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Title: Investors’ Sentiments and Industry returns: Wavelet Analysis through Squared 

Coherency Approach 

Keywords: Investors’ sentiments, stock returns, wavelet analysis 

 

Abstract 
This study for the first time explores the time frequency relationship between investors’ sentiments and 

industry specific returns. A sentiment index proxy is constructed using level and lag values of six 

indicators of investors’ mood swing through Principle Component Analysis. The data on investors’ 

sentiments and nine major industry’s returns is used from 2001 to 2011. Wavelet Coherency analysis 

reveals that investors’ sentiments and industry returns are significantly related and are in phase (cyclical). 

An optimistic view of the investors regarding an industry’s performance results in higher returns and 

pessimistic view results otherwise. The relationship is significant on 0 8 and 32 64 months scale. Financial 

and energy crises play major role in the sentiment led industry’s return. These findings are unique and 

were not possible through the traditional econometric estimates.
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Abstract 
Following the high profile financial scandals of 2007-2008, corporate management has been faced with 

strong pressures resulting from more regulatory requirements, as well as the increasing expectations of 

various groups of stakeholders. The responsibility acquired a big importance in front of this financial 

crisis. This responsibility requires more transparency and communication, inside the company with the 

collaborators and outside of the company with the society, while companies try to improve the degree of 

control and to authorize managers to realize the objectives of the company. The objective of this paper is 

to present the concept of the responsibility generally and the various types of manager’s responsibility in 

private individual within the company, as well as the explanatory theories of this responsibility through 

the various perspectives such as: economic, political, social and behavioral. This study should have 

academic and practical contributions particularly for regulators seeking to improve the companies’ 

practices and organizational functioning within capital market economy.
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Title: COMPARING THE PRECISION OF DIFFERENT METHODS OF ESTIMATING VAR WITH A 
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Simulation Technique 

 

Abstract 
Purpose – The paper aims to conduct a comprehensive research in sphere of risk measurement. This study 

would like to determine the forecasting precision of different risk estimation tools through implication of 

popular methods e.g. parametric and non-parametric methods in this field and more fresh and 

complicated methods e.g. semi-parametric methods and finally confirming the results with exploiting 

backtesting methods. Design/methodology/approach – The paper opted for a quantitative approach of 

measuring VaR. Estimating VaR by implying 8 different methods then comparing the obtained results 

based on backtesting criterion. We put into examination 6 major international stock exchange indices e.g. 

Canadian TSX, French CAC40, German DAX, Japanese Nikkei, UK FTSE100 and US S&P500 from 03-June-

2003 to 31-March-2014 meanwhile we used rolling-window technic for backtesting purpose. The data 

were obtained from Yahoo! Finance. Findings – The paper empirically determined extend to which, the 

aforementioned methods are reliable in estimating one-day ahead VaR. we find out that EVT and HS are 

the two most precise methods albeit at very high confidence levels the EVT produces the most accurate 

forecasts of extreme losses. Results of this study encouraged financial managers to turn from using 

traditional methods of risk measurement to more fresh and reliable one such as EVT method of estimating 

VaR. Originality/value – This paper fulfills need to a comprehensive study of different proposed methods 

of measuring risk and showed the estimated VaR of them in a readily comparative manner.
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Title: Governance and Agency Costs: Evidence from the UAE 
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Abstract 
The paper investigates the effect of corporate governance mechanisms on agency costs of the United Arab 

Emirates (UAE) listed firms. Relying on a sample of 74 UAE listed firms affiliated to financial and non-

financial sectors for the period of 2010-2011, the paper performs multiple regression analyses to test 

between whether there is a significant association between internal governance (board size, audit 

committee and portion of independent executive directors) and external governance mechanisms 

(external auditor, and product market competition) and UAE firms’ agency costs while controlling for firm 

size and industry type. The paper relies on data published on years 2010-2011 and utilizes four different 

proxies to measure agency costs (asset utilization, audit fees, expenses ratio and free cash flow measures). 

The empirical results show that internal/external governance mechanisms are significantly influencing 

proxies of agency costs for UAE listed firms in different patterns and provides evidence showing that the 

product market competition, as an external governance mechanism, can substitute internal governance 

mechanisms in reducing mangers’ self-interest behavior and containing agency costs. The findings are 

important to regulators, investors, managers, and researchers to contribute in developing new policies 

that establish better legal and regulatory infrastructure to increasing investors’ confidence and attracting 

foreign investment. The paper is one of very few studies that examine the relationship between 

internal/external governance and firms’ agency costs in an emerging market economy, the UAE.
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Title: Ambiguity of goodwill regulations - a case of Polish publicly traded enterprises 

Keywords: goodwill, business combinations' accounting, IFRS 3, Polish accounting 

 

Abstract 
Because goodwill appears as a consequence of consolidation process as well as business combinations, it 

is a regular item in statements of financial position prepared by modern entities. Polish publicly traded 

companies are obliged to follow international or Polish accounting standards that both include regulations 

referring to goodwill. Although Polish standard-setters are aiming at accounting harmonization, Polish 

standards are not fully converged with international standards. Moreover, international standards are not 

precise enough to oblige accounting professionals to act in a certain way when measuring goodwill. 

Freedom of action arising from ambiguity of choices should be used in a way to achieve relevance and 

faithful representation of financial information. Through the analysis of European Union and Polish 

accounting regulations authors suggest that legal foundations of goodwill disclosure and measurement 

should be more detailed. A survey conducted among Polish publicly traded companies acknowledges that 

goodwill is a complicated item in financial reports and that is why accounting professionals should pay 

more attention to disclosed information in order to achieve fundamental qualitative characteristics. 

Authors’ contribution into the modern accounting literature is twofold. First, authors call for a greater 

attention to significance of information about goodwill, especially on economic substance of goodwill 

disclosed in financial reports, verifiability, understandability, and a risk regarding changes in estimates 

included in goodwill valuation process. Second, the importance of right teaching methods is pointed out in 

order to stress that arithmetical calculations following legal regulations of goodwill are not satisfactory for 

faithful representation of economic substance of goodwill.
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Abstract 
In this article, we examine the association between Canadian firms’ transparency and their corporate 

social responsibility (CSR) engagement. In particular, we empirically explore how CSR affects the amount 

of firm’s future earnings information that is reflected in current stock prices. We consider that more 

transparent firms can “bring the future forward” so that their current stock prices track and reflect more 

information about future earnings. Most of our findings indicate that the relationship between CSR and 

firm’s transparency is not statistically significant. One potential explanation of this neutral association is 

that Canadian firms already benefit from a richer information environment. Overall, our study suggests 

that many observers cynicism about CSR may be irrelevant. In fact, it appears that managers do not use 

CSR as a mechanism that advances their careers or other personal agenda.
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Title: Mortgage Supply, LTV and Risk pricing 
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Abstract 
This paper starts by deriving the optimal LTV-ratio for a mortgagee that takes on deposits while supplying 

mortgages using housing as collateral. As the LTV-ratio represents the risk exposure of a mortgagee the 

optimal LTV-ratio varies according to moral hazard, funding, capital adequacy and risk pricing. Focusing 

on the supply side of mortgage markets the paper highlights the implications of both lending volumes and 

collateral values for the LTV-ratio. The paper continues by analyzing a mortgage’s risk pricing response to 

falling house prices and an LTV-ratio that exceeds the LTV-ratio at origination. The relation between the 

interest rate margin and the LTV-ratio is shown to be kinked, distinguishing between risk pricing ex ante 

and ex post.

7 



 

Abstract Overview 

   

 

 

Paper No.: 
1045 

Participant Name 
Weiping Li 
 

 

 

Affiliation 

Southwest Jiaotong University and Oklahoma State University 

People's Republic of China 

 

Co-Authors 

 

 
 

Title: Optimal Dividend Policy and Stock Prices 

Keywords: cash flow, capital budget, optimal dividend policy, mean reverting process, HRAR utility, 

volatility 

 

Abstract 
This paper models a corporation with stochastic cash flow and capital budget to derive a stochastic model 

for corporate dividend as an exchange option on the cash flow  and the capital budget. Then we solve 

optimal dividend policy problem completely based on the dividend model as an exchange option, under 

the assumption that the cash reservoir of a corporation follows a mean reverting process from empirical 

evidence and economic arguments. Our optimal dividend controls depend on explicitly with the cash flow 

and  the capital budget  of the corporation, and maximizes the HARA utility performance.  

We specify the unique optimal dividend control for the cash flow and the capital budge.  

Multiplicity or absence of optimal dividend policies are given for special circumstances of underlying cash 

flow and capital budget.  

The stock price of the corporation is studied in terms of our stochastic dividend model. We find an explicit 

relation among the volatility of the stock price, the volatility of the cash flow and the volatility of the 

capital budget.  

The ex-dividend stock price is positively proportional to the stochastic cash flow and the probability of the 

dividend delta with respect to the cash flow, and negatively proportional to the capital budget and the 

probability of the dividend delta with respect to the capital budget. Hence, our approach provides another 

passage through  which countercyclical volatility of the stock price can arise from the countercyclical cash 

flow and capital budget directly.
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Title: How to Manage Risk More Reliably by Real option model? Multiplex and distribution 

based approaches 
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Abstract 
Real option model as an advanced project economic valuation model is able to capture market and private 

risks, and management flexibility. In spite of real option model influence, it is not sufficiently in use by 

decision makers, due to various criticisms on real option method.  

This study is an attempt to address some of the major criticisms of real option model . At first focusing on 

combination of private risk and real option model, distribution based approach is suggested. In this model 

the final real option value is divisible to market and private risks, considering the different effect of these 

two source of risks. Since the fact that prices of real world assets (commodities) follow from mean 

reversion process commonly accepted by academics, due to their long life and supply-demand effect on 

assets, in next step a version of real option model which is able to capture all concurrent flexibilities of 

manager with mean reversion process is presented. Besides it is in importance to know how the result of 

model should be interpreted in real world problems, then the interpretation of real option model is 

discussed as well.  

Finally, applying the presented more reliable real option pricing model in real case and discussing its 

interpretation we try to make the suggested model more intuitive and clear.
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Title: Effects of Managers' Individual Values on Company's Performance: the Case of France 

Keywords: Manager, company's performance, individual values, value system, financial crisis. 

 

Abstract 
The values of managers occupy a prominent place in the scientific research. The role played by individual 

values in decision making within the company is less clear. Despite this attention, this study examines the 

relationship between managers' individual values and the company's performance. Based on a sample of 

1202 French managers, this study aims to explain the system of managers' individual values within the 

French company SBF120. A questionnaire was sent to 1,202 senior managerial leaders. 

Our results highlight the existence of a positive relationship between the individual preferences of 

managers for competence, moral and social values and company's performance. This study should have 

academic and practical contributions particularly for managers seeking to improve the companies’ 

practices and organizational functioning within capital market economy.
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Title: The Funding of Subsidiaries Equity, “Double Leverage,” and the Risk of Bank Holding 

Companies (BHCs) 
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Abstract 
“Double leverage” is the circumstance in which the parent company issues debt and acquires shares in the 

equity of the subsidiaries. We ask whether this type of intra-group financing has got an impact on the risk 

undertaken by Bank Holding Companies (BHCs). Our view is that, by double leveraging BHCs can exploit a 

shortfall in the balance sheet capital and are incentivized to assume more risk. Working on a large sample 

of United States BHCs we observe that the so-called “double leverage ratio” is positive correlated with 

risk-taking, while several tools do further suggest the existence of causality. Our outcomes are important 

for the stability of large banking groups, and give suggestions for a more effective monitoring of their 

activities.
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Title: Is Basel the right gateway for a more efficient debt market? An International 

Comparison 

Keywords: SMEs financing, Basel III, Ratings, Certainty Equivalent 

 

Abstract 
Current literature does not agree on the impact that Basel regulation is having onto the banking system, 

small and medium size enterprises (SMEs) and the single country economies. Moreover, recent crises cast 

some doubts on the efficacy of the regulation itself. With this paper, we investigate this issue by 

comparing the credit allocation capabilities of different countries. In particular, we compare two Anglo-

Saxon Countries (the USA and the UK) with a group of eight European Countries where Basel rules are 

fully implemented. We find that, without the competition of well-developed risk capital markets, Basel 

regulation struggles to be effective.
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Title: Remodeling the theory of cognitive fit in decision making: acknowledging individual 

influences 
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Abstract 
As the theory of cognitive fit does not give a valid explanation of which factors are of importance, no clear 

guidelines for choosing and designing the right visualization for a specific task can be deduced so far. This 

paper sets out to further our understanding of how individual factors influence information processing 

and as a consequence decision making while viewing visualizations. Using a controlled longitudinal 

experimental setting (leading to 4,460 individual observations), this study first provides evidence for the 

need to include visual complexity, task complexity, data complexity as well as individual complexity into a 

predictive model for the perceptual efficiency of information visualizations, and second suggests an 

enhanced structural model, showing a significant increase in predictive value over the previous simple 

task complexity/visualization model introduced by Vessey and later Speier. The predictive power of this 

model is enhanced by including data density, knowledge, experience, time of day, as well as spatial ability, 

with R² 0.344 rising to 0.439 and Q2 0.357 rising to 0.437.
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Title: can regulatory mode theory explain the equity premium puzzle? 
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Abstract 
In this work I solve the equity premium puzzle modelizing the agent’s 

decision making process according to the psychological evidence provided by 

the Regulatory Mode Theory (Higgins,Kruglanski, & Pierro, 2003; Kruglanski 

et al., 2000). This psychological theory identifies two motivational concerns in 

individuals which guide their choices: assessment and locomotion. Assessment 

is the tendency of the self-regulation system to evaluate and compare states; 

instead, locomotion is the tendency to move and change state. Following the 

rigorous analytical approach suggested by Rabin(2013) to apply psychology 

to economic models, I have built a Portable Extension of an Existing Model, 

the C-CAPM, where the representative agent is split into the assessment and 

the locomotion selves. The puzzle is solved under rather plausible conditions, 

as the numerical examples show. The behavioral explanation of the puzzle is 

based on the different motivations to bear risk (such as the desire to change 

state, locomotion), instead of the different types of risk evaluation, as in the 

models with loss aversion. 

?
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Abstract 
Interviews with a range of superannuation funds and fund managers were conducted to determine the 

role environmental, social and governance issues played in investment decisions in Australia. The results 

were wide ranging with a few giving only minimal consideration to those who used these issues as a major 

factor in all investment decisions. There was strong agreement though on the need for better regulation 

around sustainability reports to provide some comparability. The most divisive issue was whether fund 

managers should use divesting and, if so, to what level. Many of those interviewed believed engagement 

was the best way to ensure sustainable outcomes from companies. The short term focus in the finance 

industry was felt by all to act against fund managers taking a longer term, often more sustainable, 

investment focus that would in reality better reflect the goals of superannuants.

15 



 

Abstract Overview 

   

 

 

Paper No.: 
1062 

Participant Name 
Dr John N N Ugoani 
 

 

 

Affiliation 

Rhema University Aba, Nigeria 

Nigeria 

 

Co-Authors 

Grace I. Ibeenwo, MSc 

Lecturer, Department of Public Administration 

Akanu Ibiam Federal Polytechnic, Unwana, Afikpo, 

Ebonyi State, Nigeria. 

 

 
 

Title: CORPORATE GOVERNANCE AND BANK PROFITABILITY: LESSONS FROM NIGERIA. 
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Abstract 
The growth of a bank is inextricably tied to its survival and profitability. Previous studies have shown a 

positive correlation of corporate regard and profitability. Profitability is the mainstay goal of a business. 

No matter how profit is measured or defined, profit over the long term is the clearest indication of the 

ability of the business to satisfy the principal claims and desires of employees and stakeholders. Corporate 

governance is the framework by which the various stakeholder interests are balanced or the relationships 

among the management, board of directors, and others are monitored. It is argued that lack of good 

corporate governance in banks is responsible for excessive risk taking and irresponsible lending that often 

result in huge non-performing loans and the erosion of shareholders funds. Studies show that almost 60 

percent of failed banks had board members who either lacked banking knowledge or were uninformed 

and passive regarding supervision of their banks affairs. It is suggested that a strong bank managing 

director and a weak board of directors are a recipe for weak corporate governance. Weak corporate 

governance became a major global concern of banks before and after the global financial crisis between 

2007 and 2009 for bank management. During the late 1980s and continuing into the present millennium 

many financial institutions crashed around the world largely due to corporate governance breaches. 

Despite the difficult times banks that embraced the basic principles of good corporate governance 

continued to make profit and growing stronger today.  Nigeria that was not isolated from the global 

financial tsunami boasts of its oldest bank that prides itself in banking excellence based on strong 

corporate governance ethics. Corporate governance is essential to capture the rudiments and vision of 

sound bank management which involves not only contending with the daily issues of keeping the bank 

ahead of competition but also with more general matters of the banking industry and the economy of the 

country, thus, gaining the equilibrium for profitability. The survey research design was used for the study. 
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analyzed. Based on the analysis of data, it was found 

that corporate governance has strong positive 

relationship with bank profitability.
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Title: MENA Stock Markets Integration: Pre and Post Global Financial Crisis 

Keywords: Financial Integration 
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Abstract 
This paper examines the financial integration among Middle East and North Africa (MENA), and developed 

(US and UK) stock markets. The emphasis is placed on comparing the short-run and long-run linkages in 

pre and post global financial crisis. Paper finds one cointegration vector in both pre and post-crisis. MENA 

markets tend to display stronger co-movement in post-crisis. Results indicate more short-run causal 

relations in post-crisis than pre-crisis sub-period. MENA markets show more responsiveness to 

innovation in regional and international markets. The presence of increased linkages among MENA 

markets, and MENA and developed markets has important implications for portfolio investors and policy 

makers.
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Abstract 
We examine the impact of firm-specific equity liquidity and funding liquidity on credit default swap (CDS) 

spreads in a European context. Specifically, these relationships are analysed by employing a panel 

consisting of monthly observations on 82 iTraxx non-financial companies between December 2007 and 

March 2013. Additionally, the Euribor-Eurepo spread is newly used as a measure of funding liquidity for 

entities within the Euro-area. After controlling for other known determinants, results show that the bid-

ask spread, a liquidity measure of price impact, shows a significant and positive relationship with CDS 

spreads in both our contemporaneous and predictive models. Unlike work in U.S. markets, liquidity 

measures incorporating volume of shares traded, such as the Amihud (2002) illiquidity measure, are 

insignificant. We also document a significant positive effect of funding liquidity on CDS spreads in both 

models. These results are important for regulators and policy makers as differing signals can be extracted 

from CDS spread movements related to either liquidity or credit risk.
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Title: Financial Hedging and Firm Performance: Evidence from Cross-Border Mergers and 

Acquisitions 

Keywords: Cross-border M&As; Risk Management; Financial Derivatives 

 

Abstract 
This paper studies the impact of financial hedging on firm performance in cross-border mergers and 

acquisitions (M&As). Using a sample of 1,369 acquisitions initiated by S&P 1500 firms between 2000 and 

2014, we find strong evidence that derivatives users experience higher announcement returns than non-

users, which translates into a $193.7 million shareholder gain for an average-sized acquirer. In addition, 

we find that acquirers with hedging programs experience lower stock return volatilities, higher deal 

completion probabilities, longer deal completion time, and better post-deal long-term performance. 

Overall, our results provide new insights into a link between corporate financial hedging and firm 

performance.
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Abstract 
The article suggests a model quantitatively studying development of a corporate economic distress. The 

model introduces new variables in a description of the economic distress related to the crisis dynamics, 

market trend and volatility, and corporate features. For the economic distress left unattended and for the 

recovery stage, the probability of default as a function of time and problem parameters is given, and the 

distance to default and the point of no return for launching the recovery program are estimated. The 

model helps selecting the program minimizing the probability of default over a set of available recovery 

programs.  (JEL G30)
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Title: FINANCE, RISK AND ECONOMIC SPACE 

Keywords: risk ratings, economic space, option pricing, financial wave equations 

 

Abstract 
We argue that risk management should play core role for financial modeling and forecasting and present a 

new look on financial processes modeling. The core issue of our approach is based on economic space 

notion that allows boost models and description of financial processes. We introduce economic space as 

certain generalization of common risk ratings and establish distributions of economic agents by their risk 

ratings as economic space coordinates. Economic and financial variables of separate economic agents 

determine macroeconomic and financial variables as functions of time and coordinates and that opens 

way for treating financial relations similar to mathematical physics equations. Economic space allows 

study financial models on discreet and continuous spaces with dimension determined by number of major 

risks measured simultaneously. To show applicability of economic space notion for financial modeling we 

present extension of Black-Scholes-Merton equation on n-dimensional economic space; develop 

macroeconomic models on economic space in a way similar to hydrodynamics and derive financial wave 

equations.
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Abstract 
This paper examines the ability of different GARCH models to forecast stock returns volatility under a 

range of forecast metrics, including both statistical and economic evaluation. In particular, we are 

interested in whether wavelet de-noising of the data prior to estimation affects the ability of the models to 

provide accurate forecasts. In de-noising the data, we consider both a hard and soft threshold for the 

wavelet procedure. Our key result demonstrates that de-noising the returns improves the accuracy of 

volatility forecasts regardless of whether we use statistical metrics, tests of equal predictive accuracy and 

a VaR procedure. In terms of particular volatility models, the asymmetric GARCH approach tends to be 

preferred although that result is not universal. Indeed, the central results from this analysis is that de-

noising is more important than the specific model. Furthermore, when considering VaR forecasting 

wavelet de-noising is found to be more important at the key 99% level compared to the 95% level.
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Abstract 
This study attempts to investigate the relationship between financial distress and subsequent stock 

returns, and to analyze the effectiveness of financial distress prediction model’s output as a predictor of 

future returns. The samples are non-financial, publicly listed Japanese firms in Tokyo Stock Exchange from 

1980-2014. We measure financial distress using three financial distress prediction models, i.e. classic 

Total Asset to Total Liabilities ratio, the Altman (1968) Z-Score model, and our own YSCOREJ model, and 

evaluate their outputs. We also measures stock returns by both absolute returns and excess returns 

figures. Three layers of analysis are to be adopted in this study. First and arguably the most important, we 

establish six models on different returns and financial distress measures and perform Generalized Least 

Square regression procedures on the models. Then, additional two procedures include 10-portfolio return 

analysis approach and long-short portfolio return simulation. We find that controlling for book-to-market 

and size; the firms with higher distress risk tend to provide higher subsequent returns. This finding is 

further sustained by the additional two procedures, which records positive association between financial 

distress and subsequent returns. Thus, in overall we manage to convincingly argue that the firms with 

higher distress risk are associated with higher subsequent stock returns. The study also finds that the 

financial distress prediction models, especially our in-house YSCOREJ model, are solid predictors of future 

stock returns. This might also suggest that the distress risk is indeed one important risk factor of equity 

valuation.
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Abstract 
We examine firms’ simultaneous choice of investment, debt financing and liquidity in a large sample of US 

corporates between 1980 and 2014. We partition the sample according to the firms’ financial constraints 

and their needs to hedge against future shortfalls in operating income. In contrast to earlier work, our 

joint estimation approach shows that cash flows affect the corporate decisions of unconstrained firms 

more strongly than those of constrained firms. Investment-cash flow sensitivities are particularly intense 

for unconstrained firms with high hedging needs. Investment opportunities (as proxied by Q), 

however, play a larger role for constrained firms with the effects being strongest in case of low hedging 

needs. Interestingly, constrained firms with low hedging needs are found to employ more debt to finance 

their investment opportunities and build up significant cash holdings at the same time. Our results hence 

indicate overinvestment behavior for unconstrained firms but no underinvestment for constrained firms 

if they have low hedging needs.
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Abstract 
By defining a departure point, the red phone situation for the structural risk cost, it is possible to define 

the dynamics and properties of the structural risk cost. Structural risk cost becomes an economic cost 

component of risk and provides an inverse relationship between risk and return. The structural risk loss 

is underdeveloped in current economic literature, and is only hinted at in theoretical risk literature. The 

situation that can result in a structural risk loss is when a structure is exposed to risk induced cost which 

could exceed the available savings of the structure. In such a situation, long term investments owned by 

the structure could suffer value impairment, brought about by lack of capital to fund the long term 

investments. We name such situations red phone situations. Based on the description of the structural risk 

loss it is possible to argue that savings cannot be a uniform size in the presence of risk, but should be 

divided into savings and reserves, where reserves generate a higher premium than savings. Traditional 

risk reduction tools such as insurance adds an additional value component, compared to what is currently 

described in the literature, by keeping the structure protected from events that could expose the structure 

to a structural risk cost. Keeping the structures of society free from structural risk costs also benefits 

society economically, by assuring low risk cost in society.
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Abstract 
While the premise of Islamic finance is often couched in the principle of maqasid al-shariah and that of  

risk sharing with  claims to social justice   and welfare, the impact and contribution to the social sector  

has been minimal. This paper examines the claim among critics that there is an inherent  weakness of the 

present day Islamic banking and finance industry in terms of its underdeveloped social sector and argues 

for the need for new models that will enhance a proliferation of shariah compliant financial products  for 

solutions in the social sector. This paper further examines the framework for a socially responsible  

investment (SRI)  sukuk, launched in Malayia in 2014 and the model of SIB (social impact bond) in the  

social finance space to come up with recommendations for structuring a shariah compliant SIB or social 

sukuk.
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Abstract 
As socially responsible investing (SRI) grows, the question arises, how capital markets may respond to 

investors’ increased use of CSR-related information – especially since their relevance and reliability are 

subject to academic debate. This paper aims at contributing to the conceptual underpinnings of SRI 

research by examining CSR-related information in the investors’ decision-making process. It therefore 

brings together the research fields of SRI and behavioral finance. Based on a systematic literature review, 

a conceptual framework is derived. Therefore, findings from existing psychology literature are used to 

complement the reviews’ results. The framework offers a coherent scheme explaining investors’ 

behavioral decision-making under the influence of CSR-related information in accordance with the dual 

process theory. It thereby unfolds the cognitive processes underlying the investors’ individual socially 

responsible investment decision as well as resulting market dynamics. The findings provide new insights 

for both academics and capital market practitioners, as the paper outlines major behavioral determinants 

of investors’ SRI decision-making.
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Abstract 
Financial market is the place where a supply of financial products and a demand for financial products are 

crossing. Financial institutions are standing on the supply side, and potential client on the demand side. 

The mentioned crossing is seen in a financial portfolio. Financial institutions want to achieve profit by 

selling products. It is a well-known situation: providing service deserves a reward. The client is 

purchasing a product for some purpose (insurance, mortgage, etc.), the financial institution or a financial 

advisor/broker should be helpful in the phase of creating a client’s portfolio. By offering the product to 

client we have to know his/her needs first. In this article we consider that the needs analysis is the 

inevitable part of a client's portfolio building process, if we want to reach the concept of long – term 

sustainability and secondly that this process should be done by taking into account possible gender based 

differences.
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Abstract 
Using a yearly event study and two sample t-test method, the author discovered significant growth in total 

trade (imports plus exports) between Cuba and its trading partners after Raul Castro officially came to 

power in 2006.  Instead of relying upon data reported by the Cuban government, this study uses trade 

data reported to the United Nations by Cuba’s trading partners, or mirror data.
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Abstract 
In many  fields, networks have been used to  filter information and describe connected systems. In this 

paper, we build on the minimum spanning tree (MST) literature developing a layered MST that uses a 

multi-factor model to explain the dynamic dependencies among elements using systematic and 

idiosyncratic components of asset prices. This framework proves to be  

flexible with changes in the underlying data and the choice of factors for the investigation. We show 

applications of our framework in different contexts and 

observe that the methodology is helpful in understanding the change of the interdependencies among 

entities in a data-set. Using this approach we are able to demonstrate dramatic 

changes in the topology of asset prices networks.
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Abstract 
The exploratory study aims at analyzing the determinants and potential impact of the use of incentive 

systems in NPO. Focus lies on the use as part of and impact on management control systems within these 

organisations. 583 Austrian NPO were exctracted from the data base of the Austrian Controller Institute 

and contacted. Employing a standardised questionnaire which was distributed online, 58 NPO answered 

to all of the questions and thus could be included in the results of this study. 

The findings show that 28% of the NPO being included in the sample already have established incentive 

systems for their top management. In most of these organisations, these incentive systems employ 

financial incentives such as bonusses. Besides that, a variety of non-financial incentives is employed. 

These NPO were characterised by the following factors: low dependency on public funds; little reliance on 

the intrinsic motivation of employees; competitive and expansive organisational culture; further 

developed management control systems. 

Resentments against the use of incentive systems in NPO were more dominant in those organisations that 

did not use them, whilst NPO that did employ such systems showed a significantly higher level of 

acceptance and valued chanced higher accordingly. This can either be interpreted as a result of self 

confirmation bias – or lead to the conclusion that the experiences of those NPO already employing 

incentive systems are positive and thus indicate materialized practical benefits.
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Abstract 
Economic cycles are characterized by economic booms, stagnancies, recessions and finally again economic 

upturns. However, the period between the previous crisis of 2008 and its followed crises and today was 

not really a noticeable economic upturn, but experts alert since the beginning of this year about one 

economic recession. How comes that the modern society faces record levels of economic added value, 

measured by the GDP on the one side, and record levels of (national) debts, unpleasant economic figures 

such as poverty or unemployment, although main collective challenges get continuously delayed such as 

tangible investments into environmental care. 

This paper analyses the roots of this global monetary undersupply and shift towards undiscovered areas 

of society, elaborates coherences between such financial structures and its consequences to nation-states, 

the economy, society and individuals as well as finally, summarizes the contemporary financial and overall 

structure by examining literature of partly long experiences and comprehensive statistics. Closed system, 

including nation-states and communities, organizations, financial players but also individuals, tend to 

spiritual patterns of “Living in the moment” movements in term of solving problems as well as tend to 

hide major circumstances of the overall global system, and if there is one, which one?
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Abstract 
This study investigates the relationship between capital structure and firm performance, using a cross-

sectional sample of the European firms from Austria, Belgium, Netherland, Portugal, Spain, the UK, 

Finland, Sweden, France, Italy and Germany in 2012. We test empirically whether a firm’s credit risk will 

affect the relationship between capital structure and firm performance. This study extends the findings of 

previous studies, which concentrate only on the unitary relationship between capital structure and firm 

performance, by introducing a third factor, credit risk, into this relationship. Our results show that in low 

credit risk firms, financial leverage is negatively related to firm performance; while, in high credit risk 

firms, financial leverage is positively associated with firm performance. These results imply that credit 

risk is a very important factor that influences the positive or negative relationship between capital 

structure and firm performance. Therefore, understanding of a firm’s credit risk can assist its financial 

manager making suitable financial decisions to maximize firm performance.
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Abstract 
In this paper we employ data from a panel consisting of fourteen EU member countries over the period 

1970-2013 in order to examine the validity of the famous Feldstein-Horioka puzzle (F-H Puzzle). In spite 

of many criticisms, the F-H Saving-Investment correlation hypothesis is still used in the literature to infer 

the degree of capital mobility among countries. To this end we apply a battery of panel unit root and co-

integration tests. The finding of the presence of co-integration of the savings and investment ratios and 

the observed magnitude of the estimated average savings-retention coefficient for the panel reveal that 

for this panel of EU member countries, the F-H puzzle is not valid and the long-run international solvency 

condition is maintained in most of these countries. The observed low savings-retention coefficients for 

these countries imply a moderate degree of capital mobility and the absence of the Feldstein-Horioka 

puzzle. This finding of the prevalence of a moderate degree of capital mobility is consistent with the 

macroeconomic experience of these countries during the period under investigation.

35 



 

Abstract Overview 

   

 

 

Paper No.: 
1110 

Participant Name 
Nikolai Haring 
 

 

 

Affiliation 

Vienna University of Applied Sciences of the Viennese Chamber of Commerce (FHWien der WKW) 

Austria 

 

Co-Authors 

Svenja Katharina Wiemer, University of Vienna 

 

 
 

Title: Advantages and disadvantages of welfare accounting – empirical insights from 

implementation experiences in Austria and Germany 

Keywords: balance sheet for the common good, welfare accounting, economy for the common 

good, sustainability, non financial-reporting, corporate governance, business ethics, performance 

management 

 

Abstract 
This paper focuses on the viability of the Economy for the Common Good with regard to the advantages 

and disadvantages of welfare accounting. The balance sheet for the Common Good has been found to be 

practical and characterized by a high acquisition of useful information, but at a relatively high expense. 

For a given company, its size, industrial sector and business model have been identified as the most 

influential factors on the implementation of this alternative balance sheet, even though different 

implementation strategies have been developed and followed up.  

Although the companies in this sample have unanimously regarded a two-year-rhythm of welfare 

accounting, no significant reduction of the workload has been observed in repeated balancing processes. 

High costs have been offset by innovations, improvements and an increase in retrieved, decision-relevant 

information. The development of the company has been an essential benefit, which has resulted in 

improved communication and staff motivation. But the complexity and constant revision of the balance 

sheet and its user manual remain challenging.
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Abstract 
Accounting remains the main source of information about the company for most users of financial 

statements. At he same time  creators and users of financial statements want to get the best quality and 

quantity of information as much as possible. Users of financial statements are unable to obtain absolute 

certainty whether statements are true and fair, however, they need to know how much they can rely on 

financial statements. This paper deals with reducing the information asymmetry especially on the part of 

users of financial statements. The paper analyzes selected models of detection manipulated  financial 

statements as an possibility to reduce the risk of accounting fraud and use as part of the internal control 

system of the entity or as a management tool for corporate governance or internal auditors. The risk 

analysis was performed on selected models the Beneish model, the CFEBT model, the Jones Non 

discrectionary Accruals model and selected bankruptcy models to detect accounting frauds in specific case 

studies of selected accounting unit.
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Abstract 
This paper examines the dynamic correlation between daily US government bond and stock returns 

during the period of recent financial crisis 2008. Within a time-scale analysis, our results can be 

summarised as follows. First, from our analysis on the raw return series and the dynamic correlation, 

certain macro surprises announcement exert significantly different effects across the crisis period. Second, 

with the decomposed series within 2-4 days window, we find that new announcements including the PMI, 

have significant effect on both the return and the correlation and this is consistent across all the series. 

Our findings remain somewhat robust after controlling for the stock market uncertainty, after excluding 

the 2001 dot-com crisis period and using the small growth and small value total stock market return 

indexes. We conjecture that the previous studies examined the U.S. markets failed to find some delays in 

the effect of macro surprises, because they focused on either the full sample period or they only used the 

recession/expansion economic state indicators. Considering the impact of financial crisis and during the 

bubbles bursting stage, investor sentiment merely determines the impact of some surprises and the level 

of persistence should not be equal to that outside the crisis.
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Abstract 
Emerging Risks are New Risks or are existing known risks. Existing ERM framework and capital models 

are developed to manage known arrays of risks that can potentially threaten earnings and profitability of 

the company. However, emerging risks by its nature are new risks or are not well understood, therefore 

have not been considered so far adequately.  

Emerging risks introduce volatility into companies’ earnings; even can potentially transform the very 

nature of companies’ business models. However, there is no or little preparedness to manage such risk. It’s 

time to think out of conventional thought /process which cannot be applied for testing the impact of 

emerging risks against business model. Therefore, there is an urgent need to improve our existing ability 

and capabilities to detect, assess, and respond to these risks, which can quickly develop into full-blown 

crises. 

Emerging risks are evolving in uncertain ways, have been forgotten in their dormancy, or are new; 

typically do not have a well-defined distribution. They require more thought when modeling their impact. 

Ultimately, ERM and capital model should help in decision making that works well for long run and for full 

array of risks, known or unknown. These are challenges for Risk and Finance academicians; it will require 

more collaborative work to address emerging risks appropriately.
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Abstract 
The significant impact of recent, and often high-profile, corporate accounting scandals, is often attributed 

to earnings management and factors surrounding cost of equity capital. Understanding the relationship 

between these factors is important for both the management of corporations and for the confidence of 

their investors. The main of objective of this paper is to examine the influence of earnings management 

and corporate governance on the cost of equity capital in listed companies in Thailand and determine 

their impact, which could be used to initiate strategies to restore investor confidence. Earnings 

management in this paper is measured from the absolute value of discretionary accruals that are 

calculated from five different models. Corporate governance variables in this paper include board 

interlocking, board independence, board size, CEO-Chair duality, audit committee financial expertise, 

audit opinion, managerial ownership and institutional shareholders. The CAPM and Industry Adjusted 

Earnings to Price ratio model are used as a proxy for the cost of equity capital in this paper. To test the 

influence of these factors, a fixed-effect panel data regression model is applied. The results reveal that 

companies with higher earnings management, higher proportion of managerial ownership, institutional 

ownership, CEO-Chair duality and which receive modified audit opinions are likely to have higher cost of 

equity capital. In contrast, the companies that have higher proportion of board independence, audit 

committee financial expertise and board interlocking are likely to have lower cost of equity capital.
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Abstract 
In this study we evaluate the distortion of the ratio of non-performing loans (NPL) caused by rapid credit 

growth to show that the bias in this ratio (caused by the prolonged credit boom) may indeed be 

significant. Next, we discuss an adjustment to the NPL ratio based on a theoretical model of a loan 

portfolio. This adjustment is robust for credit booms and busts; therefore, it can be used to compare credit 

quality ratios across distinct portfolios and banks as well as to simulate future NPL ratio developments. 

Our estimates of the portfolio of housing loans in Poland show that the new adjusted index of non-

performing loans is robust to different model specifications.
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Abstract 
Judicial decisions affect the securities markets in discernible and perhaps predictable ways. Whether 

there is “law on the market” (LOTM) has not been addressed in a systematic and financially rigorous 

manner. Using intraday data and a multiday event window, this event study seeks to determine the 

existence, frequency and magnitude of equity market impacts from decisions by the Supreme Court of the 

United States.  

While certainly not present in every case, law on the market events are fairly common. Across all cases 

decided by the Supreme Court between the 1999-2013 terms, we identify 79 cases where the share price 

of one or more publicly traded companies moved in direct response to a Supreme Court decision. During 

fifteen years, Supreme Court decisions were responsible for more than $140 billion in absolute changes in 

wealth. Our analysis not only contributes to our understanding of the political economy of judicial 

decisionmaking, but also engages broader event studies of financial markets.  

We also explore the informational efficiency of law as a market by highlighting the speed at which 

information from Supreme Court decisions is assimilated by the market. LOTM events have historically 

exhibited slow rates of information incorporation for affected securities. This implies a market ripe for 

arbitrage through a successful an event-based trading strategy.
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Abstract 
Investors have a plethora of investment options, either directly or indirectly. On top of it, new ways of 

making investment have come up with the advent and development of technology. This is particularly true 

about the mutual fund industry in that a new way of investment in mutual funds by paying a fixed amount 

of money on equal intervals, known as systematic investment plan (SIP). It resembles to a recurring 

deposit scheme of a bank or post office. The SIP has gained a sizable popularity and hence a structured 

study in Indian context is in place. And it is also important to understand and analyze investor’s 

perception and expectations and unveil some extremely valuable information to support financial decision 

making of mutual funds. The objectives of the present paper include comparison of SIP with lump sum 

investment using data envelopment analysis (DEA) and to know the investors perception about different 

investment options (using cluster analysis). No such study has been conducted on comparing SIP with 

lump sum in India. Hence the maiden effort in this direction will be a very useful for the policy makers, 

regulators and fund managers for designing strategies for future implications. Since a sizable population is 

still using the traditional investment options and are deprived of the benefits of SIP, the findings of the 

proposed research would be of immense benefits to the society.
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