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Abstract

The 6th European Retail Investment Conference was hosted by the Stuttgart Stock Ex-
change from May 12th to 14th, 2021. Due to the persisting global pandemic, this year’s 
conference was held exclusively via online platforms. The conference chairs invited aca-
demics and practitioners to participate and discuss empirical and theoretical research 
focusing on retail investor products and services, new trends in the behavior of private 
customers, investors’ decision-making, investor protection schemes and market micro-
structure. The keynote about “Climate Finance” was held by Prof. Dr. Zacharias Sautner, 
Professor of Finance at Frankfurt School of Finance & Management.

I.  Introduction

From May 12th to 14th, 2021, the European Retail Investment Conference 
(ERIC) was held and organized by Boerse Stuttgart, Germany, for the 6th time. 
Due to the ongoing global pandemic, this year’s conference had to be redirected 
entirely to online platforms. As in previous years, ERIC’s core objective has been 
to shed light on the behavior and decision-making of retail investors in capital 
markets. The topics of the 6th conference were particularly characterized by reg-
ulatory developments and new trends in the retail investment sector. As techno-
logical innovations continue to drive tremendous changes in the investment be-
havior of retail customers by simplifying trades and reducing costs significantly, 
this area was also discussed lively. Scientific analyses of such issues became even 
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more important last year as developments surrounding the Covid-19 pandemic 
prompted a large influx of new private investors. All of this is accompanied by 
an ever-increasing consciousness of sustainability. To examine the impact of 
these changes, the conference chairs invited academics and practitioners to par-
ticipate and discuss empirical and theoretical research focusing on retail inves-
tor products and services, new trends in the behavior of private customers, in-
vestors’ decision-making, investor protection schemes and market microstruc-
ture. 

In addition to the main conference, PhD students were invited to present and 
discuss their work within a doctoral consortium, which was supervised by expe-
rienced researchers.

In total, the organizers of the conference received more than 50 submissions 
from 17  countries for the main conference and the doctoral consortium. This 
reflects a substantial increase in comparison to the previous conferences and 
highlights the continuing interest of researchers to present and discuss their re-
sults at ERIC. Based on the double-blinded review process, only the best sub-
missions were admitted to the conference and included in the program. As a 
result, many high quality papers did not make it into the conference. Eventually, 
the final program of the main conference comprised 14  presentations, while 
7 papers written by PhD students were selected for presentation at the doctoral 
consortium. 

The keynote speech was held by Prof. Dr. Zacharias Sautner (Frankfurt School 
of Finance & Management) and addressed the relation between climate change 
and financial markets. Prof. Sautner’s research focuses on securities trading, 
asset pricing and especially sustainable finance have been published in various 
journals such as The Journal of Finance, The Journal of Banking and Finance 
and The Review of Financial Studies.

II.  Conference Presentations – State of the Research on Retail Investor 
Behavior, Regulation and Financial Market Innovation

This section provides a comprehensive overview of the conference’s contribu-
tions in a chronological order. The content of the summaries is partially derived 
from the respective paper abstracts2. 

2  Articles and further information are available on the ERIC Website www.retailinvest 
mentconference.org.
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1.  Session: Investment Decisions and Household Finance

The main conference started with the topic area of investment decisions and 
household finance. Ellapulli Vasudevan (ESCP Business School) opened the first 
session with his presentation “Familiarity breeds short-termism”. In his paper, 
Vasudevan (2019) shows that investors shorten the holding period of stocks for 
which they repeatedly execute round trip trades by an average of 11 %. He fur-
ther indicates that this observation is related to reinforcement learning. This 
implies, in turn, that investors shorten their holding period in particular if their 
last round trip experience was that they would have had a higher return if they 
had sold earlier.

The second contribution in investment decisions and household finance was 
“Human capital risk and portfolio choices: evidence from university admission 
discontinuities” presented by Philippe d’Astous (HEC Montréal). Together with 
Stephen H. Shore (Robinson College of Business) he analyzed the investment 
behavior of students in Denmark depending on their chosen university program 
and subsequent earnings processes. They show that the higher the university 
program influences future earnings and subsequently the chosen investment 
risk level. I.e. the higher the volatility of income, the less risky assets students 
hold. 

The last presentation in this research area was held by William J. Bazley (Uni-
versity of Kansas), which presented his work around the topic “Mental health, 
mindfulness and financial decisions”. Co-authors are Carina Cuculiza (Univer-
sity of Miami) and Kevin Pisciotta (University of Kansas). They investigate 
whether meditation as a form of mindfulness has an impact on financial deci-
sion-making. Interestingly, the authors find that people who engage in mindful-
ness are more impatient and ultimately experience worse performances in their 
portfolios.

2.  Session: Behavioral Finance

The second session focused on the topic behavioral finance and started with 
the presentation of Jan Müller-Dethard (University of Mannheim). He present-
ed “Can Agents Add and Subtract When Forming Beliefs?”, a joint research pa-
per with Pascal Kieren (University of Mannheim) and Martin Weber (Universi-
ty of Mannheim) and Markus Glaser (Ludwig-Maximilians-University of Mu-
nich). In their study, Kieren et  al. (2021) analyze how individuals incorporate 
different informational signals. In a laboratory experiment, they find that indi-
viduals incorporate signals differently depending on the signal pattern. When-
ever a sequence of same-directional signals (good or bad) is interrupted by an 
opposite-directional signal, individuals overreact to these signals. However, for 
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alternating signal patterns individuals do now exhibit the same overreaction to-
wards new signals. Putting the lab into the field, Kieren et  al. (2021) also find 
evidence for these patterns in the stock market with regards to stock return re-
actions to announcements.

Exploring the effect of textual complexity on attention and market outcomes, 
Tarik Umar (Rice University) presented his paper “Complexity Aversion when 
Seeking Alpha”. In a field experiment in partnership with the investment plat-
form Seeking Alpha, Umar (2021) randomly assigns different titles for news ar-
ticles, varying in their complexity, to investors. He identifies complexity aver-
sion amongst investors, namely that investors are less likely to read articles with 
more complex titles. This effect is more pronounced for less sophisticated inves-
tors and in times of lower stock uncertainty.

The behavioral finance session concluded with the presentation of Qiguang 
Wang (University of California), who presented “Disagreement about Public In-
formation Quality and Informational Price Efficiency”, a paper co-authored 
with Chong Huang (University of California) and Radhika Lunawat (Hongkong 
Baptist University). In their paper, Huang et al. (2021) study how disagreement 
between investors about the public information quality affects market efficiency. 
They find that disagreement between investors leads to an underreaction of 
prices to public news and excessive trading upon the arrival of news that is not 
associated with price convergence. Thereby, the period leading up to announce-
ments is characterized by reduced trading volume and price efficiency.

3.  Session: Fintech and Sustainable Finance

The third session, which initiated the second day of the ERIC main confer-
ence, started with the presentation of Robin Döttling (Erasmus University Rot-
terdam). In his paper “Sustainability Preferences Under Stress: Evidence from 
Mutual Fund Flows During COVID-19”, co-authored with Sehoon Kim (Uni-
versity of Florida), he investigates the effect of economic distress on sustainabil-
ity preferences of retail investors. Döttling and Kim (2021) analyze mutual fund 
flows and find that during the Covid-19 pandemic, funds with high ESG ratings 
experienced a sharper decline in retail flows compared to institutional flows. 
Döttling and Kim (2021) furthermore find that this decline in retail fund flows 
is especially pronounced in countries that were hit harder by the pandemic. 
During the reopening period, they identify a rebound in fund flows. Conclud-
ing, Döttling et al. (2021) present evidence that funds with high ESG ratings ex-
hibit characteristics of luxury goods.

The last contribution in session three was “FinTech Platforms and Mutual 
Fund Distribution” by Claire Yurong Hong (Shanghai Jiao Tong University), 
Xiaomeng Lu (Shanghai Jiao Tong University) and Jun Pan (Shanghai Jiao Tong 
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University). In her presentation, Xiaomeng Lu elaborated on the effect of the 
appearance of Fintech platforms. In their empirical study, Hong et al. (2021) find 
that since Chinese Fintech platforms were initially allowed to sell mutual funds, 
more funds flowed into top-performing funds. They find that the reason for this 
increased fund flow performance sensitivity is the salient display of past return 
information, while ruling out the channels transaction cost, investor composi-
tion shift, endogenous funds entry and improving market conditions.

4.  Session: Retail Investors

The fourth session included two papers: “Inflation and Investors’ Behavior: 
Evidence from the German Hyperinflation” by Fabio Braggion (Tilburg Univer-
sity), Felix von Meyerinck (University of St. Gallen) and Nic Schaub (Otto 
Beisheim School of Management) and “What is your Desire? Retail Investor 
Preferences in Structured Products” by Rainer Baule (University of Hagen) and 
Patrick Münchhalfen (University of Hagen).

The first one, “Inflation and Investors’ Behavior: Evidence from the German 
Hyperinflation”, was presented by Felix von Meyerinck. In their empirical study, 
Braggion et  al. (2021) examine how investors respond to expected inflation. 
They analyze a unique dataset from the German hyperinflation between 1920 
and 1924 and find that investors tend to sell stocks in times of higher expected 
inflation. This trend is more pronounced among less experienced investors. The 
findings of Braggion et al. (2021) are in line with the money illusion hypothesis. 

The second paper, “What is your Desire? Retail Investor Preferences in Struc-
tured Products “, was presented by Rainer Baule and examines what factors in-
fluence retail investors trading decisions regarding structured products. In a 
choice-based conjoint analysis, Research participants face two reduced key in-
formation documents with varying attributes and choose the more attractive 
product. Baule et al. (2021) find that most important product attributes for the 
investor decision-making are the costs and structure of the products, while the 
issuer and risk indicator of the product are less important.

5.  Session: Mutual Fund Management and Asset Pricing

The fifth and last session of the conference focused on mutual fund manage-
ment and asset pricing and was opened by Philipp Schuster (University of Stutt-
gart) who presented “Expected Bond Liqudity”, a joint work with Michael Rei
chenbacher (Karlsruhe Institute of Technology) and Marliese Uhrig-Homburg 
(Karlsruhe Institute of Technology). In their work, Reichenbacher et  al. (2021) 
present a new ensemble approach for forecasting the liquidity of individual 
bonds. They find that their prediction model outperforms the current state-of-
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the-art models in the financial literature. Furthermore, they provide evidence 
that investors expect a deterioration in liquidity in low performing corporate 
bond funds.

The second contribution in the final session was “Leveling the playing field? 
The effect of disclosing fund manager activeness to individual investors” by 
Dominik Scheld (University of Marburg), Oscar Stolper (University of Mar-
burg) and Andreas Walter (University of Giessen). Oscar Stolper presented the 
paper assessing the compulsion of several major U.S. fund companies to disclose 
fund managers’ activities to investors. Scheld et al. (2021) identify strong posi-
tive fund inflows right after the active share is disclosed that are not dependent 
on the level of the active share. Therefore, Stolper et al. attribute the investor re-
action to media attention rather than to rational evaluation of the new informa-
tion available.

The presentation of Yuehua Tang (University of Florida) concluded the last 
conference session. He presented “Peer versus Pure Benchmarks in the Com-
pensation of Mutual Fund Managers”, a joint work with Richard Evans (Univer-
sity of Virginia), Juan-Pedro Gómez (IE University) and Linlin Ma (Peking Uni-
versity). In their Paper, Evans et al. (2021) analyze the implications of the bench-
mark type in the contracts of mutual fund managers. They find that fund 
managers with a peer benchmark are more active and outperform managers 
with a pure benchmark. Furthermore, funds managed by managers with a peer 
benchmark also charge higher advisory fees. Finally, they find that investors 
who invest into funds with a peer benchmark tend to be more sophisticated.

III.  Keynote Speech

The ERIC 2021 keynote speech was given by Zacharias Sautner (Frankfurt 
School of Finance & Management) and addressed the relation between climate 
change and financial markets.

Zacharias Sautner highlighted that 100 firms account for 71 % of global emis-
sions and that huge capital reallocations are necessary to meet global climate 
goals. This creates new climate-related market risks that are likely to have a sig-
nificant impact on asset values. This can be divided into regulatory/transition 
risks (e. g., restrictions to use fossil energy sources) and physical risks (e. g., ex-
treme weather events). Sautner further elaborated that these climate-related 
risks are difficult to price and to hedge against.

Krueger et al. (2020) examine the importance of climate risks for institutional 
investors and find that climate risks adversely affect asset values. Thereby, most 
investors expect risks (especially regulatory risks) to materialize short-term. The 
main motivation for institutional investors to incorporate climate risks are rep-
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utation protection, ethical obligations, legal obligation and desirable portfolio 
effects. Institutional investors tackle these climate-related risks by reducing their 
carbon footprint, analyzing stranded asset risks, general portfolio diversification 
and integration of ESG ratings into their investment decisions. Krueger et  al. 
(2020) find that investors with longer investment horizons and investors who 
view climate risks as more material are more likely to incorporate climate risks. 
Analyzing shareholder engagement on climate, they find that climate risk con-
cerned investors hold discussion with company managements regarding the im-
plications of climate risks and propose specific actions on climate-related issues. 
Institutional investors perceive stranded asset risks especially high for coal and 
oil producing companies.

Elaborating on the effect of climate risks on stocks, Zacharias Sautner intro-
duced the study of Bolton and Kacperczyk (2021), who identify a carbon risk 
premium for stocks of firms with higher carbon dioxide emissions. Sautner also 
presented the study of Ilhan et al. (2020), who analyze the importance of carbon 
tail risks. Climate change imposes large risks on carbon intensive companies. 
Ilhan et al. (2020) find that investors hedge against tail risks for firms with high 
carbon dioxide emissions on the option market. These downside-hedging op-
tions got cheaper after the United States presidential election of climate sceptic 
Donald Trump.

According to Sautner, the quantification of climate change exposure is chal-
lenging, since the effects of climate change are uncertain and there are heteroge-
neous effects across firms. Therefore, Sautner et al. (2020), introduce a method 
to identify firm-level climate change exposure from earnings calls using ma-
chine learning. They find that the exposure to climate change has increased 
sharply over time (including physical risks). However, during the Covid-19 pan-
demic, the discussion of climate risks has decreased.

Zacharias Sautner concluded his keynote by addressing the disclosure of cli-
mate risk. He presented the study of Ilhan et al. (2021), who find that the de-
mand of institutional investors for climate risk disclosures is affected by cli-
mate-specific disclosure costs and benefits. Climate related disclosures are bet-
ter, if the ownership is more climate-conscious.

IV.  Doctoral Consortium

The doctoral consortium presentations addressed various aspects of retail in-
vestor behavior, asset pricing and the effects of regulatory changes. The partici-
pants comprising the doctoral students and the professors Ryan Riordan 
(Queen’s University), Christof Weinhardt (Karlsruhe Institute of Technology) 
and Hans-Peter Burghof (University of Hohenheim) engaged in lively discus-
sions on the research topics presented at the conference. Thereby, the students 
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received valuable input on improving their scientific work. The two most out-
standing contributions were honored with the Best Paper Awards, which were 
sponsored by “Sparkassen Finanzgruppe Wissenschaftsfoerderung”, an initiative 
of the German Savings Bank Finance Group. The best paper by Emirhan Ilhan 
(Frankfurt School of Finance & Management) was “Sea Level Rise and Portfolio 
Choice”. Ilhan (2021) analyzes the portfolio choices of households depending on 
their geographical location. According to his results, houseowners with expo-
sure to sea level rise are more likely to avoid risky assets and investments into 
stocks. Ilhan (2021) further validates his results by finding that differences in 
risk preferences as well as endogenous location decisions of homeowners cannot 
explain the observed effect. He also finds that the enactment of state climate 
change adaptation plans reduces the risks of sea level rise and ultimately leads 
homeowners exposed to these risks to increase their equity holdings and invest 
more riskily.

V.  Conclusion and Acknowledgements

The broad range of papers presented at the 6th European Retail Investment 
Conference highlighted the growing importance of in-depth analyses of retail 
investor behavior, products and financial market innovations for both academia 
and financial institutions. Although retail investors are still subject to biases 
triggered by irrational behavior, the results of this year’s conference also illus-
trate that retail investors can improve their investment decisions through the 
targeted use of technology and regulatory buttresses. Both the scientific com-
munity and the financial industry should make efforts to limit retail investor 
biases through innovative solution designs. In the wake of numerous financial 
innovations in recent years, this is especially true for robo-advisors, machine 
learning and cryptocurrencies. The goal should be to provide retail investors 
with a regulatory and technologically advanced foundation for future invest-
ment decisions.

The 6th European Retail Investment Conference has managed to substantially 
increase the already high international interest among leading researchers and 
financial practitioners for the conference. Given this ongoing success, ERIC has 
established itself as one of the leading scientific finance conferences for retail 
investor topics in Europe. The high-quality presentations and the intense and 
fruitful discussions at the conference greatly contributed to new insights for all 
conference participants.

The survey responses and the feedback from the conference participants con-
firm this impression and show a very high satisfaction regarding the presented 
topics and the conference organization. The 7th European Retail Investment 
Conference will prospectively be held in 2023. 
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Finally, on behalf of the conference chairs and the organization committee of 
the 6th European Retail Investment Conference, we would like to thank the con-
ference partners and sponsors, first and foremost “Boerse Stuttgart” and “Al
lianz”. Their financial and logistical support shows their dedication to both sci-
entific progress and the understanding of the needs of retail investors. Again, 
our thanks also go to the “Sparkassen Finanzgruppe Wissenschaftsfoerderung”, 
an initiative of the German Savings Bank Finance Group, for sponsoring the 
doctoral consortium best paper awards and Stuttgart Financial as a partner in 
many organizational endeavors. Furthermore, we would like to thank the mem-
bers of the program committee and all reviewers for their evaluation of the sub-
missions and the valuable and constructive feedback provided to the authors.
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