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Table 8: Number and Maturity of Foreign Bonds by Standard and Poor’s Credit Rating 

Credit Rating # of Bonds 
Issued 

% of Total 
Sample 

Bond Maturity 
(Years) 

   Average Standard Deviation 
AAA 1392 44.44 6.53 5.90 
AA 355 11.33 5.63 3.48 
A 895 28.57 8.32 9.79 
BBB 155 4.95 7.72 5.61 
BB 70 2.24 6.81 2.53 
Below BB 35 1.17 6.13 2.80 
N/A 230 7.34 6.03 4.30 
Total 3,132 100.0 5.86 6.10 

Note: Sample includes all non-US foreign bonds in the RFI Database issued from 1 January 1928 to 30 June 2009 
(N=3,132). 

Source: Thompson Reuters Fixed Income Database. Available: http://thomsonreuters.com/products_services/ 
financial/content_update/content_overview/content_fixed_income/. 

The Australian market is particularly reliant on high-quality issuers due to its small 
government sector and the use of foreign issuers as alternative securities for bank repo 
transactions and official account management. New Zealand has recently adopted similar 
rules for official transactions (see Appendix 2). Importantly, these high-grade issues also 
substitute for, or enhance, benchmark bond curves, which are critical for assisting corporate 
bond issuance in a domestic market (Batten and Szilagyi 2007). 

5. LESSONS AND CONCLUSIONS 
Over the last decade domestic bond markets have developed considerably as an alternative 
form of financing with total bonds in all markets covered by the BIS reaching US$59.7 trillion 
in 2008 (BIS 2009). With a few exceptions, domestic bond markets remain dominated by 
government issuers and issues carrying long-term maturities. The trend to disintermediation 
has been accompanied and facilitated by: improvements in domestic bond trading and 
settlement infrastructure; the development of spot and forward foreign exchange markets; 
and the development of currency and interest rate derivatives markets (specifically cross-
currency swaps and FRAs).10 Products in these markets facilitate risk management and risk 
transformation for the assets and liabilities held by investors and issuers, providing a means 
for avoiding the double mismatch problem (e.g., Tan, Karigane, and Yoshitomi 2001). 

The expansion of both the scale and scope of bond markets offers considerable benefits to 
issuers by diversifying funding possibilities and creating opportunities to offer a range of 
products that better match the needs of investors. Generally, at the early stage of bond 
market development the aim is to simply facilitate the exchange of funds between domestic 
issuers and domestic investors. The next stage requires international participation. For non-
resident investors and issuers to become involved in domestic markets they must have the 
means to manage and transform currency and interest rate risks associated with their 
foreign currency assets and liabilities. This implies having access to both foreign currency 
and interest rate derivatives and related cash-based hedging products. In the case of foreign 
bonds, issuers typically hedge the foreign exchange risk associated with the domestic issue 
via a currency swap into their home currency and then transform the cash-flows from the 

                                                 
10 See BIS (2007) for information on the scale and scope of foreign exchange and interest rate derivatives 

market. 
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