
Exhibit 1: High yield index yield to worst has rarely breached 8% over the last 10 years 

Past performance is not indicative of future results. Source: Aegon AM and Bloomberg. Based on monthly Bloomberg US Corporate High Yield Index data from August 31, 2012 – 
July 18, 2022. Highlights months with a yield to worst above 8%.

Compelling entry points

With yields around 8%, we believe high yield bonds currently 
present a buying opportunity. Although the current economic 
environment is challenging, opportunities to add exposure to 
yields above 8% have been relatively rare. Prior to 2022, there 
were only eight months over the past 10 years that offered 
starting yields above 8% (Exhibit 1). 

Those periods included March to April 2020 during the depths 
of the global pandemic, as well as late 2015 and early 2016 
amid the energy sector weakness. While these environments 
were fraught with risk and economic weakness, they were 
followed by strong rallies that provided opportunities for 
investors to generate above-average forward returns. Based on 
the Bloomberg US Corporate High Yield Index, for those who 
invested when yields were above 8% over the past 10 years, 
these entry points produced above-average annualized returns:

• One-year average annualized return: 18.04%2

• Three-year average annualized return: 8.38%3 

• Five-year average annualized return: 8.18% 3 

While this highlights how infrequently 8%-plus starting yields 
present themselves, each economic cycle is different. Notably, 
there are stark fundamental differences between the 2015 to 
2016 period, as well as 2020 relative to now. Prior periods with 
8%-plus yields were characterized by deteriorating or weak 
fundamentals and a very challenging economic landscape. 

In 2022, many companies are facing macro headwinds and 
economic growth is slowing. However, high yield company 
fundamentals are in a stable and relatively healthy state. Many 
issuers have historically low leverage, high interest coverage 
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Relentless inflation and rising recession fears rattled markets during the first half of 2022, leading to weakness 
across credit and equity markets. Amid the bearish sentiment, high yield has experienced a significant repricing year 
to date. While rate moves drove part of the weakness, spreads also widened and yields jumped from around 4% to 
over 8% in July 2022.1 

As macro uncertainties and recession fears cloud the economic outlook, many investors are grappling with the 
same question: Does recent spread widening present warning signs or attractive buying opportunities?
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1Source: Bloomberg US Corporate High Yield Index. The yield to worst increased from 4.21% as of December 31, 2021 to 8.47% as of July 18, 2022. 2One-year returns based on 
eight months in 2015, 2016 and 2020 that had starting yields of more than 8%. 3Three- and five-year returns based on six months in 2015 and 2016 that had starting yields of 
more than 8%.
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and few near-term maturity concerns. As a result, we think 
that most high yield companies are well-positioned to navigate 
an economic slowdown. At these yield levels, we believe high 
yield investors are being compensated for taking risk in certain 
credits with solid fundamentals.

Assessing downside risk and long-term returns

While current yields are attractive, we must also consider 
the downside risks. Given the negative sentiment and 
number of macro risks, the market could be biased toward 
spread widening in the short term, especially if the macro 
backdrop deteriorates further. Since timing the market is 
nearly impossible, the investment time horizon must be a key 
consideration. For long-term investors, we think current yields 
and prices provide attractive entry points (Exhibit 2). 

Over the last three decades, when the starting yield to worst 
was 8%+, we observed that: 

• 9.21% was the average annualized forward five-year 
return. 

• 81% of periods had an annualized index total return of 6% 
or more over the next five years.

• 99% of periods had positive index returns over the next five 
years.

Exhibit 2: US high yield index yields of 8% or more and 
subsequent three- and five- year returns

Past performance is not indicative of future results. Source: Aegon AM and 
Bloomberg. Based on monthly Bloomberg US Corporate High Yield Index data from 
January 1, 1987–July 19, 2022. Compares the month-end periods when the index 
yield to worst was 8% or more relative to the forward or subsequent 3- and 5-year 
annualized index returns. This analysis included 267 months with a starting yield to 
worst of 8% or more and long enough time periods to calculate 3- and 5-year returns.

High income and discounted prices 

High yield also provides compelling opportunities to harvest 
income. After all, income tends to drive long-term total returns 
more so than price movements over time. In addition to high 
income, discounted prices provide appreciation potential. At 
these levels, valuations provide room for high yield to rebound 
and generate coupon-like or coupon-plus returns in the 
remainder of the year if rates stabilize and volatility subsides. 

We are currently seeing many situations where bond prices 
look cheap relative to the fundamental strength of the 
company. For those issuers, it is plausible to envision positive 
catalysts that could prompt a rally and help realize capital 
appreciation more quickly than expected. That said, the murky 
economic outlook warrants rigorous credit underwriting. In 
this environment, selection is key as idiosyncratic factors will 
continue to create bifurcation across the high yield market. 

Recession risk and rebound potential 

Although there are many wildcards, our high yield team is 
modestly more optimistic than the perceived broad market 
consensus. Yes, the macro backdrop is challenged, however 
we believe the economy and US consumer could be more 
resilient than most market participants think. If this view is 
correct, high yield could stage a rebound as early as the second 
half of this year. Conversely, if a recession does materialize, 
our base prediction would be markets begin to recover within 
a few months of entering the recession, as high yield market 
recoveries have historically led actual economic activity. In 
other words, high yield bond spreads could begin to recover 
before economic activity hits the lows. 

Attractive relative value, constructive outlook

Despite a cloudy economic backdrop, we maintain a cautiously 
constructive outlook on high yield for the remainder of 2022 
as outlined in our Global Fixed Income Mid-Year 2022 Outlook. 
Stable credit fundamentals, subdued default forecasts and a 
high-quality high yield market are the key factors underpinning 
our view. High yield also remains attractive on a relative 
basis, providing opportunities to generate enhanced yield and 
lower duration risk amid rising rates. While spread widening 
may be alarming, we believe current valuations present rare 
opportunities to add exposure to solid companies at attractive 
yields.
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Three-Year 
Returns

Five-Year 
Returns

Average annualized return 9.12% 9.21%
% of periods with positive 
returns

92% 99%

% of periods with negative 
returns

8% 1%

% of periods with 6%+ 
annualized returns 

72% 81%

% of periods with 8%+ 
annualized returns 

67% 69%

https://www.aegonam.com/en/aegon-insights/credit/high-yield-harvesting-income/
https://www.aegonam.com/en/aegon-insights/credit/high-yield-harvesting-income/
https://www.aegonam.com/en/aegon-insights/credit/global-fixed-income-mid-year-2022-outlook/
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Disclosures

This material is provided by Aegon Asset Management (Aegon 
AM) as general information and is intended exclusively for 
institutional, qualified, and wholesale investors, as well as 
professional clients (as defined by local laws and regulation) 
and other Aegon AM stakeholders. 

Investments in high yield bonds may be subject to greater 
volatility than fixed income alternatives, including loss of 
principal and interest, as a result of the higher likelihood of 
default. The value of these securities may also decline when 
interest rates increase. 

This document is for informational purposes only in connection 
with the marketing and advertising of products and services, 
and is not investment research, advice or a recommendation. 
It shall not constitute an offer to sell or the solicitation to 
buy any investment nor shall any offer of products or services 
be made to any person in any jurisdiction where unlawful or 
unauthorized. Any opinions, estimates, or forecasts expressed 
are the current views of the author(s) at the time of publication 
and are subject to change without notice. The research taken 
into account in this document may or may not have been used 
for or be consistent with all Aegon AM investment strategies. 
References to securities, asset classes and financial markets 
are included for illustrative purposes only and should not be 
relied upon to assist or inform the making of any investment 
decisions. It has not been prepared in accordance with any 
legal requirements designed to promote the independence of 
investment research, and may have been acted upon by Aegon 
AM and Aegon AM staff for their own purposes. 

The information contained in this material does not take 
into account any investor's investment objectives, particular 
needs, or financial situation. It should not be considered a 
comprehensive statement on any matter and should not 
be relied upon as such. Nothing in this material constitutes 
investment, legal, accounting or tax advice, or a representation 
that any investment or strategy is suitable or appropriate 
to any particular investor. Reliance upon information in this 
material is at the sole discretion of the recipient. Investors 
should consult their investment professional prior to making 
an investment decision. Aegon AM is under no obligation, 
expressed or implied, to update the information contained 
herein. Neither Aegon AM nor any of its affiliated entities 
are undertaking to provide impartial investment advice 
or give advice in a fiduciary capacity for purposes of any 
applicable US federal or state law or regulation. By receiving 
this communication, you agree with the intended purpose 
described above. 

Past performance is not a guide to future performance. All 
investments contain risk and may lose value. This document 
contains "forward-looking statements" which are based on 

Aegon AM's beliefs, as well as on a number of assumptions 
concerning future events, based on information currently 
available. These statements involve certain risks, uncertainties 
and assumptions which are difficult to predict. Consequently, 
such statements cannot be guarantees of future performance, 
and actual outcomes and returns may differ materially from 
statements set forth herein. 

The following Aegon affiliates are collectively referred to 
herein as Aegon Asset Management: Aegon USA Investment 
Management, LLC (Aegon AM US), Aegon USA Realty 
Advisors, LLC (Aegon RA), Aegon Asset Management UK plc 
(Aegon AM UK), and Aegon Investment Management B.V. 
(Aegon AM NL). Each of these Aegon Asset Management 
entities is a wholly owned subsidiary of Aegon N.V. In addition, 
Aegon Private Fund Management (Shanghai) Co., a partially 
owned affiliate, may also conduct certain business activities 
under the Aegon Asset Management brand. 

Aegon AM UK is authorised and regulated by the Financial 
Conduct Authority (FRN: 144267) and is additionally a 
registered investment adviser with the United States (US) 
Securities and Exchange Commission (SEC). Aegon AM 
US and Aegon RA are both US SEC registered investment 
advisers. Aegon AM US is also registered as a Commodity 
Trading Advisor (CTA) with the Commodity Figures Trading 
Commission (CFTC) and is a member of the National 
Futures Association (NFA). Aegon AM NL is registered with 
the Netherlands Authority for the Financial Markets as a 
licensed fund management company and on the basis of 
its fund management license is also authorized to provide 
individual portfolio management and advisory services in 
certain jurisdictions. Aegon AM NL has also entered into a 
participating affiliate arrangement with Aegon AM US. Aegon 
Private Fund Management (Shanghai) Co., Ltd is regulated by 
the China Securities Regulatory Commission (CSRC) and the 
Asset Management Association of China (AMAC) for Qualified 
Investors only; ©2022 Aegon Asset Management or its 
affiliates. All rights reserved. 
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