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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 underlying 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 

liquidity” (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 Türkiye (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., 2016) 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-ante 

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 supply 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 J.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 & 

Cournède, 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 paper, 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 new 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 Türkiye. 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-post 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, 2016) 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.1 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.2 

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, 

 
1 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 nearly 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 EMEs, 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 

EMEs 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 issuance3. 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.e. 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.4  

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 𝑌𝑖𝑡 as follows.                                           

Eq. 1 𝑌𝑖𝑡 = 𝑙𝑛{[(𝑉𝑖𝑡 − 𝑉𝑖0)/𝑇𝐴𝑖0] + 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 𝑉𝑖𝑡 is the balance sheet variable (cash and equivalents, or short-term debt) for firm 𝑖 at the fiscal year 

end 𝑡, 𝑉𝑖0 is the same variable at the fiscal year end prior to the bond issuance, and 𝑇𝐴𝑖0 represents the total 

assets of firm 𝑖 prior to the bond issuance.  

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

in turn, we define 𝑌𝑖𝑡 as follows: 

Eq. 2 𝑌𝑖𝑡 = 𝑙𝑛 {[(∑ 𝑉𝑖𝑡

𝑡

𝑖=1

) /𝑇𝐴𝑖0] + 1} 

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

variables, we estimate a model using the following specification: 

Eq. 3 
𝑌𝑖𝑡 = 𝛽1𝑙𝑛 [(

𝐶𝑢𝑚.𝐵𝑜𝑛𝑑𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝑖𝑡

𝑇𝐴𝑖0
) + 1] + 𝛽2𝑙𝑛 [(

𝐶𝑢𝑚.𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡

𝑇𝐴𝑖0
) + 1] 𝛽3𝑖𝑙𝑛[𝑇𝐴𝑖0] +

∑ 𝑦𝑒𝑎𝑟𝑗
𝑇
𝑗=1 + ∑ 𝛼𝑐

𝐶
𝑐=1 + 𝜀𝑖𝑡  

Where 𝑦𝑒𝑎𝑟𝑗 are fiscal year dummies, 𝛼𝑐 are country dummies. Additionally, 𝐶𝑢𝑚. 𝐵𝑜𝑛𝑑𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝑖𝑡 and 

𝐶𝑢𝑚. 𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡 represent the amount of bond proceeds and other sources of funds, respectively, for 

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

Eq. 4 𝐶𝑢𝑚. 𝐵𝑜𝑛𝑑𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝑖𝑡 = ∑ 𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝑖𝑠

𝑡

𝑠=1

 

Eq. 5 𝐶𝑢𝑚. 𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡 = ∑ 𝑂𝑡ℎ𝑒𝑟 𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑠
𝑡
𝑠=1     

We interpret the coefficient 𝛽1 as measuring the effect of bond proceeds raised per issuance on the dependent 

variables for each year of the time horizon. 𝛽2, in turn, measures the effect of other sources of funds on each 

variable 𝑌. The effects measured by 𝛽1 and 𝛽2 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 𝛽1 and 𝛽2 are statistically different (using a Wald test of parameters), then different sources 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 liquidity”. 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 2nd 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 

Crisis, 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: 

Eq.6 
 𝑌𝑖𝑡 = 𝛽1𝑙𝑛 [(

𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐿𝐶
𝑖𝑡

𝑇𝐴𝑖0
) + 1] + 𝛽2𝑙𝑛 [(

𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐹𝐶 𝑖𝑡

𝑇𝐴
) + 1] +

𝛽3𝑙𝑛 [(
𝐶𝑢𝑚.𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡

𝑇𝐴𝑖0
) + 1] 𝛽4𝑙𝑛[𝑇𝐴𝑖0] + ∑ 𝑦𝑒𝑎𝑟𝑗

𝑇
𝑗=1 + ∑ 𝛼𝑐

𝐶
𝑐=1 +  𝜀𝑖𝑡   

In this new specification, 𝛽1 and 𝛽2 measure the effect of local and foreign currency bond proceeds respectively 

on dependent variables. Now, if coefficients 𝛽1 and 𝛽2 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] 

c. Local vs. foreign-denominated bond in large bond issuances 

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 “size 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 “index 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: 



Eq. 7 

𝑌𝑖𝑡 = 𝛽1𝑙𝑛 [(
𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐿𝐶

𝑖𝑡

𝑇𝐴𝑖0
) + 1] + 𝛽2𝑙𝑎𝑟𝑔𝑒 ∗ 𝑙𝑛 [(

𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐿𝐶
𝑖𝑡

𝑇𝐴𝑖0
) + 1] +

𝛽3𝑙𝑛 [(
𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐹𝐶

𝑖𝑡

𝑇𝐴𝑖0
) + 1] +  𝛽4 𝑙𝑎𝑟𝑔𝑒 ∗ 𝑙𝑛 [(

𝐶𝑢𝑚.𝐵𝑜𝑛𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝐹𝐶
𝑖𝑡

𝑇𝐴𝑖0
) + 1] +

𝛽5𝑙𝑛 [(
𝐶𝑢𝑚.𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡

𝑇𝐴𝑖0
) + 1] + 𝛽6 𝑙𝑎𝑟𝑔𝑒 ∗ 𝑙𝑛 [(

𝐶𝑢𝑚.𝑂𝑡ℎ𝑒𝑟𝑆𝑜𝑢𝑟𝑐𝑒𝑠𝑖𝑡

𝑇𝐴𝑖0
) + 1]  + 𝛽7𝑙𝑛[𝑇𝐴𝑖0] +

∑ 𝑦𝑒𝑎𝑟𝑗
𝑇
𝑗=1 + ∑ 𝛼𝑐

𝐶
𝑐=1 + 𝜀𝑖𝑡  

Here, to capture the difference between the proclivity to use local and foreign currency bond proceeds for 

alternative uses, we test if coefficients 𝛽1 + 𝛽2  (that is, the proportion of local currency bond proceeds used 

for each alternative use among firms with larger issues) are significantly different from 𝛽3 + 𝛽4 (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-period 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.5 

[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 currency 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 sources 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, particularly 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 8] 

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-Özcan et al., 2022), insolvency (Asis et al., 2021; Chui et al., 2018), rollover (Çelik 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. 
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Figures 

Figure 1. Gross debt issuances by Latin American firms, 2000-2022 

 
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 period. Source: Authors' own elaboration 

based on Workspace-Refinitiv.  



Figure 2. Histogram for LAC NFC debt issuances in foreign currency in 2000 to 2022 

 

 
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 

 

 

 

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

 

 
  

2000-Q4 2008-Q4 2014-Q4 2022-Q4
2008/

2000

2014/

2008

2022/

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%

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 2,928,061     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%

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%

Non-financial corporations 172,607        441,801         1,215,161       2,029,367       156% 175% 67%

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%

Non-financial corporations 97,485         222,108         598,709         1,185,575       128% 170% 98%

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%

Non-financial corporations 59,158         96,739           373,946         478,250         64% 287% 28%

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.

All countries

Developed countries

Emerging market and 

developing economies

Developing Asia and 

Pacific

Developing Latin 

America and Caribbean

Domestic 

currency

Foreign 

currency

Domestic 

currency

Foreign 

currency

Domestic 

currency

Foreign 

currency

Argentina 4,041       24,441       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 issuer's nationality and currency of issuance.

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

Value (mill USD) Observations

Average per issuance 

(mill USD)



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

 

 
          

 

Table 4. Self-declared uses of bond proceeds 

 

(1) (2) (3) (2)-(1)/(1)*100 (3)-(2)/(2)*100 (3)-(1)/(1)*100

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 Currency 7.84 6.27 5.81 -1.57 -0.46 -2.02

Issuer in Local Currency 7.92 6.96 8.08 -0.97 1.12 0.16

Issuer in Foreign Currency 7.12 9.67 7.25 2.55 -2.41 0.13

Issuer in Local Currency 4.60 5.09 3.95 0.49 -1.14 -0.65

Issuer in Foreign Currency14.23 4.45 3.59 -9.78 -0.86 -10.64

Issuer in Local Currency 17.97 7.12 5.04 -10.85 -2.08 -12.93

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. 

Coupon

Maturity

Short-Term 

Debt/Long 

Term Debt*100

Currency
Refinance/ 

Reduce debt

Capital 

Expenditures

Working 

Capital
Acquisitions

Stock 

Repurchase

Green Bond 

Purposes
Construction

Acquisition 

of Securities
Other

Foreign 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 

 

  



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

 
 

  

Variable time N

p-value 

β1 = β2 N

p-value 

β1 = β2 N

p-value 

β1 = β2

Cash & ST Inv. 1 910 .171** .1686** .0697*** 0.980 1433 .1253* .1155*** .0049 0.900 2788 .2933*** .1417** .0952*** 0.024

Cash & ST Inv. 2 892 .1447*** .2515** .0446** 0.246 1412 .088** .1286*** .0275*** 0.524 2343 .2984*** .0865*** .0641*** 0.000

Cash & ST Inv. 3 877 .2518*** .2135*** .0408*** 0.697 1393 .0977*** .101** .0339*** 0.955 1871 .307*** .1921*** .0801*** 0.118

Cash & ST Inv. 4 859 .2603*** .1662*** .0501*** 0.277 1375 .1073*** .0942** .038*** 0.774 1454 .2822*** .2057*** .129*** 0.341

Cap. Expend. 1 918 .2496*** .1496*** .1771*** 0.024 1449 .0872*** .1384** .0757*** 0.377 2962 .133*** .1307*** .1295*** 0.913

Cap. Expend. 2 906 .3091*** .1923*** .1346*** 0.163 1429 .1761*** .2581*** .1582*** 0.253 2448 .2012*** .1896*** .1677*** 0.747

Cap. Expend. 3 890 .3339*** .3405*** .1746*** 0.944 1407 .2392*** .2194*** .1989*** 0.824 1973 .2289*** .2594*** .2036*** 0.484

Cap. Expend. 4 869 .3146*** .411*** .2094*** 0.300 1386 .3136*** .2211*** .2427*** 0.309 1547 .2779*** .337*** .2407*** 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

Short-Term Debt 3 373 -.1099 .0304 -.0342 0.255 283 .0873 -.2025** -.012 0.010 518 .0246 .1012 -.0126 0.556

Short-Term Debt 4 319 -.0313 .0893* -.0366 0.403 263 .074 -.081 .0277 0.244 367 .1283* -.0164 .0174 0.224

Interest Inc. 1 918 .0178 .0019 .0169** 0.258 1449 .0197*** -.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*** .0116 .0295*** 0.000

Interest Inc. 3 890 .087*** .004 .0199*** 0.017 1407 .0163 -.0132** .0078** 0.013 1973 .0747*** .0241 .0357*** 0.005

Interest Inc. 4 869 .0979*** .0016 .0229*** 0.016 1386 .0175* -.0078 .0119*** 0.049 1547 .0998*** .0235 .038*** 0.001

Cum. 

Other 

Sources

Cum. 

Local C. 

proceeds

Cum. 

Foreign C. 

proceeds

Cum. 

Other 

Sources

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 are 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%.

Cum. 

Local C. 

proceeds

Cum. 

Foreign C. 

proceeds

Cum. 

Other 

Sources

Cum. 

Local C. 

proceeds

Cum. 

Foreign C. 

proceeds

2000-2008 2009-2014 2015-2022



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

 

 
  



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

 

  



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

 

 
  



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

 

 


