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US High Yield
The US high yield market rebounded +2.84% in October, bringing the YTD
return to -12.18%, as measured by the ICE BofA US High Yield Constrained
Index (HUC0). The path of Fed policy continues to be the focus of the markets, and the Fed is still expected to continue increasing rates in December
and into early 2023. For that reason, US Treasury yields increased on the
month. At the same time, certain Fed speakers started to acknowledge
some reasons to slow down the pace of tightening, which has raised the prospect of a hike of only 50 bps in December. As the idea of a slower pace of
hikes gained traction, the market saw some relief from fear about an overly
hawkish Fed, and risk markets including equities and high yield saw a significant rally during the month. Otherwise, the economy continues to be in a
slow growth phase with housing clearly slowing, but overall consumer and
business spending relatively stable. Cable, Paper, and Metals were the best
performing sectors, while Entertainment, Publishing, and Broadcasting
lagged. Spreads tightened, and the US high yield market ended the month
with a yield of 9.07% and spread of 465.
Looking forward, we continue to expect a slower economy as the housing
contraction and strong dollar have an effect, but it should remain a mild recession thanks to accumulated consumer savings and the strength of certain

sectors like energy and travel. We believe the Fed will pause their rate increases in early 2023 to
acknowledge the slowdown, and also to take stock of the significant tightening that has already occurred.
As this pause comes into focus, we believe high yield and other risk markets can perform well in 2023.

Global High Yield
The European high yield market recovered somewhat in October, returning +1.75% and bringing the YTD
return to -14.04%, according to the ICE BofA European Currency High Yield Constrained Index (HPC0), in
local currency terms. The combination of attractive valuations after the selloff in September, an acceptable
start to Q3 earnings, a stabilized political situation in the UK, and some discussion of a potential slowdown
in tightening from global central banks all contributed to the improved market conditions. Continued strong
technicals also supported the market, as net supply has been very low all year long. Despite this recovery,
European high yield has lagged the US market, as investors remain cautious on the outlook for European
growth and inflation in the face of high energy prices and tight supplies due to the war in Ukraine. This
backdrop has created several material cross currency mis-pricings within global capital structures, which
have begun to garner attention from investors. In this environment, BBs outperformed as investors continued to seek up-in-quality exposure.
Emerging markets (EM) hard currency sovereign bonds, as measured by the JPMorgan Emerging Markets
Bond Index Global Index (EMBIG), posted a flat +0.08% return in October, mainly driven by a +2.15% gain
in high yield credits, as investment grade credits underperformed with higher US Treasury yields. The overall EMBIG index ended with a 449 bps spread over US Treasuries and an 8.72% yield, with the investment
grade sub-index yielding 6.07% and high yield credits at 13.00%, a yield comparable to downturns such as
2008-09 or 2000-01, suggesting EM spreads are already pricing in a lot of recession risks.

Multi-Asset Credit
NCRAM’s Multi-Asset Credit Strategy takes an active tactical approach to positioning in the credit markets,
focused on the optimal positioning for a “Corrective phase” with aggressive tightening by the Fed, and our
base case of a mild recession in 2023. The strategy is currently emphasizing opportunities in investment
grade, European high yield, and EM sovereign markets.
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