X1l CONGRESO IBERO-ITALIANO DE MATEMATICA FINANCIERA Y
ACTUARIAL
JULIO 2011, LISBOA

THE IMPACT OF FAMILY CONTROL ON FIRM'S
RETURN

José Luis Miralles Marcelo
Maria del Mar Miralles Quirds

Department of Finance and Accounting, UniversitEgfremadura,
Av. Elvas s/n 06071, Badajoz, Spain
Phone: (+34) 924 28 95 10, Fax: (+34) 924 27 25 09
E-mail 1:jimiralles@unex.es
E-mail 2:marmiralles@unex.es

Inés Lisboa

Polytechnic Institute of Leiria, School of Techngyoand Management
Morro do Lena - Alto Vieiro, P.O. Box 4163, 2411190eiria, Portugal
Phone: (+351) 244 820 300, Fax: (+351) 244 820 310
E-mail: ines.lisboa@ipleiria.pt

Abstract

Family firm is a field of growing interest. The aiofi this article is to understand
whether CEOs identity impacts family firm’s stoclkturns. From a sample of
Portuguese and Spanish family firms findings shbat tvho manages the firms result
in significantly different risk exposure. Moreovewe find that the abnormal return
found by Fahlenbrach (2009) to founder-controlliech$ disappear when we use value-
weighted portfolios and include two new factors:rikea aggregate illiquidity and debt
intensity to the four-factor Carhart model. Finalbyr results explain why the majority

of family firm is controlled by its founder.
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1. INTRODUCTION

Family firms are present all over the world. Rea&search shows that family firms
have not only a significant contribution to the Woeconomy and wealth creation, but

also perform at least as non-family firms (ChardQ2).

Anderson and Reeb (2003), Barontini and Caprio §20&nd Villalonga and Amit
(2006) found that family firms have higher opergtiperformance than their
counterparts. However, evidence about the influesfcewnership structure on stock

returns is still scarce.

Mukherjee and Padgett (2006), Cella (2009) and drddnach (2009) found that
firms run by a family display abnormal return ratatto market model, Fama & French
three-factor model and Carhart four-factor moddieSe results suggest that family
firms’ investors require an extra return not captoy the factors included in the models

due to its singular characteristics.

However, family firms are not a homogeneous gradifalonga and Amit (2006)
found that founder CEOSs, heir managed and profeabiBEOs in family firms display

different valuation.

In this study we want to understand why the majaritfamily firms are headed by
its founder. And why family firms’ management isspad on from the founder to heirs
or professional managers? There are significarferdiices in firm behavior and

valuation depending on CEOs identity?

We have three main aims: 1) to understand how CEE@gity influences family
firms risk exposure, 2) to analyze which factors selevant to explain family firms’
stocks return by CEO identity, 3) to examine whetlaeily firms abnormal return is

explained by the market illiquidity and debt intipns

In this context, we analyze the Carhart four-factardel adding two factors which
are relevant for explaining excess stock returmgregate market illiquidity and debt
intensity. The afore-mentioned model had alreadgnbesed to study this issue by
Corstjenset al. (2006), and Fahlenbrach (2009). The two new fadiatroduced have
strong empirical support not only to explain excesturn but also family firm

characteristics.



We analyze two countries with small-scale finanomarkets: Portugal and Spain,
during the period from January of 1999 to Decendf2008. These two markets have
strong interest, not only due to the predominarfcamily firms, but also due to their
differences compared to Anglo-Saxon economies oithwimost studies on this issue

are focused.

Therefore, our results fill de gap in financiakfiéture and can be extrapolated to

countries with similar financial markets, on whitiere is no comprehensive study.

We contribute to the extended literature in severays. First, we introduce two
new explicative factors in order to understandhd market misprices family firms or if

the Carhart four-factor model is insufficient tgpéadn its stock return.

Second, we analyze if CEOs identity has impact lo@ firms’ stock return.
Researchers focus attention on return’s differertmetsveen family and non-family
firms. However due to agency costs is importantrtderstand whether CEOs identity is

linked to firms’ stock return.

Third, we shed light on the debate surrounding fafirms’ valuation. It is difficult
to correctly value family firms because its infotioa is scarce. This study helps
investors to deeply understand family firms. Fipallve also contribute to growing
literature, not only because we analyze an unusyét, but also because we focus on

two small financial markets.

The rest of the paper is organized as follows. iGec briefly reviews prior
literature on this issue and outlines the hypothedehis study. Section 3 describes the
sample structure, dataset and methodology. Secti@hows the empirical results.
Finally, section 5 highlights the main conclusions.

2. THEORETICAL BACKGROUND

Family firms are present all over the world, playia vital role to economies’
growth (Chami, 2001).

The first study to highlight the importance of owstep structure appeared in 1932,

by Berle and Means. However, only after 2000, neteas focused their attention on



family firms to detect its competitive advantagesl dimitations (Sraer and Thesmar,
2007).

There are several reasons which explain this teahpifference. First, is difficult to
obtain sufficient ownership data to classify firnmo family and non-family firms.
Second, it is complex to collect data for a largeple. Researchers normally solve this
problem analyzing publicly traded corporations tbick there is more information
transparency. Finally, there are innumerous dedimst of family firms, which make

comparisons across studies difficult.

Analyzing the concepts of family firms, we find twlmndamental elements:
ownership and management. Merging the various itiefis, we can state that a firm is
classified as a family firm whenever it is owned d&yamily and one or more family
members belong to the board of directofBhis definition is similar to those of
Anderson and Reeb (2003), Villalonga and Amit (20@8aer and Thresmar (2007).

Researchers devote more attention to family firsues regarding agency conflicts,
succession, and operational performance (AndersdnReeb, 2003). More recently,
due to financial market globalization and instadbpjlistudies related to the impact of

family firms on stocks’ return and risk exposuresd been published.

Using the behavioral theory, Gomez-Megtal (2007) found that family firms’
first concern is with the family’s socioemotionagalth in detriment to the firm’s value-
maximization. Family members look for reputatiomlentity, history and values
continuation, and perpetuation of the family dygasikewise its exposure to risk is

distinct from non-family firms.

In fact, Corstjenset al (2006), Mukherjee and Padgett (2006), Cella (20&ad
Fahlenbrach (2009) found that family and non-famiigms have different risk

exposure.

The singular characteristics of family firms, naynehe lack of information
transparency, long-term perspective, affiliationtween investors and board of

directors, governance structure and risk procliast it apart from its non-family

! More details of family firm definitions are shownMiller et al.(2007).
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counterparts. The market gives family firms an abred return, which is not captured

by traditional factors of asset pricing models.

Not only family ownership may have influence on thien’s stock return, but also
CEOs identity. Managers are responsible for tha’§irdecision, and consequently its

welfare and uncertainty (Westhead and Howorth, 2006

Attending to agency theory, managers’ natural tangdas to allocate the firm’'s
resources in their self-interests, especially wthery are not the firm owners or highly
controlled by them (Jensen and Meckling, 1976).

This agency problem between the agent and theipahis normally mitigated in
family firms as both positions belong to family maens or the family highly controls
the agent (Burkast al, 2003).

However, the impact of the founder CEO, other fgnmiember or an extern

professional manager on the firm decisions, vabumagind risk may be different.

Villalonga and Amit (2006), and Sraer and Thresi2&07) found, to U.S firms,
that founder CEO, heir managed and professional CEOfamily firms display

different valuation.

The founder CEO differs from other family member aw extern professional
manager in several aspects. The founder sees time a$ his life’s achievement
(Fahlenbrach, 2009). He has created the firm, amderjuently sees it not only as an
extension of his wealth, but also his job, repotatimarket recognition, and patrimony
(Anderson and Reeb, 2003).

The founder has an intrinsic motivation to pursygtimal shareholder-value
maximization strategy. He brings unique and valdeéwag skills to the firm, power and
influence in the decision-making. Decisions are enad a long-run horizon avoiding

“manager’'s myopia” of short-term results (ChamiQ20Schulzest al, 2003).

However, the founder has difficulty not only tortsanit the firm’s information to
his heirs and other shareholders, but also to gasise firm.

His heirs may be less efficient CEOs. For one didmjly members can be in the
firm and CEOs position due to their parents’ olilga They may not have sufficient

motivation to run the firm. Therefore they may com® perquisites or invest in
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personal projects when the firm has free cash fldeading to expropriation of its
wealth and increasing risk (Aronoff and Ward, 199&to et al, 2009).

For another side, family members as CEOs may trgrawve that they can do a
better job than the founder, changing the firmtetyg. The problem is that they may not

know the previous strategy, nor the firm experienicthe market need.

Family members’ lack of sufficient knowledge ledddirm’s wealth expropriation
and value destruction and, in turn, increases itine'st probability of bankruptcy. In
fact, on average, only 30% of family firms makeatthe second generation (Aronoff
and Ward, 1996).

An extern professional hired as a CEO may be mapalidle and talented than the
founder or other family member due to his bettevvidedge of the market and the job.

However, he is normally expensive, especially talésize firms.

Moreover, since he may not feel sufficiently rewedd he tries to achieve
consumption goals leading to investors’ wealth egpation (Anderson and Reeb,
2003). He may try to run the firm, increasing iigesto achieve higher market

reputation.

The following hypothesis naturally follows:
Hypothesis 1: CEO’s identity is important to expl&mily firm’s risk exposure.

We analyze the following risk exposures: markek,risompany size and growth

potential, performance persistence, market illiguidnd debt intensity.

Firms controlled by the founder and heirs may himgs exposure to market risk
since these firms are not only influenced by thenmeconomic factors, but also by

specific singularities.

We also expect that founder and other family mesbsrCEOs tend to run small-
size firms. Contract an external professional ieglnot only the cost of salary but also
the cost of his control. As smaller firms experenugher financial problems, the
family retains the firm control when it has a srsfle (Corstjenst al, 2006).



To large-size firms, the better knowledge of a @ssfonal manager may
compensate his costs. It may be benefic to incriresérm’s financial wealth and the
family’s social wealth.

Growing firms are normally controlled by its foumd&@he founder aim is to pass on
the firm to his heirs. However, as it is an extensif the founder’s wealth and it is also
a part of his life, he retains its control till bgisick or the firm is stable (Sraer and
Thesmar, 2007).

Information about family firms is scarce, espegiallhen the founder is its CEO,
since he tries to concentrate all ownership andriétion (Heflin and Shaw, 2000).
Likewise, investors may react later to new infonimatabout these firms, leading to

short-term return persistence.

Moreover, we anticipate that family firm’s sharead to be more illiquid when the
firm is controlled by the family than by an extéRojo-Ramirez, 2009). Firms run by a
professional tend to be more open to new sharetsolted, likewise, it shares are more
liquid and less sensitive to market illiquidity (Miles and Miralles, 2006).

We expect that debt, as it is an important extemmadhanism for controlling agency
conflicts, is more used by professional-manageddi(Burkartet al, 2003). The family
uses debt with precaution since it increases the'di probability of failure and,
consequently, the loss of their socioemotional the@uiménez-Zuriaga, 2005).

Finally, Fahlenbrach (2009) found a significantipes abnormal return for founder
CEOs. The singular characteristics the foundergsrito family firms may be not

capture by the usual factor of asset pricing models

3. DATA
3.1 SAMPLE SELECTION AND DATA SOURCES

We examine the question of family control impactfom’s stock return using a
sample of publicly traded Portuguese and Spanisiiydirms. The data was collected

from January of 1998 to December of 2008.

Portugal and Spain are two small-scale financiatketa with a predominance of

family firms. Studies analyzing this type of couesr are scarce, giving especial
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importance to the present study. Our results carexiepolated to countries with

similar characteristics, where there is no compnsive study on this area.

First, we analyzed ownership information to claséifims into family firms. From
Amadeus and Reuters databases we collected, foryeac in analysis, the names of the

firm’s owners and managers. Then we manually diafsms.

A firm is classified as family firm whenever thaeefractional equity ownership of
the founding family and the presence of family memslon the board of directors. We
delete non-family firms, firms with missing infortan, and firms which started as

family firm and have changed to non-family one mewersa.

Our final sample consists of 270 and 415 obsematito Portugal and Spain,

respectively. The structure of the sample is prieisetable 1.

Table 1: Sample Structure

Portugal Spain

1999 29 35
2000 30 39
2001 30 43
2002 29 47
2003 28 45
2004 26 45
2005 27 46
2006 26 41
2007 23 39
2008 22 35

Total number of

270 415

observations

Number of firms per year and country.

For each firm selected, we looked for informationits website to identify CEOs
identity. We classify CEO in founder, other familmember or an independent

professional. We do not identify descendents beraos always the firms display that



specific information, so we prefer to call othermfly members than have

misspecification problems.

Table 2: CEO identity

Portugal Spain
Founder 51,74% 52,66%
Family 22,91% 22,32%
Professional 25,35% 25,02%

Percentage (average from 1999 to 2008) of familydicontrolled by its founder, other family member
or an independent professional by country.

Analyzing table 2, which presents the sample stinecdby type of CEO, we find that
family firms are normally controlled by its founder other family member. The
founder tends to maintain the firm control and dexi power, since he has a special
motivation to run the firm. Only in 25% of firms dte is an extern professional
manager. These results are similar to those ofrSmad Thesmar (2007) to French

family firms.

Financial information was collected from DataStredatabase. We use: individual
daily and monthly closing price, and daily tradimgume, and annual market value and

book-to-market ratio for all for all Portuguese &yhnish publicly traded firms.

We used official databases, namdéganco de Portugaland Bolsa y Mercado
Espafolesto collect information about monthly closing @iéor PSI20 (Portuguese
Market Index) and IBEX35 (Spanish Market Index)d amonthly treasury bill rate.

Based on these data, we calculate the firm’s mpn#turn as the relative spread
between its closing price in month t and in presiomonth. Excess return of founder-
controlled, other family-controlled and professibm@anaged firms is the difference
between its portfolio return and the risk free rathich is the monthly treasury bill rate

observed.

We build zero-cost portfolios by buying shares ot@irfder-controlled firms and
selling shares of other family-controlled or praiemal managed firms, and buying
shares of other family-controlled firms and sellisares of professional managed

firms.



Two portfolios are created: one equally-weightedd Rd another value-weighted
(Rp).
Market risk factor (R-Ry) is the difference between the market return &medrisk

free rate. The market return is calculated as #r&atron of the monthly close price of
PSI20, to Portugal, and IBEX35, to Spain.

SMB (Small minus Big), also called size factorthe portfolio of return differences
between the smallest and the biggest firms in #&mepde. To measure the firm size we
use its market value. HML (High minus Low) is thertiolio of return differences
between the 30% highest and 30% smallest book-tBehéirms in the sample. Both
risk factors are created following the Fama & Fre(t993) approach.

WML (Winners minus Losers) measures the performamesistence in the short-
run. This portfolio is formed by taking the diffei@es between an equally-weighted
average of the firms with the highest and the |av@86 eleven-month return lagged

one month.

llig is the aggregate market illiquidity. First wse the illiquidity ratio of Amihud
(2002) to calculate the monthly illiquidity of eastock traded. Then we calculate the
market illiquidity as the equally-weighted portmliof individual illiquidity to each
stock traded at least 15 days by month (not neaBssansecutively). We eliminate
outliers cap at a maximum value of 30% of individuliquidity (Acharya and
Pederson, 2005, Miralles and Miralles, 2006).

Finally, Debt is the market debt intensity, caltethas the monthly average of
individual debt intensity. First we calculate tockastock the ratio between debt and
market value. We also eliminate outliers at the Ugper and lower tails of individual
debt intensity (Fama & French, 1992).

3.2SAMPLE DESCRIPTION

Table 3 shows descriptive information of our sampfeecifically mean, maximum

and minimum values, and standard deviation.

2 We also use normalized market illiquidity followirPastor and Stambaugh (2003) and Miralles and
Miralles (2006) approach. Although this variable giternative of aggregate illiquidity) is insigic#nt to
explain the dependent variables. These resultavaitable upon request.
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Panel A shows the results for the Portuguese sarapte panel B for the Spanish

sample.
Table 3: Descriptive Statistics
Mean Maximum Minimum Std. Dev.
Panel A: Portugal
Founder 0,006 0,150 -0,183 0,057
Founder, 0,002 0,211 -0,216 0,063
Family 0,005 0,120 -0,187 0,047
Family, 0,004 0,197 -0,256 0,067
Other 0,023 0,922 -0,221 0,147
Othery 0,007 0,6201 -0,303 0,087
Rm— R -0,006 0,179 -0,211 0,056
SMB 0,018 0,517 -0,127 0,071
HML -0,020 0,236 -0,383 0,079
WML 1,038 2,102 0,564 0,291
liq 2,674 4,697 0,763 0,779
Debt 0,002 0,004 0,001 0,001
Panel B: Spain

Founder 0,006 0,176 -0,118 0,051
Founder, 0,006 0,137 -0,183 0,063
Family 0,007 0,125 -0,077 0,034
Family, 0,003 0,141 -0,133 0,053
Other 0,006 0,263 -0,135 0,059
Other, 0,009 0,190 -0,193 0,062
Rm— R -0,002 0,158 -0,173 0,057
SMB -0,000 0,079 -0,076 0,030
HML -0,009 0,073 -0,136 0,031
WML 0,607 1,294 0,412 0,121
lliq 0,344 0,961 0,059 0,218
Debt 0,001 0,002 0,001 0,000

Descriptive statistics, namely mean, maximum, minimand standard deviation for equally-weighted
(R) and value-weighted portfolios {Rexcess return of founder-controlled (Founder, riéay), other
family-controlled (Family, Family), and professional-managed firms (Other, Qffenarket risk factor
(Rm — Rf), mimicking portfolio factor return of €z(SMB), book-to-market (HML) and performance
persistence in the short-run (WML), aggregate ntaithkguidity (lliq) measured by Amihud’s illiquidy
ratio, and debt intensity (Debt).
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On average, professional-managed Portuguese fixhgbie higher return than
founder-controlled and other family controlled fgnTo Spain, results are similar when
we use value-weighted portfolios, but using equalgrghted portfolios we find that, on

average, founder-controlled and professional mashfiges present similar returns.

These results suggest that is not indifferent te agqually-weighted or value-
weighted portfolios, especially to Spain. The fismmarket value has impact on
conclusions.

Due to market recession, the market index as sudignificant return losses.

Likewise the market risk factor is, on average,ateg.

For both countries, there is evidence of an anoroélthe book-to-market effect.
The negative coefficient of the mean HML factor tradicts the results found on the
U.S. and other markets (Chanal, 1991, Fama & French, 1992). New companies may
find it difficult to thrive on the Portuguese angadish market since investors prefer to

invest in established firms for which they have enmformation.

Finally, market illiquidity is more evident to Pagal than to Spain, while debt

intensity is similar to both countries.

The correlation matrix is shown in table 4.
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Table 4: Correlation Coefficients

Founder Family  Other Fouder, Family, Other, Rp-R¢ SMB HML WML llig Debt
Panel A: Portugal
Founder 1
Family 0,531 1
Other 0,219 0,150 1
Founder, 0,874 0,573 0,193 1
Family, 0,592 0,864 0,144 0,625 1
Other, 0,427 0,278 0,603 0,444 0,291 1
Rm-Rs 0,710 0,603 0,222 0,816 0,623 0,484 1
SMB -0,054 -0,148 0,562 -0,124  -0,217 0,054 -0,191 1
HML 0,046 0,108 -0,116 0,164 0,063 0,047 0,245 -0,046 1
WML -0,023 0,026 -0,084 0,021 0,037 -0,000 0,111 -0,109,105 1
lliq -0,166 -0,032 -0,068 -0,089 -0,108 -0,102 -0,054 019, -0,005 0,002 1
Debt -0,197 -0,234 -0,0/8 -0,128 -0,193 -0,053 -0,149 ,068 0,011 -0,333 0,315 1
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Founder Family  Other Fouder, Family, Other, Ry-R¢ SMB HML WML llig Debt

Panel B: Spain
Founder 1
Family 0,692 1
Other 0,765 0,597 1
Founder, 0,761 0,513 0,633 1
Family, 0,709 0,780 0,653 0,492 1
Other, 0,683 0,423 0,751 0,654 0,518 1
Rm-Rs 0,755 0,476 0,670 0,891 0,468 0,724 1
SMB -0,136 0,054 -0,091 -0,379 -0,080 -0,349 -0,470 1
HML -0,111 -0,052 -0,269 -0,102 -0,113 -0,167 -0,046 406, 1
WML 0,010 -0,060 -0,019 -0,081 -0,060 -0,065 -0,078 70,0 -0,013 1
lliq -0,101 -0,208 -0,027 -0,081 -0,041 -0,020 -0,089 ,160 -0,092 -0,117 1
Debt -0,267 -0,231 -0,249 -0,252 -0,259 -0,169 -0,223 018, 0,116 0,260 0,212 1

Correlation coefficient between equally-weighteg @Rd value-weighted portfolios (Rexcess return founder-controlled (Founder, Foypdether family-controlled
(Family, Family), and professional-managed firms (Other, Qfhenarket risk factor (Rm — Rf), mimicking portfolfactor return of size (SMB), book-to-market (HML),
and performance persistence in the short-run (WNgmentum, (Mom), aggregate market illiquidity ¢&%) measured by Amihud’s illiquidity ratio, and déftensity (Debt).
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For both countries, correlation between dependemiables — excess return of
founder-controlled, family-controlled and professatmanaged firms — is high, but it is
not significant since these are alternative vaesblThere is also a high correlation

between dependent variables and market-risk fastuich was expected.

To Spain, it is also important to point out theretation between SMB and HML

factors, suggesting that market value and bookevaehuy in the same way.

None of the remaining variables are highly coretlatat least not to a significant

extent.

3.3METHODOLOGY

To validate our hypotheses we select an existisgtgwicing model — Carhart four-
factor model - and include some new factors — niaakggregate illiquidity and debt

intensity - to improve the models estimation.

Carhart Model:

I‘pt :ait +ﬁpt X(Rm - Rf )t +Spt XSMB +hpt X HML[ + pip XWML{ (1)

The four-factor model of Carhart (1997) is an egien of the market-model
proposed by Sharpe (1964), and developed by Linth@65), Treynor (1965) and
Black (1972), and the three-factor model of Famiar&nch (1993).

This model uses four factors to explain portfoliegpected return: market risk {R
Rf), company size (SMB) and growth potential (HMLpdaperformance persistence
(WML).

Firms’ return naturally follows the market risk temcies (Blaclet al, 1972). The
firm’s size is also a relevant factor to explairpest return. Smaller firms are normally
less efficient, have more debt intensity, and tleeechave higher probability of failure
(Banz, 1981, Fama & French, 1992). Likewise, ingesteceive a premium to invest in

this kind of firms.
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A premium is given to investors of high book-to-ketrstocks, because are firms
with fewer growth opportunities, and higher riskfailure (Charet al, 1991, Fama &
French, 1992).

The performance persistence in the short-run expldirms’ return as well.
Investors’ adaptation to new information is slomdaso they may have gains by
creating a portfolio buying winner’s stocks in thleort-run and selling loser’s stocks
(Jegadeesh and Titman, 1993, Rouwenhorst, 1998, &l Vassalou, 2000, Soares e
Serra, 2005).

These factors are usually accepted in the conteasset pricing. However, in the
context of corporate governance it may be necedsanclude new factors to adapt to

firm’s singular characteristics.

In this context we propose two new factors: madggregate illiquidity and market

debt intensity. These new factors will be includethe previous model.

New Models:

rpt :ait +ﬁpt X(Rm - Rf )t +Spt XSMB +hpt X HML( + pip XWML[ +/]ip X ”Iqt (2)
rpt :ait +18pt X(Rm - Rf )t +Spt XSMB +hpt x HMLt + pip xWMLt +,7ip x Debt (3)

Mot = it +/8pt X(Rm -R; )t * Sy X SME + hpt *HML, + p,, xXWML, +/]ip x1liq, (4)
+/7ip xDebt

Investors are not only concerned with risk and fricharacteristics, but also with
stock’s and market illiquidity. llliquidity denoteghat investors may have no
opportunity to trade large quantities quickly witthosignificant price movements
(Acharya and Pederson, 2005, Miralles e Mirall€96&).

Firms’ shares more illiquid stocks are more sevisito market illiquidity and so the

market has to give a risk premium to these invaestor

We also include debt intensity (Debt) as an explamydactor. Bhandari (1988) and
Fama & French (1992) shed light to the importanicthe variable debt to explain the
firm’s excess return. Recent models of asset mxxude this factor of their models.
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However, in the context of corporate governancet dels two main aims: solving

agency conflicts and facilitating the firm’s growtspecially for the smallest ones.

4. RESULTS AND DISCUSSION

Firstly we make a univariate analysis by explorihghere are differences in the
mean return of founder-controlled, other family-totled or professional-managed

firms. Results are shown in table 5.

Table 5: Return Differences of Mean Test

1 2 Difference (1-2)
Panel A: Portugal
Founder-Family 0,0063 0,0050 0,0013
Founder-Other 0,0063 0,0231 -0,0168
Family-Other 0,0050 0,0231 -0,0181 *
Foundery-Family, 0,0018 0,0042 -0,0024
Founder,-Other, 0,0018 0,0069 -0,0051
Familyp-Otherp 0,0042 0,0069 -0,0027
Panel B: Spain
Founder-Family 0,0064 0,0072 -0,0008
Founder-Other 0,0064 0,0062 0,0003
Family-Other 0,0072 0,0062 0,0010
Founder,-Family, 0,0055 0,0034 0,0021
Founder,-Other, 0,0055 0,0090 -0,0035
Familyp-Otherp 0,0034 0,0090 -0,0056

Return differences for equally-weighted (R) anduealveighted portfolios (f} between founder-
controlled (Founder/Foundgy other family-controlled (Family, Family and professional-managed
firms (Other, Othgy.

By observing panel A, we find that family-contrall&rms, by its founder or other
family member, present on average less return thafessional-managed firms.
However the difference is not significant, suggestithat there are no relevant

differences in family firm’s return depending on G&identity.

Similar results are obtained to Spain (panel B)this case, the differences in the
mean return depend on the type of portfolios usedqually or value-weighted

portfolios.
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We estimate the previous models described usinGMBI1 (Generalized Method of
Moments) approach of Mackinlay and Richardson (189 Initigate potential problems
of linear regression models.

The regression results for Portugal are presetahile 6. Panel A shows the results

for equally-weighted portfolios, and panel B fotue&weighted.
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Table 6:

Results of founder-controlled, family-contolled and professional managed firms’ return to Potugal

C Rn - Ry SMB HML WML llig Div R? Adj. R?
Panel A — Equally-Weighted Portfolios
Model 1
Founder 0,022* 0,772 *** 0,061 -0,093 * -0,017 53,59% ,91%
Family 0,012 0,505 *** -0,025 -0,023 -0,007 36,77% 3467
Other 0,018 1,013 *** 1,282 *** -0,333 -0,020 46,03% A45%
Fonder-Family 0,010 0,267 ** 0,086 -0,070 -0,010 8,78% 5,61%
Founder-Other 0,005 -0,242  -1,22]1 *** 0,240 0,004 36,58% 34,37%
Family-Other -0,006 -0,508 **  -1,307 *** 0,310 0,014 41,76% ,39%
Model 2
Founder 0,047 *** 0,765 *** 0,062 -0,092 * -0,017 * -0,00% 55,20% 53,24%
Family 0,012 0,505 *** -0,025 -0,023 -0,007 0,000 36,77% 34,00%
Other 0,047 1,005 *** 1,283 *** -0,332 -0,020 -0,011 88% 44,04%
Fonder-Family 0,035 * 0,259 ** 0,087 -0,069 -0,010 -0,009 * 148 6,93%
Founder-Other -0,001 -0,240 -1,221 *** 0,240 0,004 0,002 36,59% 33,81%
Family-Other -0,036 -0,499 **  -1,308 *** 0,309 0,014 0,011 42% 39,58%
Model 3
Founder 0,061 *** 0,753 *** 0,049 -0,086 * -0,025 ** -1458 ** 54,90% 52,92%
Family 0,059 ** 0,482 *** -0,040 -0,014 -0,017 -18,003 ** 39,73% 37,09%
Other 0,010 1,017 *** 1,284 *** -0,334 -0,019 2,761 48% 43,67%

19



C Rn- R SMB HML WML lliq Div R? Adj. R?
Fonder-Family 0,001 0,271 *** 0,089 -0,072 -0,008 3,445 8,87% 878
Founder-Other 0,050 -0,264 -1,236 *** 0,249 -0,006 -17,319 3686 34,09%
Family-Other 0,049 -0,536 **  -1,325 *** 0,320 0,002 -20,764 18% 39,62%
Model 4
Founder 0,069 *** 0,753 *** 0,053 -0,087 * -0,022 * -0,007  -10,297 * 55,78% 53,44%
Family 0,055 ** 0,482 *** -0,043 -0,014 -0,018 0,004 -268**  40,13% 36,95%
Other 0,025 1,017 *** 1,292 *** -0,337 -0,014 -0,013 139 46,48% 43,64%
Fonder-Family 0,014 0,271 ** 0,096 -0,074 -0,004 -0,011 ** 10,057 11,53% 6,83%
Founder-Other 0,044 -0,264  -1,239 *** 0,250 -0,008 0,006 -20,836 36,95% 33,60%
Family-Other 0,030 -0,536 **  -1,335 *** 0,324 -0,004 0,017 -3038 42,90% 39,87%
Panel B — Value-Weighted Portfolios
Model 1
Founder 0,018 * 0,940 *** 0,024 -0,026 -0,014 67,24% (3%
Family 0,014 0,748 *** -0,098 -0,078 -0,008 40,77% 38w1
Other 0,015 0,822 ** 0,180 * -0,080 -0,011 26,33% 28B4
Fonder-Family 0,004 0,192 0,122 0,052 -0,006 6,05% 2,78%
Founder-Other 0,003 0,118 -0,156 0,054 -0,004 3,44% 0,08%
Family-Other -0,001 -0,074 -0,278 ** 0,002 0,003 4,45% 1,12%
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C Rn- R SMB HML WML lliq Div R? Adj. R?
Model 2
Founder 0,028* 0,937 ** 0,024 -0,026 -0,014 -0,004 6743  66,00%
Family 0,031  0,743**  .0,097 -0,078 -0,008 -0,006 41,29% 38,71%
Other 0,038  0,816** 0,181 * -0,080 -0,010 -0,009 2092  23,71%
Fonder-Family -0,003 0,194 0,122 0,052 -0,006 0,003 6,18% 2,06%
Founder-Other -0,010 0,121 -0,157 0,054 -0,004 0,005 3,66% 9%,56
Family-Other -0,007 0,073 -0,279* 0,002 0,003 0,002 4,49% 3006
Model 3
Founder 0,027  0,935** 0,021 -0,024 -0,016 -3,529 67,30% 65,87%
Family 0,064 *  0,723**  .0,114 -0,069 -0,019 -18,930 ** 42,36%  39,84%
Other 0,001 0,829 ** 0,185 * -0,083 -0,008 5,165 26,40% 23,18%
Fonder-Family -0,036 0,212 * 0,135 0,045 0,002 15,401*  7,53% 47%
Founder-Other 0,026 0,106 -0,164 0,058 -0,008 -8,694 3,67% 9,56
Family-Other 0,062 -0,106  -0,299* 0,014 -0,011 -24,096 5,79% 1,66%
Model 4
Founder 0,031  0,935** 0,023 -0,025 -0,015 -0,003 -1,620 7,8%  6571%
Family 0,067 **  0,723**  .0,112 -0,070 -0,018 0,003  -284*  42,46%  39,41%
Other 0,013 0,829 ** 0,191 * -0,085 -0,004 -0,011* 134  27,23%  23,36%
Fonder-Family -0,036 0,212 * 0,135 0,045 0,003 0,000  15624* 53% 2,62%
Founder-Other 0,018 0,106 -0,168 0,060 -0,011 0,007 -13,051 4,12% -0,97%
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C Rn- R SMB HML WML lliq Div R? Adj. R?
Family-Other 0,054 -0,106 -0,303 ** 0,015 -0,014 0,008 -28,675* 6,17% 1,19%
Regression of the excess return of founder-cortioffounder), other family-controlled (Family) apcbfessional-managed (other) firms on the exceskehaeturn
(Rm — R) and mimicking returns of size (SMB), book-to-metrkHML) and performance persistence in the shamt{#WML) factors, momentum (Mom), aggregate

market illiquidity (llig2), and debt intensity (D8b
Model 1 is the Carhart four-factor model, modes2he model 2 including aggregate market illiqyidéctor, model 3 is de model 2 including markettdatensity
factor, model 4 is the model 2 including aggregageket illiquidity and market debt intensity factor

* *x *xex Significant at the 10%, 5% and 1% levelsespectively.
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By observing panel A — equally-weighted portfoliose confirm the validity of our

hypothesis for Portugal: CEOs identity is importeméxplain the firm’s risk exposure.

Founder-controlled firms display a higher (loweactor loading on market risk
(aggregate market illiquidity) than other familyatmlled firms. When the family firm

is passed on to other family members, its strateggls to change.

First the firm’s shares are normally more dispersmid consequently are less
illiquid. Moreover, as descendents tendency is aasame perquisites or invest in
personal projects the firm’s risk increases, ndy doe to macroeconomic environment.
As we state before, only 30% of family firms maké&oithe second generation (Aronoff

and Ward, 1996). This may be explained to higheosure to other risks.

The difference between founder-controlled and @m@ifemal-managed firms is
regarding the size factor. As we expected, fourdatrolled firms tend to be smaller,
since these firms experience higher financial gotd, and have no financial wealth to

hire a professional manager. This result is simidahose of Corstjenst al. (2006).

Other family-controlled firms display a lower facloading on market risk and size,

for the reasons already explained.

When we look for singular analysis, it means, byetyf CEO, we conclude that
founder and other family-controlled firms exhibit abnormal return of 7% and 6% per
month, respectively. This return does not disappéaen we introduce the two new
factors, suggesting that financial investors reg@n extra return not capture by the
factor model to invest in family-controlled firmslowever, this abnormal return is not

evident when we create a zero-cost portfolio.

Analyzing value-weighted portfolios (panel B) thesults for zero-cost portfolios

created are similar and our hypothesis is alsalatd.

Although to individual analysis we find a majorfdiience. The abnormal return of
founder-controlled firms disappears when we intaelthe debt intensity factor. This
result suggests that this extra return is explaimedhe market value and the market
debt intensity. May be it is given to smaller foendontrolled firms because these
firms tend to have higher risk of failure, lessoimhation transparency, and more

financial problems and operational inefficiencies.
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Contrary to this conclusion, to other family-coried firms the abnormal return is
only significant when we include the market deltémsity. Shareholders of these firms
ask for an extra return of 7% per month. As we aixpbefore, other family members
may have less information, motivation and knowletiyeun the firm, and this lack of

information is perceive by the market.

Table 7 presents the same analysis to the Spamspla.
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Table 7: Results of founder-controlled, family-contolled and professional managed firms’ return to Sgin
C Rn-Rr SMB HML WML  Mom lliq Div R? Adj. R?
Panel A — Equally-Weighted portfolios

Model 1
Founder -0,012 0,845 **0,674 *** -0,370** 0,022 67,58% 66,45%
Family 0,011 0,410 ***0,528 *** -0,228** -0,012 36,16% 33,93%
Other -0,004 0,908 ***0,878 *** -0,585** 0,007 58,95% 57,52%
Fonder-Family -0,022 **0,435 *** 0,145 -0,143 0,034 * 39,62% 37,52%
Founder-Other -0,008 -0,063 -0,204 0,214 0,016 ,06%  -0,32%
Family-Other 0,015 -0,498* -0,349* 0,357* -0,018 29,99% 27,55%

Model 2
Founder -0,012 0,846 **0,676 *** -0,370** 0,023 0,002 67,58% 66,16%
Family 0,012 0,407 ***0,524 *** -0,229** -0,013 -0,004 36,22% 33,42%
Other -0,013 0,921 ***0,901 *** -0,580** 0,011 0,020 59,44% 57,66%
Fonder-Family -0,025* 0,439 *** 0,152 -0,141  0,035* 0,006 39,73%37,09%
Founder-Other 0,001 -0,075 -0,225 0,210 0,012 19,0 4,000  -0,21%
Family-Other 0,026 -0,51#* -0,377** 0,351* -0,023 -0,024 31,09% 28,06%

Model 3
Founder -0,004 0,828 **0,650 *** -0,350*** 0,029 -12,470 67,91% 66,50%
Family 0,015 0,399 ***0,513 *** -0,214*=*  -0,007 -8,223  36,48% 33,69%
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C Rn - R SMB HML WML Mom

lliq Div R? Adj. R?

Other

-0,015 0,933 ***0,913 *** -0,615*** -0,004

18,646 * 59,50% 57,72%

Fonder-Family

-0,020 * 0,430 *** 0,137 -0,136 0,036 *

-4,247 0.39694@.370499

Founder-Other

0,010 -0,105 -0,263* 0,264 * 0,033

-31,115** 6,66% 2,57%

Family-Other 0,030 * -0,53#* -0,400 ** 0,400 *** -0,004 -26,869** 31,76% 28,76%
Model 4

Founder -0,020 0,939 **0,925 *** -0,605** 0,002 0,016 15,365 59,79% 57,65%

Family 0,016 0,398 ***(0,511 *** -0,216 ** -0,008 -0,002 -7,807  36,49% 33,12%

Other -0,020 0,939 ***0,925 *** -0,605** 0,002 0,016 15,365 59,79% 57,65%

Fonder-Family

-0,022 0,432 *** 0,143 -0,132 0,039 *

0,007 -5,804  39,86%36,67%

Founder-Other

0,014 -0,109 -0,271* 0,258 * 0,029

-0,010 -28,975* 6,95% 2,01%

Family-Other 0,036 **-0,541*+* -0,414 ** 0,390 ** -0,010 -0,018 -23,172 32,33% 28,74%
Panel B — Value-Weighted portfolios
Model 1
Founder 0,008 1,049 *** 0,218 -0,205 -0,009 80,48% 79,80%
Family 0,008 0,550 *** 0,499 ** -0,340** -0,016 27,69% 25,18%
Other 0,009 0,827 ** 0,145 -0,321* -0,007 54,50% 52,92%

Fonder-Family

-0,000 0,499 *** -0,281 0,135 0,007

30,03% 27,60%

Founder-Other

-0,001 0,222 * 0,073 0,116 -0,002

5,55% 2,26%

Family-Other

-0,001 -0,277 ** 0,353 -0,018 -0,009

15,28% 12,33%
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C R.-R  SMB HML WML  Mom lliq Div R? Adj. R?

Model 2
Founder 0,008 1,049 *** 0,219 -0,205 -0,009 0,000 80,48%79,62%
Family 0,006 0,553 *** 0,504 ** -0,339** -0,015 0,004 27,72% 24,55%
Other 0,004 0,834 ** (0,158 -0,319** -0,005 0,011 54,65% 52,66%
Fonder-Family 0,002 0,496 *** -0,285 0,134 0,006 -0,004 30,05%26,98%
Founder-Other 0,004 0,214 ** 0,060 0,114 -0,004 -0,011 5,74% 1,60%
Family-Other 0,003 -0,282* 0,345 -0,020 -0,011 -0,007 15,35%11,63%

Model 3
Founder 0,013 1,037 *** 0,202 -0,192 -0,004 -8,407 80,57%79,7212
Family 0,022 0,517 *** 0,452 ** -0,301** -0,003 -24,460 28,88% 25,77%
Other 0,006 0,834 ** 0,156 -0,330** -0,010 5570 54,55% 52,55%
Fonder-Family -0,010 0,520 *** -0,250 0,109 -0,002 16,053 30,44%27,39%
Founder-Other 0,007 0,203* 0,047 0,139 0,006 9IB  5,94% 1,82%
Family-Other 0,017 -0,317 ** 0,297 0,030 0,007 -30,030 16,81% 13,17%

Model 4
Founder 0,012 1,038 *** 0,204 -0,190 -0,003 0,003 -8,985  80,58%9,55%
Family 0,018 0,521 *** 0,461 ** -0,294 ** 0,001 0,011  -26,846 29,08% 25,31%
Other 0,002 0,838** 0,164 -0,324* -0,007 0,010 3,367 54,67% 52,26%
Fonder-Family -0,007 0,517 *** -0,257 0,104 -0,004 -0,009 17,861 30,53%26,84%
Founder-Other 0,010 0,200* 0,041 0,134 0,003 0®,0 -12,512 6,03% 1,04%
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C R.-R  SMB HML WML  Mom lliq Div R? Adj. R?
Family-Other 0,016 -0,317* 0,297 0,030 0,008 0,001 -30,21216,81% 12,40%

Regression of the excess return of founder-cortioffounder), other family-controlled (Family) apcbfessional-managed (other) firms on the excesgkehaeturn
(Rm — R) and mimicking returns of size (SMB), book-to-metrkHML) and performance persistence in the shamt{WML) factors, momentum (Mom), aggregate
market illiquidity (llig2), and debt intensity (D8b

Model 1 is the Carhart four-factor model, modes2he model 2 including aggregate market illiqyidéctor, model 3 is de model 2 including markettdatensity
factor, model 4 is the model 2 including aggregateket illiquidity and market debt intensity factor

* xx *xk Significant at the 10%, 5% and 1% levelsespectively.
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The results obtained to Spain are quite differdr@ntthose found to Portugal.
However, we also validate our hypothesis which shgs CEOs identity is important to

explain the firm’s risk exposure.

Founder-controlled firms display a higher factomadong on market risk and
performance persistence than other family-contiofiens. Before we introduce the
new factors in the four-factor model, we find thfare is an abnormal return to family-
controlled firm. However this extra return is expkd by the market aggregate
illiquidity.

Other family members have singular risk exposusas;e they lack of sufficient
information about how to run the firm. Additionallthey may also have few
motivations to do it, leading to destruction of tiren value. Nietoet al. (2009), for
example, confirmed that founder descendents dgsttbe firm operational

performance. This information may be perceivedhgyrharket.

The difference between founder-controlled and @m@ifemal-managed firms is
regarding the size and growth potential factorsalBnand growing firms are normally
controlled by its founder. The founder retains finen control when it has financial
distresses and potential to increase. His natamadiéncy is to pass on the firm or
contract a professional manager when the firm hastanding performance (Sraer and
Thesmar, 2007). Similar results were found to Ryattand by Corstjenst al. (2006).

Other family-controlled firms display a lower (higf) factor loading on market risk
and size (growing potential), for the reasons dlyeexplained. Moreover, exhibit an
extra return of 4% per month. In this case, theoaial return does not disappear with
the new factors introduced in the model, suggestivag investors of financial firms
require an extra premium to invest in family-cofigd firms, may be due to its higher

risk of failure and tendency to destroy the firniuea

Analyzing value-weighted portfolios (panel B) th&fetence in risk exposure
between CEOs identity is only regarding to markst factor.

Founder-controlled firms display a higher factoadong on market risk than other
family-controlled and professional-managed firm&n@ary to our expectations, the

return risk of founder-controlled firms is very sian to market risk. This result
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suggests that, to Spain, when we consider the finmarket value, the specific
singularities of founder-controlled firms are nigrsficant.

Comparing the results of other family-controlledrs and professional managed-
firms, we confirm our anticipations, it means, fmrgontrolled firms are not only
influenced by the macroeconomic reasons but alsosyscific singularities, and

financial investors perceive it.

In this case, there is no evidence of an abnoretalrm, suggesting that the firm

market value is sufficient to explain the markespnices of family-controlled firms.

Portugal vs Spain

There are significant differences in the resultsamed for Portugal and Spain.
Whilst for Portugal the major results persist usiagually and value-weighted
portfolios, for Spain the results are quite differavhen we use equally or value-
weighted portfolios.

To Portugal, we find that family-controlled firmby its founder or other family
members, are smaller than the ones professionakgeain Moreover, other family-
controlled firms present some singular risk, ngblax by macroeconomic factors. In
this case, the abnormal return for family-contmlfems found by Fahlenbrach (2009)
is not evident when we use value-weighted portfolio

To Spain, the abnormal return is obvious to otlenify-controlled firms when we
use equally-weighted portfolios, but it disappeaten we use value-weighted ones.
Moreover, the differences in CEOs risk exposurexiglained by market risk, size and
growth potential when we use equally-weighted jptid§. However, when we weigh
return using the market value, only market risk asypes is different depending on
CEOs identity.

Although, for both countries we find that CEOs itlignis important to explain the

firm risk exposure, confirming our hypothesis.
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5. CONCLUSION

Family firms are not only the oldest type of firnmyt are also present all over the
world. They play a vital role to the economy depsh®nt. Likewise, understanding

family firms is crucial.

Some studies have been carrying on to explain yamand non-family firms
differences. We want to go a step further by urtdading if the firm’s valuation

depends on CEOs identity.

Several studies describe that founder CEOs are fooused on the firm long-run,
more concerned with the firms’ decision and investtmopportunities. These results

suggest that founder CEOs play a particular rol@srorganization.

In this study we want to understand why the majasitfamily firms are headed by
its founder. And if there are significant differescin firm behavior and valuation

depending on CEOs identity.

In this context we analyzed Portuguese and Spagrubhicly traded corporations,
during the period of January of 1999 to Decembe2@f8. We not only use the four-
factor model of Carhart, as Fahlenbrach (2009), &lstb introduce two new factors:
market illiquidity and debt intensity. Likewise vicrease the explanatory power of the
model and adapt it to corporate governance perispect

In contrast to findings by Fahlenbrach (2009) foe 1J.S., we do not find that
founder CEO firms display an abnormal return. Txgra return is explained either by
using value-weighted portfolios or by market illidily and debt intensity — the two
new factors introduced in the four-factor modeCairhart.

We do find that who manages the family firm resuitsignificantly different in risk
exposures. To Portugal, founder and other familynimers tend to run smaller firms.
Moreover, we found a significant market risk premiwhen we invest in founder-

controlled or professional-managed firms, instelidumily-controlled firms.

To Spain, founder and other family CEOs tend to somaller and growth firms.
Although, when we use value-weighted portfolios yotthe market risk premium

explains the differences of who manage family firms
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These different risk exposures seem to be explamegerformance differences.
Therefore this analysis is complementary to thoeAmderson and Reeb (2003),
Villalonga and Amit (2006), Nietet al. (2009), among others.

Additional, our results are important to sharehddend directors who are
concerned about the strong position of a founde®© Q#thin the firm. The founder
retains the firm’s control since he brings valuehad skills.

REFERENCES

Acharya, V., and L. Pedersen (2005): “Asset Priamth Liquidity Risk”, Journal of
Financial Economics77, 375-410.

Amihud, Y. (2002): “llliquidity and Stock Returnross-Section and Time-Series
Effects”, Journal of Financial Markets5, 31-56.

Anderson, R. e D. Reeb (2003): “Founding-Family @vghip and Firm Performance:
Evidence from the S&P5003pournal of Finance58(3), 1301-1328.

Aronoff, C., and J. Ward (1996Family Business Governance: Maximizing Family and
Business PotentiaFamily Enterprise Publishers, Georgia (52 edi¢ao)

Bhandari, L. (1988): “Debt/Equity Ratio and Expect€ommon Stock Returns:
Empirical Evidence”Journal of Finance43(2), 507-528.

Banz, R. (1981): “The Relationship between Retund 8arket Value of Common
Stocks”,Journal of Financial Economi¢®(1), 3-18.

Barontini, R. e L. Caprio (2006): "The Effect ofrikdy Control on Firm Value and
Performance: Evidence from Continental EuropeEuropean Financial
Managementl2, 689-723.

Berle, A. e G. Means (1932)he Modern Corporation and Private Propertyancourt,
Brace & World, Inc. Copyright, New York (Republish&968).

Black, F. (1972): “Capital Market Equilibrium witRestricted Borrowing”Journal of
Business45(3), 444-455.

Black, F., M. Jensen, and M. Scholes (1972)e Capital Asset Pricing Model: Some
Empirical Tests in Michael M. Jensen, Ed. Studies in the TheofyCapital
Markets, New York: Praeger Publishers Inc.

32



Burkart, M., F. Panunzi, and A. Shleifer (2003)atily Firms”, Journal of Finance
58(5), 2167-2201.

Carhart, M. (1997): “On Persistence in Mutual Furflsrformance”,Journal of
Finance 52(1), 57-82.

Cella, C. (2009): “Ownership Structure and Stockriéa Returns”,working paper
SSRNabstract 1267268).

Chami, R. (2001): “What is Different about Familyudness?”,Working Paper
International Monetary Fund/VP/01/70.

Chan, K., Y. Hamao, and J. Lakonishok (1991): “Famdntals and Stock Returns in
Japan” Journal of Finance46(5), 1739-1764.

Corstjens, M., K. Maxwell, U. Peyer, and L. Van dgyden (2006): “Stock Market
Performance of Family FirmsIFERA 2006 Research Conferer{€&nland).

Fahlenbrach, R. (2009): “Founder-CEOs, Investmegtifions, and Stock Market
Performance”Journal of Financial and Quantitative Analys&4, 439-466.

Fama, E., and K. French (1992): “The Cross-SectibrExpected Stock Returns”,
Journal of Finance47(2), 427-465.

Fama, E., and K. French (1993): “Common Risk Facitorthe Returns of Stocks and
Bonds”,Journal of Financial Economi¢83(1), 3-56.

Giménez-Zurriaga, |. (2005): “La Rentabilidad de EBmpresas Familiares y la Bolsa:
Mitos y Realidades”Analisis Financierp97, 32-45.

Gomez-Mejia, L., K. Haynes, M. Nufiez-Nickel, K. dason, and J. Moyano-Fuentes
(2007): “Socioemotional Wealth and Business Riskdamily-controlled Firms:
Evidence from Spanish Olive Oil MillsAdministrative Science Quarteyly2, 106-
137.

Heflin, F., and K. Shaw (2000): “Blockholder Ownleiis and Market Liquidity”,
Journal of Financial and Quantitative Analys&b(4), 621-633.

Jegadeesh, N., and S. Titman (1993): “Returns tgriguwWinners and Selling Losers:
Implications for Stock Market EfficiencyJournal of Finance48(1), 65-99.

Jensen, M., and W. Meckling (1976): “Theory of them: Managerial Behaviour,
Agency Cost and Ownership Structurdburnal of Financial Economi¢s3(4),
305-360.

33



La Porta, R., F. Lopez-de-Silanes, and A. Shle{f£999): “Corporate Ownership
Around the World” Journal of Finance54, 471-517.

Liew, J., and M. Vassalou (2000): “Can Book-to-MettkSize and Momentum be Risk
Factors that Predict Economic Growth3durnal of Financial Economi¢c$7, 221-
245.

Lintner, J. (1965): “The Valuation of Risk Assetsidathe Selection of Risky
Investments in Stock Portfolios and Capital Budg&®&view of Economics and
Statistics 47, 13-37.

Mackinlay, A., and M. Richardson (1991): “Using @ealized Method of Moments to
Test Mean-Variance EfficiencyJournal of Finance46(2), 511-527.

Miller, D., I. Breton-Miller, R. Lester and A. Caalha Jr. (2007): “Are Family Firms
Really Superior Performers?Jpurnal of Corporate Finangel3(5), 829-858.

Minguez, A., and J. Martin (2004): “Concentraciéccidnarial y Liquidez de Mercado.
Un Andlisis con Ecuaciones Simultanedstpnomia Financiera4, 8-31.

Miralles, J., and M. Miralles (2003): “Actividad Neciadora y Esperanza en la Bolsa
de Valores EsparfiolaRevista de Economia Financierh 15-36.

Miralles, J., and M. Miralles (2006): “Medidas de&jlidez y Valoracion de Activos”,
Revista de Gestéo e Economa50-59.

Mukherjee, S., and C. Padgett (2006): “Return Défees Between Family and Non-
Family Firms: Absolute and Index DifferenceBCMA Centre Discussion Papers in
Finance DP2006-11.

Nieto, M., M. Casasola, Z. Fernandez, and B. U§2009): “Impacto de la Implicacién
Familiar y de Otros Accionistas de Referencia e@reacion de Valor’Revista de
Estudios Empresarialeg, 5-20.

Pastor, L., and R. Stambaugh (2003): “Liquidity Rend Expected Stock Returns”,
Journal of Political Economy111(3), 642-685.

Rojo-Ramirez, A. (2009): “Importancia de la Valadacde la Empresa Familiar: Los
Problemas de lliquidezRevista de Estudios Empresariglgs 38-61.

Rouwenhorst, K. (1998): “International Momentum a&gies”,Journal of Finance
53(1), 267-284.

34



Schulze, W., M. Lubatkin, and R. Dino, (2003): “Eoxing the Agency Consequences
of Ownership Dispersion among the Directors of &evFamily Firms” Academy
of Management Journadt6(2), 179-194.

Sharpe, W. (1964): “Capital Asset Prices: A TheofyMarket Equilibrium under
Conditions of Risk” Journal of Financel19(3), 425-442.

Soares, J., and A. Serra (2005): “Overraction eddedction: Evidéncia do Mercado
Accionista PortuguésCadernos do Mercado de Valores Mobiliarios22.

Sraer, D., and D. Thesmar (2007): “Performance Bedavior of Family Firms:
Evidence from the French Stock Marketfournal of the European Economic
Association5(4), 709-751.

Treynor, J. (1965): “How to Rate Management of Btweent Funds’Harvard Business
Review 43, 63-75.

Villalonga, B. e R. Amit (2006): “How Do Family Owenship, Control, and
Management affect Firm ValueJournal of Financial Economi¢80, 385-417.

Westhead, P. e C. Howorth (2006): "Ownership andchadament Issues Associated
with Family Firm Performance and Company ObjectivEsamily Business Review
19(4), 301-316.

35



	MFA 2011_first page
	MFA 2011 - body of the paper

