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Review for the PhD Thesis 
The effect of institutional investors on corporate strategic decisions and risks: 

evidence from international markets 

written by Livia M. Carneiro 

The thesis investigates the relation between some effects in the corporate behaviour or in the stock 
financial movements and the fact that the main investors of that company are institutional 
investors. In particular, Chapter 1 analyses the relation in terms of linear regression between some 
behaviour of the company in terms of CAPEX, R&D, SG&A, etc., and the level of institutional 
ownership of the company. Chapter 2 investigates the relation between the institutional ownership 
and the ESG score of the company again using linear regression. Chapter 3 studies the relation 
between the ownership and the tail risk of a set of ETF using linear regression. 

My overall opinion is that the thesis studies a very relevant topic through a very large worldwide 
dataset that could highlight interesting insights about the structure and the dynamic of the markets. 
The literature review is remarkable, showing the effort made by the candidate to delve into the 
topic. However, I find the statistical tool adopted to conduct the analysis very basic. Throughout 
the thesis, the only instrument used to perform any analysis is the linear regression. Every relation 
between the analysed variables is assumed to be a linear relation and, thus, it is modelled with a 
linear regression. No other model has been tested. Moreover, the results of the linear regressions 
are not sufficiently analysed (I couldn t find a Normality test, an heteroscedasticity test, an 
autocorrelation test, etc). The differences between Chapter 1 and Chapter 2 boil down to a change 
in the y variable used in the linear regressions. Chapter 3 presents probably the most innovative 
analysis that tries to identify some relation between the ownership of the company and the tail risk 
of the corresponding stock. However, the choice of some measures is poorly motivated (e.g., why 
the Amihud ratio and not others? Why the skewness and not the kurtosis?) it simply appears a list 
without a motivation about the reason these measures are relevant for this study. On the other 
hand, some other measures are not sufficiently explained or are redundant (VaR and CVaR are 
without formula but the candidate dedicate different definitions just to change the confidence 
level). Finally, in all three chapters, I notice a complete absence of an economical or a financial 
interpretation of the results: the comments about the findings are simply if the regression 
coefficients are positive or negative and if they are statistically significant or not. I would expect 
that the candidate tried to motivate and to explain the reason behind some of the evidences (e.g., 
why the ownership has a different impact in America and in Asia? why the ESG is important in 
some geographical areas and not in others? why the ownership has an impact on the VaR and not 
the CVaR? Why for passive ownership and not for active or viceversa? etc.) 

My final evaluation is that the thesis tackles a very promising topic, the literature 
review is very good, but in the current version the statistical implementation reaches 
only a sufficient level. 

Here is a list of remarks and comments about some points that I suggest either to correct or to 
clarify. 

- Why the indices are in red? (from page vii to page xx) 

 



Chapter 1

- Fig 1.2, I would condensate the plots in a unique figure to improve readability. 
- Tab 1.2, What does (lag) mean? Why some variables are with lag and some other without? 

How did the candidate choose the variables to lag? Why profit margin appears twice (with 
and without lag)? Why it has with different statistics if it is the same variable lagged? 

- Pag 14, there is a  Fig ??  
- Eq (1.2), The inst.ownership is the same IO in (1.1)? Why did the candidate change the 

symbol? 
- In model (1.2) what are FMeasure, f_c, etc? They should explicitly mentioned and 

explained in the text. 
- Model (1.2) is run for all s and q of a specific world region, correct? Then why the residual 

have subscript c ? There is a duplication (s) in the residual s subscript. If you include f_s 
and f_q, what s the role of beta_0? 

- Tab 1.6, What about the residuals? Did you perform a normality test on the residuals? 
What about homoskedasticity? It seems that the regression is considered good enough  
only observing the R^2 without any other analysis. It is strange to me to observe a final 
model  in which also unsignificant regressors appears. Typically, after some cleaning , 
you want to observe the values of the coefficients of the significant regressors alone. Did 
the candidate run a stepwise, forward or backward regression? What about the fix effects? 
What does it mean yes ? Why the candidate didn s of the 
fix effects? 

- Comparing Tab 1.7 with Tab 1.11: in both Tables the variable IO is positively associated 
with CAPEX/Assets but in one the absolute value is 0.01 and in the other is 11.37. How 
do the candidate interpret such difference? It seems that the analysis concern only the sign 
of the coefficient without any concern about its value. 

- The fact that there is a significant coefficient is always interpreted with a causality  effect, 
while I believe that a regression can indicate an association  rather than a causality effect. 
For example, if you invert the regression (invert y and x), you would probably find that 
CAPEX/Assets causes  an higher IO. Would it make sense? 

- I feel that some explanation about the collected evidences is missing. For instance, why in 
the US the institutional investors pushes the R&D, while in Europe and BRICS there is 
no effect? In this sense, I expect that the candidate formulates some possible economical 
motivation about the observed findings. 

Chapter 2 

- Some parts of the data description are a copy/paste of Chapter 1, see e.g. pag 40 and pag 
8. Of course, the data must be fully discussed in a paper, but a thesis should be a unique 
document and the reader should understand clearly if the data used in different chapters 
are the same or not. 

- Same for Fig 1.1 and Fig 2.1, for Fig 1.2 and Fig 2.2, for Eq (1.1) and Eq (2.1). They are 
just a copy of the previous Figures because the data are the same. In a thesis this is very 
strange. 

- Model (2.2), I have the same concerns and I notice the same errors that I reported for 
Model (1.2). 

- About the reported statistics for the regression, I have same concerns that I reported for 
Tables of Chapter 1. Including, in my humble opinion, a missing motivation and 
interpretation of the differences among the results of the different geographic areas. 



Chapter 3

- Now it is tricky to understand how the dataset of Chapter 3 differs from dataset of previous 
Chapters. Again, in a thesis the Chapter should be somehow link to each other, and if some 
parts of the dataset is in common it should be clearly declared. 

- Equation (3.1) looks very similar to the equations of previous Chapters, but, again, with a 
different name for the defined variable.  

- It is not clear why there is the variable 1/price. Could the candidate clarify? In general, to 
have a list of variables without the motivations that explain the presence of these variables 
is very confusing. 

- The definition of LVaR, LCVaR,  seems very redundant. If I understand them correctly, 
it would be enough to define the VaR (and CVaR) of L, where L is the loss distribution, 
and then the VaR of -L (with confidence 0.01 and 0.05) that should be the PVaR,. The 
level confidence should be placed as a subscript of the risk measure and it shouldn t require 
a new definition. 

- Model (3.4) and Model (3.5) has the same issue of the similar models in previous Chapters. 
- For the tables of the results, I have the same concerns as in previous Chapters. 


