
Abstract
Mandatory Convertibles represent only a small fraction of all the securities issued by corporate or financial institutions, however, they reach nearly a 30%
in volume of all the convertible securities issued every year and its popularity increases steadily over time. Mandatory convertibles can reduce the
shareholder dilution compared to a straight capital increase. Mandatory convertibles were commonly issued by financial institutions amid the global crisis
as a means to increase capital and could be considered as an antecessor of some types of AT1 (Additional Tier One Capital Instruments) and Contingent
Convertible Bonds. This research examines the scarce academic literature that studies this very particular security.
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Annual Amount Issued USD Millions

Stock Price
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Lowertrigger 100%
Lowerconversion ratio 1

Upper trigger 125%
Upper conversion ratio 0.8

Lower PotentiaTotal 
Return of MCS on Stock 
Price Upside Scenario

Higher Potential Total 
Return of MCS on Stock 
Price Downside Scenario

Delta of a Mandatory Convertible

Gamma of a Mandatory Convertible Close to Maturity
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