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SEIZING ADVANTAGE IN 
EMERGING MARKET BONDS   

   

 

 Extreme moves in emerging market bond prices are often coupled with high income for long-term 
investors. Such opportunities are rare, but our emphasis on sustainability could allow us to take 

advantage, explains Investment Manager Mindaugas Lepeska 

 

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 October 2022 and has not been updated 
subsequently. It represents views held at the time of recording and may not reflect current 
thinking. 

 

Mindaugas Lepeska: The events of 2022 have shown that turbulence has the potential to 
create excellent opportunities for returns. There have been significant drawdowns in 
emerging market bonds this year, and outflows from the asset class are at their highest level 
for 15 years. 

The war in Ukraine has caused many investors to re-evaluate their exposure to this asset 
class, which now yields more than 8 per cent - a level last seen during the Global Financial 
Crisis. High inflation, rising interest rates, and a stronger US dollar have been formidable 
headwinds this year. 
 
As investors in emerging market bonds, we believe this indiscriminate sell-off has created a 
compelling opportunity for income investors to buy bonds in the most resilient countries at 
highly attractive yields. 
  
For the Sustainable Emerging Market bond strategy, we assess resilience through an 
approach centred on sustainability. We look for progress rather than perfection, and we use 
our team’s depth of experience to identify signs of improvement.  
  
Take Angola for example. Under President Eduardo dos Santos, Angola endured extreme 
income inequality and significant corruption issues. His successor, Joao Lourenco, inherited a 
poisoned chalice of dwindling oil production, a huge debt burden and an overvalued 
currency. Today, after five exceptionally difficult years, Lourenco’s government has  
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restored debt sustainability, reduced corruption, and won a new five-year term. With growth 
picking up and debt levels falling fast, Angola is well-positioned to unlock its vast potential 
and deliver prosperity for its people. Its bonds offer generous yields of over 10 per cent. 
  
In Sri Lanka, on the other hand, the adoption of unsustainable economic policies led to 
impoverishing of its people and no realistic way of repaying its bonds. 

These two examples summarise our approach – our team invests where we see the potential 
for long term improvements to an issuer’s sustainability and avoid countries where we 
believe a more fundamental deterioration is underway. 
  
We have a similar approach to sustainability when investing in corporate bonds. Costa Rica’s 
state-owned electricity company, ICE, produces the majority of the country’s electricity from 
renewable sources. This has been positive for both the company and the country as 
international energy prices have risen, and ICE bonds have outperformed in a falling credit 
market.  
  
Extreme moves in emerging market bond prices are often followed by periods of high income 
and capital returns for those investors who can take a longer-term view. Opportunities like 
this are rare. We believe that our emphasis on sustainability provides an innovative solution 
for clients looking to take advantage of the high income offered by Emerging Market Bonds. 
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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. 

 

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.  
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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 (“FinIA”). 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 Carácter General N° 336 de la Comisión 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 Comisión para el 
Mercado Financiero, por lo que los valores sobre los cuales ésta versa, no están sujetos a su 
fiscalización. Que por tratarse de valores no inscritos, no existe la obligación por parte del 
emisor de entregar en Chile información pública respect de estos valores. Estos valores no 
podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores 
correspondiente. 

 

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. 
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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@bailliegifford.com 

 

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

 

 

 


