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Analytics used to make forecasts only one
 from parameters of the index rather than both:
 time or value. 
Only in this case the forecast 
has chance to become real.

I. Kim
The main problem of this essay is the influence of stakeholders’ decisions on the market price of a company. We define stakeholders as the special interest groups existing inside or out of the company. Stakeholders play an indispensable role in decision-making process of the company. For more detailed analysis of a problem we will regard only internal most powerful special interest groups, namely board of directors and shareholders’ meeting.

This problem is vital for any company since the question company’s price is the question of premium for investor in a bargain. Any business is «the machine for price cultivation» and any decisions of management,  make essential impact on market value of the company. Particular decisions we will discuss hereinafter.
In the essay we will try to answer two basic questions: What decisions of board of directors and general meeting and how, influence the price of  the company? For what type of investors this price is important?

We will regard different points of view on the situation in order to answer these. Firstly, we should take into consideration  the inside interests of the company. For this purpose it is necessary to make a number of the assumptions similar to assumptions of the theory of Miller and Modigliani about "the ideal" market and to analyze influence of various decisions of board of directors in the conditions of absence transactional costs and absolute liquidity. It will allow to understand a situation from the point of view of the company. Secondly, it is necessary to consider influence of the market. How market can ignore  various decisions? Or how the market can completely change decisions made in the company? To understand this we will also make set of assumptions.

Having answered the questions, we will be able to investigate the core problem.  Who is interested in these decisions, and those fluctuations in cost which are created after the announcement of these decisions? What is the interest of minority and majority shareholders?

In a current crisis situation, answers to these questions are especially important in making  administrative and financial decisions based on information about structure of the capital of the company. For example, the decision on nondistribution of dividend, can be easily made before sale of a part of shares to "strategist", rather than before carrying out an IPO.

The decisions made according to issues put above, certainly, are actual for Russia, where capital market is still developing. In the conditions of low liquidity of the monetary market, making  correct administrative decisions based on the analysis described hereinafter, can help to arrange favourable bargain on selling business under the best price  in the market.

Decisions of board of directors and meeting of shareholders are capable to influence company value. For more detailed analysis of this decisions we will make their structured review and further we will return to each of them in details. Let take three cores activities of the company – financial, operational and investment :
The financial decisions influencing company’s value:

1.
Dividend policy.

2.
Change of the capital structure (leverage increase, i.e. increase in a share of the extra capital in structure of liabilities).

3.
Change of an accounting policy

The investment decisions influencing company’s value:

1.
Purchase or sale of a different  assets. 

The operational decisions influencing company’s value:

1.
Change of a share of fixed cost (the operational leverage)

2.
Change of development strategy  (change of interaction with clients and suppliers)

Now we will investigate the block of financial decisions which influence company’s value.

The dividend policy.

The dividend policy assumes decision on : what part of profit should be paid to shareholders as  dividends and what to keep in a company  for reinvestment in development? Dividend policy of the company depends on different and sometimes controversial factors: on the one hand, increase of the dividend sum causes the tendency of share price growth, on the other hand, the reduction of internal investments as a result, conducts to decrease of scientific and technical development that, in turn, lowers the share price. This trend was noticed and described by Edvinom Lafevrom in the book «Memoirs of the exchange speculator» edited in 1904.
Change of capital structure.

The capital structure of the company reflects a correlation of the debt capital  and equity involved in financing of long-term development of the company. Depending on decisions on financing, this  correlation  can obtain casual character or can be a result of a strategy. But even intentionally established proportion of debt and equity could be far from being efficient. The efficient structure is a correlation of debt and equity, when the 
 of cumulative expenses for long-term development, or average expenses for the capital are minimal (WACC, weighted average cost of capital). Consequently  the increase in value of  WACC contributes to  decrease in profitability and, as a result, to company depreciation.

Change of an accounting policy

Any company is recommended to elaborate the accounting policy which includes confirmed methods of the account, amortization conducting etc. And any changes of these methods can dramatically change  financial indicators of the company. Constant revaluation of assets as one most appreciable indicators, can essentially both to improve, and to worsen the financial condition of the  company. The annual assets revaluation can increase balance sheet indicators formally but can not influence other financial indicators, which in turn reduces company price.
Although the financial decisions considered above are certainly important for the company, we should pay particular attention to investment and operational decisions, since they are often much more important for the majority of companies.

Purchase, sale of assets
Assets acquisition and sale is the realization of the investment sphere of activity  of  a company. Successful acquisition  can essentially improve the financial indicators of the company and increase its value. Or on the contrary very expensive, but loss-making asset can cut down market price of the company.

In order to analyze the operational  type of decisions lets regard two most significant components:

Change fixed cost share  (the operational leverage)

There is an important instrument which from the one hand can improve  profitability of the enterprise and from the other hand, can be quite risky in use. Timely made decision on increase of fixed cost share can raise profitability during start-up and developing period. This will favorably affect company price.

Change of development strategy (change of interaction with clients and suppliers)

Development strategy decisions often reveals the most problematic issues that cut down the price of the company. In particular, for short-term objectives, decisions which can change partnership relations, will reduce turnover and will increase, for example, accounts receivable that will in its turn decrease the price of shares.
Let's see the situation from the market point of view that we have mentioned above. The reaction of the market on the events occurring in the company, is extremely important, since helps various groups of investors and owners of the company to estimate correctly value and company’s position in the market!

Nevertheless in variety of cases, the market sometimes ignores the events in the company. There are couple examples: 

The first, the most outstanding example, has occurred after Enron collapse in August 2001. After that large downfall, investors have lost the interest share market for some years and fall of stocks has stopped only in eighteen months after the incident. The complete recovery  of  share rates level was in the middle of 2004.
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The schedule above describes the situation with Enron shares. In such conditions share price of other companies have fallen under the negative approach of investors to share market despite of their “proper” management. 

The second example concerns the share market of Russian companies. It was the case with the share buyback of  «Norilsk Nickel» in September 2008. During this period the rate in was 3000-4000 RUR per share. On August, 22nd the Board of Directors of «Norilsk Nickel» has made the decision to buy back  shares (4,2 % of the share capital) at the price of 6 167 RUR. This measure was aimed to keep the share rate and t demonstrate the interest if management team in expansion of  own capital share. Unfortunately, in October-November the market rate of «Norilsk Nickel» have definitively fallen off to 1600-1700 RUR per share.
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To sum up, the company price can be even less its balance price, despite of  professional and "qualitative" management.

The second, very important question of the price analysis if for what class of investors market price of the company is important. There are two classes of investors. Minority investors are the shareholders possessing a small share holding of the company which does not allow them to participate in management of the company. Besides, they have limited period of investment. Majority shareholders on the contrary possess a share holding which allows them to take part in management of the company. 

Minority shareholders can include management of the company, persons, private equity funds  and venture capital funds. The most important thing for them is future company price since  they  earn profit through selling a company.
Among majority shareholders we can point out different types. "Strategist", - the investor for whom the share holding is necessary for making favourable decision in the company. Very often the company from the same business field or the company which enters into a vertical integrated chain (the supplier or the consumer) acts as such an investor. The controlling interest is regarded as a long term perspective. This allows them to optimize costs and to increase profit. Therefore for this type of investors profit maximization is much more important than the company price pick up.
The second type of investors is the portfolio investor who as well is interested in current profit indicators of business and low  share volatility and especially in Beta index  which reduces portfolio risk. Therefore, such un investor acquires a share in the company and enters into board of directors in role of the controller which does not allow to make decisions which minimize current profitableness, in particular dividend output.
Conclusion

Summing up, we will answer the questions put in the given essay. What decisions of Board of Directors and meeting of shareholders influence company price? There are three classes of such decisions: operational decisions with the most significant influence, financial and investment decisions. Each class of decisions is made by different blocks of management in the company. The most important principle of decision making is long term price increase.

For what class of investors this price is important? As we have mentioned, market price is important first of all for minority shareholders. Their interest should be taken into account during decision making. 

We hope, after perusal of the essay you will get accurate describing of influence of administrative decisions on price of the company in the market. The most important factors are the combination of shareholders, market situation and directly management of the company. Only successful constellation of these factors the company can reach fair price and to be sold. 

Finally we should mention that this model only arises in Russia, while in the USA it is developed and very popular. There are plenty of reasons for a small share of joint-stock companies in Russia, for example low free float. The increase in number of such companies is the next step forward to the better management based on market price changes.

