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Abstract: This paper selects the listed corporate bonds in China since 2007 to 2016, and collects the bond covenants by hand,
studies the effect of the bond covenants on the corporate bond interest rate using treatment effects model. The research shows
that the option covenants, protecting the benefit of the bondholders, and restrictive covenants, restricting the behavior of the
issuers, can significantly reduce the coupon rate. Among them, the terms of the option for bondholders can reduce real coupon
rate by 111 to 127 basis points, the covenants limiting asset transfer can reduce real coupon rate by 61 to 73 basis points, the
covenants limiting investment can reduce real coupon rate by 60 to 78 basis points, while the covenants limiting financing acts
can reduce real coupon rate by 60 to 72 basis points. The result illustrates that the bond covenants are important tools to reduce

the cost of debt and mitigate agency problems.
Key words: corporate bonds, bond covenants, coupon rate, treatment effects model
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