JFOA

JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

A PUBLICATION OF THE

UNIVERSITY OF WASHINGTON

SCHOOL OF BUSINESS ADMINISTRATION
IN COOPERATION WITH THE

NEW YORK UNIVERSITY

LEONARD N. STERN SCHOOL OF BUSINESS

VOL. 37, NO. 4, DECEMBER 2002

End of Year Report from the Managing Editors

The Determinants of the Flow of Funds of Managed Portfolios:
Mutual Funds vs. Pension Funds ................ . . ... 523
Diane Del Guercio and Paula A. Tkac

Returns-Chasing Behavior, Mutual Funds, and Beta’'s Death ......... 559
Jason Karceski

Partial Adjustment to Public Information and IPO Underpricing ........ 595
Daniel J. Bradley and Bradford D. Jordan

Does Market Structure Affect the Immediacy of
Stock Price Responses to NeWS? . ... . e 617
Ronald W. Masulis and Lakshmanan Shivakumar

Option Pricing in a Multi-Asset, Complete Market Economy ........... 649
Ren-Raw Chen, San-Lin Chung, and Tyler T. Yang

Pricing American Options on Foreign Assets in
a Stochastic Interest Rate Economy . ............... ... .. . ... ... 667
San-Lin Chung

An Empirical Examination of Call Option Values Implicit in
U.S. Corporate Bonds .. ... ... 693
Tao-Hsien Dolly King

ssaud Aussanun abpuquied Ag auljuo paysiignd 6282000006012200S/£L0L"01/610°10p//:sdny


https://doi.org/10.1017/S0022109000002829

MANAGING EDITORS

Stephen Brown
New York University

ASSOCIATE EDITORS

Geert Bekaert
Columbia University
Hendrik Bessembinder
University of Utah
Zhiwu Chen

Yale University

Jeffrey Coles
Arizona State University

Jennifer Conrad
University of North Carolina

Larry Dann

University of Oregon
Philip Dybvig
Washington University
Wayne Ferson

Boston College

Michael Fishman
Northwestern University

Mark Grinblatt
University of California, Los Angeles

Avraham Kamara
University of Washington

Robert Korajczyk
Northwestern University

Josef Lakonishok
University of lllinois,
Urbana-Champaign

Francis Longstaff
University of California, Los Angeles

Ananth Madhavan
University of Southern California

Ronald Masulis
Vanderbilt University

Jonathan Karpoff
University of Washington

Paul Malatesta

John McConnell
Purdue University
Robert McDonald
Northwestern University

Wayne Mikkelson
University of Oregon

Vasanttilak Naik

University of British Columbia
Maureen O’Hara

Cornell University

Neil Pearson
University of Illinois,
Urbana-Champaign
Jeffrey Pontiff
Boston College
Matthew Richardson
New York University

Jay Ritter
University of Florida

Eduardo Schwartz
University of California, Los Angeles

Chester Spatt
Carnegie-Mellon University

Hans Stoll
Vanderbilt University
Ralph Walkling

Ohio State University
Ivo Welch

Yale University
David Yermack

New York University

Guofu Zhou
Washington University

STAFF: Martha (Marty) Auvil, Editor; Susan Huot, Office Manager
Gloria Young, Editorial Associate

University of Washington

The Journal of Financial and Quantitative Analysis (ISSN 0022-1090), School of
Business Administration, University of Washington, 115 Lewis, Box 353200,
Seattle, WA 98195-3200, is published quarterly in March, June, September, and
December by the University of Washington School of Business Administration in
cooperation with the Leonard N. Stern School of Business at New York University.
POSTMASTER: Send address changes to Journal of Financial and Quantitative
Analysis, School of Business Administration, University of Washington, Seattle,
WA 98195-3200. Periodicals postage is paid at Seattle, Washington.

Copyright 2002, School of Business Administration, University of Washington

ssaud Aussanun abpuquied Ag auljuo paysiignd 6282000006012200S/£L0L"01/610°10p//:sdny


https://doi.org/10.1017/S0022109000002829

JFOA

JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

PHONE: (206) 543-4598 University of Washington
FAX: (206) 616-1894 School of Business Administration
E-MAIL: jfga@jfqga.org 115 Lewis Box 353200
URL: http://www.jfga.org Seattle, WA 98195-3200 USA

VOL. 37, NO. 4, DECEMBER 2002

PURPOSE AND FOCUS

The Journal of Financial and Quantitative Analysis (JFQA) publishes theoretical
and empirical research in financial economics. Topics include corporate finance,
investments, capital and security markets, and quantitative methods of particular
relevance to financial researchers.

Opinions expressed in the JFQA are those of the authors and do not necessarily
reflect those of the University of Washington School of Business Administration.

For specific information concerning subscriptions, submissions, single-copy
orders, missing issues, permission to reprint, or advertising, write, call, fax, or
e-mail the JFQA office.

SUBMISSIONS

Itis JFQA policy to give prompt attention to all submitted manuscripts. Consistent
with this policy, honoraria are paid to referees who provide timely reviews.

Send manuscripts in quadruplicate (or electronic submissions in PDF) with $200
submission fee for subscribers ($250 for non-subscribers) to the Managing
Editors. Checks must be payable to the JFQA in U.S. dollars for depositina U.S.
bank. VISA, MasterCard, and American Express are accepted. Style guides for
preparing manuscripts can be found in each JFQA issue or at the JFQA web site.

SUBSCRIPTIONS

Subscriptions, which must be prepaid and renewed annually, start with the next
available issue unless otherwise requested. Checks or money orders must be
payable to the JFQA in U.S. dollars for depositin a U.S. bank. VISA, MasterCard,
and American Express are accepted. Use the subscription form at the back of this
issue or print the form from the JFQA web site. Upon request, electronic
subscriptions are available in PDF files. Claims for missing issues must be made
within six months of the date of publication.

Annual Subscription Fees:

Library or Firm U.sS. $95
Outside U.S.A. U.S. $100
Individual U.S. $50
Outside U.S.A. UsS. $55
Student (with verification) UsS. $25
Outside U.S.A. U.S. $30
Airmail (additional) U.S. $30
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End of Year Report from the Managing Editors
October 23, 2002

Itis the JFQA’s mission to stimulate, develop, and publish important new discov-
eries about financial economics. We also seek to promote the highest levels of
scholarship and exposition in financial research.

The Journal continues to attract an increasing number of excellent manuscripts
from researchers in all areas of finance. During the 12-month period ended
September 30, 2002, the JFQA received 344 newly submitted papers, up 9% from
the previous year and 23% from 2000 levels. This continues a recent pattern of
aggressive growth in the number of new papers submitted to the journal.

During the year, 525 total papers were available for evaluation—344 new
submissions, plus 92 invited resubmissions and 89 papers that were under review
at the beginning of the period. Of these, we reached editorial decisions on 454
papers, and 39, or 8.6%, were accepted for publication.

The JFQA’s acceptance rate ranks it among the most selective among the leading
outlets for financial research. We extend our congratulations to JFQA authors for
their accomplishments.

We congratulate also the winners of the William F. Sharpe Award for Excellence
in Financial Research for papers published in the Volume 36 (2001) of the journal.

Jonathan Clarke, Georgia Institute of Technology
Craig Dunbar, University of Western Ontario
Kathleen M. Kahle, University of Pittsburgh
“Long-Run Performance and Insider Trading in Completed and Canceled
Seasoned Equity Offerings”
December 2001, Vol. 36, No. 4, pp. 415-430

The grant of the Sharpe Award is based on a vote of JFQA readers. Balloting for
the Volume 37 (2002) Sharpe Award is open from December 1, 2002 through
February 28, 2003. We encourage you to visit the JFQA web site at http://
www.jfga.org to register your vote for the Sharpe Award. If you would like a paper
ballot, please contact the JFQA office at 206-543-4598.

The journal’s ability to attract and develop high-quality research is attributable
largely to the efforts of its Associate Editors and referees. Following is a list of
referees who have reviewed at least one paper for the journal during this past year.
They deserve all of our thanks, for their efforts allow the JFQA truly to represent
all areas of the finance profession.

Stephen Brown
Jonathan Karpoff
Paul Malatesta

JFQA Reviewers
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