
In Samuel Beckett’s 1953 tragicomic masterpiece Waiting 
for Godot, the two protagonists of the play are waiting 
for a mysterious figure to arrive, who never does.  The 
more they wait, the harder it becomes to leave (despite 
the immense frustration), just in case the titular Godot 
actually does appear and provide the salvation they seek.  
What does this mean for high yield credit?

Well, there are some parallels between Beckett’s Theatre of the Absurd tour de 
force and the current investor mindset when it comes to considering global high 
yield bonds.  Waiting has been the one consistent theme amongst investors over 
the past year.  As shown below, the asset class has attractive yield potential, but 
spreads are still tight, so most investors are waiting for a better entry point.

Exhibit 1: Elevated yields, tight spreads

Source: Bloomberg, ICE BofA. Reflects the daily yield to worst and option-adjusted spread for the ICE BofA Global 
High Yield (HW0C) index from 30 September 2014 – 24 October 2024.

Spreads should reflect credit risk, and if they do not provide an adequate 
premium given the waning economic outlook then it is prudent to be cautious.  
The problem is that tight spreads could hang around, particularly when there 
is a heavily positive technical underpinning the market with demand for high 
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yield bonds outpacing supply (as is the case currently). And in the absence of a clear 
catalyst for spread widening, there are no guarantees that a better entry point is just 
around the corner.

So we are where we are, but what is the best way to approach this conundrum? 

We think high yield offers investors plenty of opportunities currently. Firstly, the starting 
yield in global high yield has historically been a reliable indicator of the 5-year forward 
annualised return1. As shown below, this has held true in both wide and tight spread 
environments. With a yield to worst (YTW) around 7% available on the broad market 
(ICE BofA Global High Yield Constrained Index), there is still plenty of future return 
generation potential.

Exhibit 2: High yield index starting yields and five-year returns 
ICE BofA Global High Yield Index monthly YTW and forward five-year index returns

As of 31 December 2023. Source: Aegon AM, Bloomberg, ICE BofA. The chart is based on monthly ICE BofA Global High 
Yield (HW00) index data and includes the index YTW and forward five-year annualized return in local currency. Past 
performance is not indicative of future results. For illustrative purposes only. Indices do not reflect the performance of an 
actual investment. It is not possible to invest directly in an index, which also does not take into account trading commissions 
and costs. Statements concerning financial market trends are based on current market conditions which will fluctuate. All 
investments contain risk and may lose value.

Secondly, investors are well supported by a defensive breakeven (yield divided by 
duration) on the asset class that can help protect total returns in the event of spread 
widening. In addition, investors today can potentially access higher coupon rates and 
receive high income, while others sit on the sidelines waiting for wider spreads. Lastly,  
an active, high-conviction approach to this asset class can help uncover enhanced 
returns over the index, in all types of market environment.

To conclude on the topic of timing, we can only take the aforementioned literary 
allegory so far.  In the world of high yield, a period of weakness will inevitably show up 
sooner or later (unlike the eponymous Godot) and we would welcome this as a healthy 
development for the market, all things considered.  After all, market volatility creates 
compelling opportunities for active managers. Whilst passing the time however, we 
contend it is better to be paid to get in the game, rather than sit on the sidelines.  That 
elusive, sustained market sell-off with wider spread entry points will eventually come 
soon – won’t it?

In the world 
of high yield, 
a period of 
weakness will 
inevitably show 
up sooner or 
later and we 
would welcome 
this as a healthy 
development 
for the market...
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1There is no guarantee any investment 
will work under all market conditions 
or is suitable for all investors. Each 
investor should evaluate their ability 
to invest over the long-term, especially 
during periods of increased market 
volatility.



3

Disclosures

3aegonam.com
linkedin.com/company/aegonam

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

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 Asset Management is 
under no obligation, expressed or implied, to update 
the information contained herein. Neither Aegon 
Asset Management 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.

Results for  certain charts and graphs are included for 
illustrative purposes only and should not be relied on for 
investment decisions. 

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.

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 Ltd.

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 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. 

The content has not been reviewed or endorsed by any 
regulatory authority in China.

In Taiwan, neither Aegon AM nor any of its affiliates are 
registered and may not sell, issue, or offer any products 
or services while in Taiwan. Marketing is intended for 
Professional Institutional investors only and the contents 
have not been reviewed or endorsed by any regulatory 
authority in Taiwan. The content contained is for 
information purpose only. Taiwan residents are advised to 
exercise caution in relation to the proposal. If you are in 
any doubt about any of the contents of this marketing, you 
should obtain independent professional advice.

©2024 Aegon Asset Management or its affiliates. All 
rights reserved.

Adtrax: 7249967.1.    
Expiry date: 31 October 2025

http://aegonam.com
http://linkedin.com/company/aegonam

