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Abstract

The convertible bond is one of the innovative financial tools of our
country in recent years. As a kind of financial tool, convertible bond which
links with stock and can be changing into stock in the future, with its bond,
stock and option financial character, becomes the focus of our capital market
day by day. Based on analyzing on international research production and the
actual applications in our country of convertible bond, the thesis has deeply
studied such as clause, function and value, etc aspect of the convertible bond
of our country.

Combining the instance that our country issues the convertible bond in
recent years, the thesis introduces the definition, characteristics, advantages
and disadvantages of convertible bond, and then give a systematic analysis on
development, evolvement and innovation of the convertible bond clause of our
country, as well these innovative effects. Thus the thesis gives the tactics of the
convertible bond of our country in the pointed proposition. From the angle of
finance innovation, the thesis proves the unique advantage in which the
convertible bond plays role in investment and financing, optimizing the
structure of company capital and perfecting the managing structure of company.
As a complicated financial tool, the researches of pricing theory of convertible
bond are always the hotspot of research. Black-Scholes option pricing model is
used to researching the price of stock option, the thesis uses it in the research
of mnvertible bond’ s option price, and has carried on the outcome of model
deduced to instance examining and proving. This thesis also thinks about the
confirming of the price of the convertible bond from the point of view of
issuing clause, from market environment, and from the basic situations of the
company to the pricing model of the convertible bond, and select Shoudu Iron
and Steel Co.'s as a example to analysis and the explain the whole course of the
pricing.

This thesis puts forward some own method and option on analyzing the



Abstract

innovative effect of terms of issuing the convertible bond, on proving the
relations of convertible bond with the capital structures and managing structure
of the company, and on researching the influence of issuing clause, the market
environment, and the basic situations of the company to the pricing model of
the convertible bond, which is probing helpfully in the research field of
transferable bond. And this research will help the participants to understand
and gpply thisfinancid tool better.

Keywords financid tool; convertible bond; redeem clause; return clause; the
structure of the capital; the managing structure of the company;

Black- Scholes option pricing model
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Table 31 Basic data statistical form of the convertible bond on market
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Table51 Anaytical table of theory valuation with issued convertible bond
(%) ()
() ()
0.80(
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Table52 Convertible bond invest value form of different periods redeem

2 3 4 5
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Table 53 Shoudu Iron and Steel Co.'s situation of the share bonus over years
1999 2000 2001 2002 2003
() 0.31 0.17 0.31 0.3 0.36
() 0.23 0.25 0.23 0.23 0.3
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Table 54 Expiry earning ratio and pure bond value
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(%)
5, ;
@ ' s
3%:
= =( x100+ — )+ .
55.2.2
s 5-5 Black-Scholes

62



5

5-5 C = )
Table 5-5 Theory value of convertible debt (unit : Yuan)
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9.34 14.20 20.22 26.97 34.24 41.84 49.76

101.58 106.44 112.46 119.21 126.48 134.09 142.00
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