
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Bonds and  
Commercial Paper 

 

What to these securities consist of? 

 
 

Commercial paper is debt security which functions as a short-term financing mechanism for the companies that 
issue it. It is characterized by a period of less than 360 days from the date of issue to the expiration date. 
However, as it is revolving, if said security expires, companies can reissue in a maximum period of 720 days 
from the first issue. 

In this type of issue, the security is negotiated at a discount, which means it does not have an interest rate, but 
it does have a yield. For example, suppose Company X issues commercial paper for $ 100,000. This debt is 
placed on the market at a 98% discount. The issuing company is willing to reward the investor who acquires 
the security with 2% of the total amount issued. In this way, the investor, once the term has expired, will receive 
USD 2,000 as a return on their investment. 

Companies can issue commercial paper up to 80 percent of their total assets free of any encumbrance, without 
exceeding 200% of equity. For a huge number of companies, this security offers the opportunity to diversify 
their debt structure avoiding depending on a single source of liquidity. It is essential to mention that short-term 
securities, including commercial paper, have consolidated as the most preferred instruments this year, largely 
driven by the liquidity needs and risk aversion of investors in time of pandemic. 

Bonds 
Similar to commercial paper, bonds are securities which represents corporate debt, which are enforceable 
according to the conditions of their respective issuance. However, it differs since the corresponding term is greater 
than 360 days from its issuance to its maturity. They can be issued by anonymous companies, limited liability 
companies and branches of foreign companies domiciled in Ecuador. They provide optimal term and amortization 
conditions in accordance with the financial needs of the issuing company. 

Contrary to the dynamics of payment of commercial paper, the obligations do have an interest rate. Therefore, 
the investor will receive his profit based on those established in the amortization conditions. It is essential to 
mention that bond issues have capital and interest recovery periodically, which reduces the recovery time of the 
issue. Last, but not least, the obligations are securities that can be sold again in the secondary market, so through 
this mechanism, the investor can recover his money based on his liquidity needs. 

Bonds and commercial paper are securities issued with the main purpose of obtaining resources from the 
public and financing the productive activities of the issuing company. In simpler words, they are debt 
securities which are demandable according to the conditions of the issue. Both securities offer potential 
benefits for the investor who acquires them and the company that issues them. For this reason, they have 
become a preferred alternative in terms of financing and investment mechanisms in Ecuador. Next, it will be 
explained in more detail what each one consists of.  
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A. For the issuer, issuing either bonds or commercial paper provides flexibility to manage and control financing 
terms. This strategy is perfectly aligned with the cash flow to avoid problems of excess or lack of liquidity at 
all costs. 

B. The financial cost is relatively low since the issuance of commercial paper or obligations does not require 
numerous guarantees or extremely high interest rates as is the case with traditional banking. 

C. Personalized accompaniment of the brokerage house throughout the structuring process. In this way, not only 
immediate financing is sought, but the best conditions to do so. 

 

For the issuer 

For the investor 

Advantages  
 

A. The processes for issuing bonds and commercial paper are strictly regulated and monitored by the public 
organizations in Ecuador. Furthermore, each issuance process requires a risk rating by an authorized entity. In 
this way, the investor can have absolute confidence that the information provided is true and, in this way, can 
execute smart and risk-controlled investments. 
B. Investors have the flexibility to identify securities that are tailored to their liquidity and performance needs. 
Therefore, whether long or short term, the investor will find several options that adapt to their expectations. 
C. Both commercial paper and bonds have become an efficient financing alternative for which companies 
belonging to different economic sectors use it. Thus, the investor can generate several diversification strategies 
by sector and gradually eliminate non-systemic risk.  

Statistics and numbers  

Considerations when investing 
Bonds and commercial paper have gained strength in recent years due to the fact that several reforms have made 
them a more operational and feasible option. However, for investors, there are several important considerations. 

1. It is essential that the investor investigates in detail the nature of the business and the structure of the company 
in which he wishes to invest. For this, an analysis of the issuance prospectus and the report of the risk rating 
agency will be very helpful. 

2. In the event that the client requires to pre-cancel their investment. Bonds and commercial paper may be traded 
through the secondary market in the stock market. 

3. The investor has to clearly identify what his investment objectives are. In this way, he will be able to choose 
which is the best investment alternative based on his aversion to risk, tolerance in the term and expectation of 
return.  

As can be seen in 
the attached 

tables, both for 
bonds and 

commercial paper, 
the conditions in 
relation to return 

and term have 
improved slightly. 

Year

Effective 
Amount 

Negotiated
(Dollars)

Average 
Return

(%)

Average 
Term

(Years)

Until October 2019 564,827,026 5.70 0.71
Until October 2020 674,605,579 5.81 0.66

TRADING CONDITIONS AT NATIONAL LEVEL

COMMERCIAL PAPER

Source: BOLSA DE VALORES DE QUITO
Elaborated by: PLUSVALORES CASA DE VALORES S.A.

Year

Effective 
Amount 

Negotiated
(Dollars)

Average 
Return

(%)

Average 
Term

(Years)

Until October 2019 519,145,147 8.72 4.09
Until October 2020 390,284,505 8.73 4.12

TRADING CONDITIONS AT NATIONAL LEVEL

BONDS (CORPORATE DEBT)

Source: BOLSA DE VALORES DE QUITO
Elaborated by: PLUSVALORES CASA DE VALORES S.A.


