We analyze a large sample of trading records from a social trading brokerage service that allows
its investors to interact with their peers in a social media-like setting. These records offer a unique
opportunity to investigate how individuals? trading activities and risk-taking change with respect
to the outcomes of their peers. We show that investors? trading and risk-taking increases with their
peers? trading performance. We exploit plausibly unexpected shocks to peers? performance to
address the endogeneity concern inherent in the analysis of peer effects. 

Page 116/149



E-PROCEEDINGS

Does ESG matter in times of Natural Disasters? A case study on US stock
market during the 2017 billion-dollar hurricanes

Filipe Grilo
Faculdade de Economia da Universidade do Porto, Portugal

fgrilo@fep.up.pt

Inês Rocha
Faculdade de Economia da Universidade do Porto, Portugal

up201607552@edu.fep.up.pt

Abstract

Within four weeks, three hurricanes caused more than 3000 casualties and provoked estimated
losses of $300 billion in the US, providing a unique opportunity to analyze the impact of climate
extreme events on the stock market. This study assesses how the stock market reacted to these
events and tests if firms? ESG scores impact their stock returns. We highlight three main results.
First, the hurricanes have provoked losses in the stock market, which can be traced until at least
two days before the beginning of the hurricane. Second, climate physical risk may account for up
to a third of the losses in stock markets. Finally, firms with high Governance scores perform better
throughout this period, but this effect is cancelled out during the most intensive days of the
hurricane. This paper highlights the importance of companies' ESG investment level to stock
markets during natural disasters. 
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Abstract

We explore the relationship between borrowing constraints and household financial portfolio
allocation. Initially, we develop a mean-variance model of portfolio allocation with three tradable
asset classes defined by increasing risk, and establish a link between borrowing restrictions and
portfolio allocation. We then analyse the US Survey of Consumer Finances to explore the
predictions of our theoretical framework. Our empirical analysis is particularly revealing as under
non-restrictive theoretical assumptions the optimal share of wealth allocated to medium-risk assets
is predicted to be ambiguous. Simple model simulations coupled with econometric analysis
enables us to empirically resolve this ambiguity. Empirically, the distribution of medium-risk
assets is remarkably similar to that for high-risk assets, suggesting the presence of a more general
`risk puzzle', which our borrowing constraints measures partially explain. 
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Abstract

In this paper, I construct a tax-strategy-related (TSR) word list to investigate the linguistic cues of
tax avoidance in 10-Ks. I use TSR words to measure a firm?s innate ability to avoid taxes and find
a positive relationship between this ability and the level of tax avoidance. I use three tests to
validate this pattern. First, I find that the TSR words have explanatory power on multiple
traditional tax avoidance measures after a battery of robustness checks. Second, I introduce a
method to identify the extreme values in tax avoidance measures and examine the pattern with
extreme values. The results still hold. Third, I collect the tax shelter firms to check whether this
pattern survives in the most aggressive cases. Interestingly, the pattern turns to be the opposite. I
interpret this result as indicating that these firms try to conceal their abilities of tax avoidance to
avoid being captured by tax authorities. In an additional analysis, I find that investors negatively
value the disclosure of TSR words in well-governed and less tax-avoiding firms. 
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Abstract

This paper revisits the dynamics of pricing relationships between commodity and equity markets
in a sample of commodity-exporting economies between 2000-2019. We confirm the correlation
between these asset prices increases around episodes of financial distress. Prior research attributes
this increase to the effect of contagion initiated by commodity price shocks. However, we find that
after controlling for the effect of time varying investor risk aversion, there is no evidence that the
documented correlation increase originates from shocks to commodity markets. Indeed, we are
unable to reject the hypothesis of no contagion. We maintain that controlling for the effect of time
varying investor risk aversion together with other factors potentially causing common variation
across price movements in commodity and equity markets, is essential in accurately capturing the
relationship between asset prices in these markets. 
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Abstract

As research on the investment-style timing ability in the mutual industry is scant, we investigate
the ability to time firm-characteristic benchmarks of mutual fund managers in Thailand during the
period of 2000-2019. In general, size timing ability is prevalent in most cases, but not true for
value timing ability. Interestingly, all investment-style timing ability disappears when controlling
for market, volatility, and liquidity factors at the market-wide level. This holds true for the
bank-mutual fund relationship as well as at portfolio and individual fund levels. We conclude that
the fund managers in Thailand are more experienced and successful to time an overall market than
to time investment-style strategies as trading strategies at the firm level is costlier. Bank-related
mutual fund does not benefit from superior information at the firm level, being consistent with the
information advantage hypothesis. Robustness confirms the main findings. 
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Abstract

This study examines whether illiquidity premia exist in the Hong Kong stock options market. By
employing intraday trading data, we confirm significant illiquidity premia during the COVID-19
pandemic. Positive and significant illiquidity premia exist across options with different maturity
and options with long-term maturity have the largest illiquidity premium. To further investigate
the impact of the pandemic, we define two waves in the post-pandemic period. We find that
extremely high illiquidity premia temporarily exist in the first wave, in which the pandemic affects
calls more than puts. This is attributed to the evaporated liquidity of calls during this period. To
compensate for the limited liquidity, call options provide investors with more illiquidity premia. 
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Abstract

Several studies on family businesses have dealt with their access to bank credit. These works
reveal two conclusions in total opposition. The duality of conclusions in the literature concerning
access to credit for family businesses led us to take an interest in this subject. By analyzing the
literature on the indebtedness of family businesses compared to that of non-family businesses, we
observed that they have easy access to bank credit thanks to their main asset, financing
relationship. This financing relationship translates into a long-term relationship and deep ties that
lead to mutual trust between loan officers and family managers. The objective of this research is to
explore the experience of credit officers in their relationships with family managers in order to
understand how these relationships can affect the financing structure of family businesses. To
carry out this research, an interpretative phenomenological analysis is implemented. This
approach is part of the constructivist paradigm and refers to the subjective accounts of the
individual rather than an objective description of the facts. The role of the researcher is to explore
the experience lived by the interviewees and to try to understand the meaning they give to this
experience. The originality of this research is to use Interpretative Phenomenological Analysis,
which is more specific to medicine, psychology and sociology, in order to approach the problem
of financing family businesses differently through their particular relationships with bankers.  
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Abstract

How do firms led by CEOs with early-life disaster experience affect debt-choice decisions?
Theoretically, we show that the answer is ambiguous: firms led by such CEOs may either increase
or decrease their bank debt. Empirically, using a quasi-natural experiment, we find evidence that
firms shift their debt structures by reducing bank debt and rising public debt when led by CEOs
with early-life disaster experience. A series of robustness tests support this result. Additionally, we
discuss firms with different circumstances. Moreover, our findings prove that firms led by CEOs
with early-life disaster experience increased firm risk-taking, which impacts the firm's debt
structure decisions. All in all, our results reveal the effects of a CEO with early-life disaster
experience on debt structure decisions. 
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Abstract

Alternative datasets are increasingly used in finance because of convenience and ease of
availability. The consequences of such use are not always clear. Exploring the effects of the use of
alternative data provides rich research opportunities. This paper attempts to study the information
loss when alternative data are used in the context of credit scoring and lending. Kullback-Leibler
Divergence (KL Divergence) is used to quantify the information loss. Hypotheses are formulated
and tested to assess the statistical significance of the loss 
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Abstract

This paper aims to identify the CFO characteristics and to explore the influence of such
characteristics among others on the cost of capital which is a core decision within corporations. In
addition, the paper moderates for the CFO board membership to test if the CFO?s behavior
changes towards taking a decision, when on board. To reach the research objectives, a
questionnaire is distributed to the CFOs of the non-financial firms listed on the EGX, moreover,
secondary data is gathered to get any needed data for the financial decision as well as for some
firm characteristics. The analysis includes two types of regressions, namely: hierarchical and
stepwise. The results of a hierarchical regression show that the models with traditional factors
reveal only one firm factor that significantly impacts the cost of capital, and including other
behavioral factors reflect a significant contribution to the model. However, introducing the
moderating variable with its interception shows no significance with the cost of capital. While the
stepwise results show that the variables under study are impacting the cost of capital, including
behavioral and non-behavioral factors. Thus, the findings of this study reveal the importance of
including behavioral and other determinants in the corporate models and this supports the
behavioral finance theory. This paper contributes to the literature by exploring CFO characteristics
that are not fully studied in a corporate finance context, especially in a developing market.  
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Abstract

Objective This study investigates whether fixed or flexible funding mechanisms influence
crowdfunding success. In the fixed funding mechanism, the amount of the pledge contributed to
the crowdfunding campaign projects is returned to the backers if the project fails. In contrast,
under the flexible funding mechanism, the project creator could keep all the raised pledges
irrespective of whether the project succeeds or fail. Design/methodology/approach ? The
secondary data consisting of reward-based crowdfunding projects was retrieved from
thecrowddatacentre namely Indiegogo, Kickstarter, and platform. The logistic regression models
are estimated to assess the impact of flexible funding mechanisms on subsequent crowdfunding
success performance, and to estimate the effects of the three crowdfunding strategies on
subsequent funding performance namely entrepreneur?s experience, spelling errors, backers, and
word descriptions. Model: Binary regression Project success=?_0+?_1 flexible funding+?_2
Experience+?_3 spelling error+?_4 Backers+?_5 word description Findings ? The results of
binary regression results revealed that a fixed funding mechanism increases the probability of
success rather than flexible funding. Entrepreneur?s experience, spelling errors and project
description negatively affected the crowdfunding success whereas backers were positively
impacting the crowdfunding success. Therefore, the findings provide guidelines and give
suggestions to entrepreneurs seeking finance to design and choose an appropriate funding
mechanism that effectively reduces the failed projects campaign.  

Page 127/149



E-PROCEEDINGS

Line of credit financing and growth of SMEs: an empirical analysis across 28
European countries

Ana Mol-Gómez-Vázquez
Universidad de Alicante, Spain

ana.mol@ua.es

Cristina Martínez-Sola
Universidad de Alicante, Spain

mcristina.martinez@ua.es

Ginés Hernández-Cánovas
Universidad Politécnica de Cartagena, Spain

gines.hernandez@upct.es

Abstract

This paper analyzes the effect of line of credit financing (LOC) on the growth opportunities of
small and medium-sized enterprises (SMEs). SMEs use the flexibility provided by a LOC to deal
with working capital and cash flow needs arising from their investment projects. Even though this
flexibility comes at the expense of larger refinancing risk and cost of capital, we believe that firms
with access to a LOC will be more likely to undertake investment projects and grow. Using a
hierarchical three level model, we find that firms are less likely to expect a positive growth in the
next 3 three years if their request for a LOC has been rejected. In our analyses we use a large
sample of more than 13,000 SMEs operating in 28 European countries over 6 waves of SAFE
surveys carried out between 2012 and 2017.  
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Abstract

In the past, numerous studies have explored the dynamic relationship between crude oil and clean
energy stock price. However, the relationship needs a relook due to Russia-Ukraine conflict. The
current study is trying to do that with an additional objective of proposing an effective hedging
strategy for clean energy and oil price. The study adopts an integrated approach of modelling the
first and second moments of two asset classes, clean energy and crude oil price, in the presence of
two policy uncertainty and volatility indexes as control variables. The work combines VAR
(Vector Auto-regression) with various DCC-GARCH (Dynamic conditional Correlation GARCH)
models to estimate return and risk/volatility spillover between the two asset classes. The study
finally proposes an optimal hedging strategy and compares the outcomes with earlier studies.  
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Abstract

Based on a sample of 325 large-sized companies listed in European stock markets, we develop a
proprietary ESG rating by employing the two main statistical techniques used by E. Altman to
derive its credit rating known as Z-score. The two techniques are the multiple discriminant
analysis and the logistic regression. For this reason, our proprietary ESG score is named as Z-ESG
rating. The sample companies are divided into 2 groups (ESG compliant and no-ESG compliant)
based on a theoretical model. The independent variables chosen for the model are the answers to
13 questions for each of the three pillars (Environmental, Social and Governance), an overall
number of 39 questions. These questions are selected across all ESG models developed by the
leading ESG rating providers. Interestingly, our proprietary model, by only relying on 39
questions, yields ESG scores that are highly correlated with those provided by Refinitiv Eikon,
which instead makes use of almost 600 questions. To the best of our knowledge, our study is the
first to develop a Z-ESG score for the corporate sector in Europe. 
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Abstract

The purpose of this study is to analyse the role of savings during the COVID times. Savings
mobilization is critical for individual and societal welfare. At the individual level, savings help
households? smooth consumption and finance productive investments in human and business
capital. It aims to anwer the question ?Does access to savings help in reducing vulnerabilities of
households? due to an external shock like COVID-19 controlling for household characteristics??.
To assess the impacts a survey of 508 households was carried out in a rural area near Lahore,
Punjab in June 2021. The sample includes recipients of Microfinance Institutions (MFI?s),
members of the Rotating Saving and Credit Associations (ROSCA) and those receiving state-led
grants. Informed policies based on the findings of this study may help policy makers to design
better saving mechanisms in testing times like COVID.  
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Abstract

This research studies the effects of additions and deletions to the NASDAQ-100 Index for 1997 -
2016. The findings suggest that addition announcements are associated with significantly large
positive stock returns. These stock returns are positively associated with the stock?s trading
volume. Further, this effect is most pronounced in the early part of the sample period, from 1997
to 2003. Evidence suggests that because additions and deletions to this index can be predicted in
advance of the announcement, those stocks that are predicted to be added to the index experience
price run ups in advance of the announcement. Investors have learned to predict which stocks will
be added and are trading on these predictions.  

Page 132/149



E-PROCEEDINGS

Credit scoring models application in small Latvian non-bank lending company

Daniels Jukna
University of Latvia, Latvia
daniels.jukna@gmail.com

Abstract

Issuing loans is considered the main business of banks and financial institutions, but it is also
high-risk, especially if the company does not have a successful model for assessing the solvency
of borrowers. However, no methodology usually provides the optimal classification for all data
sets, so using different models in the decision-making process is essential due to many qualitative
considerations. Based on actual borrowers? solvency data, models have been developed using
various methods (Logistic regression, Support vector machine, Random forest, Decision trees,
Artificial neural networks) and ensemble methods (Minimasing rule, Maximising rule, Majority
voting, Average rule, Weighted average rule) to predict whether a given borrower is of good or
bad solvency. These models are then compared to determine which model performed best.
Ensemble approaches have shown better model classification performance than traditional
methods on average. The only method with a better result was the Support vector machine,
outperforming only a few models created by the ensemble approach. Also, the Weighted average
ensemble method was improved by differentiating the weights of traditional methods. Overall, the
improved model gave the best accuracy and model discriminative power. In addition to the best
method, three approaches were developed to determine the optimal cut-off value . It also helped to
evaluate different scenarios when the cut-off value changed. Determining the optimal cut-off
value is crucial in credit scoring as it could significantly improve model predictability. 
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Abstract

The relationship between financial knowledge and financial behaviour has been widely studied in
the literature. Different works in different contexts find that there is a positive relationship
between these variables. The supervisor of the Spanish securities markets (CNMV) and the
Spanish central bank (Banco de España) developed a Financial Education Plan at national level
since 2008. They conducted a Survey of Financial Competences (ECF) to measure the financial
literacy of the Spanish adult population and their relationship with the financial system. Although
overall the Spanish context seems to present the same results, the Spanish population presents a
differential characteristic with respect to Europe. Specifically, the high preference for buying
versus renting a home. The objective of this paper is to analyse the effect of homeowner on the
relationship between the level of financial knowledge and financial behaviour of Spanish citizens.
To this aim, we perform endogenous ordered probit regressions, using ECF survey and controlling
with instrumental income and education level variables. Our main empirical findings show that
there are important differences in the relationship between financial knowledge and financial
behaviour. Specifically, while this significant positive relationship intensifies for homeowners, it
does not remain significant in the case of renters. This result suggests that home ownership may
be an differential factor in the relationship between financial knowledge and behaviour. 
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Abstract

This study examines the influence of female leaders on firms? sustainability performance. Using
data on publicly listed Nordic firms over eleven years, the effect of female CEO/Board-Chair on
firm sustainability is tested after controlling for important characteristics including CEO-Chair
duality, age, experience, and board independence. The result shows significantly higher ESG
scores for firms with women as CEO or Chair of the board. A more detailed ESG pillar scores
analysis shows that women only significantly affect the social but not environmental performance
of firm sustainability. No reverse causality between Female CEO/Board-Chair and firm ESG
performance is documented. 
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Abstract

We examined the relationship between stock price and expected dividend, and its role in
forecasting expected return for the S&P 500 stocks. Johansen?s test shows evidence of the
cointegration relation between price and dividend, especially for the 1944 ? 1985 period when
more than 80% NYSE stocks were consistently paying dividends as reported by Fama and French
(2001). The estimation results based on an autoregressive error-correction model show a
significant coefficient for the cointegration (error-correction) variable, especially for the same
1944 ? 1985 period. This finding implies that price and dividend have a cointegration relation so
that if price deviates from its long-run stability to dividend, flexible price has the tendency to
revert and restore its stability to dividend. Controlling for this significant error-correction process,
we find slight evidence of significant negative coefficient for the second lag of expected return for
the 1944 ? 1985 period, which is consistent with the price?s mean-reverting behavior, as
evidenced by numerous studies including Fama and French (1988). Contrary to the proposition by
Miller and Modigliani (1961), Black and Scholes (1974), or others, this finding seems to support
that dividend does matter in stock price change, and the stable long-run relationship between price
and dividend plays an important role in forecasting expected return during the 1944 ? 1985. The
above finding and evidence, however, is very weakened or disappears for the post-1985 period
when the fraction of dividend-paying firms has decreased significantly in NYSE stocks as
reported by Fama and French (2001). Interestingly, however, in a more rigorous investigation on a
new portfolio Dividend Aristocrats that we construct using the 32 stocks from the S&P 500
Dividend Aristocrats (currently 66 stocks total) that consistently paid dividend during the
post-1985 period, we find evidence of a significant cointegration relation (long-run stability)
between price and dividend and its effective role in forecasting expected return although the size
and significance is not as strong as that for the 1944 ? 1985 period. 
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Abstract

We illustrate how an aggregate equilibrium approach can be applied to analyze the efficiency
gains and social welfare effects of transfers of sufficiently large, but nondrastic, technological
innovations among firms in an industry characterized by diseconomies of scale. In particular, we
demonstrate how the approach can be used to identify the thresholds where technology transfer
through collusion will be optimal for competing firms and the society, including the threshold for
when consumers will be indifferent to whether firms in an industry compete or collude. In
addition, we show how a per-unit royalty license fee, which is partly paid upfront for a minimum
required quantity, can be used by the licensor to restrict the quantity output of the licensee(s), and
ensure the stability of collusion. We suggest that this licensing contract, which has implications
for policymakers and practitioners, may explain why technology transfers often occur in highly
technological industries among otherwise competing firms with market power. 
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Abstract

Abstract Purpose- The purpose of this paper is to analyze the results and impact of personal
remittances on the Lebanese economy since the global economic crisis of 2008. This will be
approached by studying the fluctuation of economic factors compared to the volume of personal
remittances. Design/methodology- According to its characteristics, the interpretative research
philosophy assists in interpreting and understanding the variables? variation and results of our
case while taking into consideration several aspects. Based on a long-sectional time dimension,
secondary-data-based research will be done to accomplish this paper. Following the literature
review, the quantitative part covers multi-regression analysis based on collected data.
Accordingly, several regression analyses will be conducted where personal remittances will be the
independent variable while GDP, Real estate price fluctuation, inflation, employment rate, and
public debt will be the dependent variables in each of the analyses. Findings/results- The
conclusions attained after the literature review are that personal remittances may trigger economic
development under specific conditions of efficient management and a healthy environment. The
regression analysis will be conducted to prove (or disprove) these primary findings and validate
our conclusions. Originality/value- This study would raise urgency among regulators to set
strategic decisions in order to settle a supportive environment that attracts remittances and
efficiently use the received amounts to foster economic growth. Social implications- personal
remittances and economic development have a direct impact on society by facilitating freedom of
wealth distribution. Considering the important number of Lebanese diaspora and the high amount
of remittances received at all times, it is important to study how these amounts have been affecting
the market and the local lifestyle.  
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Abstract

The debate over how firm environmental, social and governance (ESG) affects shareholder wealth
has been receiving increasing in recent years, especially in periods of crisis such as the market
crash triggered by COVID-19 pandemic. Some researchers have analysed whether ESG scores
immunize stock returns during periods of crisis. The result of these works seem to be
contradictory and inconclusive even though they were conducted with similar methodology and
samples.These previous research studies on ESG and stock returns have been conducted in an
aggregated manner without analysing in depth the possible differences that may appear at the
sector level. It would be incomprehensible to extend the aggregate results of these studies to
controversial sectors that can hardly become environmentally and socially responsible. For this
reason, in this work we analyse the impact of ESG on stock price resilience but, differentially, at
industry-specific level during the COVID-19. Following Demers et al. (2021) we regress
abnormal stock returns on ESG in COVID period for US firms, controlling for financial
performance variable and Fama-French factors. Our results show that although in the whole
market appears to be non-significant relationship between stock returns and ESG, at industry
level, we show evidence that the effect of ESG on returns during the crisis and recovery periods is
significant for some industries, concretely, Information Technology and Communication Services.
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Abstract

This study develops and tests the hypothesis that pharmaceutical firms substitute spending on
R&D with investment in lobbying expenditures in an attempt to obtain higher drug or patent
approval rates. The results show that R&D expenditures are about 16% lower for pharmaceutical
firms that lobby vis-à-vis pharmaceutical firms that do not lobby. In difference-in-difference
analysis, we show that, relative to matched control firms that do not lobby, pharmaceutical firms
that do lobby experience a significant increase in R&D around an arguably negative shock to
lobbying activity ? The 2008 Honest Leadership and Government Act. We then show that the
average drug approval rate for firms that lobby is around 9 percent higher than for those that do
not lobby. Thus, while capital spent on building political connections reduces expenditures on
R&D, it seems to improve the effectiveness of innovation in the form of more drugs. 
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Abstract

This paper analyzes the financial and corporate governance characteristics of firms sanctioned by
Euronext for insider trading and information irregularities between 2010 and 2022. We identify
criteria that separate sanctioned firms from their peers and show that rapid sales growth,
fluctuating cash flows, and lack of analyst following increase the likelihood of fraud. In addition,
family/founder CEOs and family board chairs are more likely to be sanctioned for insider trading
and information irregularities, especially when their firms had a recent IPO and are traded on
smaller Euronext compartments. Last, we investigate whether sanctioned firms also use
income-smoothing activities to hide their extraction of private benefits from market participants.
Our results show that fraudulent firms are more likely to engage in income smoothing activities,
but only when they are more established and profitable companies. However, their behavior seems
to be significantly constrained by increased analyst coverage. 
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Abstract

Corporate social responsibility (CSR) has been leveraged in the western world to signal enhanced
firm-level trust for investors, as it imposes ethical constraints on managerial opportunism, such as
corporate insider trading. However, the same cannot be inferred in the Asia-Pacific with varying
perceptions of CSR. We use a sample of eleven Asia-Pacific nations find that insider transactions
in highly ranked CSR firms lead to lower abnormal returns from purchases, but not so for sales.
This effect is more pronounced when considering firms? environmental CSR performance.
Moreover, a commitment to CSR within nations that have robust legal settings were found to
further constrain insider purchase profitability, however the same cannot be concluded for insider
sales. Similar results were prevalent within individualistic cultures and strong governance nations.
This investigation extends current western focused literature that assess the case for CSR
investment through explaining the influence of CSR activities on managerial opportunism. 
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Abstract

This paper proposes an Agent-Based Model (ABM) study of the country actors competing in the
Arctic FinTech market. We investigate the possible motivations and risks associated with the
emergence of the FinTech sector, explore the game-theoretic problems manifested in the FinTech
market, and study the mechanisms for the emergence of country alliances. We simulate the
behavior of the Arctic Council?s eight member countries and 13 observer countries in their
investment decisions and deployment of resources in the FinTech sector across two investment
horizons: short-term (twenty years) and long-term (forty years). The short-term simulation
experiments provide insights into the patterns of the countries? investment strategies, such as
market over-saturation or under-saturation, and help identify potential risks associated with
FinTech firms' emergence. We observed the emergence of four regional alliances. Country actors
from the Nordic region invested more heavily in InsurTech and RegTech, with a significant shift
towards sustainable investment choices in response to the changing climate. In contrast, actors
from the Russian region invested more heavily in WealthTech and Real EstateTech, focusing on
energy and resource extraction investments. The actors from the American region, influenced by
the changing climate, shifted their investment focus towards Blockchain and Cryptocurrency,
driven by the need for transparent and secure transactions. Actors from the Indigenous Arctic
region invested more heavily in Online Lending and Digital Payments, emphasizing financial
inclusion and accessibility for their communities. However, in the long term, alliances shifted
from four to two. The countries' geopolitical concerns, wealth, and energy resources exploitation
significantly moderated the alliance memberships. This shift can be attributed to the projected
effects of climate change and energy on the Arctic region, leading to a realignment of geopolitical
interests. The two emerging trading blocks?the ?Green Alliance? and the ?Energy
Exporters"?specialized in different FinTech sectors. The ?Green Alliance? concentrated on Digital
Payments, RegTech, and WealthTech, while the ?Energy Exporters? concentrated on Blockchain,
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Cryptocurrency, and Real EstateTech. Throughout the long-term horizon, the "Green Alliance"
expanded its specialization to InsurTech, while the "Energy Exporters" retained its focus on
Blockchain and Cryptocurrency. Our study provides insights into the range of outcomes of the
countries' short-term and long-term investment strategies in the FinTech market. It helps identify
potential risks associated with global competition. The findings can inform policymakers and
regulators about the strategic implications of FinTech's emergence and help manage potential
financial and geopolitical stability risks. 
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Abstract

Recent profound disturbances to the global financial system highlight the need for a systems
approach to analyzing financial instability. The latest financial crisis provided many examples of
significantly destabilizing dynamic processes affecting the behavior of the financial system that
indicate that the fragility of the financial system is structural. Therefore, to understand financial
fragility, it is critical to elicit the structure of the financial sector. A common practice in
economics is to create theoretical models without the practitioners? input. However, the
professionals who work in the financial sector possess in-depth first-hand knowledge of the
system. The objective of this project is to contribute to the effort of constructing a unifying
theoretical framework of systemic feedbacks within financial systems. This project builds a shared
mental model of the Federal Reserve Bank supervisors that captures their understanding of
financial instability. To the best of our knowledge, their views have never been explicitly
documented before. This research gives a voice to the expert group outside the academic
conversation about financial stability. 
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Abstract

Merger and acquisition (M&A) have lately increased in the Indian banking sector with the desire
to improve operations, market performance, and financial performance. It is important to
investigate whether the banks are able to gain expected synergies. This study examines the effects
of M&A in the banking sector through an analysis of M&A transactions between 2014 and 2022.
The current paper is built on secondary financial data whereas outcomes were assessed on three
major parameters, i.e. market performance, financial performance, and overall efficiency
improvement. The study used different methodologies such as event study, ratio analysis,
tabulation, and Wilcoxon rank text to check over different parameters. The findings reveal a
significant improvement in market performance and financial performance. No statistically
significant improvements were found in profitability, liquidity, and operational efficiency. We
conclude that synergy gain cannot be achieved by M&A only. Overall the study gives insight into
the value creation through M&A in emerging economies' banking industry and emphasizes the
importance of effective integration strategies. The study has implications for the central bank,
banks, and policymakers in emerging economies to decide on M&A activities and the
development of a robust banking sector.  
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Abstract

Exploring the motivational fact of being a micro-entrepreneur on the sharing economy digital
platform, Airbnb, is discussed throughout the study considering the context of rural sustainable
tourism in the Arctic. Research on rural sustainable tourism in the Arctic region is clearly deficient
in ancestral studies. In the growing literature surrounding Airbnb emerges the spirit of a
transformative business venture while maintaining social, economic and environmental impact.
This study also investigates the post-income consumption patterns of the hosts which provides the
relationship with micro-entrepreneur motivation factors from an economic perspective. A
theoretical model is tested to explain the relationship paths between host motivation and
post-earnings consumption patterns. In data collection, using questionnaires from Denmark,
Iceland, Norway, the three Arctic regions, the socio-economic position and opinions of the hosts
are directly known. Artic micro-entrepreneurs present a different mindset to conventional theory
which is identified in data analysis after statistical application. Factors retrieved from existing
studies yield results against most assumptions, yet they are upgrading theoretical and practical
implications that address significant gaps in the current literature. Simultaneously, the results will
advance existing knowledge with constructive future research directions on Airbnb phenomena. 
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Abstract

We develop a valuation framework for climate-sensitive stocks in the presence of uncertainty
around a policymaker action to prevent global warming. The price- dividend (P/D) ratio of
climate-sensitive stocks depends on investors expectations about an ambiguous path of future
energy generated by a high carbon emitting and a low carbon emitting firm, and conditional on a
climate policy regime shift. We show theoretically and empirically that, given a required rate of
return, the higher the uncertainty the higher the valuation of climate-sensitive stocks. Moreover,
we discuss a broader set of asset pricing implications in the context of climate change uncertainty.
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