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Managerial Optimism and Convertible Bonds Financing:
A Model and Case Study of Fuji Food Co.

WANG Zhengwei ZHU Wuxiang ZHAO Dongging MA Jingyun

(PBC, School of Finance, Tsinghua University; Finance Department,
School of Economics and Management Tsinghua University; China Construction Bank)

Abstract ; This paper builds a mathematical model, which proves, with the existence of the financial distress,
when the manager is optimistic on a firm’s operation, convertible bonds can be an optimal financing choice. The
conclusion is confirmed by the evidence from Fuji Food Co. The paper investigates the three consecutive con- -
vertible bonds issues of Fuji Food Co. , and finds it is hard to explain the financing decisions of the firm from
the perspective of the traditional corporate finance theories, but can explained by our model easily. The contri-
butions of this paper are to provide an explanation for the motivation of convertible bonds from the behavioral
corporate finance perspective.

Key words: Managerial optimism, Convertible bond, Fiji Food
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