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Economic analysis in covertible debt and financing of firms
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This study is an economic analysis that aims to explain the role of
convertible securities and to examine the optimal design of such convertible securities. We have
mainly provided the following results. Firstly, convertible securities are helpful in the case of
financing firms with a few initial assets, such as start-up companies. Secondly, convertible
securities can mitigate excessive risk-taking by the entrepreneur. In addition, we examine the
strategies of firms under an oligopolistic competition with uncertain demand.
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