Program

Eighteenth
Annual Conference
of the
Western
‘ Finance Association

Queensway Bay Hilton
Long Beach, California

June 15-18, 1983



NEW IN 1983 FROM

IMAacC

The Theory of Business Finance:
A Book of Readings, Third Edition

STEPHEN H. ARCHER, Williamette University, and CHARLES A. D’AMBROSIO, University
of Washington

i] 656 pp paperback

A classic collection of landmark papers and articles on all fields of finance, including
major Miller and Modigliani articles.

Financial Markets and Institutions
ROBERT D. AUERBACH, American University
575pp. With: Instructor’s Manual

A practical, insider’s perspective on-the operation and analysis of markets and
institutions.

Public Finance and the Price System

Second Edition

EDGAR K. BROWNING, University of Virginia, and JACQUELENE M. BROWNING, Sweet
Briar College

544 pp.

An excellent treatment of expenditure side issues with new expanded coverage of the
taxation side.

Money, Banking, and the Economy
Fifth Edition

JOHN A. COCHRAN, Arizona State University

684 pp. With: Instructor’s Manual

An informative and readable introduction to money and banking with an integrated
discussion of theory, institutions, and policy.

Investment Management: meory and pplication
SARKIS J. KHOURY, University of Notre Dame
G672 pp. With. Instructors Manual

Beginning with a strong grounding in investment theory. this text covers standard stocks
and commodities with expanded coverage of futures markets and foreign investments.

Commercial Bank Financial Management
JOSEPH E SINKEY JR., University of Georgia
| 695 pp. With: Instructors Manual

The first text to apply the tools of modern financial management to the study of
banking—focusing on decision-making and rich in institutional detail.

For more information, call our new toll-free number, 1-800-223-3215. Or write:

MACMILLAN PUBLISHING CO., INC.
COLLEGE MARKETING
866 THIRD AVENUE, NEW YORK, N.Y. 10022




Some sound advice:

Turn fo Harper & Row
for solid finance texis.

Superior pedagogy in a contemporary Jormat—

Gitman
PRINCIPLES OF MANAGERIAL
FINANCE

Third Edition

This is one of the few introductory texts available that fully incorporates the
Economic Recovery Act of 1981. Structured around the corporate balance
sheet, the new third edition of this extremelv successful text maintains its
extraordinary use of examples and equal attention to both long- and short-
term financing. Substantial structural changes (earlier introduction of risk,
return, and valuation) and the addition of important new topics make this
edition completely up to date and more valuable than ever 800 pages. Instruc-
tor’s Manual & Test Bank. Transparency Masters. Study Guide.

The most extensive coverage available—

Herbst
CAPITAL BUDGETING

Theory, Quantitative Methods, and Applications

This in-depth introduction has students learn fundamental concepts before
dealing with the complicating factors associated with risk. Offering much
broader topic coverage than any other available text, it features extensive
treatment of the MAPI method, mixed cash flow, leverage leases, and more.
398 pages. Instructor’s Manual.

The bestselling introduction to sound investment—

Gitman & Joehnk

FUNDAMENTALS OF INVESTING

Emphasizing the advantages of portfolio diversification, this discussion covers
all popular investment vehicles—what they are, how they can be used, their
risk and return characteristics, and how they fit into the investment portfolio.
704 pages. Instructor’s Manual.

Gives your students the knowledge and the tools—

Christy & Roden

F[NAN CE Environment and Decisions, Third Edition

Offering a wide-ranging, yet cohesive introduction to the entire area of fi-
nance, this text gives students both a working knowledge of todays often
volatile economic environment and a familiarity with the decision-making
tools available in large corporations and small businesses. Now provides in-
depth coverage of financial markets and institutions, business finance, and
money and banking, while placing a greater emphasis on planning, control,
and decision models. 445 pages. Instructor’s Manual. ’

A unique, practical approach to managerial finance—

Kryzanowski, Gandhi, &

Gitman
PRINCIPLES OF MANAGERIAL
FINAN CE Canadian Edition

This major new text uses the corporate balance sheet as a unifying theme to
build an understanding of financial variables and their consequences. A
wealth of examples support the definition and description of the concepts,
tools, and techniques of financial management in a Canadian setting. Exten-
sive coverage of current issues is supported by 400 class-tested problems.
899 pages. Study Guide. Instructor’s Manual.

To request examination copies, write to Suite 3D, Harper & Row,
10 East 52d St., New York, N.Y. 10022, Please include course title, enroll-
ment, and present text,

%lz— ‘Haypey &‘Row —




1983 UPDATE

FINANCE TEXTS FROM WEST PUBLISHING

| PERSONAL FINANCE TODAY, Second Edition

Roger LeRoy Miller, University of Miami

§ Fred B. Power, University of South Florida

Richard L. Meyer, University of South Florida

d Integrates theory with practical applications (e.g. How to Shop for
Insurance) to help students make judicious decisions concerning their

personal finances. Includes the latest material on NOW accounts and

IRA’s. Financial information is updated through December, 1982.

; " January 1983/540 pp.(t)/Hardcover/Instructor’s Manual/Study Guide

§ CONTEMPORARY FINANCIAL MANAGEMENT

i1 R. Charles Moyer, Texas Tech University

James R. McGuigan, Wayne State University

| William J. Kretlow, University of Houston

§ Organized around the valuation objective. Emphasizes the prin-
“ciples of risk-return tradeoffs without necessitating full develop-

! ment of the Capital Asset Pricing Model. Includes material on

| working capital management, inflation, investment topics, public

Lo §] and non-profit organizations, international finance, and cash flow
1 estimation.

1981/649 pp./Hardcover/Instructor's Manual/Study Guide

1 CASES IN FINANCIAL MANAGEMENT,
Second Edition

_ | Vincent P. Apilado, et al, University of Texas,

| Arlington

# Contains 42 cases reflecting current financial practice, new
legislation, and provocative issues for the 80’s.

3 1982/234 pp./Softcover/Instructor’s Manual

| CASESIN INVESTMENTS

| Edward A. Moses, University of Central
! Florida

Contains 38 cases that relate investment theory

il to real-world situations.

] 1982/259 pp./Softcover/Instructor’'s Manual

{ Request your examination copy today!
| CALL TOLL-FREE 1-800-328-9424 or write
Renee Grevious, College Division,

. WEST PUBLISHING CO.
50 W. Kellogg Blvd.

P.0O. Box 3526
: St. Paul, MN 55165

Western Finance Association

. a professional society administered in the western part of the
United States and Canada for academicians and practitioners W|thla
scholarly interest in the development and application of theory in
finance.

lts purposes are (1) to serve as a focal point for commumcanon
among members, (2) to improve teaching and scho[arshlp, and_(3) to
provide for the dissemination of information, including the holding of
meetings and the support of publications.

Membership in the Association is open to individuals from bqth the
academic and professional community ($20 per yea}r) a_nd to institu-
tions ($100 per year) who have an interest in furthering its purposes.
Membership includes a subscription to the Journal of Financial
and Quantitative Analysis, which is published by the Qraduat'e
School of Business Administration at the University of Washmgton in
conjunction with the Western Finance Association. For libraries and
non-member institutions subscription rates are $30 per year. All
rates outside the United States and Canada are $5 higher.

Correspondence regarding membership and subscription should be
addressed to:

Subscription Manager, JFQA
University of Washington, DJ-10
Seattle, Washington 98195

Checks are payable to the JFQA. Correspondence regarding other
aspects of the Association should be addressed to:

Professor D. Stuart Bancroft
Secretary-Treasurer, WFA
School of Business Administration
Pacific Lutheran University
Tacoma, Washington 98447
(206) 531-6900 (ext. 251)

A call for Papers and Participants for the 1984 Confe,ren'ce of the
Western Finance Association appears on the program's final page.




Registration Information

All meetings will be held at the Queensway Bay Hilton. Use the
enclosed reservation card to obtain convention rates and mail to:

Queensway Bay Hilton
700 Queensway Drive
Long Beach, CA 90801

On-site registration will be located in the foyer during the conference
beginning at 4:00 p.m., Wednesday, June 15.

Pre-Registration

Pre-registration is urged and the enclosed form is to be used. Mail to:

Western Finance Association
School of Business and Economics
California State University
Los Angeles, CA 90032
(213) 224-2727

Registration. .. ... ... .. . ... .. .. $25.00

Annual meeting, luncheon

and Distinguished Speaker $10.00
Total . ... ... ... $35.00

Make checks payable in U.S. funds only to the Western Finance
Association.

Western Finance Association

Officers and Executive Committee—1982-1983

President Edward A. Dyl, University of Wyoming
President-Elect Nils H. Hakansson, University of California-Berkeley
Vice President Seha M. Tinic, University of Alberta
Secretary-Treasurer D. Stuart Bancroft, Pacific Lutheran University
Directors and Maclyn L. Clouse, University of Denver

Other Members Bradford Cornell, University of California-Los Angeles
Robert C. Higgins, University of Washington
Larry J. Merville, University of Texas-Dallas
Eduardo S. Schwartz, University of British Columbia
James C. Van Horne, Stanford University

Institutional Members and Corporate Sponsors

Leland O'Brien Rubinstein Associates
University of Calgary, Faculty of Business
University of California-Los Angeles

Study Center for Finance and Business Economics
University of Southern California

Graduate School of Business Administration
University of Utah, Department of Finance

Presidents of the Western Finance Association 1965-83

1965-66  Kenneth L. Trefftzs University of Southen California
1966-67  Edward Reed University of Oregon

1967-68  Robert Carr Fresno State College

196869  Burton Kolb University of Colorado

1969-70  Lester Strickler Qregon State University

1970-71 Harold Stevenson Arizona State University
1971-72  W. Scott Bauman University of Oregon

1972-73  David Eiteman University of California-Los Angeles
1973-74  James Wert University of Arizona

1974-75  George Kaufman University of Oregon

1975-76  John Herzog Simon Fraser University
1976-77  A. Blaine Hunisman University of Utah

1977-78  David Pyle University of California-Berkeley
1978-79  Guilford C. Babcock University of Southern California
1979-80  Donald E. Farrar University of Utah

1980-81 Charles A. D'Ambrosio  University of Washington
1981-82 James C. Van Horne Stanford University

1982-83  Edward A. Dyt University of Wyoming




1983 Program Committee

Chair

Local
Arrangements

Program
Advertising
Host Institution
Registration

Nils H. Hakansson

Gordon J. Alexander, University of Minnesota

Guilford C. Babcock, University of Southern California

Vijay S. Bawa, University of Texas-Austin

Sudipto Bhattacharya, Stanford University

Gerald O. Bierwag, University of Arizona

Douglas T. Breeden, Stanford University

Richard P. Castanias, University of Washington

Bradford Cornell, University of California-Los Angeles

Dennis W. Draper, University of Southern California

David Emanuel, University of Texas-Dallas

George N. Engler, California State University-Los Angeles

Russell J. Fuller, Washington State University

Robert Geske, University of California-Los Angeles

Michael R. Gibbons, Stanford University

David W. Glenn, University of Utah and Federal Savings and
Loan Insurance Corporation

Robert R. Grauer, Simon Fraser University

Charles W. Haley, University of Washington

Robert Heinkel, University of British Columbia

James W. Hoag, University of California-Berkeley

Michael H. Hopewell, University of Oregon

Michael D. Joehnk, Arizona State University

George G. Kaufman, Loyola University of Chicago

Alan Kraus, University of British Columbia

Ronald C. Lease, University of Utah

Robert Litzenberger, Stanford University

James D. MacBeth, University of Texas-Dallas

William J. Marshall, University of Michigan

R. Richardson Pettit, University of Houston

David H. Pyle, University of California-Berkeley

Richard Roli, University of California-Los Angeles

Michael S. Rozeff, University of lowa

Mark Rubinstein, University of California-Berkeley

Eduardo S. Schwartz, University of British Columbia

Alan C. Shapiro, University of Southern California

Gordon Sick, University of Alberta

Jeffrey L. Skelton, University of California-Berkeley

Eric H. Sorensen, University of Arizona

Hans R. Stoll, Vanderbilt University

Seha M. Tinic, University of Alberta

Joseph D. Vinso, University of Southern California

George N. Engler and Ben Trykowski, California State
University-Los Angeles

Michae! D. Joehnk, Arizona State University
California State University-Los Angeles

The registration desk will be open:
Wednesday, June 15 - 4:00 p.m. to 8:00 p.m.

Thursday, June 16 - 8:00 a.m. to 5:00 p.m.
Friday, June 17 - 8:00 a.m. to 12:30 p.m.

Program Summary

WEDNESDAY, JUNE 15

4:00 - 8:.00 p.m.  Registration
6:00 - 8:.00 p.m. No-host cocktails

THURSDAY, JUNE 16
8:30 - 10:20 a.m. ¢ Mergers
¢ Value of the Firm
¢ Banking |
e Signalling |
10:30 - 12:20 p.m. e Price-Volume Studies
¢ |ssues in Corporate Finance
* interest Rates
 Pricing Theory |
2:00 - 3:50 p.m. e Empirical Studies in Financial Economics
¢ Capital Structure
® Banking Il
¢ Options |
4:00 - 6:00 pm. = WFA Executive Committee and Board of Directors Meeting
6:00 - 8:00 p.m.  ® No-host cocktails

FRIDAY, JUNE 17

8:30 - 9:40 a.m. e Information and Prices
* Incentives and Risk Sharing
8:30 - 10:20 a.m. e Non-U.S. Stock Markets
e Consumption-Based CAPMS
9:50 - 11:00 a.m. e Invited Session— Innovations in
Investment Management
¢ Real Estate
10:30 - 12:20 p.m. * Size Effects
e Options It
11:10 - 12:20 p.m. & Market Microstructure
* Investment Banking
12:30 - 2.20 p.m. * Annual Meeting and Luncheon
Distinguished Speaker: Myron S. Scholes, University of
Chicago and Stanford University
2:30-4:20 p.m. e Dividends
¢ Information in Corporate Finance
e Security Pricing
® Pricing Theory 1)

SATURDAY, JUNE 18
9:00 - 10:50 a.m. e Stock Returns
¢ Corporate Investment Theory
e Futures
¢ Signalling Ii




Eighteenth Annual Conference

WESTERN FINANCE ASSOCIATION
LONG BEACH, CALIFORNIA
JUNE 15-18, 1983

President: Edward A. Dyl
President-Elect and Program Chair: Nils H. Hakansson

WEDNESDAY, JUNE 15 )
4:00 - 8:00 p.m. Registration
6:00 - 8:.00 p.m. No-host cocktails

THURSDAY, JUNE 16
8:30-10:20 am. MERGERS - Salon A
Chair:  Bradford Cornell, University of California-Los Angeles

*“An Empirical Test of the Redistribution Effect in Pure
Exchange Mergers,” Carol Eger, Stanford University
“Valuing Corporate Securities: Some Effects of Mergers
By Exchange Offers,” Kuldeep Shastri, University of Pittsburgh
“Acquisition Circumstances and the Prices of Controll-
ing Shares of Small Firms,” Larry G. Meeker, Federal
Reserve Bank of Kansas City, and O. Maurice Joy, University
of Kansas

Discussants:  Ronald Masulis, University of California-Los Angeles
Terence Langetieg, University of Southern California
Mark Grinblatt, University of California-Los Angeles

* Trefftzs Award Winner

VALUE OF THE FIRM - Saion B
Chair.  Joseph Vinso, University of Southern Calitornia

“The Impact of Preferred-for-Common Exchange Ofters
on Firm Value,” Ronald C. Lease, University of Utah, and J.
Michael Pinegar, University of lowa
“Unanticipated Inflation, Real Assets, and the Value of
the Firm,” Victor L. Bernard, University of Michigan
“The Role of Cash Balances in Firm Valuation,” James R.
Morris, University of Colorado

Discussants:  Mark Weinstein, University of Southern California
Michael Gibbons, Stanford University
Thomas Copeland, University of California-Los Angeles

Chair:

Discussants:

Chair:

Discussants:

10:30-12:20 p.m.
Chair;

Discussants:

BANKING | - Salon C

Jeffrey Skelton, University of California-Berkeley

“Use of Single Factor Duration Models for Nondefault-
Free Bonds,” George G. Kaufman, Loyola University; Gerald
Bierwag, University of Arizona; and Alden Toevs, University
of Oregon

“Market Evidence on the Effective Maturity of Bank Assets
and Liabllities,” Mark J. Flannery, University of Pennsylvania,
and Christopher James, University of Oregon

“Some Empirical Findings with German Banks,” Her-
mann Goppl, Universitat Karlsruhe

Robert Fuhrman, BARRA, Berkeley

Stephen Figlewski, New York University and University of
California-Berkeley

Roy Henriksson, University of California-Berkeley

SIGNALLING | - Saion D

Gregory Hawkins, University of California-Berkeley

“Credit Reputation Equillbrium and the Theory of Credit
Markets,” Chester Spatt, Carnegie-Mellon University

“A Theory of Credibility: The Use of Apparently Costless
Signals to Convey Information,” Robert Heinkel, University
of British Columbia

“Assymetry of Information, Incentives and Optimal Pro-
curement Contracts for the Regulated Firm,” Anthony
Saunders and Kose John, New York University

Stuart Greenbaum, Northwestern University

Richard Castanias, University of Washington

Richard Edelman, Comsat

PRICE-VOLUME STUDIES - Salon A

Stephen Penman, University of California-Berkeley

“A Theoretical and Empirical Analysis of the Distribution
of Speculative Prices and of the Relation Between Ab-
solute Price Change and Volume,” Lawrence Harris,
University of Southern California

“The Stock Price-Volume Relationship: A Test of Infor-
mation Arrival Models,” laura T. Starks, Washington
University; Mark Moran, Case Western Reserve University;
and Michael Smirlock, University of Pennsylvania
“Technical Indicators, Macroeconomic Variables and
Market Timing: A Test of the Abiiity to Predict Stock
Returns,” David M. Modest, Columbia University

Stephen Brown, Bell Laboratories-Murray Hill

Don Friedman, University of California-Los Angeles

Carol Eger, Stanford University

1
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Chair:

Discussants:

Chair:

Discussants:

Chair:

Discussants:

2:00 - 3:50 p.m.
Chair:

ISSUES IN CORPORATE FINANCE - Salon B

Michael Joehnk, Arizona State University

‘“Evidence of the Market Value of Me-First Rules,” Greg-
gory Brauer, University of lowa

“A Simpified Model for Estimating the Cost of Equity for
Growth Firms,” Russell J. Fuller and Chi-Cheng Hsia,
Washington State University

“An Analysis of the Impact of Regulatory Change: The
Case of Natural Gas Deregulation,” Andrew H. Chen and
Gary C. Sanger, Ohio State University

William Boyce, Bell Laboratories-Murray Hill

Chris Muscarella, University of Utah

Richard Stolz, Arizona State University

INTEREST RATES - Salon C

Stephen Nadauld, Brigham Young University

“Risk, Segmentation and the Municipal Term Structure,”
Charles Trzcinka, State University of New York

“The Fisher Equation Under Uncertainty,” Lee Wakeman,
University of Rochester, and Sanjai Bhagat, University of
Utah

‘“‘Real Interest Rate Parity, The Fisher Effect and Finan-
cial Market Efficiency,” John Merrick and Anthony
Saunders, New York University

Jeffrey Skelton, University of California-Berkeley

Ehud Ronn, University of California-Berkeley

Hal Heaton, Brigham Young University

PRICING THEORY I - Salon D

George Constantinides, University of Chicago

“Ross’s Arbitrage Pricing Theory (APT): A Simple
Rigorous Derivation,” Philip H. Dybvig, Yale University

“A Unified Beta Pricing Theory,” Gregory Connor, North-
western University

“Factor Pricing in a Finite Economy,” Sheridan Titman
and Mark Grinblatt, University of California-Los Angeles
Nai-Fu Chen, University of Chicago

Jay Shanken, University of California-Berkeley

George Constantinides, University of Chicago

EMPIRICAL STUDIES IN FINANCIAL ECONOMICS - Salon A
Michael Gibbons, Stanford University

“An Emplrical Investigation of the Capital Asset Pricing
Model,” Jay Shanken, University of California-Berkeley
“‘Open-Ending’ Closed-End Funds: Evidence of Efficlen-
cy In Pricing Closed-End Fund Shares,” Greggory Brauer,
University of lowa

Discussants:

Chair:

Discussants:

Chair:

Discussants:

Chair:

“Does the Stock Market Adjust to Errors in Economic
Forecasts?,” Jerome B. Baesel, University of California-
irvine, and Edward O. Thorp, Oakley-Sutton Management
Corp.

Robert Stambaugh, University of Pennsylvania

Wayne Ferson, University of Pennsylvania

Paul Pfleiderer, Stanford University

CAPITAL STRUCTURE - Salon B

Ronald Singer, University of Houston

“Taxes, Caplital Structure, and the Bondholder
Clienteles,” Sang Park and Joseph Williams, New York
University »
“Determinants of Capital Structure: An Empirical
Analysis,” Sheridan Titman, University of California-Los
Angeles, and Roberto Wessels, Erasmus University, Rotter-
dam

“Effects of Regulation on Utility Financing: Theory and
Evidence,” Robert A. Taggart, Northwestern University and
Harvard University

Roy Henriksson, University of California-Berkeley

E. Han Kim, University of Michigan

James Bicksler, Rutgers University and McGill University

BANKING I - Salon C-

Ronald Masulis, University of California-Los Angeles

“Fixed Rate Loan Commitments, Takedown Risk and the
Dynamics of Hedging,”Anthony Saunders and Thomas Ho,
New York University

“Optimal Takedowns Under Adaptive Loan Commitment
Pricing,” Stuart Greenbaum, Northwestern University, and
ltzhak Venezia, Hebrew University

“Bank Reserve Adjustment Process and the Use of
Reserve Carryover as a Reserve Management Tool—A
Microeconometric Approach,” Vefa Tarhan, Loyola Univer-
sity, and Paul A. Spindt, Board of Governors of the Federal
Reserve System

Anjan Thakor, Indiana University

Lemma Senbet, University of Wisconsin

Peter Lioyd-Davies, Board of Governors of the Federal Reserve
System

OPTIONS | -Salon D

Terence Langetieg, University of Southern California
“Over the Counter Options Market Dividend Protection
and ‘Blases’ in the Black-Scholes Model,” Robert Geske
and Richard Roll, University of California-Los Angeles; and
Kuldeep Shastri, University of Pittsburgh

13




Discussants:

4:00 - 6:00 p.m.

6:00 - 8:00 p.m.

“The Value of Sam: An Option Pricing Model Approach,”
Dorothy E. Koehl, University of Puget Sound

“Bond Pricing Dynamics and Optlons,” Clifford A. Ball and
Walter N. Torous, University of Michigan

David Emanuel, University of Texas-Dallas

Dennis Copozza, University of British Columbia

Georges Courtadon, New York University

WFA Executive Committee and Board of Directors
Meeting n
No-host cocktails

PR

FRIDAY, JUNE 17

8:30 - 9:40 a.m.
Chair:

Discussants:

Chair:

Discussants:

8:30 - 10:20 a.m.

14

Chair:

INFORMATION AND PRICES - Salon A

Maclyn Clouse, University of Denver

“Information, Stock Market Returns, and the Business
Cycle,” W.A. Kracaw, Purdue University, and Roger Huang,
University of Florida

“On the Relation Between Speed of Stock Price Adjust-
ment to Information Release and the Amount of Informa-
tion,” Robert Jennings, Indiana University, and Laura T. Starks,
Washington University

Greggory Brauer, University of lowa

James Schallheim, University of Utah

INCENTIVES AND RISK SHARING - Salon B

Philip Dybvig, Yale University

“The Economics of Reinsurance,” George Blazenko,
University of British Columbia

“Risk Sharing and Valuation with Moral Hazard,” Patricia
Hughes, University of British Columbia

Richard Green, Carnegie-Mellon University

Chester Spatt, Carnegie-Mellon University

NON-U.S. STOCK MARKETS - Salon C ﬂ

Alan Shapiro, University of Southern California

“Stock Return Seasonalities and the ‘Tax-Loss Selling’
Hypothesis: Analysis of the Arguments and Australian
Evidence,” Allan W. Kileidon, Stanford University; Philip
Brown, University of Western Australia; Donald Keim, Universi-
ty of Pennsylvania; and Terry Marsh, Massachusetts Institute
of Technology

Discussants:

Chair;

Discussants:

9:50 - 11:00 a.m.

Chair:

Discussants:

Chair:

Discussants:

“Market Disequilibrium, Thin Trading and Market Model
Estimation: A Study of the Vienna Stock Market,” R.S.
Woodward, University of Calgary, and J. Matatko,University of
Exeter

“The Tokyo Stock Exchange: An Analysis of Stock Market
Prices,” T. Craig Tapley and Richard H. Pettway, University of
Florida

Marc Reinganum, University of Southern California

Richard Castanias, University of Washington

James Bodurtha, Ohio State University

CONSUMPTION-BASED CAPMS - Saion D

Ehud Ronn, University of California-Berkeley

“Commodity Bonds and Consumption Risks,” Maureen
O’'Hara, Cornelf University

“Equity Security Portfolios as Hedges Against Unan-
ticipated Changes in Consumer Prices,” Victor L. Bernard,
University of Michigan

“Expectations of Real Interest Rates and Aggregate Con-
sumption: Synthesis and Tests,” Wayne E. Ferson, Universi-
ty of Pennsylvania

Suresh Sundaresan, Columbia University

Bradford Cornell, University of California-Los Angeles

Gordon Sick, University of Alberta

INVITED SESSION: INNOVATIONS IN INVESTMENT
MANAGEMENT - Saion A

Russell Fuller, Washington State University

“Trading Procedures in a Noisy Market,” Evan Schulman,
Batterymarch Financial Management

“Disciplined Stock Selection,” James Farrell, MPT
Associates

Richard West, Dartmouth Coliege

Richard Roll, University of California-Los Angeles

REAL ESTATE - Salon B

Michael Ames, California State University-Fullerton

“An Economic Analysis of the Due-on-Sale Clause and
Mortgage Prepayment Penalties,” Chester Spatt and Ken-
neth B. Dunn, Carnegie-Mellon University
“Disintermediation in the Real Estate Market: The Case of
Seller Financing,” Raymond Chiang, University of Florida,
and James Ang, Florida State University

Michael Carney, California State Polytechnic University-
Pomona

David Dale-Johnson, University of Southern California

15




10:30 - 12:20 p.m.

Chair:

Discussants:

Chair:

Discussants:

11:10 - 12:20 p.m.
Chair:

Discussants:

Chair:

SIZE EFFECTS - Salon C

William M. Taylor, University of Wisconsin-Madison
“Biases in Computed Returns: An Application to the Size
Effect,” Robert F. Stambaugh and Marshall E. Blume, Univer-
sity of Pennsylvania

“The Relation Between Day of the Week Effects and Size
Related Anomalies,” Donald B. Keim, University of Penn-
sylvania

“Further Evidence on Size Effects and Yield Effects: The
Implications of Stock Return Seasonality,” Donald B.
Keim, University of Pennsylvania

Hans Stoll, Vanderbiit University

Patrick Hess, Ohio State University

Richard Green, Carnegie-Mellon University

OPTIONS 1l - Salon D

David Emanuel, University of Texas-Dallas

“Risk Neutral Valuation of Options When Asset Returns
are Generated by a Binomial Process,” Marti G.
Subrahmanyam, New York University, and R.C. Stapleton,
Manchester Business School

“The American Put Value Analytically,” Robert Geske,
University of California-Los Angeles, and H.E. Johnson, Loui-
siana State University

“Pricing Put Options with Interest Rate Uncertainty,”
Georges Courtadon, New York University

Dev Gandhi, University of Ottawa

Eric Kirzner, University of Waterloo

David Emanuel, University of Texas-Dallas

MARKET MICROSTRUCTURE - Salon A

Thomas Copeland, University of California-Los Angeles
“Bid, Ask and Transaction Prices in a Specialist Market
with Heterogeneously Informed Traders,” Lawrence R.
Glosten, Northwestern University, and Paul R. Milgrom, Yale
University

“The Impact of Market Design on Trading Behavior
Under Transaction Price Uncertainty,” Thomas Ho and
Robert A. Schwartz, New York University; and David K. Whit-
comb, Rutgers University

Dan Galai, Hebrew University and University of California-
Los Angeles

Maureen O’'Hara, Cornell University

INVESTMENT BANKING - Salon B
David Glenn, University of Utah and Federal Savings and
Loan Insurance Corporation, Washington, D.C.

Discussants:

12:30 - 2:20 p.m.

2:30 - 4:20 p.m.
Chair:

Discussants:

Chair:

Discussants:

“The Valuation of Underwriting Agreements with Price
Stabilization Activities,” Anjan V. Thakor, Indiana Universi-
ty; Wayne Lee, University of Santa Clara; and Gautam Vora,
Pennsylvania State University

“Alternative Methods for Floating New Issues: Price Ef-
fects and the Benefits of An Underwritten Offering,” Ar-
tur Raviv and John Parsons, Northwestern University
Charles Cox, Securities and Exchange Commission

Sanjai Bhagat, University of Utah

Annual Meeting and Luncheon

DIVIDENDS - Salon A

Eric Sorensen, University of Arizona

“Wealth Redistribution or Informational Effects: An
Analysis of Returns to the Bondholders and to the
Stockholders Around Dividend Announcements,” Avner
Kalay, New York University, and G. Handjnicolaou, City
University of New York

“The Behavior of Dally Stock Returns Around the Ex-
Dividend Date: A Test of the Tax-Clientele Hypothesis,”
George W. Gallinger, Arizona State University, and Michael
A. Berry, University of Virginia

“On Interpreting Security Returns During the Ex-
Dividend Period,” Kenneth M. Eades, University of
Michigan; Patrick J. Hess, Ohio State University; and E. Han
Kim, University of Michigan .

Gordon Roberts, Dalhousie University

Mark Weinstein, University of Southern California
James Brickley, University of Utah
INFORMATION IN CORPORATE FINANCE - Salon B
Gordon Sick, University of Alberta

“Capital Structure Equilibrium When Agents are Asym-
metrically Informed,” Neal M. Stoughton, University of
British Columbia

“Dividends, Dilution, and Taxes: A Signaliling Equil-
Ibrium,” Kose John and Joseph Williams, New York Universi-
ty

“Necessary and Sufficient Conditions for Achieving
Stockholder Unanimity Over the Production of Informa-
tion,” Brett Trueman, University of California-Los Angeles
Lemma Senbet, University of Wisconsin

Mark Grinblatt, University of California-Los Angeles

Robert Heinkel, University of British Columbia
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Chair:

Discussants:

Chair:

Discussants:

SECURITY PRICING - Salon C

Gerald Bierwag, University of Arizona

“An Examination of Event Dependency and Structural
Change In Security Pricing Models,” Keith C. Brown, San
Diego State University; Larry J. Lockwood, University of
Texas-Arlington; and Scott L. Lummer, Purdue University
“Parameter Estimation of the Compound Events Model
for Security Prices,” Clifford A. Ball and Walter N. Torous,
University of Michigan

“Partially Anticipated Events: A Model of Stock Price
Reactions with an Application to Corporate Acquisi-
tions,” Rex Thompson, University of British Columbia, and
Paul H. Malatesta, University of Washington

Arun Prakash, Florida International University

Dan Dahliwal, University of Arizona

Joseph Vinso, University of Southern California

PRICING THEORY 1l - Saion D

Sudipto Bhattacharya, Stanford University

“On" the Separation of Investment and Consumption
Decisions in Multiperiod Dynamic Models of the Capital
Asset Market,” Ramon Rabinovitch,University of Houston,
and Joel Owen, New York University

“Asset Pricing Compatible with Observed Market Value
Weights: The Theory,” Robert R. Grauer, Simon Fraser
University, and Michael J. Best, University of Waterloo
“Aggregation In Markets with Investment Restrictions,”
James N. Bodurtha, Ohio State University

Paul Pfleiderer, Stanford University

Allan Kleidon, Stanford University

Sudipto Bhattacharya, Stanford University

SATURDAY, JUNE 18

18

9:00 - 10:50 a.m.
Chair:

Discussants:

STOCK RETURNS - Salon A

Richardson Pettit, University of Houston

“Toehold Acquisitions in U.S. Corporations: An Examina-
tion of Stock Returns,” Robert S. Harris and John L. Risk,
University of North Carolina

“Voluntary Liquidations and Stockholder Returns,” E.
Han Kim and John D. Schatzberg, University of Michigan
“An Analysis of the Effect of Interest Rate Changes on
Common Stock Returns,” Christopher James, University of
Oregon, and Mark J. Flannery, University of Pennsylvania
Robert Jennings, Indiana University

Ronald Singer, University of Houston
Richardson Pettit, University of Houston

Chair:

Discussants:

Chair:

Discussants:

Chair:

Discussants:

CORPORATE INVESTMENT THEORY - Salon B

George Engler, California State University-Los Angeles
“Optimal Extraction and Exploration Policies and
Equilibrium Spot and Futures Prices on Nonrenewable
Resources,” Suresh Sundaresan, Columbia University |
“The Effects of Inflation and Taxes on Growth In-
vestments and Replacement Policles,” Menachem Bren-
ner, Hebrew University and New York University, and itzhak
Venezia, Hebrew University

“On the Use of Historical Data to Estimate CAPM
Specified Returns for Use in Capital Budgeting,” Douglas
R. Emery, University of Missouri-Columbia, and D. P. Wiens,
University of Calgary

David Emanuel, University of Texas-Dallas

Ben Trykowski, California State University-Los Angeles
Rama Koundinya, California State University-Los Angeles

FUTURES - Salon C

Dennis Draper, University of Southern California

“Stock Index Figures: Theory and Application in a New
Market,” Stephen Figlewski, New York University and
University of California-Berkeley

“Taxes and the Pricing of Stock Index Futures,” Bradford
Cornell and Kenneth R. French, University of California-Los
Angeles

“The Quality Variation Option Implicit in Futures Con-
tracts,” Gerald D. Gay and Steven Manaster, Georgia State
University

Hans Stoll, Vanderbilt University

Lawrence Harris, University of Southern California

James Hoag, University of California-Berkeley

SIGNALLING Hll - Salon D

Robert Heinkel, University of British Columbia

“Signalling Via Optimal Contracts,” Kose John and Avner
Kalay, New York University

“Costless Signalling in Financial Markets,” Michael J.
Brennan and Alan Kraus, University of British Columbia
“Financial Signalling with Agency Costs,” Kose John and
Joseph Williams, New York University

Sudipto Bhattacharya, Stanford University

Gordon Sick, University of Alberta

Hayne Leland, University of California-Berkeley




Call for Papers and Participants

1984 ANNUAL MEETINGS OF THE WESTERN FINANCE ASSOCIATION
June 20-23, 1984

Members and friends of the Western Finance Association are invited to submit
papers to be considered for presentation at the 1984 Annual Meetings. Papers on
any topic related to financial economics will be considered.

Submission of Papers

Send four copies of the paper to the program chairman no later than November
25, 1983. While we prefer a completed paper, in its absence we will consider a
lengthy and detailed abstract. After the papers are reviewed, the authors will be
notified in January, 1984, of the program comittee’'s decision. Please attach a
separate sheet indicating the author's name(s), affiliation(s), the title of the paper,
and whether you would be willing to serve as a discussant or as a session chairman.
All completed papers received will be considered for publication in the December
issue of the Journal of Financial and Quantitative Analysis.

Other Participants

Individuals willing to serve as session chairmen or as discussants should write
directly to the program chairman indicating their fields of interest.

Trefftzs Award

This announcement is also a call for student papers to be considered for the An-
nual Trefftzs Award.These papers should also be sent to the program chairman, with
a cover letter indicating that they are student papers and should be considered for
the Trefftzs Award.

All papers and communications pertaining to participation in the program shouid
be sent by November 25, 1983 to:

Professor Seha M. Tinic
Program Chairman, WFA
Faculty of Business and Commerce
University of Alberta
Edmonton, Alberta
Canada T6G 2G1
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Addison-Wesley
salutes the Western "
Finance Association -
and its authors from the West! |-

Thomas E. Copeland and J. Fred Weston, both of the )
University of California at Los Angeles —
Financial Theory and Corporate Policy, Second Edition 10291
1983 Available now

S. Kerry Cooper, Donald R. Fraser, and Gene C. —
Uselton, all of Texas A & M University
Money, The Financial System, and Economic POlICy 03994 1983

Available now

.. and Cooper and Fraser again

The Financial Marketplace 00196 1982

David K. Eiteman, University of California at Los
Angeles, and Arthur 1. Stonehill, Oregon State

University
Multinational Business Finance, Third Edition 03824 /982

Seha M. Tinic, University of Alberta, and Richard R. 1

West, Dartmouth College (formerly at the University

of Oregon)

Investing in Securities: An Efficient Markets Approach -
07631 1979 o

Come by the Addison-Wesley booth. White for information
or complimentary copy consideration to; Marketing Manager,
Business & Decision Sciences.

A
vv

Addison-Wesley Publishing Company, Inc.

Reading, Massachusetts 01867




Discover

the World of Finance—

at P-H

SECURITY ANALYSIS AND
PORTFOLIO MANAGEMENT,
Third Edition

Donald E. Fischer, University of
Connecticut; Ronald J. Jordan,
Financial Resources
Management Corporation

Published

MODERN PORTFOLIO
THEORY AND THE CAPITAL
ASSET PRICING MODEL:

A User’s Guide

Diana R. RHarrington, University
of Virginia

Published

INVESTMENT PRINCIPLES,
Second Edition

Timothy E. Johnson, University
of Cincinnati

Published

THE U.S. FINANCIAL
SYSTEM: Money,
Markets and Institutions,
Second Edition

George G. Kaufman,
Loyola University

Published

Prentice-HaII

PERSONAL FINANCIAL
MANAGEMENT:

A Forecasting and
Control Approach

Dennis J. O’Connor and Albert T.
Bueso, both of California State
University at Fullerton

Available Feb. 1983

COMMODITIES TRADING:
Foundations, Analysis
and Operations

Andrew D. Seidel and Philip M.

Ginsberg, both of Llorex Corporation

Available Feb. 1983

For further information. or to order or

reserve examination coples, please write:
Robert Jordan, Dept. J-188. Prentice-Hall,

Inc., Englewood Cliffs. NJ 07632.

For “SUPER-QUICK” Service,
dial TOLL FREE (800) 526-0485"
between 9:00 a.m.-4:30 p.m., EST,
Mon.-Fri.

“not applicable in New Jersey, Alaska, Hawau
or Puerto Rico

- e st it

For Financial Expertise...
Look to Van Horne

FUNDAMENTALS OF FINANCIAL MANAGEMENT, Fifth Edition
James C. Van Horne, Stanford University

Rewritten for a livelier, more understandable presentation, this new edition
of Van Horne's introductory bestseller views theoretical concepts and applies
them to a variety of corporate financial problems. Updated coverage exam-
ines the raising and allocation of funds within a firm and the many facets of
corporate and managerial finance.

A complete introduction, the revisions include new developments in finan-
cial markets, institutions and practices and reftect the Economic Recovery
Tax Act of 1981. Teaching/Learning Aids include numerous guestions, prob-
lems and graphs throughout the text, extensive references and a helpful
teacher's manual and self-study guide. Computerized Testing Service is
available.

Published

FINANCIAL MANAGEMENT AND POLICY, Sixth Edition
James C. Van Horne, Stanford University

This revised bestseller provides a rigorous integration of the theories,
materials and practices utilized in modern financial management. The livelier,
more concise presentation prepares the reader to analytically confront deci-
sions encountered by financial managers.

While retaining the systematic approach of the last edition, the entire text
now includes essential recent information. New material includes the ZERO-
BETA PORTFOLIO, the EFFECT OF PERSONAL TAXES AND INFLATION ON
MARKET EQUILIBRIUM, the EFFECT OF FINANCIAL SIGNALING and two
new chapters dealing with INFLATION AND FINANCIAL MARKET RETURNS
and INTERNATIONAL FINANCIAL MANAGEMENT.

A highly flexible format, references, and the abundance of problems,
graphs and figures prove valuable Teaching/Learning Aids. Transparency
masters and a Solutions Manual are also available.

Published

FINANCIAL MARKET RATES AND FLOWS
James C. Van Horne, Stanford University

A complete overview of the functioning of capital in the economy provides a
basic conceptual understanding of interest rates, interest-rate differentials,
the function of financial markets, market efficiency, and the flow of funds.
Evaluates empirical evidence in relation to the underlying theory and investi-
gates the social allocation of capital in these contemporary times. Numer-
ous references, illustrations and tables promote student understanding.

Prentice-HaII



Excellence in

Finance 1983

Introduction to Financial Management

Third Edition

O. Maurice Joy
University of Kansas

Key Concepts and Problems in Finance: A Student Manual by
Dana J. Johnson, Virginia Polytechnic Institute and State University
Instructor’s Manual with Transparency Masters e Test Bank

Fundamentals of Investment
Management and Strartegy

Stanley B. Block

Texas Christian University

Geoffrey A. Hirt and
Illinois State University
Instructor’s Manual

Readings in Options Pricing

Investment Robert A. Jarrow
Management Cornell University
and
Frank J. Fabozzi Andrew T. Rudd
BARRA

Fordham University

S of Lre

< Examination copies for adoption consideration available on

request. Please indicate course title and text presently used.

« 509,
* 1)

<, > Richard D. Irwin, Inc. Homewoad, iflinois

Presenting . . .
South-Western’s New
And Current

Finance Titles

NEW! PERSONAL FINANCIAL MANAGEMENT by Green and Dince

This new text fills the need for an authoritative, up-to-date text on how
to cope successfully with the increasingly complex nature of managing
one’s own financial resources. For example, the home ownership decision
has been influenced considerably by high taxes, high interest rates, and
high inflation. PERSONAL FINANCIAL MANAGEMENT discusses ways to
compensate for these and covers the many other important financial deci-
sions that consumers face in today’s society. (Stock No. F50)

NEW! INVESTMENT ANALYSIS AND PORTFOLIO SELECTION:

AN INTEGRATED APPROACH, Second Edition, by Phillips and Ritchie
Now in its Second Edition, this text recognizes the need to integrate
modern portfolio theory and fundamental security analysis. Portfolio and
capital market theory is presented in both a realistic and a rigorous fash-
ion. The text is designed for upper-division undergraduate and graduate

MBA courses in investments. (Stock No. F44)

FUNDAMENTALS OF MANAGERIAL FINANCE by Neveu

The ‘‘readability”” and ‘‘teachability’’ of this text clearly set it apart from
other financial management texts. An easy-to-follow, step-by-step format
introduces all new concepts, making even the most challenging theories
easy to understand. The Student Study Guide that supplements the text
further insures that students will grasp all fundamental financial concepts
quickly and easily. (Stock No. F10)

Order Today!
SOUTH-WESTERN PUBLISHING CO.

5101 Madison Road, 355 Conde Street, 11310 Gemini Lane. 925 Spring Road. 855 California Avenue,
Cincinnati, OH 45227  West Chicago, iL 60185  Dallas, TX 75229  Petham Manor. NY 10803  Paio Alte. CA 94304
513-271-8811 312-231-6000 214-241-8541 914-738-3600 415-857-0556




INTRODUCTION TO

FINANCIAL

MANAGEMENT, 3/e

University of Washington

New for 1983—

a bestselling text,
expanded,
revised, and
thoroughly
updated

The key to Schall
& Haley, 3/e: It’s
up-to-date, and
it’s flexible.

B The Economic
Recovery Tax Act of
1981 —inciuding the
1982 revisions—is
described in detaii in the
chapter on taxes and
business organizations,
and well integrated
throughout the book.

B The Capital asset
pricing mode! (CAPM) is

Lawrence D. Schall ang
Charles W. Haley, ot of the

discussed in separate
sections in the chapters
on risk and value, risk
analysis, and capital
budgeting. Some or all of
these sections can be
omitted without loss of
continuity or
understanding.

B The chapter on risk
analysis and capital
budgeting includes new
coverage of risk adjusted
discount rates and
informal methods of risk
analysis that are used in
practice.

H A new, optional
chapter on advanced,
risk-related topics
includes the efficient-
markets hypothesis and
its implications for
corporate finance, the
CAPM, and the term
structure of interest
rates. Each topic is

covered in a self-
contained section and
written at an introductory
level.

M The topical essays are
updated and several new
essays added.

B All problems are new
or revised.

1983, 845 pages.
(0-07-055106-5)
Instructor’'s Manual
(0-07-055108-1)

Study Guide
(0-07-055107-3)

’ r,
i
Hil
COLLEGE DIVISION

McGraw-Hill
Book Company

1221 Avenue of the Americas
New York, N.Y. 10020

MANAGEMENT OF
INVESTMENTS

Jack Clark Francis, ceraw.
Baruch College, City University of New York

This modern theoretical presentation
covers all aspects of investments— even
the advanced topics—in an easy-to-read,
non-mathematical fashion. it starts with
the basic details of stocks, bonds, and
security markets, and proceeds to a rich
verbal description of the types of invest-.
ment risk and how to analyze each.
1983, 669 pages. (0-07-021805-6)
Instructor’s Manual (0-07-021 806-4)

GUIDE TO PORTFOLIO
MANAGEMENT

James L. Farrell, Jr.,
MPT Associates

This book explains how to manage and
how to evaluate the performance of a port-
folio of stocks, bonds, international
equities, and options. Worked-out ex-
amples, problems for salution, and
descriptions of actual applications show
students exactly how techniques can be
applied to improve each phase of portfolio
management.
1983, 303 pages. (0-07-019970-1)

Stop by the McGraw-Hill booth.

INTERNATIONAL

FINANCE: FINANCIAL
MANAGEMENT AND THE
INTERNATIONAL ECONOMY
Maurice Levi, The University of British

Columbia

Using the basics of economics and
finance, this book explains the theory
and practice of international finance. It
takes a managerial perspective, the
perspective of one who needs tc know
how the international environment will
affect the firm.
1983, 460 pages. (0-07-037481-3)
Instructor’s Manual (0-07-037482-1)

INVESTPAK™

A unigue new software package: 25
interactive, ready-to-run computer pro-
grams for solving a wide variety of in-
vestment problems and decisions. They
are simple to use and require no com-
plicated math or programming experi-
ence. The programs are on 5% inch
floppy disks and packaged in 3-ring
binder for the Apple !l Plus, TRS-80,
Model |, or TRS-80, Model Il1. Magnetic
tapes for the mainframe IBM VM/CMS
and DEC-VAX 111780 are also available.

|
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Queensway Bay Hilton

Organization

Arrival Date
Name

Departure Date

Address

City

State Zip

Phone

No. of Persons No. of Rooms
One Double Bed O Two Double Beds O3
Advance Deposit Enclosed $

700 Queensway Dr., Port of I‘Jong Beach,CA
(213) 435-7676

TO SECURE ROOM RESERVATION
One Night’s Room Rental (Check or
Money Order) Must Be Received 30
Days Prior to Arrival.

If room is to be shared, please list names:

Please detach top portion and return with deposit.

Place
stamp
here

Queensway Bay Hilton

P.O. Box 20001

Port of Long Beach, CA 90801
Att.: Reservations Manager



The Queensway Bay Hilton Has been selected as the
Headgquarters for the 1983 Western Finance Association
Meeting over the dates of June 15-18, 19083%.

Rooms have been set aside for you up until 30 days
prior to the Western Finance Association Meeting
dates of June 15-18, 1983 at the special rates of
$60.00 for one person and $73.00 for two persons
plus 6% Long Beach City tax.

Please complete the reverse side of this form and
enclose your deposit of one night's occupancy
BEFORE May 15, 1983, in order to guarantee a
reservation. Reservations received after May 15,
1983% will be filled on a space availability basis.

Is
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WESTERN FINANCE ASSOCIATION

Dear Western Finance Association Member:

The meetings this year will be held at the Queensway Bay
Hilton, an oceanfront hotel in Long Beach, California. Those of
us who have worked on it agree that the program is first rate;
those familiar with the site have assured me that the setting is
pleasant. I hope you will attend,.

The sessions begin on Thursday, June 16, and run through
Saturday morning, June 18. They cover a wide range of topics
and include an invited session on Innovations in Investment
Management. The annual meeting luncheon with a distinguished
speaker will be on Friday.

There will be an opening cocktail party on Wednesday even-
ing, June 15, and a second one on Thursday evening. For the
venturesome, nearby attractions include the Queen Mary, the
Howard Hughes Spruce Goose, and Catalina Island.

I suggest you return the pre-registration card and hotel
reservation form early. The Queensway Bay Hilton is within
half an hour of three airports: Los Angeles International,

Long Beach Airport, and Orange County's John Wayne Airport.
Airport van service is available on a 2Z4-hour basis; the hotel
van will also pick up at the Queen Mary, which can be reached by
bus from LA International.

I look forward to seeing you in Long Beach.

Sincerely,

Nils H. Hakansson
1983 Program Chair
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