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Financial	
  communica:on	
  

•  !"#$%&'#()&'*+#

	
  Communica:ng	
  with	
  
investors	
  is	
  not	
  the	
  
same	
  than	
  with	
  voters	
  
or	
  customers	
  

•  ,)-#*)#.)#&*/##
#Understand	
  
expecta:on	
  forma:on	
  
process	
  of	
  investors	
  



Scope	
  condi:ons	
  

•  Financial	
  communica:on	
  is	
  relevant	
  in	
  
contexts	
  of	
  high	
  uncertainty	
  

•  If	
  an	
  economy	
  is	
  insolvent,	
  good	
  
communica:on	
  is	
  not	
  going	
  to	
  make	
  it	
  any	
  
beRer	
  

•  But	
  if	
  investors	
  are	
  uncertain	
  about	
  the	
  future,	
  
effec:ve	
  communica:on	
  can	
  sway	
  them	
  one	
  
way	
  or	
  the	
  other	
  



Exis:ng	
  theory	
  

01*2).)3#45)')$&56#

•  Ra:onal	
  expecta:ons	
  
•  Efficient	
  markets	
  
hypothesis	
  

Market	
  impossible	
  to	
  
influence.	
  Traders	
  
can	
  see	
  “the	
  truth.”	
  

75)')$&5#6)5&)8)9"#
•  Self-­‐fulfilling	
  prophecies

(Robert	
  K.	
  Merton,	
  1967)!
•  How	
  do	
  market	
  actors	
  

calculate?	
  (Michel	
  Callon,	
  
1998)	
  

Future	
  is	
  debatable.	
  
Market	
  influence	
  is	
  

possible	
  



Two	
  cases:	
  Bear	
  Stearns	
  and	
  
Amazon.com	
  



1.	
  Bear	
  Stearns	
  

•  March	
  15th,	
  2008	
  

•  Tuesday:	
  Alan	
  Schwartz	
  in	
  
CNBC:	
  “No	
  liquidity	
  
problem”	
  

•  Thursday:	
  funds	
  take	
  out	
  
$14	
  b	
  from	
  Bear	
  

•  Friday:	
  Bear	
  could	
  not	
  open	
  
for	
  business	
  

Faber	
  and	
  Schwartz	
  in	
  CNBC.	
  
Source:	
  CNBC.com,	
  "#$%&'!(#%),	
  
*#++!,&)--&!./0)$#+!

Lack	
  of	
  credibililty	
  	
  liquidity	
  crisis	
  



Self-­‐fulfilling	
  prophecies	
  

•  Robert	
  K.	
  Merton	
  1968	
  
•  “If	
  men	
  define	
  a	
  situa:on	
  

as	
  real,	
  it	
  will	
  be	
  real	
  in	
  its	
  
consequences.”	
  

1/2! and	
  23-$! do	
  prophecies	
  become	
  self-­‐fulfilling?	
  	
  
Turn	
  to	
  the	
  sociology	
  of	
  finance	
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2.	
  Amazon.com	
  

Blodget	
  

Amazon	
  worth
$400	
  “Buy!”	
  

Cohen#

Amazon	
  worth	
  
$50.	
  “Sell!”	
  

• 	
  In	
  two	
  weeks:	
  price	
  rose	
  to	
  $400	
  

• 	
  	
  December	
  16,	
  1998	
  

Why	
  the	
  difference?	
  



Blodget#

Cohen#

Where	
  do	
  the	
  parameters	
  come	
  from?	
  

:991466&;4#46<$%*46#
Margin	
  in	
  2003:	
  10%	
  
Revenues	
  in	
  2000:	
  $1.5b	
  

=)'641;%<;4#46<$%*46#
Margin	
  in	
  2003:	
  2%	
  
Revenues	
  in	
  2000:	
  $0.9b	
  

Discrepancy:	
  the	
  future	
  is	
  unknown	
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Findings:	
  similar	
  mechanism	
  -­‐-­‐	
  categories,	
  
analogies,	
  metrics	
  

Dell 

Analogy Analogy 

Barnes 
& 

Noble 
Losses 

Metric 

 Reve
nues 

Metric 

Book-
store 

Category 

Cohen 

Internet 

Category	
  

Blodget 

Calcula:ve	
  frames	
  



Amazon:	
  conclusions	
  
1.  The	
  market	
  can	
  be	
  

seen	
  as	
  a	
  contest	
  
between	
  rival	
  
frames	
  

2.  The	
  decisions	
  of	
  the	
  
companies	
  
adjudicate	
  which	
  
frame	
  will	
  previal	
  

Understanding	
  frames	
  gives	
  influence	
  

Category	
  

Analogy	
   Metric	
  

Calcula:ve	
  frames	
  



2.	
  The	
  Spanish	
  case	
  

•  2009:	
  A	
  strategy	
  of	
  op:mism	
  
– Zapatero:	
  “pessimism	
  does	
  not	
  create	
  jobs.”	
  

•  Londoner:	
  
– “During	
  2009,	
  it	
  was	
  all	
  disparaging	
  the	
  Financial	
  
Times.	
  There’s	
  no	
  crisis	
  in	
  Spain,	
  no	
  need	
  to	
  
reform.	
  Plan	
  E.”	
  



2010:	
  A	
  credibility	
  problem	
  

•  “The	
  2009	
  budget	
  was	
  
passed	
  in	
  Diciembre,	
  and	
  
barely	
  two	
  months	
  later	
  it	
  
had	
  to	
  be	
  revised.”	
  

•  “Irrealis:c	
  figures	
  for	
  the	
  
increase	
  in	
  tax	
  revenues…	
  
even	
  though	
  we	
  knew	
  the	
  
Spanish	
  economy	
  was	
  
flat.”	
  	
  

“If	
  you	
  cannot	
  meet	
  
expecta:ons,	
  nobody	
  believes	
  

you”	
   Source:	
  Presupuestos	
  Generales	
  
del	
  Estado,	
  2009,	
  p.	
  68.	
  



Greek	
  crisis	
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“But	
  it	
  is	
  not	
  just	
  
Greece	
  that	
  is	
  a	
  
focus	
  of	
  concern.	
  
All	
  the	
  “Pigs”	
  –	
  
Portugal,	
  Ireland,	
  
Greece	
  and	
  Spain	
  –	
  
have	
  found	
  their	
  
bonds	
  moving	
  in	
  
step,	
  with	
  Greece	
  
viewed	
  as	
  a	
  
“bellwether”	
  for	
  
the	
  group.”	
  

March	
  11,	
  2010	
  

Country	
  
risk	
  



Loss	
  of	
  credibility	
  

• 	
  Contro-­‐
versy	
  
about	
  the	
  
PIGS	
  



Spain?	
  

PIGS	
  

Greece	
   Deficit	
  

Category	
  

Analogy	
   Metric	
  

The	
  prevailing	
  
frame	
  was	
  

locking	
  Spain	
  
into	
  a	
  

problem.	
  43-!
5/6-)$7-$&!
0$8-)9&//8!

&3-!$--8!&/!8/!
9/7-&3%$5	
  



February	
  2010,	
  first	
  efforts	
  at	
  
improved	
  communica:on	
  

•  Salgado	
  and	
  Campa	
  
visit	
  the	
  (%$#$:%#+!
4%7-9!
– “Personal	
  contact	
  was	
  
very	
  important.	
  And	
  it	
  
changed	
  the	
  
discourse.”	
   Headquarters	
  (%$#$:%#+!4%7-9,	
  Londres	
  

Feedback	
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May	
  2010,	
  surge	
  in	
  country	
  risk	
  

Country	
  
risk	
  

Government	
  launches	
  reforms	
  



Despite	
  the	
  reform…	
  

•  Londoner:	
  	
  
– “Labour	
  market	
  reform.	
  But	
  in	
  prac:ce…	
  there	
  
was	
  a	
  confusing	
  implementa:on.	
  20	
  days	
  for	
  the	
  
layoffs,	
  it	
  depends	
  on	
  the	
  judge.”	
  

•  Londoner:	
  
– “Zapatero’s	
  problem	
  was	
  he	
  had	
  a	
  tendency	
  to	
  
change	
  the	
  message	
  as	
  soon	
  as	
  he	
  had	
  room	
  to	
  
breathe.	
  He	
  delayed	
  reforms.	
  And	
  that	
  gave	
  the	
  
impression	
  he	
  did	
  not	
  believe	
  in	
  them.”	
  



June	
  2010,	
  mee:ngs	
  with	
  Spanish	
  	
  
financiers	
  in	
  London	
  

•  “The	
  asked	
  us,	
  what	
  can	
  
we	
  do	
  to	
  lower	
  country	
  
risk?”	
  

•  “Three	
  points”	
  
1.  Transparency	
  
2.  Roadmap	
  
3.  Reform	
  the	
  financial	
  

structure	
  of	
  the	
  state	
  –	
  
that	
  is,	
  the	
  autonomous	
  
regions	
  



What	
  is	
  a	
  roadmap?	
  

•  “What	
  reforms	
  are	
  going	
  to	
  be	
  done,	
  and	
  
when.”	
  	
  
–  Such	
  as	
  now,	
  for	
  March	
  31st	
  labour	
  reform	
  
should	
  be	
  finished.	
  	
  

•  ¿Why	
  do	
  they	
  work?	
  The	
  key	
  is	
  the	
  
7%+-9&/$-9.	
  
–  “Hitos	
  muy	
  fuertes	
  que	
  hacen	
  un	
  antes	
  y	
  un	
  
después.	
  Haces	
  el	
  8-+%6-)'!y	
  ya	
  esta.	
  La	
  
gente	
  hace	
  ‘:3-:; ’	
  y	
  se	
  olvidan	
  del	
  tema.”	
  

–  If	
  you	
  don’t	
  deliver	
  by	
  the	
  :me	
  the	
  
milestone	
  comes	
  up,	
  you	
  lose	
  your	
  
credibility.	
  Because	
  investors	
  know	
  that	
  you	
  
know	
  this,	
  they	
  are	
  willing	
  to	
  believe	
  you	
  in	
  
the	
  first	
  place	
  



2011:	
  recommenda:ons	
  adopted	
  

•  Website	
  with	
  data,	
  in	
  English	
  
•  www.thespanisheconomiy.com	
  
•  “Access	
  to	
  the	
  latest	
  key	
  

economic	
  informa:on	
  on	
  Spain	
  in	
  
English	
  in	
  a	
  clear	
  and	
  
comprehensive	
  manner.”	
  

Transparency	
  Roadmap	
  

•  “Tesoro”	
  presenta:on	
  to	
  
London	
  investors,	
  February	
  
2011	
  

•  Text	
  boxes	
  that	
  aRach	
  a	
  date	
  
to	
  promised	
  reforms	
  

•  “To	
  be	
  approved	
  in	
  March”	
  



Financial	
  communica:on	
  also	
  applies	
  
to	
  companies	
  

>)).#(1%5<546#
•  Tubacex:	
  “They	
  have	
  been	
  

promising	
  for	
  years	
  that	
  the	
  
investment	
  cycle	
  for	
  their	
  
products	
  is	
  going	
  to	
  arrive,	
  but	
  it	
  
never	
  does.	
  At	
  this	
  point,	
  it	
  would	
  
be	
  beRer	
  if	
  they	
  admiRed	
  they	
  
don’t	
  know.”	
  	
  

•  Popular:	
  “Awful.	
  Always	
  
promising	
  that	
  the	
  good	
  :mes	
  
will	
  come	
  back,	
  but	
  the	
  truth	
  is	
  
that	
  they	
  are	
  promising	
  
something	
  they	
  don’t	
  know.”	
  

?%.#(1%5<546#
•  Zara:	
  “They	
  are	
  excellent	
  at	
  

lowering	
  expecta:ons	
  during	
  the	
  
quarter…	
  this	
  is	
  going	
  badly,	
  that	
  
too…	
  and	
  then	
  they	
  do	
  well.	
  
When	
  the	
  :me	
  comes,	
  they	
  
always	
  look	
  surprised.”	
  	
  

•  Ebro:	
  “They	
  promise	
  90	
  percent	
  
and	
  give	
  110.	
  Y	
  esa	
  es	
  la	
  clave,	
  
7--<$5!-=>-:&#</$9?@!

The	
  point	
  is	
  to	
  meet	
  and	
  
exceed	
  expecta:ons	
  



Conclusion:	
  effec:ve	
  financial	
  
communica:on	
  

1.  Communica:ng	
  with	
  financial	
  markets	
  is	
  not	
  the	
  
same	
  as	
  communica:ng	
  with	
  voters	
  or	
  customers	
  	
  

2.  Need	
  to	
  focus	
  on	
  how	
  actors	
  set	
  expecta:ons	
  
–  Meet	
  and	
  exceed	
  them	
  
–  Shape	
  them	
  
–  Create	
  feedback	
  mechanisms	
  that	
  correct	
  

misconcep:ons	
  
3.  Techniques	
  to	
  do	
  so:	
  

–  Transparency:	
  offer	
  the	
  data	
  in	
  their	
  language	
  
–  Roadmaps:	
  aRach	
  dates	
  to	
  commitments	
  
–  Build	
  informal	
  :es	
  with	
  investors	
  and	
  the	
  media	
  



Thank	
  you.	
  

Daniel	
  Beunza	
  
d.beunza@lse.ac.uk	
  

www.socfinance.wordpress.com	
  


