
B9020 PhD Seminar, Spring 2019 

Research on Investing with Fundamental Analysis 

This seminar covers research on trading with fundamental information. It covers such topics as 

fundamental-based trading strategies, accounting anomalies in returns, accounting arbitrage, 

limits to arbitrage, factor investing, fundamental analysis and smart beta, research on accounting 

quality, and developing the appropriate accounting information on which to trade.  

The seminar will be in four parts, led sequentially by Professors Rajgopal, Nissim, Penman, and 

Harris.  

The class meets on Thursdays 2:15pm – 5:50pm in Uris 329. 

 

PART I. Trading in Markets and Value Investing - Professor Rajgopal  

In every class, I will make a brief 10-15 minute presentation at the beginning to set the stage for 

why I chose these papers and what we expect to learn via a deep dive into the three papers for the 

session.  This will be followed by a 45-60 minute presentation and discussion of each paper by a 

student.  We will take a 15-minute break around the half way mark in the class (around 3.35 pm).  

We have a total of 12 papers and hence more students than papers.  Hence, a team of TWO 

students will be expected to present every paper in the class.  I have attached a sign-up sheet for 

the presentation of each paper.  Please add your names to the list. If you volunteer to present 

more than the mandatory one time, you will get extra credit. 

In addition, every student will be expected to send in one question on every paper on the 

discussion website before the class starts on canvas so that the presenting student can address 

some of these questions in his/her presentation.  These questions will count towards class 

participation credit for the class.   

Please note that the presentations will be run in a seminar format typical of PhD classes at 

Columba Business School.  This means that after around 10 minutes of uninterrupted time, 

anyone in the class can ask clarifying questions of the presenter.  I actively encourage students to 

ask questions of the presenting student.  Please do not view such questions as a sign of 

inadequate preparation on behalf of the speaker or the instructor or as an unwarranted 

interruption to your talk.  The number and quality of such questions will count towards your 

participation grade.  Passive consumption of the material is strictly discouraged.  We all learn 

better when our ideas are constantly challenged in a friendly and safe environment.   

By January 25: For Rajgopal’s portion, please email sr3269@gsb.columbia.edu the names 

of the students on your team and the specific paper you would like to present.  If I don’t 

hear from you by January 25, I will randomly assign papers to students and expect them to 

be prepared for class on the day they are expected to present their paper. 

 

mailto:sr3269@gsb.columbia.edu


Session 1: January 31. Market for Information and Noise Traders 

 Grossman and Stiglitz (1980) argue that perfectly efficient markets are impossible:  The reference 

is S. Grossman and J. Stiglitz. On the impossibility of informationally efficient markets. 

American Economic Review, 70:393–408, 1980 and available at 

https://www.jstor.org/stable/1805228?seq=1#metadata_info_tab_contents 

 

 Black (1986) argues that noise traders trade on noise as though it were information: The reference 

is F. Black. Presidential address: Noise. Journal of Finance, 41:529–543, 1986 and the paper is 

available at https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1986.tb04513.x 

 

 Shiller (1981) shows stock prices are too volatile given their fundamentals: The reference is R. 

Shiller. Do stock prices move too much to be justified by subsequent changes in dividends? 

American Economic Review, 71:421–436, 1981 and the paper can be found at 

https://ms.mcmaster.ca/~grasselli/Shiller81.pdf 

 

Session 2: February 7. Why does Value Investing Work? 

Required: 

 Asness Frazzini and Pedersen (2013) show value investing works in terms of earning “alpha.”  

The reference is C. Asness, A. Frazzini, and L. Pedersen. Quality minus junk. Review of 

Accounting Studies, 1-79, November 2018 and the paper can be found at 

https://link.springer.com/article/10.1007%2Fs11142-018-9470-2 

 

 Is it risk? Campbell et al. (2010) separates cash flow news from discount rate news.  The 

reference is J. Campbell, C. Polk, and T. Vuolteenaho. Growth or glamour? Fundamentals and 

systematic risk in stock returns. Review of Financial Studies, 23:306–344, 2010.  The paper can 

be found at https://www.nber.org/papers/w11389 

 

 Is it liquidity driven pressure? Coval and Stafford (2007) document that fire sales by mutual 

funds depress stock prices.  The reference is J. Coval and E. Stafford. Asset fire sales (and 

purchases) in equity markets. Journal of Financial Economics, 86:479–512, 2007.  The paper can 

be found at https://www.sciencedirect.com/science/article/pii/S0304405X07001158 

 

Recommended reading not required for in-class presentation: 

 Is it “prudent man” concerns? D. Del Guercio. The distorting effect of the prudent-man laws on 

institutional equity investments. Journal of Financial Economics, 40:31–62, 1996 and Green et al. 

(2011), the reference for which is Green, J. Hand, and M. Soliman. Going, going, gone? The 

apparent demise of the accruals anomaly. Management Science, 57:797–816, 2011. 

 

 Is it simply investor preferences? M. K. Brunnermeier and A. Parker. Optimal expectations. 

American Economic Review, 95:1092–1118, 2005. 

 

Session 3: February 14.  Is it Barriers to Arbitrage and Transactions Costs? 

https://www.jstor.org/stable/1805228?seq=1#metadata_info_tab_contents
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1986.tb04513.x
https://ms.mcmaster.ca/~grasselli/Shiller81.pdf
https://link.springer.com/article/10.1007%2Fs11142-018-9470-2
https://www.nber.org/papers/w11389
https://www.sciencedirect.com/science/article/pii/S0304405X07001158


 Shleifer and Vishny (1997) highlight the role of impatient capital: The reference is A. Shleifer 

and R. Vishny. The limits of arbitrage. Journal of Finance, 52: 35–55, 1997 and available at 

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03807.x 

 

 Adrian et al (2014) show that when arbitrage capital withdraws, the usual size, M/B and bond 

strategies under perform.  The reference is T. Adrian, E. Etula, and T. Muir. Financial 

intermediaries and the cross section of asset returns. Journal of Finance, 69:2557–2596, 2014.  

The paper is available at https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12189 

 

 Frazzini et al. (2012) show that the value, size, momentum, price reversal strategy break even 

portfolio sizes are roughly $1.87 trill, 811 bill, 122 bill and 17 bill respectively  

http://faculty.som.yale.edu/Tobiasmoskowitz/documents/TradingCostofAssetPricingAnomalies.p

df 

 

Session 4: February 21. Research Methodology: Distinguishing Risk from Mispricing 

Required: 

 Fama French five-factor model is the latest version of their model used to explain cross section of 

stock returns.  The reference is 

https://www8.gsb.columbia.edu/programs/sites/programs/files/finance/Finance%20Seminar/sprin

g%202014/ken%20french.pdf 

 

 Daniel and Titman (1997) question the role of factors versus that of stock characteristics and 

suggest that Fama French pick up mispricing not risk.  The reference is K. Daniel and S. Titman. 

Evidence on the characteristics of cross-sectional variation in common stock returns. Journal of 

Finance, 52:1–33, 1997.  The paper can be found at 

https://onlineliary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03806.x 

 

 Barber and Lyon (2007) highlight how measurement of expected return over long horizons is 

difficult and hence impedes inferences on risk v/s mispricing explanation.  The reference is B. 

Barber and J. Lyon. Detecting long-run abnormal stock returns: The empirical power and 

specification of test statistics. Journal of Financial Economics, 43:341–372, 1997.  The paper can 

be found at: https://www.sciencedirect.com/science/article/pii/S0304405X96008902 

 

 

Recommended reading not required for presentation in class: 

 Petersen (2010) points to the importance of adjusting for standard errors in stock returns 

regressions to avoid inflated t-statistics on a signal.  The reference is Estimating Standard Errors 

in Finance Panel Data Sets: Comparing Approaches Review of Financial Studies, January 2009, 

Volume 22, pp 435-480.  The paper can be found at 

https://academic.oup.com/rfs/article/22/1/435/1585940.  Advice on programming and data sets is 

available at 

https://www.kellogg.northwestern.edu/faculty/petersen/htm/papers/se/se_programming.htm 

 

 Harvey (2016) cautions against p hacking in identifying trading strategies.  The reference is 

Presidential Address: The Scientific Outlook in Financial Economics.  Journal of Finance, 

volume72, Issue 4, August 2017, pages 1399-1440.  The paper can be found at 

https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12530 

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03807.x
https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12189
http://faculty.som.yale.edu/Tobiasmoskowitz/documents/TradingCostofAssetPricingAnomalies.pdf
http://faculty.som.yale.edu/Tobiasmoskowitz/documents/TradingCostofAssetPricingAnomalies.pdf
https://www8.gsb.columbia.edu/programs/sites/programs/files/finance/Finance%20Seminar/spring%202014/ken%20french.pdf
https://www8.gsb.columbia.edu/programs/sites/programs/files/finance/Finance%20Seminar/spring%202014/ken%20french.pdf
https://onlineliary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03806.x
https://www.sciencedirect.com/science/article/pii/S0304405X96008902
https://academic.oup.com/rfs/article/22/1/435/1585940
https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12530


 

 Shumway (1997) highlights the importance of delisting returns and survivorship issues: The 

reference is T. Shumway. The delisting bias in CRSP data. Journal of Finance, 52:327– 

340, 1997.  The paper can be found at https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-

6261.1997.tb03818.x 

 

 
________________________________________________________________________ 
 

PART II. Implementing Fundamental Valuation. Professor Nissim   

Session 5: February 28 Developing Fundamental Valuation Models 

Session 6: March 7 Earnings Quality Analysis 

Session 7: March 28: Relative Valuation 

Session 8: April 4 TBA 

 

PART III. Styles of Fundamental Investing. Professor Penman 

Session 9: April 11 Accounting Anomalies and Accounting Arbitrage 

Session 10: April 18 Smart-beta and Factor Investing 

Session 11: April 25 Risk in Fundamental Investing and Portfolio Optimization 

 

PART IV. Accounting for Fundamental Investing: The CEASA Project. Professor Harris  

Session 12: May 2 TBA 

  

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03818.x
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.1997.tb03818.x


Shiva Rajgopal’s portion sign-up sheet to present papers 

Date Presentation time Paper Student team participant 

    

Jan 31 2.35-3.35 pm Grossman Stiglitz 1. 

   2. 

    

Jan 31 3.50-4.50 pm Black 1. 

   2. 

    

Jan 31 4.50-5.50 pm Shiller 1. 

   2. 

    

Feb 7 2.35-3.35 pm Asness et al. 1. 

   2. 

    

Feb 7 3.50-4.50 pm Campbell et al. 1. 

   2. 

    

Feb 7 4.50-5.50 pm Coval and Stafford 1. 

   2. 

    

Feb 14 2.35-3.35 pm Shleifer and Vishny 1. 

   2. 

    

Feb 14 3.50-4.50 pm Adrian et al. 1. 

   2. 

    

Feb 14 4.50-5.50 pm Frazzini et al. 1. 

   2. 

    

Feb 21 2.35-3.35 pm Fama French 1. 

   2. 

    

Feb 21 3.50-4.50 pm Daniel Titman 1. 

   2. 

    

Feb 21 4.50-5.50 pm Barber and Lyon 1. 

   2. 

    

 


