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WHqUSM6EdAxfCMXSLRiiPDuu2bhcQ==&uniplatform=NZKPT
Do Chinese firms speculate during high economic policy uncertainty?

Evidence from wealth management products / Jin Huang , Yong Jin ,Yang Duan ,
Yanling She

#E: It has been well-documented that policy-related uncertainty has significant
economic consequences. Studies show that US firms tend to delay investments and be
conservative during periods of high economic policy uncertainty (EPU), but findings
regarding Chinese firms suggest that they seem to act speculatively. This study
examines the impact of policy uncertainty on firms' bank wealth management product
(WMP) purchasing and helps better understand firm behaviour during high EPU. Using
Chinese listed firms' bank WMPs purchasing data, we find that high EPU is associated
with a higher probability of bank WMPs being purchased. Moreover, a 100% increase
in EPU is associated with an 11.14% increase in average bank WMP holdings in the
sample. We provide evidence that Chinese firms are not speculative, but prudent, and
use bank WMP holdings to hedge the risk of policy uncertainty. Additionally, we show
that financial constraints are the channels through which EPU affects bank WMP
holdings.
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FIE K 2484 International Review of Financial Analysis
https://www.sciencedirect.com/science/article/pii/S1057521923001552

Fund ownership, wealth, and risk-taking: Evidence on private equity
managers / Carsten Bienz , Karin S. Thorburn , Uwe Walz

#E: Private equity (PE) managers are required to invest their own money in the
funds they manage. We examine the incentive effects of this ownership on the delegated
acquisition decision. A simple model shows that PE managers select less risky firms
and use more debt, the higher their ownership. We test these predictions for a sample
of Norwegian PE funds, using managers’ wealth to capture their relative risk aversion.
As predicted, the target company’s cash-flow risk decreases and leverage increases with
the manager’s ownership scaled by wealth. Moreover, the overall portfolio risk
decreases with ownership, mitigating widespread concerns about excessive risk-taking.

K819 Private equity ; Incentives ; Fund manager ; Ownership ; Risk-taking ;
Wealth

FIE R 44 Journal of Financial Intermediation

https://www.sciencedirect.com/science/article/pii/S1042957323000086
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