Protective Covenants

Sinking Fund




Call Provision

Junk Bonds







Black-Scholes







matarity

unfunded debt ,
funded debt
















indenture

(1)
(2)
restrictive covenant
(1)
(2)
(3)
[ ]
1996 Anheuser—Busch
1996 5.3%, 1995 5.9%)
$155.5 1997 2001 ( 5.5% 8.0%)
95.0
8. 75% , 1999 250.0
5.10% , 1999 262.4
6.9% ,2002 200.0
6. 75% , 2003 200.0
6. 75% , 2005 200.0
7% , 2005 100. 0
6.75% , 2006 250.0
9% ,2009 350.0
7.25% , 2015
150. 0
7.375% ,2023 200.0
7% , 2025 200.0
157.4
$ BB 4

33.9



Anhenser—Busch $155500000
Anheuser-Busch  $262400000 /
$315400000
registration statement SEC
20
indenture

deed of trust
1

> W DN




5
The Basic Terms
$1000 principal value
denomination par value
accrued interest
[ ]
100 $1000
$100000 100, $1000
$1000
97, $1000 97% $970
12% 2050 1 1
2060 1 1 $100000
12% 1990 1 1
7 1 1 1
4 1 1
12% 12%
3% 100% 3% $30)
1 $60 $30

1 T 1 $30

100%

1%



7 1
15 12 15
coupon
bearer
$1000, 12%
Security

collateral trust bond

L]

$1000

collateral




mortgage security

mortgagetrust indenture trust deed
closed—end open—
ended
[ ]
1000
400
200 600
400
4/6 67%
100%

1914

blanket mortgage



debenture

Protective Covenants

negative
covenant

1

[ 2 B VR A

positive covenant

Sinking Fund




trustee
1 5 10
2
3
balloon
1
2
Call Provision
call price $1000
call premium 105,

$1000  105% $50



10

secured bonds

18.3.1

unsecured bonds

deferred call

call-protected

18.3.1




debenture
subordinated
junk bonds
1
income bonds
EBIT EBIT
EBIT

mortgage bonds

debentures

BB Ba

LBO

Derxel Burnham

EBIT



closed—end mortgage

open—end mortgage blanket mortgage bonds

after—acquired

clause

collateral trust bonds

equipment trust certificates




S&P 18.4.1

18.4.1






low—grade bond
high-yield bond junk bond
investment grade

BBB Baa

18.4.1

18.4.2

18.4.3 1993-1995 S P



18.4.2

= + /
= /
/ = + /
= + /
% - )/
= / +
/ +
18.4.3 1993 1995
AAA AA A BBB BB B CCC
13.509.67 5.76 3.94 2.14 1.51 0.96
17.08 12.80 8.18 6.00 3.49 2.45 1.51
% 98.2 69.1 45.5 33.3 17.7 11.2 6.7
/ %60.0 26.8 20.9 7.2 1.4 1.2 0.96
% 29.3 21.4 19.1 13.9 12.0 7.6 5.2
% 22.6 17.8 15.7 13.5 13.5 12.5 12.2
% 13.3 21.1 31.6 42.7 55.6 62.2 69.5
% 25.9 33.6 39.7 47.8 59.4 7.4 61.1




Junk Bonds
BB Ba
18.4. 4 1 27
3 1971
1.24% 1991 10.27% 2%
20 70

Michael Milkin

Brexel Burnham Lambert



18.4.4 : 1971 1997
1 2 3
1997 $335400 $4200 $1.252%
1996 271000 3336 1.231
1995 240000 4551 1. 896
1994 235000 3481 1. 454
1993 206907 2287 1.105
1992 163000 5545 3.402
1991 183600 18862 10. 273
1990 181000 18354 10. 140
1989 189258 8110 4.285
1988 148187 3994 2.662
1987 129557 7486 5.778
1986 90243 3156 3.497
1985 58088 992 1.708
1984 40939 344 0.840
1983 27492 301 1.095
1982 18109 577 3.186
1981 17115 27 0.158
1980 14935 224 1. 500
1979 10356 20 0.193
1978 8946 119 1.330
1977 8157 381 4.671
1976 7735 30 0.388
1975 7471 204 2.731
1974 10894 123 1.129
1973 7824 49 0.626
1972 6928 193 2.786
1971 6602 82 1.242




Perry

Taggart



plain vanilla

fixed-dollar
obligations ,

floating-rate bond

30
1974 1989 8§ 5
90 1%
7 1 3 4 5
6
put provision floor—-and—ceil-

ing provision

(1

(2)
8% 14%




original-issue discount bond deep—discount
bond pure—discount bond zero—coupon
bond 7Zeros
$1000 10%

$621, $621=$1000 1.10 »



$1000000
$1000000
$1000000
$1000000
15
15 4 $150000
$150000 15
$150000

$1000000




termloans private placement

1 15
1
2
3
4
5
Hays Joehnk Melicher

yield to maturity 0. 46%



bond refunding

Richardson 10

$10000000 12% $500000,
25 Richardson $10000000

10% 10%
$450000 15

9%
40%
(1 (2
3 tax saving

ATCF,




ATCF ==$10000000 0.10  1-0. 4
=-$600000
$1000000 0.40
$1000000 =$14000000 $600000
ATCF,
ATCF,=  $450000
0
ATCF,  $500000 15/25  0.40
$120000
$500000 15/25  $300000
$300000 0.40
$120000
ATCF,  $10000000 0.12 0.09 1/12 1  0.40
$15000
12%
9% $10000000
0.12-0.09 1/12  -$25000 0.40 $25000  $10000
~$15000
CF, ATCF, ATCF, ATCF, ATCF,
$600000  $450000  $120000  $15000

$945000



ATCF, . $10000000 0.12-0.10  1-0.40
$120000
$10000000 0.02 $200000,
$200000 0.40 $80000
$200000-$80000  $120000

ATCF, .= $450000/15-$500000/25 0. 40
=$4000
$30000-$20000=$10000
$10000 0.40  $4000

CFn=ATCF ATCF

1,1-15 2,1-15
$120000 $4000
$124000

12




ATCD = K, 1-T
= 10% 1-0.4
= 6%
[ )
$124000  $124000 $124000 $124000
T T T T(s%
0 ! 2 3 15

-$ 945000

6%

PV=-$945000  $124000 PVFA

-$945000  $124000 9. 7122
$259313

18.7.1



18.7.1

PERTOD CF,, CF, R, 0C,
0 ~$945000 0 0 0
1 0 $124000 $200000 0
2 0 $124000 $200000 0
3 o  $124000 $200000 0
4 0 $124000 $200000 0
5 0 $124000 $200000 0
6 0 $124000 $200000 0
7 0 $124000 $200000 0
8 0 $124000 $200000 0
9 o  $124000 $200000 0
10 0 $124000 $200000 0
11 0 $124000 $200000 0
12 0 $124000 $200000 0
13 0 $124000 $200000 0
14 0 $124000 $200000 0
15 0 $124000 $200000 0

PERTOD DC, DEC,,, DC,, FAT
0 0 0 0 0
1 $10000 $30000 $20000 0
2 $10000 $30000 $20000 0
3 $10000 $30000 $20000 0
4 $10000 $30000 $20000 0
5 $10000 $30000 $20000 0
6 $10000 $30000 $20000 0
7 $10000 $30000 $20000 0
8 $10000 $30000 $20000 0
9 $10000 $30000 $20000 0
10 $10000 $30000 $20000 0
11 $10000 $30000 $20000 0
12 $10000 $30000 $20000 0
13 $10000 $30000 $20000 0
14 $10000 $30000 $20000 0
15 $10000 $30000 $20000 0




Richardson

ATCF, $5000000 10/25  0.40

$80000
CFn=ATCF, ,  ATCF,
=$120000  $4, 000

$124000
6%
PV=-$945000  $124000 PVFA
=-$945000  $124000 7.3601
$32348



10

11.

12

13

14

15

16

17




18
19 Phelps 800 10%
a + 4
b.
c 0.5
Phelps 200 40% 4000
3000 50%
10%
20 Alvarez 12%
14% 40%
a.
b Powder Milk
40% Alvarez
Alvarez
21 175 1
153. 2 6.3 531.4



22.Roy’ s Orbs 9 200
Tammy
48. 2
a.
b. 3
23 Gillis 2000 13 5%
1000
100 12.21%
14. 6%
24 5 Zapada 990 5000
10% 25 1100
10
a 5
b. 1000 20
8% 25 Zapada
Zapada
25 Crakow 1000 10
11.40% 12% 5




9% 10% 11% 12% 13%
0.1 0.2 0.4 0.2 0.1
20
a. 10
b 5
7% 9% 11% 13% 15%
0.2 0.2 0.2 0.2 0.2
26
27 0.K. 950 8%
100 9%
5%



b 950
28 Lost Dutchman

100
2
100
b 200 240
570
29. Mel Content Penultimate
a.
b.
c. 5
30 U.S.Zither
USZ
12%
990
10

20

7
2
0.50
100 60
¢ 100
10
1
a
a b
14% 5000
1000
100
1140

20

300
250

100

25
25
1%

40%







10

10




0.25%  0.50%

0.25% 0. 75% 100
0. 50% 3
$1000000 x 0.005 x 3 /12 =$1250



0.50%

0.25%

0.50%

90




4.
2 30 30
Merrill Lynch
Lehman Brothers CS
20 80

70

20

20 70

80
Goldman Sachs

CS First Boston

415

20






600






lease

19.2.1

IBM



1 1 —>| 1
2 2. 2
A
v
19.2.1

direct lease

IBM

sales—type leasing

IBM

operating lease



1)

2)
3)

financial lease

1)
2)
3)
4)

1 Sale and Lease-Back



1
2
23
1 “ ”
2 Leveraged Lease
1
2
40% 50%
3 19.2.1
1976 11
offbalance-

sheet financing




1976 11 FASB 13 “ ”
FASB
FASB
19.2.1
$100000 $100000
19.2.1
19.2.1 FASB 13
$100000 )
$100000 $100000
100000 100000
$200000 $200000
(
$ 0 0
100000 100000
$100000 $100000
)
— $100000 — $100000
100000 100000
$200000 $200000




(1)
(2)
(3)
(4)

$200000
10

19.2.1
19.2.1

FASB

75%

bargain—purchase—price option

15
$178000

90%




IRS

(1) 30
(2)

(3)
(4)
(5)
(6)

MACRS



Richardson
$300000
$1000000
$100000
40%

ATCFL, ,=-$300000 1-0. 40
-$180000
0
ATCFO,  ~$1000000

0

$40000
10% Richardson

ATCFL,

0.40 $300000 =$120000

ATCFO,




ATCFO, =[ $1000000-$100000 /5]0. 40-$40000

$72000-$24, 000
$48000

ATCFO,  $100000

ATCD=k, 1 T
10% 1 0.40
6%

-$180000  —$180000 —$180000

-$180000

1-0. 40

-$180000

6%




$100000

-$48000  —$48000 -$48000 -$48000  -$48000

?

0 1 2 3 4

0
5 6%

—-$1000000

PV, -$180000 PVFA,,
-$180000 4.2124
-$758232

PV, -$1000000  §48000 PVFA_ . $100000 PVF_
~$1000000  $48000 4.2124  $100000 0. 7473
-$723, 075

-$180000  -$180000 -$180000 -$180000  -$180000

bttt

0 1 2 3 4 5

6%




$48000 $48000 $48000

$100000

$48000 $48000

-$1024000

PV =-$180000-$180000 PVFA,,
~$180000-$180000 3. 4651

~$803718

PV,=-$1024000 ~ $48000 PVFA_,,
-$1024000  $48000 3. 4651
~$729140

Richardson
1 40%
8.33% 3

+ $172000 PVF
+ §172000 0.7473

9
5 6%

6%, 5

2



0 LATCF,
LATCF =-$1000000

LATCF _=[ $1000000-$100000 /5]0.40-$40000 1-0.40 + $300000
1-0. 40
$72000-$24000  $180000
$228000

LATCF_=$100000

$100000

$228000 $228000  $228000 $228000 $228000

1 2 3 4 5 5%

—-$1000000




ATY
ATY=8 /% 1-0.40
=5%

PV $1000000  $228000 PVFA. .  $100000 PVF_
$1000000  $228000 4.3295  $100000 0. 7835
$65476

$228000 X
PV 0
0 -$1000000 X PVFA,  $100000 PVF_
-$1000000 X 4.3295  $100000 0. 7835
X
X $212876.77
X LATCFi
$212878. 77=[ $1000000-$100000 /5]0.40 -$40000 1-0.40
1-0. 40
§72000-$24000 Y 0.6
$274794. 61

indifference point
MACRS
THE FINANCIAL MANAGER PROJECT
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10
11
12
13




14

15

d.
e.

16 Burger Rex

300 3 300
3
0. 5% 1%
1. 5%
140 160
4 5 6 100

a 6

b.

17

a. 4.6 11% 6

b 21 5 47030



c. 8% 7 1.6
d 16.5 10% 24412
18 Blivet 10 8
Blivet—degreasing 8000 5
8
1.6 14%
40%
19 Eva Forlines 60 5 Cattle person’ s
14% 5
20 1 1 Acme Aglet 4
300 4
300
0.6%
300
12 31
$ 7 $3
10 (8 ) 5
9




“ fit-to-be-tied”

a. 26
b 13.8
c. 77.3
22 Volt
18600
a. 12%

23 Fez Fabulous
3

1.

12%

24 Valequez Ranches
5

25
250
13% 5
6% 9
9% 10
8
4000
10
35%
8

24%

150



5 1.6 30%
1 9
10% 5
25. Locke 3
6
11% 12% 16332
a 1

26

27.
28
29
30.
31
32
33
34.
35
36




37
38
39. FASB 13 ! ?
40

41 NAFTA
42
43
44.
45 Golden
$50000000 13% $2000000,
25 $50000000
10% 10.5%
$1500000
8%
Golden 40%
46 Singhal 20
$20000000 11%
$20000000 9% 10%
$900000  $960000, 30

8% Singhal 40%

47 Monet
$10000000 12% 30 Monet






CART

1970

30

1993 CART
1993 5

CART
CART

CART

CART

CART
39
62 46
$307000000
$5000
6 15 12 15
K AMAC
Standard Poor Moody
AAA  Aaa CART
G H I
K
K
NationsBank
K












1

option
European

option expiration date

American option
striking price exercise
price exercising
the option
call option “

" 1999 12 31 $500000

put option

! $10000



[

John MacDonald European call option
19x 4 10 15 $25 Martin
100
20.1.1
$25
“ " out of the money
$25 “ ”
in the money $30
$§5 $30  $25 100 $500 $35 $1000
$)
30 -
20 —
10 -
0 | | | | | | |
0 5 10 5 20 25 30 40 45

$)
20.1.1




John Mac Donald

premium
Lisa Mac Donald European put option
19 x 4 10 15 $25 Martin
100
20. 1.2 $25
0 1 ”
$ 2 5 “ ”
$20 $§5  25-$20 100
$500 $15 $1000
Lisa MacDonald
$)
30
20
10
0 | | | | | | |
0 5 10 15 20 25 30 40 45
$)

20.1.2



sell write

$50
$50
$50
$40
$50
$50

$10

$10

$60
$60
$50  $60
$50
$40  $50
20.1.3
$50

$50

$40

$50




ST ST
50
L 0 L .
50 50 50
$) $) 0 €;
_50_
20.1.3
20.1.1 1998 4
Wall Street Journal
20.1.1 Microsoft
90 3/8 85 6 1/8 9 3/4 9/16 31/2
90 3/8 90 2 9/16 7 1/4 2 5
90 3/8 95 11/16 4 3/4 5 8




$90 3/8

$61/8

$612.5 100x $61/

$29 16

$55

20.1.4

$)

1998 4 1
$85
100
8 $90
$85
$50
+
$)
+
500 50
0 50 0
s, $)

20.1.4

50

0 50 Valus of




20.1.4 20.1.1
20.1.4 20.1.3
$55
$44 $58  §$34
$58 $34
$58 $34
0 $21 = $ 55 = $34
-$ 3 = —($58-$55) 0
$55 $55

$55



$58 $34

0 0
$55 $55
$55 $55

$55
$44 $7
$1 10
$50 $44 $7 $1
$50 $55 10

$6 $49 12.2 $55




$49 1

44 7 1 50 _2

put—call parity

100 19

Russell Sage

$60
$50 $10



$9)

1 -$9
2 -$50
3 +$60
+$ 1

arbitrage

$10 $60  $50
$10 $10
$60

20.1.5

O s W DN

20. 1.5




20.1.5

Exercise Price

Expiration Date

Stock Price



20.1.6

4 The key Factor The Variabil-
ity of the underlying Asset
$100 0.5 $80
0.5 $110

20.1.6




$20 $20 $60  $120
1/2 x $80 1/2 x 100 $90 1/2 x $60 1/2 x $120
$120
$10
20.1.7 A
A B
B
20.1.7 A
B A




5

The Interest Rate

20.1.2

20.1.2




Black-Scholes

Fischer Black Myron Scholes 1970

OPM 1
2 3 4
5 6 Robert Merton
Black Scholes
C SN d  Ee “N d, (20. 1. 1)
In i krf o’ t
d E 2 (20.1.2)




d, d o t

C

S

N d, d,

d, d,

E

e 2.7183

krf

t

o

20. 1.1 20.1.2
d2
[
Meffe $25
$25
10
20.1.2
25 0.01
" In —25 0.10 2_)1
0.10(1
0 0.105
0.10
1.05

(20.1.3) , d

(20.1.3)

20.1.3

10




20. 1.3
Z 0 j 2 3 4 5 6 7 8 9
0.0 5000 5040 5080 5120 5160 .5199 5239 .5279 5319 5359
0.1 5398 5438 .5478 5517 .5557 .5596 .5636 .5675 5714 5753
02 5793 5832 5871 5910 .5948 .5987 .6026 .6064 .6103 6141
0.3 6179 6217 6255 6293 6331 .6368 .6406 .6443 .6480 .6517
0.4 6554 6591 6628 6664 6700 .6736 .6772 .6808 .6844 6879
0.5 6915 .6950 .6985 7019 7054 .7088 .7123 .7157 .7190 .7224
06 7257 7291 7324 7357 7389 7422 7454 7486 7517 7549
0.7 7580 7611 7642 7673 7703 7734 7764 7794 7823 7852
0.8 7881 .7910 .7939 7967 7995 .8023 .8051 .8078 .8106 .8133
0.9 8159 8186 8212 8238 8264 .8280 8315 .8340 .8365 .8389
10 8413 8438 8461 8485 8508 .8531 .8554 8577 .8599 8621
1.1 8643 8665 8686 8708 8729 8749 8770 .8790 .8810 8830
12 8849 8869 8888 8907 .8925 .8944 8962 .8980 .8997 9015
13 0032 9049 9066 9082 9099 9115 9131 9147 9162 9177
14 9192 9207 9222 9236 9251 9265 9278 9292 9306 9319
15 9332 9345 9357 9370 9382 .9394 9406 .94i8 9430 9441
1.6 9452 9463 9474 9484 9495 9505 9515 9525 .9535 9545
1.7 9554 0564 9573 9582 .9591 .9599 9608 .9616 9625 9633
18 9641 9648 9656 9664 9571 9678 9686 9693 9700 9706
19 9713 9719 9726 9732 9738 .9744 9750 .9756 9762 9767
2.0 9772 9778 9783 9788 9793 .9798 .9803 .9808 .9812 9817
2.1 9821 9826 0830 9834 0838 .9842 9846 9850 9854 9857
22 9861 9864 0858 9871 9874 9878 9881 9884 9887 9890
23 9893 9893 9898 9901 .9904 9906 9909 9911 9913 9916
24 9918 9920 9922 9925 .9927 .9929 9931 9932 .9934 9936
25 0038 9940 9941 9943 .9945 9946 0948 9949 9951 9952
26 9953 9955 9956 .9957 .9957 9960 .9961 9962 9963 9964
27 9965 9966 9967 9968 .9969 .9970 9971 9972 9973 9974
2.8 9974 9975 9976 9977 .9977 .9978 .9979 .9979 9980 9981
20 0981 9982 9982 9983 9984 .9984 9985 9985 9986 9986
3.0 9987 9990 9993 9995 .9997 9998 .9998 9999 .9999 10000



d,=1.05-0. 10(1)
=0. 95
20.1.3
N d 0
d=1.05 N d, =0.8531 d,=0.95 N d, =0.8289
20.1. 1
=25(0. 8531 —$25e1°™W (0. 8289)
=$21. 3275-$25 (0. 9048) (0. 8289)
=$2. 58
$2. 58

Black——scholes

90
100 10
10




20.1.8
100
20.1.8 90 95
=12
V=2
IV = 10 -8
=5
™w=3
s TV =5
V=0
=90 =95 = 100
1 v—
] IV—

20.1.8



0.5 $400 = 0 + $400
0.5 $800 = $ 400 + $400
$400
$800 $600 0.5x $400 0.5x $800
$400
= +
0.5 $ 200 = 0 + $ 200
0.5 $ 1,000 = $ 600  + $ 400



0.5x $600

$400

$600 0.5 x $200

0.5x $1000
$300 0.5x 0

$200 0.5x 0 0.5x $400

$400

milking the firm



$10000

$20

10

$500000
10000

$16 $4
$4

NPV




1390000

OPEC

$5

110000

10000

$35

10000

$5

OPEC

35 16 x 10,000

500000

0. 10

NPV
4x 10000
500000
0.10

NPV

NPV $110000

$5

NPV

$35



$35

$10000

NPV

$10000
$500000
$500000
$35 NPV $1390000
$500000
NPV




warrant
sweeteners
$50
$25
2 3 2. 54
12 1
12 13

12

14
Alleghany



15 40
46
Black Shoals
2500 11
30 4 1000
$ 25 $ 25
10 $ 10 $ 10 § 11
2
40 40 40
50 $ 50 $ 53
50 $ 75 $ 78




30 10
300 300

equity kicker

24

“ ” $1.052

$3. 7691
$13.5085 3.584x §3.7691  $13.5085

merger warrant

1990 4 26

$§3 1 8
80

20.2.1
$13. 5085

0

1996

1986

279

3.584

11

$12 1

11

24



=$31/8

$ 12 1/8
20.2.1
$13. 5085

3.584

1990 4 26

(1)

(2)

(3)

(4)

(5)

1990

4

26

3.584

$13. 5085




$10000 10
$1000
$12200
, 11
$1000 $1200 $13200 11

$1000

$12200
$1220 $12200 10

$10000
$1000
$13200 12200
$200 $1200
10

$220 $1220-$1000

20.2.2

Black—-Scholes



40 [
30 [7
20 s
/3///
-~
-

10 | PR aid

—

// /

0 //// 7

20.2.2

GAAP primary
EPS fully diluted EPS
right
“ " simple EPS




[

Meffe $5500000
1000000 $50
200000
200000 ($25)
$ 50
100000 )

100000 200000-100000

$ 5500000

1000000+100000
$ 5.00

=W DN

$25



20.2.1

Walt Disney Co.

Travelers Group

Monsanto Chemical Company

AlliedSignal Corporation

Coca—Cola Company

Hercules Inc.

United States Surgical Corp.

First Bank System
Enron Corp.
Alcoa

*

Michael D.Eisner
Sanford I.Weill
Robert B. Shapiro
Lawrence A.Bossidy
Robert C.Goizueta
R.Keith Elliott
Leon C.Hirsch

John F. Grundhofer
Kenneth L. lay

Paul H. 0" Neill

8000

6963.

2950
1800
1000
1191
1500

753
1417

693

L
$617280

250969
110824
63195
57560
56965
50625
49472
47658
41508

20.2.1

1996



Starbucks

Howard Schultz

20. 2.1

freeze—out period



o 2

20.2.2

US Surgical

2600
20.2.2
20.2.2 1994 1996

Walt Disney Cno. Michael D.Eisner ¢ 617280 $20.65 $212.769
Trave lers Grup Sanford I.Weill 250969 28. 4 97892
Monsanto Chemical Company Robert B. Shapiro 110824 20.0 37809
AlliedSignal Corporation Lawrence A.bossidy 63195 19.5 21391
Coca—Cola Company Robert C.Goizueta 57560 17.8 18980
Hercules Inec. R.Keith Elliott 59965 22.2 20127
United Stated Surgical 50625 50. 1 26585
Corp. Leon Hirsch 49472 18.7 16539
First Bank System John F.Grundhofer 47658 22. 1 16812
Enron Corp. Kenneth L. lay 41508 21.7 14549

Alcoa Paul H. 0" Neill




r 0.07

0.2065 * 0.0426

C = SN(Q)—Eeﬁ‘N(dQ

d = [(+1/20 % t]/ [ =0.9889

d, = d;‘J?;__50.9892—0.4615:0.5271
N d’t 0. 8386

N d,  0.7009
e 0.7x 5  0.7047
617280 0.8386  0.7009 x 0.7047

C 212769. 4

20. 2.2

$25 100 2500
100

2500



ABC 100 $30
$50 2000
500 500
25 30 83
$50
30 100 2000
3000 800 500
300
2000

500




30



300000

30000
$1000 $1100
$1200
$1000

300000 x $1200
50000 x $1200

300000 x $1000
300000 x $1100

20.2.3

15
= $360/1.15 + $360/1. 15 + + $360/1. 151
= $1807000000

= $360/1.15 + $360/1. 15> + $360/1. 15° +
$60/1. 15+
= $60/1. 15




= 300000 x 1200
1/2
|—
= 300000 x 1200 1/2
= 500000
% 1200
A
= 300000 x 1200
1/2
|
= 300000 1/2
x 1200 = 500000
X 1100
20.2.3
= $ 986000000
= $300/1. 15 + $300/1. 15% + + $300/1. 15
= $1506000000

$300/1.15 + $360/1. 152+ $300/1. 15° +

$330/1. 15%+ + $330/1. 15%



= $1588000000
50

GNP

15

1 2 x §$1807000000 12 x 986000000

$1396000000
50000
1 2x $1506000000 1 2
$1588000000
1547000000

$1547000000  $1396000000
$15000000
$151000000




IRR 10
NPV
$10000
$20000
9.3

25000000

10.3
-$68000

NVP

$160000

20

10.3

$30000
80

10.3
$27500000/1. 093









$
NPV
0.0 rk IRR (r
20.2.4
r NPV

NPV




20

convertible security

conversion ratio
conversion price

conversion premium ratio

[ ]
Lisa MacDonald $1000
$42
$1000 20
1000
20
50
50 42
42



Record

40

20
15

20 $50
$25

Standard Poor s Bond Guide
Moody’ s Bond

Convertible Securities




Value Line

Options and convertibles

conversion value

[ ]
John MacDonald 20
$42
=20($42)
= $840
straight bond value
[ John Mac Donald
25 8
10
v 40 40 40
* 1.05 ! 1.05 2 1.05
40 PVFA, 1000 PVF,
40 18. 2559 1000 (0. 0872

730. 24 87. 20
817. 44

$1000

1, 000

1.05 %



floor
value

1 ” “

minimum value

$1000
20.3.1

conversion premium

2,000 |

1,800 |- /

1,600 | /

1,400 7

1,200 |- y

1,000 |- z
800 -,

600 | J/ Straight bond valne
400 /
200 -

0 20 40 60 80 100

20.3.1




[ ]

Meffe 10

$15000000 20 1200000
$60 EBIT  $10000000
20.3. 1

EBIT $10000000 $10000000
1500000 0
$8500000 $10000000
40% 3400000 4000000
$5100000 $6000000
1200000 1500000
$4. 25 $4. 00




20. 3.1
15000
20
ABC
36
50
46

50

$1000
300000
40
ABC 1800
ABC
15
1800
18000000
— 391305
46
39. 1305 10. 8695

$1500000 0.1 x $15000000




20

1080

54

15

1000 50
1080
54



15

50

62

56




10



$22
$42. 50




20.3.2

CB

CB

MM

3

20.3.2
Modigliani-Miller MM
MM

MM



$20 10
6 $800
40 $800/$20

$20

$25

40 $1, 000

40 $25
$20 20

20.3.2




20. 3.2

20.3.2



20.3.3

20.3.3

10

15

10%

15%




30

force conversion



Ingersoll 1968 1975
124
44%

30
30




N O O =~ W

10.

11

12

13

14
15

16.

15

17.

Black Scholes
EPS EPS EPS

Ed Johnson
$50 Johnson
$60

Harriet Flowers

19 x 4
100

19



18. (

19

20

19x 4
21

$30
22

23

24

25

26

8

15 $50 McMaster
$45
$40
Kay Singley McQuality
$35 19x 4 7 15
$40
Carlos Valdez $7
Eagle 100 $40
15 $50
EPS Howerton $7500000
1000000 $40
250000 ?
10 20

100




27

28

29

30

31

32
33

34

35

36

37.
38 Barnaby

4

50

50

21

ii









44 Faversham 43 10
440 410
45 Rambutan 1000
1 20 8
1000 50 2 20 12
1000 200 4
40 40
20
5 $5000000
10000000
15000000
$30000000
a.
b. a
C. Rambutan 75 2
46
16 2/3 50
1000

47




N P, E
@ 5 g0 $400
(b) 10 10 60
() 2.3 4 10
(d 3.54 27.125 35. 40
48 Alexander Zinc 7
106 1000
1060 1000 34 7
43
a.
b
49 Jenni shover 60
3 18
6
—_————
_ v %6 %18 %0 %22 %24
o 015 02 030 020 0
a.
b. 6
c.6
d

50 45 2



26
10 50
2
a. 1
b
C.
DDI 1200
24
DDI
DDI
$25000000
$49000000
1 2




DD1
1 $16.00 10000000
$16. 50 2 $130000000
$149000000
$126300000 $275400000 3
$1000 13 2003
$1065
8
30 $18.17
9
1.
2
3 $12.00 $14.00 $16.00 $18.00  $20.00



20

70




MGRM
1993
MGRH 10
1993 170

MGRM

10 MGRM
MGRM
MGRM
Procter and Gamble
Greeting Cards

Nicholas Leeson

Piper Jaffery funds

derivative

MGAG
1994
MGAG

65

Gibson

Barings



primitive underlying

hedging

speculating




forward contract

$10

2 1

taking delivery



21.2.1

$10. 00 1. $10. 00
2.
1.
, 2. $10. 00
$10. 00

deliverable instrument

$10
making delivery 21.2.1
2 1




21.2.2 19x 1 9 15

/

411 416 1/4 407
427 432 1/4 422

X2 430 1/2 436 426 1/2
409 443 1/2 404
375 376 1/2 369

407 -6 1/4 421 272 423
423 1/4 -5 1/2 432 1/4 289 47454
427 -4 1/4 436 323 42823
405 -5 1/2 420 330 3422
370 3/4 -6 3/4 395 327 4805

future contract

$4.1625 $4.07
closed settled
$0. 0625

$2.72
9 15

$4.07

cash transaction

21.2.2 19x 1
$4.11
$4.07
$4.07
$4.1325 $4.07  $0.0625
$4.21

contract outstanding

423

$4.07



netting-out

to the market
$0. 02

$0. 02

$0.07 $4.12-$4.05

$0.07

$4. 12

24

$4.12

$4. 05

$0. 07

$0. 02

mark

$0. 02

$0. 02

$4.12

$4.07




$4.07 -$0.02  $0.07-$4.12

$4.07
$0.02 $0. 07 $4.12
$4.07 $0.02-$0.07 $4.12
$4. 07 $4. 07
$4.07
$4.07
$4.07
mark—-to—the—market
$4. 07
21.2.1 “ "

$6. 00 $10.00



9/19 9/20 9/23
$4.07 $4.05 $4.12
$4. 12
$4. 07
$0. 02 $0. 07
-$ 4.07(-$0.02+$0. 07-$4. 12), $4. 07
$4.07 $4.12
$0.07
$0. 02
$4.07($0.02 - $0.07 + $4.12), $4. 07

(1) , (2)




$15. 00

20

70

W.C.Fields :

20 70 Hunt Brothers

10



21.2.3

50000

$3.75

$0. 3
$3.45 =$3.75-$0.3




21.2.3

(CBT)

(KC)

WPG

44, 000
40, 000
30, 000
40, 000

CME

10

37,500
50, 000
15,000
112, 000
142, 000
150, 000

CSCE

CTN

25,000
100

50

100
5,000
1,000
1,000
42,000
100
42,000

CMX

NYM

62, 500
100, 000
100, 000
12.5

125, 000
125, 000
1, 000, 000

IMM

LIFFE




$3.75
$3.75
short hedge




21.2.1

long hedge

20 70



21.2.1

(1)

PF




20






3 1 2 $1 000
41
40 21.3.1
21.3.1
Progw  conr 40 40 40
Lr I r, *? I or, 3 I r, !
40 1, 040
1 r,, 10 1 or, o (21.3.2)
9 1
0 3 1
1
3 1
I r,?
1
$1 040 41 —
ror, "
0 1/ 1
rl
13 9 1
0 ”
0

21.3.2 21.3.1



0 1 2 3 39 40 41
I
+$40 +$40 +$40  +$40 +$1040
(-P,,)
I
- +$40 +$40 +$40 +§40  +$1040
7PFORW*C0NT
21.3.1
3 2
21.3.1
21.3.2
40x 1 T, 40 x 1 r, 40x 1 r,
PFORW‘CONT 1 T+ 2 1 T 3 1 r 4
2 3 4
40x 1 1, 1,040x 1
Lor, * 1o, " (21.3.3)
21.3.3 r, 21.3.3
3 2 21.3.3
1
r T T




21.3.3



20

$1, 000000-$940000

3 1

20 12

1
20
60

4 30
15
15 12

$940000
4 15 12
$1050000

$50000 $1050000-$1000000

21.3.1

3 1
3
20
$60000




21.3.1

4 15 12%
$1000000 (
$940000)

$1000000

$60000
($1000000-$940000)

12%
$1000000 (
$1050000)

$1000000

$50000
($1050000-$1000000)

origination fee

1 $10000 1

0.03 $300 0.03

x 1000000

x $1000000



21.3.2 “ ”
3 1
10
$100000 10 $1000000 $100000 x 10
21.3.2
1 20 , 12% 10
$1000000
15 ,
$1000000

$1000000




10

10



advance

12 $1, 000000
5 1

12

12

21.3.3

commitment

$1, 000000




21.3.3

15

$1000000

20 , 12%
20 , 12%

10

long hedge



1.
$110
$100
110
100
1.10
161. 05
100 @ —m8—
(1.10)5
8 12
10 $100
12

10

$161. 05

21.3.4




21.3.4

$110
8% $101. 85= —— 610,61 316105
1.08 Blm—————
' (1.08)5
$110
10%  $100. 00=—— 6100, 00— S16105
1.10 0
$110
12%  $98.21= so1 3. 16105
1.12 T
k
2.
10 1
10
1 10 10 10 110
100 0
1. 10 1.10 ® 1.10 °® 1.10 * 1. 10
1
1 1
65. 88 1 1

L10  qp 2 .10 1.10 * 1.10



21.3.5
10%
$10
8 510799 N $10 $10 N $10 $110
1.08 (1. 08)2 (1.08)3 (1.08)* (1.08)5
$10 10
10% $100. 00= ~—— $—+ $10 + $10 + _$110
1. 10 (1. 10)2 (1.10)8 (1.10)* $(1.10)°
$10 10 10 11
12%  $92.79= — + i L . S0
1.12 (1. 12)2 (1.12)8 (1.12)* (1.12)°
10%
$1 $1 $1 $1 $101
8% §72.05= —— + + +
1.08 (1.08)2 (1.08)° (1.08)* (1.08)°
$1 $1 $1 $1 $101
10% $65. 88= —— + + o —
1. 10 (1. 10)2 (1.10)3 (1.10)* $(1.10)°
$1 $1 $1 $1 $101
12% $60. 35= + i
1.12 (1. 12)2 (1.12)3 (1. 12)* (1.12)5
8 12
22.3.5 10 1
8 12
10 8 10 12




10%

1%

$107. 99

$72.05

10

10% 8% 7.99%= — -1 9.37% = -1
$100 $65. 88
92.79 $60. 35
o 10% 12% —7.21%=$— -1 -8.39% = -1
$100 $65. 88
1 10
1 10
1 10
3.
“ " duration
10
1 $10
2 $10
3 $10
4 $10
5 $110
1



1

0%

1 $ 10 $ 9.091
2 10 8. 264
3 10 7.513
4 10 6. 830
5 110 68. 302
$100. 000
2
$100
1 $ 10 $ 9.091 $9.091/100=0. 09091
2 10 8. 264 0. 08264
3 10 7.513 0.07513
4 10 6. 830 0. 06830
5 110 68. 302 0. 68302
$100. 000 1. 00000
68. 302
3
1 x 0.09091+2 x 0.08264+3 x 0.07513+4 0.06830+5 x

0.68302  4.1699




4.1699

4.1699
10
4. 1699
4.8742

$1
$10

4.1699

10

10

10



10

- 500
275

40

150

$1, 000

$ 400
300
200
100

$1, 000

DS W O

14. 8

10

10 9




1
256 0 x %30 % O 1oz
10 4 10 2 10
0.4 1.5 21.3.4)
2 x 4.8 x ——
10 10
4 3 2
956 0 X — 1 x— 10 x — 21.3.5)
9 9 9
9. 56
10 9
x x 21.3.6
21.3.6
(1)
X /

2.56 x 10 9
=2.84



21.3.5
2.56 x 10 2.84x%x 9
(2)
X /
2.56 x 9 10
2. 30
21.3.6

2.30x 10 2.56%x 9

10

20 60

70




21. 4.1

21.4.1

20

70



21.4.2

21.4.1

21.4.2

10

10




10 1

“ LIBOR”* LIBOR”
London Interbank Offered Rate
LIBOR
LIBOR  LOBOR

LIBOR 50



21.4.1
A0
12 3 4 5 6 7T 8 9 10
9 9 9 9 9 9 9 9 9 9
LIBOR -8.5 -9.5 -10.5 -11.5 -7.5 -7.5 -7.5 -7.5 7.5 -71.5
B.
9 9 9 9 9 9 9 -9 -9 109
-85 -9.5 10.5 1.5 7.5 7.5 7.5 7.5 7.5 -107.5
LIBOR 50 21.4.1
LIBOR 8 11
7 8.5 x 1 850
950 1050 1150
7 750 10
900
850
900 50
900 50
850 LIBOR

50




10 5 11
BBB LIBOR 50
5 BBB
100
AAA BBB
LIBOR 10
AAA
BBB LIBOR 50
AAA LIBOR  BBB
11.20%
AAA 11
LIBOR
11 LIBOR  11.20 LIBOR 0. 20
BBB LIBOR 50
11.20
LIBOR  0.50 11.20 LIBOR 11.70
30

21.4.3

AAA LIBOR
12
40
12
11
BBB
11. 20
LIBOR



11. 20%
AAA — = BBB
LIBOR

11%
LIBOR+50

21.4.3

“  FX” foreign exchange

FX swap

Deutschemark DM

3 1 3333 3




LIBOR

50

50

LIBOR

exotic

inverse



floater

LIBOR

1

LIBOR

30 -2x 10
LIBOR

16

30 -2x 7

cap

LIBOR 7

superfloater

LIBOR
LIBOR
20 LIBOR LIBOR 9 11
12 9
“ " superinverse
30 LIBOR
10
30 -20 10
3 7 6 10
30 -14 16
floor
7 LIBOR LIBOR
LIBOR 7
7
9
7 LIBOR 7




LIBOR

7
LIBOR

7

7

LIBOR



100
28
28 100
20
8 8
21.6.1
BBB
21.6. 1
$20 $(8) $(8 000 000) $8 $8 000 000 | —
$25 $(3) $(3 000 000) $3 $3 000 000 | -
$30 2 $ 2 000 000 - - $ 2 000 000
$35 7 $ 7 000 000 - - $ 7 000 000




LIBOR 50 11.50

3 LIBOR 7

% 3 LIBOR

3 LIBOR 1 4%
5% 4%
3 LIBOR
4 /7 4% 7
— HGAG
MGRM HGAG MGRM
10 MGRM 10

selling



forward  MGRM 1993
10 $25
10 $35
$10
MGRM
1 10
10 $25
10 10 10
10
2. 10 $25
10
3. 10 MGRM ! ?
10
10
10
0 MGRM
$25 $25
$30
$30
$5 0
$25
$30 $5

$30




$25
$30
$29-$25
MGRM
$35  MGRM
MGRM
MGRM

$29
$1 $4
$5 $30-$25
MGRM 10
0
$35 $25
10 MGRM

MGRM

MGRM
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