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Abstract

This research mainly discusses the impacts of laigithe conversion price base day
of domestically issued corporate convertible bond3hrough observations on timing
differences between the conversion price basetdayecordation date, and the bookbuilding
date, we inferred that a bond issuer has an opptytto backdate the conversion price base
day to the time when the market share price wagiowhis opportunistic behavior plus the
existence of asymmetrical information may impacareholders’ interests. Since 30 Dec
2003, new regulations were imposed, that,greatlyiced the feasibility of backdating the
conversion price base day; henecé we took this'@ayha ex-ante date for our empirical
analysis using the market model of event study. défgnated the conversion price base day
as the event day, observed the cumulative abna@toek returns and its trends over the event
period, and analyzed the impact and implicationbatkdating conversion prices. The
conclusions of our empirical résearch are as faltow

1. With backdating (140 samples): ‘between 2002~2@0d cumulative abnormal stock
returns of corporate convertible'bonds with-backdatlauses were mostly negative and
falling before conversion prices were set, andgsfter conversion prices were set. The
stock prices were the lowest at 10, 15, or 20 mssmays before the conversion price base
day.

2. Without backdating (170 samples): between 200852the cumulative abnormal stock
returns of corporate convertible bonds without lolatkg clauses were also mostly
negative and falling before conversion prices waete The conversion prices were set low
but not at the lowest among the entire event peridde timing reflected that the bond
issuer still has the advantage of asymmetric infdiom over stock prices and business
performance, but has no absolute control over lla@ges in stock prices after conversion
prices were set.

3. We have also simulated the pricing of 127 widlckzlating samples between 2002~2003 as
if their conversion prices were not backdated, designated the bookbuilding date as the
conversion price base day. A comparison betweerstimulated pricing and the actual
pricing revealed that 97 samples between 2002~2€i8 simulated pricing without-
backdating higher than their actual pricing, thenaming 30 samples had simulated
pricing lower than actual pricing; the proportioh aver-priced issues was significantly
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less than the under-priced issues. The simulaieohg was on average 7.2% higher than
the actual pricing, which translated into a potngain of $4,433 million. The research
also revealed that among the companies who issoedsbwith backdating clauses, few
have chosen a higher pricing that reduces the coygp&unding costs while most have
chosen to date the conversion price base day on whgn the stock prices are cheapest,
thereby producing unrecognized gains instantlybfurd subscribers. The downside of the
latter is that at a lower price, more shares neeetissued to raise the same amount of
funds.

Key words: convertible bond, backdating, event gtathnormal returns
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2003 2313 |#3 T % 2003/9/8 2003/9/9 1| 2003/10/1 20
2003 6193 [ < #Ef# 2003/10/43 | 2003/10/14 1| 2003/10/31 5
2003 1720 [ ¢+ ¥ 4 & 2003/11/26 | 2008/11/26 0| 2003/12/17 4
2003 6125 [f &1 42 « 2003/12/22 | 2003/12/22 o 2004/1/12 4.p
2004 5434 | x4 1 2003/12/11 || 2004/3/12 92|  2004/4/19 7.2
2004 4510 [ 41 £ | 2003/12/15 | 2004/2/3 50 2004/2/12 3
2004 6108 [# @7 % | 2003/22/31|  2004/2/11 420 2004/3/5 2
2004 5426 | F £ 200412/5~ -2004/(3/8 320 2004/3/30 3
2004 6185 |iF=# % . 2003/42/10 2004/112 23 2004/1/29 2
2004 6159 |34 #3 7.2004/1/6 2004/1/28 22| 2004/2/23 4.3
2004 2610 |* #Fé% 2004/1/9 | 2004/1/30 21 2004/2/24 100
2004 6161 [#k 73t 2004/1/27 2004/2/11 15  2004/3/5 4
2004 5207 |# 7t FH 2004/1/28 2004/2/11 14| 2004/3/5 1.1
2004 2368 |4 T + 2004/3/19 2004/3/31 12| 2004/4/20 6
2004 6189 [L# 7 + 2004/2/16 2004/2/26 10, 2004/3/17 5
2004 2020 | % I 4 3 A 2004/3/3 2004/3/11 g  2004/4/5 7
2004 2333 [T + 2004/4/20 2004/4127 7| 2004/5/19 9.p
2004 6223 |[mw § 4 2004/4/1 2004/4/2 1| 2004/4/14 2.5
2004 8039 | irfiit 2004/5/17 2004/5/18 1| 2004/6/1 5
2004 6172 |3 it 2004/3/10 2004/3/10 0| 2004/3/26 4
2004 6207 |3 #* 2004/4/6 2004/4/6 0| 2004/4/20 3.6
2004 3012 |4 #&7 + 2004/4/7 2004/417 0| 2004/4/22 106
2004 6016 |& ez 2004/4/22 2004/4/22 0| 2004/5/6 10
2004 6120 [#f 4 2004/6/18 2004/6/18 o 2004/711 5
2004 6199 [# & f13t 2004/5/10 2004/5/10 0| 2004/5/24 5
2004 6274 |5 H§H 2004/4/15 2004/4/14 -1|  2004/4/29 5
2004 6187 |§ B i3t 2004/4/15 2004/4/14 -1l 2004/5/3 3
2004 5522 [+ 41+ 3% 2004/4/22 2004/4/21 -1]  2004/5/7 10
2004 6242 E&ﬁi;}iﬁ 2004/7/2 2004/7/1 -1|  2004/7/16 2
2004 5493 |z mfiit 2004/5/27 2004/5/26 -1l 2004/6/9 2
2004 5475 |2 1 % 2004/6/18 2004/6/17 1] 2004/7/6 5

_55_



i; 5‘;'* &L WP B oo p g j; sEpy |0 ’(Tg’i

2004 2030 |3}k & % 2004/6/3 2004/6/2 -1l 2004/6/18 10
2004 2383 ;%7 F HE 2004/11/10 | 2004/11/9 -1l 2004/11/25 3
2004 6248 | ;- ip ik § -+ 2004/6/15 2004/6/14 1] 2004/6/29 1.5
2004 5014 |#45% % 2004/9/24 2004/9/23 -1/ 2004/10/8 5
2004 4107 |2%3p2 4= ik 2004/3/24 2004/3/22 -2l 2004/4/7 2
2004 8079 [t 43 2004/3/24 2004/3/22 2| 2004/4/8 05
2004 9955 |4 131 42 2004/5/6 2004/5/4 -2|  2004/5/21 2
2004 1536 ’fr« 1% 2004/4/29 2004/4/27 -2|  2004/5/13 3
2004 6182 [& & 43t 2004/5/5 2004/5/3 -2l 2004/5/19 2
2004 6222 j%ﬁu}i:ﬁc 2004/5/12 2004/5/10 2|  2004/5/28 3
2004 1437 |# & 2004/5/28 2004/5/26 -2|  2004/6/10 6
2004 5481 |##7 + 1 % 2004/5/12 2004/5/10 -2l 2004/5/25 4
2004 4105 |: @t x4l 5 2004/5/27 2004/5/25 2| 2004/6/9 6
2004 2428 |97 51 % 2004/5/27 2004/5/25 -2l 2004/6/9 2
2004 8938 | % B & % 2004/6/10 2004/6/8 -2|  2004/6/28 4
2004 6605 |# ¥1 % 2004/6/18 2004/6/16 -2l 20041712 10.3
2004 4909 |7k @ ik i 21 2004/6/18 2004/6/16 -2|  2004/7/6 2.5
2004 1522 |siad 2 i 2004/6/10 2004/6/8 -2|  2004/6/25 10
2004 8043 (g% 4 % 2004/7/15 2004/7/13 -2l 2004/7/28 25
2004 6245 | 4 2004/12/10 | " 2004/12/8 -2| 2004/12/27 2
2004 8069 |~ fp1 ¥ 2004/10/8 2004/10/6 -2|  2004/10/22 4p
2004 3089 |B & fH . 2004/1016 | ' 2004/1014 -2|  2004/10/20 D
2004 8067 |&BR™% 1 2004/10/20 || |2004/10/18 2| 2004/11/2 1.5
2004 2006 | & ok 48  2004/10/8 |  2004/10/6 2| 2004/10/22 20
2004 8076 | ¥ 44t 2004/3/11 | 2004/3/8 3| 2004/3/26 25
2004 3026 [ ¢ ¥ 200413129 ++-+2004/3/26 3| 2004/4/14 10
2004 2034 | @ % ~.2004/4/1 ©2004/3/29 -3 2004/4/14 3
2004 2484 |# 54 ¥2004/4/15 2004/4/12 3| 2004/4/29 4
2004 6145 |2 < R 2004/4/16 | 2004/4/13 3| 2004/4/28 4
2004 1902 |; #m % 2004/5/21 2004/5/18 -3 2004/6/7 2
2004 4207 [% % &% 2004/6/17 2004/6/14 3| 2004/7/5 2.5
2004 6163 |£7 m 2004/6/24 2004/6/21 3| 2004/7/14 1.5
2004 6198 |4 % 4 2004/6/11 2004/6/8 3| 2004/6/25 |
2004 2548 |# 7% 2004/6/4 2004/6/1 3|  2004/6/18 6
2004 6213 “35 s 2004/7/16 2004/7/13 -3|  2004/7/30 5
2004 5355 | @ % 2004/6/14 2004/6/11 3| 2004/6/29 25
2004 8111 ::;Ea?,—? 2004/7/1 2004/6/28 3| 2004/7/14 3
2004 2460 | # % 2004/7/23 2004/7/20 3| 2004/8/5 2
2004 5904 | e @™ 2004/7/23 2004/7/20 -3 2004/8/6 15
2004 2614 |if Fpp 2004/11/26 2004/11/23 -3|  2004/12/14 15
2004 8074 |4EH i % 2004/3/1 2004/2/26 -4 2004/3/15 1.6
2004 5905 |3 iz 7 # 2004/4/2 2004/3/29 -4l 2004/4/16 6
2004 3061 [ 7 2004/3/23 2004/3/19 -4 2004/4/14 6
2004 4527 [ F 4 i 2004/3/29 2004/3/25 -4 2004/417 2.4
2004 4534 |= i k5 & 2004/5/21 2004/5/17 -4 2004/6/2 1
2004 6215 [ft; 4 2004/5/4 2004/4/30 -4 2004/5/18 1.5
2004 6119 |+ 2004/4/20 2004/4/16 -4 2004/5/4 8
2004 8092 [:* p # % 4% 4t 2004/4/26 2004/4/22 -4 2004/5/10 1.5
2004 6136 | i 4 #43t 2004/5/4 2004/4/30 -4  2004/5/18 3

_56_



B N T wpaw | geaw | Tl weew |TURR
2004 1617 |[% % 741 ¥ 2004/6/8 2004/6/4 -4]  2004/6/23 4
2004 1529 |# 1 7 2004/5/10 2004/5/6 -4|  2004/5/24 3
2004 2486 |- 24 % 2004/6/8 2004/6/4 -4|  2004/6/23 2.5
2004 8082 |#Azil 1 2004/6/15 2004/6/11 -4|  2004/6/29 ?
2004 4131 |& F 2 $ 1 # 2004/8/27 2004/8/23 -4]  2004/9/10 2.8
2004 8042 |4 L+ 2004/8/6 2004/8/2 -4|  2004/8/20 2.5
2004 8071 |% 44k 2004/8/31 2004/8/27 -4|  2004/9/14 ?
2004 2107 |54 2004/12/10 2004/12/6 -4 2004/12/24 22
2004 6289 |#1 kT 2004/4/19 2004/4/14 -5| 2004/4/30 10
2004 6150 |3t 44 2004/3/1 2004/2/25 -5|  2004/3/15 2.8
2004 4722 [F# - & 2004/4/12 2004/417 -5|  2004/4/26 2
2004 6174 |% A 2004/4/21 2004/4/16 5| 2004/5/5 4
2004 4123 Bt~ F R 2004/4/28 2004/4/23 -5|  2004/5/12 1.6
2004 3090 [P 7§ 2004/5/4 2004/4/29 -5|  2004/5/18 ?
2004 5204 | #_ 2004/6/9 2004/6/4 -5|  2004/6/24 2.p
2004 3039 [z & ¢ 2004/5/3 2004/4/28 5| 2004/5/17 2.3
2004 2463 [F 47§13t 2004/4/26 2004/4/21 -5|  2004/5/10 ?
2004 8049 & % £ ¢ f3# 2004/5/11 2004/5/6 -5|  2004/5/25 3.6
2004 8016 |# 17 =+ 2004/4127 2004/4/22 5| 2004/5/10 5
2004 6133 |4 44 2004/5/17 2004/5/12 -5|  2004/5/31 35
2004 6243 [ 4§ 2004/5/17 2004/5/12 -5|  2004/5/31 ?
2004 8942 | F4e Lk 4L % 2004/5{19 | | | 2004/5/14 5| 2004/6/2 3.3
2004 6221 |5 % 4 | 2004/6/23 || 2004/6/18 5| 2004/7/7 1.5
2004 2417 [FIK]f 4 ~ 2004/5/24 | 2004/5/19 5| 2004/6/7 4
2004 1467 |% %3 % 2004/7/6° | 2004/7/1 -5|  2004/7/20 3
2004 2614 [if & e i3t 2004/5/26-+=+2004/5/21 5| 2004/6/8 25
2004 8050 [} # f# . .2004/6/1 | 2004/5/27 5| 2004/6/15 p)
2004 3003 |t frg = 72004/5/24 2004/5/19 -5|  2004/6/7 4%
2004 1477 |23 % 2004/5/24 | 2004/5/19 -5|  2004/6/7 5
2004 6156 |#45 T + 2004/5/24 2004/5/19 5| 2004/6/7 8
2004 2499 [ B % F L3 2004/5/26 2004/5/21 -5|  2004/6/9 8
2004 6175 |= 3¢t # 2004/617 2004/6/2 5| 2004/6/21 3
2004 5315 | m i 2004/8/16 2004/8/11 -5| 2004/8/30 3
2004 8928 [4ep 2004/6/7 2004/6/2 5| 2004/6/21 2
2004 9942 |75 % 4t ~ i 2004/6/9 2004/6/4 5| 2004/6/24 3
2004 2464 | = f o i 2004/6/9 2004/6/4 5| 2004/6/24 5
2004 6287 |~k + 2004/6/16 2004/6/11 5| 2004/711 4
2004 2204 |¢ &7 2004/6/29 2004/6/24 5| 2004/7/14 50
2004 6259 |7 # 2004/7/6 2004/7/1 5| 2004/7/20 2.8
2004 8084 |F ir7 + 2004/7/21 2004/7/16 5| 2004/8/4 1.5
2004 1616 |4 T4 T H 2004/8/31 2004/8/26 5| 2004/9/14 i
2004 2618 |£ ez 2004/7/26 2004/7/21 -5|  2004/8/9 45
2004 8087 | 4% % gt 2004/11/17 | 2004/11/12 5| 2004/12/1 1.5
2004 2616 |11 & 2004/8/10 2004/8/5 5| 2004/8/24 3
2004 4414 |42 4 % 2004/8/31 2004/8/26 -5|  2004/9/14 ?
2004 5403 |* ®=7% % 2004/9/22 2004/9/17 -5|  2004/10/7 1.2
2004 2426 [H =~ %7 $14 2004/11/24 | 2004/11/19 -5|  2004/12/8 3
2004 6227 |54 2004/11/10 2004/11/5 -5|  2004/11/23 1.79
2004 6105 |5 ¥ 44 2004/11/8 2004/11/3 -5|  2004/11/22 3
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2004 6283 |ix% 7+ 2004/3/24 2004/3/18 -6|  2004/4/7 2.8
2004 6138 |FiE T+ 2004/3/17 2004/3/11 -6|  2004/4/20 3.6
2004 2313 |#£i T % 2004/7/19 2004/7/13 -6|  2004/8/2 15
2004 8103 [ % 2004/5/27 2004/5/21 -6|  2004/6/10 2.5
2004 2543 |2 & ¥ i 2004/5/18 2004/5/12 -6|  2004/6/1 5
2004 5009 [ K]+ L 2004/10/6 2004/9/30 -6 2004/10/19 1p
2004 6167 |4 1 %7 2004/6/23 2004/6/17 -6|  2004/7/7 7
2004 8936 |K LB 2004/7/6 2004/6/30 -6|  2004/7/20 1.6
2004 5466 |3 i 2004/7/21 2004/7/15 -6|  2004/8/4 10
2004 4126 |~ = % ¥ 4 2004/8/16 2004/8/10 -6|  2004/8/30 1.8
2004 2603 |£ %4 & 2004/8/24 2004/8/18 -6|  2004/9/7 45
2004 2201 |#HiT @ 2004/12/23 | 2004/12/17 -6|  2005/1/6 55
2004 6147 |7 25414t 2004/3/11 2004/3/4 -7| 2004/3/24 )
2004 2705 |+ 4@k % 2004/10/4 2004/9/27 -7|  2004/10/18 5
2004 2838 |17 42 2004/8/30 2004/8/23 7| 2004/9/13 50
2004 8070 |& £7 # 2004/3/19 2004/3/11 -8|  2004/4/2 6
2004 6603 |3 % A % 2004/6/10 2004/5/31 -10  2004/6/28 3.8
2004 2031 |47k 4 46 2004/4/19 2004/4/8 -11]  2004/4/27 10
2005 3214 |~Ah i H 2005/12/27 | 2005/12/28 1l 2006/1/10 10
2005 2371 |* F 2005/3/1 2005/3/1 0 2005/3/15 30
2005 3144 |37 # 3 2005/6/15 2005/6/14 -1 2005/6/29 3
2005 2456 |# 4 #77 + = 2005/9/6 | 2005/9/5 -1 2005/9/20 4
2005 1524 |#e & & ¥ - 2005/1/20 | 2005/1/18 -2 2005/2/2 4
2005 8077 |= &4 #  2005/8/10 | 2005/8/8 -2 2005/8/24 2.5
2005 2610 |¥ #Fin 2005/7/22 <|  2005/7/20 -2 2005/8/8 100
2005 5534 | iz 2005/9/8+++2005/9/6" -2 2005/9/23 2
2003 3380 ﬂ”wfiii ©2005/12/22 “|2005/12/20 -2 2006/1/5 12
2005 5346 |+ & L %4y "2005/6/13 2005/6/10 -8 2005/6/28 40
2005 1787 i@ A4 5 2005/9/30 | 2005/9/27 -8 2005/10/17 1.5
2005 3264 |% & 2005/10/6 2005/10/3 -3 2005/10/21 8
2009 3211 |"FiE 2005/10/28 | 2005/10/25 -3 2005/11/11 4
2005 8249 | ¥ £ f# 2005/12/9 2005/12/6 -8 2005/12/23 2
2005 8264 | 28 H 2005/12/22 | 2005/12/19 -8 2006/1/5 1.5
2005 5381 |& & f#13# 2005/3/29 2005/3/25 -4 2005/4/12 3.7
2009 6234 |B4kp B0 2005/3/14 2005/3/10 -4 2005/3/28 4
2005 4114 |kf G~ FF 2005/9/30 2005/9/26 -4 2005/10/17 1.5
2005 8925 |wp 1 ¥ 2005/10/3 2005/9/29 -4 2005/10/19 6
2005 6182 |& & #1 3 2005/12/12 | 2005/12/8 -4 2005/12/26 3
2005 3059 | & £ 4 2006/1/3 2005/12/30 -4 2006/1/17 15
2005 1609 |* L Z R T & 2005/1/25 2005/1/20 5 2005/2/14 10.6
2005 5820 |P B &4r 2005/3/14 2005/3/9 -5 2005/3/28 60
2005 3142 |E £ 7 2005/4/13 2005/4/8 -5 2005/4/27 10
2005 6270 %z#xnfust 2005/5/16 2005/5/11 -5 2005/5/30 2
2009 6122 |& 2% @ 4L 4 2005/5/24 2005/5/19 -5 2005/6/7 1
2005 3271 | #id i 2005/6/13 2005/6/8 -5 2005/6/27 1.5
2005 1532 |#* % 2005/5/30 2005/5/25 -5 2005/6/13 6
2005 3038 |2 & & 2005/7/20 2005/7/15 -5 2005/8/3 10
2005 2315 |# & 7 % 2005/7/27 2005/7/22 -5 2005/8/12 30
2005 8034 |%¥# T 2005/10/17 | 2005/10/12 -5 2005/10/31 2
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2005 2542 (&% #E %k 2005/9/21 2005/9/16 -5 2005/10/5 5
200§ 8112 |zt =+ 2005/10/24 2005/10/19 -5 2005/11/7 6
2005 6290 |2 APH 2005/11/9 2005/11/4 -5 2005/11/23 2.4
2005 3260 |= K] FL 2006/1/2 2005/12/28 -5 2006/1/16 10
2005 3012 |B &% + 2005/7/4 2005/6/29 -5 2005/7/18 60
2005 2201 |#pHx @ 2004/12/23 2004/12/17 -6 2005/1/6 5
2005 3005 |#¢ fjr_&?fiii 2005/7/27 2005/7/21 -6 2005/8/12 10
2005 6213 |Bpya & 2005/6/28 2005/6/21 -¥  2005/7/14 2
2005 8277 | # FLH 2005/5/24 2005/5/12 -12 2005/5/31 2
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