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Top Programming Languages 2022

Sources: IEEE Spectrum



Top Programming Languages 2022

Sources: IEEE Spectrum
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Capital IQ Screening
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Board of Directors Information



Visualize



Disagreement Finance:

Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• Chang, Huang, Su, and Tseng (CAR 2021)

• Corporate short-termism is a long-lasting issue:

• 1980s: distort short-term earnings to fend off takeover 

threats

• 2001 dot-com burst: insiders sell shares before stock crash

• Recently: excessive share repurchases to meet earnings 

targets

• Short-termism coincides with high market speculation (Bolton, 

Scheinkman, and Xiong, 2005)

• Anecdotal evidence suggests that short-termism the desire of 

shareholders: Carl Icahn vs. Time Warner & Motorola



Disagreement Finance: Corporate Short-Termism

• Does short-termism reflect a conflict of interest between 

managers vs. shareholders?

• Instead, maybe short-termism reflect optimal behavior in 

response to external capital market imperfections?



Disagreement Finance: Corporate Short-Termism

• Bolton, Scheinkman, and Xiong (2006) model:

• Classical Holmstrom and Tirole (1993) model with market 

speculation.

• Disagreement among stock market investors with short-sale 

constraints leads to speculative components in stock prices 

(Miller, 1977, Morris, 1996, Hong and Stein, 2007).

• Current shareholders design equity-based compensation 

contracts with short-term incentives, hoping to further boost 

stock price and sell to even more optimistic investors 

(Scheinkman and Xiong, 2003).



Disagreement Finance: Corporate Short-Termism

• Short-selling promotes price efficiency and market quality 

(Diamond and Verrecchia, 1987; Beber and Pagano, 2013; 

Boehmer and Wu, 2013).

• Short-selling allows the market to include pessimistic views and 

makes short-termism less attractive to existing shareholders.

• If constraints on short-sales are removed, should observe fewer 

short-termist incentives in CEO compensation.



Disagreement Finance: Corporate Short-Termism

• Given short-sale constraints:

• Firms with high investor disagreement have speculative 

stock prices. Short-sale constraints binding for pessimists 

(Diether, Malloy, and Scherbina, 2002; Chen, Hong, and 

Stein, 2001).

→ High incentives for short-termist compensation

• Firms with low investor disagreement have little market 

speculation. Short-sale constraints less binding.

→ Low incentives for short-termist compensation

• When short-sale constraints are removed, firms with high 

investor disagreement will reduce short-termist incentives in 

CEO compensation more.



Disagreement Finance: Corporate Short-Termism

• Can't regress corporate behavior on SS activities or 

disagreement: endogeneity issues

→ need an exogenous shock

• During 2005 to 2007, SEC conducted a randomized experiment 

by relaxing short-sale constraints for a group of stocks.

• Random assignment of treatment vs. control firms

• Do difference-in-difference tests

• Compare differences in corporate behavior between 

treatment vs. control firms: before, during, and after the 

experiment



Disagreement Finance: Corporate Short-Termism

• Measure CEO compensation duration (CPD) as a weighted 

average vesting periods of compensation components   

(Gopolan et al., 2014).

• For each CEO-year, calculate CPD as follows:



Disagreement Finance: Corporate Short-Termism

• DiD regression:

𝐿𝑜𝑔 𝐶𝑃𝐷 𝑖,𝑡

= 𝛽0 + 𝛽1PILOT𝑖 ∗ DURING𝑡 + 𝛽2PILOT𝑖 ∗ 𝑃𝑂𝑆𝑇𝑡 + 𝛽3PILOT𝑖

+ 𝑿𝑖,𝑡𝜷 + 𝛿𝑡 + 𝜆𝑖 + 𝜀𝑖,𝑡

PRE: indicator variable for years before the experiment.

DURING: indicator variable for years during the experiment

POST: indicator variable for years after the experiment

PILOT: treatment firms in the experiment



Disagreement Finance: Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• The effect of short-sale constraints on CPD should be stronger 

for firms with high market speculation due to disagreement.

• Partition sample firms into high (low) disagreement group if 

fall above the CRSP universe median.

• Three measures of investor disagreement: abnormal turnover, 

analysts forecast dispersion, beta

• All three measures use five years of data before Regulation 

SHO.



Disagreement Finance: Corporate Short-Termism

• Abnormal turnover:

• Kandel and Pearson (1995), Harris and Raviv (1993): 

investors with common information but divergent opinions 

trade excessively

• Scheinkman and Xiong (2003): overconfident investors with 

SS constraints trade with each other leading to bubbles.

• Hong and Stein (1999): slow information diffusion between 

investor groups leads to disagreement and trading.

• Difference in six-months average turnover and the previous 

18-months average turnover (Chen, Hong, and Stein, 2001).



Disagreement Finance: Corporate Short-Termism

• Analysts' earnings forecast dispersion:

• Stocks with high analysts' forecast dispersion earn low 

returns (Diether, Malloy, and Scherbina, 2002)

• Stdev in analysts' EPS forecasts scaled by consensus 

estimate

• Market beta (𝛽)

• Hong and Sraer (2016): More disagreement over high 𝛽
stocks. With SS constraints, high 𝛽 stocks subject to more 

speculation, primarily held by optimists.



Disagreement Finance: Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• Institutional investors have considerable influence over CEO 

compensation (Shleier and Vishny, 1986; Black, 1992).

• Higher institutional influence leads to more incentive-

compatible compensation designs (Hartzell and Starks, 2003)

• Marginal effect of removing SS constraints is larger for firms 

with more institutional investors with short-term horizons.

• When short-sale constraints are removed, firms with more ST-

oriented institutional shareholders increase their CEO 

compensation duration more.



Disagreement Finance: Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• If a change in compensation duration is effective, should see 

changes in CEO behavior.

• Longer CPD incentizes CEOs to take longer views.

• CEOs willing to accept longer CPD have longer trading 

horizons in own companies' stocks.

• Removing short-sale constraints leads to longer CEO horizons.

• Measure CEO trading horizons following Akbas, Jiang, and 

Koch (2018):

• If CEOs trade mostly all buys, or all sales

→ longer trading horizon

• If CEOs trade on both sides

→ shorter trading horizon



Disagreement Finance: Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• Stock repurchases being used to boost stock price in order to 

meet analyst earnings consensus (Almeida, Fos, and Kronlund, 

2016).

• Impatient investors push for quick improvements and payout. 

Over the last decade, S&P 500 firms used 54% of earnings on 

repurchases (Lazonick, 2014).

• Short-term price concerns induce CEOs to do more repurchases 

(Edmans, Fang, and Huang, 2018).

• Removing short-sale constraints should lead to fewer stock 

repurchases.



Disagreement Finance: Corporate Short-Termism



Disagreement Finance: Corporate Short-Termism

• Market speculation has bearings on corporate behavior

• Current shareholders push their managers to be short-term to 

current stock price

• Sell to the next generation of even more optimistic investors

• The origin of short-termism originates from market speculation 

driven by investor disagreement and SS constraints



Thank You !!!
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