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Education


School of Business, University of Utah



Ph.D., Finance, 2013 August
Academic position

Broad College of Business, Michigan State University 

         Full-time faculty, Department of finance, 2019 to present


Trulaske College of Business, University of Missouri 

         Visiting assistant professor, Department of finance, 2017 July to 2019


Zicklin School of Business, Baruch College/CUNY 

         Assistant professor, Department of real estate, 2013 August to 2017 July
Research Interests

Corporate Finance, Corporate Governance, Real Estate Finance
Google Scholar citations    

    376 as of 2019
Teaching Interests

Corporate Finance, Investments, Real Estate Finance, Real Estate Capital Market
Publications
Debt Incentives and Bank Risk-taking (Joint work with Yongqiang Chu) Accepted at Real Estate Economics
ABSTRACT: We examine how executive pension and deferred compensation plans affect bank risk-taking. We show that banks with more inside debt incentives are less likely to approve risky mortgages. Using state individual tax rates as instruments, we show that the effect is likely to be causal. Further evidence shows that the effect comes from both executive pension and deferred compensation plans. This result is robust and statistically significant after controlling for other potential reasons affecting mortgage origination, firm-fixed effect, metropolitan-statistical-area-fixed effect, and year-fixed effect.

How Do Firms Finance Non-Core Investments? Evidence from REITs (Joint work with James Conklin and Moussa Diop, Real Estate Economics 46(2018) 120-159)
ABSTRACT: Using a large sample of commercial property acquisitions by real estate investment trusts (REITs), we show that property investment characteristics affect financing.  Specifically, REITs are 4-8% less likely to use secured (mortgage) debt when investing in core market properties.  The evidence points to a demand-side explanation for the relation between investment characteristics (core vs. non-core) and project financing.  Moreover, our analysis provides support for the hypothesis that firms avoid mortgage financing in core markets to preserve operational flexibility in these markets.

Stock Options and Managerial Incentives for Risk-Taking: Evidence from 

FAS 123R (Joint work with Rachel Hayes and Michael Lemmon, Journal of Financial Economics 105 (2012) 174 - 190)

ABSTRACT: We provide new evidence on the relationship between option-based compensation and risk-taking behavior by exploiting the change in the accounting treatment of stock options following the adoption of FAS 123R in 2005.  The implementation of FAS 123R represents an exogenous change in the accounting benefits of stock options that have no effect on the economic costs and benefits of options for providing managerial incentives.  Our results do not support the view that the convexity inherent in option-based compensation is used to reduce risk-related agency problems between managers and shareholders.  We show that all firms dramatically reduce their usage of stock options (convexity) after the adoption of FAS 123R and that the decline in option use is generally unrelated to proxies for risk-related agency costs.  In addition, there is little evidence that the decline in option usage following the accounting change results in less risky investment and financial policies.
Working papers

Does Customer Concentration Contribute to Corporate Operational Risk? --- Evidence from Corporate Real Estate Holdings (Joint work with Shiang Liu and Shiyi Zhang) R&R at Journal of Real Estate Finance and Economics
ABSTRACT: We present new empirical evidence that higher customer concentration leads to lower corporate real estate holdings at the supplier firm level. Further evidence shows that this effect is causal and more pronounced when the likelihood/impact of losing primary customers is higher or when suppliers have less bargaining power. There are two implications of these empirical results. First, customer-base profile affects supplier firm policy, i.e. corporate real estate holdings. Second, firms with higher operational risk tend to invest less in corporate real estate due to its irreversibility nature. Hence, our evidence is consistent with firms viewing a concentrated customer base as increasing its operational risk.
Unemployment Risk and Accounting Conservatism (Joint work with Yongqiang Chu and Shiang Liu) under review

ABSTRACT: We examine the effect of labor unemployment risk on corporate accounting conservatism by exploring the relationship between unemployment insurance benefits and conservatism. We find that lower perceived unemployment risk (i.e. higher unemployment insurance benefits) is associated with lower conditional conservatism. The effect is more pronounced when employees are more exposed to unemployment risk and when the firms face higher bankruptcy or litigation risk.
The Devil is in the Deceit: Religion and Mortgage (Joint work with James Conklin and Moussa Diop) under review

ABSTRACT: This study explores the impact of religion on mortgage misrepresentation. We provide new empirical evidence that religion, an important social norm, through the channel of enforcing higher ethical standards and inducing higher risk-aversion, is associated with a lower level of appraisal and owner occupancy misrepresentation in the mortgage market. Next, we confirm that low doc loans are not necessarily loans with falsified income and unreported second liens are likely driven by bank behavior such as intended securitization. Furthermore, we show that religion is associated with a lower level of mortgage default, corroborating the notion that religious social norms function as an effective mechanism to reduce mortgage defaults. However, this religion effect is not priced. Finally, for appraisal overstatement, religion is most effective in refinancing mortgages where appraisal plays a more important role.
Quiet Life after the Passing of Director-Liability-Reduction Laws? --- Evidence from Corporate Takeovers (Joint work with Yongqiang Chu and Shiang Liu) preparing for submission

ABSTRACT: We examine the effect of director-liability-reduction (DLR) laws on corporate takeovers. We show that the acquirer return after merger announcement is lower post DLR laws. Furthermore, acquirers also exhibit worse long-term accounting performance after the passing of DLR laws. If the channel were less diligent monitoring, then these results would be more pronounced in acquirers where corporate governance from other areas, such as a competitive business environment, is lower. Using lower cash holding/research & development expense as proxies for a less competitive environment, we confirm that “a quiet lifestyle” might contribute to the less favorable performance in corporate takeovers --- unintended consequences of DLR laws.
Default Risk, Inside Debt and Debt Incentives (Joint work with Joseph Halford) preparing for submission
ABSTRACT: We study the relation between firms' default risk and CEOs' debt incentives. Traditional principal-agent theory suggests that agency costs of debt are primary determinants of the relation. Specifically, firms with higher default risk are likely to face higher agency costs of debt and hence should provide higher debt incentives. Yet other factors affecting risk-taking, such as CEO risk aversion or career concerns, may diminish the need for firms with higher default risk to provide debt incentives. Using a difference-in-differences approach, we find evidence that does not support the agency costs of debt hypothesis but is consistent with the risk-taking hypothesis.  

Risk-Taking in the Mortgage Market (Joint work with James Conklin, Moussa Diop, and Chongyu Wang) preparing for submission

ABSTRACT: There has been abundant research documenting the role mortgage loss played in the economy, especially following the 2008 financial crisis. In this study, we investigate the role that a gambling attitude plays in the mortgage market. Specifically, we research how it affects the probability of mortgage default, subsequent economic loss and the default timeline in conventional mortgages. We provide new empirical evidence that local gambling attitude proxy is positively associated with various risk proxies such as the higher likelihood of default, higher subsequent loss, and lengthy default timelines. Our empirical evidence shows that this gambling atmosphere appears to be priced, i.e. positively related to interest rate upon origination.
The Importance of Location in the Financing of Property Acquisitions by REITs (Joint work with James Conklin and Moussa Diop)
ABSTRACT: We explore the role of location in the financing of commercial real estate acquisitions by real estate investment trusts (REITs).  More specifically, we examine how the location of a property relative to a REIT's main business location affects the financing of that property. We find that REITs are less likely to use mortgage for investments located within the same state as the firm's headquarters.  This result is robust and statistically significant after we control for other potential reasons for mortgage financing and year fixed effects.  Further, within those transactions that involve mortgages, REITs are as likely to use CMBS financing irrespective of property location, evidencing the widespread availability of conduit lenders.

Managerial risk preference and rare risk event 
ABSTRACT: This paper uses a unique dataset of natural disasters, such as earthquakes, floods, storms, volcanic eruptions, and wildfires, to test whether there is a systematic shift in risk preference in response to rare risk events. Specifically, we examine accrual choices managers make when generating corporate financial reports after natural disasters. We find that after natural disasters, affected firms exhibit less risk that financial statements are misrepresented because of overstated (understated) revenue/assets (expenses/liabilities) and more accounting conservatism. We also find that accruals of affected firms post-disaster exhibit smaller deviations from expectations. Cross-sectionally, firms experiencing bigger disaster impacts and more liquidity shocks are associated with an improvement in accrual quality. Overall, we show that an act of nature over which management has little or no control can influence accounting choices.
Why Do Firms Use Non-Executive Stock Option Plans: Evidence from FAS 123R
ABSTRACT: Firms trade off both economic and accounting reasons when deciding whether to grant non-executive stock options. We show new evidence on whether non-executive stock option plans are used to provide incentives and retention motivations by exploiting FAS 123R. Regulation FAS 123R requires that all firms changed from disclosing stock option compensation costs only in financial statement footnote to reporting stock option compensation expense at fair value on the income statement. The adoption of FAS 123R represents an exogenous change in the accounting benefit while leaving any economic benefits and costs of options unchanged. Our results show that firms substantially decrease their use of stock options and this decline is strongly correlated with a proxy for the accounting effect of option expensing. Further, the decline in option use does not have any significant effects on firm performance and employee behavior. Overall after FAS 123R, the accounting cost of options now outweighs the economic benefits, and firms reduce their usage of options.
Presentations
“Stock Options and Managerial Incentives for Risk-Taking: Evidence from FAS 123R”, European Winter Finance Conference (January 2011)
“Why Do Firms Use Non-Executive Stock Option Plans: Evidence from FAS 123R”, Fordham University (November, 2012), Louisiana State University (January, 2013), Michigan State University (January, 2013), Northeastern University (November, 2012), Purdue University (January, 2013), University of North Carolina at Greensboro (January, 2013), Yeshiva University (January, 2013)
Default Risk, Inside Debt and Debt Incentives, Brownbag at University of Utah (2011 August), University of Exeter (presented by coauthor, September 2012), Baruch College (January 2013)
The role of inside debt in the optimal structure of executive pay – An analysis with the Merton (1974) model, Brownbag at University of Utah (May 2012)
Debt Incentives and Bank Risk-taking, Baruch College (Oct 2016)
The Importance of Location in the Financing of Property Acquisitions by REITs, Baruch College (Feb 2016), AREUEA National Conference (June 2016), AREUEA-ASSA Conference (Jan 2017)
Professional Service

Referee for Journal of Financial and Quantitative Analysis, Journal of Accounting and Economics, Journal of Corporate Finance, Journal of Real Estate Finance and Economics, Real Estate Economics, Journal of Business Finance and Accounting, Journal of Behavioral Finance

Program committee member and chairperson for the 2014 Financial Management Association Annual Conference

Honors and Awards

• University of Utah DESB Fellowships, 2008 – 2013

• University of Utah Graduate Research Fellowships, 2012 – 2013

• American Finance Association Student Travel Award, 2011

• PSC-CUNY Research Award 2015

• PSC-CUNY Research Award 2017
Discussions
“Small Business Vulnerability in the Face of Natural Disasters: The Case of Hurricane Sandy and New York City” by Ingrid Gould Ellen and Rachel Meltzer, AREUEA National Conference, 2017

“A Comprehensive Look at Short-Term Rentals: A Spatial Economic Analysis of Seattle” by Nestor Garza and Christopher Hooton, AREUEA National Conference, 2017

 “Modelling the US Swap Spread” by Chung Hon-Lun, Chan Wai-Sum, and Batten Jonathan. FMA Asian Meeting, Xiamen, China, 2009
Programming Skills

SAS, Matlab, Stata

Teaching

2009-2012
Math Boot Camp, School of Business, University of Utah
2011 

FINA 4040 Intermediary Corporate Finance, School of Business, University of Utah
    2013

         RES 3400 Real Estate Capital Market, Baruch College/CUNY
    2014

         RES 3400 Real Estate Capital Market, Baruch College/CUNY

         RES 9980 Real Estate Entrepreneurship, Baruch College/CUNY
    2015

         RES 3400 Real Estate Capital Market, Baruch College/CUNY
    2016

         RES 3400 Real Estate Capital Market, Baruch College/CUNY

         RES 3200 Property Investment and Financing, Baruch College/CUNY

    2017

         FIN 4010 Financial Management, University of Missouri

         FIN 4500 Principles of Real Estate, University of Missouri

    2018

         FIN 4010 Financial Management, University of Missouri

         FIN 4500 Principles of Real Estate, University of Missouri

         FIN 4520 Real Estate Investment, University of Missouri

         FIN 8310 Financial Database and Analysis, University of Missouri

         FIN 8312 Financial Modeling, University of Missouri

    2019

         FIN 4010 Financial Management, University of Missouri

         FIN 4500 Principles of Real Estate, University of Missouri

         FIN 8310 Financial Database and Analysis, University of Missouri

         FIN 8312 Financial Modeling, University of Missouri

    2019

         FI 311 Financial Management, Michigan State University

    2020

         FI 311 Financial Management, Michigan State University

Administrative service

Baruch College, Department of Real Estate Executive Committee, 2013, 2014, 2015, 2016
Baruch College, BBA Learning Assurance Committee, 2013, 2014

Baruch College, Department of Real Estate Seminar Committee, 2014, 2015, 2016
Baruch College, Undergraduate Curriculum Committee, 2015, 2016

Baruch College, Graduate Curriculum Committee, 2015, 2016
References
	Jeffrey L. Coles
Professor, Finance Department, University of Utah 
Samuel S. Stewart, Jr. Presidential Chair in Business, School Of Business, University of Utah 
David Eccles Chair of Finance, Finance Department, University of Utah 

Phone: 801-587-9093
Email: jeff.coles@eccles.utah.edu
	Michael Cooper

Professor, Finance Department, University of Utah 
A. Blaine Huntsman Presidential Chair in Finance, Finance Department, University of Utah 

The Sam Stewart Presidential Chair, University of Utah
Phone: 801-585-6258
Email: mike.cooper@utah.edu

	Yongqiang Chu

Professor of Finance,
Childress Klein Distinguished Professor of Real Estate and Urban Economics
Moore School of Business,
University of North Carolina at Charlotte
Phone: 704-687-5141
Email: yongqiang.chu@uncc.edu
	Xudong An

Principal Financial Economist,

Federal Reserve Bank of Philadelphia

Phone: 215-574-4324
Email: Xudong.An@phil.frb.org


Page 4 of 6

