
 

 
 
European High Yield – this cycle is different 

The theme is this cycle is proving more elongated than what we have seen in prior classic business and 

economic cycles. These underlying rhythms haven’t gone away but they have been muted and distorted through 

the policies of central bankers. Understanding the outlook for the credit cycle in this context and the strategy used 

within a High Yield portfolio is key to achieving a solid outcome. 

The structure of the market and the risks within it have changed considerably over the past five years.  Today, we 
believe government bonds are more risky than high yield and that credit spreads over-compensate for the risk of 
defaults. One must however, remain highly selective within the asset class; simply allocating to a High Yield fund 
because it’s in the sector, could easily lead to a sub optimal outcome.  In the context of an unusual credit cycle 
that we anticipate will persist for years, we think our strategy offers the optimum balance of a high level of 
income, combined with a relatively low level of risk. 
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