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Complex Emotions and Bitcoin Pricing

Flov

R, MAEL A & TR

Abstract

Abstract: We examine how investor emotions and Bitcoin price influence each other using
high-frequency data and NLP analysis. Emotions regarding Bitcoin are extracted from a popular
online chatting window at one of the largest cryptocurrency exchanges in Korea. To control for
global factors, we analyze relative Bitcoin prices, Korean premium, the differences between Korean
exchange and other globa prices. We aggregate intraday high-frequencydata at five-minute intervals
from October 8, 2017 to January 23, 2018. The identified emotions predict the return and volatility
of Korean premium five minutes ahead. The results are economically significant: simple trading
strategies using the relationship between emotions and Bitcoin prices generate profits. Consequently,
investor emotions drive Bitcoin prices, suggesting irrational crypto-markets that rational speculators

can exploit, but policy makers need to address.

Keywords: Bitcoin; Investor Sentiment; Online Chatting; Natural Language Processing; Multi-Class
Emotions, High Frequency Data

JEL Classification: G10
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fAetietnw 7 dstal w4, E-mal: E-mail: joonchae@snu.ac.kr
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Product Market Competition, Business Groups, and Stock
returns. Evidence from U.S-Korea Free Trade Agreement

Doowon Ryu

Abstract

This paper empirically shows that stock returns of firms in business groups are significantly lower
than non-business group firms when the product market competition increases. Using the U.S.-Korea
Free Trade Agreements as an exogenous shock, we examine the effect of the changes in product
market competition on the stock returns of business groups. Difference-in-difference-in-differences
estimations support the casual impact of product market competition on stock returns of business
groups. Overall, the results support the creative self-destruction theory for stock returns. Moreover,
we suggest evidence that large business groups, such as chaebol may can reduce the external risk

through the internal capital market.

Keywords. Creative (self) destruction theory, Difference-in-Difference-in-Differences (DDD), Business
groups, Product Market Competition, Schumpeterian, U.S.-Korea Free Trade Agreement

* Korea Univerdty Business School, LP616, 145 Anam-ro, Seongbuk-gu, Seoul 02841, Republic of Koreg, Td: +82-2-3290-2892,
E-mail: lyucreon@korea.ac.kr



Corporate real estate ownership and stock price crash risk

Sanghak Choi?, Hail Jung®, Junyoup Lee”, Sanggeum Woo®

Abstract

We investigate how the variation in the corporate real estate ownership (CREO)affects the future
stock price crash risk. Using a large sample of US firms real estate ownership and the crash risk
information, we provide novel empirical evidence that as the firm increases the corporate real estate
holdings, the future stock price crash risk decreases. Our main finding ill holds after various robustness
tests, including change analysis, PSM and coefficient stability test. Further analysis shows that the
effect of CREO on the future stock price crash risk disappear during the financial crisis. These
resultsindicate that the increased collateral amount decreases the firm-specific default risk, which
reduces the manager’s bad news hoarding behavior to manifest.

Keywords: Corporate real estate ownership, stock price crash risk, default risk

JEL Classification: G30, G33, R30

a) School of Management Engineering, Ulsan Nationd Ingtitute of Science and Technology, UNIST-gil 50, Ulsan 44919, Republic
of Korea

b) School of Business Administration, Ulsan Nationa Indtitute of Science and Technology, UNIST-gil 50, Ulsan 44919, Republic
of Korea



A Study on the Internal Control of Financial Companies:
Focusing on the Compliance Officer System’

Hyung Geun Park , Jae Choon Lee

Summary

The compliance officer system of Korean financial institutions was introduced amid the Asian
financial crisis, and it was legaly institutionalized, unlike the existing internal control system of
financial institutions. We and the compliance officer system are designed to prevent fraud or unfair
internal transactions in advance, effectively reducing the regulatory risk that inevitably accompanies
the operation of financia institutions in an ex post facto manner. However, it is now questionable
whether the system is operating effectively to the purpose of such a system. In response, we anadyzed
the environmenta and cultura aspects, the operationa aspects of the compliance divison, the compliance
monitoring activities, the compliance education and the reporting system through the empirical analyss
of the questionnaire methods for domestic financial institutions, and proposed problems with the

current compliance officer system and measures to improve the compliance officer system.

Keyword: Internal control system, compliance officer system

*  This paper has been modified and supplemented by the first author, Park Hyung-geun's doctoral dissertation.
**  Korea Management Culture Research, Senior Researcher
*** Gangdong University, Professor
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Do Macroeconomic Factors Affect Stock Prices?. Evidence
from Mongolian Stock Market

Unyong Pyo', Orgilbold Battuul?>, Yong Jae Shin®

Abstract

This study examines the relationship between stock prices and macroeconomic factors in Mongolia
and helps understand one of newly emerging markets: Mongolian stock market. Using monthly data
from January 2000 to December 2016, we analyze the causal relationship between the stock market
index and macroeconomic factors referred as macroeconomic variables in Mongolia. The study employs
unit root test, impulse response anaysis, variance decomposition anaysis, and the Granger causdlity
test based on the VAR model approach. We find that money supply has positive impacts on the
stock market index and suggest that the money supply leads to stock market index in terms of
the Granger causality. The results of the study imply that the global financial crisis triggered in
the U.S. in 2008 has significant impacts on the relation between the stock market and macroeconomic

factors in emerging markets.

Key Words: Stock price, Macroeconomic factor, VAR model, Unit root test, Granger causality test

JEL Classfication: G13; G32

1 Unyong Pyo, Goodman School of Business, Brock University, St. Catharines, Ontario, L2S3A1, Canada. Td: (905) 688-5550
ext. 3147, Fax: (905) 378-5723, e-mail: upyo@brocku.ca

2 Orgilbold Battuul, Takh Chikher Jsc, Mongolia, e-mail: orgilbold44@yahoo.com.

3 Corresponding author: Yong Jee Shin, Department of Business Adminigtration, Hankyong Nationd University, Anseong, 17579,
South Korea, Te: (031) 670-5226, Fax: (031) 670-5229, e-mail: yjshin@hknu.ac.kr.
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Customer Concentration and Firm Risk: The Role of Directors
from Customers

Taeyeon Kim*

Abstract

This paper examines the effect of independent directors from major customers on suppliers’ risk
arising from customer concentration. Using a sample of US suppliers over the 2001-2016 period,
we find that a positive relationship between customer concentration and suppliers’ risk is weakened
when customers' representatives sit on the suppliers' board as independent directors. We further
show that the presence of customer-affiliated independent directors is positively related to suppliers
aggressive financia policies. Our results suggest that customers board membership at suppliers helps
dleviate the customer concentration risk by strengthening the supplier.customer relationship and reducing

their information asymmetry.

Keywords. Customer concentration; Firm risk; Interlocked board; Independent directors;
Relationship-specific investments; Information asymmetry
JEL Classfications: G30; G32; G34

* PhD Candidate in Finance, College of Business, Korea Advanced Indtitute of Science and Technology (KAIST); 85 Hoegi-ro,
Dongdaemun-gu, Seoul 02455, Korea; Telephone: +82-2-958-3617. Email: ktyOO4002@kaist.ac.kr



Do Economic and Technical Variables matter on Equity
Premium Forecasting?. An Evidence of the Korean Stock
Markets

Han Bid Lee , Jong Won Park

Abstract

Stock return forecasting is a long-lasting issue in the field of finance. This study investigates
on the equity premium predictability of economic and technical indicators in the Korean capital
markets. To this end, a set of 33 technical and 14 economicvariables is selected for KOSPI 200
and KOSDAQ index and the principal components of these variables are extracted by principal
component analysis (PCA). Then, based on a standard predictive regresson framework, the predictability
of the variables and principa components on the equity premium and the investor sentiment are
examined. Also, the relationship between investor sentiment and the equity premium is tested. Mgjor
results of this study are as follow: First, economic variables have a strong predictive power on
equity premium compared to technical variables. Second, technical indicators better detect the changes
in sentiment of investors than the economic variables do. Third, explanatory powers of technical
indicators on the investor sentiment are significant in the business expansions than in the recessions
and in the market of KOSDAQ than in the KOSPI.

Keywords: Equity premium, Predictability, Economic variables, Technica indicators, Principa
component analysis, Investor sentiment
JEL classfication: G11, G12, G40

This work was supported by the National Research Foundation of Korea Grant funded by the Korean Government
(NRF-201807202004). This paper is revised from the thesis paper of the main author.

College of Business Administration, University of Seoul, Seoul, 02504 Rep. of Korea. Email: diorhomm@naver.com
*** College of Business Administration, University of Seoul, Seoul, 02504 Rep. of Korea Email: parkjw@uos.ac.kr
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Noise traders, mispricing, and price adjustments in derivatives
markets

REQ, ¥4

lok

Abstract

This study examines price disagreements and adjustments between actual futures prices and
options-implied futures prices in an elaborate setting. We identify which market triggers each type
of price disagreement and find that the market that initiates the disagreement adjusts more to eiminate
the mispricing. Futures prices adjust less for options-initiated price disagreement events with
out-of-the-money (OTM) options-implied prices than they do for events with at-the-money (ATM)
prices. Options markets adjust more for disagreements initiated by OTM options than they do for
disagreements initiated by ATM options. Adjusments in both the futures and options markets congstently
suggest the information inferiority of OTM options trading. We also find that price disagreements
are pogtively correlated with the participation of domegtic investors, especidly for OTM options-initiated
disagreement events, implying that domestic traders are noisier and more uninformed than foreign

investors are.

Kewyord: cost-of-carry; domestic investor; market efficiency; noise trading; price adjustment; price
disagreement; put-call parity

* Adaista A A S}, sharpjin@skku.edu
st 5] 2 FREAA SASHL, yhj427@dongguk.ac.kr
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The IPO Underpricing Between Ventures and Non-Ventures
in KOSPI and KOSDAQ Markets

Chi Seung Song, Won Keun Choi
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This paper studies investment strategies in maritime markets by using the fact that ship prices
and operating profits are cointegrated. To conduct empirical analysis, we select Panamax 76K 5-year
second-hand prices and 1-year timecharter rates, and then define their linear combination as log
price-charter ratio. We find that aimogt al variation in the price-charter rates corresponds to changing
expectations in returns. This finding implies that prices tend to move toward operating profits in
the cointegration context, because the mean reversion in the price-charter ratios arises mainly from
ship prices. The implication is that the price-charter ratios can be used to schedule ship investment
timing. When the systematic risk comes up unexpectedly, one preemptive action to lower additional

losses is to liquidate ships right away before ship prices plummets subsequently.

71 E: Maitime market Present vaue; Investment Mean reversion Predictability; Cointegration

a WA A4, S=AtabE] g AL leeht@kamco.or.kr
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“Crime and Punishment”: Firm and Market Reaction to
Corporate Prosecutions

Hyun-Do Kim*

Abstract

This paper examines the impacts of corporate crimes on its cash holdings and investment. Using
a unique dataset from Corporate Prosecution Registry created by University Virginia School of Law,
and Duke University School of Law, | find that companies experience (cumulative) negative abnormal
returns around the announcement of corporate prosecutions. More importantly, | find that companies
significantly increase their cash holdings and reduce their capital investment after the prosecutions
in order to prepare for the uncertainty arisen from them. In addition, companies do not exploit
the notion of “whitewashing” from corporate social activities, and due to the damaged reputation,

they experience increased cost of debt financing after the prosecutions.

Keyword: Corporate prosecution, cash holdings, capital investment, cost of debt

* Korea Advanced Institute of Science and Technology (KAIST), justgo@bus ness.kaist.ac.kr
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Longevity externality from preventive costs and the optimal
asset allocation

Byung-June Kim(POSTECH)', Bong-Gyu Jang(POSTECH) ™~

Abstract

We introduce a model in which preventive costs aect individual welfare through longevity and
derive the characteristics of longevity externality in equilibrium. In our model, an individual can
increase higherlife expectancy by paying preventive costs, and so, he/she consumes and invests
considering it. We show the effect of the preventive costs on the optimal consumption and demands
for annuities, life insurance, and health insurance. As wealth increases, the margina utility of life
extension decreases slowly while the marginal utility of consumption decreases rapidly.

Prevention-elasticity of mortality and morbidity, which have dierent values in dierent countries,

determines longevity externality. This analysis also gives us economic insight into moral hazards
from longevity externality.

Key words : longevity externdity, margina utility of life extension, lifetime portfolio, equilibrium
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