Researching factors of companies’ investment attractiveness and their correlation with various aspects of corporate governance practice 

especially during current global financial crisis.

The overall objective of this study is to analyze factors of companies’ investment attractiveness and their correlation with various aspects of corporate governance. The main stress in the study is put on the current global financial crisis and his influence on process of decision-making about investments, in particularly influence on importance of good quality of corporate governance for investments. According to overall objective of study it is possible to determine main tasks:

· To study the aspects of corporate governance and existing standards and rules which based on generalization of the experience in corporate governance

· To study the corporate governance national rating scale, her procedure and meaning of her estimations

· To analyze trading volume of some issuers and to research the correlation between this volume and issuer’s estimation 

· To make conclusions 
Due to the process of globalization of the world economy, great number of investors search for the most profitable spheres and objects of applying their capital beyond the national frontier. They come to other countries and leave them as soon as the business sphere faces problems. Provided that more and more companies are needed in additional financing, the competition for investor’s resources became more intense. As a result, appeared new standards that which are appreciated and recognized by investors from different countries, which potential borrowers should adhere. It is so called standards of best practices or quality of corporate governance. Research findings based on observations of investor behaviour in different countries (such as Brazil, Germany, Korea, China and USA) point to the fact that they care about corporate governance. “In the long run investors value good corporate governance and are willing to pay a premium for it”
. 

Thus, strong corporate governance is an important advantage in attracting investments. And if the company wants to attract additional funding or take a loan from investors, it should have strong corporate culture and effective corporate governance apart from other economic ratios, which reveal it effectiveness, stability and prospects of growth.

Nowadays, it’s not so obvious. The global economy is suffered from global financing crisis. The real economy is facing one of its toughest periods on record, with the International Monetary Fund (IMF) predicting that advanced economies will contract for the first time in 60 years, causing the enormous number of unemployed and pushing more than 100 million people into poverty, collapsing asset values. Furthermore, the crisis is producing unprecedented costs and debts for governments which will be felt for decades to come. Around the world stock markets have fallen, large financial institutions have collapsed or been bought out. Under these conditions, it is hard not only to invest money but also to attract investments. It’s hard to invest in companies because of uncertainty of future growth prospects, her revenues and position. Moreover it’s difficult to estimate the trustworthiness of information about current situation of company, because all changes very fast, to estimate the probability of bankruptcy. So investors reluctantly make decisions about their investment, choose rather to wait or simply wait until end of crisis. That’s why it’s hard to attract investment. The crisis of confidence and reluctance of investors to take on much risk contributed to significant reduction of investments. But this reduction doesn’t mean that there are not any investments. Investors became more cautious and middling cut down their investment spending, but some operations are still carried out.

 So in this paper I would like to analyze late changes and recognize their causes. Which companies became more attractive for investments? What influence on decision about investment in particular company? Does the quality of corporate governance matter for decision-making as before? Is the importance of good corporate governance changing during current global crisis? Answers on these questions I’ll give you in my study. But now it would be rational to propose that under current financial crisis the importance of good quality of corporate governance for process of decision-making will increase. I’ll try to check this hypothesis, using next source of information and articles:

· Grant Kirkpatrick “The corporate governance lessons from the financial crisis” ISSN 1995-2864, Vol. 2009/1, OECD 2009

· OECD principles of Corporate Governance, 2004
· http://web.ebscohost.com/ehost/pdf?vid=2&hid=120&sid=2a873e75-b6ac-4c29-b9fa-2166e108c482%40sessionmgr104
· http://www.rid.ru/rating/information
· http://www.rid.ru/rating/results/
· http://www.c-culture.ru/go/10
· http://www.standardandpoors.ru/page.php?path=compgovlist
· http://stock.rbc.ru/demo/rts.1/intraday/eod.rus.shtml
· http://web.ebscohost.com/ehost/pdf?vid=2&hid=120&sid=2a873e75-b6ac-4c29-b9fa-2166e108c482%40sessionmgr104
· http://www.corp-gov.ru/bd/index.php3?base_id=3

Main Part
Principles of Corporate Governance.

In this paper I concentrate on the principles of corporate governance. According to the OECD, corporate governance is the system by means of which companies are managed and controlled. It aims to provide the operating efficiency of the company by managing its assets, pursuing the balance of interests of all parties and to envisage settlement of potential conflict.

 Standards and rules of corporate governance are based on generalization of the experience in corporate governance of the member countries of the Organization for Economic Cooperation and Development (OECD) and were endorsed in 1999 as the “OECD Principles of Corporate Governance”. “These principles have become a code of the so called standards of best practices including those for developing countries and the countries with transition economy that seek to attract investments. In order to meet these standards Russia undertook certain steps. Along with the improvement of corporate legislation and related normative acts the Federal Commission for the Securities Market (FCSM) adopted the “Corporate Code of Conduct” that was recommended by the Government of the Russian Federation for Russia’s companies to follow when developing corporate governance framework. The code is based on basic principles of the OECD”
. The “OECD Principles of Corporate Governance” include:
1. The corporate governance framework should promote transparent and efficient markets, be consistent with the rule of law and clearly articulate the division of responsibilities among different supervisory, regulatory and enforcement authorities. 

2. The corporate governance framework should protect and facilitate the exercise of shareholder’s rights 
3. The corporate governance framework should ensure the equitable treatment of all shareholders, including minority and foreign shareholders. All shareholders should have the opportunity to obtain effective redress for violation of their rights.
4. The corporate governance framework should recognise the rights of stakeholders established by law or through mutual agreements and encourage active co-operation between corporations and stakeholders in creating wealth, jobs, and the sustainability of financially sound enterprises.
5. The corporate governance framework should ensure that timely and accurate disclosure is made on all material matters regarding the corporation, including the financial situation, performance, ownership, and governance of the company
6. The corporate governance framework should ensure the strategic guidance of the company, the effective monitoring of management by the board, and the board’s accountability to the company and the shareholders.
Companies must have good corporate governance to attract foreign investments but many Russian firms have governance practices that leave much to be desired.
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