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283 1989 99 ol F ARAMAIR fAstZ A4 w HGRUMEFIT
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EHITO wel J1dSd APAFZL S EME A =T o #
2 71dEe F4 2 AY5AY HUEE E{Y ABAAY TIPS
AzA @ Aot

1987:d-1993d 5 APALANY 2HIAFE AHEY <H2-D> 4
et whet 2o

<}¥2-3> Wikpte BITHBY
(B : 9ukg )

FE | REINBELNS) 4% O TEE WG 100k ) & &

1987 94,400 124, 000 218, 400
1988 318,200 19, 000 337,200
1989 1,041,200 137, 000 1,178, 400
1990 613, 000 78,500 692, 100
1991 187; 000 - 187, 000
1992 134, 000 12, 000 146, 000
1993 291, 200 102, 500 393, 700
&t 2,679, 800 473,000 3,152,800
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1904l Y Ee] ABANE B Hee 2YE 4Fo] BF 1=
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sEe way oMLY JMFRE SuyT Ay Ad FRE
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XY CB TS T 71Q9AS 20| 24 3 Ax A 74
Aol A 45718 oA 15yd G sldzel 7 AE
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AFQe FU FARSY #AA HAFAAY FHHEo] ¥
gD, 19919 TRE 199230 2A FFHeE TYHUD ARA
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B3E HEB#pER BITER

#18 AR BHEGtE BT 33 HR BR

g271go] APANE BYHE PRE NPATE EU2 B2F
2 ol oi¥ wRigAd, 2e ojziu g, wrige o, dArjd
2 AEzY QAEA #§2 $U49 ol& Y2d= EFHAd U
7 g}

A A= gl e HWAH 2 Brennan® Schwartz(1989)= A
g ol 848 ARzY g ATHA HYe) LFE FPdy, AVA
Aol 94y W xI] XML Fu ATFE stk d7Ae w2d A
BAbe) KRRV BiTa%e ¥ AUz @ wUgsy) dEd A%
AAlE decta F3EATHD

323 Stein(1992)2 APAANE o4 ARZGE o] FAo} AU
Hoz 71z Aol fEiREMbel Qe 7] fEe|gtn FFagchd

SAE Be oAy go] F WAEs| e FA4E A2ZM Brigham
(1966)2 1961-1964'3 Fotel] APALANE LAF 427 43714 E e
2 BEMAZE AN AVAAE TYHE Fr18 EMIH &,
ABAANE Y2 AR 7149 GArdA, 2 FRAA ZA
o] Y7L HEZAE Eto TAHULM BN B2 73%9
o] A7NAEE Z7AFBE dxelH AEAAME T3, 27%

12) Brennan, M. and E.Schwartz, "The Case for convertible , "Journal of Appli-
ed Corporate Finance(1988), p.58.

13) Stein, J.C., "Convertible Bonds as Backdoor Equity Financinl, ° Journal of
Financial Economics(1992), pp. 3-5.

14) Brigham, E.F., “Analysis of Convertible of Debentures : Theory and Some Em-
prical Evidence, "Journal of Finance(1966), pp.50-53.
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Fargch. meld ABAAHe AAHQY ol & —EALE BEXR
o A8 AR L9 HEPFes meddof @ Ao
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QAL ET Be o|lA&E BAE 2dsEE Aolde B2 HF
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AAAE EELES FIEoZ Hoffmeister(1977)18), Brigham(1986)19),
Michael® Stephan(1990)20& A@Ae ¢4 F71& & AZxE2Y

15) Brennan,M.and E.Schwartz, "The Case for Convertible,,, "Journal of Applied
Corporate Finance(1988),p.57.

16) Copeland, T.E and G.F. Weston, Financial Theory and Corporate Policy, Addison
-Vesley, 1983, pp. 420-423.

17) Barnea, A., R.A. Haugen, and L.W. Senbet, Agency Problems and Financial Con-
tracting, Prentice-Hall, 1985,p.94.

18) Hoffmeister, J.R., “Use of Convertible Debt in the Early 1970s : A Revaluat-
ion of Corporate Motives, "Quarterly Review of Economics and Business{1977),
p. 30.

19) Brigham, E.F., Fundamentals of Financial Management, The Dryden Press, 1986,
pp. 742-744.

20) Michael, S.L. and E.S. Stephan, "Participation Financing : A Comparison of
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& g As AFA5-AY wio oo FAdTE Aot a¥H

Convertible Debt and Straight Bond Issued in Conjunction with Warrants,”
Financial Management(Autuan 1990), pp.31-32.

21) Hoffmeister, J.R., “Use of Convertible Debt in the Early 1970 : A Revalua-
tion of Corporate Motives, : Quarterly Review of Economics and Business(19
77), pp.24-28.
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Barnea, Haugen, Senbet(1981) #12 ®2jqd vl 8& o712 3
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NAs=d $2F TS FPdtn AAFIG2 F AFAAE A
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Ross, Westerfield, Jaffe(1990)e #AEx97 #dd did FAE
AFAAE ol g3d AAY F Ut FHFAGD A= BE
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. ol= AbAPAEBO] 7| e ST B AYY €5 L A=F A
2% §9¢ A #h NNZ BEF 2FAEL B2 Y9 AYE

23) 2T Mg o|Fd, AMFEH2E, FHFFAL 1993, P.480.

24) Barnea,A., ‘R.A. Haugen and L.¥.Senbet, " An Equilibrium Analysis of Debt
Financing under Costly Tan Arbitrage and Agency Problems, * Journal of Fin-
ance(1981), pp.574-576.

25) Ross, S.A., R.V. Westerfield, and J.F. Jaffe, Corporate Finance, Irwin, 1990,
pp. 613-614.
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10574218 FE o2 3o ZALE dh
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26) Green,R.C., "Investment Incentives, Debt, and Warrants, " Journal of Fina-
ncial Economics(1984), pp.115-117.
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- Abstract -

A Study on Issuing Convertible Bonds, Motives,

Problems and Improvement Plans.

Convertible bonds issue has increased in Korea since 1987.

After the latter half of 1993, and the terms of issue such as face
interest rate, guaranteed annual earning rate, etc. have been diversified
depending on issuing comanies.

In spite of such boom, studies of convertible bonds have mostly
focused on pricing decision of convertible bonds and effects of
convertible bond issue on stock price, whereas motives of issue, ie.
why enterprises issue convertible bonds, have rarely been researched.

Therefore this study intends to present problems and improvement
planes through the motive analysis. |

Sample inclndes Korean enterprises that issued convertible bonds
between 1989-1993, incinding 192 firms. When dishonord names,
controlled names, unlisted companies, and repeated companies were
exuded from the above 192, 105 businesses remain to be the sample.

This thesis aims at activation of the convertible bond market in
the country by examining motives of issue, pointing out actual
problems, and presenting improvement plans in consideration of the
present state and real circumstances in Korea. The results of a
questionnaire posed can be arranged as follows:

Enterprises issuing convertible bonds are distributed over such



fields as combined metals, machinery, equipment production, chemicals,
petroleum, etc., and tend to be relatively smaller in scale.

The prevalent rate of interest is 6-7%, which is a phenomenon
taking place as the rate is uniformly fixed according to feneral
commercial usage. The due date is also determined in accordance
with usage rather than by the circumstances of each company, con-
centrating on 38-42 months.

The main motives of issue are the interest cost of convertible
bonds lower than that of general bonds, the most favorable means
of those recommended by agents, avoidance of difficulties that may
arise from other means, exclusion from the limit of bond issue, all
of which appear in the same order.

The conversion price is fixed on the basis of the current stock
price by 69%, while the face interest is fixed on the bases of the
market rate by 54%, 80% of the conversion period is 6-12 months
after issue of convertible bonds. In reality stocks as a result of
conversion were issued at a similar period,showing that conversion
took place from the beginning of the conversion period in most
enterprises.

It was found that most companies issued convertible bonds in
expectation of conversion into stocks, intending to improve their fi-
nancial structure and anticipating a rise in the stock price. In effect
more than 70% of convertible bonds proved to be converted into
stocks.

Raised through issue of convertible bonds were working and

facility funds. Other means considered to get an equal amount of



money were in the order of issue of stocks and ordinary bonds.

Induced from the results of the foregoing quwstionaire are such
overall problems in the convertible bond market as the short term
of redemption, rigidity in deciding on conditions of issue, the total
undertaking system of agencies, restrictions in the security market,
etc. despite self-regulation of condition, counterplans against which
are reduction of forbearance of conversion, activation of nongua-
ranteed convertible bonds, extension of the due date, liquidity of co-
nvertible bonds with security companies function of market research
strengthened, calculation of the conversion price, reinforcement of
the public announcement system, and other improvement of issue
conditions.

Problems in the system of accounting treatment are that acc-
ounting treatment lacks consistency, and that incorrect allocation of
a profit ot a term distorts accounting information, countermeasures
against which are to allocate redemption premium to be received by
a security company when bonds mature to each term of convertible
bonds, and to reflect evaluated profit and loss of convertible bonds
in the financial statements by using parity.

This dissertation is composed of the foregoing, and the consensus
of clerks in charge who cooperated with the present writer is that
entire capital market including the convertible bond market is too
backward, on which we agree. It is a problems left to us to make a

continuous and systematic study of such field for the development

of the capital market in the country.
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