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Course Information

Course Code: 357854001

Time and Venue: Thursday 16:10-18:00, Venue TBA
Lecturer: Asst. Prof. Calvin J. Chiou (Eff&3z)
Office: Commerce Building 261233

Office Hours: By appointment

Email: jjchiou@nccu.edu.tw




Course Description

This course explores the economic role and strategic behavior of institutional investors
in financial markets and corporate governance. We cover different types of institutional
investors (e.g., mutual funds, pension funds, and insurance companies) examining their
investment objectives and constraints, and their influence on firm policies, market
efficiency, and ESG practices. Special attention is given to the Taiwan and broader Asian
institutional investor landscape to connect theory to the local context.

A distinguishing feature of this course is its integration of empirical methods with theory.
Five sessions include instructor-led R labs in which students implement fund performance
measures, holdings-based analyses, and factor model regressions directly in R using
CRSP mutual fund data and Kenneth French’s public factor library. Lecture notes for
these sessions are distributed as R Quarto documents that students can run and extend
independently.

Learning Objectives

By the end of the course, students will be able to:

1. Identify and distinguish the major types of institutional investors and their struc-
tural incentives.

2. Analyze how institutional investors affect corporate governance, firm behavior, and
market prices.

3. Critically evaluate empirical research on institutional investor strategies, perfor-
mance, and market impact.

4. Recognize the key identification challenges in this literature and discuss how leading
papers address them.

5. Implement core fund performance and holdings-based measures in R, including
factor model alphas, DGTW benchmarks, active share, churn ratio, and window
dressing indices.

6. Develop and present an original research idea or critical literature review in the
institutional investor domain.

Course Materials

Academic papers: Readings are drawn from published and working papers across top
finance journals including the Journal of Finance (JF), Journal of Financial Economics
(JFE), Review of Financial Studies (RFS), Management Science (MS), Journal of
Financial and Quantitative Analysis (JFQA), and Review of Finance (RF). A complete
reading list is provided at the end of this syllabus.



R lecture notes: Empirical lab sessions are accompanied by .qmd lecture notes
distributed via Moodle. Students should have R (= 4.3) and RStudio (or Positron)
installed.

Course Format

This is a graduate research seminar combining three modes of instruction:

e Lecture and discussion (~50%): The instructor introduces the week’s topic,
reviews key papers, and frames open research questions.

» Student presentations (~30%): Students present assigned papers from the asset
management literature.

« Empirical R labs (~20%): Five instructor-led sessions demonstrating how to
implement measures from the readings in R. Lab notes are distributed on the
instructor’s website.

Active participation is expected. Students are encouraged to read at least the abstract,
introduction, and conclusion of all assigned papers before class.

Software and Computing

All empirical work in this course uses R via RStudio or Positron. Lecture notes
are written in R Quarto and are self-contained: they load data, run all analyses, and
produce formatted output. Labs 1-3 require no proprietary data access. Labs 4-5 use
CRSP Mutual Fund Holdings; data files will be publicly available or distributed by the
instructor via Moodle.

Students are expected to have R and the required packages installed before Week 2.

Assessment
Component Weight
Class Participation & Discussion 20%
Paper Presentations 30%
Final Written Report 20%
Final Presentation 30%




Paper Presentations

Each student will present two papers during the semester (or one extended presentation
covering a topic area). Presentation slots are allocated during Week 1. Each presentation
should:

e Summarize the research question, data, methodology, and main findings.
« Situate the paper within the broader literature covered in the course.

» Raise at least two discussion questions for the class.

» Be approximately 20—25 minutes, followed by 10 minutes of Q&A.

Presentations may be individual or in pairs (to be confirmed based on enrollment). Slides
are required.

Final Report and Presentation

Each student completes a final report demonstrating their ability to engage with the
institutional investor literature. The report should focus on a specific topic and take one
of the following forms:

A literature review and synthesis of a focused sub-topic (minimum 10 papers).

o A preliminary research project with a clearly stated question, data strategy,
expected contribution, and empirical results.

« A replication and extension of an existing empirical paper, optionally using
the R methods introduced in the lab sessions.

Key deadlines:

Milestone Deadline

Topic proposal (1 paragraph via Moodle or email) End of Week 8
Final written report (< 10 double-spaced pages, excl. references) End of Week 17
Final in-class presentation (20-30 min) Weeks 15-16

Course Schedule

Weeks marked [Lab] include an instructor-led R session in the second half of class. Lab
notes (.qmd) are distributed on Moodle before each lab week. Theory lecture and paper
discussion occupy the first half of the session.



Table 1: Schedule is tentative and subject to change. Lab sessions assume basic familiarity
with R and tidyverse.

Week Type Topic Key Readings Notes
1 Lecture  Course Overview and  Bebchuk, Cohen & Hirst Presentation
Motivation (2017) slots assigned;
R setup check
2 Lecture  Types of Institutional ~Gompers & Metrick (2001);  Taiwan/Asian
Investors and Asset Ferreira & Matos (2008) context
Concentration Trends
3 [Lab 1] Measuring Fund Carhart (1997); Wermers Lab: factor
Performance I: (2011) model
Carhart Four-Factor estimation
Model
4 Lecture  Fund Performance Fama & French (2010); Berk Student
and the Luck vs. Skill & van Binsbergen (2015) presentation
Debate
5 [Lab 2] Measuring Fund Daniel et al. (1997); Wermers  Lab:
Performance II: (2000) constructing
DGTW Characteristic- size x BM x
Adjusted Returns momentum
benchmarks
6 Lecture  Benchmarking, Style  Bollen & Busse (2005); Student
Drift, and Active Cremers & Petajisto (2009)  presentation
Share
7 Lecture  Tournament Behavior, Brown et al. (1996); Sirri &  Student
Risk Shifting, and Tufano (1998) presentation
Fund Flows
8 Lecture  Manager Incentives Gaspar et al. (2006); Topic
and Fund Family Bhattacharya et al. (2013) proposals
Conflicts due; student
presentation
9 [Lab 3] Measuring Fund Fama & French (2010) Lab: joint
Performance III: block
Bootstrap Inference bootstrap;
for Luck vs. Skill actual
vs. simulated
alpha

distribution in

R



Week Type Topic Key Readings Notes
10 Lecture  Fund Holdings and Kacperczyk, Sialm & Zheng  Student
Trading Behavior (2005); Wermers (1999) presentation
11 [Lab 4] Holdings-Based Cremers & Petajisto (2009);  Lab:
Measures: Active Agarwal, Gay & Ling (2014) computing
Share, Churn Ratio, active share,
and Window Dressing churn ratio,
and window
dressing
12 Lecture  Career Concerns, Kempf et al. (2009); Frazzini Student
Performance & Lamont (2008) presentation
Manipulation, and
Behavioral Biases
13 Lecture Institutional Gillan & Starks (2000); Iliev  Student
Monitoring, Voting, & Lowry (2015) presentation
and Proxy
Engagement
14  [Lab 5] Holdings-Based Appel et al. (2016); Azar et Lab:
Analysis: Institutional al. (2018) ownership
Ownership and concentration,
Common Ownership MHHI
Measures common
ownership
15 Lecture ESG Investing, Chen, Dong & Lin (2020); Student
Climate Risk, and Starks, Venkat & Zhu (2025) presentation
Long-Term
Stewardship
16 Presen-  Final Presentations — Written
tations reports due

end of week

R Lab Sessions: Detailed Outlines

Lab 1 — Carhart Four-Factor Model (Week 3)

Objective: Estimate factor model alphas and factor loadings for a cross-section of ETFs
using publicly available data.

Data: tidyquant (ETF prices); frenchdata (Fama-French 5 factors + momentum)



Skills covered:

« Downloading adjusted price data with tidyquant

Obtaining Fama-French and momentum factors with frenchdata

Computing monthly excess returns and aligning on year-month

Estimating CAPM, FF3, and Carhart 4-factor regressions with broom: : tidy ()
Interpreting alpha, factor loadings, and R? across model specifications

« Visualizing factor loadings and alpha comparisons with ggplot?2

Reference: Lecture Note 1; Carhart (1997); Wermers (2011, Section 3)

Lab 2 — DGTW Characteristic-Adjusted Returns (Week 5)

Objective: Implement the Daniel, Grinblatt, Titman & Wermers (1997) characteristic-
adjusted return benchmark and decompose fund performance into stock-selection and
style components.

Data: tidyquant (stock prices and characteristics); frenchdata (size/BM break-
points)

Skills covered:

o Constructing size x book-to-market x momentum benchmark portfolios from
public data

« Computing the DGTW Characteristic Selectivity (CS) and Characteristic Timing
(CT) measures

o Calculating fund-level flow and turnover ratio from return and TNA data

« Approximating Active Share from ETF holdings available via tidyquant

Reference: Lecture Note 2; Daniel et al. (1997); Wermers (2000)

Lab 3 — Bootstrap Inference for Luck vs. Skill (Week 9)

Objective: Replicate the bootstrap simulation logic of Fama & French (2010) to
test whether the cross-sectional alpha distribution is consistent with a zero-skill null
hypothesis.

Data: CRSP mutual fund monthly net returns (or ETF proxies from Lab 1)

Skills covered:
« Estimating Carhart alphas for a panel of funds using group_by () + broom: :tidy ()
« Implementing joint monthly block bootstrap resampling (preserving cross-fund

correlation structure)
o Comparing actual vs. simulated alpha percentiles across the distribution



» Visualizing the luck vs. skill decomposition with density plots and percentile bands

Reference: Lecture Note 3; Fama & French (2010, Section III and Appendix)

Lab 4 — Holdings-Based Measures: Active Share, Churn Ratio, and Window
Dressing (Week 11)

Objective: Use CRSP Mutual Fund Holdings to compute three widely-used measures
of fund trading behavior and portfolio activeness.

Data: CRSP Mutual Fund Holdings (quarterly stock-level positions); CRSP monthly
stock returns

Skills covered:

» Loading and cleaning CRSP mutual fund holdings data in R

o Computing Active Share (Cremers & Petajisto 2009): fraction of portfolio
holdings that differ from a benchmark index

« Computing the Churn Ratio (Gaspar, Massa & Matos 2005): a holdings-based
measure of portfolio turnover that captures short-term trading intensity

« Constructing a Window Dressing Index (Agarwal, Gay & Ling 2014): detecting
quarter-end inflation of recent winners and dumping of recent losers in disclosed
holdings

e Merging holdings data with CRSP return data using wfundno / permno links

e Summarizing and visualizing cross-fund distributions of each measure over time

Reference: Lecture Note 4; Cremers & Petajisto (2009); Agarwal, Gay & Ling (2014);
Gaspar, Massa & Matos (2006)

Lab 5 — Institutional Ownership and Common Ownership Measures (Week
14)

Objective: Construct firm-level institutional ownership and common ownership measures
from holdings data, and run panel regressions relating ownership to firm outcomes.

Data: CRSP Mutual Fund Holdings (or 13F proxy); CRSP/Compustat merged panel
Skills covered:
o Aggregating fund-level holdings to firm-level institutional ownership (IO) percent-
age

« Computing ownership concentration: Herfindahl-Hirschman Index (HHI) of fund
ownership per firm



» Constructing the modified HHI (MHHI delta) of common ownership following Azar
et al. (2018)

o Merging ownership data with stock return and accounting data for panel analysis

« Running firm-level panel regressions with two-way (firm + year) fixed effects using
fixest::feols()

o Interpreting coefficient magnitudes and standard error clustering choices

Reference: Lecture Note 5; Appel et al. (2016); Azar et al. (2018)
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