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Opportunities in High Yield
A good yield is hard to find
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Yield Comparisons
Monthly, 15 Years Ended 6/30/20

Share of J.P. Morgan U.S. High Yield Index Rated BB or Higher
20 Years Ended 6/30/20

S&P 500 Forward Dividend Yield
10-Year German Bund Yield to Maturity
10-Year U.S. Treasury Yield to Maturity (YTM)

-1
0
1
2
3
4
5
6

2020201520102005
25

30

35

40

45

50

2020
2018

2016
2014

2012
2010

2008
2006

2004
2002

2000

1.93

0.65

-0.48J.P. Morgan U.S. High Yield 
Index YTM as of 6/30/20: 7.68%

Past performance is not a reliable indicator of future performance.
Sources: J.P. Morgan and Standard & Poor’s (see Additional Disclosures). T. Rowe Price analysis using data from FactSet Research Systems Inc. All rights reserved. 

Recently, equity markets have moved sideways, and until a 
widely distributed vaccine for the coronavirus is available, 
we believe that the U.S. faces a slow economic recovery. In 
this environment, investors seeking consistent yield in their 
portfolios may want to consider high yield bonds.

As outlined in the yield comparisons chart below, yield has 
become scarce in recent months. Government bond yields 
have plunged as interest rates have remained extremely low, 
and stocks also have offered relatively meager dividend yields—
with many companies forced to suspend dividend payments 

due to uncertainty. High yield bonds, on the other hand, may 
offer investors compelling yields in our view.

It is important to note that the potential to earn higher yields 
comes with higher risk. The sharp decline in economic activity 
means the probability of default is higher than normal. Several 
high yield issuers have already experienced downgrades. 
However, we believe that there are reasons for optimism.

Although oil prices are still below pre-crisis levels, the rebound 
since April has benefited high yield bonds, given that the energy 
sector represents a substantial portion of the market. The gradual 
reopening of global economies and drastic production cuts have 
sharply improved the supply/demand dynamics of the oil market, 
which could be supportive near term. Further, the overall quality 
of high yield issuers has improved meaningfully over the past two 
decades, as the number of issues rated BB or better—one notch 
below investment grade—has notably increased. 

Despite the risk of default, some companies will be able to 
manage through the economic crisis better than others. With 
strong security selection, active managers could help mitigate 
potential risks and offer additional value for high yield investors.

KEY INSIGHTS
■■ In an uncertain environment with low interest rates, stock 

dividends are sparse and bond yields have plunged. 

■■ High yield bonds—supported by the rebound in oil prices 
and marked improvement in the quality of issuers—could 
offer compelling yields in our view. 

Tim Murray, CFA
Capital Markets Strategist,  
Multi-Asset Division 
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Additional Disclosure
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 © 2020, J.P. Morgan Chase & Co. All rights reserved.

Copyright © 2020, S&P Global Market Intelligence (and its affiliates, as applicable). Reproduction of any information, data or material, including ratings (“Content”) 
in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee 
the accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs, expenses, 
legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any use of the Content. A reference to a particular investment or 
security, a rating or any observation concerning an investment that is part of the Content is not a recommendation to buy, sell or hold such investment or security, 
does not address the suitability of an investment or security and should not be relied on as investment advice. Credit ratings are statements of opinions and are not 
statements of fact.

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.

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. 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 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. 

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.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Ltd., No. 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.

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

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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T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 


