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The Impact of Executive Equity Incentives on Corporate Bond Pricing

QIU Yang—qian YE Zhan

( School of Economics Xiamen University Xiamen 361005 Fujian)

Abstract: Corporate bond pricing has always been a core issue affecting the development of the corporate bond mar—
ket and as more and more listed firms implement executive equity incentives the relationship and conflicts of interest be—
tween shareholders executives and bondholders become more complex. Using a sample of corporate bonds issued by the
Chinese A-share listed firms in Shanghai and Shenzhen Stock Exchanges this paper investigates the impact of executive
equity incentives on the initial pricing of corporate bonds. The results show that the equity incentives intensity is positively
associated with the credit spread of corporate bonds and this relationship increases with the improvement of product market
competition and the control rights of large shareholders. Furthermore in the face of high debt financing cost listed firms
will adjust the intensity of equity incentives to avoid the deterioration of debt financing conditions.

Keywords: Executive equity Incentives Corporate Bonds Credit Spread Product Market Competition Control

Rights of Large Shareholders
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