
The Rise of Corporate Debt

Corporate debt has surged 
globally for over 10 years now. 
Low interest rates and the lack 
of bank lending due to the 

create an environment in which 
companies can tap into a steady 
source of “cheap money” by 
issuing bonds.  Investors who 
were and remain hungry for 

yield created strong demand for these securities. 

North American companies participated in this 
trend.  According to the Federal Reserve Bank of St. 
Louis1
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According to a recently published article by The 
Globe and Mail2

corporate debt to gross domestic product increased 
from 84% in 2008 to 113% in 2018.   

But issuing bonds to access the “cheap money” has 
come with risk.  Bank of Canada recently stated3 that 
corporate debt funding, along with a slowdown in 
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The Bank indicated that while the appetite for high 
yield bonds is helping fuel the demand for corporate 
debt funding, this demand is vulnerable to changes 
in investment strategies.  In other words, a shift away 

the debt markets and deprive companies of future 
funding from bond issuances. 

Mitigating Risk Associated with Issuing Bonds 

In response to this risk, we have noticed that 
companies have started to pay closer attention to 
their bond investors.  Knowing and monitoring bond 

to understanding equity holders, companies now 

their bondholders.  

We see that as companies look to better understand 
the drivers of the bond markets, they are also now 
seeking to identify bondholders and measure their 
activity.  Some of the key features they appear to be 
analyzing are investor type and investor geographic 
location.  

Understanding the type of investor will provide 
insights into how volatile the bonds can become 
if demand dries up.  For example, ownership 
dominated by hedge fund and fast money investors 
indicates a less stable bondholder base.  Aggressive 

bonds and their benchmark.   Conversely, long only 
investors, such as investment advisors and insurance 
companies, will help keep spreads inline.

1   
business; debt securities; liability, Level [NCBDBIQ027S], retrieved from FRED, 
Federal Reserve Bank of St. Louis; <https://fred.stlouisfed.org/series/NCBDBIQ027S>, 
(retrieved June 25, 2019).

2   “Canadian Corporate Debt Growing And Getting Riskier”, Bradshaw, J. The Globe 
and Mail (April 1, 2019) <https://www.theglobeandmail.com/business/article-canadian-
corporate-debt-growing-and-getting-riskier/> (retrieved May 16, 2019).

3   , 
Ljunggren, D. Reuters Canada (May 16, 2019) <https://ca.reuters.com/article/
businessNews/idCAKCN1SM1R9-OCABS> (retrieved May 16, 2019).
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Understanding the geographic location of the 
investors will provide additional insight into the 
depth of liquidity in the bond market.  Although 
investors will invest globally, investment strategies 
are often driven by regional conditions.  For example, 
European and Japanese investors have aggressively 
purchased US Corporate debt, viewing the US 
market as the best place to put their money to work 
over their local markets4.   

Knowing and Monitoring Bond Investor Activity 

Knowing their bond investors and understanding 
their investment trends appears to have become a 
critical practice to enable companies to help monitor 
the health of the corporate bond market.  Armed 
with this information, we see that companies are 

measuring the bond markets and managing their debt 
more proactively.  With Central Banks putting a pause 
on interest hikes for the time being, they appear to be 
realizing that investor demand remains strong.  We 
have therefore seen companies use this moment to 

long term risk of a heavily leveraged company.  n

This article is for general informational and/or educational 

regarding a particular legal issue, you should consult a legal 
professional.  
4   , Chavez-Dreyfuss, 

G. Reuters (May 12, 2019) <https://www.reuters.com/article/us-usa-bonds-
-yield-

idUSKCN1SI0IH>(retrieved May 12, 2019).
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