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Companies Feast on Cheap Money 

Market for 30-Year Bonds, Priced at Stark Lows, Brings Out GE, UPS and Other Once-Shy Issuers

By VIPAL MONGA 

Companies are taking advantage of investors' appetite for yield—and fear of riskier bets—by issuing more long-term bonds, aiming to reduce their refinancing needs in coming years, when interest rates are likely to be higher.

Investment-grade companies have sold more 30-year bonds in the U.S. so far in 2012 than in any full year since 1995, according to data provider Dealogic. 

The $91.9 billion of 30-year bonds sold in 166 offerings this year, is about 26% more than the $73.2 billion sold in 145 deals during all of 2011.

Issuers are being drawn to the longer maturities by low interest rates, the result of the Federal Reserve's loose monetary policy and the global economy's continuing weakness. 

For investors, the longer maturities provide better returns than shorter-term debt without the default worries associated with the high-yielding debt of some of Europe's troubled economies. 
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However, more long-term debt issuance now could limit the supply of bonds in the future, meaning investors will need to find other places to put their cash.

For corporations, there is a sense that now is as good a time as any to raise debt, particularly as the near-term economic outlook dims. 

That view helped make September the second busiest month for 30-year issuance this year, with 24 companies raising $12.3 billion.

"No treasurer or CFO wants to be the one treasurer or CFO who didn't get cheap long-term money when it was available," says Mark Gray, an analyst with Moody's Investors Service.

Among those tapping the market was United Parcel Service Inc. UPS +0.09%On Sept. 24, UPS refinanced $1.75 billion of five-year bonds coming due in January 2013 through a three-part bond deal, including $375 million of 30-year bonds that paid 3.625% annually. 

The timing of the deal "was a combination of the current credit market and looking at avoiding fourth-quarter uncertainty," said UPS spokeswoman Susan Rosenberg. 

Ms. Rosenberg said that there was seven times the demand for the bonds than the amount available. 

She added that the company wanted to raise the funds ahead of any disruption to the economy caused by government negotiations over tax and spending cuts.

The corporate-debt market is enticing many companies that haven't issued long-dated bonds for years. General Electric Co. GE +0.02%jumped in on Oct. 1, selling $7 billion of bonds, including $2 billion of 30-year bonds. 

Although GE's finance arm, GE Capital, is a frequent bond issuer, the recent offering was the first by the parent company in five years.

The company plans to use part of the proceeds to refinance $5 billion of debt coming due in February 2013.

A GE spokesman said the issuance was consistent with its strategy of being "opportunistic in accessing markets and prefunding maturities, particularly with interest rates at historically low levels."

On Sept. 28, Comcast Corp. CMCSA -1.13%sold $1 billion of 30-year bonds for its NBCUniversal subsidiary, with a 4.45% rate, compared with rates ranging between 6.5% and 7% for 30-year bonds Comcast sold in past years. 

That difference represents an annual interest-payment savings of roughly $20 million on $1 billion of debt.

Investor demand for corporate bonds has narrowed their spread with benchmark 30-year U.S. Treasurys. 

The spread measures how risky investors consider the bonds relative to U.S. Treasurys, which are considered among the safest investments. 

On Thursday, the spread between 30-year Treasurys, which yielded 2.89%, and 30-year corporate debt was 1.83 percentage points, the lowest since Aug. 10, 2011, according to S&P Capital IQ's Leveraged Commentary & Data unit. 

The tighter spread suggests investors see less risk in corporate bonds. 

The low yields present a problem to investors, because they are buying bonds at historically high prices that will fall if the Fed begins raising interest rates. Bond prices move in the opposite direction of interest rates.

However, bond-fund managers have little choice but to buy the debt, if they can, especially when highly regarded issuers like GE re-enter the market. 

Investment-grade companies have been very stable lately. Moody's Mr. Gray said that only four companies have suffered ratings downgrades since July, "which speaks to the fact that things are pretty stable out there." 

He added that the long-term issuance is a positive for companies. 

"If a company can lock in cheap long-term money for a refinancing, it takes maturity risk out of the equation for a long time. Over the near term it gives a company breathing room," Mr. Gray said.

The demand is making it easy for companies to come to market, particularly those with the higher ratings. "Whether you're mid-BBB or mid-A, if you're a solid, large market cap company in a noncyclical industry, you've got very, very good access," said one investment-grade bond banker.

Write to Vipal Monga at vipal.monga@wsj.com 

