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Delayed Calls of Convertible Bonds
-reexamination from corporate governance

Student : Shuo-Chieh Tu Adviser : Dr. Jane-Raung Lin
Dr. Guo-Wen Shieh

Department of Management Science of National Chiao Tung University

Abstract

Many literatures have long discussed the delayed calls in convertible bond.
However, there exists no exact explanation for the phenomenon. This study
investigates the delayed calls in convertible bond by employing corporate governance
mechanism, which was rarely concerned in previous studies.

After considering the corporate.governance factors, this study discusses the
interaction between corporate governance and delayed calls in convertible bond, and
also re-examines the hypotheses addressed in previous literatures. Since corporate
governance relates to the issue of agency problems, in this study, the hypotheses are
built accordingly. This study employs Logistic Model and Poisson Model to conduct
the empirical analysis.

The results indicate that the corporate governance factors have significant impact
on the phenomenon of delayed calls in convertible bonds. Regarding of corporate
governance mechanism, this study supports the agency theory, the hypothesis of

financial distress cost, and the hypothesis of cash flow advantage.

Keywords: convertible bond; delayed call; corporate governance
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