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Abstract

Since the CSRC announced in 2018 that the targeted issuance of
convertible bonds can be used as a payment tool for mergers and
acquisitions of listed companies, the use of this payment instrument for
mergers and acquisitions has received attention from all walks of life.
Since the directional convertible bonds have the dual attributes of equity
securities and bonds, which can alleviate the immediate pressure of cash
payments of the acquirer and the risk of equity dilution of equity
payments, many listed companies have begun to draft implementation
plans for issuing directional convertible bonds to pay transaction
consideration and raise supporting funds, but at the same time, they are
also accompanied by problems such as the risk of unconverted shares due
and the risk of repayment. At present, there is less research in China on
the issuance of directional convertible bonds as a means of payment in
mergers and acquisitions, basically from the perspective of their
feasibility analysis, and rarely combined with case studies to analyze their
risk prevention issues. Therefore, this paper believes that it is necessary
for enterprises to issue directional convertible bonds as a means of
payment for mergers and acquisitions.

First of all, in the context of mergers and acquisitions, based on
policy promotion and low financing costs, Xinjingang chose to issue

directional convertible bonds for mergers and acquisitions. Secondly,
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through the understanding and analysis of the M&A process and the terms
of the M&A transaction, the risk sources of Xinjinggang's financing
mergers and acquisitions were analyzed. The problems and reasons for
the risk prevention of New Jingang Financing M&A are studied, such as
the failure to arrange credit ratings, inaccurate valuations, early resale,
non-conversion of shares at maturity, and substandard performance
commitment insurance. Finally, the following suggestions are put forward:
improve the credit rating mechanism, scientific valuation and reasonable
pricing, flexible use of different payment methods, and improve relevant

laws and regulations.

Keywords: Financing mergers and acquisitions; directional convertible

bonds;risk prevention
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