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US High Yield 

The US high yield market returned 3.91% in January, as measured by the 

ICE BofA US High Yield Constrained Index (HUC0). Evidence of disinflation 

was the key driver of the broad-based rally across Treasuries, equities, and 

high yield. The CPI for December, reported mid-month, supported the disin-

flation thesis with moderation in core goods and core services. Later in the 

month, the Employment Cost Index showed a continued deceleration of 

wage gains. Aside from those two key pieces of data, disinflation is being 

seen across many parts of the economy including energy, house prices/

rents, cars, shipping, semis and others. The markets took comfort in this dis-

inflation as progress in solving the dominant economic problem, and this 

progress offset worries about a mild recession. Economic growth has 

slowed, and in fact we may have already entered a mild recession when 

looking at domestic final sales trends. At the same time, the growth outlook 

for China and Europe has improved, mitigating growth concerns, and some 

US sectors are still expanding. On balance, the market sees that disinflation 

will help lead to a Fed pause at rates a little below 5% and eventual Fed 

cuts, and is looking through the mediocre growth environment.  

 

High yield benefited from both the Treasury rally, as the 10-year US Treas-

ury yield declined by 36 bps, as well as 51 bps of spread tightening. Given 

this spread compression, CCCs were the best performing rating category. 

 



 
Leisure, Entertainment and Banking were the best performing sectors, while Transportation, Aerospace, 

and Food & Drug Retail lagged. The US high yield market ended the month with a yield of 8.19% and 

spread of 432. While the rally has been strong, our outlook for US high yield remains positive thanks to a 

relatively high absolute yield, low average dollar price, and moderate expected default rate. 

 

Global High Yield  

European high yield got off to a strong start in 2023, returning 3.24% in January, as measured by the ICE 

BofA European Currency High Yield Constrained Index (HPC0) in local currency terms. The market has re-

sponded favorably to the combination of additional evidence that inflation is receding in much of the world, 

a far better energy situation in Europe in both price and supply terms, and signs that the economic slow-

down in Europe may not be as bad as feared. Adding to these positive feelings was the re-opening mo-

mentum in China. While this momentum may complicate the inflation picture in some areas, a pickup in ac-

tivity in China is an important positive driver for many export-oriented European economies. With this back-

drop, market participants have become increasingly optimistic that Europe may avoid a recession, and de-

fault rates may not rise as much as some had warned. This sentiment led to CCCs leading the market dra-

matically and Bs also outperforming. In addition, valuations entering 2023 had also become relatively at-

tractive after a weak close to December. 

 

Emerging markets (EM) hard currency sovereign bonds, as measured by the JPMorgan Emerging Markets 

Bond Index Global (EMBIG), posted a +3.11%% return in January supported by a rally in US Treasuries, 

the resumption of inflows into EM assets after outflows in 2022, and better investor views towards EM on 

the back of China’s economic re-opening from Covid-19 restrictions and new measures to support the 

property sector announced in late 2022. High yield sovereign credits outperformed with a +3.83% return as 

spreads in that segment managed to tighten by 22 bps, while investment grade sovereigns benefited from 

lower US yields but widened marginally on a spread basis. The EMBIG index ended with an average yield 

of 7.36%, combining 5.15% for investment grade credits and 11.03% in high yield sovereigns, where we 

continue to see more attractive valuations despite the recent rally since November 2022. 

 

Multi-Asset Credit  

NCRAM’s Multi-Asset Credit Strategy posted a strong gain in January, similar to returns in global high 

yield, investment grade, and emerging markets. Our overall low risk posture detracted from performance, 

but our tactical risk and duration increase in early January was a positive driver of returns. 
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Disclosures 
This document is prepared by Nomura Corporate Research and Asset Management Inc. (NCRAM) and is for informational pur-

poses only. All information contained in this document is proprietary and confidential to NCRAM. All opinions and estimates in-

cluded herein constitute NCRAM's judgment, unless stated otherwise, as of this date and are subject to change without notice. 

There can be no assurance nor is there any guarantee, implied or otherwise, that opinions related to forecasts will be met. Cer-

tain information contained herein is obtained from various secondary sources that are believed to be reliable, however, NCRAM 

does not guarantee its accuracy and such information may be incomplete or condensed. Historical investment performance is no 

guarantee of future results. There is a risk of loss. Strategy performance references are based on gross of fees performance. 

 

Certain information contained in this document contains forward-looking statements including future-oriented financial infor-

mation and financial forecasts under applicable securities laws (collectively referred to herein as forward-looking statements). 

Except for statements of historical fact, information contained herein constitutes forward-looking statements. Although NCRAM 

believes that the expectations reflected in such forward-looking statements are based on reasonable assumptions, it can give no 

assurance that forward-looking statements will prove to be accurate. These statements are not guarantees of future performance 

and undue reliance should not be placed on them. Forward-looking information is subject to certain risks, trends, and uncertain-

ties that could cause actual performance and financial results in future periods to differ materially from those projected. NCRAM 

undertakes no obligation to update forward-looking statements if circumstances or NCRAM’s estimates or opinions should 

change. 

 

This document is intended for the use of the person to whom it is delivered. Neither this document nor any part hereof may be 

reproduced, transmitted or redistributed without the prior written authorization of NCRAM. Further, this document is not to be 

construed as investment advice, or as an offer to buy or sell any security, or the solicitation of an offer to buy or sell any security. 

Any reproduction, transmittal or redistribution of its contents may constitute a violation of the U.S. federal securities laws. 

 

Performance data is calculated by NCRAM based upon market prices obtained from market dealers and pricing services or, in 

their absence, an estimate of market value based on NCRAM’s pricing and valuation policy. Performance data stated herein may 

vary from pricing determined by an advisory client or by a third party on behalf of the advisory client. Performance data set forth 

herein is provided for the purpose of facilitating analysis of account assets managed by NCRAM, and should not be used for the 

purpose of reporting or advertising performance of specific account portfolios to account beneficiaries or to third parties. 

 

An investment in high yield instruments involves special considerations and certain risks, including risk of default and price vola-

tility, and such securities are regarded as being predominantly speculative as to the issuer's ability to make payments of principal 

and interest. 

 

A copy of NCRAM's Code of Ethics and its Part 2A of Form ADV, are available upon request by contacting NCRAM’s Chief Com-

pliance Officer via e-mail at Compliance@nomura-asset.com or via postal mail request at Nomura Corporate Research and As-

set Management Inc., Worldwide Plaza, 309 West 49th Street, Compliance Department, 9th Floor, Attn: Chief Compliance Of-

ficer, New York, NY 10019-7316. 

 

The views and estimates expressed in this material represent the opinions of NCRAM and are subject to change without notice 

and are not intended as a forecast or guarantee of future results. Such opinions are statements of financial market trends based 

on current market conditions. The views and strategies described may not be suitable for all investors. This material has been 

prepared for informational purposes only, and is not intended to provided, and should not be relied upon as legal or tax advice.  

 

 

 

 

 

 


