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6:00pm-7:30pm Welcome Reception (Celebrity 1&2)

10:00 - 12:00

Welcome Letter from the Journal of Financial Research ()

Current Review of Financial Economics Issue (Best Paper Sponsor) ()
11:00 - 17:00

Registration Table Open ()

13:30 - 15:00

A.1. CSR and Firm Risk (Sunset 1)

Impact of Foreign Promoter Ownership On Idiosyncratic Volatility: Evidence From India
Anushka Agarwal, Indian Institute of Technology, Delhi
Neeru Chaudhry, Indian Institute of Technology, Delhi

Promoter-owners refer to those individuals or corporations present during the firm’s incorporation and bear significant control over its operations.
For a sample of Indian firms, we document that firms with foreign promoters experience lower idiosyncratic volatility. Non-dividend-paying firms,
firms with no foreign debt, and firms with poor informational environments observe lower idiosyncratic volatility when foreign promoters are
present. The negative effect of foreign promoters on idiosyncratic volatility is observed for older, mature, and financially unconstrained firms.
Foreign promoters have a significant effect on idiosyncratic volatility when they own at least 26% equity in a firm so as to influence corporate
decision-making. However, during periods of macroeconomic uncertainty, stocks of foreign promoter firms are observed to be more volatile,
perhaps because of a preference for an early resolution of macroeconomic uncertainty or capital flight from emerging markets to safer markets.
Lastly, an important finding is that foreign promoter firms have higher firm value despite the lower levels of firm risk. Overall, our findings support
the argument that foreign promoters are efficient monitors of management.

Inheriting From Bankrupt Firms? Evidence On Long-Term Performance of Local Firms
Zhexu Ai, Wagner College

I posit an “inheriting process” where a bankrupt company positively impacts the local economy by releasing a significant number of employees to
the local labor market. I provide supporting evidence that other local companies benefit in the long run from this labor force. Specifically, the stock
portfolio of adjacent firms beats the benchmark factors by 31.8% in five years. Additionally, adjacent firms outperform their industry average by
65% in sales, while investing 116% more in R&D expenses. As expected, further tests attribute this performance to new employees from the
bankrupt company, especially highly skilled ones.

Biodiversity Risk In The Corporate Bond Market
Sevgi Soylemezgil, Binghamton University

We investigate whether biodiversity risk is priced in the US corporate bond market. Using a market-based measure of biodiversity risk, we find that
longer term bonds issued by firms with higher biodiversity risk exposure have higher yield spreads, consistent with biodiversity being perceived as
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a long-run risk. This effect is stronger among firms with marginal credit quality and those that mention biodiversity regulation in their financial
statements. Using the adoption of the Kunming-Montreal Global Biodiversity Framework as an experiment, we find that the impact of biodiversity
exposure on yield spreads is more pronounced when biodiversity-related awareness and regulatory risks rise.

A.2. Policy and Bank Performance (Sunset 3)

China’s Wto Entry and Local U.s. Banks

Samar Ashour, University of Alabama at Bimingham
Thomas J. Chemmanur Chemmanur, Boston College
Xi Li, University of Arkansas

Jiajie Xu Xu, University of lowa

We analyze how the product market competition shock due to China’s WTO entry affected local US banks across various regions. Using a
difference-in-differences empirical strategy, we document that in regions with greater exposure to the shock, loan quality deteriorated and bank
profitability declined more severely, coupled with slower loan growth and higher loan interest rates after the shock. Further, small banks lost market
share and banking market concentration increased more in these regions. Overall, our paper documents, for the first time in the literature, how
China’s WTO entry affected the local banking system in various U.S. regions.

The Impact of The Low-Income Designation On Credit Union Performance
Michelle Gabor, University of Wisconsin Parkside

Arjan Premti, University of Wisconsin Whitewater

Mohammad Jafarinejad, University of Wisconsin Whitewater

The low-income designation, which provides regulatory waivers and operational assistance to credit unions that serve low-income members, is one
type of US governmental program promoting financial inclusion. Despite the increasing occurrence of low-income designation, the impact on credit
union financial performance is unclear. The present study employs regression analysis using panel data to assess the impact of low-income
designation. The study finds the low-income designation and usage of attendant regulatory benefits are positively associated with credit union
financial performance. These findings provide insights for credit union practitioners and regulatory agencies regarding the sustainability of credit
unions that serve the underserved. The research findings provide insights for financial institution practitioners, investors, and regulatory agencies
regarding the influence of various regulatory activities, specifically ones that are designed to promote fair financial services, on the U.S. financial
institutions who provide these services.

Impact of Overdraft Protection Regulation and Bank Practices On Market Valuation
Michelle Gabor, University of Wisconsin - Parkside

Mohammad Jafarinejad, University of Wisconsin-Whitewater

Arjan Premti, University of Wisconsin-Whitewater

Since the persistent low-interest rate environment that started in the 2000s, banks have increasingly relied upon non-interest income sources such as
account fees to replace interest income. In response to the 2007 financial crisis, the Dodd-Frank Wall Street Reform and Consumer Protection Act
created the CFPB (CFPB), and also enacted a wide range of consumer protection and systemic risk reduction regulations including controls on bank
overdraft protection practices. Despite these provisions of the Dodd-Frank Act, the CFPB continues to investigate bank overdraft protection fees
and has been discussing additional consumer protection regulations. Beginning in 2021, dozens of large banks voluntarily reduced or eliminated
overdraft protection fees. On the one hand, this may cause concern regarding their profitability while, on the other hand, this may be viewed as a
pro-social and ethical policy change that will lead to more customers and improved financial performance. This study examines the impact of both
overdraft protection regulations and voluntary bank policy announcements on the stock price of US banks.

A.3. Real Estate (Sunset 4)

15 Seconds To Alpha: Higher Frequency Risk Pricing For Commercial Real Estate Securities
Andreas Christopoulos, Yeshiva University - Sy Syms School of Business
Joshua Barratt, Barratt Consulting

In this paper we estimate risk decompositions of default, interest rate, liquidity and excess liquidity at intraday frequency for securitized commercial
real estate securities in intervals of fifteen seconds for 572 days during the Covid pandemic. In cross-sectional analyses we discover stark patterns in
the price formation of risks. We articulate twenty-four long-short trading strategies in the frequently traded, and related, REIT sector to exploit these
aberrations. In Year 1 of the Covid-era, 88% of our risk signalled automated trading strategies produced significant alphas, with 90% of those
strategies also generating strong positive abnormal returns. These patterns of revealed mispricing of risk, and trading skill, persist across the entire
sample period. This is the first paper to estimate risk decompositions for securitized commercial real estate securities at intraday frequencies which
reveal market mispricings of such risks in CMBX and which provide investment insights into the related REIT sector.
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Underdiversification and Housing Risk Premia
Ricardo Lopez A., Syracuse University
Erasmo Giambona, Syracuse University
Esther Eiling, University of Amsterdam
Patrick Tuijp, University of Amsterdam
Investor underdiversification is pervasive, particularly in the housing market where most homeowners own only one property. At the same time,
there is an increasing presence of landlords and institutional investors with better diversified housing portfolios. We show, both theoretically and
empirically, how the presence of underdiversified households versus diversified institutional investors relates to the types of risk that are priced in
the cross-section of housing returns. We find that, even though homeowners are exposed to sizeable zip code-level idiosyncratic housing risk, they
are not always compensated for this risk. In areas with high homeownership, zip code--specific risk is 29% more likely priced. In contrast, in areas
with more geographically diversified real estate investors, housing market risks at the metropolitan or national levels are more likely priced. Our
findings point to a link between asset pricing and the ability of different asset owners to hold a well-diversified portfolio.
Sentiment Pricing Strategy In Single Family House Transactions: A Case Study of Two Counties In Washington State
Ying Huang, University of South Alamaba
YING ZHANG, UNIVERSITY OF MANITOBA
Bill Hu, Arkansas State University
Hongchao zeng, University of Nevada, Reno
This paper studies how market sentiment affects pricing strategy of using zero in single-family home sales for (1) Skagit County with only
130,6961 population and (2) King County with over two million population. Depending on the position of the digit, zero which is proven
psychologically more attractive (Lynn, Flynn, and Helion, 2013) is commonly used in the ones, tens, hundreds, and thousands positions. We find
strong correlation between the use of zeros in ones, tens, hundreds, and thousands positions and price level. Moreover, although the housing
markets are drastically different between the Skagit County and King County with respect to factors pertaining to demand and supply, we find that
in general the higher average selling price in previous 3-month, 6-month,12-month periods, the more use of zeros in the ones, tens, hundreds, and

thousands positions are strongly associated with higher price. Further, the shorter number of days on the market and the lesser supply, the higher
likelihood of using zeros. Thus, our findings show that the use of zeros is driven by psychologically preference reasons.

A.4. Theoretical Asset Pricing (Sunset 5)

Risk Is Not Sufficient To Generate A Return On Investment
Benjamin Jansen, MTSU

This paper argues that theories focusing solely on risk as the driver of returns may not be sufficiently reflecting relevant asset price inputs. This
conclusion largely stems from prevalent asset pricing theories ignoring the firm side supply of value into their financial securities.

Models of Gold Options Market and Evidence In Favor of Financialized Gold and Against Disasterization

Xiaohui Gao, Temple University

Gurdip Bakshi, Temple University

Zhaowei Zhang, Temple University

This paper presents models for gold, which consists of four components: (i) uncertainty driven by idiosyncratic, jump, unspanned, and spanned
risks; (ii) a semi-analytical solution for option risk premiums; (iii) an analytical representation of VIXgold(t); and (iv) models that can be estimated
using Kalman filtering. The estimated models capture characteristics of the gold markets, such as the negative magnitudes of put risk option
premiums, compatible with financialized gold. Furthermore, the combined modeling of idiosyncratic and nonidiosyncratic variance, as well as price
jumps, is quantitatively relevant for option pricing, return volatilities, and VIXgold(t) evolution.

Default Risk and Firm Valuation In A Discounted Cash Flow Framework

Yixiao Jiang, Western New England University

Steven Baxley, Capital One

This study incorporates default risk in a general enterprise valuation framework, which includes the Gordon growth model as a special case. A

simple closed-form formula is derived for the value of enterprises with a stochastic default point. From a practical standpoint, we recommend
analysts perform sensitivity analysis with various default probability scenarios to assess the robustness of their valuation.

A.5. Firm Response to Climate Policy (Sunset 6)
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Do Firms Respond To Commitments On Climate Change? Impact of Cop21 On Investment Intensity

Sanjay Kumar Jain, Indian Institute of Management Ahmedabad
Pramendra Singh Tank, Indian Institute of Management Ahmedabad
Balagopal Gopalakrishnan, Indian Institute of Management Ahmedabad

In the Paris Climate Agreement (COP21), countries pledged to restrict global warming to 1.5-2.0 degrees Celsius by 2100 and reduce greenhouse
gas (GHG) emissions. We examine whether firms respond to the commitments made by countries in the period following the agreement. Using
cross-country data with 68,471 firm-year observations and a policy experiment approach, we find that manufacturing firms domiciled in countries
with ex-ante higher GHG emissions per capita reduce their capital expenditure intensity after COP21. We also find that the market valuations of
such firms are substantially depressed compared to those located in countries with low GHG emissions per capita. The findings suggest that climate
policy uncertainty and transition risks have likely contributed to the heterogeneous firm response across countries. The insights from our study
contribute to a relatively novel literature that assesses the impact of the global climate agreement on capital expenditure intensity and market
valuation.

"To Give Or To Keep": Climate Change Exposure and Corporate Tax Avoidance
Deepak More, University of Texas Rio Grande Valley

This paper investigates whether firms with high climate change exposure engage in higher tax avoidance. The results show that firms use tax
avoidance as an additional source of funds to mitigate the adverse effects of high climate change exposure. The positive effect of climate change
exposure on tax avoidance is more profound after the events that increased climate change awareness globally (The Stern Review & The Paris
Agreement), and mainly manifests in firms with stronger internal governance and in firms with weaker external governance. This study also
documents that tax avoidance increases the firm value conditional on climate change exposure. The results are robust and not driven by CEOs risk-
taking incentives or agency problems.

Carbon Risk and Debt Maturity
Michael Milewski, McMaster University
Anna Danielova, McMaster University

The Paris Agreement, endorsed by 196 signatories, signifies a global commitment to limit global warming to 1.5°C by limiting and reducing carbon
emissions. This event signals to the market that stricter environmental regulations or a reduction in demand for carbon-intensive assets can occur in
the future. We find that firms with greater carbon risk (CO2 emissions) have a longer average maturity length of their debt after signing the Paris
Agreement than lower-emitting firms. We attribute the longer debt maturity to firms managing their liquidity risk, providing greater flexibility to
refinance debt.

A.6. Financial Advising (Santa Monica 2)

Mystery Shopping: do Financial Advisors Play Their Role As Intermediaries In The Transformation Process Towards A Sustainable
Economy?

Julia Eckert, University of Kassel
Thomas Cauthorn, University of Kassel
Anne Kellers, University of Groningen
Christian Klein, University of Kassel
Bernhard Zwergel, University of Kassel

This paper examines the role of financial advisory services in the area of sustainable investments. Given the complexity of these investment
products, most individual investors rely on the advice of financial advisors, making the advisor's role as an information intermediary crucial.
However, previous research shows that financial advisors often do not provide investors with sufficient information about sustainable investments.
The European Commission has recognized this issue and introduced changes to MiFID II to ensure that advisors address investors' sustainability
preferences during the advisory process. This study focuses on assessing the quality of sustainable investment advisory services after the
introduction of MiFID II. The present study addresses several research questions, including compliance with regulatory requirements, the quality of
advisory services in the field of sustainable investments, whether investment adhere to the individual investors' sustainability preferences, and
examines various factors that determine advisors' sustainable product recommendations. To investigate these research questions, we employ a
mystery shopping approach. Around 100 mystery shoppers, trained over several days, visit the financial advisory services of different financial
institutions in Germany (n=455). Our trained mystery shoppers evaluate the quality of the advisory service on the basis of predefined criteria in a
pre-tested online survey. Our results will provide valuable insights into the effectiveness of MiFID II regulations and the quality of sustainable
investment advice. By analyzing these aspects, the study contributes to valuable insights into the evolving landscape of sustainable investments and
identifies both strengths and potential weaknesses of the financial advisory service in the field of sustainable investing.

Competition and Misconduct: Evidence From Financial Advisory Industry

Ishitha Kumar, Emory University
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Short Selling and Audit Reporting Lags

Robinson Reyes Pena, Florida International University
Suchismita Mishra, Florida International University
Krishnan Dandapani, Florida International University
Kannan Raghunandan, Florida International University

We examine the relation between audit report lags and short selling activity. Our results show that the timing of audit reports decreases
monotonically with the intensity of short selling around the end of the fiscal year. This association is significant after controlling for the
conventional client and auditor characteristics in a multivariate framework including year fixed effects. These findings are indicative of
management exerting pressure on audit firms to release their reports sooner, when firms are targeted by short sellers, as a means to curb price
declines. A faster audit turnaround time amid increased short selling is also consistent with the previously documented positive relationship between
short selling and audit fees.

A.7. Macroeconomic Announcements (Melrose 2)

Emotions Drive Actions: Sentiment and Cryptocurrency Market Reactions To Macroeconomic News Announcements
Nhan Huynh, Macquarie Business School, Macquarie University

Commodity Etfs and Price Discovery

Gabriel Power, Laval University

This study examines volatility dynamics and price discovery in commodity Exchange-Traded Funds, a fast-growing sector in financial markets. We
investigate the relationship between each ETF and its components by constructing indicative Net Asset Values (iNAV) for each ETF using high-
frequency data. We model the ETF price dynamics using Bayesian VAR and HAR models, with and without jumps (distinct from the diffusion
component of volatility). The results show a strong spillover effect from the indicative Net Asset Value (iNAV) to the ETF. Rather than simply
reflecting market movements, the iNAV affects ETF volatility, while the reverse is not true. We document differences in the relationships across
ETFs.

Learning About Fed Policy From Macro Announcements: A Tale of Two Fomc Days
Zohair Alam, University of Toronto

I show that pre-FOMC drift and FOMC announcement premium are realized only on the small subset of FOMC days preceded by key macro data
releases. On the other roughly two-thirds of all FOMC days, there is neither drift nor any announcement premium. These equity returns are thus not
unconditionally high around FOMC statements. Instead, they predominantly reflect reactions to new information, in particular to expectations
regarding the path of monetary policy that are updated on key macro announcements. More broadly, financial market movements around FOMC
statements strongly differ when key macro announcements immediately precede FOMC announcements. On this subset of FOMC days,
conventional monetary policy shocks are predictable using past data, the Fed information effect can be observed, the secular decline in interest rates
phenomenon around FOMC statements can be seen and the security market line is upward sloping. On all other FOMC days not preceded by macro
news, the Fed information effect is absent, monetary policy shocks are not as predictable, there is no decline in interest rates around FOMC
statements and the security market line is flat.

A.8. Institutional Investors (Wilshire A)

Do General Partner Incentives Impact The Duration of Private Equity Funds?
Mohammadali Fallah, California State University, Fresno

Karan Bhanot, University of Texas San Antonio

Jingjing Guo, University of Texas San Antonio

Using private equity fund data for 2,855 funds initiated in the period 2000-2012, we ask how general partner (GP) incentives impact the duration of
a fund. Consistent with the premise that GPs maximize the lifetime revenue of their firm, i.e., both fees from the current fund and expected future
funds, we find that a fund's duration is shorter when GPs raise a follow-on fund, even when distributed capital is below 100%. Funds with very long
durations are more likely when incentives are misaligned- smaller funds with low distributed capital and low expectations of raising future funds.

Do Venture Capitalists Value Climate Risk?: Evidence From State Climate Adaptation Plans

Hyeonjoon Park, University of Oklahoma

This study examines the association between climate risk and green innovation within startup companies, with a specific focus on the role of
venture capital (VC) investors in their consideration of climate risk when making investment decisions. By using the State Climate Adaptation Plans
(SCAPs) as sources of exogenous variation to the perceived level of climate risk, I find that startups respond by intensifying their commitment to

green innovation, while VC investors correspondingly increase their funding allocation to such environmentally focused startups. However, there is
a significant heterogeneity observed among VC investors in terms of their valuation of climate risk within their investment decisions. Notably,
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experienced VCs do not exhibit a shift in demand towards green startups, a phenomenon that contributes to their long-term success in terms of
achieving more favorable exits. Furthermore, the study finds that the SCAPs adversely affect brown startups in terms of attracting VC funding,
while startups operating within the energy sector exhibit an increase in green innovation but fail to secure additional VC financing. These findings
hold notable implications for green startups and for VC investors seeking to support green innovation in the face of evolving environmental
policies.

Alpha Return Dynamics: Evidence From Hedge Fund Indices
Gregory Koutmos, Fairfield University, Dolan School of Business

The ability of hedge fund managers to earn "alpha returns" has been extensively investigated in the academic literature. Less attention has been paid
to the robustness, or stability of alpha returns across the conditional distribution of hedge fund returns. This paper investigates the behavior of alpha
returns as well as the exposure to risk factors across the conditional distribution returns using a quantile regression approach. The empirical findings
reveal that alphas as well as risk exposure parameters are not stable across the distribution of returns. Interestingly, alpha returns appear to be
significant only around the center of the distribution of returns.

A.9. Investing (Wilshire B)

Do Short-Term Measures of Risk and Return Predict Long-Run Wealth?
Paul Haensly, Retired

This paper examines two questions about the long-run performance of an equity portfolio. What is the relation between short-term measures of
portfolio risk and reward and measures of long-run performance, and does this relationship depend on the degree of diversification? I perform a
simulation analysis of equity portfolios over an accumulation period of 30 years. The results show that short-term total portfolio risk, short-term
diversifiable risk, and the Sharpe ratio generally are poor predictors of the median level of ending real wealth. In addition, short-term total portfolio
risk and short-term diversifiable risk generally are poor predictors of downside risk, i.e., the risk that ending wealth will fall short of what is needed
for retirement. The general exceptions are portfolios that are not well diversified in the sense that the portfolio holds a relatively small number of
stocks. These results are robust across portfolio weighting (equal weighted or value weighted), level of trading costs, rebalancing frequency, and
form of the underlying asset pricing model in the simulation.

Tradfi Or Defi: Which Is Better For An Investor’s Portfolio?

Vivek Pandey, The University of Texas at Tyler

Decentralized Finance (DeFi) protocols seek to replace traditional financial (TradFi) institutions by empowering individual market participants to
interact directly with each other, saving them fees and hassle of interacting with centralized institutions. Does DeFi offer better diversification
opportunities to equity investors when compared to TradFi? Some experts have also noted that DeFi protocols and TradFi institutions can thrive
together with co-operation. Does the addition of both DeFi and TradFi assets enhance an investor’s portfolio? This study attempts to seek answers to
the abovementioned questions.

Are Women More Risk Averse? A Sequel

Efstathia D. Korkou, York College, The City University of New York

Christos I. Giannikos, Baruch College/The Graduate Center, The City University of New York

The current paper revisits the 1998 work “Are women more risk averse?” by Jianakoplos and Bernasek, and suggests certain refinements in their
model with regards to the database used, namely the U.S. Federal Reserve Board’s Survey of Consumer Finances(SCF). The suggested refinements
pertain first to an enhanced computation of wealth, that includes additional categories of assets such as 401(k)s or other thrift saving accounts, and
second to a more subtle handling and consideration of specific demographicdata of the SCF respondents. Following the refinements, new tests are
performed on the latest SCF of 2022, comparing single (never married) women and single (never married) men. The 2022 SCF results reveal a
continuing pattern of decreasing relative risk aversion but no significant gender differences.

15:30-17:00

B.1. The Cost and Benefits of CSR (Sunset 1)

Cost of Green

Wonseok Choi, Texas Woman's University

Dongnyoung Kim, California State University San Marcos

Hirofumi Nishi, The University of Texas at Dallas

This article examines the relationship between the financial performance of an industrial electricity consumer and the prevalence of renewable
energy within the state, where the firm operates. Our empirical analysis indicates that the proportion of electricity generated from renewable energy
sources within a state has a significant negative impact on a firm's productivity, profitability, and value. Conversely, it is positively correlated with

industry volatility. Our analysis suggests that the observed findings are influenced by the position of local governments regarding renewable energy.
The government stance toward renewable energy is measured by the quantity of renewable energy policies and financial incentives in place. The
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implications of our findings have significant policy relevance, highlighting the necessity to explore alternative approaches to promote sustainable
profitability for industrial electricity consumers.

The Role of Corporate Social Responsibility: Evidence From Market Reaction To Data Breach Announcements

Wei-Ju Liao, McMaster University

Trevor Chamberlain, McMaster University

Rahman Khokhar, Saint Mary's University

Using a sample of US data breaches and two major sources of corporate social responsibility (CSR) ratings, we examine the relationship between
firm performance and CSR activities and the channel through which CSR activities affect investors’ views of breached companies when the news
breaks. A data breach involves an intentional or unintentional leakage of proprietary information about a company and its stakeholders, which may
precipitate reductions in firm value. We find that firms with higher pre-breach environmental, social and corporate governance (ESG) scores
experience a significantly less negative stock market reaction to data breach announcements than their counterparts with lower pre-breach ESG
scores. Our evidence suggests that social performance insures companies against information security incidents. However, the way to which the
market assesses CSR ratings provided by different agencies is divergent, which should be of concerns to stakeholders.

Corporate Environmental Policy and Capital Allocation Efficiency: Evidence From Toxic Release Inventory Data

Md Ismail Haidar, University of Texas Rio Grande Valley

Namhoang Nguyen, University of Texas Rio Grande Valley

We study the impact of corporate environmental policy on investment efficiency. Using the firm’s mandatory emissions reports filed with the
Environmental Protection Agency (EPA) to capture the firm’s annual toxic release from 1991 to 2021, we show that firms with greater level of
industrial pollution decrease capital allocation efficiency. Further analysis reveals that the effect is more pronounced for firms with high litigation
risk, for firms in communities that do not prefer stricter environmental policies, firms with financial constraints, and for firms with weak corporate

governance practices. Our results are robust to endogeneity concerns and other robustness checks. Overall, our results highlight the real effect of
environmental pollution, which is a costly negative externality caused by firms on society, public health, and investment efficiency.

B.2. Financial Planning (Sunset 3)

Generational Differences In Retirement Planning Perspectives

Young Baek, Nova Southeastern University

David Cho, Nova Southeastern University

Doseong Kim, Sogang University

1. This study analyzed the Survey of Consumer Finances waves from 1989 to 2019 to examine the generational differences in retirement planning,
while controlling for ages and time periods. 2. Millennials have less motivation for retirement saving, and less preference for long term planning,
but their self-assessment of retirement income adequacy is not lower. 3. Millennials’ confidence in retirement adequacy without strong motivation
for retirement saving or future time preference is ungrounded, and a different set of financial policies, education and counseling is recommended to
the policy makers and practitioners.

Does Technology Make You Happier? Online Budget Planner and Financial Well-Being

Nguyen Nguyen, Minnesota State University Mankato

Thanh-Dat Le, University of Northern Colorado

Quynh Nguyen, Flinders University

This study investigates whether adopting online budget planning platforms (e.g., Goodbudget, Mint) benefits households’ subjective financial well-
being, as demonstrated by financial confidence and satisfaction. Using National Financial Capacity Survey (NFCS) data in 2018 and 2021 that
includes more than 50,000 households, we find that financial budgeting tools significantly bolster households’ subjective financial well-being by
encouraging healthy financial behaviors. The empirical evidence also illustrates that online budget planners’ positive impacts are more pronounced

among disadvantaged households such as low-income, financially illiterate, and Black families. This paper suggests a new tool to promote financial
wellness and equity in the community.

B.3. Climate Risk in Banking (Sunset 4)

Adaptation To Climate Change Through Mortgage Default and Prepayment

Timothy Riddiough, University of Wisconsin - Madison

Does An Exclusive Relationship With Government Banks Matter During Climate Shocks?

Harish Kamal, Indian Institute of Management Calcutta
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Samit Paul, Indian Institute of Management Calcutta

Avijit Bansal, Indian Institute of Management Calcutta

Climate shocks adversely affect firms' operations and performance. Is maintaining an exclusive relationship with government banks (GOBs), a
potential solution for firms (GOB firms) to emerge out of distress caused by climate shocks when government aids are unavailable? Using abnormal
rainfall conditions as a proxy of climate shock and firms' banking relationship, our study finds that GOB firms, compared to other firms, secure
7.2\% higher funds and invest 2.2\% more, which enables them to earn 6.7\% higher profit during abnormal rainfall periods vis-\'a-vis normal
rainfall periods. While exploring the channels, we find support for the "flight-to-safety" hypothesis, i.e., GOB firms, due to implicit government
guarantees associated with GOB relationship, secure loans from banks other than GOBs. Our evidence is inconsistent with the view which suggests
there is an implicit commitment of welfare-maximizing GOBs to help the firms, especially GOB firms, during times when firms are adversely
affected by climate shocks.

B.4. Cryptocurrency (Sunset 5)

Cbdc and The Shadow of Bank Disintermediation: Us Stock Market Insights On Threats and Remedies
Lars Beckmann, University of Muenster

Paul F. Hark, University of Muenster

Jorn Debener, University of Muenster

Andreas Pfingsten, University of Muenster

Highly deposit-dependent banks might be strongly negatively affected by the introduction of a central bank digital currency (CBDC). Particularly a
retail CBDC, focusing on the use by consumers, may constrain cheap funding and thus erode profits of banks (deposit channel). Our empirical study
reveals that stock market reactions of US banks to speeches by US Federal Reserve (FED) executives indicating a CBDC introduction are indeed
more negative the more these banks depend on deposits. However, as soon as protection against disintermediation is promised by the FED, e.g., via
a non-interest bearing CBDC or a CBDC holding limit per person, we observe positive stock market reactions for highly deposit-dependent banks.

Bitcoin Volatility Forecasts: Machine Learning Approach
Koutaroh Minami, Hitotsubashi University

Bitcoin's most prominent feature is its high volatility, and forecasting volatility is one of the key challenges in terms of risk management. This paper
examines the feasibility of forecasting the bitcoin volatility. We use the GARCH model as a benchmark and compare the machine learning methods,
the neural network and the LSTM which is one of the recurrent neural networks. We find that neural network works better in long-term forecasts
than GARCH and LSTM works better for all forecasts than GARCH and neural network. We also find that our LSTM model is a suitable
forecasting tool when the market is unstable. It can forecast in advance when the market goes to exuberance and when it ends.

Revisiting The Predictability of Asian Uncertainty On Bitcoin Returns Using Xai

Jinghua Wang, New Jersey Institute of Technology

Geoffrey M. Ngene, Stetson School of Business and Economics M

Yan Shi, Computer Science and Software Engineering Department, University of Wisconsin - Platterville

The aim of this study is to offer fresh insights into the predictability of economic policy uncertainty on Bitcoin returns during the period from 2011
to 2023. Specifically, we explore the potential predictability of the economic policy related uncertainty from the Asian region, while also including
global and US-based uncertainties as control groups within a seven-uncertainty system. The study applies the novelty methodology in finance which
is an explainable LightGBM algorithm with SHAP. Our findings highlight the previously overlooked influence of India’s emerging role on Bitcoin
returns, reinforcing the significance of Singapore economic policy uncertainty in predicting these returns. The robustness of our results
demonstrates that Asian uncertainty has a greater impact on prediction compared to global and US-based uncertainties. These empirical findings can
serve for stakeholders in investment allocation and for policy makers in regulating cryptocurrency market.

B.5. Derivatives (Sunset 6)

The Impact of Using Derivatives On Stock Market Liquidity
Neeru Chaudhry, Department of Management Studies, IIT Delhi
Aastha Gupta, Department of Management Studies, IIT Delhi

Stock liquidity refers to the trade in large number of securities with minimal impact on market prices. When firms use derivatives for hedging, their
risk goes down. In addition, the quality of information environment improves, and corporate governance gets enhanced. Investors in capital markets
develop positive outlook for such stocks. All these mechanisms cause the price impact of trade to reduce and trading volume to increase, together
creating stock market liquidity. In this study, we find that using derivatives causes significant improvement in stock liquidity. This relationship is
robust to endogeneity and reverse causality concerns. We demonstrate that decrease in stock illiquidity with derivative usage is more pronounced
for firms with high information asymmetry and firms with more agency problems. Furthermore, derivative usage improves stock liquidity when
firm risk is high and investor sentiments are negative. These results lay emphasis on the liquidity creation role of derivative usage which

https://www.openconf.org/swfa2024/modules/request.php?module=oc_program&action=program_book.php 8/62



3/7/24, 10:30 AM SWFA2024 Program Book

complements other functions of derivative markets such as price discovery and risk management. Our findings become even more important as
financial markets in emerging economies are perceived to be nascent and less liquid than the developed markets. In a developing financial and

institutional setup, we document the advantage of using derivatives in generating stock liquidity while reducing the impact of frictions such as

information asymmetry, agency problems, firm risk, and investor perception.

Too Much Love Will Kill You: Compensation Impact In Option Hedge Trading
Taeyoung Park, University of Texas at Dallas

A growing body of literature examines the impact of dynamic hedges by option traders on the return momentum of underlying assets when they
have an open gamma imbalance. Simultaneously, the media highlights that there has been a notable increase in the compensation of hedge traders.
Combining the two aspects, this study utilizes a theoretical framework to examine the impact of compensation on option hedge behavior. While in
the first equilibrium of optimal hedge timing, the objective of the principal (financial intermediaries), maximizing book value, aligns with the agent
(trader), in the second equilibrium, the agent seeks to maximize their own compensation. This study finds evidence that in the presence of short
gamma imbalances, agents deviate from the first equilibrium and engage in aggressive hedging behavior, influencing market momentum and that
with long gamma imbalances in options, they tend to defer hedging activities, enabling the market to maintain its momentum. As a result, this study
shows that the compensation package given to alleviate any moral hazard from agents leads them to deviate from the principal’s interest and to
drive subsequent market impact.

Does The Behavior of Short-Lived Options Suggest Information Asymmetry?
Yufei Wu, Auburn University

Jitka Hilliard, Auburn University

Jimmy Hilliard, Auburn University

The scholarly literature finds that informed traders prefer to transact in the options market, presumably because of the increased leverage found in
that market. We define a new measure of asset interest based on the monetary size of changes in option open interest with the probability of expiring
out-of-the-money (OTM) options having monotonically higher weights. We sort portfolios into deciles based on the asset's call option interest
measure divided by the aggregated call and put options interest measure. The information measure has predictive value. We find that stocks in the
high decile portfolios have better performance than those in the low decile portfolios even after accounting for transaction frictions and short sale
costs.

Detangling Risk Premiums: Common and Idiosyncratic Components of Crude Qil, Corn, and Ethanol Futures
Rui Liu, Duquesne University

Bingxin Li, West Virginia University

Xiaoli Etienne, University of Idaho

Applying a no-arbitrage term structure model, we investigate the dynamic relationship of risk premiums in the crude oil, corn, and ethanol futures
markets, motivated by their increasing price comovements. Specifically, the model estimates a common factor that summarizes the information
driving the three futures prices simultaneously and one idiosyncratic factor that captures distinct information in each market. The common risk
premiums are significantly correlated with macroeconomic variables, while idiosyncratic risk premiums are more related to market-specific factors.
The crude oil and corn risk premiums were on average negative during financialization, but have increased and become positive post-
financialization. The ethanol risk premiums were on average positive, being less impacted by financialization. However, we find that
financialization may have a limited impact on the comovement between the risk premiums in the three markets. In contrast, uncertainties in biofuel
policies may have affected the linkage between corn and ethanol risk premiums.

SWFA Board Meeting (Outgoing Members) (Santa Monica 2)
B.7. Corporate Debt Structure (Melrose 2)

The Effect of The Tcja On Lease Financing and Debt Financing
Onur Bayar, University of Texas at San Antonio

Ivalina Kalcheva, University of Texas at San Antonio

Heritage Oyelade, University of Texas at San Antonio

This paper examines the effect of the 2017 Tax Cuts and Jobs Act (TCJA) on firms’ choice of lease financing in their financing mix and the
substitutability between operating leases and debt financing. The results of our difference-in-differences analysis demonstrate an increase in
operating leases for firms impacted by the limit on interest deductibility provision of TCJA. Specifically, the affected firms exhibit a greater
tendency to shift from debt financing to lease financing, indicating the influence of TCJA on this financing strategy. Furthermore, our analysis
reveals a decrease in operating leases as a percentage of total assets for firms impacted by the bonus depreciation provision of TCJA. This effect
indicates that the affected firms are more inclined to replace operating leases with asset purchases. Overall, these findings support the view that the
TCJA had heterogeneous effects on firms’ choice between debt financing and lease financing depending on firms’ financing policies and real asset
characteristics prevailing prior to the TCJA.
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Government Subsidies and The Choice Between Bank and Public Debt
Kyuyoung Oh, University of Kentucky
How do government subsidies affect firms’ capital structure? I find that subsidized firms shift their debt financing structure toward more public debt
and away from bank debt. These key findings are robust to alternative regression model specification and hold under propensity score-matched and
entropy-balanced samples as well as an IV approach exploiting changes in powerful congressional committee chairmanships. Cross-sectional tests
reveal that the documented effect of government subsidies on the shift toward public debt is amplified among firms with better governance, severe
information asymmetry, and more positive political sentiment, consistent with the notion that enhanced external scrutiny and increased perceived
credibility stemming from endorsement effects diminish the need for the traditional monitoring and informational roles of bank debt.
Purchase Obligations and Debt Concentration
Steven Xuanrui Zhu, University of Houston
Hui Zhu, Ontario Tech University
This study investigates how a firm’s purchase obligations affect its subsequent choice of debt structure. As a means of planning for a firm’s future
expected sales, purchase obligations can act as a signal for the firm’s future cash outlays not reported on its balance sheet. Thus, we conjecture and
find that firms with greater purchase obligations are more likely to concentrate their debt among fewer types of debt to avoid future uncertainty.
Further analysis shows that the positive relationship between debt concentration and purchase obligations is exasperated for firms that have non-
investment grade bonds, engage in more R&D activities, have lower leverage, are larger, and set outside of crisis periods. Additional evidence from

an instrument variables approach and a propensity score matched sample analysis imply that our findings are robust to accounting for endogeneity.
Overall, our findings suggest that the use of purchase obligations cause firms to utilize a more concentrated debt structure.

B.8. CEO Behavioral Biases (Wilshire A)

Ceo Neuroticism and Corporate Cash Holdings: Evidence From Ceos’ Tweets

Robin Chou, National Chengchi University

Dien Giau Bui, Yuan-Ze University

Chih-Yung Lin, National Yang Ming Chiao Tung University

Chien-Lin Lu, National Ilan University

We examine the effects of CEO neuroticism on corporate policies for cash holdings. After hand collecting tweets by CEOs to measure their
neuroticism, we find that firms with relatively neurotic CEOs hold more cash than other firms. This positive effect is more pronounced when the
firm has a higher precautionary motive to hold cash. The cash held by firms with neurotic CEOs leads to higher firm values and lower credit risks.
Overall, neurotic CEOs maintain more conservative corporate policies on holding cash, resulting in a lower cost of financial distress and an
improvement in the value of firms

Lobbying and Ceo Overconfidence

Marcos Velazquez, The University of Texas Permian Basin

The Disposition Effect In Ceos’ Decisions To File Chapter 11 Abstract

Zhexu Ai, Wagner College

Edward Lawrence, Florida International University

It is well known that investors exhibit disposition effects when trading assets. Both individual investors and corporate insiders are documented to
have the tendency of holding on to losers and selling winners. Using 345 bankruptcy cases, we show that, besides obvious CEO agency issues,
CEOs’ disposition effect significantly delays the decision-making process on bankruptcy filings as well, that is, CEOs are reluctant to realize the

value loss of the firm by filing for bankruptcy. We also provide evidence consistent with the “distress puzzle”, in which companies with high default
risks show low equity premiums.

B.9. Portfolio Management (Wilshire B)

A Competitive Data Strategy For Asset Management In The Era of Alternative Data

Andreas Kakolyris, Kean University

Tin Shan Suen, Kean University

Hany Guirguis, Manhattan College

Unlike passive index funds, active equity managers can improve investment performance by identifying new data sources that predict stock returns,

and these ‘alternative data’ sources comprise an emerging ecosystem in finance. Though the utility of alternative data has been demonstrated, it can
be challenging to integrate these new value-added data sources into an existing investment decision process, and the value of these novel sources
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declines quickly as competing managers adopt the same data. This paper presents an innovative ‘data strategy’ that simplifies the data adoption
process and sustains the competitive advantage of the data. The proposed data strategy crowdsources stock-picking ideas via Vestly, a phone app
and stock-trading game that drives the data generation process (DGP) and collects ideas from players. We show here that the Vestly DGP can deliver
profitable investment signals. A simple long/short strategy generated statistically and economically significant positive stock-specific returns over a
four-year period, with an information ratio of 0.72. Our paper thus demonstrates that managers can in-source their own alternative DGP as part of a
strategy to remain competitive in the new era of alternative data.

Value Versus Growth: The Conditional Sorting Investment Strategy
Haiwei chen, University of Alaska Fairbanks
Thanh Ngo, East Carolina University

Currently, mutual funds are created to mimic the value and size premium by independently sorting stocks based on the book-to-market ratio and the
market capitalization. In this study, we propose a conditional two-way sorting procedure. Using data between 1991 and 2022, we show that the
conditional sorting procedure generates a higher average than the traditional two-way sorting procedure. Specifically, conditionally sorting on size
proxy before sorting on value proxy, generates extra 0.65% return on an annual basis for the equally-weighted portfolios, and 0.61% for the value-
weighted portfolios. Similarly, sorting on the value proxy first before sorting on the size proxy generates extra return of 0.66% for the equally
weighted and 0.86% for the value-weighted portfolios.

Multi-Period Portfolio Optimization: A Parallel Nsga-lii Algorithm With Real-World Constraints
Yihe Qian, University of Macau
Jinpeng Wang, Guangzhou City University of Technology

This study presents an enhanced algorithm that seamlessly integrates the parallel processing capabilities of PGAs with the multi-objective
optimization strengths of NSGA-III, tailored for multi-period optimization. It broadens the optimization objectives to T+1, explicitly focusing on
minimizing risk across multiple t periods while simultaneously maximizing terminal returns, all within the framework of an additional practical
constraint designed to cap maximum portfolio loss. Our algorithm consistently outperforms the standard NSGA-III, delivering substantial
improvements in both risk reduction and return optimization across varied time frames and portfolio reallocation frequencies, with quarterly
adjustments showing particular effectiveness. We also investigate the optimal algorithmic parameters, identifying a population size of 70 and a 10%
migration rate as the most effective settings. Overall, our findings offer a more realistic representation of real-world investment scenarios, offering
invaluable insights for both academic research and industry applications.

18:00 - 19:30

Welcome Reception (Celebrity 1&2)
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Thursday Program

7:00am- [Women Scholar's Networking Breakfast (Melrose 3) |

8:00am
7:30am- |Registration Table Open |
5:00pm
8:00am- |C.1. C.2. C3. C4. C5. C.6.Cost [C.7.CSR |C.8. C.9. c.10. C.11.
9:30am |Information |Anomalies |Politics and [Hedge SPACs of Debt and Firm  |Consumer |Earnings |Institutional|{Presentation
Diffussion [(Sunset 3) |Regulations|Funds (Sunset 6) |(Santa Performance|Credit Quality Investors  |Workshop
(Sunset 1) (Sunset 4) |(Sunset 5) Monica 2) |(Melrose 2) [(Wilshire |(Wilshire |[(Sunset2) [(Melrose 3)
A) B)
9:30am- |Coffee Break (Melrose 4)
10:00am
10:00am-(D.1. D.2. Credit |D.3. D.4. Short |D.5. D.6. D.7. D.8. CEO |D.9. Retail |D.10. CSR [D.11.
11:30am |Disclosure |Ratings Mutual Selling FinTech  |Determinants|Corporate [Skill and |Trading |and Firm |Bridging
(Sunset 1)  |(Sunset 3) |Funds (Sunset 5) [(Sunset 6) |of Yield Debt Power (Wilshire |[Valuation |Finance
Information (Santa Financing |(Wilshire (B) (Sunset 2) |and Data
Processing Monica2) |(Melrose [A) Analysis
(Sunset 4) 2) (Melrose
3)
11:45am-|Business Meeting Lunch (Celebrity 4)
1:15pm
1:30pm- (E.I. E.2. Supply |[E.3. E.4. Market |E.5. Policy [E.6. |E.7. E.8. E.9. E.10. E.11.
3:00pm |Professional|Chain Determinants|Microstructure|Uncertainty|Fixed |International|Managerial |International [Exchange|Doctoral
Service Relationships|of CSR 1 (Sunset 5)  |(Sunset 6) |Income|Return and Firm |Return Rates Student
(Sunset 1) [(Sunset 3)  |(Sunset 4) (Santa |Volatility  |Decision |Correlations |[(Sunset |Workshop
Monica|(Melrose 2) (Making (Wilshire B) (2) 1
2) (Wilshire (Melrose
A) 3)
3:00pm- |Coffee Break (Melrose 4)
3:30pm
3:15pm- |F.1. Bond and |F.2. F.3. F4. F.5. F.6. Executive [F.7. REIT |F.8. F.9. F.10. F.11. Meet
4:45pm |OTC Market |Cross- Factors [Payout |Pension |Compensationjand MBS |FinTech |Discrimination|Expectations|the
Microstructure|section of |(Sunset 4)|Policy Funds (Santa Returns  |(Wilshire [(Wilshire B) |and Inflation|Editors
(Sunset 1) Stock (Sunset 5)|(Sunset 6)|Monica 2) (Melrose |A) (Sunset 2)  [Panel
Returns 2) (Melrose
(Sunset 3) 3)
5:00pm- |Keynote Speech & Best Paper Awards (Celebrity 4)
6:00pm
6:00pm- |Reception (Celebrity 1&2)
7:30pm

07:30 - 17:00
Registration Table Open ()
08:00 - 09:30

C.1. Information Diffussion (Sunset 1)

Extreme Opinion of Financial Analysts
Kotaro Miwa, Kyushu University

This study analyzes the informational value of changes in analysts’ extreme opinions regarding stock valuations (i.e., the most aggressive and the
most conservative target prices). The analysis reveals that such changes contain incremental information beyond the information yielded by existing
measures regarding analyst reports. Furthermore, stock prices underreact significantly to positive changes in the most conservative target prices,
although such changes could have been considered herding (i.e., non-innovative) revisions by previous studies. After controlling for this
underreaction, we do not observe any significant underreaction to revisions in target prices and earnings forecasts. Thus, this price underreaction to
target prices and earnings forecast revisions, which have been reported by previous studies, can be attributed to a delayed price reaction to changes
in the most conservative target prices. Finally, the results indicate that the most conservative target prices are usually made by experienced and
active analysts (i.e., analysts with lengthy careers and analysts who make frequent updates to their target prices). All of these results support the
perspective that a change in an analyst’s extreme opinion regarding a stock valuation provides essential information and that investors significantly
underreact to such extreme opinions—especially positive changes in the most conservative target prices.

Twitter, Investor Demographics, and The Diffusion of Information In Financial Markets
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Mahnaz Paydarzarnaghi, University of Texas at Arlington

David Rakowski, University of Texas at Arlington

This research explores the link between information diffusion and social media user characteristics through an analysis of Twitter posts and stock
returns. We examine over 9.7 million company-specific Twitter posts and 398,129 Twitter users from 2017 to 2019. We test how stock price
reactions to information differ between human and bot (automated accounts) users and how stock price reactions to information are associated with
the race, ethnicity, age, and gender of social media users who post that information. We find that posts generated by real people are more strongly
associated with information, while posts generated by bots are more associated with a temporary liquidity shock that dissipates within days. We also
show that Twitter posts, including images and URLs, impact stock prices more than posts with text. We find that posts generated by white or
Hispanic social media users substantially impact stock prices more than other races and ethnicities. In addition, we find that posts by men have a
stronger impact on stock returns than posts by women. Finally, we find that the age of a social media user is positively associated with the impact of
that user’s posts.

Can Institutional Investors Influence Media Sentiment?
Heng Emily Wang, Elon University
Xiaoyang Zhu, Wichita State University

The dissemination of misleading and false information through social media can jeopardize a company’s reputation, thus posing a threat to its stock
and performance. Institutional investors are known to influence corporate governance. Therefore, this paper investigates whether institutional
investors engage in media sentiment management to hedge against unfavorable media sentiment, stabilize company stocks, and enhance
performance. We first investigate the effect of media sentiment on market reactions and find a positive association between media sentiment and
stock prices and returns. Moreover, this effect is stronger for stocks with higher institutional ownership. Then, we find supportive evidence that
institutional investors play an active role in media management. Specifically, institutional investors tend to raise the sentiment on bad news while
suppress the sentiment on good news. We also document some implications of this institutional investors activism. First, institutional investors’
efforts to respond to media sentiment reduce the volatility of stocks in the face of news shocks. Second, we show that this institutional investors
activism improves the market valuation and performance of the firm, and that the marginal effect is stronger for bad news.

C.2. Anomalies (Sunset 3)

Crowded Spaces and Anomalies

Fabio Moneta, University of Ottawa, Telfer School of Management
Ludwig Chincarini, University of San Francisco

Renato Lazo-Paz, University of Ottawa

This paper investigates the relation between crowded trades, those in which many investors hold the same stocks possibly exhausting their liquidity
provision, and future stock returns on a set of well-known stock market anomalies. We find that anomaly risk-adjusted returns appear to be
concentrated among the most (least) crowded stocks for the long-leg (short-leg) portfolio. Moreover, we find that our results remain significant after
publication dates. We hypothesize that crowded equity positions in anomaly stocks increase institutional investor's exposure to crash risk. Our

findings are consistent with th