
J O U R N A L O F F I N A N C I A L A N D Q U A N T I T A T I V E A N A L Y S I S

A PUBLICATION OF THE
UNIVERSITY OF WASHINGTON

MICHAEL G. FOSTER SCHOOL OF BUSINESS
IN COOPERATION WITH THE

UNIVERSITY OF UTAH
DAVID ECCLES SCHOOL OF BUSINESS AND

NEW YORK UNIVERSITY
LEONARD N. STERN SCHOOL OF BUSINESS

VOL. 43, NO. 2, JUNE 2008

2007 Sharpe Award Winners

Conditional Return Smoothing in the Hedge Fund Industry  . . . . . . . . . . . . . 267
Nicolas P. B. Bollen and Veronika K. Pool

Investment and Competition  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299
Evrim Akdogu and Peter MacKay

Asset Pricing Models with Conditional Betas and Alphas:  The Effects of
Data Snooping and Spurious Regression  . . . . . . . . . . . . . . . . . . . . . . . . . . . 331
Wayne E. Ferson, Sergei Sarkissian, and Timothy Simin

The Poor Predictive Performance of Asset Pricing Models  . . . . . . . . . . . . . 355
Timothy Simin

Corporate Governance, Shareholder Rights, and Shareholder Rights Plans:
Poison, Placebo, or Prescription?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 381
Gary L. Caton and Jeremy Goh

Are Household Portfolios Efficient?  An Analysis Conditional on Housing  . . 401
Loriana Pelizzon and Guglielmo Weber

Debt Capacity, Cost of Debt, and Corporate Insurance  . . . . . . . . . . . . . . . . 433
Hong Zou and Mike B. Adams

Macroeconomic News, Order Flows, and Exchange Rates  . . . . . . . . . . . . 467
Ryan Love and Richard Payne

International Diversification with Large- and Small-Cap Stocks  . . . . . . . . . . 489
Cheol S. Eun, Wei Huang, and Sandy Lai

Second-Order Stochastic Dominance, Reward-Risk Portfolio Selection,
and the CAPM  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 525
Enrico De Giorgi and Thierry Post

https://doi.org/10.1017/S0022109000003501  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000003501


MANAGING EDITORS

Hendrik Bessembinder Stephen Brown Paul Malatesta
University of Utah New York University University of Washington

ASSOCIATE EDITORS

Andrew Ang
Columbia University

Warren Bailey
Cornell University

Gurdip Bakshi
University of Maryland

Mikhail Chernov
London Business School

Jeffrey Coles
Arizona State University

Pierre Collin-Dufresne
University of California, Berkeley

Jennifer Conrad
University of North Carolina

Wayne Ferson
University of Southern California

Mark Grinblatt
University of California, Los Angeles

Jarrad Harford
University of Washington

Jonathan Karpoff
University of Washington

Michael Lemmon
University of Utah

Francis Longstaff
University of California, Los Angeles

Ananth Madhavan
Barclays Global Investors

Ronald Masulis
Vanderbilt University

John McConnell
Purdue University

Robert McDonald
Northwestern University

Wayne Mikkelson
University of Oregon

Neil Pearson
University of Illinois,
Urbana-Champaign

George Pennacchi
University of Illinois,
Urbana-Champaign

Jeffrey Pontiff
Boston College

Jay Ritter
University of Florida

Michael Roberts
University of Pennsylvania

Bryan Routledge
Carnegie Mellon University

Sergei Sarkissian
McGill University

Paul Schultz
University of Notre Dame

Chester Spatt
Carnegie-Mellon University

Hans Stoll
Vanderbilt University

Pietro Veronesi
University of Chicago

Ralph Walkling
Drexel University

Ivo Welch
Brown University

David Yermack
New York University

Guofu Zhou
Washington University in St. Louis

STAFF: Martha (Marty) Auvil, Editor
Susan Huot, Office Manager

The Journal of Financial and Quantitative Analysis (ISSN 0022-1090), Michael G. Foster
School of Business, University of Washington, 115 Lewis, Box 353200, Seattle, WA
98195-3200, is published quarterly in March, June, September, and December by the
University of Washington Michael G. Foster School of Business in cooperation with the
David Eccles School of Business at the University of Utah and the Leonard N. Stern
School of Business at New York University.  POSTMASTER:  Send address changes to
Journal of Financial and Quantitative Analysis, Foster School of Business, University of
Washington, Seattle, WA 98195-3200.  Periodicals postage is paid at Seattle, Washing-
ton.

Copyright 2008, Michael G. Foster School of Business, University of Washington

https://doi.org/10.1017/S0022109000003501  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000003501


J O U R N A L O F F I N A N C I A L A N D Q U A N T I T A T I V E A N A L Y S I S

PHONE:  (206) 543-4598 University of Washington
FAX:  (206) 616-1894 Michael G. Foster School of Business
E-MAIL:  jfqa@u.washington.edu 115 Lewis Box 353200
URL:  http://www.jfqa.org Seattle, WA 98195-3200 USA

VOL. 43, NO. 2, JUNE 2008

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 Foster School of Business.

For specific information concerning subscriptions, submissions, single-copy or-
ders, missing issues, permission to reprint, or advertising, write, call, fax, or e-mail
the JFQA office.

SUBMISSIONS

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. Send
manuscripts via e-mail in PDF, Word, or LaTeX with a $220 submission fee for
subscribers ($300 for non-subscribers) to the Managing Editors.  Checks must be
payable to the JFQA in U.S. dollars for deposit in a U.S. bank.  VISA, MasterCard,
and American Express are accepted.  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

Subscriptions, which must be prepaid and renewed annually, start with the next
available issue unless otherwise requested.  Checks or money orders must be
payable to the JFQA in U.S. dollars for deposit in a U.S. bank.  VISA, MasterCard,
and American Express are accepted.  Use the subscription form at the back of this
issue or print the form from the JFQA Web site.  Upon request, electronic
subscriptions are available in PDF files.  Claims for missing issues must be made
within six months of the date of publication.

Annual Subscription Fees:

Library or Firm U.S. $160
Outside U.S.A. U.S. $180

Individual U.S. $80
Outside U.S.A. U.S. $100

Student (with verification) U.S. $25
Outside U.S.A. U.S. $30
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Announcing the Winners of the
JFQA 2007 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
readers and Associate Editors; the winner(s), who receive a $5,000 cash
prize, is (are) selected by the Associate Editors.

The winners of the Sharpe Award for JFQA papers published in 2007 are

Francesca Carrieri, McGill University
Vihang Errunza, McGill University

Ked Hogan, Barclays Global Investors
“Characterizing World Market Integration through Time”

December 2007, Vol. 42, No. 4, pp. 915–940

Please join us in congratulating Professors Carrieri, Errunza, and Hogan
for their accomplishments.

Hendrik Bessembinder
Stephen Brown
Paul Malatesta
JFQA Managing Editors
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