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T. ROWE PRICE INSIGHTS
ON GLOBAL FIXED INCOME

KEY INSIGHTS
■■ ESG factors are incorporated into the research process, serving as an important 

input into decision‑making.

■■ The growing importance of ESG in Europe is having a trickle‑down effect 
on companies.

■■ Seeing a greater awareness of ESG among high yield companies, the trend is 
on an improving trajectory.

ESG Deepens Insights in 
European High Yield
How integrating ESG adds a valuable dimension to our 
investment process.

How do you think of ESG factors 
within your investment process?

Bottom‑up research is at the heart of 
our approach, so to a certain extent, we 
have always incorporated environmental, 
social, and governance (ESG) factors 
into our investment process. The area 
of governance is particularly important 
to sub‑investment‑grade companies as 
they tend to be younger with less of a 
track record. They often have higher 
debt ratios and more complex capital 
structures than investment‑grade 
companies. That’s why in‑depth, 
integrated research is so important 
because it is vital to understand 
when ESG issues could have a 
material impact on our investment 
case. Our analysts consider a range 
of ESG factors, including supply chain 
sourcing, health and safety records, and 
accounting standards. Additionally, they 
collaborate closely with our dedicated 
ESG specialists to ensure all material 
factors are considered as part of our 

decision‑making. This dual approach 
really helps us to identify ESG risks, as 
well as gauge the potential impact of 
these on the company in the future. 
Ultimately, we are looking for long‑term, 
improving stories, so if there is a trend of 
positive ESG progression, this is usually 
a good sign.

How important are ESG factors 
within Europe?

ESG has been growing in importance 
for some time in Europe and not just 
from an investor perspective. Authorities 
are taking significant steps, particularly 
with regard to the environment. The 
European Commission, for example, 
have unveiled a “Green Deal for Europe,” 
setting out a range of environmental 
initiatives and targets aimed at making 
Europe the first carbon‑neutral continent 
by 2050. Other significant developments 
include the head of the European Central 
Bank, Christine Lagarde, stating that 
tackling climate change is a “mission 
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critical” priority for the bank and will 
form part of the strategic review into its 
monetary policy toolkit. There are also 
government‑led efforts across Europe 
aimed at improving diversity on company 
boards. All these developments underline 
how important ESG has become in the 
region, and they are having a trickle‑down 
effect on companies.

What are the ESG trends to watch in 
high yield credit?

When it comes to ESG considerations, 
high yield credit starts from a lower 
base than other major asset classes. 
That is because high yield companies 
are typically younger with shorter track 
records and less reporting history 
than investment‑grade companies. 
This usually leaves more space for 
improvement and active engagement. 
It is also important to remember that 
a higher proportion of high yield 
companies are owned by private‑equity 
firms. These typically have fewer 
reporting and disclosure requirements 
than their publicly listed counterparts. 
Nevertheless, we are seeing a greater 
awareness of ESG among high yield 
companies. The trend is certainly on 
an improving trajectory, even if the 
pace might be a little slower than other 
sectors, such as investment grade.

What is an example of ESG 
factors directly influencing your 
investment decision?

A good example of this is in 
relation to a North America‑based 

pharmaceutical company that 
develops and manufactures a range 
of pharmaceutical and medical 
device products. In 2018, with a 
new management team in place, the 
company underwent a name change, 
underlining a shift in its business 
strategy. Under the former CEO, the 
company pursued an aggressive 
growth strategy, favoring buying 
established drug firms over investing in 
its own research and development. In 
2015, however, serious concerns were 
raised about the company’s social and 
governance standards, including its 
practice of buying established drugs 
and significantly raising the prices. 
Close ties with a specialty online 
pharmacy company, where executives 
were convicted of large‑scale 
fraud, also damaged the company’s 
reputation with investors, causing its 
share price to fall sharply. To address 
and move on from these controversies, 
the company made sweeping changes, 
including bringing in a new CEO 
and CFO. A number of businesses 
were sold as the company prioritized 
reducing its large debt burden, pricing 
practices were changed, and the 
company began to focus on its own 
research and development once more. 
These changes, and our meetings with 
the new management team, gave us 
confidence that governance standards 
were clearly on an improving trend. 
A marked improvement in overall 
transparency seemed to confirm this 
positive trend, adding to our conviction 
in the company.

When it 
comes to ESG 
considerations, high 
yield credit starts 
from a lower base 
than other major 
asset classes....
This usually leaves 
more space for 
improvement and 
active engagement.
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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 upon request only. The strategy and/or any products associated 
with the strategy 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.

China—This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one-on-one basis. No invitation to offer, or offer for, or sale 
of, the shares will be made in the People’s Republic of China (“PRC”) (which, for such purpose, does not include the Hong Kong or Macau Special Administrative Regions or 
Taiwan) or by any means that would be deemed public under the laws of the PRC. 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 PRC. The strategy and/or any product associated with the 
strategy may only be offered or sold to investors in the PRC that are expressly authorized under the laws and regulations of the PRC to buy and sell securities denominated 
in a currency other than the Renminbi (or RMB), which is the official currency of the PRC. Potential investors who are resident in the PRC are responsible for obtaining the 
required approvals from all relevant government authorities in the PRC, 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 PRC, or nationals with permanent residence in the PRC, or to any 
corporation, partnership, or other entity incorporated or established in the PRC.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behalf of T. Rowe Price International Ltd. by its 
representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients only.

EEA ex-UK—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L-1724 
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 upon specific and unsolicited request and may not be reproduced in whole or in part nor can they be 
transmitted to any other person in the Republic of Korea.

Malaysia—This material can only be delivered to specific institutional investor upon specific and unsolicited request. The strategy and/or any products associated with the 
strategy has not been authorised for distribution in Malaysia. 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, 
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T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 


