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Global High Yield: the asset class 

As an asset class, global high yield (GHY) bonds are recognized for 

their capacity to enhance yield (relative to government and 

investment grade bonds), diversify a bond portfolio, and offer capital 

appreciation potential. 

The asset class today is broad and deep with a market size that is 

close to $2.5 trillion. It has seen significant growth over this last credit 

cycle. In 2000, US high yield securities dominated, representing over 

90% of the asset class.  In 2010, non-US issuance (e.g., European 

and emerging markets) represented about 29% of the asset class, 

and today it represents about 42% of the asset class.  With this 

growth comes enhanced diversification opportunities across 

countries, regions, sectors and ratings which, in turn allows 

investment managers better control of the risk/return dynamics in 

their portfolios.

The rise of GHY in 2020

GHY has recovered significantly since the worst of the pandemic in 

March of 2020. The asset class now delivers a yield of about 5.5% 

which we view as relatively attractive in this very-low-for-longer rate 

environment. Although GHY spreads have narrowed since the peak 

disruption in March, at current levels, they are still above averages 

seen during this period of ultra-low rates. We believe that GHY 

investors can still be compensated with an attractive carry going 

forward. 

Several factors are supporting GHY portfolios, including:

 Global monetary and fiscal policy boosts

 GHY inflows from investors looking for yield

 Easement of default risks

It is important to point out that historically, the asset class has 

delivered a long-term average annualized return of 7% while showing 

strong resilience through volatility and market crises. After the great 

financial crisis in 2008, for example, GHY recovered to its pre-crisis 

levels in less than one-year versus global equities that took close to 

5-years to recover to pre-crisis levels.
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Investing in GHY

Defining the benchmark. There is no standard benchmark for GHY 

and portfolio managers use a wide range of benchmarks—

benchmarks that will often reflect different approaches to the asset 

class. We can see this in a casual scan of the range of benchmarks 

(or opportunity sets) used by various popular GHY funds—noting that 

many of these benchmarks are highly customized.  

Further, while a GHY fund may track a global benchmark, many tend 

to focus primarily on the US high yield market; others may include 

developed markets only, and still others may incorporate substantial 

exposures to emerging markets.

HSBC GIF Global High Yield: our approach 

The HSBC GIF Global High Yield fund takes a risk-focused approach 

to the asset class with a quality tilt. The fund’s benchmark (ICE BofA

Global High Yield BB-B Constrained Index) defines a higher quality 

universe that excludes CCCs.  We find this an appropriate starting 

universe for security selection as BB/B segments can deliver more 

attractive risk-adjusted returns than CCCs and have displayed less 

volatility and higher Sharpe ratios over time.

A selective and diversified range of BB and B bonds forms the 

bedrock of the portfolio. However, we include some tactical BBB 

allocations and some high conviction exposures to CCC credits. 

We seek to invest in stable to improving credits. Given the negative 

convexity of shorter-dated high yield bonds, negative credit events 

can be extremely costly to a high yield portfolio and we concentrate 

on avoiding them. A deep understanding of the risk/reward dynamics 

for each security in the portfolio is therefore crucial to avoid 

defaults—especially as several economies and sectors remain fragile 

while we are still under the grips of the pandemic.

A truly global approach. We leverage extensive macro-economic, 

credit, ESG and industry research from specialists around the world 

and in real-time—to uncover relative value opportunities across GHY 

regions, industries and ratings.  We complement this approach with 

quantitative tools and techniques to optimize the portfolio and to 

calibrate and monitor risk on a continuous basis. The strength and 

consistency of our approach has led to resilient performance over 

time. 
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An illustration of various well-known 

funds and their “global” allocations

Various GHY Fund Benchmarks

BB Barc Global HY Total Return USD Hedged

BB Barc US Corporate HY & Pan Euro HY ex-Financials 

2.5% Cap

ICE BofA US HY Constrained Total Return EUR Hedged

BB Barc Global HY ex-(CMBS & EMD) 2% Cap Total 

Return USD Hedged

ICE BofA BB-B Developed Markets HY Constrained 

Total Return USD Hedged

BB Barc US HY 2% Cap Total Return USD

BB Barc Global HY ex-(CMBS & EMD) 2% Cap

70% BB Barclays US High Yield & 30% Bloomberg 

Barclays Pan-European High Yield 2% issuer cap, ex 

sub-financials--USD Hedged

ICE BofA BB-B Global HY BB-B Constrained Total 

Return USD Hedged

Higher Sharpe ratios for BB and B 
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HSBC Global High Yield: positioning for change

While we could be in a range-bound market for the next few quarters, 

we still find attractive opportunities in the global high yield space 

tempered by various risks in each region.

US high yield. Valuations in the US appear quite full relative to our 

near-term spread expectations. Although US high yield is showing an 

OAS of just below 500 bps we continue to see favorable potential in 

the healthcare and auto industries, in some fallen angels (companies 

recently downgraded from investment grade to high yield) and finally, 

we think the pick-up in M&A can also provide some upside—

particularly in the hard-hit energy sector.

However, economic, political and market concerns remain for the US 

high yield market. The second wave of infections occurring across 

the US, along with fewer central bank and government options for 

stimulus, could create a prolonged drag on the economy; in addition, 

certain industries that have already maxed out on debt could 

exacerbate progress on the US recovery.

Politically, with a democratic presidential win or a democratic sweep, 

the expectation for increased taxes will likely weigh on the market, 

but this could be offset by a second, potentially larger stimulus 

injection with minimal delay. A drawn-out contested US vote, 

however, would be a worst case scenario causing extended volatility.

Finally, the OAS for US high yield is close to 500bps and the last time 

we encountered this level (outside of spring ‘20) was in 2016. While 

the asset class still looks attractive in this very low yield environment, 

spreads are very close to the tights of the recent range.

UK and European high yield. We remain positive on financials 

because the highly regulated nature of this sector works to the benefit 

of bondholders. However, many years of negative interest rates in 

Europe have led to yield compression so that there is little room for 

near-term outperformance.

Emerging markets (EM) high yield. We currently prefer short 

duration paper in non-cyclical sectors including technology, media 

and telecom (TMT) and food; these industries offer attractive risk-

adjusted returns with limited drawdown potential relative to the 

market.

We are meaningfully underweight financials, however, as we believe 

that EM banks have not yet turned the corner regarding asset quality 

deterioration and loan provisioning. 

More attractive

Less attractive

US HY

UK and EUR HY

EM HY

Source: HSBC Global Asset Management as of 

31 October 2020. 
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Summary

As part of a diversified portfolio, global high yield offers an income 

opportunity in a yield-starved world. Expanding beyond a US-only 

high yield portfolio provides a larger opportunity set in a still relatively 

small asset class. Our higher quality bias, coupled with a truly global 

approach is a proven strategy for strong relative performance over 

various market environments. Despite potential volatility from the US 

elections and from a still-distant covid recovery, we continue to see 

value in the global high yield asset class, with the potential for yet 

tighter spreads and strong relative returns.

HSBC GIF Global High Yield (IC)
ISIN: LU0780246319

 A risk-aware focus with a higher 

quality bias: average credit rating of 

BB/BB- with some tactical exposure 

to BBBs and CCCs

 Portfolio of high conviction names 

based on credit and ESG research 

 Extremely low default rate in the 

portfolio historically (average default 

rate of 0.20% since 2017)

 Launched in 2012

 $1.7Bn in AUM

Source: HSBC Global Asset Management, Morningstar. 

As of 30 September 2020. The Morningstar Rating is for 

the specified share class only; other classes may have 

different ratings characteristics. A 4- or 5-star rating does 

not necessarily imply that a fund achieved positive 

results for the period. 

Morningstar Universe peer rankings

HSBC GIF Global High Yield Bond Fund (IC)

Period
Quartile

Rank

Rank / 

# Funds

YTD 1 12 / 967

1 Year 1 10 / 920

3 Year 1 18 / 630

5 Year 1 19 / 480

Represents the IC share class 

(ISIN: LU0780246319)


Rated among 967 global high yield funds, as of 

9/30/20, based on risk-adjusted total return. The 

Overall Morningstar Rating is a weighted average of 

the performance figures for its 3-, 5-, and 10-year (if 

applicable) Morningstar Rating metrics. 

Mary Bowers

Lead Portfolio 

Manager

Brian Dunnett

Product Specialist

Julian Moore

Product Specialist

Xavier Baraton

Global Head of 

Fixed Income

Rick Liu

Co-Portfolio 

Manager

Past performance is no guarantee of future 

returns. The return, the value of money 

invested in the fund may become negative as 

a result of price losses and currency 

fluctuations.  There is no guarantee that all of 

your invested capital can be redeemed.

The rating is based on price volatility over the last five years, and is an indicator of 

absolute risk. Historical data may not be a reliable indication for the future. The value 

of an investment, and any income from it, may fall as well as rise, and you may not 

get back the amount you originally invested. The rating is not guaranteed to remain 

unchanged and the categorisation may shift over time. The lowest rating does not 

mean a risk-free investment.

Do not run any unnecessary risk. Read the Key Investor Information Document
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Key Risks
There is no assurance that a portfolio will achieve its investment objective or will work under all market conditions. The value of investments 

may go down as well as up and you may not get back the amount originally invested. Portfolios may be subject to certain additional risks, which 

should be considered carefully along with their investment objectives and fees. 

Fixed income is subject to credit and interest rate risk. Credit risk refers to the ability of an issuer to make timely payments of interest and principal. 

Interest rate risk refers to fluctuations in the value of a fixed income security that result from changes in the general level of interest rates. In a declining 

interest rate environment, a portfolio may generate less income. In a rising interest-rate environment, bond prices fall. High Yield. Investments in high 

yield securities (commonly referred to as “junk bonds”) are often considered speculative investments and have significantly higher credit risk than 

investment grade securities. The prices of high yield securities, which may be less liquid than higher rated securities, may be more volatile and more 

vulnerable to adverse market, economic or political conditions. Foreign and emerging markets. Investments in foreign markets involve risks such as 

currency rate fluctuations, potential differences in accounting and taxation policies, as well as possible political, economic, and market risks. These risks 

are heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than developed foreign markets. Derivative 

instruments. Derivatives can be illiquid, may disproportionately increase losses and may have a potentially large negative impact on performance. 

Default Risk. The issuers of certain bonds could become unwilling or unable to make payments on their bonds. Emerging Markets Risk. Emerging 

markets are less established, and often more volatile, than developed markets and involve higher risks, particularly market, liquidity and currency risks. 

Interest Rate Risk. When interest rates rise, bond values generally fall. This risk is generally greater the longer the maturity of a bond investment and the 

higher its credit quality. Investment Leverage Risk. Investment Leverage occurs when the economic exposure is greater than the amount invested, such 

as when derivatives are used. A Fund that employs leverage may experience greater gains and/or losses due to the amplification effect from a movement 

in the price of the reference source.

Important information

This presentation is distributed by HSBC Global Asset Management (France) and is only intended for professional investors as defined by MIFID. It is 

incomplete without the oral briefing provided by the representatives of HSBC Global Asset Management (France). The information contained herein is 

subject to change without notice. All non-authorised reproduction or use of this commentary and analysis will be the responsibility of the user and will be 

likely to lead to legal proceedings. This document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for 

the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The commentary and analysis presented in this 

document reflect the opinion of HSBC Global Asset Management on the markets, according to the information available to date. They do not constitute any 

kind of commitment from HSBC Global Asset Management. Consequently, HSBC Global Asset Management (France) will not be held responsible for any 

investment or disinvestment decision taken on the basis of the commentary and/or analysis in this document.

The performance figures displayed in the document relate to the past and past performance should not be seen as an indication of future 

returns. All data from HSBC Global Asset Management (France) unless otherwise specified. Any third party information has been obtained from 

sources we believe to be reliable, but which we have not independently verified.

Statistical information pertaining to HSBC Global Asset Management personnel or assets may be aggregated. Assets under management may include 

assets managed by affiliates of HSBC Global Asset Management, which may provide advice in the form of portfolio construction, sector allocations and / or 

stock recommendations. HSBC Global Asset Management has based this material on information obtained from sources it believes to be reliable but which 

it has not independently verified. HSBC Global Asset Management and HSBC Group accept no responsibility as to its accuracy or completeness. The 

views expressed were held at the time of preparation and are subject to change without notice. Forecasts, projections or targets are indicative only and are 

not guaranteed in any way. HSBC Global Asset Management accepts no liability for any failure to meet such forecasts, projections or targets. Past 

performance is no guarantee of future results. Index returns assume reinvestment of all distributions and not reflect fees or expenses. You cannot invest 

directly in an index.

Portfolio characteristics, including position sizes and sector allocations, among others, are generally averages, are only for illustrative purposes, and do not 

reflect the investments of an actual portfolio unless otherwise noted. The investment guidelines of an actual portfolio may permit or restrict investments that 

are materially different in size, nature and risk from those shown.

HSBC fund(s) is a/are sub-fund(s) of the HSBC Global Investment Funds, a Luxembourg domiciled SICAV. All applications are made on the basis of the 

current HSBC Global Investment Funds Prospectus, Key Investor Information Document (KIID), Supplementary Information Document (SID) and most 

recent annual and semi-annual reports, which can be obtained www.assetmanagement.hsbc.com/fr. Investors and potential investors should read and 

note the risk warnings in the prospectus and relevant KIID and additionally, in the case of retail clients, the information contained in the supporting SID.

Shares of the Company may not be offered or sold for sale or sold to any "U.S. Person within the meaning of the Articles of Incorporation, i.e. a citizen or 

resident of the United States of America (the "United States"), a partnership organised or existing under the laws of any state, territory or possession of the 

United States, or a corporation organised or existing under the laws of the United States or of any state, territory or possession thereof, or any estate or 

trust, other than an estate or trust the income of which from sources outside the United States is not includible in gross income for purposes of computing 

United States income tax payable by it.

All subscriptions in any fund presented in this document are accepted only on the basis of the current prospectus, available on request from HSBC Global 

Asset Management (France), Important information for Luxembourg investors: HSBC entities in Luxembourg are regulated and authorised by the 

Commission de Surveillance du Secteur Financier (CSSF).

Important information for Swiss investors: This document may be distributed in Switzerland only to qualified investors according to Art. 10 para 3. 3bis and 

3ter of the Federal Collective Investment Schemes Act (CISA). The presented fund is authorised for public distribution in Switzerland in the meaning of Art. 

120 of the Federal Collective Investment Schemes Act. (Potential) investors are kindly asked to consult the latest issued Key Investor Information 

Document (KIID), prospectus, articles of incorporation and the (semi-)annual report of the fund which may be obtained free of charge at the head office of 

the representative: HSBC Global Asset Management (Switzerland) Ltd., Gartenstrasse 26, P.O. Box, CH-8002 Zurich. Paying agent: HSBC Private Bank 

(Suisse) S.A., Quai des Bergues 9-17, P. O. Box 2888, CH-1211 Geneva 1. 

HSBC Global Asset Management (France) - 421 345 489 RCS Nanterre. Portfolio management company authorised by the French regulatory authority 

AMF (no. GP99026) with capital of 8.050.320 euros. Postal address: 75419 Paris cedex 08 Offices: Immeuble Coeur Défense | 110. esplanade du Général

de Gaulle - La Défense 4 – France www.assetmanagement.hsbc.com/fr

HSBC Global Asset Management (Switzerland) AG – Gartenstrasse 26, P.O. Box, CH-8027 Zurich, Switzerland. Website: 

www.assetmanagement.hsbc.com/ch
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