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TOPIC NR1:
Paying for Distress: CEO Compensation under Financial Risk
Advisor: Larissa Ginzinger

Recent corporate failures and periods of heightened economic uncertainty - including the COVID-19 crisis -have renewed attention on executive accountability and the design of CEO compensation contracts. Firms facing elevated financial distress risk often require strong leadership to navigate challenging environments. At the same time, CEOs incur substantial personal costs if their firms become financially distressed, including losses in equity-based wealth and reputational damage. These considerations raise an important question: Do firms systematically adjust CEO compensation and incentive structures in response to financial distress risk?

Chang, Hayes, and Hillegeist (2016) examine how ex ante financial distress risk affects the compensation packages of newly appointed CEOs. Focusing on new CEOs allows the authors to isolate the effect of distress risk from contemporaneous firm performance. They show that higher distress risk is associated with significantly higher total compensation, greater reliance on equity-based pay, higher pay-performance sensitivity, and higher pay-risk sensitivity. These findings suggest that firms provide compensation premia and stronger incentives to CEOs who bear greater financial distress risk, thereby altering the nature of the agency relationship in distressed environments.

Requirements:

The goal of this thesis is twofold. First, the student is expected to replicate the main findings of Chang, Hayes, and Hillegeist (2016). Do newly appointed CEOs receive higher total compensation when their firms face greater ex ante financial distress risk? Does financial distress risk affect the structure of CEO compensation, in particular the reliance on equity-based pay? Is higher distress risk associated with stronger CEO incentives, as measured by pay-performance sensitivity and pay-risk sensitivity? 

Second, the student should extend the analyses by (i) expanding the sample to include more recent years, allowing the inclusion of major economic downturns such as the Global Financial Crisis and the COVID-19 period and (ii) conducting heterogeneity analyses. For example, the student may investigate whether female CEOs receive different compensation premia or incentive structures in response to financial distress risk, given potential differences in career concerns and labor market penalties.

Executive compensation data are available from S&P ExecuComp (via WRDS). Firm-level accounting information can be obtained from Compustat, and stock return data from CRSP. These databases are freely accessible to affiliates of the University of Mannheim. We recommend that the candidate has at least basic knowledge of a statistical software program (e.g., Stata, R, or Python) and econometrics.
Introductory Literature:
· Chang, W.-J., Hayes, R. M., & Hillegeist, S. A. (2016). Financial distress risk and new CEO compensation. Management Science, 62(2), 479–501.
· Core, J. E., Holthausen, R. W., & Larcker, D. F. (1999). Corporate governance, chief executive officer compensation, and firm performance. Journal of Financial Economics, 51(3), 371-406.
· Edmans, A., Gabaix, X., & Jenter, D. (2017). Executive compensation: A survey of theory and evidence. The Handbook of the Economics of Corporate Governance, 1, 383-539.
· Edmans, A., Gosling, T., & Jenter, D. (2023). CEO compensation: Evidence from the field. Journal of Financial Economics, 150(3), 103718.
· Peters, F. S., & Wagner, A. F. (2014). The executive turnover risk premium. The Journal of Finance, 69(4), 1529-1563.
TOPIC NR2: 
Managerial Overconfidence, Executive Gender, and Corporate Policies

Advisor: Larissa Ginzinger

Economic research increasingly emphasizes the role of managerial traits in shaping corporate decisions. Beyond formal incentive contracts, behavioral characteristics such as overconfidence may systematically influence executives’ investment and financing choices. At the same time, growing attention has been paid to gender differences in managerial behavior and leadership styles. A central question is whether male and female executives differ in their degree of overconfidence and whether such differences translate into distinct corporate policies and risk profiles.

Huang and Kisgen (2013) show that male executives exhibit higher levels of overconfidence than female executives, measured using option-exercise behavior, and document associated differences in firms’ investment and financing decisions. More generally, behavioral corporate finance frameworks developed by Malmendier and Tate (2005, 2015) argue that managerial overconfidence can shape firms’ investment and financing policies, particularly in the presence of financing frictions.
Requirements:

The goal of this thesis is twofold. First, the student is expected to replicate the main findings of Huang and Kisgen (2013). Are male executives more overconfident than female executives when overconfidence is measured using option-based proxies? Is executive overconfidence associated with differences in firms’ investment behavior, leverage, and stock return volatility? Do gender differences help explain heterogeneity in these relations?
Second, the student should extend the analyses by (i) expanding the sample to include more recent years, thereby covering major economic downturns such as the Global Financial Crisis and the COVID-19 period, and (ii) examining heterogeneity in the effects of managerial overconfidence. In particular, the student may investigate whether the impact of overconfidence on corporate policies and firm risk differs across firms with high versus low internal financing capacity (e.g., cash flow or cash holdings), and/or whether the effects are amplified during crisis periods.
Executive compensation data are available from S&P ExecuComp. Firm-level accounting information can be obtained from Compustat, and stock return data from CRSP. These databases are freely accessible to affiliates of the University of Mannheim. We recommend that the candidate has at least basic knowledge of a statistical software program (e.g., Stata, R, or Python) and econometrics.

Introductory Literature:
· Adams, R. B., & Ferreira, D. (2009). Women in the boardroom and their impact on governance and performance. Journal of Financial Economics, 94(2), 291-309.

· Bernile, G., Bhagwat, V., & Yonker, S. (2018). Board diversity, firm risk, and corporate policies. Journal of financial economics, 127(3), 588-612.

· Huang, J., & Kisgen, D. J. (2013). Gender and corporate finance: Are male executives overconfident? Journal of Financial Economics, 108(3), 822–839.

· Malmendier, U., & Tate, G. (2005). CEO overconfidence and corporate investment. Journal of Finance, 60(6), 2661–2700.

· Malmendier, U., & Tate, G. (2015). Behavioral CEOs: The role of managerial overconfidence. Journal of Economic Perspectives, 29(4), 37–60.
TOPIC NR3: 
Spousal expectation gaps and household financial decisions
Advisor: Sehrish Usman

Households consist of multiple members, and the interactions between individuals within a family are crucial to understanding household financial decisions. Despite substantial progress in capturing such interactions through collective decision-making models, there is relatively little empirical evidence. The main challenge lies in the limited availability of data on the expectations of individual family members in most household surveys. Recent theoretical and empirical research shows that financial decision-making within households is closely linked to individual beliefs and expectations. Related to this, the literature demonstrates that couples’ expectations regarding their personal relationships can influence their saving decisions (Gonzalez and Ozcan, 2013). Changes in the legal framework, such as property division rights, can also distort asset allocation decisions among intact married couples (Voena, 2015). Another strand of literature shows that agreements and disagreements in these expectations affect the allocation of resources within a household. This research indicates that intrahousehold heterogeneity in beliefs goes beyond the gender gap in macroeconomic expectations (e.g., Jacobsen et al., 2014; D’Acunto, Malmendier, and Weber, 2021). Da Ke (2025) provides evidence that substantial intrahousehold disagreement about inflation, economic recessions, and stock market returns among couples significantly influences household asset allocation decisions and portfolio choices.
Requirements:

The goal of this master thesis is to empirically explore whether, and in what ways, differences in spouses’ macroeconomic expectations influence their asset allocation decisions. First, the student will conduct a comprehensive literature review on (1) intrahousehold financial decisions (2) within-family interactions and asset allocation decisions (3) partners’ expectations and stock market behavior.
Second, the student will replicate the study by Da Ke (2025) using the Health and Retirement Study (HRS) dataset, which is publicly available. After replication, the student will extend the analysis, for instance by enlarging the sample, choosing a different dataset, selecting a different expectation variable, and evaluating its outcome, etc. These are just examples, and the student will be free to choose and pursue his/her own ideas. Empirical work for this topic requires the use of statistical software (e.g., Stata), manipulation of data, and the application of econometric methods. Prior experience with household-level survey data is helpful.
Introductory Literature:
· D’Acunto, Francesco, Ulrike Malmendier, and Michael Weber, 2021, Gender roles produce divergent economic expectations, Proceedings of the National Academy of Sciences 118(21), e2008534118.

· Gonzalez, L., & Ozcan, B. (2013). The risk of divorce and household saving behavior. The Journal of Human Resource, 48 (2), 404–434.

· Jacobsen, Ben, John B. Lee,Wessel Marquering, and Cherry Y. Zhang, 2014, Gender differences in optimism and asset allocation, Journal of Economic Behavior & Organization 107, 630–651.

· Ke, D. (2025). Intrahousehold Disagreement about Macroeconomic Expectations. The Journal of Finance, 80(3), 1647–1689.

· Voena, A. (2015). Yours, mine, and ours: Do divorce laws affect the intertemporal behavior of married couples? American Economic Review, 105 (8), 2295–2332.

TOPIC NR4: 
Climate shocks and household financial vulnerability
Advisor: Sehrish Usman

Climate change is increasing the frequency and intensity of extreme weather events, particularly heatwaves and heavy precipitation. Europe is the fastest-warming continent, and 2024 was its warmest year on record, marked by widespread floods, storms, and heatwaves (IPCC, 2021; WMO & Copernicus, 2025). These climate extremes significantly affect regional economies by disrupting labor productivity, investment, and population dynamics (Usman et al., 2025). A central question, however, is whether such climate-related physical risks translate into financial vulnerability for households. The literature highlights several well-documented channels through which climate change can affect households, including impacts on labor productivity and income, changes in asset values such as housing, and shifts in household finances and spending. Although the empirical evidence is growing but there is still limited research.
Requirements:
The goal of this seminar is to empirically assess the financial resilience of households to economic costs of climate change. First, the student will conduct a comprehensive literature review on (1) How climate related physical risks can affect the households? (2) What are the various channels other than mentioned above that can pose challenges for people? 

Second the student will conduct an empirical analysis to analyze whether the households in disasters prone European regions are financially vulnerable relative to those living in safe regions. Specifically, you will analyze whether the percentage of the household is unable to meet unexpected financial expenses increase after a region is affected by a disaster (flood or wildfire etc.). To estimate the affects, you will use difference-in-difference method and compare the household living in disaster prone regions to the control group which can be neighboring regions. 

The student will use EMDAT dataset to select the disasters and Eurostat dataset for the household-level variables. Both of these datasets are freely available and immediately accessible. Empirical work for this topic requires the use of statistical software (e.g., Stata), manipulation of data, and the application of econometric methods. Prior experience with datasets is helpful.
Introductory Literature:
· European Economic and Social Committee. (2023). The cost of climate change on households and families in the EU (Catalogue No. QE‑04‑23‑897‑EN‑N; ISBN 978‑92‑830‑6221‑9). Publications Office of the European Union.
· IPCC. (2021). Climate Change 2021: The Physical Science Basis. Contribution of Working Group I to the Sixth Assessment Report of the Intergovernmental Panel on Climate Change. Cambridge University Press. https://doi.org/10.1017/9781009157896

· WMO & Copernicus. (2025). European State of the Climate 2024. World Meteorological Organization and Copernicus Climate Change Service. Retrieved from https://climate.copernicus.eu
· Usman, S., González‑Torres Fernández, G., & Parker, M. (2025). Going NUTS: The regional impact of extreme climate events over the medium term. European Economic Review, 178, 105081.
TOPIC NR5: 
What drives the Post-Earnings Announcement Drift

Advisor: Lukas Mertes

The post-earnings announcement drift (PEAD) is a well-documented market anomaly where stock prices continue to drift in the direction of an earnings surprise after the announcement. First identified in seminal work by Ball and Brown (1968) and Bernard and Thomas (1989), it shows cumulative abnormal returns building over months post-announcement. The empirical findings indicate that the drift is driven by a delayed response to information, thereby challenging the concept of semi-strong market efficiency. In line with this idea, Hirshleifer et al. (2009) and DellaVigna and Pollet (2009) find that the PEAD is particularly strong when investors are distracted and inattentive because many companies are announcing their earnings on the same day or because the announcement takes place on a Friday. 

Over recent years the information environment has drastically changed, enabling easier and faster information processing as well as allowing for automated trading. This raises the question whether the PEAD is still present in more recent data.

Moreover, contemporaneous research suggests that the general public evaluates an increase in revenue more positively than a decrease in expenses of similar magnitude (Trupia and Shaddy, 2025). Is it possible that the PEAD is predominantly driven by revenue surprises, and to what extent can the PEAD be attributed to unexpected changes in revenue and expenses?

Requirements:

The goal of this thesis is to empirically examine the Post-Earnings Announcement Drift. First, the student is expected to broadly replicate the main findings (Fig.2, Table 1) of Bernard and Thomas (1989). Moreover, the student is expected to extend the time horizon to examine whether the PEAD still exists in today’s information environment. Finally, the student is expected to analyze which part of the PEAD is attributable to revenue and expense surprises.
The empirical work requires the use of individual stock returns, analyst expectations, and accounting information (reported earnings, revenue, expenses). Stock return data is available from CRSP (via WRDS). Firm-level analyst expectations and accounting information can be obtained from I/B/E/S and Compustat (via WRDS). Empirical work on this topic requires the use of statistical software (e.g. Stata), manipulation of data, and the application of econometric methods. Prior experience in this area is helpful.
Introductory Literature:
· Ball, R. & Brown, P. (1968). An Empirical Evaluation of Accounting Income Numbers. Journal of Accounting Research, 6(2), 159-178.
· Bernard, V. L. & Thomas, J. K. (1989). Post-Earnings-Announcement Drift: Delayed Price Response or Risk Premium? Journal of Accounting Research, 27, 1-36.
· DellaVigna, S., & Pollet, J. M. (2009). Investor Inattention and Friday Earnings Announcements. The Journal of Finance, 64(2), 709–749.
· Hirshleifer, D., Lim, S. S., & Teoh, S. H. (2009). Driven to Distraction: Extraneous Events and Underreaction to Earnings News. The Journal of Finance, 64(5), 2289–2325.
· Trupia, M. G., Shaddy, F. (2025). Not all paths to profitability are created equal: Lay beliefs about how revenues and expenses affect the bottom line. Presentation.
TOPIC NR6: 
Cognitive Uncertainty and Peer Effects

Advisor: Lukas Mertes

Making financial decisions is a difficult task. Since most people are not trained for this task, they often seek guidance within their social environment. They talk to their relatives, friends, and colleagues – their peers – before making a decision. As such, individuals’ decisions might depend on the decisions of their peers, known as peer effects. Peer effects have been shown to be crucial for a wide range of financial activities like consumption, housing, insurance, investment and retirement decisions. 
However, Mertes and Weber (2025) find that while the subjects in their experimental study generally follow peers with higher expertise more strongly, the majority of subjects do not take their peers’ action at all into account. Similar evidence stems from Bhattacharya et al. (2012) who observe in their field study that unbiased and free financial advice is often not followed by retail investors.
One potential explanation might be Cognitive Uncertainty (CU), i.e. people’s perceived uncertainty about the optimal action for a task (Enke and Graeber, 2023). Building on the Concept of CU, Enke et al. (2025) find behavioral attenuation across a broad range of domains, including investment and saving decisions. They show that the higher the CU associated with a given task, the weaker the reaction to fundamental information. Is a similar mechanism at play when it comes to peer effects in financial decisions? Are peers followed less strongly and is the reaction to skill signals dampened the more complex the task? 

Requirements:

The goal of this master thesis is to experimentally examine how Cognitive Uncertainty affects peer effects. The student is expected to design and implement an experiment in the spirit of Mertes and Weber (2025), but manipulating subjects’ Cognitive Uncertainty associated with the task as in Enke and Graeber (2023). Moreover, the student is expected to conduct the experiment on a sample of colleagues, friends, and family.

The implementation of the experiment requires the use of appropriate software and programming languages (e.g. oTree (Python-based), SoSciSurvey (PHP-based)), which are freely available and well-documented. The analysis requires the use of statistical software (e.g. Stata) and the application of basic econometric methods. Prior experience in this area is helpful.
Introductory Literature:
· Bhattacharya, U., Hackethal, A., Kaesler, S., Loos, B., & Meyer, S. (2012). Is Unbiased Financial Advice to Retail Investors Sufficient? Answers from a Large Field Study. Review of Financial Studies, 25 (4), 975-1032.

· Enke, B. & Graeber, T. (2023). Cognitive Uncertainty. The Quarterly Journal of Economics. 138(4), 2021-2067.

· Enke, B., Graeber, T., Oprea, R. & Yang, J. (2025). Behavioral Attenuation. Working Paper.
· Mertes, L. & Weber, M. (2025). Information Processing – The Role of Expertise within Peer Effects. Working Paper.
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