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Law, Stock Markets, and Innovation

JAMES R. BROWN, GUSTAV MARTINSSON, BRUCE C. PETERSEN  

Research Motivation
   Countries with legal systems providing strong protections for outside investors have larger, more accessible, and more developed stock markets. 

   A number of studies find evidence of a positive connection between stock market development and broad measures of economic growth.

   What relationship: law、 finance、firm-level activities that promote economic growth
Research Topic

   we expect better access to stock market financing at the country level to have a positive effect on firm-level rates of R&D investment.

   We expect the availability of stock market financing to have the strongest effect on R&D investment in smaller and younger firms

   Credit mar-ket access should be much less important than stock market access for R&D

Investment

   Stock markets should matter less for fixed capital investment than R&D
Conclusion
    We find that better access to stock market financing has a substantial positive effect on long-run levels of firm investment in R&D but no effect on firm investment in fixed capital. The availability of external equity is particularly important for R&D investment in smaller and younger firms. In contrast, credit market access is unimportant for firm rates of R&D investment.Further, the legal rules and institutions driving cross-country differences in stock market access matter a great deal for innovative activity.
Empirical analysis
Sample：5,300 firms across 32 countries over the period 1990 to 2007  ( Compustat Global and Compustat North America)

Methodology：OLS 、2SLS regressions
Access to External Finance：Country equity issues、IPOs/GDP、Accounting standards 
Firm-Level Characteristics：age、size

Credit market:Country-weighted leverage、credit-to-GDP

Legal Rules：Legal origin、Enforcement、Anti-self dealing index (ASD)
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Contribution
    Legal Systems、finance and Real Activity
What can we learn from?

2） Financial Markets and Investment Externalities

  This address explores the link between financial market shocks, investment choices, and various externalities that can arise from these choices. My analysis, which emphasizes differences between shocks to debt and equity markets, provides insights about some stylized facts from the macro finance literature. These insights are illustrated with a discussion of the technology boom and bust in the late 1990s and early 2000s, and the housing boom and bust in the mid-2000s.
The Real Effects of Financial Shocks: Evidence from Exogenous Changes in Analyst Coverage

Research Motivation
  The global financial crisis of the late 2000s caused the worst economic contraction,there has been a surge of interest in the real effects of financial shocks.

   we study the effects on corporate policies of one particular financial shock: a decrease

in analyst coverage.
 Research Topic

  We hypothesize that this decrease in analyst coverage increases information asymmetry and thus increases the cost of capital,so the optimal amount of investment decreases. Similarly, since the cost of external financing increases both in absolute terms and relative to the cost of internal financing, the optimal amount of external financing decreases as well.

  We examine whether our results are stronger when the decrease in analyst coverage is more costly. The loss of an analyst should be more costly forsmaller firms and for firms with less analyst coverage.
  We examine how the real effects of analyst coverage depend on financial constraints.
 Conclusion
   we find that firms that lose an analyst significantly decrease their investment and financing. Moreover, our results are stronger when the decrease in analyst coverage is more costly:for smaller firms, for firms with less analyst coverage, and for firms with a bigger increase in information asymmetry. Similarly, our results are stronger for firms that are financially constrained。

   For investment,capital expenditures decrease by 0.67% of total assets, research and development expenditures by 0.21%, and acquisitions expenditures by 0.97% after the loss of an analyst. Total investment decreases by 1.92%. For financing, the change in short-term debt is insignificant, long-term debt decreases by 1.07% of total assets, and equity issuance decreases by 0.90%. Total financing decreases by 2.02%.
 Empirical analysis
   Sample:firms that lose analyst coverage because of broker closures and broker mergers，broker closures using press releases，broker mergers using the Yearbooks published，1,724 treatment firms and the same number of control firms，52 broker disappearances, of which 19 are the result of broker closures and 33 are the result of broker mergers

  Data: Analyst data I/B/E/S，stock trading data CRSP,accounting data COMPUSTAT,debt and equity underwriting data SDC
  Variable:investment (capital,research and development, and acquisitions expenditures), financing (issuance of short-term and long-term debt as well as equity), payouts (dividends and share repurchases), and the change in cash holdings

     financial constraints: total payout ratio,total assets, bond rating status, and commercial paper rating status.
     information asymmetry: the bid-ask spread, the ratio of zero and missing returns days to total days, the magnitude of earnings announcement surprises, and the volatility of the market reaction to earnings announcements. 
Methodology:mean difference-in-differences
 Contribution
extend our understanding of the real effects of financial shocks.
What can we learn from?
抵押贷款业务研究 （2篇）

Evidence on the Benefits of Alternative Mortgage Products

JOAO F. COCCO

Research Motivation
   THE PURCHASE OF A house is the single most important investment decision that

many households make during their lifetime.The value of the house generally exceeds the net worth of the household。 the form of the mortgage contract can have large effects on house-holds’ ability to manage their lifetime resources.

   There was a substantial increase in the types of mortgages available to U.S. house-holdsin the decade leading up to the global financial crisis of 2007 to 2009。

alternative mortgage products (AMPs)：different from the traditional principal-repayment mortgage  （adjustable-rate mortgages (ARMs) ）

 Research Topic

In contrast to the view that AMPs are toxic mortgages, our paper provides evidence on their benefits
 Conclusion
   it is particularly prevalent among young individuals and those who have limited financial

Wealth.

   their deferred amortization nature leads to higher interest payments over the life of the loan, allowing borrowers to take advantage of mortgage interest tax deductibility.

 AMPs allow borrowers to buy a bigger house to start off with, to move less frequently, and to incur fewer trans-action costs
Empirical analysis
Data： a panel of U.K. Households；(British Household Panel Survey (BHPS))；
the first part (1991to 2000) and the second part (2000 to 2008) of our sample period

3,608 mortgages,2,028 are principal-repayment and 1,580 are alternative mortgages

Variables:real labor income Yit ; real value of the house Hit ;real loan amount Lit;mortgage payments Mit;
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Age,married individual,a male head of household,the number of dependents,education groups: individuals with no qualifications, with some high-school qualifications, and individuals with higher qualifications;employed, self-employed, and unemployed workers
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Methodology:probit regressions

one for AMPs; real labor income, loan value, and house value ;household characteristics

 Contribution
   New perspective 

2)The Determinants of Attitudes toward Strategic Default on Mortgages

         LUIGI GUISO, PAOLA SAPIENZA, and LUIGI ZINGALES

Research Motivation
   I N 2009, FOR THE first time since the Great Depression, millions of American households found themselves with a mortgage that exceeded the value of their home. 

   The difference between the value of the house and that of the mortgage is often very large

   it is important to investigate whether homeowners with such a large negative equity value will choose to walk away from their houses even if they can afford to pay their mortgages (strategic default).

Research Topic
The determinants of homeowners’attitudes toward strategic default

 Conclusion
   the cost of defaulting strategically increases with wealth, a person who bought his house more than 5 years ago is 28% less likely to default,blacks, Hispanics, and older people are more willing to strategically default, while women are less likely. The fear of becoming unemployed also plays a role.
   that it is driven by both pecuniary and non pecuniary factors, such as views about fairness and morality. 

   we find that people who consider it immoral to default are less willing to default. We also find that people who are angrier about the economic situation, who trust banks less, and who want to see increased banking regulation are more likely to default strategically. 

   an effect that is reduced when the media start to cover the topic more extensively.

Empirical analysis
  Survey Data:Chicago Booth Kellogg School Financial Trust Index survey

     the third week of the last month of each quarter from December 2008 to September 2010
  Sample:1,000 American households

  Survey questions:

   How many people do you know who have defaulted on their house mortgage?

   Of the people you know who have defaulted on their mortgage, how many do you think walked away even if they could afford to pay the monthly mortgage

   If the value of your mortgage exceeded the value of your house by 50K [100K/150K] would you walk away from your house

   Do you think that it is morally wrong to walk away from a house when one can afford to pay the monthly mortgage

   On a scale from 1 to 5, with 1 being ‘not angry at all’ and 5 being ‘very angry,’ how

angry are you about the current economic situation?

   On a scale from 1 to 5 where 1 means ‘I do not trust them at all’ and 5 means ‘I trust them completely,’can you please tell me how much do you trust banks? 

Do you think the government should intervene to impose a cap on execu-tive compensation?” and “Do you think that the government should intervene to regulate the financial sector more?

On a scale from 1 to 10, where 1 is unwilling and 10 fully willing, areyou generally a person who is willing to take risk?

On a scale from 0 to 100, where 0 equals ‘absolutely no chance and 100 equals ‘absolutely certain,’ what do you think are the chances that you will lose your job during the next year?

       the number of articlescontaining the words “walking away” and “housing
   Methodology: probit model
  dependent variable is equal to one if the respondent states he would walk away if his mortgage exceeds the value of his house by $50K/$100K

 Contribution
   Survey Data,Idea

资产定价 （2篇）

1）Organization Capital
 and the Cross-Section of Expected Returns
         ANDREA L. EISFELDT,DIMITRIS PAPANIKOLAOU

    Organization capital is a production factor that is embodied in the firm's key talent and has an efficiency that is firm specific. Hence, both shareholders and key talent have a claim to its cash flows. We develop a model in which the outside option of the key talent determines the share of firm cash flows that accrue to shareholders. This outside option varies systematically and renders firms with high organization capital riskier from shareholders' perspective. We find that firms with more organization capital have average returns that are 4.6% higher than firms with less organization capital.

2）International Stock Return Predictability: What Is the Role of the United States?

        DAVID E. RAPACH, JACK K. STRAUSS, and GUOFU ZHOU

 Research Motivation
    ALTHOUGH SOME CONTROVERSY REMAINS , stock return predictability in the

United States and other industrialized countries appears well established

   This paper uncovers a powerful new predictor of monthly stock returns in in-dustrialized countries: lagged U.S. market returns. 

 Research Topic
   we estimate conventional predictive regres-sion models for 11 industrialized countries using monthly data for 1980 to 2010 

   We test for Granger causality using augmented predictive regressions, where each predictive regression includes a country’s own lagged return and another country’s lagged return as additional regressors

   we specify and estimate an empirical news-diffusion model. GMM

Conclusion
  lead-lag relationships are an important feature of international stock return predictability, with the United States generally playing a leading role.while lagged non-U.S. Returns display limited predictive ability with respect to U.S. returns.
Empirical analysis
Sample:11 industrialized countries: Australia, Canada, France,Germany, Italy, Japan, the Netherlands, Sweden, Switzerland, the United Kingdom, and the United States. 

1980:02 to 2010:12.

Data:Global Financial Data

Methodology:OLS

benchmark predictive regression model
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        country’s nominal interest rate and dividend yield

(The more extensive evidence of predictive ability for nominal interest rates compared to dividend yields)

The augmented prediction regression;
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lagged U.S. Returns clearly display the strongest predictive power.

news-diffusion model
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Contribution
  The predictive ability of lagged U.S. returns is not only an interesting empirical fact with implications for international hedging and investing, but it also has important implications for asset pricing models 

公司治理 （2篇）

1）Opening the Black Box: Internal Capital Markets and Managerial Power

          MARKUS GLASER, FLORENCIO LOPEZ-DE-SILANES, ZACHARIAS SAUTNER

Research Motivation
 HOW DO FIRMS ALLOCATE resources across business units? Do units with better

investment opportunities receive larger capital allocations and invest more? And, do units run by more powerful and better connected managers receive larger capital allocations? In this paper, we seek to answer these questions

Research Topic 
      its capital allocation process

     how power and connections affect the allocation  of abnormal cash windfalls

     whether the investments following the cash-windfall allocations are good (efficient) or bad

(inefficient)
Conclusion
     Planned capital expenditures seem to be above actual capital expenditures for all busi-ness units,
     manage-rial power and connections affect internal capital allocations,.on average more powerful unit managers increase their actual investments 74% more than their less powerful peers; cash windfalls may be an important source of misallocation of capital.

      Moreover, we show that the effects of power on internal capi-tal allocation reflect inefficient resource allocations
Empirical analysis
Sample:20 business units;

Data:quarterly data on planned allocations and monthly data on actual capital allocations for each of the 20 business units from January 2002 to December 2006. 
     uses interview transcripts and internal memos (internal budgeting, allocation, and execution processes, as well as to detailed data on planned and actual allocations)

     several interviews with manager
 Power and Connections variables:

     Career at the Firm(the number of months a manager spent in a unit andinteracted with a person who later became a member of the board of directors;the number of years a manager has been working at the firm;the number of years a manager has been working in a powerful position at the firm;a dummy equal to one if a business-unit CEO was appointed during the tenure)

     CEO Similarity (a dummy equal to one if a manager speaks the native language of the CEO;a dummy equal to one if a manager lives in the country in which the CEO lives;a dummy equal to one if a manager went to the same university as the CEO;a dummy equal to one if a manager was a student in the same academic discipline as the CEO)

Power Index(Career at the Firm;CEO Similarity)

Networker (a dummy equal to one if a manager is a member of a fraternity;a dummy equal to one if a manager is a member of a social club inside the firm;a dummy equal to one if a manager regularly stops by the headquarters to say “Hello,”;a dummy equal to one if a manager regularly accepts highly visible work assignments;a dummy equal to one if a manager regularly participates in highly visible task forces or committees)

  Division CEO Connection (a dummy equal to one if a manager named the division CEO as a personal mentor;a dummy equal to one if a manager lunches at least occasionally with the division CEO;a dummyequal to one if a manager meets the division CEO in person at least every two weeks)

Connected Networker(Networker;Division CEO Connection)

Methodology:OLS regressions

power and connections do not play a significant role in the normal budgeting stage.

Cash-Windfall Regressions:the increase in capital expenditures in cash-windfall quarters

overinvestment as a dummy equal to one if actual investment exceeds planned investment

Contribution
 Variables;opens up the black box of internal capital markets and tests predictions of theories linking managerial power and connections to budget allocations

Taxes, Theft, and Firm Performance

 This paper examines the interaction between income diversion and firm performance. Using unique Russian banking transaction data, I identify 42,483 spacemen, fly-by-night firms created specifically for income diversion. Next, I build a direct measure of income diversion for 45,429 companies and show that it is negatively related to firm performance. I identify the main reason for the observed effect as managerial diversion rather than tax evasion per se. I further show that stricter tax enforcement can improve firm performance: a one standard deviation increase in tax enforcement corresponds to an increase in the annual revenue growth rate of 2.6%.

金融机构（2篇）

1）Cheap Credit, Lending Operations, and International Politics: The Case of Global Microfinance

MARK J. GARMAISE and GABRIEL NATIVIDAD

Research Motivation
   THE PROVISION OF CREDIT to financial institutions at below-market interest rates is one of the primary tools used by governments and central banks to regu-late and stimulate the broad economy. 

To assess its effectiveness

Research Topic 
   we consider the effect of cheap financing on the hiring and operations of MFIs

   we assess the impact of below-market financing on the quantity and composition of lending

by financial institutions

   we analyze the effect of the financial subsidy onthe performance of lending institutions
Conclusion
  MFIs receiving low-cost funds increase the number of credit officers and especially augment their noncreditstaff. They also have higher administrative expenses
  cheap credit has little impact on the total amount of lending, but it does lead to a shift in

favor of noncommercial loans 

  subsidized MFIs enjoy higher gross margins, but exhibit no change in their propensity to make nonperforming loans. We also find no evidence that the subsidy leads MFIs to charge lower rates to their customers.

Empirical analysis
Data：133 MFIs over the period 1997 to 2009  28 countries
a database of audited financial statements；MicroRate, a leading microfinance rating agency 
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  St −1 measures the political affinity；U is a set of lender-specific characteristics

   Political Affinity variables： the similarity between the voting patterns of two countries in the

U.N.
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 Contribution
Political Affinity variables；Governments and nonmarket actors intervene in financial markets in many ways. Our understanding of the effects of these interventions, particularly in an international setting, is often quite limited.

2)A Model of Shadow Banking

 NICOLA GENNAIOLI,ANDREI SHLEIFER,ROBERT W. VISHNY

   We present a model of shadow banking in which banks originate and trade loans, assemble them into diversified portfolios, and finance these portfolios externally with riskless debt. In this model: outside investor wealth drives the demand for riskless debt and indirectly for securitization, bank assets and leverage move together, banks become interconnected through markets, and banks increase their exposure to systematic risk as they reduce idiosyncratic risk through diversification. The shadow banking system is stable and welfare improving under rational expectations, but vulnerable to crises and liquidity dry-ups when investors neglect tail risks
� 外部性又称为�HYPERLINK "http://baike.baidu.com/view/1106374.htm"�溢出效应�、�HYPERLINK "http://baike.baidu.com/view/1577589.htm"�外部影响�或外差效应，指一个人或一群人的行动和决策使另一个人或一群人受损或受益的情况。�HYPERLINK "http://baike.baidu.com/view/440513.htm"�经济外部性�是�HYPERLINK "http://baike.baidu.com/view/3495055.htm"�经济主体�（包括厂商或个人）的�HYPERLINK "http://baike.baidu.com/view/1458211.htm"�经济活动�对他人和社会造成的非�HYPERLINK "http://baike.baidu.com/view/1086768.htm"�市场化�的影响


� �HYPERLINK "http://bank.jrj.com.cn/list/grxd.shtml"�信贷�趋紧下，越来越多客户转向典当行、小额借贷公司等民间融资渠道。�HYPERLINK "http://bank.jrj.com.cn/"�银行�和�HYPERLINK "http://insurance.jrj.com.cn/"�保险�公司等传统金融机构显然不甘落后，继房屋抵押�HYPERLINK "http://bank.jrj.com.cn/list/grxd.shtml"�贷款�之后，针对�HYPERLINK "http://gold.jrj.com.cn/"�黄金�的贵金属质押贷款、针对企业的商标、股权贷款，也在各大银行的贷款业务中出现。而保单质押贷款也正在成为一个融资渠道


� 策略违约：那些有能力偿还贷款而主动违约，或者没有尽量尝试各种偿还债务手段就选择违约的违约


� 组织资本是组织成员在特定的组织环境下，协同工作而形成的、能够为组织创造价值的资本形式，它根植于企业的价值观体系、组织结构、业务流程、组织制度、知识管理系统、客户和公共关系系统之中。





� 影子银行，又称为影子金融体系或者影子银行系统（Shadow Banking system)，2011年4月�HYPERLINK "http://baike.baidu.com/view/3236249.htm"�金融稳定理事会�(FSB)对“影子银行”作了严格的界定，“银行监管体系之外，可能引发系统性风险和监管套利等问题的信用中介体系。”





