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Abstract; Clause of Catastrophe Bond is the reflection of the rights and obligations of various
participants in the operation of the bond. Traditional design of those clauses is not complete and
incentive-compatible. Based on the principles of Contractual Theory of Firm and Contract designation
Theory, this paper reconsiders this issue and offers some advice on how to better the clause design to
smooth the relationship between various participants and finally to assure the operation of this
instrument. This paper proposed various contingent claims that should be contained in the clause
design and explained the economics in the self and third-party guarantee mechanism for the performing
of Catastrophe Bond contract.

Key words: catastrophe bond; contractual clause; rights of residual claim and command



