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DEPARTAMENTO
:
CONTABILIDADE, FINANÇAS E CONTROLE - CFC


CURSO
:
CMCD – EAESP – FGV

DISCIPLINA
:
CORPORATE FINANCE: INVESTING, FINANCING AND PAYOUT POLICIES
PROFESSOR
:
RICHARD SAITO 



SEMESTRE: 1º/17
PROGRAM
GOAL
Our course on Firm Financing & Risk Management - provides a look at the decision making process for corporations to include (a) investment decisions, (b) financing decisions, and (c) payout to shareholders.   Focus on information asymmetry and moral hazard issues are stressed based on paper discussion.

CONTEÚDO 

· Valuation (Bond and Shares)
· Risk and Return
· Investment under Uncertainty
· Dividend and Share Repurchase
· Capital Structure
· Risk Management
EVALUATION


Quizzes .............................................. 

30%



Paper Discussion...................................

30%



Final ................................................. 

40%
Required reading is listed below.  All participants are expected to prepare for discussion and presentation of any paper listed in the reading list.  A penalty equivalent to up to half point can be applied to the final grade if a student misses a class or does not prepare properly for paper discussion in class.

CONTACT DETAILS
Please contact via email (richard.saito@fgv.br) and /or 3799.7899 (with my assistant Bernadete).   

BACKGROUND
Richard Saito is full professor of finance at FGV-EAESP.  Prior to joining the faculty of FGV-EAESP in August 1996. Richard worked as an engineer for the Group Promon – in telecommunications and engineering systems.  After completion of the doctoral program, Richard worked at the International Finance Corporation (World Bank Group), analyzing investment projects in agribusiness, especially in China and Brazil, involving instruments of debt, quasi-equity e equity. In the 1990s, he worked as a consultant for A. T. Kearney in strategy and operations, restructuring corporate finance, capitalization, and mergers and acquisitions. Richard’s current research topics include corporate finance and banking. He is the former president of the Brazilian Society of Finance and current Coordinator of Economics and Business Administration of FAPESP. Richard holds a BSc in Aeronautical Engineering from Instituto Tecnológico de Aeronáutica (ITA) and a Master in Production Engineering, and an M.Sc. and PhD from Stanford University.
TEXTBOOK
BERK, J, DeMarzo, Peter, Corporate Finance, 3rd Edition, Pearson    
	Session
	Topics 
	Required Reading

(BMA) = Brealey, Myers & Allen

	1


	Securities Valuation 
	 Ch. 6  
Ch. 9

	2


	Investment Decision
	Ch7and 8  
Artigos



	3


	Risk + Return
	Ch.10 

Ch 12 

	4


	Payout Decision
	 Ch. 17

	5


	Capital Strcuture
	Ch. 14 
Ch. 15 

Ch. 16



	6


	Equity Financing


	Preparar 1-page summary for each paper

	7


	Risk Management 
	Preparar 1-page summary for each paper 

	8


	Final Exam
	


READING LIST (Additional reading may be requested)
Session #1 - Overview

1. Saito, Richard. Capital Raising – Roadmap to Capital Markets. 

2. Smith, Clifford W. and Jensen, Michael C.  The Theory of Corporate Finance: A Historical Overview. The Modern Theory of Corporate Finance, Chapter 3, 1990, pp 2-20. 

3. Leal, Ricardo e Richard Saito. Finanças Corporativas no Brasil. RAE Eletrônica, 2(2): Julho/Dezembro 2003.

Session #2 – Investment Decision
1) Mukherjee, T. K., Hingorani, V. L., Capital Rationing Decisions os Fortune 500 Firms: a Survey, Financial Practice and Education, Summer 1999, pp 7-15 (mukherjee_hingorani_fm99_capital_rationing.pdf).

2) Brounen, D. Jong, A, Koedijk, K., Corporate Finance in Europe: Confronting Theory with Practice, Financial Management, Winter 2004, pp 71-101. (brounen_fm_w04.pdf)

3) *Thakor, A., Corporate Investments and Finance, Financial Management, Summer 1993, pp 135-144. (FM_SUMMER1993.pdf – o artigo está nas páginas 135 a 144);

4) Jensen, M.C., Agency Costs of Free Cash Flow, Corporate Finance and Takeovers, American Economic Review, 1986, pp 1-15 (Jensen_86.pdf)

5) Miller, E. M., Capital Budgeting Decisions Seldom Cancel, Financial Practice and Education, Fall/Winter 2000, pp 128-135 (miller_fpe00)

6) Graham, J.R. and C.R. Harvey, 2001, The Theory and Practice of Corporate Finance: Evidence From the Field, Journal of Financial Economics 61, 187-243 (graham_harvey_JFE01).

Session #3 - Risk
1. Mehra, Rajnish; Edward C. Prescott (1985). "The Equity Premium: A Puzzle" (PDF). Journal of Monetary Economics 15: 145–161. doi:10.1016/0304-3932(85)90061-3. http://www.academicwebpages.com/preview/mehra/pdf/The%20Equity%20Premium%20A%20Puzzle.pdf.  

2. Kocherlakota, Narayana R. (March 1996). "The Equity Premium: It's Still a Puzzle" (PDF). Journal of Economic Literature 34 (1): 42–71. http://www.econ.ucdavis.edu/faculty/kdsalyer/LECTURES/Ecn200e/Kocherla.pdf.  

3. Mehra, Rajnish; Edward C. Prescott (2003). "The Equity Premium Puzzle in Retrospect". in G.M. Constantinides, M. Harris and R. Stulz. Handbook of the Economics of Finance. Amsterdam: North Holland. pp. 889–938
Session #4 – Dividend / Buyback
1. Allen, Franklin and Michaely, Roni. Payout Policy. Working Paper (The Warton Financial Institutions Center), 2002.

2. Brennan, Michael, J and Thakor, Anjan, V. Shareholders Preference and Dividend Policy. The Journal of Finance, 1990, Vol. 45, Nº 4, pp. 903-1018. 

3. Easterbrook, Frank H. Two Agency-Cost Explanations of Dividends, 2002, Vol. 74, Nº 4, pp. 650-659.

4. Miller, Merton, H and Rock, Kevin. Dividend Policy under Asymmetric Information. The Journal of Finance, 1985, Vol. 40, Nº 4, pp. 1031-1051.
5. SAITO, R. ; NOVIS Neto, Jorge Augusto . Pagamento de Dividendos e Persistência de Retornos Anormais das Ações: Evidência do Mercado Brasileiro. RAUSP. Revista de Administração, São Paulo, v. 38, p. 135-143, 2003.
6. Session #5 – Capital Structure
1) Ross, S. A., Capital Structure and the Cost of Capital, Journal of Applied Finance, Spring/Summer 2005 (ross_jaf05.pdf) 

2) Myers, S. C., Majluf, N., Corporate Financing and Investment Decisions When Firms Have Information That Investors Do Not Have, Journal of Financial Economics, v13, 1984 pp 187-221 (myers_majluf_JFE84.pdf);

1) Titman, S.A., The Modigliani and Miller Theorem and the Integration of Financial Markets, Financial Management, Spring 2002, pp 5-19 (titman_fm_02_fin_mkts_corp_str.pdf).

2) Myers, S. C., The Capital Structure Puzzle, Journal of Finance, 1984, (myers_JOF84.pdf).

3) Myers, S.C., Determinants of Corporate Borrowing, Journal of Financial Economics, 1977, (myers_JFE77.pdf).

Session #6 – Equity Financing

1. Ljungqvist, Alexander. IPO Underpricing. In: Handbook of Corporate Finance, 2005, Chapter 12.

2. Pagano, Marco; Panetta, Fabio and Zingales, Luigi. Why do Companies go Public ? An Empirical Analysis. Working Paper 5367, National Bureau of Economic Research, 1995.

3. Ritter, Jay and Welch, Ivo. A Review of IPO Activity, Pricing, and Allocations. Yale ICF Working Paper No. 02-01. 2002.

4. SAITO, R. ; PEREIRA, João André Marques . Bookbuilding e Alocação Estratégica: Evidência do Mercado Brasileiro de Ações. Revista Brasileira de Finanças, Rio de Janeiro, v. 4, n.1, p. 33-53, 2006.
Session #7 – Risk Management
1. Froot, Kenneth A; Scharfstein, David S and Stein, Jeremy C. Risk Management: Coordinating Corporate Investment and Financing Policies. The Journal of Finance, 1993, Vol. XLVIII, Nº 5, pp. 1629-1658.

2. Graham John R. and Rogers, Daniel A. Do Firms Hedge in Response to Tax Incentives. 2002, Vol. LVII, Nº 2, pp. 815-839.

3. Guay, Wayne and Kothari,  S.P. How Much do Firms Hedge with Derivatives. Journal of Financing and Economics, 2003,  Vol. 70, pp. 423-461.

4. Smith, Clifford W. and Stulz, René M. The Determinants of Firms’ Hedging Policies. Journal of Financial and Quantitative Analysis, 1985, Vol. 20, Nº  4, pp. 391-405.
5. SCHIOZER, R; SAITO, R. . The determinants of currency risk management in Latin American non financial firms. Emerging Markets Finance & Trade, v. 45, p. 49-71, 2009.
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