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Global High Yield—Managing
Through Volatile Markets

Fundamental research is imperative as macro

headwinds rise.

KEY INSIGHTS

= Prices often become dislocated from fundamentals in volatile markets, which
creates potential attractive entry points for investors.

= However, the macro backdrop is more challenging, so fundamental research and a
risk-aware approach are imperative as defaults could peak over the next few quarters.

= We favor European high yield over the U.S. and see attractive value opportunities
in European cable and services companies.
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alue is back in high yield, but

rising macro headwinds are

causing significant volatility in
the asset class. To navigate this more
challenging environment, it's more
important than ever to follow a disciplined
and risk-aware investment process that
emphasizes rigorous research. Why?
Because it’s not just about picking
potential winning companies; avoiding
losers is just as important, particularly in
the current climate where defaults could
pick up over the next few quarters due to
the slowdown in growth.

Volatile Markets Demand
Far-Reaching Insights

Credit-intensive research is essential to
fully understand a company and the
potential risks and rewards involved
with investing. This is at the heart of our
approach, with a global team of more
than 20 dedicated high yield analysts
specialized by industry, region, and
sector. This gives each analyst the
in-depth credit and structure analysis

skills that are needed to accurately
assess the optimal risk/return trade-off.
In addition, our analysts also leverage
and collaborate with investment-grade;
sovereign; equity; and environmental,
social, and governance (ESG) analyst
teams, which allows for a holistic

credit assessment of a company. This
cross-team effort combined with skilled
active management helps inform
decision-making and prudent risk
management, which we believe leads to
better long-term results.

As part of our process, analysts routinely
stress test companies in order to
develop a deep understanding of how
companies might perform in a range of
different market environments. Default
scenarios are also constructed to identify
the catalysts that could potentially trigger
a credit event, as well as the likely effects
thereafter. We conduct scenario analysis
on an ongoing basis in order to identify
both risks and opportunities to each
individual security.

Mike Della Vedova

Co-portfolio Manager,
Global High Income Bond Strategy

4
Stephen Marsh
Portfolio Specialist

Credit-intensive
research is
essential to fully
understand a
company and the
potential risks and
rewards involved
with investing.

— Mike Della Vedova
Co-portfolio Manager,
Global High Income Bond Strategy
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Global High Yield Investment Philosophy
(Fig. 1) Research at the heart of our approach

DISCIPLINED PROCESS

Seasoned and consistent investment
process shared across the entire
leverage finance platform

RISK MANAGEMENT

Adherence to strict risk
management practices

HIGHEST-CONVICTION IDEAS

Concentrated portfolio
of highest-conviction ideas
(150-200 issuers)

ESG INTEGRATION

Integration of ESG into credit
analysis and portfolio construction

GLOBAL RESEARCH PLATFORM

Integrated global platform harnessing
the best regional ideas from a broad
opportunity set and positioned to

DEEP EXPERIENCE exploit market inefficiencies

Expertise to invest across the
entire capital structure

As of September 30, 2022.
Source: T. Rowe Price.

..Europe’s market
Is younger and
less mature than
the U.S., meaning
it potentially offers
more opportunities
for price and
information
discovery....

— Stephen Marsh
Portfolio Specialist

This year, our analysts have been
undertaking deep assessments of how
companies in their coverage area might
be impacted by slower growth and an
environment of higher interest rates and
inflation. For example, will the company
be able to pass potential increased input
costs onto their customers? Could their
margins be impacted? And, if so, what
does that mean for future revenues and
cash flow generation? Often, some of
the impacts come with a lag, so it’s not
just about evaluating what the conditions
mean for a company now, but also how
they might fare in 2023 and beyond.

In the current climate of heightened
volatility, it’s important to stick to our
stringent investment process that
prioritizes fundamental research. This
should not only enable us to potentially
uncover great opportunities where
prices have become dislocated from
fundamentals, but also help us to avoid

companies that might not survive the
more challenging macro conditions.

Regional Views: Favor Europe Over
the U.S.

Looking into areas where we are

finding the best opportunities at

present, we believe that Europe offers
value despite its potential recessionary
outlook—although selectivity is more
important than ever. While we accept that
Europe’s economy could suffer a deeper
slowdown than its peers, the European
high yield market should benefit from
having less exposure than the U.S. to
cyclical markets, such as commodities.
Europe also has higher credit quality than
the U.S., with more companies rated BB
(70.7% in Europe versus 52.3% in the
U.S.) and fewer companies rated CCC
and below (5.5% in Europe versus 11.1%
in the U.S.)." Furthermore, Europe’s
market is younger and less mature

than the U.S., meaning it potentially

" Data as of September 30, 2022. Sources: European High Yield represented by the ICE BofA European Currency High Yield Const. ex Sub, and Fin
Index. U.S. high yield represented by the J.P. Morgan Domestic High Yield Index. (See Additional Disclosures.)
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Analyst Spotlight

Introducing Jonathan Moore

Company Example: Verisure, a defensive security business operating in the
European residential household and small business monitored alarm market.

Thesis: We see potential for organic growth in the European market, given still-
low penetration rates compared with the U.S. Furthermore, the service is often
considered nondiscretionary by customers, which leads to low churn/attrition
rates and long average lifetimes. Although leverage is high, which is typical for
asset-life service businesses, cash generation is reliable, in our view, before new
customer acquisition costs, even in an economic downturn.

Jonathan Moore
Analyst

= 23 years of investment
experience

= 6 years with T. Rowe Price

The specific security identified and described is provided for informational purposes only, does not represent a recommendation, and does not represent all of the
securities purchased or sold for advisory clients. No assumptions should be made that investments in the security identified and discussed was or will be profitable.

offers more opportunities for price and
information discovery, which we can
potentially take advantage of with our
research and active management.

Sector Picks: European Cable and
Integrated Telecom Operators

Digging down further into sectors,

we see value in European cable and
integrated telecom operators. This
industry is supported by long-term
trends in media consumption and stable,
recurring revenue business models,
which is important at a time when
growth is slowing. We are also finding
some value in the services sector. This
is a large and highly diverse sector with
lots of potential interesting opportunities
on offer, but with rising prices,
fundamental research is imperative.

The foundation of our investment
philosophy is the detailed understanding
of the companies being considered. We
seek to invest in companies that have
strong and improving credit profiles
within their industries. Equally important
are the companies to be avoided. Our
focus seeks to identify and avoid weak
companies that are either run by poor
management teams or contain situations
that create an elevated expectation of
default. The current climate of heightened
volatility and macro headwinds offers
potentially high rewards but also risks.
Security selection is imperative, and key
to that is fundamental research and a
risk-aware approach.

Additional Disclosures

ICE Data Indices, LLC (“ICE DATA”), is used with permission. ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD-PARTY SUPPLIERS DISCLAIM ANY
AND ALL WARRANTIES AND REPRESENTATIONS, EXPRESS AND/OR IMPLIED, INCLUDING ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE, INCLUDING THE INDICES, INDEX DATA AND ANY DATA INCLUDED IN, RELATED TO, OR DERIVED THEREFROM.
NEITHER ICE DATA, ITS AFFILIATES NOR THEIR RESPECTIVE THIRD-PARTY SUPPLIERS SHALL BE SUBJECT TO ANY DAMAGES OR LIABILITY WITH
RESPECT TO THE ADEQUACY, ACCURACY, TIMELINESS OR COMPLETENESS OF THE INDICES OR THE INDEX DATA OR ANY COMPONENT THEREOF,
AND THE INDICES AND INDEX DATA AND ALL COMPONENTS THEREOF ARE PROVIDED ON AN “AS IS” BASIS AND YOUR USE IS AT YOUR OWN RISK.
ICE DATA, ITS AFFILIATES AND THEIR RESPECTIVE THIRD-PARTY SUPPLIERS DO NOT SPONSOR, ENDORSE, OR RECOMMEND T. ROWE PRICE OR
ANY OF ITS PRODUCTS OR SERVICES.

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The index is used with
permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright © 2022, J.P. Morgan Chase & Co.
All rights reserved.
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T. Rowe Price focuses on delivering investment management
excellence that investors can rely on—now and over the long term.

T.RowePrice’

Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature,
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income
from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon
specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B,
Sydney, NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products associated with the
strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as
defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority as a Representative
Office. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L1724 Luxembourg
which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to
members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.

Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the mainland of the People’s Republic
of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed public under the laws of
the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved by the China Securities Regulatory Commission

or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the strategy may only be offered or sold to investors in the
Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and sell securities denominated in a currency other than the Renminbi
(or RMB), which is the official currency of the Mainland China. Potential investors who are resident in the Mainland China are responsible for obtaining the required approvals
from all relevant government authorities in the Mainland China, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the shares. This
document further does not constitute any securities or investment advice to citizens of the Mainland China, or nationals with permanent residence in the Mainland China, or to any
corporation, partnership, or other entity incorporated or established in the Mainland China.

Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes only. This material does
not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with
a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering
for subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer,
solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place,

Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New
Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no
contravention of the Financial Markets Conduct Act 2013.

Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN REGISTERED WITH
THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY
SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore
Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

South Africa—Issued in South Africa by T. Rowe Price International Ltd (TRPIL), 60 Queen Victoria Street, London, EC4N 4TZ, is an authorised financial services provider under
the Financial Advisory and Intermediary Services Act, 2002 (Financial Services Provider (FSP) Licence Number 31935), authorised to provide “intermediary services” to South
African Investors. TRPILs Complaint Handling Procedures are available to clients upon request. The Financial Advisory and Intermediary Services Act Ombud in South Africa
deals with complaints from clients against FSPs in relation to the specific services rendered by FSPs. The contact details are noted below: Telephone: +27 12 762 5000, Web:
www.faisombud.co.za, Email: info@faisombud.co.za

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any
other product or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand.
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in
Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to
any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK
Financial Conduct Authority. For Professional Clients only.

USA-—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange Commission.
For Institutional Investors only.
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