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Corporate bond issuances originating from developing and emerging market economies have
emerged as the primary catalyst for the expansion of global debt following the Global Financial
Crisis. Although Asia has dominated this trend, Latin American firms have significantly contributed,
emerging as the second-largest issuers of corporate debt. Against this background, this article delves
into the undetlying motivations driving firms' engagement in such borrowing activities.
Traditionally, the prevailing narrative has underscored carry-trading as the predominant purpose for
utilizing proceeds from foreign-denominated bonds. However, we challenge this hypothesis by
adopting an innovative methodological approach. Rather than relying on ex-ante incentives based
on global interest rate differentials, as commonly employed in the literature, we utilize firm-level
data on the ex-post interest income earned by firms. Through this alternative methodology, we do
not find evidence supporting the presence of carry-trading practices. Furthermore, our analysis
reveals a stronger correlation between bond issuances and capital expenditures, thereby casting
doubt on the notion of speculative motives driving bond issuance. Additionally, this article
introduces an analytical innovation by examining an alternative use of funds: liability management.
Our findings suggest that Latin American firms have taken advantage of the loose monetary policies

at the international level to strategically reduce short-term debt and prolong debt maturities.

1. Introduction

After the 2008 Global Financial Crisis (GFC), corporate debt in emerging countries verified a substantial
growth, becoming a key aspect of the global financial scene. Indeed, among developing and emerging market
economies (EMEs), non-financial corporate (NFC) sector debt nearly doubled as a percentage of GDP between
2008 and the end of 2019, reaching 96% (Abraham et al., 2021). This trend was further amplified by the effects
of the COVID-19 pandemic, which increased this ratio by an additional 11 percentage points by the end of
2020 (Barajas et al., 2021). Only during the post-pandemic, NFC debt nominally decreased, although marginally.

This growth in corporate debt modified the international financial integration of EMEs. Corporate issuances
in foreign currency soared and became a major channel for the transmission of global liquidity, taking the place
of international bank loans (Avdjiev et al., 2014; Caballero et al., 2016). Consequently, studies describe this
trend as a defining characteristic of the global financial market since 2008, calling it the “second phase of global
liguidity” (Aldasoro & Ehlers, 2018; Shin, 2014).

Latin America played a prominent role in this landscape. The Economic Commission for Latin America and
the Caribbean (2019, p. 123) argues that Latin America is the region with the largest ratio of corporate bonds
over total bonds in international markets. Although the continent is not the main issuer among EMEs, it was
the most dynamic. The Bank of International Settlements (BIS) International Debt Statistics show that, while
corporate debt outstanding denominated in foreign currency grew 190% in EMEs between 2007 and 2014, in



Latin America the rise represented 276%. This is especially true for firms from Brazil, Chile, and Mexico,
particularly due to the issuance of dollar-denominated securities (Abraham et al., 2021). The first two countries
experienced the third and fourth largest increases in foreign currency debt between 2007 and 2014, a period
that verified the largest growth in EME corporate debt, only surpassed by China and Tirkiye IMF, 2015).

When delving into the factors underlying the rise in NFC debt among EMEs, predominant research has
underscored the prevalence of carry trade activities among EMEs firms. This entails EMEs firms borrowing
cheaply from global financial markets, facilitated by quantitative easing policies (Shin, 2014), and subsequently
directing these funds into domestic financial markets to exploit profitable investment opportunities. Such
investments typically manifest as liquid financial assets (Bruno & Shin, 2017; Caballero et al., 20106) or as trade
credit extended to local firms, effectively assuming the intermediary role (Hardy & Saffie, 2019; Shin & Zhao,
2013). However, a series of studies have cast doubt on this generalized speculative motive across EMEs
countries emphasizing, on the contrary, precautionary motives (De Gregorio & Jara, 2024; Kaltenbrunner et
al., 2024; Rabinovich & Pérez Artica, 2022).

Our article adds to this recent, more skeptical literature of carry-trading as the main motive for EMEs firms
issuing bonds in foreign currency, focusing on the case of Latin American firms. We do so by introducing two
innovations: one methodological in order to capture carry-trading, and other analytical regarding alternative uses
for bond proceeds in foreign currency. In terms of the former, previous literature has measured the ex-ane
incentives to engage in carry-trading using national and international-level data on interest rates differentials
(Bruno & Shin, 2017; Calomiris et al., 2022; De Gregorio & Jara, 2024). In this paper, however, we use the ex-
post gross interest income reported by firms. Carry-trades are ultimately an interest arbitrage and, if they exist,
they should be reflected in the interest earned by the firm. In terms of the second contribution of the paper,
we complement the analysis of asset side of the balance sheet (what has been typically studied in the literature)
with the liability side. Hence, we analyze whether new debt issuances are associated with improvements in debt

maturity, more specifically with the burden of short-term liabilities.

This paper confirms some previous findings, challenges others, and provides a complementary narrative for
bond issuances by Latin American firms between 2000 and 2022. As it has been shown elsewhere (Bruno &
Shin, 2017; Calomiris et al., 2022), we find that foreign currency bond proceeds are more strongly used to
accumulate cash holdings when compared to local currency bond proceeds, particularly for firms with large or
“index eligible” issuances, and during the immediate post-GFC period. However, we do not find consistent
evidence of carry-trading in any of the periods we consider, neither for firms carrying-out large issuances. If
any, firms earn positive interest income from domestic rather than foreign issuances. Finally, this article
provides evidence for an alternative use of proceeds derived from issuance in foreign currency: liability
management. In the second wave of global liquidity starting after the GFC firms have used part of the foreign

proceeds to reduce short-term debt, therefore improving their financial position.

The rest of the paper is organized as follows. In Section 2 we provide an overview of the literature on the
motives behind corporate bond issuance in the aftermath of the GFC. We organize the contributions according
to whether they stress the demand, or instead, the supply side of corporate bonds markets. Then, we identify
two gaps in the literature that inspire our main contributions. Section 3 discusses the regional and sectoral
patterns of international debt and brings to light the relevance of Latin American firms in the global debt
landscape. Section 4 presents our dataset for Latin American firms’ debt issuances and shows the main stylized
facts regarding the nationality of issuers, currency of issuance, coupons, and maturities. In section 5 we



introduce the econometric approach followed to gauge the uses of bond proceeds by issuing firms. Sections 6

and 7 show the main econometric results and a robustness analysis, respectively. Finaly, Section 8 concludes.

2. Motives for corporate bond issuance

When looking at the causes of bond issuances, the literature has broadly focused either on the drivers for an
increased demand for corporate bonds and/or the motivations firms have in order to s#pply those securities. In
terms of the former, the main buyers of corporate debt have been institutional investors. This followed the
monetary expansion implemented by developed countries after the GFC in 2008, which led to a fall in the yields
of safe assets (Di Maggio & Kacperczyk, 2017). Alter and Elekdag (2020) find that a loosening of monetary
policy of 1 percentage point leads to an increase in leverage ratio of up to 0.1 percentage point per year in
emerging market firms. Also, Lo Duca et al. (2016) argue that US quantitative easing compounded the
expansionary effect on global corporate bond issuance, with corporate bonds replacing the assets removed
from the market by US Fed purchases. In this context, large institutional investors increasingly acquired riskier
assets issued by firms and states in EMEs (McCauley et al., 2015). More precisely, mutual funds increased more
than ten times their holdings of emerging market corporate debt (Calomiris et al., 2022).

Abraham et al (2021) find evidence that is consistent with demand being the main reason for the rise in
corporate issuance in East Asia as they observe a decline in bond issuance yields, higher leverage growth for
new issuers, and a buildup of cash holdings derived from issuance proceeds as firms raised more debt than the
amount they needed to finance existing operations. While both EMEs sovereigns and firms benefitted from
investor’s interest, most lending was directed towards the latter, especially those issuances beyond US$500
million which represented 62% of the total value of bonds issued after 2008. The reason why US$500 million
became a threshold is that this is the criterion to be included in ].P. Morgan CEMBI, a de-facto index followed
by large institutional investors (Calomiris et al., 2022).

As regards the supply of those bonds, EMEs firms increasingly tapped market-based finance as a result of the
regulations in the banking sector after the GFC that raised spreads, made credit more expensive, and reduced
bank loans from large global banks (Adrian et al., 2017; Noss & Toffano, 2016; Roulet, 2018; Slovik &
Cournede, 2011). Bank lending was further affected by the euro debt crisis and its detrimental effect on
European banks’ lending in US dollars (McCauley et al., 2019).

When looking at the allocation of bond proceeds, the main focus of our papert, the literature is divided between
two main perspectives. The first one emphasizes speculative activity through carry-trading as a key driver
behind firm debt issuance. EMEs firms are thought to borrow on international financial markets at lower
interest rates and maintain the liquidity obtained in liquid domestic assets with higher yields (Bruno & Shin,
2017; Caballero, Panizza & Powell, 2016) or granting domestic commercial credit (Hardy & Saffie, 2019). This
type of practice was further expanded by the incentives to implement issuances of large volumes, which
exceeded the operational financing needs (Calomiris et al., 2022). A close correlation was observed between
international corporate debt issuances in EMEs and domestic bank credit, indicating that indebted firms
deposited the funds obtained in domestic banking systems, in turn financing the granting of bank credit
(Avdjiev et al., 2014; Caballero et al., 2016).



Perhaps the most influential study on this type of use of bond proceeds is Bruno & Shin (2017), who analyze
bond issuance activities of a global sample of firms until 2013. This paper shows that firms are more likely to
issue bonds when they have higher amounts of cash in their balance sheet, a relation that is strengthened when
the authors consider USD denominated bonds issued by firms from EMEs. The authors also find that ex-ante
carry-trade opportunities are a significant determinant of USD-denominated bonds issuances in EMEs. Finally,
they use a Kim & Weisbach (2008) approach to analyze the uses of bond proceeds and show that firms from
EMEs tend to use USD bond proceeds for cash savings in a greater proportion than firms in advanced
economies. All in all, their evidence points to the pursue of short-term financial gains and carry-trade
opportunities as a key driver behind USD bond issuance by EMEs corporates.

A different perspective on the uses of bond proceeds is explored by De Gregorio & Jara (2024). Although these
authors confirm that cash savings increase after firms issue USD-denominated bonds, they also show that the
precautionary motive is a relevant catalyst behind corporate USD bond issuance in EMEs. Indeed, bond
issuances lead to higher corporate investment in the near future, and this relationship is stronger when the
spread between local and international interest rates increases. Interestingly, De Gregorio & Jara find that larger
firms, with higher credit ratings and lower financial constraints are more inclined to issuing debt abroad when
global liquidity expands, and global interest rates are lower. This is contradictory with the traditional view of
financial constraints as a key driver of cash demand by financially constrained firms (namely, smaller and lower
rating firms, see Bates et al., 2009). By contrast, regression results turn insignificant when the authors restrict
their sample to smaller firms. This result is consistent with Calomiris et al (2023) finding that large-
denomination bond issuance (equal to or above USD 500 millions) accounts for most of the debt issued after
2008. According to them, larger firms face a trade-off when deciding to issue debt securities. If the face value
of the issuance is higher than USD 500 million, their cost of financing is reduced, but this comes at the expense
of hoarding a higher share as idle cash. Thus, Calomiris et al provide a possible explanation to the phenomenon
observed by other studies.

Abraham, Cortina & Schmuckler (2021) focus on issuances made by Asian firms during 2008-2016 and use a
different perspective to analyze the uses of funds. They split the sample between #ew and recurrent issuers. New
issuers are firms issuing bonds after 2008 that hadn't made any issues between 2000 and 2007. Recurrent issuers,
by contrast, are firms that issued both before and after 2008. They also evaluate the uses of bonds proceeds
implementing Kim & Weisbach (2008) methodology and find that cash is the most important use of proceeds
during the year of issuance both for new and recurrent issuers. However, new issuers maintain their cash
holdings two and three years after bond issues, while recurrent issuers re-direct cash to other uses after the year
of issuance. Capital expenditures, acquisitions and Research & Development are also important alternative uses
of bonds proceeds, although not as important as cash savings.

A common procedure followed in all these papers, besides their findings on bond proceeds, is the fact that they
calculate the ex-ante incentives to engage in carry-trades using national-level interest data rather than the ex-post
results of carry-trading (Bruno and Shin, 2017; De Gregorio & Jara, 2024). The problem with ex-ante interest
rate differentials, as noted by De Gregorio & Jara (2024), is that they are also compatible with precautionary
motives, not only carry trades. While their paper leans towards the precautionary motive, it cannot rule out
engaging in carry trade activity as a motive (p.19). Furthermore, the speculative rationale has recently faced
closer scrutiny. According to Rabinovich and Perez Artica (2022), who used interest income firm-level data,
the latter does not emerge as a significant driver for the accumulation of cash reserves in Latin America. This
paper, however, does not consider bond issuances. Kaltenbrunner et al. (2024) observed a prevalence of

precautionary motives in Brazil and Turkiye. Firms appear to borrow in foreign currency during periods of



favourable international liquidity conditions while maintaining cash reserves as a safeguard against potential
shifts in these conditions. Considering this recent evidence and the issues involved in using ex-ante incentives
for carry-trading, in this paper we follow an alternative methodology that consist of ex-posz results as explained

in Section 5.

A second gap we identify in the literature is that it has concentrated on the consequences of bond issuance in
the asset structure of non-financial firms, either in cash and short-term investments (Bruno & Shin, 2017,
Caballero, Panizza & Powell, 20106) or lending it as commercial credit (Hardy & Saffie, 2019). One exception is
the paper by Cortina et al (2018) that focuses on the liability structure using data on EMEs bond issuance and
syndicated loans. However, they only analyze the use of proceeds for the latter and study the self-reported use
as main source of information. As we describe in Section 4, self-reported use is problematic due to opacity.

The overall lack of empirical work in the liability structure is striking given the existing evidence that it may also
be an important driver behind bond issuance. In the case of Brazil, for instance, the Central Bank (2020)
highlighted that refinancing and extension of debt was the main destination of debt proceeds in 2017, 2018 and
2019: 84.3%, 83.8% and 85.6% respectively. The preliminary evidence we find in the self-reported use (Section
4) points towards similar directions. More generally, in the context of a long period of low interest rates at the
international level, it was a rational option for firms to both issue long-term rather than short-term debt for
financing purposes or to repay/rollover old debt. In both cases, however, the proportion of short-term debt
would decrease. We therefore address this gap by estimating the effect of bond issuances on short-term debt.

3. Regional and sectoral distribution of debt expansion in the 2000s

Since the 2000s and with greater intensity after the GFC, there has been a rapid growth in NFC debt in
international capital markets, notably in EMEs. Latin America has not been an exception to this more general
process.! According to BIS statistics, as reflected in Table 1, total debt in capital markets grew from 5 trillion
in 2000 to 25 trillion in 2022. When broken down by sectors and periods, it is observed that the main driver
globally has been Financial Corporations (FCs), followed by NFCs. However, this dynamic has not been
uniform across all years, especially for FCs. While different period segmentation continues to be a point of
controversy in the literature, in this paper we focus on three main sub-periods. The first from 2000 to 2008,
marked by the outbreak of the GFC, the second one goes from 2009 to 2014, characterized by the peak in debt
issuances and the “FED tapering”, and third one begins in 2015 and continues to the present, which includes
the COVID-19 period.?

The most significant global change occurred in the first stage, due to the high dynamism shown by FC debt.
Between 2000 and 2008, FCs from advanced economies increased their stock of debt in international markets
from 2.9 trillion to 13.8 trillion, driven by increases in dollar placements outside the United States, especially by
European banks (Shin, 2012). After the outbreak of the global financial crisis, FC debt lost momentum,

! BIS data also includes the Caribbean but the contribution of these countries to debt growth is minor, so we term the
whole region as ‘Latin America’ for simplicity.

2 We include the COVID-19 pandemic in the last period for simplicity. We are aware, however, of different periodizations
(see, for instance, Hardy & von Peter, 2023) so we experiment with other sub-periods in one of our robustness checks.



transitioning from a growth rate of neatly 400% in the previous stage to less than 16%, increasing by only 1.5
trillion over a decade and a half.

Following the outbreak of the GFC in 2008, a second stage begins, which extends until the year 2014. During
this period, quantitative easing policies in the U.S. and other core countries led to a significant decline in the
cost of international financing and an increase in global liquidity, prompting investors to take positions in assets
of peripheral countries, especially in fixed income securities (Fernandez et al., 2018). The most dynamic sector
in debt expansion for all countries worldwide shifted to EMEs NFCs (Abraham et al., 2020). Between 2008
and 2014, global NFC debt grew from 3.0 trillion to 5.1 trillion, recording a 70% increase, while FC debt
decreased from 13.8 trillion to 13.4 trillion and government debt grew from 1.2 trillion to 1.6 trillion.

Within EMESs, Asia registered the highest proportion of NFC debt issuances. Between 2000 and 2022, out of
the total 1.8 trillion increase in NFC debt, 6 out of every 10 extra dollars of issuances correspond to Asia.
Moreover, the trend of debt expansion in financial markets began earlier than in other EMEs. Between 2000
and 2008, NFC debt in Asia grew from 176 billion to 441 billion, registering a 156% increase. Then, between
2008 and 2014, debt continued to increase and accelerated, reaching 1.2 trillion.

[TABLE 1]

Latin America, on the other hand, was not far behind. Although it did not capture the largest volume of
issuances, it was the most dynamic region in terms of rate of growth of NFC debt, especially in the period 2008
to 2014. The stock of NFC debt in Latin America grew from 59 billion in 2000, to 96 billion in 2008, 373 billion
in 2014 and 478 in 2022. The second sub-period was therefore the most dynamic, concentrating 66% of the
total debt issued between the years 2000 and 2022. Moreover, a clear transition is seen in 2014 for the Latin

American NFC sector, when gross NFC issues reached a peak, as we show later in Figure 1.

More broadly, while EMEs continued to lead global debt accumulation, gross debt issuance by NFCs from
EMEs came to a halt in the middle of the decade. As this sector’s issuance subsided, governments debt in
EME:s accelerated. This latter trend was further intensified by the outbreak of COVID-19 in 2020, because of
the expansion of supportive fiscal policies (IMF, 2022). For Latin America, the BIS data shows that while total
international debt outstanding by NFCs from Latin America increased by 28% between 2014 and 2022,

governments international debt grew by 75%.

Regarding the distribution of NFC debt, similarly the previous stage, Asia was the most dynamic and increased
its prominence in the volume of placements within EMEs, increasing the stock of debt in international markets
by 598 billion in 2014 to 1.18 trillion in 2022, while the stock of Latin American debt increased from 289 trillion
in 2014 to 508 trillion in 2022. That is, 7 every 10 dollars of new debt corresponded exclusively to Asia.

4. Data

We combine bond issuance information from the Securities Data Company (SDC) module of Thomson
Reuters Eikon with Balance Sheet Information from Thomson Reuters Eikon. We first retrieve bond issuance
information from active and inactive, publicly listed firms whose ultimate parent company is incorporated in
Latin America. As we focus on non-financial companies, we also exclude financial firms identified by the



primary SIC codes from 6000 to 6799 and firms without sectoral information. Due to data quality and
availability, the period of analysis starts in 2000 and ends in 2022. Our database includes 6,243 data points on

bond issuances, 4,365 in local currency and 1878 in foreign currency.

Eikon provides information on the currency in which bonds are issued. It is important to note that firms issue
bonds with different subsidiaries and can issue bonds multiple times per year. For instance, ‘Petrobras Global
Finance BV’ incorporated in the Netherlands is a subsidiary of the parent company, ‘Petroleo Brasileiro SA’,
incorporated in Brazil. In these cases, we allocate the amount issued by subsidiaries to the parent company
focusing on the nationality of the firm rather than its residence. This is a standard procedure followed by others
(Bruno & Shin, 2017). After doing this, we calculate the total amount issued in local and foreign currency per
year and firm. With this information, Table 2 summarizes the total amount and the number of issuances in

local and foreign currency by firms belonging to different Latin American countries.
[TABLE 2]

Focusing first on the national composition of corporate debt, we observe that Brazil, Mexico and Chile are the
countries with the highest volume of NFC debt placement throughout the entire period. These three economies
accumulate 89% of total emissions for the entire period, while the remaining 11% is made up of emissions
from the rest of the 12 economies in the region. Regarding this distribution, some studies claim that is possible
to explain this trend by a parsimonious relationship between incoming flows due to financial debt and the
contribution of this economies in the regional GDP. The only two exceptions are Chile and Argentina: the first
because of its larger financial integration and high presence of domestic financial markets, and the second due
to its lower financial integration and large foreign debt problem (ECLAC, 2023).

If we turn to the currency composition, foreign-denominated debt, especially dollars, turns out to be the most
important and verifies the highest growth (Figure 1). Between 2000 and 2022, debt in foreign currency reached
64% of total issuances, while debt in local currency recorded for the remaining 36%. Moreover, the greatest
expansion of debt flows was associated with a relative growth in the weight of issuances in foreign currency.
The proportion of debt in foreign currency went form 54% between 2000 and 2008 to 66% between 2009 and
2014. Between 2015 and the present, the ratio of debt issuance in foreign currency remained above 60% for
almost all years.

[FIGURE 1]

Thomson Reuters Eikon provides further information about the structure of corporate debt in relation to the
coupon and maturity of issued bonds, as well as the relation between short- and long-term debt on the
companies’ balance sheets. Table 3 presents a summary of these results, distinguishing across sub-periods and

type of currency of the issuance.

Regarding the coupon for issuances in foreign currency, a persistent reduction is observed throughout the 3
periods. The median coupon for emissions went from 7.8 points in 2000-2008, to 6.3 points in 2009-2014 and
5.8 points in 2015-2022. In total, the coupon for issues in foreign currency was reduced by 2 percentage points
for the entire issue window. Regarding the coupon for issuances in domestic currency, there is an initial drop
between the 2000-2008 period against 2009-2014, going from 7.9 points to 7 points, and then a growth in the
period 2015-2022 reaching 8.1. This rise is related to the acceleration of global inflation and the devaluations



of regional currencies, especially in the post-pandemic. The total effect is a slight increase of 0.2 percentage

points.

With respect to the average maturity of issues in foreign currency, LAC register for a prolongation of the
maturity periods, although the most relevant part occurs in the period 2009-2014. The median maturity of
emissions went from 7.1 years in 2000-2008, to 9.7 years in 2009-2014, and then fell back to 7.3 years in 2015-
2022. Throughout the entire period the maturity for issuances in foreign currency decreased by 0.1 year
throughout the period. Regarding debt in local currency, the median went from 4.8 years in 2000-2008, to 5.1
years in 2009-201, and then fell to 3.9 years in 2015-2022. Across the full period, the maturity of debt issues
was reduced by 0.6 years. This shorter maturity for debt in local currency is in line with findings in the literature
(Cortina et al., 2018).

Likewise, changes in the term structure of liabilities can also be observed through complementary information
from the financial statements of the companies. When distinguishing by currency of issuance, it is observed
that the median of the short-term to long-term debt ratio for companies that issued debt in foreign currency
decreased considerably from 14% in 2000-2008, to 4.5% in 2009 -2014 and 3.6% 2015-2022. Similarly, the
median short-term to long-term debt ratio for companies that issued in domestic currency decreased from
17.9% in 2000-2008, to 7.2% in 2009-2014 and to 5.4% in 2015- 2022.

[TABLE 3]

An additional element illustrates the relevance of liabilities management as a motive for bond issuances over
these years. Firms issuing debt typically include the uses of those funds in the prospect. Thomson Reuters
Eikon includes such information but unfortunately firms tend to be quite obscure in the self-declared use. The
most frequent use of funds disclosed by firms is a miscellaneous category called “General Corporate Purpose”.
In 4,207 (or 67.45%) of the cases firms reported this as the only motive. In 4,965 (or 79.5% of the cases) firms
declare this as at least one of the motives. Table 4 reports the self-declared uses of the 2,036 cases in which at
least one motive besides “General Corporate Purpose” is reported.

Finally, following previous findings in the literature (Calomiris et al, 2023, see discussion above), we also
evaluate the relevance of particularly large issuances in our sample. Figure 2 shows a histogram for debt
issuances in foreign currency according to the size of issuance’. Between USD 1 and 499 million, there are 1313
issuances totalling 192 USD billion, corresponding to 24% of the total volume issued and grouping 70% of
individual issuances in foreign currency. By contrast, issuances equal to or higher than USD 500 million,
accumulating only 30% of issuances represent as much as 76% of the total proceeds. Notably, USD 500 million
presents one of the largest peaks in Figure 2.

[TABLE 4]
[FIGURE 2]

The final step is to merge firm-level issuance information with the balance sheet data of those issuing
companies. We also retrieve balance sheet data on those Latin American companies that did not issue bonds in
the period under analysis allowing for a comparison between those different types of firms. Our sample

3 We consider only foreign currency debt as they are the largest in volume and the most illustrative of the process.



comprises 736 firms from Latin America, out of which 187 issued bonds in foreign currency, 511 issued bonds
in local currency and 110 issued both types.

5. Methodology

We now go on to systematically evaluate how Latin American firms used the proceeds of bonds issued both
domestically and internationally. To this aim, we draw on the methodology developed by Kim & Weisbach
(2008). This widely used specification, originally used to identify uses of equity issuances (W. Kim & Weisbach,
2008) and later applied to bond issuances (Abraham et al., 2021; Bruno & Shin, 2017; Calomiris et al., 2022;
Erel et al., 2012), allows to identify the correlation between those sources of funds and different categories in
the financial statement of the firm (stocks and flows) in multiple periods. While the results of these equations
have been typically analyzed as uses of funds, a more literal interpretation of the coefficients is that they are
ultimately correlations between the focal independent variable (funds coming from either equity or bond

issuance and other sources) and financial statement data.

The distinction between uses and correlation (or impact) is key because it allows us to include interest income
as one of the dependent variables. One of the innovations of this paper is therefore to address the limitations
in carry-trades measurement by using the ex-post interest income earned by the firm. Carry-trades are ultimately
an interest arbitrage so, if firms are engaging in such behavior, it should be reflected in this category. Notably,
this is a gross measure, i.c. we do not compute the costs involved in engaging in such activities. The reason is
that while it is straightforward to compute the income associated with holding financial assets, the costs incurred
in the pursuit of such activities cannot be easily distinguished from those financial costs needed, for instance,
to finance the primary or operating activities of the firm. If any, interest income overstates carry-trades but, at
least, it is certain that if firms did engage in carry-trading activities when issuing foreign-denominated bonds, we
should expect to see a positive impact on future interest income.*

Besides interest income, we concentrate on changes of three other main variables related to bond issuance.
First, we evaluate whether firms used bond proceeds to accumulate cash reserves, particularly for dollar
denominated bonds, as found by others (Abraham et al.,, 2021; Acharya & Vij, 2020; Bruno & Shin, 2017;
Calomiris et al., 2022). Our second variable of interest is fixed capital formation, seeking to know to which
extent bond proceeds contributed to finance higher fixed investment in the years following issuances. Third,
connecting to the second contribution of this paper, we look at the evolution of short-term debt to answer

whether bond issuances led to significant changes in the term-structure of firms’ liabilities.

We aim to compare the impact of bond proceeds and other sources of funds in the four categories described
above. While interest income and capital expenditures are flow variables, cash and short-term investments and

short-term debt are stock variables. Following Kim & Weisbach (2008), for the latter we compute Y as follows.

Eq.1 Yie = n{[(Vie — Vi) /TAjo] + 1}

4 Another way of saying this is that a positive impact on interest income is a necessary condition for carry-trading but not
sufficient.



Where Vj; is the balance sheet variable (cash and equivalents, or short-term debt) for firm i at the fiscal year
end t, Vjq is the same variable at the fiscal year end prior to the bond issuance, and TA;q represents the total

assets of firm [ prior to the bond issuance.

For variables from the income statement and cash flow statements (interest income and capital expenditures),

A

Where Vi is the income or cash flow variable for firm i at the fiscal year end t. With this set of dependent

in turn, we define Yj; as follows:

t
Eq.2 Vi = ln{ (Z Vit)/TAio

i=1

variables, we estimate a model using the following specification:

Cum.Bondproceedsit Cum.OtherSources;;

Ve = aln( o )+ 1] + Byin | (FEETERE) 1 1] ByinlTA ] +

T C
Zj=1 yearj + Ye—1 ac + &

Eq.3

Where year; are fiscal year dummies, @, are country dummies. Additionally, Cum. Bondproceeds;; and
Cum. OtherSources;; represent the amount of bond proceeds and other sources of funds, respectively, for

firm i accumulated over a time horizon t, with t € {1, 2,3, 4} :

t

Eq. 4 Cum. Bondproceeds;, = Z Bond proceeds;
s=1
Eq. 5 Cum. OtherSources;; = Y.5_, Other Sources;

We interpret the coefficient 1 as measuring the effect of bond proceeds raised per issuance on the dependent
variables for each year of the time hotizon. 5, in turn, measures the effect of other soutces of funds on each
variable Y. The effects measured by ff; and f5, are interpreted as use of funds in the case of cash and short-
term investment, capital expenditure and short-term debt and as correlation in the case of interest income. If
coefficients f; and f, are statistically different (using a Wald test of parameters), then different soutrces of
funding will impact the dependent variables differently.

Finally, while our whole period under analysis is 2000-2022, and considering the main stylized facts presented
in section 3 and 4, we divide it into sub-samples. As discussed above, these decades contain phases with
markedly different characteristics, leading us to distinguish three sub-periods. As is clear from the literature, in
the aftermath of the Global Financial Crisis a distinct phase in the global financial system was originated known
as the “second phase of global lignidity”. We thus define the pre-crisis period for the years 2000-2008. This is
conventional in the literature. Our second cut is defined in 2014. As shown in Figure 2 above, bond issuance
activity by Latin American NFCs reached a maximum that year and was followed by a period of lower issuance.
Additionally, the post-crisis period ending in 2014 becomes interesting as this is the main object of concern by
relevant studies in the global corporate debt literature. Consequently, we define 2008-2014 and 2015-2022 as



our second and third sub-periods of interest. In one of our robustness checks we nevertheless study sub-periods
2 and 3 together without the COVID-19 pandemic.

6. Econometric results

a.  Bond proceeds vs. other sources

When we compare the coefficients in Table 5, we find that firms in Latin America tend to use funds from
bonds proceeds for cash savings in a greater proportion than other sources of funds. We observe this in the
three sub-periods. Results are statistically different from 0 in all 4 years after bonds were issued in all sub-
periods except for the 204 year in the 2009-2014 period. This result is in line with evidence reported in the
literature (Bruno & Shin, 2017, Calomiris et al, 2023).

In terms of capital expenditures, the contribution of bond proceeds to financing fixed investments is also higher
than that of other sources, particularly during the first and the third sub-periods. Notably, the 2000-2008 period
is the one with fastest economic growth in our sample. However, during the subperiod immediately following
the GFC, this difference disappears, which echoes some findings in the literature for that period highlighting
the use of bond proceeds to finance carry-trades.

In terms of our two remaining variables, we do observe that interest income increases significantly more as a
response to bonds proceeds when compared to other sources of funds, which might reveal that firms
accumulate liquid assets yielding a financial return. This is particularly noteworthy after the Global Financial
Cirisis, mostly in the 2015-2022 period with the largest effects of bond proceeds in future interest income and
most significant differences from the effects of other sources. Finally, at this level, we do not find any inclination
of firms to use bond proceeds for reducing short-term debt.

[TABLE 5]

b. Local vs. foreign-denominated bond issuances

A second analytical step consists of evaluating whether the currency of bond issuance affects the propensity to
use bond proceeds for alternative uses. Therefore, we estimate a modified version of Equation 3, where we
split bond proceeds between local and foreign currency-denominated issues. We use the following specification:
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In this new specification, f; and f; measure the effect of local and foreign currency bond proceeds respectively
on dependent variables. Now, if coefficients f; and f, are statistically different, then the currency of

denomination of bond issuances affects the inclination of firms to use proceeds in alternative uses.



Results shown in Table 5 above point to a distinct inclination of firms to use bond proceeds to accumulate cash
and equivalent assets. When we explore whether the currency of denomination impacts on this use of proceeds,
in Table 6 below, we find no differences between bond issues in local and foreign currencies. The coefficients
for local and foreign currency-denominated issuances are not statistically different during the first two sub-
periods. However, since 2015 we find that the contribution of bonds issued in local currency to the
accumulation of cash is higher than for bonds denominated in foreign currency. Regarding capital expenditures,
the contribution of bond issuances in local and foreign currency is statistically significant and seems to be
approximately the same. In no period do we find statistically significant differences.

The similarity in capital expenditures contrasts with interest income that seems to respond more markedly to
issuances in local currency than those in foreign currency. This is a major departure from what has been
previously found in the literature (Bruno & Shin, 2017; Caballero et al., 2016). First, issuances in local currency
are associated with higher interest income in all three sub-periods. Second, issuances in foreign currency have
no positive effect on interest income. Taken together, these findings go against other evidence showing a greater
tendency to use bond proceeds in foreign currency for carry trading. One possible interpretation of these
results, on the other hand, is that firms keep proceeds from foreign-denominated bonds in foreign currency,

hence reporting lower interest rate.

Finally, while bond issuances in local currency were used in a higher proportion to reduce short-term debt
during the pre-GFC period, foreign currency bonds played this role in the subperiod immediately following the
GFC. In the 2009-2014 period, proceeds from bonds in foreign currency always have a negative sign and in
year 2 and 3 after the issuance, the effect is statistically different from 0. This finding provides an alternative
narrative to carry-trading. In the period that verifies the largest increase in foreign-denominated bonds, firms
in Latin America took advantage of that liquidity and used the proceeds in foreign currency to improve their

financial position and reduce short-term debt.

[TABLE 6]

¢.  Local vs. foreign-denominated bond in large bond issnances

Next, we follow Calomiris et al (2023) and evaluate whether firms issuing large “index eligible’ bonds use their
proceeds in any distinct way. According to their findings, we should find that firms with large issues are more
likely to increase their cash holdings. This is because firms with large issues benefit from the “sige yield discount’
and thus enjoy a lower coupon, but in return face the risk of holding excess idle cash in their balances as a result
of receiving proceeds in excess of their immediate financial needs.

As discussed above, we find that large issuances that lend themselves to the “iudex eligible” pattern are only
found among the foreign currency denominated issues. Consequently, we identify firms with foreign currency
issues equal or higher than U§ 500 million and evaluate the extent to which their use of bonds proceeds differs
from the rest of the sample.

Above we show that bond issuances tend to correlate differently with alternative variables. We now seek to
distinguish whether the currency has different effects particularly for firms with larger bond issuances meeting
the “index eligible” pattern. The estimated model is:
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Here, to capture the difference between the proclivity to use local and foreign currency bond proceeds for
alternative uses, we test if coefficients f; + B, (that is, the proportion of local currency bond proceeds used
for each alternative use among firms with larger issues) are significantly different from f3 + [ (the proportion

of foreign currency proceeds for the same subset of firms).

We find that companies with larger issuances use foreign currency proceeds to increase their cash and
equivalents balances more pronouncedly than local currency bond proceeds, but this takes place only during
our second sub-period, the immediate post-GFC years. This is in line with findings by relevant studies in the
literature. For instance, Bruno & Shin (2017) document a similar trend toward accumulating cash balances out
of foreign currency bond proceeds among firms from EMEs, pointing to carry trades as the main driver.
Consistent with our findings, they find that this result is stronger during the years corresponding to our second
sub-period. Even closer to our results, Calomiris et al (2023) show that firms with larger issues are more inclined
toward cash hoarding in the year immediately following debt issuance particularly for the period 2009-2016. In
terms of capital expenditures, we do not find any noticeable preference between local and foreign currency
proceeds as sources of investment financing in any of the three sub-periods.

Distinguishing among large issuances provides additional information regarding our remaining variables of
interest. In terms of interest income, Table 7 shows that the difference between issuances in local and foreign
currency is driven by large issuers in local currency in the 2000-2008 and 2015-2022 periods. Still, we find that
it is local currency -rather than foreign currency- bond proceeds that led to higher interest income. Moreover,
this is consistently observed throughout the three sub-periods, including the second sub-petiod for which we
find a higher inclination to use foreign currency proceeds to accumulate cash.

Finally, the second sub-period is also distinct in that during those years, foreign currency proceeds lead to a
reduction in short-term debt, a sign of bond issuance being used as an instrument of liabilities management by
larger firms. This situation is partially reverted, however in the 2015-2022 period in which large issuances in
foreign currency are associated with more short-term debt.>

[TABLE 7]

5> Based on the results we report in Table 8, the positive correlation we observe in the third period between short-term
debt and large issuances in foreign cutrency may be driven by the COVID-19 pandemic.



7. Robustness analysis

We perform two robustness checks for our main results reported in section 6. Despite our rationale for dividing
the whole period into 3 sub-periods (see section 3), the literature typically emphasizes that the second sub-
period ends during the COVID-19 pandemic (Hardy & von Peter, 2023). Our first robustness check therefore
considers whether using a different periodization affects the results (Table 8). We stretch the extent of our
second sub-period, to encompass the years following the GFC and preceding the COVID-19 pandemic,
namely, 2009-2019. We re-run the Kim & Weisbach (2008) regression using data for that sub-period and find
that, all in all, results mix some elements of our original second and third sub-period.

Bond proceeds continue to outpace other soutces of funding for cash accumulation and are still the source of
funding most intensely correlated with interest income (Panel A). Moreover, they still contribute more
pronouncedly to finance capital expenditures, particulatly three and four years after issuance as we found in
our third period. When we split the contributions of local and foreign currency proceeds throughout this period
(Panel B), we find that local currency proceeds are more markedly related to cash accumulation as we originally
found for the 2015-2022 period. However, differently from our original findings, foreign-denominated bond
issuances are negatively related to short-term debt for the whole period between the GFC and the COVID-19
pandemic. The fact that foreign-denominated bonds are not related to carry-trading is a result that is robust to
the new periodization and consistent with our original findings. The same results in terms of cash, interest

income and short-term debt (more markedly for the latter) are obtained when we focus on larger issuances

(Panel C).
[TABLE §]

In a second robustness check we evaluate whether results hold when we consider firms from the energy and
materials sectors separately. These sectors show up as highly engaged in the international bond markets (Bruno
& Shin, 2017, pp. 721-723) and might be driving our main results. Consequently, we re-run Kim & Weisbach
regressions identifying firms in those two industries. We create an indicator variable equal to one for firms in
the Energy and Materials sectors, and we include interaction terms with the main sources of funding, as in
Equation 7. This strategy allows us to capture the results shown below in Tables 9 and 10.

Separating these two sectors from the rest of the sample does not seem to preclude the main results discussed
above. For example, when we analyze the results for the general sample (without energy and materials apart)
bond proceeds continue to be the source most strongly associated with cash accumulation, interest income and
capital expenditures (Table 9). Moreover, no clear signs of short-term debt reduction arise, similar to findings
previously discussed. As regards energy and material firms, we also find that bond proceeds are more strongly
related to cash accumulation, although not to interest income and fixed investment.

When comparing the use of proceeds in different currencies (Table 10), the sample excluding energy and
materials firms also continues to show results consistent with those presented for the whole sample. We do not
find large differences in the proportion of proceeds in local and foreign currency that are accumulated as cash
or used to finance capital expenditures, and local currency proceeds are again more strongly correlated with
interest income after the GFC. We barely see minimum differences in the use of local and foreign proceeds to
reduce short-term debt.



For firms in the energy and materials industries, on the other hand, we observe mild divergence from this
general pattern of uses of funds. Cash accumulation and interest income are both similarly associated to local
and foreign currency proceeds. Additionally, although we do observe mild differences in the way firms from
these two sectors combine bond proceeds in different currencies for capital expenditures and short-term debt
reductions, these do not define clear-cut patterns.

[TABLE 9]

[TABLE 10]

8. Discussion and conclusion

In this article we have analyzed the bond issuances of Latin American firms during the 2000-2022 period. While
Asian firms have been responsible for the largest proportion of NFC debt growth, Latin American firms have
been the second most active in bond issuances, especially those in foreign currency. Considering that corporate
debt from EMEs has been the main driver of debt expansion after the GFC, its relevance for local and global
financial markets’ stability, and therefore Central Bank practice, is evident. We contribute to the analysis of this

phenomenon by focusing specifically on the way firms allocate funds obtained through such behaviour.

The prevailing explanation for bond issuance in foreign currency has been centred around speculation through
carry-trading. According to this narrative, firms issue foreign-denominated bonds in low-interest rate countries
with the intention of investing the proceeds in high-interest rate financial instruments or lending it locally.
Moreover, these studies have been focused on EMEs in general without any of them concentrating on Latin
America in particular. Our paper challenges the carry-trading hypothesis both by innovating methodologically to

measure such activity and analytically by considering an alternative use for bonds proceeds.

In terms of our findings, in this article we show that bond proceeds are more strongly associated with cash
accumulation when compared to other sources of finance, as found by relevant studies in the literature
(Abraham et al., 2021; Bruno & Shin, 2017; Calomiris et al., 2022). However, they are also more strongly
associated with capital expenditures, weakening the case for “speculative motives” driving bond issuance
activity.

More specifically, we do not find consistent evidence of carry-trading being the main use of proceeds from
foreign currency debt issuance. First, we do not find a systematically stronger association of foreign currency
bond proceeds with cash accumulation, when compared to local currency bond proceeds. This higher
association of foreign currency proceeds to cash accumulation is only found for firms with larger issuances
(equal to or above USD 500 million), during the 2009-2014 period of intense bond activity by firms from the
region. Second, and more importantly, we find that local currency bond proceeds are the ones more strongly
associated with financial income. Issuances in foreign currency, on the other hand, have no positive effect on
interest income. Therefore, we do not find any evidence of a use of foreign-denominated bonds to engage in
carry-trading. If anything, firms’ engagement in financial speculative activities seems to be centrally financed
through local currency-denominated bonds.



The evidence from the descriptive statistics suggests that, during the corporate bond bonanza experienced after
the GFC, new issuances in foreign currency came with reduced coupons and extended maturities. Our
econometric results validate this idea. We find that during the period 2009-2014 (and 2009-2019 as well), foreign
currency proceeds were associated with short-term debt reduction. Overall, our results tend to go more in line
with firms using the beneficial international context after as a precautionary measure, saving for future

uncertainties, and improving their liability structure.

Our results have policy implications for Central Banks in Latin America. First, in relation to foreign-
denominated debt. This type of debt is associated to multiple types of risk such as operational performance
(IMF, 2022; Kalemli-Ozcan et al., 2022), insolvency (Asis et al., 2021; Chui et al., 2018), rollover (Celik et al.,
2019) and currency (Alfaro et al., 2019). While all of them merit attention, currency risk is particularly relevant
for Central Banks. Even though our results go against a purely speculative use of foreign proceeds for carry-
trading and point towards an improvement of the financial position of nonfinancial firms, this does not mean
that corporate bond issuances may be neglected from a regulatory perspective. Quite on the contrary, the
accelerated growth in foreign denominated debt can introduce a systemic risk if firms’ ability to repay their debt
is impaired amid foreign exchange depreciation. Moreover, these larger external liabilities may put pressure on
Central Bank reserves in a moment of distress. An example of this is Argentina during the COVID-19
pandemic, where the corporate sector sought to cancel its external debt, thereby adding considerable pressure
on a strained foreign exchange market. This situation compelled the government to mandate a renegotiation of
corporate foreign debt.

Second, in terms of our specific findings, while we have shown that some of the foreign-denominated
borrowing has been utilized to enhance the financial standing of the firm by substituting short-term borrowing
with long-term debt, there exists a potential downside. This concern may arise particularly in cases where firms
opt to replace short-term debt denominated in local currency, with foreign-denominated long-term debt.
Regrettably, our dataset does not enable us to discern this distinction. Still, more research should be done in
this direction because what is a logical decision from the point of view of the firm may have negative

macroeconomic consequences.

Third, we have also demonstrated that debt denominated in foreign currency is more attractive than local-
currency alternatives regarding coupon rates and maturity. This illuminates an area of potential policy
intervention aimed at increasing the proportion of local currency denominated debt, further supporting the de-
dollarization of credit observed in several countries from the region. Improving the conditions of local currency
instruments might be targeted by authorities as a mean for diminishing the overall risks associated with

corporate debt.

Fourth, in this article we have adopted a nationality-based perspective, rather than a resident-based one for the
capital flows under consideration as many issuances occur through foreign subsidiaries of Latin American firms.
Traditional capital control measures focus on portfolio flows, but intercompany loans, categorized as foreign
direct investment, often bypass regulatory controls (de Camino et al., 2023). Thus, from a macroprudential
perspective, the emergence of corporations as global financial intermediaries during the recent expansionary
phase of the global financial cycle, raises questions about the necessity of implementing specific capital flow
management measures directed at this sector. In particular, by creating buffers at the level of large borrowers
to prevent excessive vulnerabilities in the financial systems at large (Arakelyan et al., 2023).



Fifth and finally, just as the accumulation of corporate debt drew significant attention from scholars and
officials, its decline now demands equally rigorous scrutiny. Focusing on developed economies, Ottonello &
Winberry (2020) and Cloyne et al. (2023) identify the financial conditions of firms—such as leverage and
liquidity demand—as critical determinants of the impacts of monetary tightening. The IMF (2022) emphasizes
the need to consider how these financial variables are distributed among firms. Our paper aligns with this
perspective, offering granular insights that help assess the potential spillover risks of this contraction to

peripheral economies.



References

Abraham, F., Cortina, J. J., & Schmukler, S. L. (2021). The rise of domestic capital markets for corporate
financing: Lessons from East Asia. Jowrmal of Banking & Finance, 122, 105987.
https://doi.otg/10.1016/j.jbankfin.2020.105987

Abraham, F., Cortina Lorente, J. J., & Schmukler, S. L. (2020). Growth of global corporate debt: Main facts
and  policy  challenges. World ~ Bank  Poliy ~ Research — Working ~ Paper, — 9394.
https:/ /papers.sstn.com/sol3/papers.cfm?abstract_id=3690997

Acharya, V. V., & Vij, S. (2020). Foreign currency borrowing of corporations as carry trades: Evidence from india. National
Bureau of Economic Research.

Adrian, T., Fleming, M., Shachar, O., & Vogt, E. (2017). Market Liquidity After the Financial Crisis. .Annual
Review of Financial Economics, 9(1), 43—83. https://doi.otg/10.1146/annurev-financial-110716-032325

Aldasoro, 1., & Ehlers, T. (2018). Global liquidity: Changing instrument and currency patterns. BIS Quarterly
Review September. https:/ [ papets.sstn.com/sol3/papers.cfmrabstract_id=3288084

Alfaro, L., Asis, G., Chari, A., & Panizza, U. (2019). Corporate debt, firm size and financial fragility in emerging
markets. Journal of International Economics, 118, 1-19. https://doi.org/10.1016/j.jinteco.2019.01.002

Alter, A., & Elekdag, S. (2020). Emerging market corporate leverage and global financial conditions. Journal of
Corporate Finance, 62, 101590. https:/ /doi.org/10.1016/j.jcorpfin.2020.101590

Asis, G., Chari, A., & Haas, A. (2021). In search of distress risk in emerging markets. Journal of International
Economics, 131, 103463. https://doi.org/10.1016/j.jinteco.2021.103463

Avdjiev, S., Chui, M. K., & Shin, H. S. (2014). Non-financial corporations from emerging market economies
and capital flows. BLS Quarterly Review, 67-77.

Banco Central do Brasil. (2020). Relatdrio de Economia Bancdria.

Barajas, M. A., Choi, W. G., Gan, K. Z., Guérin, P., Mann, S., Wang, M., & Xu, Y. (2021). Loose financial
conditions, rising leverage, and risks to macro-financial stability. In Global Financial Stabillity Report (pp.
35-50). International Monetary Fund.

Bates, T. W., Kahle, K. M., & Stulz, R. M. (2009). Why do US firms hold so much more cash than they used
to? The Journal of Finance, 64(5), 1985-2021. https://doi.org/10.1111/j.1540-6261.2009.01492.x

Bruno, V., & Shin, H. S. (2017). Global dollar credit and carry trades: A firm-level analysis. The Review of Financial
Studies, 30(3), 703-749. https:/ /doi.org/10.1093/tfs/hhw099

Caballero, J., Panizza, U., & Powell, A. (2016). The second wave of global liquidity: Why are firms acting like
financial intermediaries? IDB Working Paper, 641.

Calomiris, C. W., Larrain, M., Schmukler, S. L., & Williams, T. (2022). Large international corporate bonds:
Investor behavior and firm responses. Journal of International  Economics, 137, 103624.
https://doi.org/10.1016/j.jinteco.2022.103624



Celik, S., Demirtas, G., & Isaksson, M. (2019). Corporate Bond Markets in a Time of Unconventional Monetary Policy
(OECD Capital Market Seties). OECD. https://www.oecd-ilibrary.org/governance/cotporate-
bonds-bondholders-and-corporate-governance_5js69lj4hvaw-en

Chui, M., Kuruc, E., & Turner, P. (2018). Leverage and currency mismatches: Non-financial companies in the
emerging markets. The World Economy, 41(12), 3269-3287. https://doi.org/10.1111/twec.12627

Cortina, J. J., Didier, T., & Schmukler, S. L. (2018). Corporate debt maturity in developing countries: Sources
of long and short-termism. The World Economy, 41(12), 3288-3316.
https://doi.org/10.1111/twec.12632

De Gregorio, J., & Jara, M. (2024). The boom of corporate debt in emerging markets: Carry trade or save to
invest? Journal of International Economics, 148, 103844. https://doi.org/10.1016/j.jinteco.2023.103844

Di Maggio, M., & Kacperczyk, M. (2017). The unintended consequences of the zero lower bound policy. Journal
of Financial Economics, 123(1), 59-80.

ECLAC. (2019). Estudio Econdmico de América Latina y el Caribe 2079.
ECLAC. (2023). Capital flows to Latin America and the Caribbean 2023 year-in-review and early 2024 developments.

Erel, 1., Julio, B., Kim, W., & Weisbach, M. S. (2012). Macroeconomic Conditions and Capital Raising. The
Review of Financial Studies, 25(2), 341-376. https://doi.org/10.1093 /tfs/hht085

Fernandez, R., Bortz, P., & Zeolla, N. (2018). The politics of quantitative easing. SOMO _Amsterdam.
https:/ /www.academia.edu/download/57257789 /Report-Quantitive-Easing-_final.pdf

Hardy, B., & Saffie, F. (2019). From carry trades to trade credit: Financial intermediation by non-financial
cotrporations. BIS Working Papers, 773. https:/ /www.bis.otg/publ/work773.htm

Hardy, B., & von Peter, G. (2023). Global liquidity: A new phase? BLS Quarterly Review.

IMF. (2015). Corporate Leverage in Emerging Markets. A Concern? In Global Financial Stability Report (pp. 83—
114). International Monetary Fund.

IMF. (2022). Private Sector Debt and The Global Recovery. In World Economic Ountlook.

Kalemli-Ozcan, S., Laeven, L., & Moreno, D. (2022). Debt Overhang, Rollover Risk, and Corporate
Investment: Evidence from the European Crisis. Journal of the European Economic Association, 20(6), 2353—
2395. https://doi.org/10.1093/jeea/jvac018

Kaltenbrunner, A., Karacimen, E., & Rabinovich, J. (2024). The changing financial practises of Brazilian and
Turkish firms under financial subordination, a mixed-methods analysis. Socio-Economic Review,
Fortheoming.

Kim, W., & Weisbach, M. S. (2008). Motivations for public equity offers: An international perspective. Journal
of Financial Economics, 87(2), 281-307.

Lo Duca, M., Nicoletti, G., & Martinez, A. V. (2016). Global corporate bond issuance: What role for US
quantitative easing? Journal of International Money and Finance, 60, 114-150.



McCauley, R. N., Bénétrix, A. S., McGuire, P. M., & von Peter, G. (2019). Financial deglobalisation in banking?
Journal of International Money and Finance, 94, 116-131.

McCauley, R. N., McGuire, P., & Sushko, V. (2015). Dollar credit to emerging market economies. BLS Quarterly
Reviesw December.

Noss, J., & Toffano, P. (20106). Estimating the impact of changes in aggregate bank capital requirements on
lending and growth during an upswing. Journal of Banking & Finance, 62, 15-27.

Rabinovich, J., & Pérez Artica, R. (2022). Cash holdings and corporate financialization: Evidence from listed
Latin American firms. Competition e Change, 10245294221117275.
https://doi.org/10.1177/10245294221117275

Roulet, C. (2018). Basel I1I: Effects of capital and liquidity regulations on European bank lending. Journal of
Economics and Business, 95, 26—406.

Shin, H. S. (2012). Global banking glut and loan risk premium. IMF Economic Review, 60(2), 155-192.

Shin, H. S. (2014). The second phase of global liquidity and its impact on emerging economies. In K. Chung,
S. Kim, H. Park, C. Choi, & H. S. Shin (Eds.), olatile Capital Flows in Korea (pp. 247-257). Springer.

Shin, H. S., & Zhao, L. (2013). Fimms as surrogate intermediaries: Evidence from emerging economies [Manuscript].
Princeton University.

Slovik, P, & Cournede, B. (2011). Macroeconomic mpact of  Basel 111.
https://papers.sstn.com/sol3/papers.cfm?abstract_id=2650033



Figures

Figure 1. Gross debt issuances by Latin American firms, 2000-2022
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Figure 1 shows the trajectories of Total Gross Debt Issuances made by Latin American firms, as well as Gross Debt
Issuances denominated in Local and Foreign currencies over the 2000-2022 petiod. Source: Authors' own elaboration
based on Workspace-Refinitiv.



Figure 2. Histogram for LAC NFC debt issuances in foreign currency in 2000 to 2022
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Figure 2 shows the histogram for the distribution of amount of issuance, for issuances denominated in foreign currency
made by Latin American firms in 2000-2022. For illustrative purposes issuances larger than 2100 million dollars are

excluded. Source: authors' own elaboration based on Workspace-Refinitiv.



Tables

Table 1. International debt securities outstanding
2008/ 2014/ 2022/
2000-Q4 2008-Q4 2014-Q4 2022-Q4 2000 2008 2014

mill USD mill USD mill USD mill USD var % var % var %
All issuers 5,050,747 18,117,441 20,127,248 25,212,325 259% 11% 25%
All countrics Non-financial corporations 1,422,136 3,040,431 5,162,959 7,406,194 114% 70% 43%
General government 700,550 1,238,717 1,622,557 2,382,091 77% 31% 47%
Financial corporations 2928061 13,838,293 13,341,732 15,424,040 373% -4% 16%
All issuers 4,406,057 16,790,821 17,135,189 20,114,080 281% 2% 17%
. Non-financial corporations 1,249,530 2,598,630 3,947,798 5,376,827 108% 52% 36%
Developed countries

General government 346,408 764,382 838,230 777,656 121% 10% -7%
Financial corporations 2,810,119 13,427,809 12,349,161 13,959,597 378% -8% 13%
All issuers 644,689 1,326,620 2,992,058 5,098,244 106% 126% 70%
Emerging market and ~ Non-financial corporations 172,607 441,801 1,215,161 2,029,367 156% 175% 67%
developing economies ~ General government 354,141 474,334 784,327 1,604,435 34% 65% 105%
Financial corporations 117,941 410,485 992,570 1,464,442 248% 142% 48%
All issuers 191,038 468,062 1,223,091 2,408,670 145% 161% 97%
Developing Asia and ~ Non-financial corporations 97,485 222,108 598,709 1,185,575 128% 170% 98%
Pacific General government 27,651 52,258 110,214 246,640 89% 111% 124%
Financial corporations 65,902 193,696 514,168 976,455 194% 165% 90%
All issuers 322,906 363,602 806,490 1,103,447 13% 122% 37%
Developing Latin Non-financial corporations 59,158 96,739 373,946 478,250 64% 287% 28%
America and Caribbean General government 235,501 218,018 289,688 508,326 -7% 33% 75%
Financial corporations 28,247 48,845 142,856 116,871 73% 192% -18%

Table 1 shows the total amount of international debt outstanding by region and sector at the end of years 2000, 2008, 2014 and 2022. Data reported for each

year corresponds to the fourth quarter. Note: all issuers exclude International Institutions and Central Banks. Source: Authors' own elaboration based on BIS

International Securities Database.

Table 2. Descriptive statistics for LAC debt issuances 2000-2022, by nationality and currency of issuance.

Average per issuance

Value (mill USD) Observations (mill USD)

Domestic  Foreign Domestic Foreign ~ Domestic ~ Foreign

currency  currency currency cufrency  cufrency  currency
Argentina 4,041 24441 231 273 17.49 89.53
Brazil 290,372 298,725 2,182 485 133.08 615.93
Chile 24,990 64,529 269 157 92.90 411.01
Colombia 9,172 33,743 115 73 79.76 462.24
Mexico 118,360 316,540 898 521 131.80 607.56
Peru 1,164 12,959 45 135 25.87 95.99
Uruguay 1,587 15 105.81
Venezuela 111 35,764 12 21 9.23 1,703.05
Others 6,000 5,978 613 198 26.64 57.45
Total LAC 454,209 794,266 4,365 1,878 48.33 316.84

Table 2 shows the total amount, total observations and average amount per issuance of

debt issuances by Latin American firms, by issuet's nationality and currency of issuance.

Source: authors' own elaboration based on Workspace-Refinitiv.




Table 3. Coupon and Maturity for LAC debt issuances 2000 to 2022. By currency of issuance.

D ® B | 2H0/(1)100 (BH2) 2100 31(1)] (1)4100
2000-2008 2009-2014 2015-2022 | second vs first third vs second overall
median median median change pp. change pp. change pp.
Issuer in Foreign Curr 7.84 6.27 5.81 -1.57 -0.46 -2.02
Coupon ]
Issuer in Local Curren 7.92 6.96 8.08 -0.97 1.12 0.16
. Issuer in Foreign Curr 7.12 9.67 7.25 255 -2.41 0.13
Maturity .
Issuer in Local Curren 4.60 5.09 395 0.49 -1.14 -0.65
ShortTetm  jocer in Foreign Curre 1423 445 3.59 9.78 -0.86 10.64
Debt/Long
Term Debe+100 Issuet in Local Curren  17.97 7.12 5.04 -10.85 -2.08 1293

Table 3 shows the median for coupon, maturity and ratio of Short-Term Debt to Long-Term Debt across our sample of
Latin American firms' bond issuances for the following three periods: 2000-2008, 2009-2014 and 2015-2022. Coupon and
maturity data are provided by debt issuances reports from Eikon-Refinitiv, and Short- and Long- Term Debt data are

extracted from balance sheet information.

Table 4. Self-declared uses of bond proceeds

Refi Capital Working Stock G Bond Acquisiti
Currency cfinance/ aplFa Oﬂ?mé’ Acquisitions roc reen PO Construction cqms@oﬁ Other
Reduce debt Expenditures ~ Capital Repurchase  Purposes of Securities
Forejgn 66.60% 18.47% 4.33% 2.25% 0.96% 4.55% 0.00% 0.79% 2.05%
Local 51.35% 18.40% 13.63% 3.51% 0.00% 5.15% 1.69% 0.00% 6.26%

Table 4 reports the self-declared allocation of bond proceeds by Latin American firms issuing bonds in 2000-2022, by currency of issuance.

Source: Authors' own elaboration based on Workspace-Refinitiv.




Table 5. Use of bond proceeds by sub-periods. Regression results for Equation 3

2000-2008 20092014 2015-2022

Cum. Bond Cum. Other p-value Curm. Bond Cum. Other  p-value Cum. Bond Cum. Other  p-value
Variable time | IV proceeds Sources 1 =32 I proceeds Sources B1 =132 N proceeds Sources B1=EBe
Cash 8 ST Inv. 1 (910 1e9gwr 0680w+ 0.063 1433 15924k 0498** 0.094 2789 L2006%k* Rk 0.000
Cash 8 ST Inv. 2 | 892 192 ek L0731 0.057 1412 1114k L526%H* 0.111 2343 2045%k* 0740k 0.000
Cash & 5T Inv. 3 | 877 2495 %k 078G+ 0.001 1393 117 Otk UG Yo ki 0.044 1871 208 gk 0847wk 0.000
Cash & ST Inv. 4 | 860 24304 L0895k 0.000 1376 124 9%% NI bt 0.000 1454 NETIGK kit 131 Ok 0.001
Cap. Expend. 1 |918 246 00%k 1903k 0.169 1449 VLG Qe VLT Bk 0.868 2963 BN o ha 1607wk 0.536
Cap. Expend. 2 | 906 B23 Gk 2103k 0.022 1429 252Gk 245 0.851 2448 (23 Gk 1930wk 0.026
Cap. Expend. 3 | 890 AT gk 2639 0.024 1407 3045%rk V2T Qe 0.571 1973 306Gk PEGVA 0.003
Cap. Expend. 4 1870 A8 gk 3190 ke 0.219 1387 Ao q ek ] i 0.233 1547 366 Ik SO0G P 0.001
Short-Term Debt 1 | 471 - 111%* -.059%* 0.216 359 0907 0500 0.582 948 0449 0102 0.295
Short-Term Debt 2 | 419 -0g1 -.032 0.311 311 0945 0485 0.487 718 0857* L0351** 0.237
Short-Term Debt 3 | 373 -032 -.032 0.991 283 0624 -.034 0.204 518 0581 -.010 0.271
Short-Term Debt 4 | 319 0381 -.031 0.285 264 0570 0104 0.594 367 L1931* 0333 0.044
Interest Inc. 1 918 0096 0123 0.692 1449 0134** -.003 0.003 2963 L0271 Ok 0145w+ 0.043
Interest Inc. 2 | 906 0231%* 019Gk 0.802 1429 .0158* -.000 0.055 2448 RICH e 0237wk 0.119
Interest Inc. 3 | 890 050G *+* 0290w 0.132 1407 0103 0068 0.642 1973 045544+ (292 %k 0.033
Interest Ine. 4 | 870 L EOT Ak L0398k 0.192 1387 .0119 0118#* 0.2a88 1547 L0671 Ok 0330k 0.017

Table 5 shows the results of estimating Equation 3 across the three sub-periods, for the following potential uses of funds: Cash & Short-Term Investments, Capital Expenditures,

Short-Term Debt reduction, and Interest Income. We perform 4 consecutive regressions for each dependent variable, using the cumulative change (in the case of balance sheet

wvariables) or amount (for income and cash flow statements wariables), against the cumulative amount of bond proceeds and other sources of funds from 1 to 4 years after the first

bond issuance. All wvariables are in lop-transformed as explained in equations 1 to 5. * indicates sipnificance at 10%, ** sipnificance at 5% and *** significance at 1%.




Table 6. Use of bond proceeds by currency and sub-periods. Regression results for Equation 6

2000-2008 2009-2014 2015-2022
Cum. Cum. Cum. Cum. Cum. Cum. Cum. Cum. Cum.

Local C.  Foreign C. Other  p-value Local C. Foreign C. Other  p-value Local C.  Foreign C. Other p-value
Variable time | N proceeds  proceeds  Sources Pi=f N proceeds  proceeds  Sources Bi1 =P N proceeds  proceeds Sources  Bi1 =B
Cash & ST Inv. 11910 171 .1686%F 0697+ 0.980 1433 .1253% 1155k .0049 0.900 2788 .2933%kx 1417k .0952%kx  0.024
Cash & ST Inv. 2] 892  .1447%F* 2515%* .0446**  0.246 1412 .088** 1286%F 02750+ 0.524 2343 .2984%* .0865%** .0641+%* 0.000
Cash & ST Inv. 3| 877 .2518%*%* 2135%0 - 0408%F*  0.697 1393 .0977*F* 101+ .0339%+E  (0.955 1871  307*F* 1921 %%% L0801 %%* 0.118
Cash & ST Inv. 4] 859 .2603%** 1662%0 05010+ (0.277 1375 . 1073%%* .0942%* .038%F* 0.774 1454  2822%%* 2057%%% 129%%% 0.341
Cap. Expend. 1] 918  .2496%k¢ 1496 1771%  0.024 1449 0872k 1384%k (757 (0.377 2962 133wk 1307%6x 1295%k (0.913
Cap. Expend. 21906 3091k 1923%kk  1346%FF  0.163 1429 1761%kx  2581%kk  1582%kk  (.253 2448  2012%kk  1896%Fx  167T7RE 0.747
Cap. Expend. 3] 890 .3339%* 3405%%F  1746%F*  0.944 1407 .2392%Fx 2194+ [1989*+F  (.824 1973 .2289%F* .2594#%* 2036+ 0.484
Cap. Expend. 4] 869  .3146%** A1 .2094*+F 0.300 1386 .313G%Fx  2211%6x 2427+ (.309 1547  .2779%F* 337Hk* 2407H%k 0.307
Short-Term Debt 1] 471 -.1422%* -.0814% 059  0.401 359 .0567 -.0636 .0367 0.507 948 .0277 .0492 .0036 0.697
Short-Term Debt 2| 419 -.1552% .0106 -.0283  0.093 311 .0618 -.2173%* .0173 0.074 718 .0712 .0607 .0318%* 0.885
Shott-Term Debt 3]1373  -.1099 .0304 -.0342  0.255 283 .0873 -.2025%* -.012 0.010 518 .0246 1012 -.0126 0.556
Short-Term Debt 41319  -.0313 .0893* -.0366 0.403 263 074 -.081 .0277 0.244 367 .1283* -.0164 0174 0.224
Interest Inc. 11918 0178 .0019 .0169**  0.258 1449  .0197*F* -.0021 .0000 0.030 2962 .0382%%* 0104 .0196%%* 0.001
Interest Inc. 2[ 906 .0391** .0215 .018*  0.503 1429 .022%* -.0112 .0029 0.009 2448 .0589%x* .0116 .0295%k 0.000
Interest Inc. 3] 890  .087%** .004 .0199%kx 0.017 1407 .0163 -0132%« 0078+  0.013 1973 0747k .0241 .0357%< 0.005
Interest Inc. 4] 869 0979k .0016 .0229*+  0.016 1386 .0175* -.0078  .0119%  0.049 1547 .0998*k* .0235 L0383k 0.001

Table 6 shows the results of estimating Equation 6 across the three sub-periods, for the following potential uses of funds: Cash & Short-Term Investments, Capital Expenditures, Short-Term Debt

reduction, and Interest Income. We perform 4 consecutive regressions for each dependent variable, using the cumulative change (in the case of balance sheet variables) or amount (for income and

cash flow statements variables), against the cumulative amount of bond proceeds and other sources of funds from 1 to 4 years after the first bond issuance. All variables ate in log-transformed as

explained in equations 1 to 5. For each sub-period, the last column shows the p-value of a Wald test evaluating whether Local and Foreign currency bond proceeds contribute equally to the each

alternative use. * indicates significance at 10%, ** significance at 5% and *** significance at 1%.




Table 7. Use of bond proceeds by currency and sub-periods. Regression results for Equation 7

2000-2008 2009-2014 20152022
f1 fe fa fa Bt fe fa pa pr Pz fa fa
Cutrn, Com LarpefCum Largs*Cum p-value p-value Curm. Qo Larpe*Curn. Larpe*Cum p-value p-value Curn Curm.  Larpg®Cum. Lampe*Cum. p-value p-valie

Local C Foreign C. Local C. Foreign C _ Ba+ P Local C ForeignC. Local C Foreign C. _ Bt pa Local C Foreign C Local C Foreign C. _ B+ fa
“anable time| N proceeds procesds  proceeds proceeds Pr=pe =BotBg M proceeds proceeds proceeds proceeds Br=pe =G>+ B4 N proceeds proceeds  proceeds procesds Frepe =G>+ B4
Cash & 5T Inv 1] 910 1509% 1373+ 0751 1502 0823 0723 1433 198w 0872% S 175pRRs 1BEIR 0.091 0001 2788 2T3gwer 11RFRRR 4320k 1124 0.005 0044
Cash & 5T Inv 2| 892 115 206448 1834% -0757 0180  0.402 1412  11gTeek 1128 -.0626 L0538 0.057  0.296 2343 2051wk 0BTOH 1062 0117 0.000 0005
Cash & 5T Inv 3| BT 21Upeee 20040 1824 0061 0.984 0185 1393 1233w 0369 -.0837 (1983 0,103 0,004 1871 305wk 1554 0147 0968 0.078  0.638
Cash & 5T Inv 4] 850 2149%eE (BT IRE 1888 0132 0580  0.067 1375 1127k 0329 0046 1g8@kks 0110  0.028 1454 2TLTeEE  DQ2DwRE 1101 0084 0.452  0.199
Cap. Ezpend 1] 018 2544w 1003k -.0845 -0778 0.045  0.286 1449 0BO3kek 096 0804k 1071 0.020  0.795 2062 1282wk 2R0%RK 0715 02 0,811  0.426
Cap Expend 2| 906 3205k 193G -1371 -.0099 0199 0.998 1429 1801%* 1773w 0356 1126 0.976 0498 2448 19477eRe ] RRERE 0605 0131 0892 0532
Cap. Ezpend 3| BOD 3525%eE 3g0gRe -.149 -1411 0.887  0.791 1407 2516%e 1333 -.008% 1545 0.233  0.619 1973 22577eee DTQ3weE -.0043 -.0557 0.349 0983
Cap, Fxpend 4] 80O 3ITRRE 430 gRe -.0536 ~1444 0333 0774 138G 33]owek 118% -0469 208wk 0041 0624 1647 27het  3G00%EE 020 -10093 0224 069G
Short-Temn Debt 1) 471 -1458% - 0899%* 0268 0454 0.460 0.355 359 -.0605 -.1057 2542 -.069a 0.830 0051 948 0238 0115% -.001 0611 0.749 0.879
Short-Temn Debt 2| 419 - 16279 -.0004 0939 1669 0120 0.459 311 0112 -.2061 1229 .0858 0.279  0.094 718 0730 0166 -34206% 2726% 0247  0.038
Short-Temn Debt 3373 21282 0188 1925 0769 0258 0.925 283 02o - 177 131 -.0346 0.207 0021 518 0273 -.0298 - 273 43Rk 0453 0000
Short-Temn Debt 4] 319 - 065 1069%* 351% - 283K 0265 0.035 263 -.0506 -.0528 2494 -092 0.990 0070 367 1142 0634 1593 -.2466 0732 0073
Interest Inc. 1] 918  .0071 006 139q%k S OB3TR 0030 0.002 1440 0159 -.0037 0237k L0072 0.003  0.024 2062 0371wk 0129 04 45%k -.0109 0.013  0.000
Interest Inc 2| 906 0067 0423 21440k EERRRE (149 0.000 1429 0205 - 021 g%k 0196 0225 0.003 0071 2448 DLLgweRx 011% 0793+ -.0036 0.005 0000
Interest Inc 3| 890 042 0288 213g%ek _1222%R (0701 0.000 1407 0149 - 0211 0222 0141 0.013 0079 1973 0714 0112 08 77+ 0149 0.003 0000
Interest Inc 4] 809 0427 0342 2203%ek o 1511%e 0823 0.000 1386 0165 -.018d%k 0197 L0255 0.020 0240 1647 Q95 GHe 0041 0903+ 0234 0000  0.000

Table 7 showrs the results of estimating Equation 7 across the three sub-per ods, for the following potential uses of funds: Cash & Short-Term Investments, Capital Expenditures, Shert-Temn Debt reduction, and Interest Income We perform 4 consecutive
regressions for each dependent wanable, using the curnulative change (in the case of balance sheet variables) or amount (for inceme and cash flowr stabements variables), against the curmulative amount of bond proceeds denominated in local currency, bond
proceeds denominated in foreign curreney, and other sources of funds from 1to 4 years after the first bond issuance. All variables are logtransformed as explained in equations 1 to 5. For each sub-petiod, the last two eolumns show the p-value of a Wald
test evaluatingwhether bond proceeds in local curreney and bond proceeds in foreign currency contribute squally to each alternative use, both for fimns witheut large issues made during the period (1 = p2) and with large issues made during the period (1
+ (3= B2 + p4). *indicates significance at 10%, ** sigrificance ab 5% and ** spnificance at 1%




Table 8. Robustness Exercise 1. Results for the extended post-GFC period, 2009-2019

Panel A. Bond proceeds vs O, Sources Panel B. Local vs Foreign Curr, Proceeds Panel C.Larger issuances interaction
B o b1 B [z b1 B B By
p-value Cum. Cum. Cum ~ p-value Cum. Cum.  Large*Cum Large*Cum. p-value p-value
. . Cum. Bond Cum. Other Local C. ForeignC. Other Local C ForeignC . Local C. Foreign C. Bi= & Br+ Ba=
Variable titme N proceeds Sources BL=pe N proceeds proceeds  Sources B1 =Bz N proceeds proceeds  proceeds proceeds Ba+ By
Cash & ST Inw 1 3195 Pk [0l feaad 0000 3195  214awex 0FTH* 0316 0.052 3195 2345w 0659% 154 1048 0001 0315
Cash & ST'Inv. 2 3135 2306%e  O776R: 0000 3135 2411wex (B4Bwex (546 0,000 3135 2545w DB ¥ - 15% 0293 0000 0896
Cash & ST'Inv. 3 2971 245%es 0798%% 0000 2071 2475wk 1383w (0G0B#*  0.056 2971 25B®sx 108E* - 14% 0981 0023 0318
Cash & 5T Inv. 4 2830 200&kex  Q9TRek: 0000 2820 1041wk 16340 QF1TRRx 0.614 2829 1968 1330wk 0061 0831 0403  0.643
Cap. Ezpend. 1 3240 1741w 1T1BeRx (085G 3240 1219 1281w 1040w () TET 3240 1187w 1137Teex 0351 0BG 0841  0.220
Cap. Expend. 2 3173 252%kek 23wk 0.232 3173 1962+ Z07Ewex 1707w (0.720 3173 193%sx 1020wk 01746 0628 0.985  0.304
Cap. Ezpend. 3 3074 3107w 25T2ekx 0016 3074 2334wk RO T Q0TRex ()G00 3074 233G+ 2450k (134 -004 0.827  0.044
Cap. Ezpend. 4 2934  35ETHRs  2720kex 0001 2933  2BGHeek 3004wk 2305k (.TER 2933 2BBIwe  2T04eex (0174 0078 0.902 0721
Short-Term Tek 1 212 0055 - 0165 0.593 912 -0133 - 0381 -0225  0.655 912 - 0594 - 0594 323 ek 0103 0997 0000
Short-Term Diek 2 820 0831* 0376 0.257 820 0623 -0248 0231 0.137 B200 0435 - 0076 1366* =304 0353 0002
Short-Term Dek 3 728 0485 -0222 0.164 728 0396 - 1038+ 0202  0.024 728 0158 S0730% 1430 - 1283 0.187  0.000
Short-Term Diek 4 631 14% 0256 0078 430 0996 -0216 0164 0.188 630 0605 0438 2065% 2247+  0.8BE 0000
Interest Inec. 1 3240 0212w 0117 0012 3240 0319 0102 0113%=* 0013 3240 0280wk 0095 N2g** (0087 0061 0000
Interest Inc. 2 3173 031ees (104% 0024 3173 0512+ 0075 0206%% 0,000 3173 0486w 0081 0219 0039 0006 0,002
Interest Inc 3 3074 03B (02440 0037 3074 0585k 0162 0254%x 0011 3074 0566+ 0052 0163 03 0004 0004
Interest Inec. 4 2934 0461wk Q27ERk 0044 2933 Q722 0126 0281+ 0,003 2933 0700 -005 0101 0468 0000 0026

The first panel of Table 8 shows the results of estimating Equation 3 for the period 2009-2019, for the follow ing petential uses of funds: Cash & Short-Term Investments, Capital Expenditures, Short-Term Debt
reduction, and Interest Income. The second and third panels show the results of estimating Equation § and 7 respectively for the same period 2009-2019. All variables are in log-transformed as explained in

equations 1 to 3. * indicates significance at 10%4, ** significance at 5% and #*#* significance at 1%4.




Table 9. Robustness Exercise 2. Energy and Materials Industries. Use of bond proceeds and other sources by sub-periods.

2000-2008 20092014 2015-2022
B1 B Ba Ba B1 fa Ba fua Bt 3 Ba fa

En&Mst Ené&Mhat p-value pvalue EnéMat EnéMat pvalue pvalue EnéMfat En&Mat pvalue p-value

Cum. Curm, *Cum, *Cum. _ Curmn. Cum. *Cum *Cum _ Cum. Clarm *um. *Cum. _

Bend  Cther Bond  Other fi=fe frdha= Bend  Other Bond  Other fi=fe bt = Bend  Other  Bond  Cther Bi=fe Pt =

“anable tane | N proceeds  Scurces Proceeds Sources Pt P N proceeds Sources Proceeds Sources Pat Pe N proceeds  Sources  Proceeds Sources Pat fa
Cash & 5T Inv 11910 1692%== Qo2 - (Q0GE 0252 0.091 0.240 1433 1942k 0143 -1027 0574 0.003 0815 2780 2270wkk (7Bgwik 2D10%ek 1471k 0,001 0.000
Cash & 5T Inv 20892 1026%  (T12%eE 0173 0047 0106 0.043 1412 1429%=  (0328% - 007 0282 0.001 0786 2343 245%ekk 461RE 0411 0283  0.000 0.001
Cash & 5T Inv 3877 2403k (776%Re (0152 0003 0.008 0.001 1303 1586%ReE  D45eek _ 06g%RE 011 0.000 0914 1871 .3005%ek  0g78eek (0441 -0256 0.000 0.004
Cash & 5T Inv 4| 860 2341%xk 0002%kx 0243 - 0045 0.004 0.000 1376 1473%kek 45206k 0575 008 0.000 __ 0.070 1454 3004k 1335%kk  _ 1320% (0255 0.001 0,191
Cap. Ezxpend. 1|918  232¢%eE  1707%Re 081 0156 0163 0.260 1449 1638%eE 14900k _ (0367 -0004 0572 0278 2063 1286wk 113gwee Q5326 )91EReE (344 0,103
Cap. Ezpend. 20906 3212%ek 20c0%E 0B85 0005 0020 0.670 1429 2212 170k 0108 0305k (358 0324 2448 1935wk 1d43ske (003%ek [h44kee (053 0611
Cap. Ezpend. 3800 3047k 23D0wRx _121% 0465 0,004 0.927 1407 2783wk (EREwEE 0452 1482k (146 0614 1073 2300%ek 1723wk 1382kek 1700%RE (),036 0199
Cap FEzpend 4| 870 30bgwek Dg4d%kx 0716 0823 0023 0725 1387 34D.phek 0R4pkkk QEOT  J100FRex 0,036 0863 1547 2823k A0d4wekk ] 70%kek (RTIRRE 0,010 0.034
Short-Term Dk 1| 471 - 1358% - 0508 147 -.039  0.080 0.395 350 -.0202 1092 0234 - 2828% (245  0.000 0948 051 -.0035 -.0297 0201 0177 0913
Short-TermDek 2419 -0931  -0137 0796  -082% 0183 0.298 311 -.0387 0592 149 -.096 0337 0000 718 0843 327eRE (0212 0036 0.340 0,561
Short-TermDek 3373 -.0404  -0201 0856  -.0369 0.660 0.430 283 -148 -0402  3041%* 0256 0302 0.001 518 0679 -012 -0565 0026 0280 0616
Short-TermDeb 4319 0299 -.0455 - 0567 0§22 0365 0.628 264 244>k 0104  404%ek (0521  0.006  0.001 367 1244 0171 -086  -02490 0113 0.568
Interest Inc. 1918 .0178% 0233%Re _Q300% - 0228% 0552 0.325 1449  0174% - 0070% - 0065 009gx 0010 0460 2063 0404wk Q201 - 0310% - 0080 0,001 0.408
Interest Inc 20906 0383% (370w 0313 - 03308k 0084 0.879 1429  0254* 0018 -.0203 009l 0.033 0843 2448 QG0F*RE (320%ee _ (37 (2120 0,010 0374
Interest Inc 3800 0GTIReE 0401k _ (305 - 04168 0383 0.400 1407 0185 0042 -0144 0142 0184 0210 1973 079186k 301%kk _ (73650 02680 0.001 0.360
Interest Inc 4|870 0F4g*eE  0hOTRk: - (03F5 - (420kek (0 487 0.381 1387 0216% 0091 -.016 0147 0235 0.081 1647 0043k (440%kk - QODTHEE (3D0%kE 0.001 0575

Table 9 shows the results of estimating Equation 7 across the three sub-penods, forthe following potential uses of funds Cash & Short-Term Investrnents, Capital Expenditures, Shott-Term Drebt reduction, and Interest Income We
petform 4 consecutive regressions for each dependent vanable, vsing the curmulative change (in the case of balance sheet variables) or amount (for income and cash flow statements vanables), against the curnulative amount of bond
proceeds and other sources of funds from 1 to 4 years afterthe frst bendissuance. All vanables are log-transformed as explained in equations 1to 5. For each sub-penod, the last tw o colurmms show the p-value of a Wald test evaluating
whether bond proceeds and other sources of finance contdbute squally to each altemative use, both for firms outside the enerpy and materials sectors (1 = p2) and inside those two sectors dunngthe period (B1 + B3 = B2 + p4)
*indicates significance at 10%, ** s gnificance at 5% and *** significance at 1%




Table 10. Robustness Exercise 3. Energy and Materials Industries. Use of bond proceeds by currency and sub-periods.

2000-2008 2009-2014 2015-2022
B1 Bz Ea [ B1 Bz By Ba B1 Bz B3 [
EndMfat BEndMat p-value p-value Endfat  Enddlat p-value p-walue EndMlat EndMat p-value  p-walue
Cum. Cum. *oum. *Cum. fr+ s = Cum. Cum. *um. *oum. By +py = Cum. Cum. *oum. Hum. {1+ o=
Local C. Foreipn C. Local C. Foreign C Pr =fe Local C Foreipn C. Local C Foreipn © P1= fe Local C. PForeign C. Local C Foreipn € Pr=fe

Wariable fime I proceeds proceeds proceeds proceeds Pt B DM proceeds proceeds proceeds proceeds fot B N proceeds proceeds proceeds proceeds fat Ba
Cash & ST Inv. 1910 174 1566+ -.0533 0423 0574 0.401 1433 1557w L0614 -.1104 1122 0.1938 0246 2788 QgD (0535 2241k J2BE 0.001 0.061
Cash & ST Inv. 2| 892 1420w 28 -.0277 -.085 0233 0.413 1412 1dGew 1101+ - 156w 0612 0.533 0.113 2343 2931k Q72D 0421 0474 0.000 0.024
Cash & ST Inv. 3877 2b4ZFeee 2119% - 0776 034 0725 0.479 1393 1522 17RIwee _ 1BEI% - 1034%  0.626 0.2584 1871 3114 2203%k - 0ZE1 -.0B82 0.396 0.295
Cash T In 4] 550 ZROddekk ] 4748 =04 108 0245 0,755 1375  Jaghastk JHRgekk - QEFEwk - J34iA Q269 0,900 1454 3] 0cmek DRk - 2dgzk - 0305 0,509 0414
Cap. Ezpend. 1918 2573 1Bgge - 0B9Z -.0473 0.039 0.352 1449 1355 1201% -.08GE* 0994 0.834 0.023 2962 132FMe 109k Q7 GGk 0335 0.473 0.009
Cap. Expend. 21906 3ZBEkee P05 1770k - 0141 0.241 0.627 1429 2155wk 1Bk (064 1ad* 0831 0.002 2448 209k 1DB4eeek Q5% 1331 0068 0.237
Cap. Ezpend. 3| 890 351w 3EgMe _ 1801% - 1067 0.757 0.303 1407 2E07HE 1RG4 -.12¢ 0831 0.364 0.223 1973 23k 1919%k% 1053%% 1473k 0.412 0.590
Cap. Expend. 4] 8G9 3297dke  4400%kk - 1405 -0711 0317 0.073 1388 3B30wk  DQ5Asek - 1418 0738 0.134 0.312 1547 2E1é: J47geekr 0438 1794pekk 0.552 0.315
Short-Term Deb 1471 -.1716%  -0509 33B1e - 139 0.085 0.029 359 -0345 -.1232 0295 GE3I™  0.626 0.078 943 (0652 -.0082 -.0931 . 1285% 0.127 0.062
Shott-Term Deb 2| 419 - 1795 0307 793 -0191 0.045 0.954 311 0431 - 2388 151 L3397 0.375 0.985 718 o1 L0018 -.0558 1274 0.175 0.467
Short-Term Deb 3373 -1349 0394 1892 0057 0.175 0.973 283 -1377 - 1949% 345G 0392 0.741 0.000 518 0741 S 273FME 1068 4004k 0.014 0.175
Shott-Terrm Deb 41319 -.0528 1108 L.DEZ3 - 1827 0.304 0.585 363 - 201k - 1493 AT 34k 1023 0.443 0.001 367 (1258 0486 -.0002 - 1325 0.722 0.339
Interest Inc 1918 0187 (0153 -0143 - 0454% 0303 0.168 1449 023%* L0003 -.0104 -.0127 0,060 0.165 2962 Q44 02034k - Q318 - (159 0.018 0.273
Interest Inc 21906 0328 0552 0339 - 1041 0436 0.013 1429 0306% - 0036 -.0227 -.0222 0033 0.072 2448 Q713 0195% - Q24 - (0149 0.001 0.590
Interest Inc 3| B90  (QT7EEw 042 4% 045 - 1027k 0330 0.001 1407 0225 -.0052 -.0154 -0105 0,088 0.157 1973 DELEwE Ok - QFEkRe - 0461% 0.127 0.74%
Interest Inc 4| 869 QE1E QBT 0G23 - 1233%k 0.530 0.000 1386 .0249% L0012 -.02 -.0095 0.144 0.449 1547 1053+ QBGIME - Q@i - OBETH 0112 0.720

Table 10 shows the results of estimating Equation 7 across the three sub-periods, for the fellowing potential uses of funds: Cash & Short-Term Investments, Capital Expenditures, Short-Term Debt reduction, and Interest Income. We perform 4 consecutive

regressions for each dependent variable, using the cumulative change (in the case of balance sheet variables) or amount (for income and cach flow statements variables), against the csmulative amount of bond procesds denominated in local currency, bond procesds
denominated in foreign currency, and other sources of funds from 1 to 4 years after the first bond issuance. All variables are log-transformed as explained m equations 1to 5 For each sub-period, the last twro columns show the p-walue of a Wald test evaluating
whether bond proceeds in local eurrency and bond proceeds in foreipn curency contribute equally to each alternative use, both for firms cutside the enerpy and materials sectors (B1 = B2) and inside thosetwo sectors duting the period (B1 4+ B3 = B2 + p4y. *

indicates significance af 10%, ** significance at 5% and *** significance at 1%




