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Shifts in Rating Standards During the RMBS Market Boom
and Bust

This study shows significant shifts in rating standards and explores explanations for optimistic ratings
on non-agency residential mortgage-backed securities (RMBS). We employ the same set of data used
by rating agencies and develop benchmark maodels to reveal that standards are lenient from 2004 to mid-
2007 and become stringent following the subprime crisis. We discriminate among explanations for such
changes and provide evidence to support issuer ratings shopping and rater conflicts of interest. Ratings
inflation has a positive association with issuer selective disclosure of ratings and the strength of issuer-
rater business relationships. This association is pronounced during the market boom years.

Keywords: Credit Rating Agencies, Conflicts of Interest, Ratings Shopping, Residential
Mortgage-Backed Securities (RMBS), Subprime Mortgages, Financial Crisis
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The Impact of Popularity Information on Consumers' Online
Purchases

Popularity information of products, frequently consulted by consumers for making purchase decision, has
become even more so online where such information is readily updated. Two kinds of popularity information can be
identified: (1) market size, referring to a product’s potential demand in the market, can be either hit (e.g. drama movie)
or niche (e.g. documentary movie) (2) sales volume refers to the actual purchase number of products. Typically, sales
volume is congruent with market size where hit products have a higher sales than niche products; whereas, sales
volume can be incongruent with market size where niche products have equal or higher sales than hit products. Past
research has suggested that a niche product with an equally high sales volume as hit products singals a higher level
of product quality. However, popularity information can also signal a social trend, which may induce consumers
to compare themselves with other consumers and feel entitled to own what the other consumers own. This process
illustrates the phenomenon of social comparison. As such, a higher sales volume of a niche product may tempt some
consumers to follow the trend of a limited number of people with special preferences, but the boost of purchase might
not be as high as the consumers who interpret sales volume as product quality. Therefore, it is hypothesized that when
product’s market size and sales volume are incongruent (i.e. a higher sales volume for niche products than for hit
products), the probability of purchasing a niche product increases compared to the condition of congruence and that
the magnitude of increase is higher for consumers with the inference of quality evaluation than with the inference of
social comparison. The method of laboratory experiment was adopted, with 200 participants. The empirical results
strongly supported the proposed hypotheses and provided practical implications for e-commerce.

Keywords: Popularity Information, Social Comparison, Product Quality, Signal, Online
Purchase Behavior
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The Sound of Ripple: The Study of Facebook Fan Page User's
eWOM Intentions from Double-edged Sword Perspectives

Social networking sites (SNSs) become an important marketing channel that corporates are trying to
generate ripple effect - maximum effect of eWOM. Since the characteristics of SNSs provide firms to
publish advertisements without limitation of time, geography and space, firms are seeking for factors
stimulating users * eWOM intentions. For platform perspective, this study fills the gap of Dual Mediation
Hypothesis (DMH) by adding interestingness of attitude and further extended with Use and Gratification
Theory to have better understanding of environmental factors. For social interaction perspective, this
study applies Social Cognitive Theory as fundamental support of exploring how users’ interactivities
affecting eWOM intentions generation. Two perspectives are integrated in this study and formulated
so -called double-edge sword perspectives. Basing on the data analysis results, following management
implications are proposed: (1) Fan Page managers should formulate distinctive marketing strategies
according to Fan Page users’ different levels of involvements. (2) For highly involved users, managers
can emphasize utilitarian news and create an interdependent environment to fulfill users’ expectations of
conducting eWOM activities . (3) For median involved users, managers should emphasize on entertaining
news and create an interdependent environment. (4) For low involved users, managers should create an
interdependent atmosphere and keep linking with them.

Keywords: Social Cognitive Theory, Use and Gratification Theory, Dual Mediation
Hypothesis, Social Network Sites, Facebook Fan Page
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