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What is X and Y in this study?

• X1= SCRisk
• firm-level supply chain risk measure constructed from 8K fillings; 

• capturing uncertainty and fear of future supply chain shock;

• first moment of supply chain shock

• X2= SCSentiment
• firm-level supply chain measure constructed from 8K fillings; 

• capturing negative realizations of supply chain shocks;

• second moment of supply chain shock;



What is X and Y in this study?
• Y1 =  

• realized stock price volatility
• 30-day average abnormal return

• Y2 = 
• number of suppliers
• number of suppliers in the same continent
• number of suppliers in different continents
• number of US suppliers
• number of industry leader suppliers

• Y3 = 
• M&A with supplier
• M&A with customer
• Unrelated M&As

• Y4 = 
• CAR [-1, =1] to M&A announcements 



What the relationship between X and Y?
• X & Y1 is positive

• realized stock price volatility
• 30-day average abnormal return

• X& Y2 is positive
• number of suppliers
• number of suppliers in the same continent
• number of suppliers in different continents
• number of US suppliers
• number of industry leader suppliers

• X&Y3 is positive
• M&A with supplier
• M&A with customer
• Unrelated M&As

• X&Y4 is negative
• CAR [-1, =1] to M&A announcements 



Strength of the paper
• Supply chain risk is very difficult to be quantified because of various 

channels 

• Using textual analysis of earnings conference calls, the paper creates 
a novel measure of supply chain risk 

• Based on 194,561 conference call transcript from 5,723 public firms 
listed in the US from 2002-2020  



Strength of the paper
• Validating the measure by several ways (by industry, by time, etc)

• Adding to the literature which employs textual analysis in measuring 
geopolitical risk, climate risk, cyber risk, and competition pressure etc



Strength of the paper

• Very very comprehensive analyses 
• Total 14 tables + 8 additional tables + several charts

• The paper finds that
• Supply chain risks affects stock return and also firm operations (the choices of 

suppliers and the decision of vertical integration) 



Strength of the paper

• The paper is very well-written 
• The conclusion is believable and intuitive 

• That is, supply chain risk is a real risk factor, and firms with such risks tend to 
diversify their suppliers and also tend to do more vertical integration if they 
are finically capable.



Comments and Suggestions

• While it is very informative to include more analyses, the paper is 
lengthy and read like a PhD thesis work 
• Total 79 pages, with many Ys, Tables and Charts

• A trade off between comprehensiveness and focus would be a 
challenge 



Comments and Suggestions

• Why would we need to have two supply chain risk measures? 

• Are they inverse measures to each other or are they different 
fundamentally?

• Perhaps more clearly distinguish SC Risk and SC Sentiment would help 
improve the focus of the paper as well.



Comments and Suggestions

• What would be the key objective of the study? 
• To create a novel measure of supply chain risk?

• To examine whether and how supply chain risk affect stock return?

• To examine whether and how supply chain risk and sentiment complementary 
to each other?

• To examine firms’ strategic changes when they are facing with such risk?



Comments and Suggestions
• Possible reverse causality?



Comments and Suggestions

• Can Covid-19 (or other major global event) be an exogenous shock in 
examining the change of suppliers post an increased supply chain 
risk?

• With much bigger costs in creating such a measure, does it offer a 
competitive advantage in measuring supply chain risks over some low 
cost measures (such as number of suppliers, size of supplier, or 
country origin of foreign suppliers)? 



Overall, this is a very 
interesting and well-
written paper!
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