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Non-financial CP: Still strong   
 

Non-financial CP rates have increased since the Iran-conflict began. But despite higher rates, non-

financial outstandings are near-record levels and daily issuance remains solid.  

• Since the start of the Iran conflict, 30d non-financial CP rates have increased and the spread 
between AA and A2/P2 paper has widened to its highest level since the March 2023 bank 
failures. But we do not see signs of a flight out of CP into cash. 

 

• Despite higher rates, non-financial CP outstandings continues to grow. In fact, non-financial CP 
volumes are 30% higher than in December 2025 and are hovering at record highs.  

 

• Outstandings reflect both the pace of daily issuance and its maturity. Investor defensiveness would 
make it harder for issuers to roll their paper resulting in a decline in issuance, a shortening of 
WAMs and an eventual decline in outstandings. 

 

• But none of these seem to have occurred since the start of the Iran conflict. The daily 
issuance pace of AA and A2/P2 paper has been steady since late February. Likewise estimated 
issuance WAMs are flat. 

 

• Together with data on large bank C&I lending, the CP outstandings data suggest that there 
has been no dry-up in the ability of non-financial companies to raise working capital.  

 

• AA non-financial CP is purchased by prime money funds. Their holdings of this paper have 
increased since last fall but fell at the end of March. While we have less information about the 
buyers of A2/P2 paper our sense is that demand is unchanged.  
 

Higher rates  
 
Non-financial CP is typically issued by large, investment grade companies to finance working capital or 
other short-term expenditures. And while money funds still purchase a significant share of this debt, they 
are no longer the biggest holders as money fund reforms have reduced prime fund balances (Figure 1). 
Money funds’ purchases are limited to higher rated AA rated paper. Other buyers, such as non-US 
investors and corporate cash pools can purchase lower-rated (but still investment grade) A2/P2 paper. 
Nearly all this paper is issued by non-financial companies in industries like healthcare, utilities, and 
consumer discretionary.  
 
Since the start of the Iran conflict rates on 30d non-financial CP have increased. And while rates on 
AA paper have risen 10bp, those on A2/P2 CP have increased 50bp. Most of this widening has occurred 
since mid-March. The spread between credit levels is nearly twice as wide as its 2025 average and is now 
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at its widest since the March 2023 collapse of SIVB (Figure 2).1 Is this a sign that the conflict is causing 
investors to reconsider their short-term credit risk and move into bills or cash? 
 

 
Our sense is that this might be premature. As we observed recently, there is still no sign of a defensive 
flight into cash. Gov-only money fund balances fell in March and have partly recovered in early April. The 
April 15 tax deadline muddies gauging investor sentiment from gov-only fund flows. However, money is 
not leaving prime money funds which, all things equal, might be expected to shed balances if investors 
were getting nervous about credit exposures and defensively shifting cash. And while deposits at the 
largest banks increased $93bn in March, they rose more in February ($160bn). Likewise, funding markets 
remain calm – quarter-end repo pressure last month was the mildest it has been in months. Bill demand 
remains as robust as it has all year.  
 
Outstandings and issuance 
 
The higher rates on non-financial CP do not seem to have dampened investor appetite or kept 
borrowers from accessing the market. Non-financial outstandings totaled $380bn on April 8 and were 
just shy of the record $388bn reached on March 18. Non-financial CP is 27% overall CP debt outstanding 
(of $1.4trn) – up from an average share of 24% in 2025. Since December, non-financial CP 
outstandings have risen 30% (Figure 3). Moreover, outstandings have continued rising after the conflict 
began – albeit more slowly. Non-financial CP outstanding has increased 6.5% since the start of the conflict 
(compared to 17% between December and February). While this is faster than the growth in large bank 
C&I lending, neither has fallen since the conflict began. Instead, there is little evidence of any dry-up 
in non-financial firms’ ability to raise working capital. 
 
Outstanding CP is a function of both the daily issuance pace and its maturity or how quickly it rolls off. 
Nervous investors typically do not roll their maturing paper – or, only roll it at shorter maturities. As it gets 
harder to roll paper, daily issuance (and eventually, outstandings) decline. We do not see signs of 

 
1 Non-financial CP issuance was sporadic in 2022. Since these rates apply to newly issued paper if there is no 
issuance the Fed has nothing to report. 

Figure 1: Money fund holdings (% CP)   Figure 2: 30d A2/P2 less AA non-fin CP (bp) 

  

  

Source: Federal Reserve, BEA, SMBC Nikko Source: Federal Reserve, SMBC Nikko 
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defensiveness in either the daily issuance pace or the maturities. The issuance pace for both AA and 
A2/P2 paper has increased since December. The increase in A2/P2 has been larger with daily new 
issuance volumes running about $13bn/day since mid-February (Figure 4). Separately, the WAMs of this 
issuance have not shortened. The Fed collects the maturities of this issuance in buckets. As a result, we 
are only able to roughly estimate its WAM by assuming the dollar value of all the issuance is concentrated 
at the mid-point of the buckets.2 We estimate that the WAMs of AA and A2/P2 paper are 14 and 10d, 
respectively. The issuance maturity of AA paper has lengthened about 2d since the start of the Iran 
conflict. And while A2/P2 WAMs were longer at the start of this year (nearly 12d), nearly all the decline 
occurred before the conflict – since the end of February, WAMs on A2/P2 paper have largely been steady.  
 

 
Buyer caution? 
 
Data on CP buyer behavior has become more difficult to track down since money funds are no longer the 
biggest holders of paper. But while their holdings have shrunk with money fund reform, they still account 
for nearly a quarter of total CP outstandings. All their holdings are AA rated and most are from AB-CP or 
financial issuers. That said, money funds have increased their non-financial CP holdings since last year. 
Balances have increased to $32bn in February from $20bn in September. But at the same time, the WAM 
of their holdings has shrunk to 27d from 59d. Money funds reduced their holdings at the end of March 
although we look for them to rebound next month. Offshore money funds hold twice as much non-financial 
CP and we suspect that this, too, has increased since last year. A2/P2 buyers include corporate cash 
pools (16%) as well as non-US buyers (11%) for which we have no data.  
 
 
 

Disclaimers 

This document has been prepared by SMBC Group (including, collectively or individually, Sumitomo Mitsui Banking 
Corporation (“SMBC”), SMBC Nikko Securities America, Inc., SMBC Nikko Securities Canada, Ltd., SMBC Capital Markets, 
Inc., SMBC Leasing and Finance, Inc., and JRI America, Inc.) and is being furnished by SMBC Group solely for use by the 

 
2 We assume all the issuance in the >80d bucket is 80d.  

Figure 3: Non-financial CP outstanding ($bn)   Figure 4: Daily non-financial CP issuance ($bn) 

  

  

Source: Federal Reserve, BEA, SMBC Nikko Source: Federal Reserve, SMBC Nikko 
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client(s) or potential client(s) to whom such materials are directly addressed and delivered. SMBC Nikko Securities America, 
Inc. (“SMBC Nikko America”) is a U.S.-registered broker-dealer. SMBC Nikko Securities Canada, Ltd. (“SMBC Nikko 
Canada”) is a U.S. and Canadian registered broker-dealer. SMBC Capital Markets, Inc. (“SMBC Capital Markets”) is a U.S. 
swap dealer registered with the Commodity Futures Trading Commission (“CFTC”). SMBC Group deal team members may 
be employees of any of the foregoing entities. In the U.S., capital markets and other investment banking activities for SMBC 
Group are performed by a combination of SMBC Nikko America, SMBC Nikko Canada, and SMBC Capital Markets. Derivative 
activities may be performed by SMBC Capital Markets or SMBC. Lending and other commercial banking activities are 
performed by SMBC and its banking affiliates. SMBC operates in the U.S. through state-licensed branches, and 
representative offices, and does not accept deposits from the general public. SMBC is not a member of the Federal Deposit 
Insurance Corporation (“FDIC”) and is not an FDIC-insured institution. Deposits placed with SMBC are not insured by the 
FDIC. FDIC deposit insurance coverage only protects against the failure of an FDIC-insured depository institution. Non-
deposit products are not insured by the FDIC; are not deposits; and may lose value, subject to certain limited exceptions.  
 
This document is for informational purposes only and is not intended to be advice, a recommendation, an offer to sell or the 
solicitation of an offer to buy any securities, enter into any transaction or adopt any hedging, trading or investment strategy, 
or any commitment to underwrite, subscribe for or place any securities, is not an offer or commitment to provide any financing 
or extension of credit or service, and does not contain any tax, accounting, or legal advice. Any transactions or strategies 
discussed herein do not take into account the particular investment objectives, financial situations, or needs of any client, and 
may not be suitable for all parties. This document is not a research report, and neither this document nor its author(s) is 
subject to SMBC Group policies and procedures that apply to the globally branded research reports and research analysts of 
SMBC Group and its affiliates or to legal requirements designed to promote the independence of investment research. This 
document has been prepared for and is directed exclusively at Qualified Institutional Buyers, sophisticated institutional 
investors, and other market professionals.  It is not intended for distribution to or use by retail customers.  
 
SMBC Group makes no representations to, and does not warrant, this document’s accuracy or completeness. In preparing 
this document, SMBC Group has relied on information available from third parties, including public sources, and we have 
assumed, without independent verification, the accuracy and completeness of such information. Any specific prices, indices 
or measures, including ranges, listed in this document were determined at or around the time the document was prepared 
and are subject to change without notice. SMBC Group expressly disclaims any liability for any results in connection with use 
of the information set forth herein, including, without limitation, any use of the information in the preparation of financial 
statements or accounting material. SMBC Group does not provide tax, accounting, or legal advice. Accordingly, any 
discussion of tax matters contained herein (including any attachments) is not intended or written to be used in connection 
with the promotion, marketing or recommendation by anyone for the purpose of avoiding any tax-related penalties. Prior to 
participating in any transaction or strategy, you should consult your own independent legal, tax, accounting and other 
professional advisors.  
 
This document may contain forward-looking statements, which may include projections, forecasts, income estimates, yield or 
return, future performance targets, or similar analysis. Any such forward-looking statements, prices, indices, or measures are 
based upon certain assumptions. All forward-looking statements are based on the information available at the time the 
document was prepared and SMBC Group is not obligated to provide an update. Any opinions, projections, price/yield 
information or estimates are subject to change without notice. Actual events may differ from those assumptions or available 
information. There can be no assurance that any estimated returns or projections will be realized, that forward-looking 
statements will materialize, or that actual results will not be materially different from those presented herein. Past performance 
should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or 
implied, is made regarding future performance. The value, price, or income from transactions or strategies may fall as well as 
rise. SMBC Group or an affiliate may have a position in any of the underlying instruments, assets, indices or rates mentioned 
in this document, at any time.  
 
This document is confidential and is the property of SMBC Group, subject to copyright. Any reproduction of this document, in 
whole or in part, is prohibited, and you may not release this document to any person, except to your advisors and other 
professionals to assist you in evaluating the document, provided that they are obligated, by law or agreement, to keep the 
document confidential.  
 
©2026 SMBC Group. SMBC CONNECT is a trademark of Sumitomo Mitsui Banking Corporation. All rights reserved. 
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