
∣∣VOL. 56, NO. 1 February 2021

V
O

L. 56, N
O

. 1
F

ebruary 2021

More Cash, Less Innovation: The Effect of the American Jobs Creation Act 
on Patent Value
Heitor Almeida, Po-Hsuan Hsu, Dongmei Li, and Kevin Tseng

Will I Get Paid? Employee Stock Options and Mergers and Acquisitions
Ilona Babenko, Fangfang Du, and Yuri Tserlukevich

Option-Based Estimation of the Price of Coskewness and Cokurtosis Risk
Peter Christoffersen, Mathieu Fournier, Kris Jacobs, and Mehdi Karoui

Trading in Fragmented Markets
Markus Baldauf and Joshua Mollner

Board Gender Diversity and Corporate Innovation: International Evidence
Dale Griffin, Kai Li, and Ting Xu

Corporate Innovation: Do Diverse Boards Help?
Heng An, Carl R. Chen, Qun Wu, and Ting Zhang

Do (Should) Brokers Route Limit Orders to Options Exchanges  
That Purchase Order Flow?
Robert Battalio, Todd Griffith, and Robert Van Ness

Does Political Corruption Impede Firm Innovation? Evidence from the 
United States
Qianqian Huang and Tao Yuan

Financial Flexibility: At What Cost?
Mark J. Garmaise and Gabriel Natividad

Less Popular but More Effective Toeholds in Corporate Takeovers
Yun Dai, Sebastian Gryglewicz, and Han T. J. Smit

Does Board Independence Increase Firm Value? Evidence from  
Closed-End Funds
Matthew E. Souther

Tri-Party Repo Pricing
Grace Xing Hu, Jun Pan, and Jiang Wang

Hendrik Bessembinder

Jennifer Conrad

Mara Faccio

Jarrad Harford

Paul Malatesta

Published by Cambridge University Press for 
the University of Washington Michael G. Foster 
School of Business in cooperation with the 
Arizona State University W. P. Carey School of 
Business, Purdue University Krannert School 
of Management, and the University of North 
Carolina Kenan-Flagler Business School

https://doi.org/10.1017/S0022109020000903  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109020000903


https://doi.org/10.1017/S0022109020000903  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109020000903


JOURNAL OF F INANC IAL AND QUANT I TAT IVE ANALYS IS
A PUBLICATION OF THE UNIVERSITY OF WASHINGTON MICHAEL G. FOSTER SCHOOL OF BUSINESS

IN COOPERATION WITH THE ARIZONA STATE UNIVERSITY W. P. CAREY SCHOOL OF BUSINESS
AND THE UNIVERSITY OF NORTH CAROLINA KENAN-FLAGLER BUSINESS SCHOOL

VOL. 55, NO. 5, AUGUST 2020

Can Corporate Income Tax Cuts Stimulate Innovation? . . . . . . . . . . . . . . . . . . . . . . . . . . 1415
Julian Atanassov and Xiaoding Liu

The Speed of Information and the Sell-Side Research Industry . . . . . . . . . . . . . . . . . . . 1467
Daniel Bradley, Jonathan Clarke, and Linghang Zeng

Leverage and the Beta Anomaly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1491
Malcolm Baker, Mathias F. Hoeyer, and Jeffrey Wurgler

Media Coverage and IPO Pricing around the World . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1515
Yangyang Chen, Abhinav Goyal, Madhu Veeraraghavan, and Leon Zolotoy

Short-Sale Constraints and Options Trading: Evidence from Reg SHO . . . . . . . . . . . . . 1555
Yi-Wen Chen, Sheng-Syan Chen, and Robin K. Chou

Investor Sentiment and Employment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1581
Maurizio Montone and Remco C. J. Zwinkels

Asset Redeployability, Liquidation Value, and Endogenous Capital Structure
Heterogeneity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1619
Antonio E. Bernardo, Alex Fabisiak, and Ivo Welch

Do Informal Contracts Matter for Corporate Innovation? Evidence from
Social Capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1657
Atul Gupta, Kartik Raman, and Chenguang Shang

The Ownership Complaint Gap: Mutual versus Stock Intermediaries . . . . . . . . . . . . . . . 1685
Jiang Cheng, Wenlan Qian, and David M. Reeb

Partisan Bias in Fund Portfolios . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1717
M. Babajide Wintoki and Yaoyi Xi

Can Corporate Income Tax Cuts Stimulate Innovation? - ERRATUM . . . . . . . . . . . . . . . 1755
Julian Atanassov and Xiaoding Liu

https://doi.org/10.1017/S0022109020000289
D

ow
nloaded from

 https://w
w

w
.cam

bridge.org/core. SPI Typesetters, on 11 Aug 2020 at 14:48:39, subject to the Cam
bridge Core term

s of use, available at https://w
w

w
.cam

bridge.org/core/term
s.

VOL. 56, NO. 1, FEBRUARY 2021

More Cash, Less Innovation: The Effect of the American Jobs Creation Act on  
Patent Value  ........................................................................................................................   1
Heitor Almeida, Po-Hsuan Hsu, Dongmei Li, and Kevin Tseng

Will I Get Paid? Employee Stock Options and Mergers and Acquisitions  .........................   29
Ilona Babenko, Fangfang Du, and Yuri Tserlukevich

Option-Based Estimation of the Price of Coskewness and Cokurtosis Risk  .....................   65
Peter Christoffersen, Mathieu Fournier, Kris Jacobs, and Mehdi Karoui

Trading in Fragmented Markets  ........................................................................................   93
Markus Baldauf and Joshua Mollner

Board Gender Diversity and Corporate Innovation: International Evidence  ....................   123
Dale Griffin, Kai Li, and Ting Xu

Corporate Innovation: Do Diverse Boards Help?  ............................................................   155
Heng An, Carl R. Chen, Qun Wu, and Ting Zhang

Do (Should) Brokers Route Limit Orders to Options Exchanges  
That Purchase Order Flow?  ............................................................................................   183
Robert Battalio, Todd Griffith, and Robert Van Ness

Does Political Corruption Impede Firm Innovation? Evidence from the United States  ......   213
Qianqian Huang and Tao Yuan

Financial Flexibility: At What Cost?  .................................................................................   249
Mark J. Garmaise and Gabriel Natividad

Less Popular but More Effective Toeholds in Corporate Takeovers  .................................   283
Yun Dai, Sebastian Gryglewicz, and Han T. J. Smit

Does Board Independence Increase Firm Value? Evidence from  
Closed-End Funds  ..........................................................................................................   313
Matthew E. Souther

Tri-Party Repo Pricing  .....................................................................................................   337
Grace Xing Hu, Jun Pan, and Jiang Wang

A PUBLICATION OF THE UNIVERSITY OF WASHINGTON MICHAEL G. FOSTER SCHOOL OF BUSINESS  
IN COOPERATION WITH THE ARIZONA STATE UNIVERSITY W. P. CAREY SCHOOL OF BUSINESS,  

THE PURDUE UNIVERSITY KRANNERT SCHOOL OF MANAGEMENT,  
AND THE UNIVERSITY OF NORTH CAROLINA KENAN-FLAGLER BUSINESS SCHOOL

https://doi.org/10.1017/S0022109020000903  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109020000903


Warren Bailey
Cornell University

Gurdip Bakshi
Temple University

Turan Bali
Georgetown University

Murillo Campello
Cornell University

Riccardo Colacito
University of North Carolina 
at Chapel Hill

Jeffrey Coles
University of Utah

Ran Duchin
Boston College

Vivian Fang
University of Minnesota

Wayne Ferson
University of Southern 
California

Todd Gormley
Washington University in 
St. Louis

Allaudeen Hameed
National University of 
Singapore

Marcin Kacperczyk
Imperial College London

Jonathan Karpoff
University of Washington

Kai Li
University of British Columbia

Francis Longstaff
University of California at 
Los Angeles

Ronald Masulis
University of New South 
Wales

John McConnell
Purdue University

Robert McDonald
Northwestern University

R. David McLean
Georgetown University

Darius Palia
Rutgers University

Neil Pearson
University of Illinois at 
Urbana-Champaign

George Pennacchi
University of Illinois at 
Urbana-Champaign

Jeffrey Pontiff
Boston College

Matthew Ringgenberg
University of Utah

Jay Ritter
University of Florida

Bryan Routledge
Carnegie Mellon University

Paul Schultz
University of Notre Dame

Chester Spatt
Carnegie Mellon University

Kumar Venkataraman
Southern Methodist 
University

Yuhai Xuan
University of California at 
Irvine

David Yermack
New York University

Lu Zhang
Ohio State University

Guofu Zhou
Washington University in  
St. Louis

PRODUCTION EDITOR
Wendy Katz
University of Washington

BUSINESS MANAGER
Susan Huot
University of Washington

Stephen Brown
New York University

Mark Grinblatt
University of California at Los Angeles

MANAGING EDITORS

ASSOCIATE EDITORS

ADVISORY EDITORS

The Journal of Financial and Quantitative Analysis (ISSN 0022-1090), Michael G. Foster School 
of Business, University of Washington, 810C Condon Hall, UW Box 353200, Seattle, WA 98195-
3200, is published 8 times a year in February, March, May, June, August, September, November, 
and December by Cambridge University Press, One Liberty Plaza, 20th Floor, New York, NY 
10006/Cambridge University Press, University Printing House, Shaftesbury Road, Cambridge 
CB2 8BS, UK for the University of Washington Michael G. Foster School of Business in cooper-
ation with the W. P. Carey School of Business at Arizona State University, the Krannert School of 
Management at Purdue University, and the Kenan-Flagler Business School at the University of 
North Carolina. Periodicals Postage Paid at New York, NY and additional mailing offices. POST-
MASTER: Send address changes to Journal of Financial and Quantitative Analysis, Cambridge 
University Press, One Liberty Plaza, 20th Floor, New York, NY 10006, USA.

Copyright 2021, Michael G. Foster School of Business, University of Washington

Hendrik Bessembinder
Arizona State  
University

Jennifer Conrad
University of  
North Carolina

Mara Faccio
Purdue University

Jarrad Harford
Paul Malatesta
University of Washington

https://doi.org/10.1017/S0022109020000903  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109020000903


JOURNAL OF F INANC IAL AND QUANT I TAT IVE ANALYS IS

PHONE: (206) 543-4598 University of Washington
FAX: (206) 616-1894 Michael G. Foster School of Business
E-MAIL: jfqa@uw.edu 810C Condon Hall UW Box 353200
URL: jfqa.org Seattle, WA 98195-3200 USA

VOL. 55, NO. 5, AUGUST 2020

PURPOSE AND FOCUS
The Journal of Financial and Quantitative Analysis (JFQA) publishes theoretical and empirical research
in financial economics. Topics include corporate finance, investments, capital and security markets, and
quantitative methods of particular relevance to financial researchers. Opinions expressed in the JFQA
are those of the authors and do not necessarily reflect those of the University of Washington Michael G.
Foster School of Business. For submissions queries, please write, call, fax, or e-mail the JFQA office.
For all other information related to the journal, please contact Cambridge Journals Customer Services:
Cambridge University Press, One Liberty Plaza, 20th Floor, New York, NY 10006, USA, cambridge.org/jfqa

SUBMISSIONS www.editorialmanager.com/jfqa
It is JFQA policy to give prompt attention to all submitted manuscripts. Consistent with this
policy, honoraria are paid to referees who provide timely reviews. Submit manuscripts online
(www.editorialmanager.com/jfqa). Payment is required at the time of submission. Please consult the
journal website for current submission details. Manuscripts are considered for publication on the
understanding that they have not been previously published in whole or in part, and are not being
simultaneously considered for publication elsewhere.

SUBSCRIPTIONS cambridge.org/jfqa
For individuals or institutions interested in a single journal subscription in 2020, please contact Cambridge
Journals Customer Services. In the U.S., Canada, or Mexico, subscription fees are payable in U.S. dollars:
journals_subscriptions@cambridge.org. Elsewhere in the world, subscription fees are payable in U.K.
pounds sterling: journals@cambridge.org

2020 Annual Subscription Fees
Volume 55: February, March, May, June, August, September, November, and December

Category Access Type Price
Organizational Online & Print $829/£469
Organizational Print only $844/£455
Organizational Online only $639/£383
Individual Online & Print $148/£82
Individual Print only $125/£66
Individual Online only $105/£60
Student Print only $33/£23

RIGHTS AND PERMISSIONS
All rights reserved. No part of this publication may be reproduced, in any form or by any means,
electronic, photocopying, or otherwise, without permission in writing from Cambridge University
Press. General enquiries from the USA, Mexico, and Canada should be addressed to the New
York office of Cambridge University Press cambridge.org/us/information/rights/contacts/newyork.htm;
general enquiries from elsewhere should be addressed to the Cambridge office cambridge.org/
uk/information/rights/contacts/cambridge.htm; permission enquiries from Australia and New Zealand
should be addressed to the Melbourne office cambridge.org/uk/information/rights/contacts/australia.htm;
enquiries regarding Spanish language translation rights (only) should be addressed to the Madrid
office cambridge.org/uk/information/rights/contacts/madrid.htm. Photocopying information (for users in
the USA): Copying for internal or personal use beyond that permitted by Sec. 107 or 108 of the U.S.
Copyright Law is authorized for users duly registered with the Copyright Clearance Center (CCC),
provided that the appropriate remittance is paid directly to: CCC, 222 Rosewood Drive, Danvers, MA
01923, USA. Specific written permission must be obtained for all other copying; contact the nearest
Cambridge University Press office.

https://doi.org/10.1017/S0022109020000289
D

ow
nloaded from

 https://w
w

w
.cam

bridge.org/core. SPI Typesetters, on 11 Aug 2020 at 14:48:39, subject to the Cam
bridge Core term

s of use, available at https://w
w

w
.cam

bridge.org/core/term
s.

VOL. 56, NO. 1, FEBRUARY 2021

PURPOSE AND FOCUS
The Journal of Financial and Quantitative Analysis (JFQA) publishes theoretical and empirical research 
in financial economics. Topics include corporate finance, investments, capital and security markets, and 
quantitative methods of particular relevance to financial researchers. Opinions expressed in the JFQA 
are those of the authors and do not necessarily reflect those of the University of Washington Michael G. 
Foster School of Business. For submissions queries, please write, call, fax, or e-mail the JFQA office.  
For all other information related to the journal, please contact Cambridge Journals Customer Services: 
Cambridge University Press, One Liberty Plaza, 20th Floor, New York, NY 10006, USA.

SUBMISSIONS	 www.editorialmanager.com/jfqa
It is JFQA policy to give prompt attention to all submitted manuscripts. Consistent with this policy, honoraria 
are paid to referees who provide timely reviews. Submit manuscripts online (www.editorialmanager.com/jfqa). 
Payment is required at the time of submission. Please consult the journal website for current submis-
sion details. Manuscripts are considered for publication on the understanding that they have not been 
previously published in whole or in part, and are not being simultaneously considered for publication 
elsewhere.

SUBSCRIPTIONS	 cambridge.org/jfqa
For individuals or institutions interested in a single journal subscription in 2021, please contact  
Cambridge Journals Customer Services. In the U.S., Canada, or Mexico, subscription fees are payable 
in U.S. dollars: journals_subscriptions@cambridge.org. Elsewhere in the world, subscription fees are 
payable in U.K. pounds sterling: journals@cambridge.org

2021 Annual Subscription Fees
Volume 56: February, March, May, June, August, September, November, and December

Category	 Access Type	 Price
Organizational	 Online & Print	 $871/£493
Organizational	 Print only	 $887/£478
Organizational	 Online only	 $671/£403
Individual	 Online & Print	 $156/£87
Individual	 Print only	 $132/£70
Individual	 Online only	 $111/£63
Student	 Print only	 $35/£25

RIGHTS AND PERMISSIONS
All rights reserved. No part of this publication may be reproduced, in any form or by any means,  
electronic, photocopying, or otherwise, without permission in writing from Cambridge University Press. 
General enquiries from the USA, Mexico, and Canada should be addressed to the New York office  
of Cambridge University Press cambridge.org/us/information/rights/contacts/newyork.htm; general 
enquiries from elsewhere should be addressed to the Cambridge office cambridge.org/uk/information/
rights/contacts/cambridge.htm; permission enquiries from Australia and New Zealand should be 
addressed to the Melbourne office cambridge.org/uk/information/rights/contacts/australia.htm; enqui-
ries regarding Spanish language translation rights (only) should be addressed to the Madrid office  
cambridge.org/uk/information/rights/contacts/madrid.htm. Photocopying information (for users in the 
USA): Copying for internal or personal use beyond that permitted by Sec. 107 or 108 of the U.S. Copy-
right Law is authorized for users duly registered with the Copyright Clearance Center (CCC), provided 
that the appropriate remittance is paid directly to: CCC, 222 Rosewood Drive, Danvers, MA 01923, 
USA. Specific written permission must be obtained for all other copying; contact the nearest Cambridge 
University Press office.

https://doi.org/10.1017/S0022109020000903  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109020000903


Announcing the Winners of the 
JFQA 2020 William F. Sharpe Best Paper Award 

 
 

The William F. Sharpe Award for Scholarship in Financial Research recognizes 
researchers who, through their articles published in the JFQA, have most contributed 
to our understanding of important areas of financial economics. Nominees for the 
Sharpe Award are chosen by a vote of JFQA Associate Editors; the winners, who 
receive a $5,000 cash prize, are selected by the Managing Editors. 
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“Relative Performance Evaluation in CEO Compensation: 

A Talent-Retention Explanation” 
 
 
 

November 2020, Vol. 55, No. 7, pp. 2099–2123 
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