4 Af: - - L A < M ﬂ: ar i r
BaaaINENUNUG ﬂ'l‘i')l,ﬂ‘i"lu?m'N LFTHY ﬂ"lﬂGI‘SLﬂEI'J auNIIaan yuan

WU Nun mma‘su'su'w u,amuml,ﬂmamw

- Y dar & -~
Hagay WILUNAANG 19AENSNT
sHFETaAINEITMTIa AUNINATHIAVERT
=3 - o 4 hd ‘4 = -y o
AMENTINATIAUINIUNUE | BINTH AT, NNANA Asyndan  UszeIunIIIMS

o - a I'd o
SAFNEGAIIRNSY 99, 809 JUREWNE  NIINNIT

U

HINENEATINTY W Fyadudl  nITums

uNARYa

+*¥

. o ¢ o A ar vo¥ W s o«
ﬂ'ﬁ'lLﬂ'i’luﬁTl'NLﬂ‘iﬁﬁﬁ‘iﬁﬁlitﬂﬂ’éﬂﬂﬂﬂ‘iﬂaﬂ‘l/i‘u’ﬂ'lllﬂl HUD MUDATUIBLIUN az

9 u q

wuﬂuﬂammw mmﬂs,mﬂ 3 Uszms @e (1) & waﬁﬂmmwanmmmnumaﬂammﬂau
“tmaanwmuunu’lmma 5 (2) mammmmmwuﬁ 20IUIUN UAT ﬂunuﬂmamw
wae (3) Lwamaaummmmsdumswsnﬂim'nmﬂmuuumammq 9

Lwam"u-ﬁmmaﬂs.,mnmnan m‘sﬁﬂmua.,ﬂ'iauﬂawanmwaLammmﬂ
ﬁmmiwwmﬁﬂu,a-v'wmﬂmﬁmquwuu.avﬂanmwzﬂummwaﬂmwau,mﬂs.,mﬂ'lwﬂ Ty
wwil 2536-2538 nsdiAnmnanaedl 24 nydl Taelaweanily 2 swfa 1) M
Lﬂﬂzﬁm«ﬁaﬂlun"usﬁ'mmt?mnuwmﬁ'«mﬁ was 2) msﬂimﬁumﬂ'mé'a'nw%'wéﬂ'szmww%
u,a..,ﬂwm

Tusruusn lmmm‘sﬁﬂmmanummmnqmimmmmuﬂuua“waﬂmmfn‘numa
mamswaulmaanwmNuwuuma.;aﬁ wamsﬁﬂmwmﬁaﬂwmmaanamimmmﬂw
wmflumuﬂa ﬂamimaqumsmuimamwamm IJEJG!T]r»la(ilEI‘ULL‘VIH'&IENGTﬂﬂ‘HHLLﬂ"NEm‘S'I
mamaumelaq‘é'uwswaa»afmmmaﬂwmnauaﬂmwnﬁsu ﬁmswaﬂmmmmqmuﬂmm
?JmnammaummuNunummm‘nﬂummwmﬁwwmwumﬁulﬂlm mqmnuuw
mﬁaaﬂmﬂuﬂmnam‘smamu amﬂmwuﬁumamugaauu aw:nmanmsmmmsq
aaanselumIneeanie uay f'iﬂ'sqﬂ%éaﬁu wazlRdameauanzadnanms My
MTAMANAINIHE" waznEsannendy nsNRnTan tﬁmﬁaﬂ"‘ﬁmﬁﬂmﬁuﬂuﬁ
mmuﬁ’uﬁams’luwmvﬁumnﬁaﬂ 'annn"l'sﬁnmwuiﬂuﬂ"rﬁﬂmﬁuwuuéavﬁﬂﬁmm
awﬂt:ummamnm‘aﬂum'smﬂau“lmmﬂmqnu mmm'ma‘iﬂ'lﬂmuﬂa (1) waNNAMATNE

mam‘mmau‘lﬂaﬂmLquv;u‘lﬂﬂaanvﬁuqumnmﬂauaaSLtsuﬂﬂsaaaiu,iu‘n Usznauae




winnammslulaun ﬁﬂ:iﬁﬂ%w;aﬁ’uuawé'mmémwﬁauéaéwv:l'ﬁa;i’u unsnInamME
wan loun Amzamandnmiwes uﬁmw 2 wanwnamniikanamisaduladamBunu
Tﬂﬂaamﬁuwuﬂ wm‘mananmn1ﬂ‘lu1uuwamam‘smﬂﬁu‘l‘q muwamnmmmauan’lﬂun
anae mmwaﬂmwm AULA uwamamiwau‘lwﬂﬂim (100%) (3) wamﬂm‘nmwacﬂa
msmﬁu‘laawmum‘lﬂaaaﬂLﬁuwunmmaswm'ﬂﬂiuﬂaumﬂ wannammalugale
wh ansEnsalumsnzaantis aﬂﬂmuﬁuauﬂamumﬂawu ml‘saﬂﬁmawu wazAAT
aaniainee3 mundnnammauaniaun AEAMANEANIWE Lﬁmﬂ HWazNIE
ammﬂanwﬂaﬂ’luiumum wez (4) 'naﬂmmmwuNamamsmﬁu’haﬂmNunu‘Iﬂﬂaan
tﬁwunuﬂmamwﬂ‘sunaumﬂ winnammeluloun  sameandeines®  enu
aanselumsneaaniie m'l'saw.mawu uaz amﬂmwﬁ‘é‘umamuwnawu NN
nammevanloun sneamevannings (aey uaz nn.,amﬂﬂamuaaﬂ'luﬁ.,mum
Tusud 2 1rnm'sﬁnmn'ﬁﬂ'sol,uus'lﬂmanmwaﬂ'i“mwuua:ﬂwu Taouuaily
3 nsdide 1. msﬂ‘sumummwun 2. miﬂs.,mummmswsw uaw 3. msdsadiuna
wuﬂu,ﬂmamwaﬂatmmqm"mﬂ Asdif 1 m‘iﬂiumuﬂmﬁun WU Eiafuaasm
Taalauuudons Present Value a.,m"lwmmﬂa'mLﬂaau’lumimmmmmuaﬂwaﬂ ﬂa
Tmﬂmaﬂummﬂ‘mmmﬂawunavmmwmmwmmm'lmmmwumaml.wsmaﬂuaa nsdif
5 MIUsHEUTIAMIBTLTUN WU Tmﬂmaﬂua:mmmmmlanam‘sw‘lﬂﬂﬂummwmm
nmmmﬁnmmumam Original Black & Scholes &% wuvusnasy Adjusted Black &
Scholes Tumsennasenasusuniilalauuusians Original Black & Scholes warlaf
muLummummmwﬂmam‘mamamwwmmxmufgwmmmmnﬂmﬂmmmwawu
mmg’l.umﬂuﬂauwmamauaﬂ 180 U mmmm‘s'lmf-avm"lwmmmwmnsmmmaa'i
wsunladay war nadin 3 msﬂ*s.,mu':nmwunuﬂaqamwaﬂawumwﬁumﬂ WU
Imﬂmaﬂmmmmmawunuﬂmamwmn'nﬂm'nmmculﬂmnu.uumam Tumsénnn
ﬂmwunuﬂammw ma‘lmmm'\am Adjusted Contingent Claims Iﬁ government bond
yields LmuammwamammuﬂaqaumwzlﬁluummLﬁm wae lrmudesuwanasyumas
acmnamauummiawumum‘nmmmmﬂ‘nmﬂﬂ'i’mu‘zmwumum'lumwuﬂauﬁm 30
u mmmmmmﬂﬂwmmsnwmnﬁmﬂmwunuﬂaqamwaﬂaNumqﬂsumﬂlﬂmﬂwu




Thesis Title An Economics Analysis of the Issuing of Common
Stocks, Debentures, Debentures with Warrants, and

Convertible Debentures.

Author Mr. Narongsak Wongsitthigom
M.Econ. Economics
Examining Committee : Lecturer Dr. Songsak Sriboonchitta Chairman

Associate Prof. Dr. Aree Wiboonpongse ~Member

Assistant Prof. Pongsa  Viboonsanti Member
Abstract

This economic analysis of the issuing of common stocks, debentures, debentures
with warrants, and convertible debentures had three objectives: 1) To study the criteria
which affect the decision to raising capital in each method; 2) To calculate the price of
debentures, warrants, and convertible debentures; and 3) To test the price predicting ability
of the different models.

These. objectives were accomplished by studying the securities in the banking and
finance and securities sectors in the Stock Exchange of Thailand, during 1993-1995.
Twenty four cases were studied by separating them into two parts. These are (1) the
analysis of the fund raising alternatives, and (2) the price valuation of debt and equity—-
linked instruments.

In the first part, a study of the characteristics of firms desiring to raise funds and
the criteria which affect the decision to raise capital using the different instrumenis was
conducted. It was found that the characteristics of the firm desiring to raise funds had to
have growth in the last few years, have returns on equity and on assets higher than average
values of the industry. Where the criteria of the firm’s size and the amount of funds
desired determined possible methods it was able to use. Afterwards, the firm’s internal
factors which are debt-equity ratio, effective interest rate, interest coverage ratio, earnings
per share, and also the firm’s external factors which include stock market and interest rate

conditions were examined together in order to find the specific fund raising method that




was most appropriate with the company. From this analysis it was found that the decision
to using each method of raising capital gave different importance to different criteria. These
criteria can be summarized as follows: 1. The criteria which effected the decision to raise
capital by issuing common stocks with warrants or warrants including internal criteria were
the earnings per share and the debt-equity ratio, while external criterion was the “Bull”
market conditions; 2. Concerning the criteria which effected the decision to raise capital by
issuing debentures it was found that internal criteria had no effect on decision making,
while external criterion including “Bear” market conditions had 100% on decision
making; 3. The criteria which effected the decision to raise capital by issuing debentures
with warrants including internal criteria were the interest coverage ratio, the debt-equity
ratio, the earnings per share, the effective interest rate, while the external criteria were
“Bull® market and low interest rate conditions; and 4. The internal criteria which effected
the decision to raise capital by issuing convertible debentures were the effective interest
rate, the interest coverage ratio, the earnings per share, and the debt-equity ratio, while
external criteria  were “Bull” market conditions and low interest raies.

In the second part, a study of the debt and equity-linked instraments price predictions
was conducted by separaiing the predictions into 3 cases. These 3 cases are as follows: 1) The
prediction of debenture prices. 2) The prediction of warrant prices. 3) The prediction of Euro-
convertible debenture. In the first case it was found that when the debenture price was calculated
using the Present Value model the smallest amount of prediction error was achieved, ie. the
average market price of a debenture was only slightly higher than the predicted price. In the
second case is was found that on average the market price for warrants when averaged together
was higher than the price predicted using the Original Black & Scholes model and the Adjusted
Black & Scholes model. The combined use of both the Original Black & Scholes model and the
volatility of commeon stocks, which was calculated from the daily closing stock prices over a
180 day period, provided a greater ability of prediction of warrant prices than other models. In
the third case, the prediction of Buro-convertible debenture, it was found that on average the
market price of Euro—convertible debentures was lower than the predicted model price. When
predicting the Euro-convertible debenture price, the Adjusted Contingent Claims model used
the government bond yield rate as the proxy for the risk—free mte. The volatility of common
stocks was calculated from the daily closing stock prices over a 30 day period. This model gave
a better ability to predict the Euro-convertible debenture pncethan any of the other models
tested.




