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U.S. Credit -1.09% 909282

Single A Bonds -1.79% 707470

BBB Bonds -0.45% 125124108

1-3 Year Credit 0.01% 363033

7-10 Year Credit -2.11% 989688

Long Credit -1.22% 139141123

Bank Loans 4.90% 461486440

B Loans 4.53% 470469444

BB Loans 2.51% 262305303

Loans priced over $90 4.27% 368422417

Loans priced up to and Including $90 17.21% 127012581340

Issues over $1 billion 4.04% 379414395

Issues $201 million to $300 million 8.80% 685755638

High Yield 4.36% 336360287

BB Bonds 3.69% 182264202

CCC Bonds 7.78% 869658529

Intermediate High-Yield Bonds 4.09% 333363289

Long High-Yield Bonds 7.88% 397329254

Very Liquid High-Yield Bonds 3.61% 319340313
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Bank of America on third quarter earnings to date: “By now about half of U.S. investment-grade issuers have released third-quarter 

results. Earnings so far came in 12% above expectations at the start of the season, while the sales surprise was 2.2%. While above 

average, both were the lowest in six quarters and down from the peak levels of 21% and 5%, respectively, in second quarter of 2021, 

likely reflecting the impact from the Delta COVID-19 variant and supply bottlenecks. Based on actual results when available and the 

latest bottom-up consensus estimates otherwise, we are currently tracking third-quarter earnings growth of 32.9% year-over-year on 

a 13.8% year-over-year revenue growth. Finally, third-quarter results have been the strongest for the more global companies, with 

over half of sales coming from outside the U.S.”
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Highlights From October

From J.P. Morgan: “High-yield bond default rate experienced further declines in October. Including distressed exchanges, the U.S. high-

yield bond default rate decreased 56 basis points month-over-month to 0.44% and are down 632 basis points year-to-date.”

According to Bank of America , “High-yield issuance has broken many historical records this year. Whether you look at absolute volume 

(on track to $500 billion) or percentage-of-index (40% in March), gross or net ($152 billion), the amount of new duration (averaging 7.8 

years), or credit quality (averaging B/BB), all these figures are new records in their respective categories.

“We expect upgrades to continue to outpace downgrades next year given a continued supportive economic backdrop. In that context, 

we expect $20-$30 billion of fallen angels and $90-100 billion of rising stars in 2022,” according to Barclays.

From Bank of America: “In terms of the risk profile of high-yield new issues, we continue to see record maturity extension with an 

average new bond coming in at 7.5 years to maturity. As a result, the weighted average duration of the high-yield index has now 

extended by almost two years since late 2019.”

According to J.P. Morgan, “Given rapidly improving credit fundamentals, few distressed candidates, and wide-open access to capital 

markets, we are making a modest downward revision to our 2022 high-yield bond and loan default rate forecasts to 0.75% apiece 

(from 1.25%). For reference, the long-term average default rates for bonds and loans is 3.6% and 3.1%, respectively.”

Morgan Stanley on year-to-date issuance: “Private equity-sponsored activity (leverage buyouts and secondary transactions) accounts 

for 42% ($785 billion). Leveraged loan volume to fund sponsor dividends has reached $60 billion, accounting for about 12% of total 

institutional loan issuance as of end-September. Despite the uptick in dividend recaps, historical issuance data does not suggest that 

loan covenants have loosened to an extent that sponsors are re-leveraging target companies any sooner than usual.”
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Per Credit Suisse, the U.S. leveraged-loan default rate dropped to a near-record low of 0.20% in October.

High Yield Corporates 
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For more insights from Pacific Funds,

visit PacificFunds.com
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