Investment Growth

Commercial papers (CPs), long
favoured by large corporations and
institutional investors, are now

gaining traction in Nigeria and other
emerging markets as  savvy
individuals and businesses seek
more effective ways to manage idle
cash. With the potential for
significantly  higher  short-term
returns compared to traditional
options like savings accounts or
fixed deposits, CPs are becoming a
compelling component of modern
iInvestment strategies.

What are Commercial
Papers?

Commercial papers (CPs) are
unsecured, short - term debt
instruments issued by credit -
worthy companies to meet
immediate financial obligations
such as operating expenses or
supplier payments. Instead of
securing loans from  banks,

companies raise funds directly from
investors by issuing CPs, typically
for tenors ranging from 15 to 270
days.

They are typically issued (or sold) at
a discount and redeemed (or repaid)
at face value upon maturity.
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. For example, an investor may buy a

CP for #&950,000 and receive
1,000,000 at maturity - the
#50,000 difference being the

earned return.

While commercial papers are not
backed by collateral, they are
anchored on the issuer’s credit
rating and reputation. Increasingly
accessible to retail investors via
licensed investment platforms, CPs
offer a competitive alternative for
individuals and institutions seeking
higher vyields without long-term
commitments.

Why Consider Commercial
Papers as a Short-Term
Investment?

Commercial papers offer distinct
advantages:

Attractive Returns

CPs currently yield between 18%
and 23% per annum - substantially
higher than savings accounts or
fixed deposits, which average 3% to
6% per annum in Nigeria.



Flexible Tenors

With maturity periods as short as
15 days, CPs allow investors to
remain agile, making them ideal for
parking surplus funds that may be
needed in the near term.

Predictable Income

Returns are fixed and known

upfront, offering certainty and
insulation from daily market
volatility.

Effective Liquidity
Management

Whether you are an individual with
savings or a business managing
excess cash, CPs allow funds to
remain productive without
long-term lock-in.

Risks Associated with
Investing in CPs and How
to Manage Them
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As with any financial instrument,
commercial papers are not without
risks. Understanding and managing
these risks is essential:

1. Credit Risk

The primary risk lies in the
possibility that the issuer may
default. In other words, the
company that has issued the
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commercial paper may fail to repay
you upon maturity. Unlike treasury
bills, CPs are unsecured and not
guaranteed by the government.

Mitigation:

Stick with CPs issued by companies
rated by reputable credit rating
agencies. Partner with licensed
investment firms like Coronation
Securities, which offer only
carefully vetted CP options.

2. Liquidity Risk

CPs are designed to be held to
maturity. Early exits can be
challenging and may incur losses.

Mitigation:

Only invest money that you are
confident you will not need in the
short term. CPs are best suited for
surplus cash you can afford to lock
away briefly.

3. Interest Rate Risk

Fixed returns mean you may miss
out if market interest rates rise after
your investment in a CP.

Mitigation:
Use CPs during periods of stable or

moderately rising rates, and as part
of a broader investment mix.

Who Should Invest in
Commercial Papers?
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Commercial papers are ideal for:

High-net-worth individuals and institutional investors seeking higher
returns on temporary cash holdings.

Businesses with seasonal cash surpluses aiming to earn short-term yields
before upcoming expenditures.

Investors looking for alternatives to savings accounts or treasury bills,
with a moderate appetite for risk

However, CPs are most suitable for those who understand credit risk and

can evaluate the financial strength of issuers - or who work with
professional advisors that do.

Conclusion

Commercial papers are a valuable addition to any short-term investment
strategy. They offer higher yields than conventional savings products,
flexible holding periods, and predictable returns - making them a smart way
to optimize idle funds.

To invest wisely, focus on CPs with strong credit ratings, align your
investment horizon with maturity dates, and use licensed firms like
Coronation Securities that provide expert guidance and access to top-tier
instruments. With the right approach, CPs can be a strategic vehicle for
short-term financial growth.

To get more information about
investing in commercial papers, emalil
sales@coronationsl.com or call
02012272571, 02012272572, or
02012272573. Our team is ready to
help you make informed investment
decisions.
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