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For fast growing companies seeking to raise capital, a bond issue can be one way 

to fund its growth. In the long run, a financing mix in which equity and debt are 

individually weighted leads to a lower cost of capital at the same time offering 

greater business flexibility. However, to attract capital through the public bond 

market is a challenging task for some companies; therefore, it is important to  

understand the main aspects of the public bond market and investor expectations.

We surveyed 26 different market participants (banks, brokerage companies, institutional investors, consultants, law firms) from all over 
the Baltics to determine the ideal profile a potential bond issuer.

 

FOREWORD
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TRANSPARENCY AND REPUTATION

Openness and public communication  

helps to build a trusting and dependable 

relationship with investors and society in 

general, improving the company’s image.

Investors place great 

importance on the  

reputation of a com-

pany’s managers and 

owners. Investors 

want to make sure 

their investment is 

handled in the best 

possible way.

Brand awareness is an  

especially important  

factor when retail  

investors are being  

targeted. However, in 

some cases (such as  

industry specific or  

institutional investors) 

this is not so important.

A dedicated investor relations web-page  

is an important tool for communication 

with stakeholders and potential investors.
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DESIRED PROFILE OF A POTENTIAL BOND ISSUER

Size of the Issuer /Company

Company’s Structure

Do Industries Matter? 

Size of the Offering

Company should demonstrate ability to perform interest and redemption payments.

Both a single business unit and a holding structure will be acceptable to investors;  
however, it is important to ensure the transparent structure of the company and business. 
In case of a holding company, investors may require some specific guarantees forbidding 
capital outflow or ensuring collateral.

In general, product-based industries are more attractive than the service-based ones.  
Industries such as energy, other utilities, manufacturing and agriculture were mentioned
as being attractive.

€10-20 million; however, in some
cases €5 million could also be
considered as a sufficient amount
for a public bond issue. 20 MEUR

Retail, local (incl. 2nd pillar pension funds) and  
foreign institutional investors as target investors.

Retail and local professional investors as target investors.

ABOVE

BELOW
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ROLE OF CORPORATE GOVERNANCE IN BOND ISSUING PROCESS

Corporate governance is a very important aspect for investors when making investment decision. It is all 
about trust, reputation and appropriate behavior prior to and after an issuance of bonds.

EXTERNAL 
AUDITORS
Investors expect the 
involvement of inter-
nationally recognized 
auditors.

MANAGEMENT  
EXPERIENCE/EXPERTISE
A professional, experienced, well educated  
management with good reputation is  
one of the most important factors when 
considering attracting investment.

INTERNAL 
CONTROL
Generates additional value 
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INVESTOR’S CONSIDERATIONS 

Investors are interested in companies that have demonstrated sustainable business growth. Past financial ratios such as 
sales and profitability for the last 2-5 years serve as a basis for analysis. It is preferable that the company’s past growth 
rate is positive and exceeds the overall growth rate of the economy of the home country, certain region and/or industry.

Debt/equity in line with ROI, ROE, ROA and growth indicators are among the most important financial ratios for  
bond investors.

The company should be able to demonstrate sufficient and sustainable growth in the future.

Use of funds affects the risk profile of the issuer. It should be clearly stated where the money will be invested and how  
redemption of the bonds will be ensured.

Frequency of interest payments depends on a number of different aspects; however, investors usually expect regular  
interest payments 2-12 times per year. Partial redemption before maturity would be a benefit, as it decreases the risks  
associated with bonds.
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WHAT ABOUT BOND YIELDS OR INTEREST RATES?

In general, bond interest rates usually are higher than the interest rates earned on bank deposits; however, 
every case and investor is unique. It may depend on the industry in question, market trends or the  
company itself.

Trends in the market: In order to attract pension funds or the money of foreign institutional investors, it is 
important to have an investment grade rating.

SMALLER  
riskier company

SECURED BONDS 
lower risk profile

HIGHER YIELD  
will be expected  

by investors

LOWER YIELD  
will be accepted  

by investors 
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