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US High Yield 

The US high yield market returned 4.57% in November, bringing YTD total 

return to 9.43%, as measured by the ICE BofA US High Yield Constrained 

Index (HUC0). In retrospect, the “higher for longer” narrative had gone too 

far in September and October, and seemed to overlook signs of a slowing 

economy and disinflation. In November, as both the employment report and 

CPI provided strong evidence for moderating growth and inflation, the out-

look for the Fed flipped from potentially raising rates again in early 2024, to 

cutting rates steadily, possibly beginning in March. A soft landing, as defined 

by the return of inflation to the 2% target without experiencing a recession, 

began to look like a distinct possibility. The capital markets were caught off-

side, sparking a remarkable rally across both fixed income and equities. The 

yield on the 10-year US Treasury dropped 60 bps, leading to a strong rally 

for longer duration assets. At the same time, as a potential soft landing 

came into focus, spreads tightened as well. Within US high yield, BBs per-

formed the best due to their longer duration. From a technical perspective, 

BBs were also helped by the Ford upgrade to investment grade, as high 

yield investors looked for other BBs to replace that exposure. However, 

spreads actually tightened more in Bs and CCCs, and the best performing 

sectors in the overall market were higher yielding ones, such as Broadcast-

ing, Publishing, and Retail. The weakest sectors suffered from credit specific 

concerns, specifically Paper, Entertainment, and Telecom. 

 



 
The US high yield market ended November with a yield of 8.50% and a spread of 384. Looking forward, we 

maintain that this yield continues to provide a good starting point for attractive risk-adjusted returns. Infla-

tion looks to be heading the right direction in many areas including goods, energy, wages, and rents. Since 

the Fed would like to engineer a soft landing if possible, we can easily imagine cuts next year, as the cur-

rent Fed Funds rate of 5.25% to 5.5% will look very high in real terms if inflation heads towards 2%. While 

the economy is sluggish today, it remains in slow growth, and we are hopeful a recession can be avoided. 

 

European High Yield  

The European high yield market returned 3.07% (EUR, unhedged) for the month of November, resulting in 

a 9.58% YTD return, as measured by the ICE BofA European Currency High Yield Constrained Index 

(HPC0). There is a somewhat higher risk of recession in Europe, but similar to US high yield, the European 

high yield market benefited from hopes for disinflation and rate cuts in 2024, and spreads tightened 61 bps. 

Q3 earnings were generally good, although the manufacturing recession continues to be a major theme. 

While there is cautious optimism for a positive turn in 2024, companies have very little visibility over cus-

tomer destocking activities as well as end market consumer demand. European high yield had increased 

dispersion during the month as B-rated credits outperformed, followed by BBs, while CCC credits were the 

worst performing segment of the market. Technicals will continue to support the European high yield mar-

ket, and we expect the strong bid for high quality paper to continue. The European high yield market ended 

the month with a yield of 7.35% and spread of 442. 

 

Emerging Markets  

Emerging markets hard currency sovereign bonds, as measured by the JPMorgan Emerging Markets Bond 

Index Global (EMBIG) posted a strong 5.79% gain in November, following three consecutive months of 

negative returns, which pushed its YTD performance to 5.39%. The turnaround in US yields on Fed expec-

tations, with 10-year Treasuries moving from their 5% peak in October to 4.33% by the end of November, 

was the main catalyst behind EM sovereign bond performance, given their higher duration relative to other 

fixed-income markets. EM high yield credits outperformed with a 6.17% return and 60 bps tighter spreads, 

which benefited our portfolio posture tilted to high yield. Argentina in particular posted a strong +28% return 

following presidential elections. EM corporate bonds, as measured by the JPMorgan Corporate Emerging 

Market Bond Index Broad Diversified (CEMBI BD) gained 3.64% in November (5.84% YTD) with both in-

vestment grade and high yield names posting similar performance. The index spread tightened almost 20 

bps, led by high yield credits, which ended the month with 9.75% average yields. Looking into 2024, tech-

nical factors look particularly strong for EM corporates, given expected net negative supply. Our EM corpo-

rate and sovereign strategies outperformed their benchmarks (gross of fees) in November. 

 

Multi-Asset Credit  

NCRAM’s Responsible Multi-Asset Credit strategy posted strong performance in November, outperforming 

its customized blended reference index by a large margin. Our overweight in investment grade and overall 

long duration posture were the main drivers of this return. Our tilt to longer duration, which we extended in 

October into the Treasury sell-off, paid off as the soft landing narrative gained momentum with moderating 

inflation data and clear signs of deceleration in the US labor market. Looking ahead, we are keeping a long 

duration posture as we manage credit risk carefully to navigate the possibility of either a soft landing or a 

mild recession in 2024. 
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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 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. All performance is historical and as-

sumes reinvestment of dividends, interest and capital gains. 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 pur-

pose of facilitating analysis of account assets managed by NCRAM, and should not be used for the purpose of reporting or ad-

vertising 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, 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.  

 

 

 

 

 

 


