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• Since Global Financial Crisis (GFC), interest rates in 
developed markets at historic lows  

• Search for yield: increased demand for emerging 
market (EM) securities, especially corporate debt 
issued in international markets

Search for Yield After the GFC
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Investor Interest in EM Debt
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Investor Interest in EM Debt
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• International investors entering EMs are cautious. 
Look for liquidity, limited tracking error 

• Preference for bonds included in debt indexes which 
track EM debt (EMBI, CEMBI): inclusion premium

• Indexes include large bonds ≥ USD $500 million. 
Leads to size inclusion premium

Bond Index Size Inclusion Premium
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1. Yields of $500 million corporate bonds decreased 
substantially after GFC (100 bps)

2. Important cluster of bond issuances at exactly $500 
million bonds

3. Small firms stretch to issue large bonds; hold more 
cash after issuance

4. Channel: change in the composition of investors

5. Developed markets do not show same pattern

Preliminary Findings
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Data and Institutional Details



• Bond issuances from Thomson Reuters Security Data 
Platinum (SDC Platinum)

▪ Transaction-level info on new issuances of corporate bonds

▪ Face value, yield at issuance, rating, maturity, etc.

• Focus on issuances of corporate bonds in USD in 
international markets 

▪ 44 EM and 24 DM for 2000-2016

▪ 19,906 issuances and 4,965 different firms 

Corporate Bond Issuance Data

Santiago, Chile 2019 Search for Yield in Large International Corporate Bonds 6/22



• Complement bond issuance data with Worldscope
data on financials

• Institutional investors data:

▪ EPFR time series data on injections and redemptions for 
EM debt funds

▪ Morningstar data with security-level information for 2016 
for different types of funds holding EM bonds 

Additional Data
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• Most important sovereign debt benchmark for EM

▪ EMBI Global (USD bonds, value ≥ $500 million)

• Most important corporate debt benchmarks for EM

▪ CEMBI Narrow (USD bonds, value ≥ $500 million) 

▪ CEMBI Broad (USD bonds, value ≥ $300 million) 

• Bonds included in indexes are more liquid (held by 
broader base of investors) and limit tracking error 
(define the benchmark)

Indexes that Track EM Debt
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Issuance Activity by Emerging 
Market Firms



Reduction in Bond Yields by Issuance Size
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Increase in Size Inclusion Premium
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Corporate Bond Issuances in EMs
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Bond Issuances Cluster in $500 Million
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• Difference-in-differences estimation, using DM firms 
as control group

• For each size bin, we calculate:

[D IssuancePre-post2008]EM - [D IssuancePre-post2008]DM

Difference-in-Differences Test
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Parallel Trends: Issuances of $500 bonds
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Parallel Trends: Issuances of $500 bonds
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Probability of Issuing Bonds of Different Sizes
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Yield to Maturity and Issuance Size
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Channel: Institutional Investors



Cross-over Investors Invest More in EM bonds
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Panel A. Flows into Emerging Market Debt and Share of 500 Million USD Bonds

Panel B. Weight in Emerging Markets of Developed Market Mutual Funds

Figure 7

Mututal Fund Investments in Emerging Markets

Panel A shows the cumulative flows into emerging market sovereign and corporate debt funds and the share of 500

million U.S. dollar bond issuances during 2003-2016. The latter share is calculated as the number of 500 million

U.S. dollars issued by emerging market firms relative to all bonds issued by these firms. The correlation coefficients

between the two time series are reported at the top of the figure. Panel B shows the weight in emerging markets of

developed market mutual funds during 2005-2016.
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Cross-over Investors Hold More Eligible Debt
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Consequences for Firms



Small Firms Start Issuing Large Bonds
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Panel A. Emerging Markets

Panel B. Developed Markets

Figure 5

Cumulative Densities of Issuances Pre and Post 2008
This figure shows the cumulative distribution of bond issuances by size for emerging markets (Panel A) and

developed markets (Panel B) during the pre 2008 (2000-08) and post 2008 (2009-16) periods.
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Firms Save Cash from Bond Issuances
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Final Remarks



• After GFC, sharp decrease in yield of large ($500 
million) index-eligible bonds (100 bps). Important 
increase in issuances of large bonds

• Smaller firms stretch, issue large bonds, and hold 
more cash after issuance

• Food for thought:

▪ Small firms are borrowing “excessively” in dollars. 
Vulnerability to currency depreciation

▪ Capital is scarce. Cash hoarding can crowd out productive 
investments 

Final Remarks
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Gracias!


