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ABSTRACT

This study examines the long-run performance of Redeemable
Convertible Unsecured Loan Stocks (RCULS) and Irredeemable Convertible Unsecured
Loan Stocks (ICULS). Using the monthly data on corporations listed on the Main Board,
Bursa Malaysia, that issued the RCULS and ICULS; buy-and-hold abnormal returns
(BHAR) and cumulative abnormal returns (CAR) methods are conducted to examine the
long — run performance of the two instruments. The findings and analysis of this thesis
were made based on the data collected from Bursa Malaysia Bloomberg and Investor's
Digest and Datastream. The results indicate that overperformance exists on the issuing
firms’ stock returns for all one - year, two - year and three - year periods, regardless
whether buy-and-hold abnormal returns (BHAR) or cumulative abnormal returns (CAR)
is applied. Although, the results do contra with Gompers and Lerner (2003), Ritter and
Welch (2002), Loughran and Ritter (1995) and Loughran (1993), the argument is based

on the sample size being used in the study.
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b)

d)

DEFINITION OF TERMS

Stock prices
Stock prices are set by a combination of factors that no analyst can
consistently understand or predict, the researcher uses closing price as the data

in this study.

Redeemable Convertible Unsecured Loan Stocks

The holder has two options upon their maturity. They could convert the
loan stocks into ordinary shares or alternatively, they could sell them back to the
issuing company which is obligated to redeem these securities at par value plus

interest upon its maturity.

Irredeemable Convertible Unsecured Loan Stocks
ICULS will, upon maturity, be converted into ordinary shares. (the holder

must convert the instruments into ordinary shares)

Conversion Period
The initial period is followed by period, often of several years, during
which the convertible loan stocks can be converted into the company’s ordinary

shares.

Stock Market
A concept for the mechanism that enables the trading of company stocks

(collective shares), other securities, and derivative.
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