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US High Yield
The US High Yield market returned 0.24% in May, bringing the YTD return
to -7.74% as measured by the ICE BofA US High Yield Constrained Index
(HUC0). After being down more than -3% mid-month, the market rebounded
thanks to indications from the Fed that they plan to be flexible as they press
on with monetary tightening. In early May, signs of a slower economy were
taken negatively by the market. However, in the second half of the month,
the market realized that a moderately slower economy might bring inflation
down, that this could lead to the Fed mitigating their tightening goals, and
that the Fed’s terminal rate might come into focus. When the Fed governors
began to mention flexibility, high yield rallied along with other risk markets.
BBs rallied first and outperformed for the month, while Bs and CCCs lagged.
Utilities and energy were among the best performing sectors, while retail and
media were among the worst. The US high yield market ended the month
with a yield to worst of 7.14% and an option-adjusted spread of 423 bps,
wider YTD by 281 bps and 112 bps, respectively.
We are starting to see incipient signs of the economy cooling. For example,
lower income consumers are clearly feeling pressure from inflation. Furthermore, the economy outside the US is slower, and the start-up and cryptocurrency ecosystems may retrench. At the same time, corporate and consumer balance sheets overall are in relatively good shape. We believe (cont)

corporations are still spending to address bottlenecks, while the auto and housing sectors continue to have
pent-up demand. We expect that China will re-open in the second half, supporting global growth. Our base
case is that US GDP slows to the 2% area in 2H. In this environment, we do expect US high yield defaults
to pick up modestly to the 1.0%-1.5% range. Compared to last year, a modestly larger number of companies are missing earnings due to re-opening trends, bottlenecks, and cost pressures. We also expect that
inflation will normalize over the course of 2022, with core PCE under 3% in 2023. This should allow the Fed
to pause their tightening in early 2023. Weighing these factors, we feel the high yield market offers reasonably attractive opportunities given the generally high average credit rating in the market, above average
yields and spreads, and lower dollar prices compared to market levels over the last five years.

Global High Yield
The ICE BofA European Currency High Yield Constrained Index (HPC0) lost -1.31% in May and is down 8.54% YTD in local currency terms. Risk aversion remains higher in Europe as the war grinds on and plans
to reduce dependence on Russian oil and gas promise to slow growth. The top-performing sectors, Pharmaceuticals (0.4%), Energy (0.1%), and Gaming (0.0%), were upstaged by the worst performing sectors,
Financials (-5.8%), Retail (-4.1%), and Leisure (-3.5%). In a risk-averse market, single-Bs underperformed
BBs. The European high yield market ended the month with a yield of 5.75% and a spread of 484 bps, wider this year by 266 bps and 147 bps, respectively. Looking ahead, we expect some recovery in the second
half as the lack of new issues, an eventual resolution to the war in Ukraine, and improved macroeconomic
conditions boost market sentiment.
Emerging markets (EM) hard currency sovereign bonds, as measured by the JPMorgan Emerging Markets
Bond Index Global Index (EMBIG), posted a small 0.19% positive return in May after being down as much
as -2% in the middle of the month. A bounce in other credit markets in the second half of May supported
the recovery of EM sovereign credit. The overall EMBIG index ended the month with a 383 bps spread to
maturity over US Treasuries and 6.82% yield to maturity. EM high yield corporate bonds, as measured by
the ICE BofA High Yield US Emerging Markets Corporate Plus Index (EMUH), declined -1.36% in May, lagging US high yield credits. Asian high yield credits underperformed the most, followed by some Eastern European and Latin American credits, which could not keep pace with some recovery in sovereigns during the
second half of the month. Harsh lockdowns in China in particular had a negative effect on some high-beta
property credits, as well as other sectors in the economy. The EMUH index spread to worst widened about
35 bps to end at 687 bps over US Treasuries or about 250 bps over US high yield, which remains an attractive level by historical standards.

David Crall, CFA
NCRAM CEO and CIO

Disclosures
This document is prepared by Nomura Corporate Research and Asset Management Inc. (NCRAM) and is for informational purposes only. All information contained in this document is proprietary and confidential to NCRAM. All opinions and estimates included 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. Certain 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 information 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 uncertainties 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 volatility, 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 Compliance Officer via e-mail at Compliance@nomura-asset.com or via postal mail request at Nomura Corporate Research and Asset Management Inc., Worldwide Plaza, 309 West 49th Street, Compliance Department, 9th Floor, Attn: Chief Compliance Officer, 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.

