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Composition and Trade Conflicts

i8] | Time: 06.09 (J8F) 10: 00-11:30

o | Venue: SCIREE 711 21U = | Meeting Room 711, WENHUAN
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Financial Economics. Review of Financial Studies. Journal of Management
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R A 2 i AR TR SO [ < Al PR [ BT 2 Emerald S HE 1R SCRAF IR

52 | Abstract

In recent years, the escalation of international trade conflicts has brought
significant uncertainty to firms’ export. This project examines how firms deal with
the uncertainty in foreign markets from the perspective of human capital. Using the
tariff increase during the US-China trade war and Chinese firms’  stock market
reactions to the escalation events of the trade war in 2018 as measures of trade
conflicts, we find that Chinese firms hit harder by the shock increased the ratio of
executives with overseas background. Executives with foreign experience and

marketing expertise are favored even more after the trade war, suggesting that firms
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employed the skills of such executives to avoid a decline of foreign sales. Moreover,
using the pre-existed ratios of executives with overseas background, we indeed find
that the experience of such executives helped firms stabilize their foreign sales. After
the trade war, companies grant the executives with overseas background more stock
options and companies’  stock markets reacted more negatively to the unexpected
leaving of such executives, in line with their increased value during the trade
conflicts.
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