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Two studies summarize the results of our empirical studies on the
relationship between anomalies and the behavior of firms and investors in asset markets. The first
addresses Knightian uncertainty as a source of anomalies. When facing Knightian uncertainty in wage
earnings, distortions in the labor allocation between host and sending countries occur. Providing
accurate information on wage income, and income transfers from the sending country to the host
country is likely to improve economic welfare in both countries. The second addresses large negative

shocks in financial markets as a source of anomalies. We find that different equity durations lead
to different degrees of return recovery after shocks. This is likely responsible for the return

differences across equity durations.
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