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Preface

A university campus, if it holds no intellectual activities or possesses no ac-
ademic atmosphere, no matter how physically beautiful or modern it is, it would
be spiritually desolate and barren. In fact, the earliest historical European uni-
versities started from academic learning. The relationship between a university and
the academic learning cannot just be interpreted literally, but more importantly,
it should be set on the ideas and academic learning which are the so—called -
sources of the energy and vitality of all universities.

Zhongnan University of Economics and Law is a high education institution
which enjoys rich academic atmosphere. Having the academic germs seeded by
such great masters as Fanwenlan, Jiwenfu, Panzinian and Mazhemin, genera-
tions of scholars and students in this university have been sharing the favorable
academic atmosphere and making their own contributions to it, especially during
the past fifty—five years. As a result, at the beginning of the new century when a
new historical new page is turned over with the combination of Zhongnan Univer-
sity of Finance and Economics and Zhongnan University of Politics and Law, the
newly established university has set its developing strategy as “Making the Uni-
versity Prosperous with academic learning; Strengthening the University with sci-
entific research” , which is not only a historical inheritance of more than fifty
years of academic culture and tradition, but also a strategic decision which is to
lift ‘our university onto a higher developing stage in the 21st century.

Our ultimate goal is to make the university prosperous and strong, even
through our struggling process, in a greater sense. We tend to unify the destina-
tion and the process as to combine the pursuing process of our magnificent goal
with the pfactical struggling process. The youth’s Academic Library of Zhongnan

University of Economics and Law, funded by the university, is one of our specif-
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ic measures.

The guideline or academic theme of this Library lies first at promoting the
publishing of selected academic works. By funding them, an academic garden with
high~quality fruits can come into being. We should also make great efforts to form
the awareness and atmosphere of selected works and improve the quality and stand-
ard of our academic productions, so as to make our own contributions in develo-
ping such fields as finance, economics, politics, law and literate humanity, as
well as in working out solutions for major economic and social problems facing our
country and the Communist Party. Secondly, our aim is to form some academic
teams, especially through funding the publishing of works of the middle-aged and
young academic cadrerﬁan, to boost the construction of academic teams and en-
hance the strength and standard of our academic groups. Thirdly, we aim at mak-
ing a specific academic field of our university. By funding those academic fruits
which have some original or innovative points in their ideas, methods and vieWs,
we expect to engender our own characteristic in scientific research. Our final goal is
to form an academic school and establish an academic idea system of our university
through our efforts. Thus, this Library makes great emphases particularly on the
middle-aged and young people, selected works, and original academic mono-
graphs.

Sowing seeds in the spring will lead to a prospective harvest in the
autumn. Thus, Let us get together to cultivate this academic garden and make it

be opulent with academic fruits and intellectual flowers.

Wu Handong
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Abstract

The issiuing of the derivative bonds is one of the most important method to
raise money for listed companies and less development countries. The clauses and
valuation of derivative bonds are different from the traditional bonds. The book of
“Research on the Financing and Pricing of Derivative Bonds in China” focuses on
the convertible bonds and commodity — linked bonds. The book has two parts. On
one hand, the book analysis the relaition between the clauses of convertible
bonds and the pricing of its underlying stock. On the other hand, the book dis-
dusses the pricing of the commodity — linked bonds and its application on the fi-
nancing abroad.

The first part of the book is about the convertible bonds. The research ob-
ject of the paper is the triggered clauses of the issued Convertible Bonds ( CB)
in China. By use the important research method of corporate finance, the paper
analyze the relation between the triggered clauses and its underlying stock
price. Chaper 1 introduct the characteristics of the derivative bonds market in
China. After review of the references of the derivative bonds in Chapter 2, the
Chapter 3 to Chapter 6 proposes the research goal of the convertible bonds is that
“if the proclamation of trigger bring abnomal return or not” . The mail topic of
is the theoretical analysis on the derivative bonds. Chaper 4 gives the main meth-
ods and steps of the Event Study, which will be used following. And the Chap-
ter 5 tests the underlying abnomal affection bring by downward modify, called
and put clauses. The sample period is from 2002 to 2008, the sample corpora-
tions are the traded CBs in the Shanghai and Shenzhen Stock Exchange in Chi-
na. For the purpose of comparation, the research chooses the pre — event esti-
mation and the post — event estimation. The estimate pierods are 1 month, 6 |

months and 12 months. The result shows that, firstly, the abnormal return
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caused by the call proclaimation is most significant, the downward modify is the
following, and the last is the put proclaimation. Secondly, the design of the
CB’s trigger clauses can’t affect the price of underlying stock. And thirdly,
the fact of choosing the pre — event estimation or the post — event estimation can
not affect the results significantly. At last, different test methods has litter
difference on the results.

The second part of the book is about the commodity — linked bonds. The val-
uation of the commodity — linked bonds is linked with the price of the commodi-
ties. It is not familiar with the investors in China. The chapter 7 derived the gen-
eral model of the commodities derivatives valuation under the incomplete market
and test the model by use the data of the Shanghai Future Exchange. After that,
the book discusses the principal and the main methods to pricing the commodity —
linked bonds. As a application, the chapter 8 introducts the steps of the financing
abroad by issuing the commodity — linked bonds.
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