Apple prices $12bn bond sale
Gavin Jackson in London, Eric Platt in New York and Tim Bradshaw in San Francisco
Apple, the most valuable company in the world, completed the second largest bond sale of the year on Tuesday to fund its share buyback programme, as international debt markets began to reopen after a challenging start to the year.The smartphone maker sold $12bn worth of debt across nine tranches, with maturities spanning between two and 30 years, according to several people familiar with the matter.
The bonds included both floating and fixed rates of interest. Bankers, in consultation with Apple, were said to have debated increasing the debt sale to as much as $15bn as order books grew, but ultimately settled on the $12bn amount, according to one of the people. Orders had reached $28bn by mid-afternoon trading in New York.

The offering included a $1.5bn seven-year green bond, with proceeds from the tranche to be used for environmentally friendly purposes.The sale, along with offerings from US media company Comcast and technology group IBM, was a test of investor appetite after a painful two months of trading reduced new bond sales to a trickle. Earlier in the day, US aerospace manufacturer Honeywell tapped investors for €4bn.“Every time we see these lulls in the market and the market returns to a positive note, you see the high-quality names come first,” said Matt Brill, a portfolio manager with Invesco. “It’s not coincidental that the deals you are seeing today are all A-rated, well-rated companies.”

Worldwide debt issuance has flatlined after a bumper 2015 as issuers avoid falling markets. US-marketed corporate bond sales have fallen nearly 30 per cent in 2016 compared with the same time last year, according to data provider Dealogic.

Bond sales have been concentrated among highly rated groups, with Anheuser-Busch InBev completing the second-largest debt sale of all time earlier this year. However, smaller sales have been few and far between. Dealogic figures show just 710 completed US offerings so far this year, the lowest number since 1995.

Apple said that the proceeds from the deal would be used for “general corporate purposes” including “repurchases of our common stock and payment of dividends under our programme to return capital to shareholders”. Investors said that technical demand for Tuesday’s sale was not as strong as in previous years because of the market climate and size of Apple’s outstanding debt.

The company offered concessions to complete the deal, with the 10-year bonds priced with a yield 150 basis points above the benchmark Treasury, or at roughly 3.28 per cent. Comparably rated US corporate notes currently yield 2.73 per cent, according to Barclays.

For the past few years, Apple has revisited its capital returns programme every April, at the same time as it publishes earnings for its March quarter. In January, it said it had completed $153bn of the $200bn that it said last year it would return to shareholders through share buybacks and dividends.
Despite its vast cash reserves, Apple says it must raise debt to fund its buybacks because 93 per cent of its $216bn in cash is held outside the US. In total, Apple has raised $55bn of long-term debt since it began the scheme.

About a fifth of this debt is in other currencies, including euros, Swiss francs, Japanese yen and sterling, allowing it to return its overseas cash pile to shareholders without incurring US taxes. In August, the company set a new record for the largest ever Australian dollar bond, known as a kangaroo bond.
Apple’s share price rose 2.8 per cent to $96.64 on Tuesday.
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