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The Impact of Credit Risk Mitigation Warrants on Corporate Bond Costs
JIA Ruiyue
(Investment Banking Department of Huishang Bank)
Abstract This paper constructs an econometric model to examine the influence of Credit Risk Mitigation Warrants
(CRMW) on corporate bond costs. The study is based on an examination of short-term debt data issued by CRMW
reference entities since the policy reversal that resumed the use of these instruments in 2018. This paper concludes
that CRMWs significantly reduce the financing cost of corporate bonds. Additionally, they show a significantly
greater effect in reducing financing costs of private enterprise bonds than bonds of state-owned enterprises, though
this effect has been decreasing. Policymakers should actively encourage market entities to make use of CRMWs and
guide CRMW resources to tilt towards private corporate bonds in order to optimize the efficiency of credit resource
allocation.
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