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The UN-supported Principles for Responsible Investment initiative has led to around a
third of the world’s financial assets being managed with a commitment to invest in a
way that considers environmental, social or governance (ESG) criteria. The responsible
investment trend has increased dramatically since the global financial crisis, yet
understanding of this field remains at an early stage. This handbook provides an atlas
of current practice in the field of responsible investment. With a large global team of
expert contributors, the book explores the impact of responsible investment on key
financial actors ranging from mainstream asset managers to religious organizations.
Offering students and researchers a comprehensive introduction to current scholarship
and international structures in the expanding discipline of responsible investment, this
handbook is vital reading across the fields of finance, economics and accounting.
Judge Posner continues to react to the current economic crisis and reflect upon the
impact on our views and reliance on capitalism. Posner helps non-technical readers
understand business-cycle and financial economics, and financial and governmental
institutions, practices, and transactions, while maintaining a neutrality impossible for
persons professionally committed to one theory or another.
The individual investor's comprehensive guide to momentum investing Quantitative
Momentum brings momentum investing out of Wall Street and into the hands of
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individual investors. In his last book, Quantitative Value, author Wes Gray brought
systematic value strategy from the hedge funds to the masses; in this book, he does
the same for momentum investing, the system that has been shown to beat the market
and regularly enriches the coffers of Wall Street's most sophisticated investors. First,
you'll learn what momentum investing is not: it's not 'growth' investing, nor is it an
esoteric academic concept. You may have seen it used for asset allocation, but this
book details the ways in which momentum stands on its own as a stock selection
strategy, and gives you the expert insight you need to make it work for you. You'll dig
into its behavioral psychology roots, and discover the key tactics that are bringing both
institutional and individual investors flocking into the momentum fold. Systematic
investment strategies always seem to look good on paper, but many fall down in
practice. Momentum investing is one of the few systematic strategies with legs,
withstanding the test of time and the rigor of academic investigation. This book provides
invaluable guidance on constructing your own momentum strategy from the ground up.
Learn what momentum is and is not Discover how momentum can beat the market
Take momentum beyond asset allocation into stock selection Access the tools that
ease DIY implementation The large Wall Street hedge funds tend to portray themselves
as the sophisticated elite, but momentum investing allows you to 'borrow' one of their
top strategies to enrich your own portfolio. Quantitative Momentum is the individual
investor's guide to boosting market success with a robust momentum strategy.
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Stocks and bonds? Real estate? Hedge funds? Private equity? If you think those are
the things to focus on in building an investment portfolio, Andrew Ang has accumulated
a body of research that will prove otherwise. In his new book Asset Management: A
Systematic Approach to Factor Investing, Ang upends the conventional wisdom about
asset allocation by showing that what matters aren't asset class labels but the bundles
of overlapping risks they represent. Making investments is like eating a healthy diet,
Ang says: you've got to look through the foods you eat to focus on the nutrients they
contain. Failing to do so can lead to a serious case of malnutrition - for investors as well
as diners. The key, in Ang's view, is bad times, and the fact that every investor's bad
times are somewhat different. The notion that bad times are paramount is the guiding
principle of the book, which offers a new approach to the age-old problem of where do
you put your money? Years of experience,both as a finance professor and as a
consultant, have led Ang to see that the traditional approach, with its focus on asset
classes, is too crude and ultimately too costly to serve investors adequately. He
focuses instead on factor risks," the peculiar sets of hard times that cut across asset
classes, and that must be the focus of our attention if we are to weather market turmoil
and receive the rewards that come with doing so. Optimally harvesting factor premiums
- on our own or by hiring others -r equires identifying your particular set of hard times,
and exploiting the difference between them and those of the average investor. Clearly
written yet chock-full of the latest research and data, Asset Management will be
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indispensable reading for trustees, professional money managers, smart private
investors, and business students who want to understand the economics behind factor
risk premiums, harvest them efficiently in their portfolios, and embark on the search for
true alpha."
Of interest to both academics and practitioners who assist in making Shariah-centric
strategies, this work is particularly important as Asia holds a major percentage of
Islamic assets in South Asia, Southeast Asia, and the Middle East, with new
opportunities opening in Central Asia.
A one-of-a-kind reference guide covering the behavioral and statistical explanations for
market momentum and the implementation of momentum trading strategies Market
Momentum: Theory and Practice is a thorough, how-to reference guide for a full range
of financial professionals and students. It examines the behavioral and statistical
causes of market momentum while also exploring the practical side of implementing
related strategies. The phenomenon of momentum in finance occurs when past high
returns are followed by subsequent high returns, and past low returns are followed by
subsequent low returns. Market Momentum provides a detailed introduction to the
financial topic, while examining existing literature. Recent academic and practitioner
research is included, offering a more up-to-date perspective. What type of book is
Market Momentum and how does it serve a range of readers’ interests and needs? A
holistic market momentum guide for industry professionals, asset managers, risk
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managers, firm managers, plus hedge fund and commodity trading advisors Advanced
text to help graduate students in finance, economics, and mathematics further develop
their funds management skills Useful resource for financial practitioners who want to
implement momentum trading strategies Reference book providing behavioral and
statistical explanations for market momentum Due to claims that the phenomenon of
momentum goes against the Efficient Markets Hypothesis, behavioral economists have
studied the topic in-depth. However, many books published on the subject are written to
provide advice on how to make money. In contrast, Market Momentum offers a
comprehensive approach to the topic, which makes it a valuable resource for both
investment professionals and higher-level finance students. The contributors address
momentum theory and practice, while also offering trading strategies that practitioners
can study.
In the aftermath of the global financial crisis, the issue of how best to identify
speculative asset bubbles (in real-time) remains in flux. This owes to the difficulty of
disentangling irrational investor exuberance from the rational response to lower risk
based on price behavior alone. In response, I introduce a two-pillar (price and quantity)
approach for financial market surveillance. The intuition is straightforward: while asset
pricing models comprise a valuable component of the surveillance toolkit, risk taking
behavior, and financial vulnerabilities more generally, can also be reflected in subtler,
non-price terms. The framework appears to capture stylized facts of asset booms and
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busts—some of the largest in history have been associated with below average risk
premia (captured by the ‘pricing pillar’) and unusually elevated patterns of issuance,
trading volumes, fund flows, and survey-based return projections (reflected in the
‘quantities pillar’). Based on a comparison to past boom-bust episodes, the approach
is signaling mounting vulnerabilities in risky U.S. credit markets. Policy makers and
regulators should be attune to any further deterioration in issuance quality, and where
possible, take steps to ensure the post-crisis financial infrastructure is braced to
accommodate a re-pricing in credit risk.
An Institutional Theory of Momentum and ReversalAn Institutional Theory of
Momentum and Reversal

Latin America has been one of the critical areas in the study of comparative
politics. The region’s experiments with installing and deepening democracy and
promoting alternative modes of economic development have generated intriguing
and enduring empirical puzzles. In turn, Latin America’s challenges continue to
spawn original and vital work on central questions in comparative politics: about
the origins of democracy; about the relationship between state and society; about
the nature of citizenship; about the balance between state and market. The
richness and diversity of the study of Latin American politics makes it hard to stay
abreast of the developments in the many sub-literatures of the field. The
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Routledge Handbook of Latin American Politics offers an intellectually rigorous
overview of the state of the field and a thoughtful guide to the direction of future
scholarship. Kingstone and Yashar bring together the leading figures in the study
of Latin America to present extensive empirical coverage, new original research,
and a cutting-edge examination of the central areas of inquiry in the region.
With contributions from world-renowned figures such as Niall Ferguson and Adair
Turner, this volume investigates how financial institutions and markets have
undergone or reacted to past pressures, and the regulatory responses that
emerged as a result.
This global handbook provides an up-to-date and comprehensive overview of
shadow banking, or market-based finance as it has been recently coined.
Engaging in financial intermediary services outside of normal regulatory
parameters, the shadow banking sector was arguably a critical factor in causing
the 2007-2009 financial crisis. This second volume explores three particular
domains of shadow banking. The first domain deals with the macro-economic
fundamentals of the respective shadow banking segments: Why do they exist,
what problems do they solve and why are some of their embedded risks so
persistent? The second domain captures the global dimensions of shadow
banking markets, reviewing the particularities and specifics of various shadow
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banking systems around the world. Volume II concludes with an extensive
overview of how the sector has changed since the financial crisis, focusing on
regulatory arbitrage, contract imperfection and governance. Closing on
unresolved issues and open-ended questions that will no doubt remain prominent
in the shadow banking sector for years to come, this handbook is a must-read for
professionals and policy-makers within the banking sector, as well as those
researching economics and finance.
These volumes cover non-linear filtering (prediction and smoothing) theory and
its applications to the problem of optimal estimation, control with incomplete data,
information theory, and sequential testing of hypothesis. Also presented is the
theory of martingales, of interest to those who deal with problems in financial
mathematics. These editions include new material, expanded chapters, and
comments on recent progress in the field.
Macro-based asset allocation is based on the identification of turning points in
macro-financial cycles. This paper suggests that macro-based asset allocation
informed by trends in continuous business and financial cycle indicators could be
a promising alternative for medium- and long-term investment strategies. Despite
changes during the last three decades, the most promising specifications of this
approach did roughly anticipate turning points in asset price cycles, implying
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favourable returns and low portfolio volatility.
This is the third book in the Jossey-Bass Reader series, Organization
Development: A Jossey-Bass Reader. This collection will introduce the key
thinkers and contributors in organization development including Ed Lawler, Peter
Senge, Chris Argyris, Richard Hackman, Jay Galbraith, Cooperrider, Rosabeth
Moss Kanter, Bolman & Deal, Kouzes & Posner, and Ed Schein, among others.
"Without reservations I recommend this volume to those students of
organizational behavior who want an encyclopedia of OD to gain a perspective
on the past, present, and future...." Jonathan D. Springer of the American
Psychological Association.
This book discusses the risks and opportunities that arise in Emerging Asia given
the context of a new environment in global liquidity and capital flows. It
elaborates on the need to ensure financial and overall economic stability in the
region through improved financial regulation and other policy measures to
minimize the emergent risks. "Managing Elevated Risk: Global Liquidity, Capital
Flows, and Macroprudential Policy—An Asian Perspective" also explores the
range of policy options that may be deployed to address the impact of global
liquidity on domestic financial and socio-economic conditions including income
inequality. The book is primarily aimed at policy makers, financial market
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regulators and supervisory agencies to help them improve national regulatory
systems and to promote harmonization of national regulations and practices in
line with global standards. Scholars and researchers will also gain important
information and knowledge about the overall impacts of changing global liquidity
from the book.
The study of political institutions is among the founding pillars of political science.
With the rise of the 'new institutionalism', the study of institutions has returned to
its place in the sun. This volume provides a comprehensive survey of where we
are in the study of political institutions, covering both the traditional concerns of
political science with constitutions, federalism and bureaucracy and more recent
interest in theory and the constructed nature of institutions. The Oxford
Handbook of Political Institutions draws together a galaxy of distinguished
contributors drawn from leading universities across the world. Authoritative
reviews of the literature and assessments of future research directions will help to
set the research agenda for the next decade.
Part of "Advances in International Management" series, this title presents contemporary
research by leading and emerging scholars working on institutional theory. It also
presents theoretical frameworks of institutions and proposes interesting ideas that
provide the foundation for doctoral dissertations and research projects.
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Renowned economist Andrew Smithers offers prescriptive advice and economic theory
on avoiding the next financial crisis In The Road to Recovery, Andrew Smithers—one of
a handful of respected economists to have accurately predicted the most recent global
financial crisis—argues that the neoclassical consensus governing global economic
decision-making must be revised in order to avoid the next financial collapse. He
argues that the current low interest rates and budget deficits have prevented the
recession becoming a depression but that those policies cannot be continuously
repeated and a new consensus for action must be found. He offers practical guidance
on reducing government, household, and business debt; changing the economic
incentives for the management class that currently inhibit long-term growth; and
rebalancing national economies both internally and externally. Further, he explains how
central bankers must broaden the economic theories that guide their decisions to
include the major factors of debt and asset prices. Offers practical, real-world economic
policies for restructuring and rebalancing the global economic system Presents a
modern economic theory for preventing the next collapse Ideal for economists,
investors, fund managers, and central bankers Written by an economist described by
the legendary Barton Biggs as "one of the five best, most dispassionate, erudite
analysts in the world" As the global economy continues the long climb out of recession,
it's imperative that central bankers and other economic decision-makers not repeat the
mistakes of the past. The Road to Recovery offers prescriptive guidance on redesigning
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an economic system that is healthy, stable, and beneficial to all.
This article argues the position that the symbolic sense of community is a product of
action by associations and larger community-based organizations. It draws on a theory
from urban sociology called “the community of limited liability.” In the past this theory,
first articulated by Morris Janowitz, has mostly been used to argue that residents living
in a local neighborhood feel a sense of identification with that area to the extent that the
symbolism of that neighborhood has been developed. This article extends Janowitz’s
theory to apply to local associations and their efforts to create activities, movements,
and products that encourage residents to expand their sense of symbolic attachment to
a place. We argue that this organizational method has long been used by local
associations but it has not been recognized as an organizational theory. Because
associations have used this approach over time, communities have a historical legacy
of organizing and symbol creating efforts by many local associations. Over time they
have competed, collaborated, and together developed a collective vision of place. They
also have created a local interorganizational field and this field of interacting
associations and organizations is dense with what we call associational social capital.
Not all communities have this history of associational activity and associational social
capital. Where it does exist, the field becomes an institutionalized feature of the
community. This is what we mean by an institutional theory of community.
Between 1970 and 2000, Stanford University enabled and supported an
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interdisciplinary community of organizations training, research, and theory building. This
title summarizes the contributions of the main paradigms that emerged at Stanford in
those three decades, and describes the sociological conditions under which this
environment came about.
Financial market behavior and key trading strategies—illuminated by interviews with top
hedge fund experts Efficiently Inefficient describes the key trading strategies used by
hedge funds and demystifies the secret world of active investing. Leading financial
economist Lasse Heje Pedersen combines the latest research with real-world examples
to show how certain tactics make money—and why they sometimes don’t. He explores
equity strategies, macro strategies, and arbitrage strategies, and fundamental tools for
portfolio choice, risk management, equity valuation, and yield curve trading. The book
also features interviews with leading hedge fund managers: Lee Ainslie, Cliff Asness,
Jim Chanos, Ken Griffin, David Harding, John Paulson, Myron Scholes, and George
Soros. Efficiently Inefficient reveals how financial markets really work.
Do portfolio shifts by the world’s largest asset owners respond procyclically to past
returns, or countercyclically to valuations? And if countercyclical investment (with both
market-stabilizing and return-generating properties) is a public and private good, how
might asset owners be empowered to do more of it? These two questions motivate this
study. Based on analysis of representative portfolios (totaling $24 trillion) for a range of
asset owners (central banks, pension funds, insurers and endowments), portfolio
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changes typically appear procyclical. In response, I suggest a framework aimed at
jointly bolstering long-term returns and financial stability should: (i) embed governance
practices to mitigate ‘multi-year return chasing;’ (ii) rebalance to benchmarks with
factor exposures best suited to long-term investors; (iii) minimize principal-agent
frictions; (iv) calibrate risk management to minimize long-term shortfall risk (not shortterm price volatility); and (v) ensure regulatory conventions do not amplify procyclicality
at the worst possible times.
The Institutional Theory of the Firm examines recent and previous organization theory
literature to advocate what Evans (1995) refers to as the "embedded autonomy" of the
firm, as well as its role in being simultaneously anchored in, for example, corporate
legislation and regulatory practices on the national, regional (i.e., within the European
Union) and transnational levels, while at the same time being granted the right to
operate with significant degrees of freedom within this legal-regulatory model. Seen in
this view, the embedded autonomy of the corporation represents a theoretical view of
the corporation that complements the market-based image of the corporation in
economic theory. When advocating the institutional theory model, three forms of
embedded autonomy are examined. First, the corporation is enacted as a legal entity
sui juris—as a freestanding "legal person" in corporate law and within the regulatory
framework that serves to enforce legislation in everyday life settings. Second, the
corporation is embedded within what social theorists refer to as moral economies, the
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norms and values that regulate what are the socially acceptable and legitimate means
for conducting business. Third and finally, the corporation is embedded in governance,
a relatively complex economic concept that denotes legal and regulatory control on the
societal and economic system levels, and on the level of the individual corporation. By
combining the three forms of embeddedness, sanctioned by law, norms, and
governance, the embedded autonomy of the firm is secured on the basis of a variety of
social practices and resources. This book brings together a diverse literature including
management studies, economic sociology, legal theory, finance theory, and
mainstream economic theory to advance the argument that the corporation is best
understood as what is embedded in a social and economic context, yet best serving its
defined and stipulated ends by assuming considerable degrees of freedom to operate
in isolation from various stakeholders. It will be of relevance for a variety of readers,
including graduate students, management scholars, policy-makers, and management
consultants interested in organization theory and management studies.
We propose a rational theory of momentum and reversal based on delegated portfolio
management. A competitive investor can invest through an index fund or an active fund
run by a manager with unknown ability. Following a negative cashflow shock to assets
held by the active fund, the investor updates negatively about the manager's ability and
migrates to the index fund. While prices of assets held by the active fund drop in
anticipation of the investor's outflows, the drop is expected to continue, leading to
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momentum. Because outflows push prices below fundamental values, expected returns
eventually rise, leading to reversal. Fund flows generate comovement and lead-lag
effects, with predictability being stronger for assets with high idiosyncratic risk. We
derive explicit solutions for asset prices, within a continuous-time normal-linear
equilibrium.
Management Information Systems (MIS) play a crucial role in an organization's operations,
accounting, decision-making, project management, and competitive advantage. The Oxford
Handbook of Management Information Systems takes a critical and interdisciplinary view of the
increasing complexity of these systems within organizations, and the strategic, managerial,
and ethical issues associated with the effective use of these technologies. The book is
organized into four parts: - Part I: Background - Part II: Theoretical and Methodological
Perspectives in MIS - Part III: Rethinking Theory in MIS Practice - Part IV: Rethinking MIS
Practice in a Broader Context The Handbook provides expansive coverage of the discipline
and a methodological and philosophical framework for discussion of key topics, before
exploring the issues associated with MIS in practice and considering the broader context and
future agenda of research in light of such concerns as sustainability, ethics, and globalization.
Bringing together international scholars to focus on the theory and practice of MIS, this
handbook provides a comprehensive resource for academics and research students in the
fields of MIS, IS, Organizational Behaviour, and Management in general.
Machine learning (ML) is progressively reshaping the fields of quantitative finance and
algorithmic trading. ML tools are increasingly adopted by hedge funds and asset managers,
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notably for alpha signal generation and stocks selection. The technicality of the subject can
make it hard for non-specialists to join the bandwagon, as the jargon and coding requirements
may seem out of reach. Machine Learning for Factor Investing: R Version bridges this gap. It
provides a comprehensive tour of modern ML-based investment strategies that rely on firm
characteristics. The book covers a wide array of subjects which range from economic
rationales to rigorous portfolio back-testing and encompass both data processing and model
interpretability. Common supervised learning algorithms such as tree models and neural
networks are explained in the context of style investing and the reader can also dig into more
complex techniques like autoencoder asset returns, Bayesian additive trees, and causal
models. All topics are illustrated with self-contained R code samples and snippets that are
applied to a large public dataset that contains over 90 predictors. The material, along with the
content of the book, is available online so that readers can reproduce and enhance the
examples at their convenience. If you have even a basic knowledge of quantitative finance, this
combination of theoretical concepts and practical illustrations will help you learn quickly and
deepen your financial and technical expertise.
This revised and extended second edition evaluates the diverse approaches to organizational
change that have defined the field. Explaining the assumptions and implications that
accompany these diverse philosophies, this book demystifies the complexities of conflicting
perspectives and delivers valuable insights into the research and practice of organizational
change.
Modern law is to be understood as comprising norms which are implicated in particular forms
of life which -- animated by the modern values of individualism -- have emerged in democratic
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polities. Failure to understand the nature of such fundamental institutional forms as 'society'
and 'state',and of the need to appraise the central institutions of the democractic polity against
the demands of legitimacy, has had serious consequences for political and legal theory in
recent times. In An Institutional Theory of Law, Morton provides a fundamental philosophical
critique of the assumptions ofpositivist jurisprudence and an attack on the foundationalism of
contemporary legal philosophy. His prime concern is to distinguish between the different fields
of law -- penal, civil, and public -- taking as his starting point the careful analysis of the
institutions in a democracy within whichlegal language and norms are generated. Offering an
original, coherent and systematic exposition of law in society today, Peter Morton sheds new,
important light on legal practices and relations through comparison with an ideal type of legal
system. With this book, Peter Morton offers readers a major contribution to our understanding
oflaw in society in the 1990s. As such it will be of great interest to scholars of legal theory,
political science, and political constitution.
This book presents a theoretical study of the generation and conversion of phonon angular
momentum in crystals. Recently, rotational motions of lattice vibrations, i.e., phonons, in
crystals attract considerable attentions. As such, the book theoretically demonstrate
generations of phonons with rotational motions, based on model calculations and first-principle
calculations. In systems without inversion symmetry, the phonon angular momentum is shown
to be caused by the temperature gradient, which is demonstrated in crystals such as wurtzite
gallium nitride, tellurium, and selenium using the first-principle calculations. In systems with
neither time-reversal nor inversion symmetries, the phonon angular momentum is shown to be
generated by an electric field. Secondly, the book presents the microscopic mechanisms
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developed by the author and his collaborator on how these microscopic rotations of nuclei are
coupled with electron spins. These predictions serve as building blocks for spintronics with
phonons or mechanical motions.
The topic of ‘stranded assets’ created by environment-related risk factors has risen up the
agenda dramatically, influencing many pressing topics in relation to global environmental
change. For example: how best to manage the exposure of investments to environment-related
risks so that financial institutions can avoid stranded assets; the financial stability implications
of stranded assets and what this means for macroprudential regulation, microprudential
regulation, and financial conduct; reducing the negative consequences of stranded assets by
finding ways to address unemployment, lost profits, and reduced tax income; internalising the
risk of stranded assets in corporate strategy and decision-making, particularly in carbon
intensive sectors susceptible to the effects of societal action on climate change; underpinning
arguments by civil society campaigns attempting to secure rapid decarbonisation to reduce the
scale of anthropogenic climate change; and designing decarbonisation plans developed by
governments, as well as companies and investors. Taken as a whole, this book provides some
of the latest thinking on how stranded assets are relevant to investor strategy and decisionmaking, as well as those seeking to understand and influence financial institutions. This book
was originally published as a special issue of the Journal of Sustainable Finance and
Investment.
This volume offers a comprehensive and empirically rich analysis of regional maritime disputes
in the South China Sea (SCS). By discussing important aspects of the rise of China’s maritime
power, such as territorial disputes, altered perceptions of geo-politics and challenges to the USPage 19/23
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led regional order, the authors demonstrate that a regional power shift is taking place in AsiaPacific. The volume also provides in-depth discussions of the responses to Chinese actions by
SCS claimants as well as by important non-claimant actors.
Institutional Investors in Global Market provides you with a comprehensive overview about
what institutional investors do, how they do it, and when and where they do it; it is about the
production of investment returns in the global economy. Being a book about the production
process, you learn about key issues found in the academic literature on the theory of the firm.
In this case, the focus is on the global financial services industry, where the building blocks
underpinning the study of industrial corporations are less relevant. You gain an understanding
of how and why the production of investment returns differs from that of manufactured goods.
You are provided with an analytical framework that situates financial institutions within the
complex web of the intermediaries that dominate developed financial markets. In summary,
you gain further insights into analysis of the organization and management of institutional
investors; as well as an analysis of the global financial services industry.

How do institutions influence and shape cognition and action in individuals and
organizations, and how are they in turn shaped by them? Various social science
disciplines have offered a range of theories and perspectives to provide answers to this
question. Within organization studies in recent years, several scholars have developed
the institutional logics perspective. An institutional logic is the set of material practices
and symbolic systems including assumptions, values, and beliefs by which individuals
and organizations provide meaning to their daily activity, organize time and space, and
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reproduce their lives and experiences. This approach affords significant insights,
methodologies, and research tools, to analyze the multiple combinations of factors that
may determine cognition, behaviour, and rationalities. In tracing the development of the
institutional logics perspective from earlier institutional theory, the book analyzes
seminal research, illustrating how and why influential works on institutional theory
motivated a distinct new approach to scholarship on institutional logics. The book
shows how the institutional logics perspective transforms institutional theory. It presents
novel theory, further elaborates the institutional logics perspective, and forges new
linkages to key literatures on practice, identity, and social and cognitive psychology. It
develops the microfoundations of institutional logics and institutional entrepreneurship,
proposing a set of mechanisms that go beyond meta-theory, integrating this work with
macro theory on institutional logics into a cross-levels model of cultural heterogeneity.
By incorporating current psychological understanding of human behaviour and linking it
to sociological perspectives, it aims to provide an encompassing framework for
institutional analysis, and to be an essential and accessible reference for scholars and
advanced students of organizational behaviour, organization and management theory,
business strategy, and cultural sociology.
In distilling a vast literature spanning the rational— irrational divide, this paper offers
reflections on why asset bubbles continue to threaten economic stability despite
financial markets becoming more informationally-efficient, more complete, and more
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heavily influenced by sophisticated (i.e. presumably rational) institutional investors.
Candidate explanations for bubble persistence—such as limits to learning, frictional
limits to arbitrage, and behavioral errors—seem unsatisfactory as they are inconsistent
with the aforementioned trends impacting global capital markets. In lieu of the shortterm nature of the asset owner—manager relationship, and the momentum bias inherent
in financial benchmarks, I argue that the business risk of asset managers acts as strong
motivation for institutional herding and ‘rational bubble-riding.’ Two key policy
implications follow. First, procyclicality could intensify as institutional assets under
management continue to grow. Second, remedial policies should extend beyond the
standard suite of macroprudential and monetary measures to include time-invariant
policies targeted at the cause (not just symptom) of the problem. Prominent among
these should be reforms addressing principal-agent contract design and the
implementation of financial benchmarks.
There is still no consensus on who or what caused the financial crisis which engulfed
the world, beginning in the summer of 2007. A huge number of suspects have been
identified, from greedy investment bankers, through feckless borrowers, dilatory
regulators and myopic central bankers to violent video games and high levels of
testosterone among the denizens of trading floors. There is not even agreement on
whether the crisis shows a need for more government intervention in markets, or less:
some maintain that government encouragement of home ownership lay at the heart of
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the problem in the US, in particular. In The Financial Crisis Howard Davies charts a
course through these arguments, and the evidence advanced for each of them. The
reader can thereby assess the weight to be attached to each, and the likely
effectiveness of the remedies under development.
Analyses governance structures for international finance, evaluates current regulatory
reforms and proposes a new governance system for global financial markets.
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