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US High Yield 
The US high yield market gained 1.22% in August, as measured by the ICE BofA 

US High Yield Constrained Index (HUC0), raising YTD returns to 6.25%. Spreads 

were relatively flat on the month, ticking 2 bps lower to 284. US Treasuries fueled 

the fixed income rally in August, as dovish Fed rhetoric led investors to position for 

increasingly aggressive easing, likely commencing in September. The 10-yr UST 

yield fell 15 bps to 4.23%. 

 

High yield bonds remained well-bid in August, supported by lower interest rates and 

bullish expectations that lower taxes, lighter touch regulations, and AI-derived 

productivity gains will boost forward profit margins. Lamentably, concerns regarding 

the future independence of Fed monetary policy dampened further enthusiasm. 

High yield new issue volume in the first half of August was surprisingly robust, con-

tinuing the trend observed in July, before slowing the final two weeks of the month 

when the traditional summer lull finally arrived. Nearly two thirds of August’s new 

issues were refinancing transactions, holding in place high yield’s somewhat sup-

portive technical conditions, as issuer demand for fresh capital has been relatively 

light, and net inflows to the asset class are positive. There was limited performance 

dispersion by credit quality in August, but CCCs modestly outperformed BB and B-

rated bonds. The Building Materials, Energy, and Healthcare sectors outperformed 

in August, while Leisure, Packaging, and Technology lagged.  

 

High yield spreads below 300 bps lie at the tight end of the historical range. Howev-

er, credit quality is currently as strong as ever (55% of the market is rated BB, vs. 

 



 
only 10% CCC and below). High yield issuer fundamentals are solid, with 2Q25 operating earnings surprising to the 

upside, following six consecutive quarters of positive year-over-year growth. The US economy remains resilient in the 

face of heightened geopolitical risk, but signs of employment weakness have raised the odds of Fed rate cuts resum-

ing later this year. NCRAM does not expect to see material spread tightening lift high yield bond prices, but competi-

tive carry with yields close to 7% positions the asset class to potentially deliver attractive returns over the balance of 

2025 and into next year.   

 

European High Yield  
European high yield was steady in August as the market slowed for the late summer period. The ICE BofA European 

Currency High Yield Constrained Index (HPC0) gained 0.12% m/m in EUR terms (unhedged), advancing the YTD 

return to 3.86%. The conclusion of earnings season brought a mixed set of outcomes. We saw a continuation of bet-

ter-than-feared results for certain cyclical sectors such as autos, offset by lackluster European final-market demand 

overall. Technically, the market felt somewhat weak as many investors were away from their desks, forcing some 

high beta or high idiosyncratic risk investments to endure greater downside volatility. Overall, we expect a busy new 

issue environment when market activity fully resumes in September, which could further pressure technicals. Howev-

er, continued inflows and robust investor cash positions should support the high yield market in the near term.   

 

Emerging Markets  
Emerging markets hard currency bonds delivered another positive monthly return in August, as US Treasury yields 

declined and spreads tightened marginally. EM sovereign bonds, proxied by the JP Morgan Emerging Markets Bond 

Index Global (EMBIG), enjoyed the most impactful benefit from the US Treasury rally, gaining 1.53% in August 

(8.36% YTD). High yield sovereign credits outperformed, rising 1.80%. EM corporate bonds, as measured by the JP 

Morgan Corporate Emerging Market Bond Index Broad Diversified (CEMBI BD), delivered a 1.29% return in August 

(6.33% YTD), with high yield credits also outperforming (1.37% in the month). Technical factors remained supportive 

for the asset class, which also saw a resumption of retail inflows into EM hard currency-dedicated funds. Aggregate 

index yields ended at close to 6% for EM corporates and 7% for EM sovereigns. 
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Disclosures 
This document is prepared by Nomura Corporate Research and Asset Management Inc. (NCRAM) and is for infor-

mational 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 second-

ary 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 finan-

cial 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. For-

ward-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 here-

of 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 vio-

lation of the U.S. federal securities laws. 

 

Performance data is calculated by NCRAM based upon market prices obtained from market dealers and pricing ser-

vices or, in their absence, an estimate of market value based on NCRAM’s pricing and valuation policy. All perfor-

mance is historical and assumes reinvestment of dividends, interest and capital gains. Performance data stated here-

in may vary from pricing determined by an advisory client or by a third party on behalf of the advisory client. Perfor-

mance 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 portfoli-

os 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 compliancenomuraasset@nomura.com or via postal mail request at Nomura 

Corporate Research and Asset 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 fi-

nancial 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.  

 

 

 

 

 

 


