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1. F—H#&3IRH#2 B

HiBRT 324 (preemptive right) & kST YBEHEEY 2 AEE D2} A §

BRE BIEUe 4+ 9E WIS A2 Bgds Haks JE HEEA 991 £
£ 02 AFAY BRI AR5 SR Aok ATk WA o) HERLE o] Fold A%

22 % BRI B R (ights offering) & BHLMEHI5 2 (privileged subscription)
Bz @eh @ whela e oA #ke BIRE ATY S Qe WL g &
TETHRSIRM 2 el nthe THTMENSIRMIY 2 249 e E B o A% A%
A% & Ak '

ook st Fs ook st Ao R HABEM (warants)o] gloh. MABEMS 4
A7A0 AAY o HRE 4 5 Sl BUREMGQ longterm option) 0 24 @ F44
s adRsl el BT EEHE ST W 939 zhul Blsweetne) 2 AH4HE 2
BEolth 23 Y9 e AFESC A BRel S Be Aon AR Hebd 2 At
9] FIFAE fobok Boaoh} Art FA o7 225 el Aok o< BH

L.

#$£E A -SRXBE FERICE ISk BRI MR A, A B pRhE .

(1) #itks [ZHe 443 R 42 Qg elel Ei@eke] 71 &=l vk Mpti o WfEgad x A 5
= A% i ol A= A dFE Aol

(2) o] =g Stk NS T flste] ALE=EAG

(3) I.F. Weston & E.F. Brigham, Essentials of Managerial Finance, Holt, Rinehart and Winston,
Inc., 1968, p. 84.

(4) Ibid., p. 547.
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gio] olalchd, BEESL 72 719 YAz Eh8 Fifd A £ dg ez .
Jats] e oleldt 2ASL WHW 4 9l Alolvh MEEMS HASISER (exercise
price or option price) & FLAET BA S KEHRLEF 15~20%7F A 435 E Aol 252
24 A4 we) B o] [ ol Aoz At ool il PArEn © 2
D BEMS SU SAGAA Bane B3 BeLEE 9% el ohizhe A
A FilsIZESE Yol fe @

oAl

2. FHaISHe AK
D HERMEOI o F EETRBME

MM TEAMS WL st 2 sl Pri D EER 9% 289 #a
HAE WFEs She Aoloh @ Edel d: MaAE Azl wasel dwAAd
: Ao A4 A2 LRMES TUAD AAo) ke BEME 448 £ ol 2
9 FikkE A9 BEkRd WHlsd $4 $udond SEHe A% G4Y & 3
. ole AelA BAMOE HLOLE EHHD O Astel FHIIME HIRES AEL
% goddhe &, AT gcl 9AT FHBON SI2M 42 BEEe s
07 WEolsh m9 WMBEE A%, UAA 20l ARG T e 442 WEKEE W
B, WEMES 5T - o Bodd SEBEY wde vld QA4 T
BREEEY 2715 ofv sz gds] PiALdel 43T ALt 252 2% K

BHE B Aol S HESAA FHIBME T Ae 4o b O

2) MBSO HE HRMES S
FRESIRM] 2 Btk 309 Gule Ade] AW KEd RAEMES bl HEM
Fe 23] 9ok 00 Best e o SQe SHEHREE G2 A% 1A i

(5) Ibid., p. 401.

(6) Guthmann & Dougalle& <}at2 F#¢le] “stock purchase warrant”# 2w 4] wrl 2 S0 =
2} & fulz 4% 4 des AYdd(H.G. Guthmann & H.E. Dougall, Corporate
Financial Policy, Prentice-Hall, Inc., 1940, p. 395). 131 Beranek® #¥ v 4 A7 4 ¥t #HY
mdre) warrantd Wedz e E48z 92 B (W. Beranek, Amalysis for Financial
Decisions, Richard D. Irwin, Inc., 1970, p. 210).

(7) J.F. Weston & E.F. Brigham, ap ¢it., p. 385.

(8) mutiiel gl WlAldl FIEE ﬁﬁif’ﬂa‘ﬁﬁﬁﬂ ] ol FuEEc $A9E BB o
uhA ol o} (PLIRR, &R, PHER, 1974, p. 63).

(9 l:i"r Ak 8F 238 T AN A Ky e ()0 B (2d)d A —BAa%Ed 3

9t}
(10) A4 4 durFAAE FEV BEE sl FA87 noe Gl BEEZIY Rl

RERMBS 4% 3¢ F3oz 3.
{11) H.G. Guthmann & H.E. Dougall, op. cit., p. 392.
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o $1000] A7), EHEYe BEEEE WAEM §120004 $11007 Wl Aolth £y
spRASEE ala) TLAMSl FRAAGA MRS —#7) B Aol 0

NN oA R B SAVR kel TEE BELTE Y 4 9t MHE
ge Ae 29 WEHE AHETE WRHE An oAt BEMERAE A7
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3. #H3IRMES BERR

BTRED 2 MRS At £Ee A% (FE Dol 2 wheh ol o 75%e] M
(F D FHSIZAA HIR et M2 MERE

W% A E om | o o=
Prks [SEHES Mg 2 4%
kel B Aol tlod A4 36 71
E# e 73‘&01 ged FoddE 5 10
A E] 8l 8 15

o 51 _100%

A BT PRI @lom FHRSIRME Bl MBSt ke R Atz
o 9ol gelE fEE EEel o ATl fdom 27 b HRe fel whekA
wikkel EEe Be WAL SRRk F4lstoE A Fa g HEe] A 4%
m Sz vheh(z A AN B 93fis 511E (55% %te] HiHkD IS Bl BiscRES

(12) #sgitel 9ol 359 Fflge $7R Jd2 fhld ALda e g2 s e 2
olm mae HiggoE m?w 1 @RE = Aot Fas BEEFRA FdA v Ese HK
HEMEE HEA7 = Aow KX BEFGHEr $ & ASES 48 3E 2702 39 &
Hikd F e Aol

(13) B2MEEEEE 2 %k BEd Ba Hd 3 FHekseol A FFHGkE edz &
Zogick, zel) @Ekd =AM AGEES BHEER) HEFIES FHAA A &4 B
o] 7hEsbA S gqel Rk, wEbA Wbk 2L M ez oA MEeEs &
S5 (dilution) & 712 £vbel B Ao ZIRMERKEE FAT A8 E Jeoe Fael HHH
oz sbEeteh

(14) 1.F. Weston & E.F. Brigham, ep. cit.. pp 355-6.
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2 F2 3lon] 24fF(26%)Rge] HWEE BMuge) pEEA AR o gl WHE
DB QAo B3] F9ole Fike32Hel ke o
1) RFEMES 2SI 5171 26+ w0 #E2) $HHSITHS HIRE 2R@EES
4204F |55R)

D RFHRT I F AQI A A5 2304 ZPCKRNE T RIRE) A FIEHET 9
2B AgeA il A FUAT 230E A9 dadeh Ge Do elA Hibk
RS W 51 21 9% ASURES] A% i@ RER A A @AR s
5 & 7157t 6@ T1%)00 o=z gt

@ $B3He] Wikks 2

1) F999 A7 8 AR 7] feted TALATAL AL 71 Aok H41810E,
542048 @

'3

1) S3delA 259 THAv=iE v FEHoRA e PEAQ Hite 24 HAIIR
He Fog ¢ Ad (& 2)04 FEEES dAsE 514 Z19%F 130(25%)7F ©] 7
ol BREMEE S BARE T BREe REZA BT ¢ dEE stz Y 07

2) HfaEel AFWAC 23t HHBIT YIFEE B o A& KHinfialel
SIshE MEERI SIRHEE A BeEold #ikksIRMIIEE YA o dnh

3 WK (R B340 TE MIRRHE (L FoI6#)S W ol HikE Y
St EPT FiBRTIZHS o] HA gx

4) BIPHRO ol 8 LHSIE F (@ FU6HE P45 1o 4 HHE =
T EHKBE olotel HIMEY REZ WHHEES e Aoh o] whated Foid H

(15 19744 114 30H a4 EB¥E & 1274 F A8d57 7Hsad 9347158 4 ez sy

(16) wt& F HES BB [z A HEA Fivel I 9+ A e HslEEe 10029
1077 & 2 #¥BdA $44 02 BERF o] (hEAMITEEE #85 2 [-2lEAY
RS Mk P48 BEod = E73t=- 4407 ke BES & A2 ook
AT E R B i Hely)

17y A=A [FERER S T3k FUEREM S 28 Aol I Bz BRY i
HEp =T HMREELA FEXSISTHS MRE £ dd.
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BE A7) A ol HkkTIZH] » AR Xgd, 08

5 WRtAH ZR@EE 5 5234 3 ¢ WHEEMY HEE A0FS Biel dA s
Al Fala Higks HES 22 2 Hikel Helel fFiEGRte Bl HiekDIZENE
= WAsA ofy et

4. MRS MiE

MBERREENS £y MiEEES EALet 718 &9 1 BigREiEd oA
T3 TAE HARAY AW 2L T AHER] RERE BES AR o
T orlge, dveld BREAC IRRikel A= EA (cut-off rate) ® o) == NPV
ol ] = #l54 (discount rate) ®Ve] =] = Fof o},

MBEAGE Pr BEAY d5olnz P=PA)Y] A7 Axletz Ad BRI wE
P RAEMEIME AP=P'(A)2 & F . MR=MC 9 GigHitel MBEERE]A=
Hihsto g,

A, At Fob7 #estE = J1Ee RAFREC RARM dAss T & P/(A+
Dy=r($1.00001ch. ol& D& &ffd] #7148, r& 7750,

A, Bk FEREL Pr(A)=d(§1.0000] . o= P'r(A)=P'(A)(1—2)°| o
Yo B, de EOHRNECI S

A, gkl o3 ARMBEABIMESEE FI9¢ FE2E Pr(d)=e¢($1.003]H e
£ EBREFIEE (carnings vield on commonstock)e] o},

FEEH Tl A s2R2mES A48k AR BHFITERL A8 r=d=e3] 4
b AR EH e RRFERHBAA 2E BEEZEA 4dA e Aoz A= P4
T TALAS AFHoE A gE Rl A B whek o] FAAHE AT HhE =

-

E AZE FAAE ofn Bl Fulshesbol ¥4 2ol Folach

(18) ol+ MBEEE=AE s FoAAE zyd ok . @ #Ra wid 43 A3 &FEY 3

jOI]gE%% ?‘ﬂ 7} @ FEthkbAe AAol HRAY HEI BHEE ZHd 553 FEA e
o] § =7}

(19) MBEBREER daA s S84 22 AMES 2. WAR, “TREEEETANY &
¥EAES RBERER”, SERY, 19749E 8A pp. 4-24. E. Sclomon, The Theory of Financial
Management, Columbia Univ. Press, 1963, pp. 8-9. A.A. Robichek & S.C. Myers, Optimal
Financing Decisions, Prentice-Hall, Inc., 1965, pp. 1-6. J.T.S. Porterfield, Investmen:
Decisions and Capital Costs, Prentice-Hall, Inc., 1965, pp. 5-19.

(20) YA L% Reg dS RFLE, Ond 149 Agolskn TR, TRa(I+r)7=£Cn(1+
ol g rol T AHAIGE >R 2 RERES SR AN b7} RoRR M) .
(21) NPVigol 48] REBERES SROHDT-ZCiA+H>00d & b HARM o




— 146 —

kRS HBEED 93e MAE sdeae F2 WES A, @, 23
Z BITHREE § 4 d5d® KR AL FitkET BEEXe BhE s oh A
Ef FaAd REGEAee Aol Kk #EE HEBNHR 53 AR A8 @4 4
B HEED IR BHEY BEMEY FA WA #Ee B4 de grst oH
AU E T34 o2 Beranekd] 8¢ who} Annnx) g, @0

=99 Aol g EMEARS HisE 2l At 2ddde A4 2 P 7
5 AZA 7 sieh

AA, BHREAAG BE=E 45, 28 FAAE 28 FAd R ¢ #afEsEe
s P';<A>=e<$1.00)oM RifiE A (optimal added equity)e] ZAQ=w 2 7
B A— Al (B D=2

PrA) WD A%7 214002 vy
FIRFIG (earl;rings)

7 AFAulgoaAe] TS A
// Fig = BY =e(A1—Ad
Aq

Ay
<@ 1

2AFe P9 FERES w5 BEEd wed 2one MEHS MBEEt
BRBETHAES e2 1 A3 2ol A& 77 HEE 458 2ok

S, TEAvBECressury stock)S) A 9E BB E£% A ol B Pr(A)<eo ot
Aol 84 e AR Y BE B5E HHEEE ] £TE Aol Hw 23 = 7]
Gol WaglE A4E A 9&E Gulan wabd Prd)=est YA Ho (A
BE)S WA td o T BE Ak Toh (GH 214 A4, 7t AEE HEel

(22) EEARLE 2 FESHERCHRA Bt b2 SR WK, “REEBESTINY] 4%
AE BREHFBR, RERE, 1971F 8A, pp. 24-40.

(23) slvielA & FARBRA 2T EHH F BEMATARAD ¢ ey ¥9& 488 F2. GS.
Philippatos, Essentials of Financial Managemens; Text and Cases, Holden-Day, Inc., 1974,
pp. 163-274.

(24) W. Beranek, op. cit., pp. 194-2.

(25) whebA] Frky | ZHEsr g3l ot MBEEL7 Adde TAE 35 ARl D HkA 7
FHAEE 19A 4T Ad7t @ FH3IEH 10 Hite 2otdrt @ HEES ol Wikl o
A #RE FAJA?H]F. Weston & E.F. Brigham, op. cit., pp. 385-6)

(26) W. Beranek, op. cit., pp. 201-18,
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1;}_ ) 27) Py (A)

{m 2>
A, QubFaae] A E A9, FiEEE e($1.000% FEES 278 ojnz A
Bllikfe & 71277 (exisling sharcholders)s] BAMIET Mhfeshr] farelAe Bas
IRFARBREAGE] RABR e o 22 oA S o) R0 209 FPEATLE 4,4,
4 FHolwh,
1) No Rights
@ Case I; o] A¢olAs A Pr(A)L HHRHY A% (announcement)st FA|o ok
T len meA B, EEEE e FHES Fddel flol® RAMM T zabeis
HMBFES A9 A58z Ao ool delnd, HEET BEFA%Ee Y Nyst
A EFE AT vl o)A AL wgete] HEY 45T, zeDE Bkl #
BRBEOFERE ) ARBRRS W dd FAF) KEEST T98 Ao 99 o
AA S Byl oge 2o,
mo L HA S FBEFIG (Aol 9-5)
m A=Al BT w2 BREFE KuEnG
VoD BRI kS TBEE
Vil EE kel MrtinfEEs £,
Vi=(motm)/e )]
V,=-Totlm—eldi—A0] @

4
Zh ARE ol e(A—A)t AR FARE SelF A-AF EANEE Folsley
8% FIRE(E BAD .

@7) EE o1 A=A H e FLe HEME(iquidating dividend) 0 2 H oA BHT I
At
(28) 5 Frike Ao —@aydd,
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A2 HER FEH Q8 BAME A-AE Vi- Vst Zotok ek

V,— Vo= To+7  Fot [”1—‘;<A1_A0)] —A—Ay 3

€

A NoT BB BRE, No& BEkY stz sl N-Now g e o #itk
Bt Aok oA Mo BEES FE S Jod NN 5 REHHEE € 7 0
PR MEA] 98 HHNFsLhEE (Vi-Vo/V,, BHEEgEe Bl 43 #.
R ILES Vo/Vicl2nz

Vo _ motm—e(di—Ay) _ Np W
Vi Tty N,

ol=. Nygto] Wgolnz 2 RiE(EE,

Nolmp+71)
*_ oo+
Nit= T+ —e(A1— Ap) ®

ol REF R,

No(motm) Noe(Ay—Ap)
*_ N — oo+ 7y N — 0
NN g+ m—e(A—Ag) No mo+m—e(Ay—Ag)

olc}. whebd Fikkel BEMETIHHEST,

VI_V() =_A1:A0_= 770"’7[1—‘6'(141_140) (6)
Nl*‘—'N(] Nl*"_NO Nne

Otk (6)8 LEEL Wk HETBEES IR Bl HEEE: Bk TH
RS AA 9o 2Hne Fikke RERGHES A& BES Qs VN He
o &,
RTRS RBEE AL,
Vi/Ni*=(my+r,)/ Ni*e <o)
74 Gl A F& N*dl g feash,

o+, —e(A;—Ag)

Vi/Ni*= e ®

o] Hid, ol (6)3 FUANEE AT Hikkel BBRTHMA LS BEEA Mbkfel AT &
ERE E Rl

nha) Wikkel BIFEMC) B4 Foln MiER w4 4451 REEEB A— A
z2e dHAE o Be HRE Tolor ATk ol e MEA A HEHNNTL.
B & NyN & REEes 3 250 N/N=Vy/VidA 2% Voo e $E9 3
St Felxm fatA EHEIEAS HBHEEE B e
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@ Case II: o7 4% 3in), e A—Ac] A8 FRREES e(A—4)2 75
deld e(A—A)E TBBEFIAR ¢ 2 BRI B4, mo @ s FAE ok ]
24 TS gEAdz AR

2% RERAREE P e8] DAl Aoz d28nz s A—4, .
mol 7 Fo] MRBMES Vi=(nimdert B AolA g BT THEe o}d 1o
23 Jome GHEEE Vi,
7o+ e(A—Ag) _

e
oL HEREEIRES Vo/Nitelth o] Rl e MHERAT FHIEAS £ Uehy
oo @, V>V, 4 Aelzz VNS Vy/Nroleh & Hikkel BAMEE T2 HlE
o BAMEEE B4 WieA Hol HiEe Case lo] 49} o] MBAAS 233 HH
FBRIED 2MIDE AS5E 5 47 2 ASRET FEEs 4 & el g

Case I ohaizbx) 2 Bl WHEel HEMRAMES 199 MEET da 259
FORMELLA 2o,

V,— T+ (A—Ap ©

Ty No

wote(A;—Ag) = N’

N¥*=N, L?LAI;”‘:}M Q1))
BOBHTSRR TR
N*—N,= Noe (A — Ag)

Ty

ol i S HRE RITEK-L,

(A1 —Ag)/ (Noe(Ay— Ag) /m) =mo/ Nye (1D
ol vt v} MEHES REHTERE Ni¥o o3 BEEES
———”“3%3{14@ a2
olmE Ny*o] (10)& AT mo/Nee 7k Ao}, whebA] #Hikke]l REBEBRTHEBS WBIEE

WHS 22 278 £ BARBEEES 29 ol 4% HRSZ vk el @
Gl 4yelwh

(29) »fﬁ%% g3t el e, “FAL BHFIEC] mtme] Sz FAHA $HE L5+ 9
enz 198 A FHERS AA4E w24 $AE 2ae] Fobete RER A A4 e9)
Fl@Eg 7dstd FIRS mote(Ai—Ao) 2 A 334" (W. Beranek, op. cit., p. 208)
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ol 4 AEIHLE AA R ASE Agede. zev #kkEd A FikkE 4
¢l 3> No Rights: Case I

¥ m—e(4,—A
] |
E T | motm _ mptm—e(A1—Ao)
i _ﬂ.‘o_ , N1€ —_ NQE
] Noe 1‘
i
W A%k
(W 4> No Rights: Case II
" m—e(A—Ao) {I—?hg’ T
N,
%é < - Totm
o N]G
B N [ J
I |

& EHe B = o MHE Bl AT & Ao ©ed anshs BE Al
o).
2) Rights Offering

gda e THE 14 HHES BARG] v st Felad od BAE 292 A
sein FHSIZME ME Noot A bS] 51U (subscription price) & S FA.
ST FiE 15 A5 Way £ WA 9 SHe Zho R ik UEE T F 3l
O W Ni—No MAIBCE Neel 22 il 1B A5 223 ABE Ny (M- Nool
0. e Mk EAplee A% SEvhe FHGIREE mwdAs HRREEes )
o] s BE o AT A ATE BA 2o KL 2T WHE WELF O

g B Bos e 40l MEs E@A dasth EBexd 3 A
ORI FHEITE Yol e FHTEAE N (reord dat) 3 T T2 0 28
Hao] BEEASA Bnaclch s, MEZFFAAL T FHMELERS Lol Tl
A e BB FilGIBHY) 1S3 BEAEd 230 FAAN% SA6) FHHETLEN
e} Gadol s AANE A F 7 KRS 1LAYE ANARDE BHE FHII
o] 59¢ MK Gights-of or exrights) . 24 T8 T3 A skl AsANE 4%
o, o0 LEERE H6lE B o AT ¥F FKOIRREEE 2984 2a7

(30) GikkeiMe) HEd Hd RIS G4 BA. SH. Archer & C.A. D’Ambrosio, Business
Finance: Theory and Management, The Macmillan Co., 1972, p. 517.

(31) AA o mA] BHERFAA BHS= BT TEamplfd s EfEe zA%s AES 3 ¥
Fz -

G

ol
sal,
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%] 2= when-as-if-issued Z# 0 2 A HEFIM (rights-on or cum rights) 2 o] 5l g}, 82 u}
2hA] BRI (EAS-E R widled MERIS {H{ERLE THStE Aol Aotk ol 4d [
RO E AWE Aol (H 5~ 6>8 F oo}

2B —————»]
— ] —
8.17 19 31 91 2 26 27
= E % % Fi pE #
& = a B & A
i £ # 00F B 1 #
Z A g ZE = Mo
" off # B s #
3 & H b
+H
Bl 5> MEX(GTRMMALY 22)
[4——21_5—-4 fe———2f1 um—.ﬁ
| \ | | (R EERL) |
I [ 1 |
79 12 4 25 % 8.7 20 30 31
S 4 % : ; =
> # i ¥ *
W x H MO ‘
w1 Bl g B %
B 8 tE -
e
53

(ll 6 JEEEERKES FF)

@ Case I; No Rights 9] 7359} v}t7tA 2 o & ofv] ¢4 glom s #Ere MHHEE
E mfed] A Vo2 AFels HEERS Vo/Noot "k utd SVo/Nool 2t Vi/Ni<Vy/ N,
7b 2 Aolvh sivkstwl MEHEMAL A-AE BB HAE Y Tezsnle] 22
58t7) ol S7} FLE Vi/N& v FHobdlvh AR A8 FHEIIZE HEEE
R vhe #HF[EKe. 2 3¢ %] =2 (underpricing) Vo/Ne—Vi/N; o] d}2to] TS BE
fEitiol o1 B8 A v H=slE B2 ddh

MBERHE KRR HEE Vo/NEA #AKEEN 714 fA5d 2 G FH = @1
el Vy/Npol . BEFIfist HFRES HBEE Aold dz F4,

(32) W. Beranek, ap. cit., pp. 210-11.
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d= VU/NQ_VI/Nl . (13)
o] Hxd Vi# Vool (1, @)% fRAZFE,

_ otm _ motm _ Ay—Ap

A= N~ eN, N, D

7F 2o

i) rights-on period : o] 7)7%-qk A 184 #HAL Hdshe PP o FA44
ol th(wt W4 FREALE FAS R I

A, VN2 A AR FE 2o od #lF 149 JlEE R2 r=1 fEHE
MSZH2 Vo/No—Ro| v,

A, FEESIRC] RS B HAE A BRSSP old e BEEe] MEtHZ
(No/ (N\—=Np)J R+Solet. AEFEAES BEATHT o A7 dAM=dA mkhise

iﬂ—_g_ 7}4\0] ljr' (33)

~

\

Vo/ Ny—R=[Ny/(N;—~Np)] R+S (15

R=(V,/Ny—5) /[N,/(N,— Ny)] & (16>
Vool (2%, S=(A1-Ap/{(N,—Np&E 1434,

A an

o) 1x =E] 89 ol (1) FUeeh welA EET LR sHd sl A HETHES

(33) Hikks e A4 FEEKe AR HAEES A7 98 £= Utk F BEfkEE A
< HFRERS T eyl 2o wHSIFRe s gdez & Aol dusid ERASRE
A BERAR e Ard 2388 v 524349 4 4o = FE7 e EE FRGIER
-°4 ﬁ?&% PR sdolnz 2 £AH2 okadd, o)A L HKRGITHE g T LS
a2 wEhA BEHREMERT BHe 458 Ao, zE v AAA 5| SIS
ﬁ)}*}?ﬂ‘ﬁ‘:‘i BEER o] F HEE 2ol Al oz A HAY :Iz'u}ii = Zleolth, o)y
7 go] AfA™ oyl xalo] BREELST 58E 5 Aot 2 ofdel = iR A
Zol4Ad L o Q) dte] HkS AlAl, =} arbitraging dealer ol 98 = HEL Y5, AT B
eEiEd A2d Aol (H.G. Guthmann & H.E. Dougall, ep. cit., pp. 397-8)
(34) 9ty o5 AL8-=l = BRIEBENS A 119 bl 53 AR
Va= PIIHI;S (16"
olgt. oW Ve #F Mae i, P Héh HAMGSEME RS HklES J1%d 2
g Rl . 28id (16)00 A, '
Vo/Ng—S Vo/No—S8 . Vo/Ny—S (16"
N/ (N1—Np) (N1—Np+No)/ (N1— Ny) 1+ No/ (N1— No)
7t 2ol o & (16)'9 Wl 2#ml, Vo/Ny=Vr, S=Ps, No/(Ni—Ng)=Re]2=Z (16)"=(16)'=
(16)°) A & dtet.
(35) Vool (2)%, S=(A1—A)(N1—Np )& Hgd 9 (16)&
(N1—No) [mp+m—e(A1— Ag) ] —e( N1~ No) No (A — Ag) [ (N1 — No) . motm1 _ motms
8N0N1 eNo 8N1
(N1—No) (A1—Ay) _ No(Ai—Ap)
NoMN, NNy
7 Hed 59 FFE - (Ai~A)/No2 Zbd3] "o,
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o) FEE FikES e maEEd oo 4l A 0 ole EHEE 2o #FlY
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{Summary)

A Study on the Financial Efféct of
Privileged Subscription

Seong Cheol Gweon

The objective of this study is to examine the financial aspects of privileged
subscriptions. The following questions facing the financial manager will be
analyzed.

1) How many rights will be required to purchase a share of the newly

Jissued stock?

2) What is the value of each right?

3) What effect will the rights offering have on the price of the existing

stock?

Nature of Preemptive Right

When a corporation sells a new issue of common stock, it may make the
sale to its existing stockholders or to an entirely new set of investors. If the
sale is to the existing stockholders, the stock floatation is called a rights
offering. Each stockholder receives one right for each share of stock he owns.

The preemptive right gives a firm’s stockholders the opportunity of
purchasing additional issues of the company’s securities; generally, the
securities covered are limited to common stock and securities convertible into
common stock.

This right is to be distinguised from the much less frequently used “stock
purchase warrants” that represent long-term options to buy stock. The latter
are issued on special occasions and not closely related to the immediate
financing needs of the company.

In Korea, of 93 sample corporations 55 percent carry preemptive rights in
their charters and 19 percent have no statutory provision.

Purpose of Preemptive Right

Preemptive rights grow out of the principle that a stockholder must be
allowed to share in new stock issues primarily in order that he may preserve
his proportionate share in ownership and the voting control of the corporation.
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For example, if a stockholder owns 10 percent of the stock of a company
and is permitted to subscribe to new shares, he will be able to maintain his
10 percent ownership of the company.

The second reason advanced for the preemptive right as a principle
necessary to preserve the reasonable rights of the stockholder is the matter
of maintaining his proportionate interest in his investment in the corporation.
If the new stock is sold to the public, property rights have been transfer-
red to outsiders, but, if the new stock is sold to the existing stockholders,
their investment has been kept intact. The preemptive right allows the
stockholder to avoid losing a share in the corporate surplus to some outsider.

Value of Preemptive Right

A stockholder has the choice of excercising his rights or selling them. If
he has suffcient funds and if he wants to buy mhore shares of the company’s
stock, the stockholder will excercise the rights. Otherwise, he will sell his
rights. In either case, provided the formula values(that is theoretical values)
of the rights hold true, the stockholder will neither benefit nor lose by the
rights offering. This statement has been made clear.

In Case I, old stockholders share the “extra” profit without having to
contribute additional resources.

Assume that the future expanded profit opportunity represented by the
curve P’(A) is made public simultaneously with the announcement of the
financing. Under the assumed conditions of certainty and the opportunity
rate e the success of financing is assured and hence the price of stock will
increase to reflect the expanded earnings. This action will capitalize the
“extra” profits in the form of an increase in the market value of the firm’s
stock. The optimal price per share at which the new stock is offered to new
stockholders is equal to the price per share which reflects the expanded
earnings and which is also equal to the price per share post-financing.

We can extend to each stockholder the privilege of first buying the
new shares at a given price (so-called “subscription price”) with a
limited period. If subscription price in less than the total market value of
old stockholders, it is intuitively clear that the price per share after the

financing will be less than the value per share of old stockholders. This
follows from the fact that 4, —A,, the optimal amount of expansion in assets,
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must be spread over more new shares.

Under conditions of certainty and complete information, however, this.
dilution of market price per share is compensated by the equilibrium value
of a right. This means that old stockholders can, by selling their rights,
recover a value equivalent to the decline in value of their shares.

In Case II, as under Case I, similar procedures are derived. We suppose
here (1) the market assumes that the total expansion in earnings consequent
upon the acquisition of resources of A4,—A4, is e(A;—A,), (2) that e(4;—A.)
will be valued at the market opportunity rate e, and (3) that information
in the swollen earnings =; per period will not become available to the market.
until after the financing.

The proceeds received by a right selling stockholder do not constitute a
windfall—it is a return of his capital. In such a financing the only windfall, .
if we may call it that, emerges in Case I and is due to the fact that the-
long-run value of the stockholders’ interest has increased from m,/e to V,/Ny;
in other words, because financing is rational and not from the fact that
rights, per se, were offered. For this gain in value of stock accrues to all
old stockholders, whether they sell their rights or excercise them. It is a
consequence of rational commonstock financing.

Setting the Subeription Price

The amount of resources required to maximize long-run market value can
be divided on a per share basis in a number of different ways, each on
associated with a definite subscription price. Therefore, where transaction
prices are subject to random movement there is normally considerable latitude
for setting rational subscription prices in connection with a rights offering. If
management is acting to benefit most the existing stockholders, there is one
and only one, subscription price per share—the highest attainable price.

However, the success of- financing is important and the only condition
essential to the success of an offering of subscription rights is that the -
market price of the stock offered shall remain above the subscription price
during the final day of the subscription period. The greater the percentage
spread between the market price and the price at which the rights permit
subscription, the smaller is the probability that a decline in market price
will cause the financing to fail.






