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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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