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FBE 432 - Class Objectives and Problem Assignments

J. K. Dietrich

Week 13 –November 18 and 20, 2002

Goals and Objectives
(1) Describe range and types of global equity markets and characterize generally the size and other characteristics of different classes of equity markets


(2) Describe the means whereby non-U.S. firms can raise equity capital from U.S. stock markets


(3) Discuss the advantages and disadvantages to an foreign firm of raising capital in the U.S. equity markets


(4) Discuss the attractions and risks to developed-country passive investors from investing in emerging-market equity

Suggested Review Reading for next Classes (November 25 and 27, 2002)

Review material in RWJ, Chapter 13

Suggested Case Questions for Case Discussion (Circon (A)**, December 2, 2002)

(1) What motivated Circon Chairman and CEO Richard Auhll?  Did he have financial incentives that strongly aligned his interests with those of the shareholders?


(2) Put yourself in Auhll’s shoes moments after receiving the telephone call from U.AS. Surgical CEO Leon Hirsch: how do you respond to the hostile bid?  What factors would you consider?  What factors should you consider (if different)?

(3) Put yourself in the shoes of George Clouter, moments after being asked by Richard Auhll to join the Circon board.  Would you agree to be on the board?  What role would you wish to play?  Is your role consistent with you “duty of care” as membver of the board?

(4) Did Circon’s poison pill represent a strong or weak barrier to a hostile takeover?  Specifically, if a hostile bidder had “broken through” (or triggered) the poison pill, what precisely would have happened to Circon’s capital structure and the hostile bidder’s stake in the company? (To answer this questions see especially Footnote 1 on pages 4 and 5 and Exhibit 2 of the (A) case.)

Important Vocabulary List from Class This Week
EQUITY MARKETS, EMERGING MARKETS

INTEGRATION OF CAPITAL MARKETS

CURRENCY RISK, POLITICAL RISK

LIQUIDITY, TRANSACTIONS AND TRADING COSTS

LISTING, LISTING REQUIREMENTS

AMERICAN DEPOSITORY RECEIPTS (ADRs)

STATE-OWNED ENTERPRISES (SOEs)

TOWNSHIP AND VILLAGE ENTERPRISES (TVEs)

TRUST AND INVESTMENT COMPANIES
Suggested Wall Street Journal (WSJ) Articles
November 11, 2002

“Single-Stock Futures Arrive In the U.S. With Room to Grow” (B6) – Major innovation in securities hedging instruments is allowed by regulators and is good example of hedging/speculating instrument market evolution

“National Century’s Woes Prompt Bond-Loss Fears” (C1) – Details on operations of firm selling bonds secured by health-insurance receivables and how conflicts of interest between bondholders and issuers can arise

November 12, 2002

“Managing Your Career: Sunbeam Chief Tell How He Kept Career, Staff Afloat in Crisis” (B1) – Good story about stress of being in bankruptcy (Chapter 11) by chief executive that also discussed accounting treatment of derivatives

“For Stock Listings, the U.S. Pull Gets Weaker” (C1) – Discusses foreign company listing of ADRs on U.S. markets, illustrating issues we discuss in connection with Huangeng  Power case

November 13, 2002

“Blackstone Nears Deal for TRW Unit” (A6) – Discussion of spin off of TRW’s auto parts division by well-known private equity firm

November 14, 2002

“China Telecom IPO Is on Track” (C16) – Offering of stock by Chinese utility will have ADRs traded on New York Stock Exchange, as discussed this week

“Nasdaq lists Exchage-Traded Funds” (D9) – Nasdaq begins trading funds of stocks backed by ADRs that we discuss this week

“Keeping the Books: One CFO Finds His Orderly World Upset After Enron” (A1) – Quiet life of honest CFO disturbed by corporate governance issues we discuss next week

