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Speculative positions are extremely short already, 

which could provide technical support

Peak in rates likely as forwards have moved sharply

The move in Treasury yields has been primarily a 

real yield move, while breakevens are relatively well 

anchored
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Typically, high yield spreads widen when bank lending 

conditions tighten, but not so far this time around

High yield appears overvalued compared to 

investment grade, but this is consistent with low 

equity volatility 

Current yield
Year to date 

return 

Year to date 
change in 

yield

Duration 
(years)

US Treasury 
index 5.0% -2.7% 0.84% 5.83

US IG 6.3% -1.6% 0.85% 6.69

US HY 9.2% 4.4% 0.29% 3.57

EM USD 
Sovereign 9.0% -2.2% 1.22% 7.16

EM USD 
Corporates 8.1% 2.7% 0.69% 4.14

EM Local
Currency 5.0% 1.0% -0.05% 5.42

High Yield returns have benefited from its 

relatively short duration 
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European bank fundamentals are in good shape

Capitalisation remains healthy across Europe & the 

US

US Financials credit spreads remain wide to US 

Non-Financials in a historical context
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European Financials credit spreads also remain 

wide to European Non-Financials versus history

EM Corporate External Debt may continue to 

outperform EM Sovereigns
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EM Local Currency Debt trajectory is less clear

EM Corp EXD overvalued

EM Corp EXD undervalued

-30

-20

-10

0

10

20

30

40

50

60

70

Oct-18 Oct-19 Oct-20 Oct-21 Oct-22 Oct-23

B
a
s
is

 P
o
in

ts

Euro Financials - Euro Non-Financials Credit
Spreads
Average



7

PUBLIC

. 

What happens when Treasury yields rise? 

Comparing Bond returns to Private Credit returns
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