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Abstract

Convertible corporate bonds possess both debt and equity characteristics, and their price co-move-
ment with underlying stocks is not a constant proportional transmission, but rather exhibits signif-
icant time-varying and non-linear features depending on premium conditions and time-to-maturity
constraints. Using the complete lifespan of the SPD Bank Convertible Bond (110059) from 2019 to
2025 as a single case study, this paper applies rolling window correlations, time-series regressions
with interaction terms, and a Markov regime-switching model to delineate the stage-specific evolu-
tion of this price linkage. The findings reveal that: First, the co-movement intensity shows clear stage
heterogeneity, where the overall average obscures the high co-movement during the early listing and
near-maturity periods, as well as the extremely weak transmission during stock downturns. Second,
the conversion premium is a core state variable determining transmission efficiency; high premium
states act as a significant buffer against stock declines, rendering price transmission almost ineffec-
tive (with equity sensitivity approaching zero). Third, the distinct low- and high-co-movement re-
gimes endogenously identified by the Markov model indicate that convertible bonds only switch to
a high co-movement state when the premium is substantially compressed and maturity constraints
are strengthened. This study provides micro-empirical evidence for understanding the pricing logic
and risk-return profiles of high-credit-rating, large-cap convertible bonds across different market
environments.
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Table 1. Descriptive statistics of core variables
1 LT ERERMSEIT

e B8 i w/ME RKME
AN (O0) 106.848 2.929 100.980 114.844
IEE WAL (7T) 9.189 1.870 6.500 14.600

A E D) 66.971 14.206 48.968 113.269
% R % (%) 65.607 30.210 0.299 119.662
5t H W7 2 (%) 0.0045 0.2498 —2.7982 1.9352
1B H W 2s #(%) 0.0049 1.2768 -8.2511 8.6415
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AR o
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Figure 1. Time series of the convertible bond price, underlying stock price, and conversion value
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Figure 2. Rolling correlation coefficients of daily returns and the conversion premium
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R, RO A0S Bk I 4 5 IR A A g s A R B Eh (B RN E 6. 14 1 BRIt -5 IR
REAE NI B IR BT SR E e A 200, 1 2 M BoRIRENAR R R BN TH S R R4 5 A R
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Rt = &+ BRyos + Bo (Ruorer X HiGPrEM_, )+ BR oo +7 X, + &
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Table 2. Baseline time-series regression results
F 2. FERTEFHIEALER

A PR 1 (L) AL 2 (38 H.I) PR 3 (4xAbiT)
g . .
R * Rlifh R — s v
Y 300 i 0(02212; 0(022%; 0'(022.35*
i J5 — WAL % — _ ?ﬁg
4 R — — ‘20032)1
o s s
FEA 1437 1437 1437
WG R? 0.174 0.223 0.223

55 N9 Newey-West HAC Fafi t HQH G 10 #); ***, **, *53J5R 7R 1%, 5%, 10%[H 53 KT

B 1 P S B R AT ) X ER B AR IR T IEBOEE R R 80y 0.0693, If7E 1%/KT F
B, UWEAX RSN, IEBEEK 1A E R, Fefulias 21 B2 0.07 M E s XANEIRRE
AETINIBRENAZAE, (H A 2 DUARRE 55 DU 2 1 SO B IO B 22 5 o

R 2 PR IAE TR IR IR 2 5 2 B S i IR A k. I “ IR R x @R ” I
Je s ARBTRES R 145 5 RECH 0.1006, 22 B H-0.0924, KA miid (RS T I35 14 bR y 0.0082.
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VL ARSI IR S 4 R () 4
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B EUN 0.90). XIFIERRE AL F R MAL R A B, TR PR i A A T W AR, N
AR C P NR L RAEIRES, M sk 1S 7 IR SEM GRS . BOiE, TR R bR 34 e R s A
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Table 3. Further analysis and robustness check results

3. R SREMRIEER

R85 H RBUMER t(z)(H it = (%5 RYLL)
Panel A: Markov [X il %% #5554 % 43 20 [|] 9
Markov K] X i 0.0159 (6.78) LL =763.95
Markov =53] [X il 0.1799 (14.96) —
Markov ¥4 % poo 0.9699 — —
Markov # B pu 0.9317 — —
B F Q1 (<43.20%) 0.0993 (5.42) 0.247
AN Q2 (43.20%~60.91%) 0.0830 (4.48) 0.303
A Q3 (60.91%~95.95%) 0.0158 (3.01) 0.029
ENE Q4 (>95.95%) 0.0291 (0.90) 0.014
Panel B: Fa L0
a7 UL 2 R AR 0.0692 (5.61) 0.174
RN ER L E BN 0.0733 (5.62) 0.177
LN R H -0.0015 (-4.34) 0.222

VE: Panel A Sl Markov X il #e 5 3, BHIREEMN F oA EIA4EE; Panel B iSRRI R .
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