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Issuance in the European High Yield primary bond market has sprung back to life this month. This could help to 

temper the strong technical factors that dominated the market over the summer.  

Since late June, expectations that major central banks will stay accommodative for longer, and possibly even 

ease monetary policy further, have fueled a global search for yield. This has driven inflows into the asset class at 

a time when there was very little new bond issuance, which is typical of the summer months. As a result, spreads 

have tightened significantly and yields have compressed. The triple-C rated segment of the market, which 

tightened almost 300 basis points in August, illustrates this point. If the recent pick-up in issuance activity had not 

occurred to dampen these technical factors, valuations could have begun to get stretched. Given this, the activity 

so far this month has been encouraging.     

A flurry of new bond deals have been brought to the market. Supply has been met with robust demand and 

several deals have been upsized. In contrast to the first half of the year, when double B-rated issuers dominated 

supply, so far in September new issuance has come from across the ratings spectrum. Even a bout of volatility in 

broader financial markets has failed to derail supply.   

From our perspective, new issues present potential opportunities. But credit intensive research is required to 

identify the successful stories and, just as importantly, the companies to be avoided. Our dedicated analysts 

conduct their own bottom-up research, looking at a range of factors including a company’s cash flow and 

management structure. The issuer’s maturity and liquidity profile are also evaluated, alongside its full capital 

structure. We also meet with company management teams to carry out further due diligence. All of these areas 

are analysed in order to get a full picture of a company and the potential risks/rewards involved from investing.  



 
For investment professionals only. Not for further distribution. 

Important Information 

This material, including any statements, information, data and content contained within it and any materials, information, images, links, 
graphics or recording provided in conjunction with this material are being furnished by T. Rowe Price for general informational purposes only. 
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. Under no circumstances 
should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price. The material does not constitute a 
distribution, an offer, an invitation, recommendation or solicitation to sell or buy any securities in any jurisdiction. The material has not been 
reviewed by any regulatory authority in any jurisdiction. The material does not constitute advice of any nature and prospective investors are 
recommended to seek independent legal, financial and tax advice before making any investment decision. 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 views contained herein are as of the date of publication and may have changed since that time. Unless indicated otherwise the source of 
all market data is BofA Merrill Lynch.  

DIFC – Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This document 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 – Unless indicated otherwise 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.  

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

Investors only. 

T. ROWE PRICE, INVEST WITH CONFIDENCE and the Bighorn Sheep design are, collectively and/or apart, trademarks or registered 

trademarks of T. Rowe Price Group, Inc. in the United States, European Union, and other countries. This material is intended for use only in 

select countries.  

2016-GL-4653 

 


