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Economics (1996), Mathematical Finance (2002), Economics Letters (2005), Journal of
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Journal of Financial Markets (2017, 2023), International Review of Economics and Finance (2021,
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1% %% B : A Novel Probability Weighting Function for Stock Price Distortions
HE#HE: We propose a new weighting function, generalized Wang transform, derived from
normality invariance. This function takes various shapes, including concave, convex, S-shaped and
inverse S-shaped functions, depending on the range of parameters and distinguishes the curvature and
elevation of probability weighting. With this function, we prove the CAPM and Security Market Line
Theorem under probability weighting by assuming risk aversion and loss aversion, respectively.
Moreover, we find the overpricing of skewness through numerical analysis and provide intuitive

explanations from the perspective of perceived distributions.
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4 B : Return predictability via an LSTM-based cross-section factor model: Evidence from
Chinese stock market

4% & This paper proposes a cross-section long short-term memory (CS-LSTM) factor model
to explore the possibility of estimating expected returns in the Chinese stock market. In contrast to
previous machine-learning-based asset pricing models that make predictions directly on equity
returns, CS-LSTM estimates are based on predictions of slope terms from Fama—MacBeth cross-
section regressions using 16 stock characteristics as factor loadings. In line with previous studies in
the context of the Chinese market, we find illiquidity and short-term momentum to be the most
important factors in describing asset returns. By using 274 value-weighted portfolios as test assets,
we systematically compare the performances of CS-LSTM and three other candidate models. Our
CS-LSTM model consistently delivers better performance than the candidate models and beats the
market at all different levels of transaction costs. In addition, we observe that assets with smaller cap
are favored by the model. By repeating the empirical analysis based on the top 70% of stocks, our
CS-LSTM model remains robust and consistently provides significant market-beating performance.
Our findings from the CS-LSTM model have practical implications for the future development of the

Chinese stock market and other emerging markets. .

REF, TEFHE, SRILRFHK, RFXAERAER, KEERF LT, BAH
FHERFRA, BEAALALETRABEREE, KPAFUELF, FREFHL, =
HERXZRAS A (ARAEX 13, BaAaff490) , & (LFFAR) . (BFFE

FHY . ABRELFHKRLFH L) . Energy Economics. China Economic Review ¥ B 4 5} 52
RIAFIK R N100 &, HmEF. FFH5HM 53, REFHAALALHAFTRERR
FE1m, “BAARE-FEL ZFLE 1R, LBEHEFRR—FEL2A, FARRK
FAFEALAMF T, REFEARELFT2RFEF. PRAFLL2FT 282K, 2K
BaFFEINAEK, EHRTEFFLINEK, ARBRF AR (Journal of Modelling in
Management) %%

4 B : Carbon Regulatory Risk Exposure in the Bond Market: A Quasi-Natural Experiment in
China

44 % : Financial markets are crucial to the global transition to a low-carbon economy. However,
it is unclear whether and how carbon risks are exposed in financial markets, especially in emerging

countries. Exploiting China's ambitious CO2 reduction target, the commitment to "carbon peaking



and carbon neutrality goals", as an exogenous shock to an unexpected increase in carbon regulation
risk, this paper explores the causal effect of carbon regulatory risk on corporate bond yield spreads
by employing a difference-in-difference-in-differences (DDD) strategy. We first find that the carbon
regulatory risk exposure leads to an increase in bond yield spreads for heavy carbon emitting firms
in cities with stricter regulatory enforcement. Heterogeneity analysis shows that such an increase is
more pronounced for firms located in regions with higher marketization processes, firms belonging
to more competitive industries, local-controlled SOEs, and central-controlled SOEs, as well as on
listed firms. Mechanism analysis shows that the increase in bond yield spreads is due to the rise of
the default risk rather than the liquidity risk after decomposing the bond yield spreads. This paper

provides evidence from an emerging market for the study of carbon risk.

MBE, 1985 FAAELTHAMERFHF A, 2000 FHEE LT o KFBFR 5K
A FA (BZERRT ) , 2002 543 &4 AFT A KRN A LT 2016 F
N R T GIR S H KRR (2akF)  RINTFTHERAT . AAATHEKRT 28
FEARR. @3z, MEAFIF, PEARREAAFLEEZFUFHARLLENEBERES
2EEER, YHEEFAERIELEBRALEES) AT HEF. LARNIFRAMA
AT 180 &AL, EARHFH LR SSRN 694EH H4 A AT 0.7%, 3R T 19 2G5
A& FREFRFATERLRRIT L, RFLT WAL aEIAL, N8 ERERAT > M,
A EH—AERAARFELEENA,

4 B : Overcoming agency conflicts and realizing first-best corporate financial policies
& @ E: We develop a dynamic trade off model that incorporates both controlling-minority
shareholders conflict and shareholders-debtholders conflict to examine the relationship among
agency conflicts, expansion investment, capital structure, and debt renegotiation. We show that
balancing the two conflicts can eliminate agency conflicts in effect and simultaneously make the firm
achieve the first-best expansion decision. Endowing the controlling shareholder with appropriate
bargaining power in debt renegotiation can realize zero agency costs and make the firm's capital

structure maximize the firm value.

FRHE, AFTABRKRFEREAFFRR, T AAAIRBZ LT AT LA F LIS
R g BAF LS AL, BHREFEERSFAFNARR, HARRKZFHEHBRIR, B
RAF, 2EEERN, BFRBAAHREL+E, 288 ARA L P08 REE, ¥
AR 70 B FWALE R, Elsevier P E S5 FH, 2T 2% A HF K. #F 040K
Beee5a 25, eRAREHFLE. 2RBTHELT. 2T ENEEE., K
EFHE. EHTERAARAFALAHFHAARAD, TXABRA, TLEAA., XFAE,
HmTER“9374X” . BRAFALAESTRAD (FRATTA, 37) . £ (HFHmRAE)
FHMRFREE 63, EERNIIMMARFAMAIRELRLIL 200 K H. EAF—FKEAGTKEKF
HALASHFZHRRAERREFL A, JAATFHHAFZRERE—FLAA,
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NFEFTERAIRFRINEEKRK, YERREIAEEXZLELFRFARANEFKALZNR
eubReraZFK, FATEHLSIRFAF5F2F, (FEAFEMSF) (Razi
Zit5RE) (RATRFR) (FRIAFR) (FRIFR) (FEL2FFR) (TaFHE
A4 A7:5)  (International Journal of Financial Engineering) {Journal of the Operations Research
Society of China) {Journal of Systems Science and Information) % + % /A~E A sh#A-F) 69 473k £
. S ERmRmE. HAEFLRFAFLLK, TEFREIATIEK

4 B : The Impacts and Transmission Mechanism of a Carbon Tax Based on a Production
Network Model

4% & China’s proposal of carbon peaking and carbon neutrality goals signaled that the nation
has entered a new stage of carbon emissions reduction, and the adoption of a carbon tax is of great
significance for achieving these goals. However, previous studies analyzing the economic impacts of
carbon taxes rarely examine its transmission mechanism, leading to the insufficient theoretical basis
of these researches. To address this need, this study considers a carbon tax levied on sectoral carbon
emissions in a production network model to analyze the influence mechanism of it on sectoral
production, household consumption, and carbon emissions with the existence of intersectoral
correlations. This study decomposes the impacts of the carbon tax on the economy and the
environment to clarify the transmission mechanism. By applying a more general production function,
we uncover a new effect of the carbon tax as redistribution effect. Finally, we use China’s economic
and carbon emissions data to calibrate the parameters in the model and simulate the impact of carbon
tax implementation. After investigating the changes in sectoral production and emissions, we suggest
that the government should pay attention to the sectors with seriously negatively affected output when

implementing a carbon tax, such as the construction sector.
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#4&A B : Can financial crisis be detected? Laplacian energy measure

4 £ . This paper aims to develop a novel network characteristic indicator to apidly and
accurately detect financial crisis. Specifically, we select the daily closing price of stocks spanning
from 2006 to 2020 in China's A-share market to establish a series of complex networks, and extract
Laplacian energy measure as a new network indicator. By employing the method of seasonal-trend
decomposition procedure based on loess, the proposed indicator successfully detects the global
financial crisis, the Eurozone debt crisis, the Chinese stock market crash, the Sino-US trade friction
and the COVID-19 pandemic. Furthermore, compared with the traditional topological indicators (e.g.
global efficiency, average clustering coefficient, characteristic path length and network density), the
proposed indicator demonstrates the outstanding characteristics of higher identification accuracy,
wider application range and faster response speed. Lastly, the robustness of the Laplacian energy
measure in the financial crisis detection is further confirmed in the US, UK, German, French and

Spanish stock markets.
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#4&H B : ALangevin dynamical framework for SME growth and risk management under uncertain
environment

#EE: The purpose of this paper is to establish a generalized dynamical framework for SME
growth in the tech - economic paradigm, and develop a novel quantitative method for the decision -
making of optimal equity and capital structure under the measurement of dynamical risk profiles.
Based on the numerical simulations in different scenarios, we systematically study the dependence of
SME growth performance on various factors, including capital structure, investment preference, and

internal risk level, and find that dynamical optimal equity structure always corresponds to the better



performance on value at response risks, and significantly reduces the bilateral cooperative risk at the
inconspicuous cost of systematic response risk. Moreover, it is also observed that SME state behaves
some important non-monotonous features, such as SR with internal risk level, GSR with operating
capital leverage. These results will provide the latent support for SMEs to create useful decision rules

in capital optimization, risk management, and growth path regulation.
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