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LEbskth 1A ELSel FAH3 A o]
My Fet 2327093, HE Badld s 509 (27.9%), 271 B3
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ABSTRACT

Analysis of ELS Types according to ELS investor's

Characteristic

Park, Joo—hyun
Dept. of Living Culture and Consumer Science

The Graduate School

Sungshin Women’'s University

As slow growth and low interest rate continues, investors have an
interest in alternative investment vehicles to ensure a relatively high rate
of return. Such demands together with the financial companies’ needs to
create new revenue streams introduced ELS (equity-linked securities),
which is recognized as a product of the median risk and medium earnings,
in 2003.

ELS issuance increases because of 1% of base rate, rising stock market
in Korea, and the impact of government announcement of "derivative
market development plans.” In 2014, the proportion of private investors has
reached 96% and the average investment amount per case was 30 million

won level. The size of the ELS market continues to expand and the
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number of individual investors takes a large share, but research is lacking
that regard .

This study examines the investment behavior of ELS investors, analyze
whether significant differences is found in the type ELS reserves in
accordance with the investor's characteristics, and examined the factors
that affect the type determine ELS reserves. It followed adults aged 20 and
over with having ELS with their name utilizing  online survey data
descriptive statistics, average comparison between groups (t—test), cross
comparison (X?-test), and logistic regression analysis (Logistic regression).
Summary and discussion about the major results of this research are as
follows.

First, when looking at the characteristic of ELS, 336 respondents answered
a total of 488 products, meaning one person has 1.44 on average. Among
them, principal-guaranteed products are 237(48.6%), partial-guaranteed are
162(33.2 %) and non-proof of principal products are 89 ELS(18.2%).
Looking at the ELS financial institutions(sales company), 234
products(49.296) were subscribed at the bank, while 242(50.8%6) were at the
security firms. Average invested amount was 3,5230,000 won, and average
expected rate of return was 15.55%. The most important reason to invest
in ELS appeared as “to be able to ensure the profitability and stability at
the same time.” This means that investors have recognized ELS as a
product that can minimize the loss of principal while at the same time
expect higher interest rates compared to bank’s products.

Second, in terms of ELS investment experience, average investment period

was 3.63 years. Among them, 179 respondents (53.3%) said that they had
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experience in ELS investment but 157 (46.7%) said never did before.
Among those respondents who had invested in ELS before, investment
products were an average of 2.32 and ELS average vield was found to be
13.71%.

Third, the study examined the differences in types (principal-guaranteed
and non-guaranteed) according to the social and economic and financial
characteristics of ELS investors to find that, among the financial
parameters, total asset amount, financial assets safety reserves, and cost
averaging fund reserves showed a statistically significant difference.
Investors of principal non-guaranteed products had meaningfully more than
the other in terms of total asset amount, financial assets safety reserves,
and cost averaging fund reserves. Also, when looking at financial behavior
tendencies, the principal non-guaranteed ELS investors showed that they
are willing to take much more rick of losing principal. Risk-avoiding
investors mostly had only principal-guaranteed ELS, but risk—seeking
investors had a high chance of non-guaranteed products.

Fourth, ELS types (principal-guaranteed and non-guaranteed) were
compared for ELS retention characteristics. The result showed that the
population holding the principal non-guaranteed ELS (1.59) had
meaningfully more than the numbers having only principal-guaranteed
ELS(1.22). In addition, non-guaranteed product investors were often found
to subscribe for the products at the security firms. The non-guaranteed
product investors also had meaningfully higher yield expectations compared
to the others. Besides, when verifying the difference between ELS reserves

in accordance with the type of investment experience, those holding
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principal non-guaranteed products had investment period (4.03 years)
significantly higher than that (3.06 years) of the population owned only
principal guaranteed ELS. Past experiences were also significantly higher
in the group that holds the principal non-guaranteed ELS. Understanding
of key terms and details related to the ELS was also validated the
differences in type depending on the level of ELS holds. The group holding
non-guaranteed ELS had better understanding expecially in case of
knock—-in barrier, volatility, issuer credit, repayment extension and eligible
investors.

Fifth, the longer investment period is, the lower the possibility of joining
the principal-guaranteed ELS. That was because investors who have past
experience had a high tendency of selecting non-guaranteed. Also, the
higher revenue they want, the less likely they select principal-guaranteed ELS.
The tendency reflects the fact that investors are recognizing ELS as the
high-risk and high-return products as no-guaranteed ELS has better
profitability compared to the other.

Sixth, Risk—avoiding investor groups showed a possibility to join the
principal guaranteed ELS.

This study is significant in that it conducted survey on ELS investors to
see their characteristics and types in the situation in which research
related to individual ELS investors are in its infancy. Accordingly, the
suggestions are expected to be able to provide helpful information for
current and potential investors and for sellers when they design and sell
the products while helping expand the scope of direct analysis on investor

behavior which has been focused on stock investment.
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