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The Pricing of Redemptible Preferred Stock
WHERFREE AR >4 — WigEE # b

E5

HERMRIIE, EERANOERIHEN 5 I N B AN N, TOMX TR, Lkl
BHMETINA . Ff7HE (2 ITELMROE WL 235K T AN < BRIz on
THmT 5. BIERIIIVWD THEICHE TR T 2HER 21795 2 &N TE,
WOTHRITEIHTL T, BEMKOBEBWREL 2R TE 285252, BAMOEEST
W ERERT S, 22Tl FHEEOM BN T MR O & S_METH D EZITDON
T, EEKAOFMX 28T, RZIC, Bl Z2RT.

F—17— R (Keywords) : B4 (preferred stock) ., @A Dl HE (conversion
rights) . {2 &5 K He (redemption rights) . Bk fik # i F2
(Jump-diffusion processes) . 2 HE 5§ # 43 i (double
exponential distribution)

Abstract

In this paper, we develop a model to value preferred stocks. Usually, preferred stocks
have right to convert it to common stocks. Here we consider preferred stocks that
except for the conversion rights, the holders of preferred stock have right to demand
for repurchase it by the issuer at a particular price, that is so called the redemption
rights. We show an explicit solution for optimal exercise price and the value of
preferred stock with underlying asset of common stock or the value of the firm. Finally,

we give some numerical examples.
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