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CORPORATE BONDS- FINDING
OPPORTUNITY IN RESILIENCE

Even in times of geopolitical and economic unrest, attractive investment opportunities can be found. The
key is to look for resilient companies and position for the long term, as Torcail Stewart, investment
manager in the Credit Team, explains.

The value of an investment, and any income from it, can fall as well as rise and investors may
not get back the amount invested.

This film was produced and approved in July 2022 and has not been updated subsequently. It
represents views held at the time of recording and may not reflect current thinking.

Torcail Stewart: War in Europe, high inflation, and continued covid-19 lock-downs in
China. 2022 has certainly been a challenging year so far. In these circumstances, the key to
active management is to keep moving, recognise the diversity of opportunities in a global
bond universe, and position for the long-term. Because the indiscriminate market sell-off
creates a great hunting ground for long-term investors. And indeed, our team has recently
identified a number of outstanding opportunities to invest in bonds of resilient businesses at
much higher yields than last year.

Like Rakuten. In Japanese, Rakuten stands for ‘optimism’, and the company is truly one
which has evidenced the importance of optimism. It was founded as an e-commerce site in
1997. Rakuten’s entrepreneurial culture has seen the business grow to become a diversified
ecosystem of services across e-commerce, banking, and insurance. Rakuten’s high quality
brand is leveraged by its membership scheme. Their customers earn valuable points each and
every time they use a Rakuten service. This unique offering has enabled Rakuten to create a
large and loyal customer base, giving it a strong position to cross-sell new services across the
Rakuten ecosystem. And the company continues to build out its service offering. Rakuten’s
latest ambitions involve a push into telecommunication.

Now this will require significant capital to be spent. However, Rakuten has a very strong
balance sheet so it can continue to grow the business without sacrificing its financial
resilience. That gives us plenty to be optimistic about its prospects. Yet in spite of this,
Rakuten’s euro hybrid bonds are offered on almost 12 per cent yield. Excellent compensation
for a Japanese blue chip.

Now the rise in interest rates is not all doom and gloom. It is positive for the profitability of
banks. One stand-out bank in our view is the globally diversified Banco Santander Group.
With a strong and stable management team, Banco Santander has generated an impressive
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track record of profitability throughout various crises. Until 2020, the group had been
profitable every year over its 164-year history. The loss record in 2020 was purely accounting
based — a goodwill write-down. Now from our long-term view that is entirely forgivable.
With over 150 million customers and solid capital levels, we see a resilient business with a
tailwind of improving profitability and are happy to lend to Banco Santander. The yield
offered is 4.4 per cent in sterling. Certainly, an appealing level. So in-spite of the troubled
geopolitical and macro-economic outlook, we are finding many attractive opportunities in
corporate bond markets. We look for resilient companies from across the globe that are now
offering appealing yields. High Income is again available in today’s corporate bond market.

Important Information and Risk Factors

The views expressed should not be considered as advice or a recommendation to buy, sell or
hold a particular investment. They reflect opinion and should not be taken as statements of
fact nor should any reliance be placed on them when making investment decisions.

This recording contains information on investments which does not constitute independent
research. Accordingly, it is not subject to the protections afforded to independent research,
but is classified as advertising under Art 68 of the Financial Services Act (‘FinSA”) and
Baillie Gifford and its staff may have dealt in the investments concerned.

Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the
Financial Conduct Authority (FCA). Baillie Gifford & Co Limited is an Authorised
Corporate Director of OEICs.

Baillie Gifford Overseas Limited provides investment management and advisory services to
non-UK Professional/Institutional clients only. Baillie Gifford Overseas Limited is wholly
owned by Baillie Gifford & Co. Baillie Gifford & Co and Baillie Gifford Overseas Limited
are authorised and regulated by the FCA in the UK.

Persons resident or domiciled outside the UK should consult with their professional advisers
as to whether they require any governmental or other consents in order to enable them to
invest, and with their tax advisers for advice relevant to their own particular circumstances.

Financial Intermediaries

This communication is suitable for use of financial intermediaries. Financial intermediaries
are solely responsible for any further distribution and Baillie Gifford takes no responsibility
for the reliance on this document by any other person who did not receive this document
directly from Baillie Gifford.
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Europe

Baillie Gifford Investment Management (Europe) Limited provides investment management
and advisory services to European (excluding UK) clients. It was incorporated in Ireland in
May 2018.

Baillie Gifford Investment Management (Europe) Limited is authorised by the Central Bank
of Ireland as an AIFM under the AIFM Regulations and as a UCITS management company
under the UCITS Regulation. Baillie Gifford Investment Management (Europe) Limited is
also authorised in accordance with Regulation 7 of the AIFM Regulations, to provide
management of portfolios of investments, including Individual Portfolio Management
(‘IPM”) and Non-Core Services. Baillie Gifford Investment Management (Europe) Limited
has been appointed as UCITS management company to the following UCITS umbrella
company; Baillie Gifford Worldwide Funds plc. Through passporting it has established
Baillie Gifford Investment Management (Europe) Limited (Frankfurt Branch) to market its
investment management and advisory services and distribute Baillie Gifford Worldwide
Funds plc in Germany. Similarly, it has established Baillie Gifford Investment Management
(Europe) Limited (Amsterdam Branch) to market its investment management and advisory
services and distribute Baillie Gifford Worldwide Funds plc in The Netherlands. Baillie
Gifford Investment Management (Europe) Limited also has a representative office in Zurich,
Switzerland pursuant to Art. 58 of the Federal Act on Financial Institutions (“FinlA”). The
representative office is authorised by the Swiss Financial Market Supervisory Authority
(FINMA). The representative office does not constitute a branch and therefore does not have
authority to commit Baillie Gifford Investment Management (Europe) Limited. Baillie
Gifford Investment Management (Europe) Limited is a wholly owned subsidiary of Baillie
Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co. Baillie Gifford
Overseas Limited and Baillie Gifford & Co are authorised and regulated in the UK by the
Financial Conduct Authority.

Chile

La presente oferta se acoge a la Norma de Caracter General N° 336 de la Comision para el
Mercado Financiero (CMF) de Chile. La presente oferta versa sobre valores no inscritos en el
Registro de Valores o en el Registro de Valores Extranjeros que lleva la Comision para el
Mercado Financiero, por lo que los valores sobre los cuales €sta versa, no estan sujetos a su
fiscalizacion. Que por tratarse de valores no inscritos, no existe la obligacion por parte del
emisor de entregar en Chile informacion publica respect de estos valores. Estos valores no
podran ser objeto de oferta publica mientras no sean inscritos en el Registro de Valores
correspondiente.
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Colombia

The securities have not been, and will not be, registered with the Colombian National
Registry of Securities and Issuers (Registro Nacional de Valores y Emisores) or traded on the
Colombian Stock Exchange (Bolsa de Valores de Colombia). Unless so registered, the
securities may not be publicly offered in Colombia or traded on the Colombian Stock
Exchange. This presentation is for the sole and exclusive use of the addressee and it shall not
be interpreted as being addressed to any third party in Colombia or for the use of any third
party in Colombia, including any shareholders, managers or employees of the addressee. The
investor acknowledges that certain Colombian laws and regulations (including but not limited
to foreign exchange and tax regulations) may apply in connection with the investment in the
securities and represents that is the sole liable party for full compliance therewith.

Peru

The shares have not been registered before the Superintendencia del Mercado de Valores
(SVM) and are being placed by means of a private offer. SVM has not reviewed the
information provided to the investor. This document is not for public distribution.

Mexico

The interests in the following securities have not and will not be registered in the National
Registry of Securities maintained by the National Banking and Securities Commission, and
therefore may not be offered or sold publicly in Mexico. The interests in the following
securities may be offered or sold to qualified and institutional investors in Mexico, pursuant
to the private placement exemption set forth under Article 8 of the Securities Market Law as
part of a private offer.

Information on the relevant LATAM funds is available on request. Please contact
andres.faia@pbailliegifford.com

All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.
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