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2013 42 36 85.7
2014 117 112 95.7
2015 182 177 97.3
2016 351 337 96.0
2017 304 292 96.1
2018 365 336 92.1
2019 246 228 92.7
2020 258 244 9.6
=3 3,143 2,733 87.0
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INV_K 2,031 0.0184 0.0053 -0.8520 1.2378 0.1373
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DRF 2,031 0.1507 0.0000 0.0000 1.0000 0.3578
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.0036055
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DRE (0.699)
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R-squared 0.065 0.065
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ROE 2803 -0.7359 01734 -177.95% 449398 57933
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Study on the Necessity of

Convertible Bonds with Resetting

Clauses in South Korea’

Kyung Hee Park™*

Abstract

This study analyzes the necessity of resetting clauses(referred to as the refixing option in South
Korea) in convertible bonds in the Korean financial market. To determine whether these clauses
are essential for the survival and growth of companies, we examine them from the perspectives
of capital constraints and long-term performance.

The main results are summarized as follows: First, firms were more likely to alleviate capital
constraints without resetting clauses. Second, this effect was more pronounced when the ownership
by majority shareholders was high. Lastly, our findings indicate that the issuance of convertible
bonds with resetting clauses does not significantly enhance a firm’s long-term performance.

The contributions of this study are as follows: The findings may hold implications for government
policymakers regarding convertible bonds with resetting clauses. The results, indicating that these
clauses do not positively impact capital constraints and long-term performance, suggest the need
for a policy reassessment. These findings imply that policymakers should consider not only the
convenience of capital raising but also the effects on the wealth of existing shareholders and the

long—-term performance of the firm.

Keywords : Convertible Bond, Resetting Clauses, Resettable Conversion Price, Refixing Option,

Capital Constraints, Long-term Performance
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