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A new era of global high yield:
Stronger, larger, and more diverse

From the Field

— Key Insights

today’s markets.

risk-adjusted income and total return.

The high yield market is more global and varied than ever before, creating potential
opportunities for diversification, which is especially important for investors in

With improved credit quality, we believe the asset class is more resilient and better
equipped to navigate more uncertain and volatile markets.

Allocating to global high yield offers investors a potential source of attractive

A gainst a backdrop of global trade
tensions, U.S. policy uncertainty, and
geopolitical risks, investors are seeking
diversification.” With a global high yield
approach, there’s potential to find a wide

range of opportunities across different
countries, sectors, and issuers.

The market has undergone a meaningful
transformation since the global financial crisis
(GFC). We believe the days of double-digit
defaults are over—the asset class is now
larger, more robust, and more diverse than
ever before. In this article, we highlight how
the global high yield market has evolved to
feature a more attractive opportunity set
that can provide investors with a source of
quality risk-adjusted income potential.

A larger more global and diverse
opportunity set

The global high yield bond market is
about six times larger than it was in
2000, and the investable universe has
become much more global and diverse
over the last two decades. At the end of
2000, U.S. issuers made up over 80% of
the market. As of June 30, 2025, this had
dropped to less than 60%, with European
issuers accounting for 22% of the broad
market and emerging market issuers at
around 17%.?

This expansion has led to a more diverse
opportunity set within the asset class,
encompassing various industries,

' Diversification cannot assure a profit or protect against loss in a declining market.
2Source: ICE BofA. Please see Additional Disclosures.
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...the investable

universe has
become much more
global and diverse over
the last two decades.
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(Fig. 1) Market growth by debt outstanding
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The market is represented by ICE BofA Global High Yield Index.

For illustrative purposes only.

Source: ICE BofA. Please see Additional Disclosures.

economic cycles, and legal regimes.

It's an area ripe for active investing.

Two current economic scenarios highlight
the opportunity. Stimulus in Germany
aimed at defense and infrastructure and
broader increase in fiscal expenditures and
investments in Europe should provide a
meaningful boost for European economic
growth in the future. Similarly, emerging
market corporates offer a gateway to a
variety of markets and regions that have
had faster growth, diverse sectors, and
issuers that have often possessed better

credit fundamentals than their developed
market counterparts. Conducting
bottom-up research is vital to uncover
the industries and companies capable

of navigating these changes as they

take hold.

Evolution to a higher credit
quality market

The current high yield market is barely
recognizable from the pre-GFC days.

Using the the ICE BofA Global High Yield
Index as a proxy, the high yield market
has shifted upward considerably in credit
quality. At the end of June 2007, only
41% of the index was rated BB—the
highest sub-investment-grade rating—
today, that figure is around 60% (Fig. 2).
This improvement in credit quality is also
evident at the other end of the credit
spectrum. CCC rated issuers fell from an
average of 15.7% of the index in 2007 to
just 7.9% at the end of June 2025.

High yield markets ratings quality “migrates up”

(Fig. 2) Increase in number of issuers rated BB

Percent
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As of June 30, 2025.

2013 2015 2017

2019 2021 2023 2025

Credit ratings do not remove market risk and are subject to change. The ratings are the average ratings from Moody’s, S&P, and Fitch. A rating of “AAA”
represents the highest credit rating. “BB” is the highest sub-investment grade (high-yield) rating with “B” being lower-rated than “BB”. “CC” and “C”
represent the lowest-rated securities which are not in default. The high yield market is represented by the ICE BofA Global High Yield Index. The date

used for pre-GFC is June 30, 2007.
For illustrative purposes only.

Source: ICE BofA. Please see Additional Disclosures.
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High yield among highest risk-adjusted returns in fixed income
(Fig. 3) 10-year annualized return and sharpe ratios across different bond sectors
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As of June 30, 2025.

Past performance is not a guarantee or a reliable indicator of future results.
Bank Loans: Morningstar LSTA Performing Loan Index; European High Yield: ICE BofA European Currency High Yield Constrained Excluding
Subordinated Financials Index Hedged to USD; U.S. High Yield: ICE BofA US High Yield Index; Emerging Markets High Yield: J.P. Morgan Corporate
Emerging Market Bond Index Broad Diversified High Yield; Emerging Markets Investment Grade: J.P. Morgan Corporate Emerging Market Bond Index
Broad Diversified Investment Grade; Asset-Backed Securities: Bloomberg Asset Backed Securities Index; U.S. Investment Grade: Bloomberg U.S.
Corporate Investment Grade Bond Index; U.S. Treasury Inflation-Protected Securities (TIPS): Bloomberg U.S. TIPS Index; Commercial Mortgage-Backed
Securities (CMBS): Bloomberg CMBS ERISA-Eligible Index; Municipals: Bloomberg Municipal Bond Index; U.S. Aggregate: Bloomberg U.S. Aggregate
Bond Index; Agencies: Bloomberg U.S. Agency Bond Index; Mortgage-Backed Securities (MBS): Bloomberg U.S. Mortgage Backed Securities Index;
U.S. Treasuries: Bloomberg U.S. Treasury Bond Index; Risk Free Rate (for Sharpe Ratio): FTSE 3-Month Treasury Bill.

Sources: ICE BofA, Bloomberg Finance L.P., J.P. Morgan, and Morningstar. Please see Additional Disclosures.

In addition to improved credit quality,
high yield companies overall are larger
and generate higher earnings on average
than prior to the GFC. This provides them
with greater financial flexibility. The rise
in secured bond issuance is another
positive. It suggests higher recovery
rates® because investors can claim on
specific assets or collateral. Taking all
these factors together, the asset class is
in a position of strength to navigate more
uncertain and volatile markets.

Leading risk-adjusted returns

Another important benefit we have
observed over the last decade is the
attractive risk-adjusted returns* global
high yield markets achieved. While
absolute expected return is certainly a
vital consideration when evaluating an
asset class, volatility is also important.
The Sharpe ratio, which measures return
in excess of the risk-free rate per unit of

standard deviation, is a useful metric to
compare risk-adjusted returns across
different sectors. Over the last 10 years,
the three components of the global high
yield market—the U.S., Europe, and
emerging markets—have generated
leading risk-adjusted returns in the fixed
income space as shown in Figure 3.

For investors, this means that
incorporating global high yield bonds
into the mix with other fixed income
investments in a portfolio has the
potential to enhance the overall Sharpe
ratio. A comparison with equity also
tells a compelling story. At current yield
levels, the return potential of the U.S.
high yield market is close to historical
U.S. equity market returns but with a
fraction of the volatility. This makes high
yield an attractive diversifier of an equity
allocation, in our view.

3Recovery rates are the percentage amount that an investor recovers of their principle in the event

of a default.

“Past performance is not a guarantee or a reliable indicator of future results.
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the asset class
is in a position
of strength to navigate
more uncertain and
volatile markets.
- Samy Muaddi, CFA®

Portfolio Manager and
Head of Emerging Markets
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Market realities

At present, some investors are
apprehensive about investing in this space,
especially given tight credit spreads®

and uncertainties around the impacts

of tariffs on economic growth; inflation;
and, ultimately, corporate balance sheets.
Although the default environment is
currently low, the recent rise in liability
management exercises® underscores

the importance of fundamental

research and the careful scrutiny of

legal documentation. (T. Rowe Price.
October 2024 —Looking under the hood at
the rise of liability management exercises.)

A high yield allocation should be
considered strategic and long-term
rather than tactical, making it important
to adopt a longer-term perspective. With
stimulus expected in three of the world’s
largest economies—the U.S., Germany,
and China—global growth should get

a boost over the longer-term horizon

as such measures take time to have an
effect. Ultimately, we believe this will be
supportive for high yield.

Conclusion

The case to consider allocating to

global high yield is compelling, in our

view, especially at a time of heightened

U.S. policy uncertainty. With a global lens,
the investment universe is large, and
there's potential to benefit from exposure to
divergent economic and credit cycles. The
market is much improved in terms of credit
quality and now stands more robust. High
coupons should provide investors with
consistent and meaningful income. This
helps to dampen price volatility, delivering
attractive risk-adjusted returns over time.
Although credit spreads are back to tight
levels, all-in yields remain attractive. And
with current geopolitical crosscurrents, an
active approach that prioritizes bottom-up
research and rigorous risk management

at individual position and overall portfolio
levels is essential.

5Credit spread is the difference in yield between securities with similar maturity but different credit
quality. Widening spreads generally indicate deteriorating creditworthiness of corporate borrowers,
and narrowing spreads indicate improving creditworthiness.

6 Liability management exercises are transactions that can involve exchanging existing debt for new
bonds or loans, raising additional capital, or shifting assets. The goal is to gain time to improve the
company’s finances and avoid expensive bankruptcy proceedings.

A high yield
allocation should
be considered strategic
and long-term
rather than tactical,
making it important
to adopt a longer-term
perspective.

- Mike Della Vedova
Portfolio Manager
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INVEST WITH CONFIDENCE

T. Rowe Price identifies and actively invests in opportunities to help people thrive in an
evolving world, bringing our dynamic perspective and meaningful partnership to clients
so they can feel more confident.

For retail investors, visit https:/www.troweprice.com/en/us/glossary for definitions of financial terms.

Fixed income securities are subject to credit risk, liquidity risk, call risk, and interest rate risk. As interest rates rise, bond prices generally
fall. Investments in high yield bonds involve greater risk of price volatility, illiquidity, and default than higher-rated debt securities.
International investments can be riskier than U.S. investments due to the adverse effects of currency exchange rates, differences in
market structure and liquidity, as well as specific country, regional, and economic developments. These risks are generally greater for
investments in emerging markets.

Additional Disclosures
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

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.

“Bloomberg®” and the Bloomberg Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited
(“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by T. Rowe Price. Bloomberg is
not affiliated with T. Rowe Price, and Bloomberg does not approve, endorse, review, or recommend this Product. Bloomberg does not guarantee the
timeliness, accurateness, or completeness of any data or information relating to this product.

Source for J.P. Morgan Chase: 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 © 2025, J.P. Morgan Chase & Co. All rights reserved.

Important Information
Outside of the United States, this is intended for investment professional use only. Not for further distribution.

This material is being furnished for informational and/or marketing purposes only and does not constitute an offer, recommendation, advice, or
solicitation to sell or buy any security.

Prospective investors should 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 guarantee or a reliable indicator of future results. All investments involve risk, including possible loss of principal.
Information presented has been obtained from sources believed to be reliable, however, we cannot guarantee the accuracy or completeness. The
views contained herein are those of the author(s), are as of July 2025, are subject to change, and may differ from the views 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.

All charts and tables are shown for illustrative purposes only. Actual future outcomes may differ materially from any estimates or forward-looking
statements provided.

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.

DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.
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Important Information (cont.)

Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, 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
non-individual Accredited Investors and non-individual Permitted Clients as defined under National Instrument 45-106 and National Instrument 31-103,
respectively. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

Colombia, Chile, Mexico, Peru, Uruguay—This material is prepared by T. Rowe Price International Ltd - Warwick Court, 5 Paternoster Square, London,
EC4M 7DX which is authorised and regulated by the UK Financial Conduct Authority - and issued and distributed by locally authorized distributors only.
For professional investors only.

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.

South 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 by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place,
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), Warwick Court, 5 Paternoster Square, London EC4M 7DX, 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. TRPIL's 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, 80071 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, Warwick Court, 5 Paternoster Square, London EC4M 7DX which is
authorised and regulated by the UK Financial Conduct Authority. For Professional Clients only.

USA—Issued in the USA by T. Rowe Price Investment Services, Inc., distributor and T. Rowe Price Associates, Inc., investment adviser, 1307 Point Street,
Baltimore, MD 21231, which are regulated by the Financial Industry Regulatory Authority and the U.S. Securities and Exchange Commission, respectively.

© 2025 T. Rowe Price. All Rights Reserved. T. Rowe Price, INVEST WITH CONFIDENCE, the Bighorn Sheep design, and related indicators
(see troweprice.com/ip) are trademarks of T. Rowe Price Group, Inc. All other trademarks are the property of their respective owners.
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