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HEADLINE: THE BGSS WHO DISAPPEAREDR FROM HIS YRCHT

IN CORPORATE governance Chere are not always "right' and ‘wrong' answWers, wreites Ropbert Wearing in
Casesa in Corporate Governance from Sage (www.indiasage.com). The book complles atories of nine companies
that treipped on the governance wire, Including Enrcen &and Barings, Parmalat and Eurctunnel, WorldCom and
BCCI. Don't expect easy soclutlions to the problems identified in the case studiea, warns the author about
the book,

Some common themes acre outlined in the cases presented. For example
business leaders, companles experlencing rapld and unsustalnable rates
complicated organisation®™.

¢ "Charismatic and powerful
of growth and unnecesaarily

The purpoese of the book, as Wearing explains 1s, "te provide some insight inte why corporate
governance <an break down and to look at what might be done to remedy such sltuaticons®.

The author cltea T. Clarke's wvlew that there will never be a 'perfect' asystem of corporate governance.
"It is important that the most ocbvious abuses will be cutlawed, and lcopholes closed, but the ingenuity of
gelf=interest will lead to the devising of new schemes to evade accountabllity.® Wearing highlights the
need for a trade-cff between too much regulation that can inhibit wealth creaticon and too little
regulation that can lead to abuses. "Corporate governance regulation <an claim to be successful 1f 1t
encourages a business environment where warnling =lgnals are plcked up early and approprlate action 1=
taken gquickly by the regulators.”™

The first case is on Robert Maxwell and it opens with his disappearance from his yacht, Lady _
Ghislaine! Maxwell used four methods to misappropriate funds from the companies under his <oontrol, you'll
learn. "He pledged assets as securlty for additional leoana™, but inatead of dellvering the assets to the
lender, he would simply sell the assets for cash. "For example, Berlitz language school was supposedly
aold to a Japanese publishing company, but the ahares had previously been pledged as security for loans
from Swiss Volksbank and Lehman Brothers."™ For the other three methods and the eight remaining cases, you
know where to lock. HWell written!

Brazil is like Captain Ahab

IN THE US, the Financial Accounting Standards Board (FASB) has suggested that the contingent
conversion feature {(Colo) should not release companlies from accounting for the potential EPS dilution
caused by the shares underlying a convertible using an "if-converted' method. That's how the first chapter
in The Euromoney's International Equity Capital Markets Handbook 2005, distributed by Bharat Book Bureau
[www.bharatbcok.com) ; begins.

Under the International Financial Reporting Standards (IFRS) rules; issuers will have to bifurcate the
bond and the option component of equity-linked inatruments, weltes Martin Fisch in '"The gleobal convertible
market: Recent trends and developments'.

Another chapter provides 'an overwview of algorithmic trading'. Recent industry research has shown that
there is =2till a large gquantity of transaction costE that can be avoided wvwia efficfient algorithmic
execution strategies, write Robert Kissell and Andrew Freyre-Sanders.

"But this requires inwvestocrs tc become more proactive in the process by specifying macro lewvel
execution strategies and micre-pricing schemes consistent with overall investment cbjectives,”™ they add.

If all this seems too tough to comprehend, move over to the chapter on inflation, with a Moby Dick
analogy included.
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