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Abstract: The aim of management equity incentives is to ease the agency conflict between shareholders and management, but its
impact on the bond market is rarely discussed. This paper explores the reaction of the bond market to management equity incentive
announcements by using the event study method. It finds that the bond market has a negative reaction to the management equity
incentive announcements, and the abnormal credit spread of bonds has a significant positive correlation with the intensity of
equity incentives. The cross-market test of the bond market and stock market supports the existence of the wealth transfer effect
in management equity incentives. In addition, in companies with higher conflict levels between shareholders and creditors, higher
holding level of major shareholders and lower transparency of corporate information, the bond market has a more significant
negative reaction to management equity incentives and a more significant wealth transfer effect. The research of this paper enriches
the literature on the economic consequences of management equity incentives and has certain reference value for maintaining the

steady and orderly development of bond market.
Key words: bond market reaction, management equity incentive, interest of bondholders, event study method
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