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MN50412- Investment Banking
General information

Lecturer: Dr Bruno Deschamps

Office: Wessex House 9.21

Email: bd207@bath.ac.uk
Class time: Monday 9.15-11.15pm

Office hours: Monday 11.15am-13.15am

Course content
1 Brief history of investment banking

2 3 Public equity issuance
· IPO process

· Syndicates

· Market shares determinants

· Underwriting spread

· Underpricing and long-run performance

4 5 Debt issuance
· Underwriting process

· Bond pricing

6 7 Mergers and acquisitions

· Why use IB? Investment banks vs. commercial banks
· Pricing
· Determinants of market shares
· Who gains from mergers?
· Financing: cash vs. stock 
8 9 10 Investment management: 
· Risk management: VAR

· Immunization, hedging
· Derivatives market

Financial engineering (SWAPS etc.)

Assets securitization
(Financial analysts’ conflicts of interest)
Final exam

The final 2 hour exam counts for 100% of the final mark. 

This is a new course, so there is no exam paper posted online. Typical exam questions will be solved during the classes to prepare the final exam.

Online resources

The lectures slides will be posted on moodle. 

To enrol, search for “MN50412 Investment Banking”.

The enrolment key is “IB50412”.
Readings 
Andrade (2001), “New evidence and perspectives and mergers”, Journal of economic perspectives

Bhattacharyya and Nanda (2000), “Client discretion, switching costs, and financial innovation”, Review of financial studies

Corwin and Schultz (2005), “The role of IPO underwriting syndicates: pricing, information production, and underwriter competition”, Journal of Finance

Chen and Ritter (2000), “The seven percent solution”, Journal of Finance

Dreman and Berry (1995), “Analysts forecasting errors and their implications for security analysis”, Financial analysts journal

Dunbar (2000) “Factors affecting investment banks IPO market share”, Journal of Financial Economics
Fang (2005), “Investment bank reputation and the price and quality of underwriting services”

Gande, Puri and Saunders (1997), “Bank underwriting of debt securities: modern evidence”, Journal of financial economics
Gomes and Philips (2005), “Why do firms issue public and private securities”, NBER WP11294

Hansen (2001), “Do investment banks compete in IPOs?: the advent of the 7% plus contract”, Journal of financial economics

Hansen and Khanna (1994), “Why negociation with a single syndicate may be preferred to making syndicate compete: The problem of trapped bidders,” Journal of Business

Hsu, D. (2004), “What do entrepreneurs pay for venture capital affiliation”, Journal of Finance
Kaplan (2006), “Mergers and acquisitions: A financial economics perspective”, working paper

Kaplan, S. and Schoar, A. (2005), “Private equity performance: returns, persistence, and capital flows”, Journal of Finance

Kim, Palia and Saunders (2003), “The long-run behavior of debt and equity underwriting spreads”

Krigman, Shaw, and Womack (2001), “Why do firms switch underwriters”, Journal of Financial Economics

Lin, and McNichols (1998), “Underwriting relationships, analysts’ earnings forecasts and investment recommendations”, Journal of Accounting and Economics

Moeller, Schlingemann and Stulz (2005), “Wealth destruction of a massive scale? A study of acquiring-firm returns in the recent mergers wave”, Journal of finance

Phalippou and Gottschalg (2006), “The performance of private equity funds”, working paper

Puri (1996), “Commercial banks in investment banking. Conflict of interest of certification role?” Journal of Financial Economics

Ritter (1991), “The long-run of IPO”, Journal of Finance
Ritter (2007), “Some facts about the 2006 IPO market”, working paper
Schenone (2004), “The effect of banking relationships on the firm’s IPO underpricing”, Journal of Finance

Related textbooks

“Financial market analysis”, by David Blake
“Investments, spot and derivatives markets”, by Keith Cuthberston and Dirk Nitzsche
“Value at risk”, by Philippe Jorion

“Mergers, Acquisitions, and Other Restructuring Activities” by Donald DePamphilis
“The business of investment banking”, by Thomas Liaw

Other useful resources
http://bear.cba.ufl.edu/ritter/ipodata.htm
http://www.thomson.com/content/financial/brand_overviews/League_Tables

How to prepare readings

When reading an article in a scientific journal it is always reasonable to start with the abstract. This gives you a brief overview of the issues investigated and a rough sketch of the results. 

The next part to read is the introduction. Here the problem is investigated in more details and the results are often presented in more details.

Then you should read the conclusions to get a brief summary of the results and some problems found in the investigation.

After you have read these parts, you should have a good understanding of the issues and results. Now you can start the main body of the article.

For the course it is not necessary to understand every detailed aspect of the investigations. Especially for the empirical papers, it is of no interest to look at how data are collected or which econometric techniques have been used. 

For those papers with a theoretical part, the model has not to be understood fully, it is the idea behind the model and the results of the analysis of this model that is important. 

In both cases, you should pay greater attention to those parts that explain and interpret the results and give the intuition. Here the results already mentioned in the introduction and conclusion show you the most important aspects to concentrate on. 

Developing a technique for reading such articles is a learning process and you will see how it improves over the course. 

