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ABSTRACT 

This study consists of two essays. In the first essay, I examine whether the 
overlap in institutional investors between the supplier and its customer can be an 
efficient monitoring mechanism in the product market. Using a large sample of 
supplier–customer relationships for the period 1980–2011, I provide the following 
evidence. First, a high level of overlapping institutional ownership mitigates the 
adverse effect of asymmetric interdependence between supplier and customer on 
their firm performance. Second, relationship-specific investments and partnership 
duration are identified as underlying channels through which overlapping 
institutional ownership mitigates the adverse effect of asymmetric 
interdependence on partners’ performance. Third, overlapping institutional 
ownership is negatively associated with accounts receivable when the supplier is 
more financially constrained than the customer, suggesting that overlapping 
institutional ownership improves the efficiency of trade credit allocation. These 
findings survive out of a series of robustness checks. The findings of this study 
highlight that the overlap in institutional investors between supplier and customer 
plays as an efficient monitoring mechanism in the product market. 

In the second essay, I examine the informational role of overlapping transient 
institutional investors who hold stocks of both the firm and its customers in 
disseminating customer information to the firm’s bond market and document four 
findings. First, I find that overlapping transient institutional ownership 
significantly alleviates the prediction of lagged customer-portfolio bond returns to 
supplier bond returns even after controlling for the interaction effect between 
stock market and bond market. This finding survives out of a series of robustness 
checks. The alleviation effect is more pronounced for firms with high customer 
concentration and low customer industry competition, or with non-investment 
grade. Second, I find that overlapping transient institutional ownership represents 
more than a mere proxy for investor attention and leads to information advantage 
over overlapping institutional bondholders. Third, I find that current 
customer-portfolio return is significantly associated with the trading volume of 
overlapping transient institutional investors in the bond market, suggesting that 
overlapping transient institutional investors indeed take customer information into 
account when they trade bonds of suppliers. Fourth, I examine the real effect of 
customer information on bondholders and find that customer bond return is 
significantly related to the supplier’s future operating performance, which is an 
important predictor of credit risk. Overall, my results show that overlapping 
transient institutional shareholders take economically linked information into 
account when they trade in the bond market and improve the informativeness of 
bond price. 
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