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OVERVIEW & Main claims:

1. The effects of a regulation that urged institutions to

Invest only In corporate bonds that include restrictive
and financial covenants.

2. Several years Into the reformll new bond Issues
Include several restrictive covenants and most also

Include financial covenants based either on rating or on
accounting ratios...

3. Main contribution :

- This Is the first study to document the use of cawes
several years into the reform In a systematic manne



Model:
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Results
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Covenants?

= \We must be (really) sure that the covenant is feal



Unintended consequences?

= All new bond issues include several restrictive covenants and most
Issues also include either a rating or an accounting (ratios based)
covenants.

= BUT... What about
- Series Expansions (no covenants?)
- Private Loans (no covenants?)
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Model:

= Not a different estimation for each covenant, but a set of dummies
for each covenant

= Collateral?
= The standard errors must be clustered at a fevel
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Results...
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Recommendations
= Debt covenants literature!

*There Is no control group here... hence, the reshtisld

ne Interpreted with care!

ORI OTARNT YWnna MDPKR Mnoa]

*Maybe series expansions & private loans could serve as a

control?

= Dif-In-dif estimation, which much more convincing?
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Minor

= Abstract? To include all the findings... no rating covenants results.
= All figures must have self explanatory captions.
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Minor

= “Equity data Is based on daily returns during X days before bond
Issue” on page 13 (I hope)...



Minor

= Hamdani et al 20162 Hamdani et al 2017
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THANK YOU!

= | liked the paper a lot.

= Qverall, it is well written.

* The paper opens several interesting policy questions.

= However, there is a WAYo go!
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