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The information presented should not be used in making any investment decisions and is not a recommendation to buy, sell, implement, or change any securit ies or 
investment strategy, funct ion, or process.  Any financial and/or investment decision should be made only after considerable research, considerat ion, and involvement with 
an experienced professional engaged for the specific purpose.  All comments and discussion presented are purely based on opinion and assumptions, not fact. These 
assumptions may or may not be correct based on foreseen and unforeseen events.

The commercial paper (CP) market has evolved over t ime, originat ing as a short-term funding 
mechanism for large, non-financial corporat ions and has since developed into a systematically 
important financing segment of the global economy. It  has been argued that the evolut ion of the CP 
market has enabled the U.S. economy to funct ion more efficient ly. 

Commercial paper benefits short -term investors by providing a safe, liquid alternat ive with 
enhanced returns. CP posit ively contributes to the economy as it  facilitates growth by bridging 
short-term capital needs. When CP is properly ut ilized and evaluated, a sound credit  process, like the 
one at TrustINdiana, can eliminate much of the risk. 

For more on commercial paper, please visit  www.trust indiana.in.gov/understanding-commercial-paper 
to request a copy of our white paper, "Commercial Paper Demystified."

CP is essentially an unsecured promissory note issued by a financial or non-financial ent ity for a 
specific dollar amount and maturity date; it  is issued for short maturit ies, typically averaging 30 
days to maturity but could range up to 270 days.

- The CP structure applies to paper that does not involve a public offering and is generally sold 
only to accredited investors either direct ly or using a dealer. 

- CP provides slight ly higher yields relat ive to Treasury Bills with the same maturit ies because 
of the moderate counterparty risk inherent in CP as T-bills are backed by the full faith and 
credit  of the U.S. government. 

The Trust INdiana Approach

What  is Commercial Paper?

CP is backed by the full faith and credit  of the issuer. As such, the TrustINdiana credit  team performs 
a fundamental credit  analysis of each CP issuer to evaluate its capacity to repay its debt. 

- Only CP that is rated A-1+/ P-1 or A-1/ P-1 from S&P Global and Moody's is considered. 
- Both top-down and bottom-up analysis is conducted to evaluate the riskiness of a CP 

investment. This includes closely monitoring the macroeconomic condit ions on the region(s) 
where the company operates, following industry and sector trends, and conduct ing 
company-specific and peer comparison analyses. 

- TrustINdiana aims to stay ahead of rat ing migrat ion risk from rat ing agencies and focuses on 
uncovering potent ial opportunit ies in the market while avoiding unnecessary risks. 

- Exposure to a single CP issuer is limited to 5% of  total TrustINdiana assets under 
management. Addit ional concentrat ion limits may also be imposed. 


