
Corporate bond yields are made up of two components, the underlying gilt yield and the

additional spread for the extra credit and liquidity risk.

Over the last few months, 10-year gilt yields have moved to levels not seen for over 10

years.

Meanwhile, credit spreads, while not at levels seen during the global financial crisis, are

certainly elevated.

Neither gilt yields nor credit spreads are at their peak, but the two combined mean that

the overall yield on corporate bonds is around 6%.

When both gilt yields and credit spreads are evaluated, the all-in yield is high
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Source: Bloomberg as at 31 Oct 22

The decade or so of quantitative easing suppressed corporate bond yields to the extent

that for many years they were much lower than dividend yields.

The recent movements in fixed income markets has reversed this and investment-grade

corporate bond yields are now substantially higher than dividend yields.

Investors are now being meaningfully compensated for taking on high-quality credit risk.

This is likely to attract more income-seeking buyers into the asset class.

UK corporate bond yield versus UK equity dividend yield

Source: Bloomberg as at 31 Oct 22

The UK suffered a hit to its economic credibility in September because of the actions of

the last government.

While the new government has restored confidence, sentiment may remain fragile.

This should not really affect investment in the corporate bond market, as, much like the

FTSE 100, the majority of its earnings are generated overseas. 45% of the constituents

of the investment grade index (iBoxx GBP) are businesses registered in the UK, but

only 20% of their revenues are generated in the UK, so it remains a very international

market.

iBoxx GBP IG country of risk



Source: Artemis, IHS Markit as at 5 October 2020

During the decade or so of quantitative easing, it was a case of a rising tide lifting all

boats: there was always a buyer for corporate bonds in the shape of the central banks.

As QE gives way to quantitative tightening, the situation looks very different. This chart

shows dispersion in corporate bond returns since 2008. 100% is the maximum

difference between winners and losers, such as during the Global Financial Crisis when

bank bonds fell markedly and defensive bonds such as utilities soared.

During the years of QE, the line has been cyclical but has trended downwards. It has

recently started to pick up as QE has been withdrawn.

This, and the increase in volatility in the market, creates a very fertile environment for

active managers.

Stock selection is of increasing importance in a post QE world

Credit market dispersion. Source: BofA Merri l l  Lynch as at 30 Sep 22. Note, spreads trade outside +/-25bps of the index
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Stephen Snowden manages the Artemis Corporate Bond Fund alongside Grace

Le.

Buy bonds to beat inflation? 'No brainer'...

Webinar: Corporate Bonds – the best buying opportunity in a decade?
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To ensure you understand whether a fund is suitable for you, please read its Key Investor Information Document or Key
Information Document which are available, along with the fund’s Prospectus (or in the case of investment trusts, Investor
Disclosure Document and Articles of Association), in the literature library.

Risks specific to the Artemis Corporate Bond Fund

Market volatility risk: The value of a fund and any income from it can fall or rise because of movements in stockmarkets, currencies
and interest rates, each of which can move irrationally and be affected unpredictably by diverse factors, including political and
economic events.
Currency risk: The fund’s assets may be priced in currencies other than the fund base currency. Changes in currency exchange
rates can therefore affect the fund's value.
Emerging markets risk: Compared to more established economies, investments in emerging markets may be subject to greater
volatility due to differences in generally accepted accounting principles, less governed standards or from economic or political
instability. Under certain market conditions assets may be difficult to sell.
Derivatives risk: The fund may invest in derivatives with the aim of profiting from falling (‘shorting’) as well as rising prices. Should
the asset’s value vary in an unexpected way, the fund value will reduce.
Credit risk: Investments in bonds are affected by interest rates, inflation and credit ratings. It is possible that bond issuers will not
pay interest or return the capital. All of these events can reduce the value of bonds held by the fund.
Bond liquidity risk: The fund holds bonds which could prove difficult to sell. As a result, the fund may have to lower the selling price,
sell other investments or forego more appealing investment opportunities.

Investment in a fund concerns the acquisition of units/shares in the fund and not in the underlying assets of the fund.

Reference to specific shares or companies should not be taken as advice or a recommendation to invest in them.



For information on sustainability-related aspects of a fund, visit the relevant fund page on this website.

For information about Artemis’ fund structures and registration status, visit artemisfunds.com/fund-structures

Any research and analysis in this communication has been obtained by Artemis for its own use. Although this communication is based on
sources of information that Artemis believes to be reliable, no guarantee is given as to its accuracy or completeness.

Any forward-looking statements are based on Artemis’ current expectations and projections and are subject to change without notice.

Third parties (including FTSE and Morningstar) whose data may be included in this document do not accept any liability for errors or
omissions. For information, visit artemisfunds.com/third-party-data.

Important information
The intention of Artemis’ ‘investment insights’ articles is to present objective news, information, data and guidance on finance topics drawn
from a diverse collection of sources. Content is not intended to provide tax, legal, insurance or investment advice and should not be
construed as an offer to sell, a solicitation of an offer to buy, or a recommendation for any security or investment by Artemis or any third-
party. Potential investors should consider the need for independent financial advice. Any research or analysis has been procured by
Artemis for its own use and may be acted on in that connection. The contents of articles are based on sources of information believed to be
reliable; however, save to the extent required by applicable law or regulations, no guarantee, warranty or representation is given as to its
accuracy or completeness. Any forward-looking statements are based on Artemis’ current opinions, expectations and projections. Articles
are provided to you only incidentally, and any opinions expressed are subject to change without notice. The source for all data is Artemis,
unless stated otherwise. The value of an investment, and any income from it, can fall as well as rise as a result of market and currency
fluctuations and you may not get back the amount originally invested.

This information is for professional investors in the United Kingdom only. It is not for use with or by private investors.
This is a marketing communication; refer to the fund prospectus and KIID/KID before making any final investment decisions. 
Issued by Artemis Fund Managers Limited and Artemis Investment Management LLP, which are authorised and regulated by the Financial Conduct
Authority.
Artemis Fund Managers Limited, registered in England No 1988106. Registered Office: Cassini House, 57 St James's Street, London SW1A 1LD.
Artemis Investment Management LLP, registered in England No OC354068. Registered Office: Cassini House, 57 St James's Street, London SW1A
1LD.


