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Breadth and Depth in Every Major Global Fixed Income Sector

1 The total fixed income assets managed by T. Rowe Price Associates, Inc. and its investment advisory affiliates. Total fixed income assets include all fixed income separate accounts and funds along with a portion of certain T. Rowe Price U.S.-registered multi-
asset funds. 
2 Research & Analysis includes credit analysts, associate analysts, and quantitative research analysts. Trading includes traders and trading analysts. Portfolio management includes portfolio managers, and associate portfolio managers. Counts do not include 
Fixed Income associates who support Fixed Income investments (Portfolio Specialists, Management, and Economists). Count, additionally, does not include associates with Stable Value Analyst role. 
3 Includes portfolio specialists, economists and stable value analyst, and does not include trading analysts. Head of International Fixed Income Trading included in both Global Investment Grade and Global High Yield counts due to dual trading coverage. 
Staff figures include associates who joined the firm through a fund acquisition in May 2017 and whose trading and research in our Philadelphia office remains fully separate and distinct from T. Rowe Price's existing High Yield platform. 
Numbers may not total due to rounding. 

As of June 30, 2018

226.5 BILLION USD IN FIXED INCOME AUM1

Investment Grade Credit
42.3B USD

Securitized
34.8B USD

Cash/Stable Value
29.3B USD

Municipal
27.5B USD

Developed Sovereign
40.1B USD

High Yield/
Bank Loans

28.1B USD

Emerging Markets
24.3B USD

DEDICATED TEAMS ACROSS MAJOR SECTORS AND MARKETS

Our dedicated teams ensure that every investment decision is made by experts who are 
completely immersed in every aspect of their sector. Along with our broad knowledge of global 
markets, this focused expertise helps uncover opportunities that other companies might miss.

TOTAL NUMBER OF FIXED INCOME INVESTMENT ASSOCIATES2

75
RESEARCH & ANALYSIS

44
TRADING

48
PORTFOLIO MANAGEMENT

DEDICATED GLOBAL FIXED INCOME TEAMS3

24
EMERGING MARKETS

24
GLOBAL INVESTMENT GRADE

53
GLOBAL AND U.S. MULTI-SECTOR

35
GLOBAL HIGH YIELD

18
MUNICIPAL

12
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High Yield: Risk and Return
As of September 30, 2018

Past performance cannot guarantee future results.
Source: J.P. Morgan, Bloomberg Barclays, FTSE, S&P and T. Rowe Price 
Annual returns represented by the J.P Morgan Leveraged Loan Index and J.P. Morgan Global High Yield Index

Risk and Return
10 Years as of September 30, 2018

JPMorgan Global High Yield IndexJPMorgan Institutional High Yield 
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High Yield Spreads Remain Well Below Average
As of September 30, 2018

Past performance cannot guarantee future results.
Source: J.P. Morgan, Bloomberg Barclays, Citigroup, S&P and T. Rowe Price 
Annual returns represented by the J.P Morgan Leveraged Loan Index and J.P. Morgan Global High Yield Index
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High Yield Spreads Remain Range Bound and Well Below Average
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As of September 30, 2018

Source: Bloomberg

Treasury Yields Gradually Ascended in Late 2017 Before 
Spiking in Early 2018

Confluence of Factors 
Propelled Yields Higher:

 Firmer inflation expectations 
and wage data

 Synchronized global growth

 Fed more committed to policy 
tightening path

 Concerns about impact of 
ECB/BoJ QE tapering

 Late-cycle fiscal stimulus from 
tax cuts and budget deal

 Increased Treasury supply, 
reduced global demand
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Rising Rates Led to Weakness for Higher Quality Bonds

As of September 30, 2018

Past performance cannot guarantee future results.
Source: J.P. Morgan Global High Yield Index; J.P. Morgan Leveraged Loan Index

Rating

YTD 2018 
Total 

Return Duration Coupon

BB 0.04% 4.5 Years 5.6%

B 2.73 3.6 7.1

CCC & Below 6.74 3.1 8.4

Global High 
Yield Index 1.65 3.9 6.5

7-May-13
-30 bp

21-Jan-16
289 bps

30-Sep-18
-27 bps

-50 bp

0 bp

50 bp

100 bp

150 bp

200 bp

250 bp

300 bp

Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17

D
iff

er
en

ce
 in

 Y
ie

ld
s

High Yield Bond YTW - Leveraged Loan Yield to 3 yr

Median: 65 bps

Difference in Yields, High Yield Bonds vs. Loans
December 31, 2009 Through September 30, 2018

Higher quality bonds have underperformed in 2018; based on historical spread differentials, 
leveraged loans appear attractive relative to BB bonds 
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LIBOR Tracked Higher
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LIBOR at September-end: 
2.40%

Most LIBOR floors range 
from 75 to 125bps 

As of September 30, 2018

Past performance cannot guarantee future results.
Source: Bloomberg and S&P LCD

3 MONTH LIBOR AND FED FUNDS RATE
December 31, 2016 Through September 30, 2018
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3-Year Treasuries

5-Year Treasuries
10-Year Treasuries

Corporate Bonds

Municipal Bonds*

High Yield Emerging Markets 
Debt

U.S. TIPS

U.S. Mortgage-
Backed Securities

Bank Loans

2-Year Swiss Gov.

5-Year German 
Bund

2-Year German 
Bund

5-Year Swiss Gov.
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Bank Loans: High Conviction in a Low Yield Environment

Past performance cannot guarantee future results
*Taxable-equivalent yield assuming a 43.4% tax rate  
Bank Loans represented by S&P/LSTA Performing Loan Index, Corporate Bonds by the Bloomberg Barclays  U.S. Corporate Investment Grade Index, Municipals Bonds by the Bloomberg Barclays 
Municipal Index, High Yield by the JPMorgan Global High Yield Index, Emerging Markets Debt by the JPMorgan EMBI Global Diversified Index, U.S. TIPS by the Bloomberg Barclays U.S. TIPS Index, U.S. 
Mortgage-Backed Securities by the Bloomberg Barclays U.S. Mortgage-Backed Securities Index
Source: Bloomberg Barclays, JP Morgan Chase & Co., and S&P/LSTA

RISK AND RETURN FOR FIXED INCOME 
SECTORS

STATISTICS ACROSS THE MARKETS

As of September 30, 2018
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Default Rates Expected to Remain Below Long-Term Average

0

2

4

6

8

10

12

Dec-00 Dec-01 Dec-02 Dec-03 Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17

D
ef

au
lt 

R
at

e 
(%

)

Bank Loan
Bank Loan Average Default Rate of 2.97%
High Yield
High Yield Average Default Rate of 3.74%

As of Sep-18
High Yield: 1.81%
Loans: 2.02%

High Yield and Leveraged Loan Default Rates
December 31, 2000 Through September 30, 2018
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As of September 30, 2018

Retail: Amazon Takes Over

Past performance cannot guarantee future results.
Source: J.P. Morgan Domestic High Yield Index, Bloomberg
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Toys "R" Us $400M 7.375% 10/15/2018 Bond Price
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“Invest Dynamically”

Core 
High Yield Bonds 
and Bank Loans

High 
Conviction 
Portfolio

Flexible 
Asset 

Allocation

Utilizes successful and 
tenured high yield and bank 
loan investment team

High conviction portfolio with a 
concentrated and flexible approach
• Issuer count expected range: 100-150
• High Yield Bonds: 50-100%
• Leveraged Loans: 0-50%
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Credit Opportunities: Flexible Asset Allocation

Index: Bloomberg Barclays U.S. High Yield 2% Issuer Capped Index and T. Rowe Price

As of September 30, 2018

Flexible portfolio construction allows for allocations that will fluctuate 
meaningfully based on market conditions and relative value
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Bank Debt Allocation:
May 31, 2015: 8.0%

September 30, 2018: 26.3%
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May 31, 2015: 85.0%

September 30, 2018: 66.5%
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Important Information

This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary investment 
advice, and 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. 

Call 1-800-638-7890 to request a prospectus, which includes investment objectives, risks, fees, expenses, and other information that you should read and consider 
carefully before investing. 

The views contained herein are as of the date noted on the material 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.

All investments are subject to market risk, including the possible loss of principal. The Fund’s investments in bank loans may at times become difficult to value and highly illiquid; they 
are subject to credit risk such as nonpayment of principal or interest, and risks of bankruptcy and insolvency.

Bloomberg Index Services Ltd. Copyright© 2017, Bloomberg Index Services Ltd. Used with permission. 

T. Rowe Price Investment Services, Inc., distributor, T. Rowe Price mutual funds. T. Rowe Price Associates, Inc., investment advisor, T. Rowe Price Separately Managed Accounts. 
T. Rowe Price Investment Services, Inc. and T. Rowe Price Associates, Inc. are affiliated companies.

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. 
© T. Rowe Price. All rights reserved. 



THANK YOU

C1QCVS886
201810-617280

FOR INVESTMENT PROFESSIONALS ONLY.  NOT FOR RETAIL DISTRIBUTION


	Slide Number 1
	Breadth and Depth in Every Major Global Fixed Income Sector
	High Yield: Risk and Return
	High Yield Spreads Remain Well Below Average
	Treasury Yields Gradually Ascended in Late 2017 Before Spiking in Early 2018
	Rising Rates Led to Weakness for Higher Quality Bonds
	LIBOR Tracked Higher
	Bank Loans: High Conviction in a Low Yield Environment
	Default Rates Expected to Remain Below Long-Term Average
	Retail: Amazon Takes Over
	“Invest Dynamically”
	Credit Opportunities: Flexible Asset Allocation
	Important Information
	Slide Number 14

