
 

NCRAM 

Monthly Update  
March 1, 2023 

US High Yield 

The US high yield market returned -1.28% in February, as measured by the 

ICE BofA US High Yield Constrained Index (HUC0). Interest rates reacted 

bearishly to the resurgence of inflation, along with a raft of better-than-

expected economic data including non-farm payrolls, retail sales, and re-

gional Fed surveys. Even the moribund housing market showed signs of life, 

as pending home sales and new home sales both ticked higher. The surpris-

ingly strong data may have been influenced by the northern hemisphere’s 

warm winter weather pushing economic activity forward and data scientists’ 

continued struggles with seasonal adjustments in the post-pandemic econo-

my. Nonetheless, the market has reset its expectations for near-term Fed 

policy, with Fed Funds futures now pricing in three additional 25 bps hikes in 

2023 before a pause around mid-year, and no rate cuts until 2024. Further-

more, the economic growth argument among market participants has shifted 

from “soft landing or hard landing,” to “soft landing or no landing,” as the 

market reconsiders whether the US can skirt a recession despite 450 bps of 

monetary tightening in the last year.  

 

High yield followed US Treasuries lower in February. The high yield market’s 

yield rose 48 bps on the month to 8.67%. The relatively strong 4Q earnings 

announced thus far have helped hold high yield spreads in check. Nearly 

twice as many high yield companies’ 4Q operating earnings reports have 

 



 
surprised to the upside than the downside, and more issuers have guided 2023 earnings expectations high-

er vs. lower. These positive developments drove the spread on the high yield market down 9 bps in Febru-

ary to 423 bps. CCC-rated bonds continued to outperform, and BBs lagged behind in February. Leisure 

and Healthcare were among the month’s top performing sectors, while Utilities and Telecom were key un-

derperformers. At better than an 8.6% yield, we believe high yield is priced at an attractive entry point. Fun-

damentals are relatively strong, and technicals remain supportive, with over $100bn of high yield bonds as 

candidates for upgrade to investment grade and a light expected issuance calendar this year. With these 

factors in mind, we have a constructive view on high yield returns over the balance of 2023 and into next 

year. 

 

European High Yield  

The European high yield market was flat during February, returning -0.05% in local currency terms, as 

measured by the ICE BofA European Currency High Yield Constrained Index (HPC0). After a strong start 

to the year, the combination of stubborn inflation readings in both Europe and the US and relatively hawk-

ish messaging from central banks took the wind out the market’s sails. In this environment, 10-year Bund 

yields reached new cycle highs at the end of the month, rising 37 bps in February to 2.65%. This pressured 

BB-rated bonds, which underperformed during the month. Earnings have generally been constructive, and 

discount Bs and CCCs continue to benefit from a solid earnings season and the positive European growth 

outlook. Towards the end of the month, the UK and EU reached a new agreement on trade between North-

ern Ireland and the EU, which was a modest positive for UK risk assets. 

 

Emerging Markets  

Emerging markets hard currency sovereign bonds, as measured by the JP Morgan Emerging Markets 

Bond Index Global (EMBIG), reversed some of their gains in January by declining -2.20% in February, 

mostly driven by the move higher in US Treasury yields during the month. Despite the headwinds, some 

EM investment grade sovereigns’ spreads managed to tighten marginally in February. Contrasting with 

strong inflows into the asset class to start the year, EM hard currency bond flows slowed in February. The 

EMBIG index ended February with an average yield of 7.8% – 5.5% for investment grade credits and 

11.6% for high yield. We continue to see more attractive valuations in the high yield sovereign segment.  

 

High yield EM corporates, as measured by the ICE BofA High Yield US Emerging Markets Corporate Plus 

Index (EMUH), posted a -2.52% decline in February, with China property credits reversing some of the 

strong gains from the previous month. Meanwhile, the broader EM Corporate universe, as measured by the 

JP Morgan Corporate Emerging Markets Bond Broad Diversified Index (CEMBI BD), outperformed with a 

more moderate -1.6% decline. Relative to sovereigns, the market was less affected by rising US Treasury 

yields, and it benefited from more diversification relative to EM high yield corporates. The CEMBI BD index 

ended February with a yield of 7.2% and an average spread just below 300 bps, roughly unchanged on the 

month. 

 

Multi-Asset Credit  

NCRAM’s Multi-Asset Credit Strategy posted a small loss in February, yet outperformed global high yield, 

investment grade, and emerging markets. Our low risk posture, tactical short duration bias, and overweight 

to European high yield were positive drivers, but our modest allocation to investment grade, which lagged 

other credit asset classes in February, was a performance detractor. February’s credit market selloff im-

proved valuations, thus we modestly increased portfolio risk and duration late in the month. 

 

 

 

 

 

 



 
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.  

 

 

 

 

 

 


