
The Bloomberg U.S. High Yield Corporate Index (Index) 
returned 1.75% during the second quarter, bringing the 
year-to-date Index total returns to 5.38%.

The BB-rated, B-rated, and CCC-rated categories recorded 
gains of 0.89%, 1.90%, and 4.18%, respectively.  The 
Index option-adjusted spread (OAS) tightened 65 bps 
during the second quarter to +390 bps, while the yield-
to-worst (YTW) declined by just 2 basis points to 8.50%.  
By ratings, BB-rated credits now trade at an OAS of +252 
bps and offer a YTW of 7.08%, B-rated credits at an OAS 
of +398 bps and 8.66% YTW, and CCC-rated credits at an 
OAS of +841 bps and 12.88% YTW.  The average dollar 
price of the Index rose to $88.97 by quarter end.

The attractive all-in yields, the Federal Reserve rate hike 
cycle nearing an end, and consumer data indicating the 
ongoing resiliency of domestic economic activity all led 
to continued solid High Yield market returns through 
the second quarter.  The much-anticipated economic 
recession that was to follow the dramatic monetary 
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tightening policy intended to beat back 40-year high 
levels of inflation, that produced a significant yield 
curve inversion, and which led to more than a year’s 
worth of monthly declines in the Leading Economic 
Indicator Index (LEI) still remains somewhere out on the 
economic horizon primarily due to the strength of the 
US consumer.  Consumer spending remains the pillar 
of strength throughout, and forecasts indicate that real 
disposable income is set to outpace inflation over the 
second half of 2023, meaning this trend can continue.  
However, much uncertainty remains regarding the type 
and/or the timing of this looming recession.

Regardless, PIA High Yield remains invested in industries 
and companies that we believe offer compelling 
long-term value and, will thus, provide relative 
outperformance throughout this economic cycle.

Michael Yean
High Yield Portfolio Manager
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Pacific Income Advisers is an investment management firm registered with the U.S. Securities and Exchange Commission under the Investment Advisers Act of 1940. PIA manages a variety of fixed income and equity assets 
for primarily United States clients. 

Past performance is not a reliable indicator or a guarantee of future results. All investments contain risk and may lose value. Investments in debt securities typically decrease in value when interest rates rise. This risk is usually 
greater for longer-term debt securities. Investing in lower-rated and non-rated securities presents a greater risk of loss to principal and interest than higher-rated securities. 

Indexes are unmanaged, do not incur management fees, costs, and expenses, and cannot be invested in directly.

This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is provided for information purposes only and on the understanding that the recipient 
has sufficient knowledge and experience to be able to understand and make their own evaluation of the proposals and services described herein, any risks associated therewith and any related legal, tax, accounting or other 
material considerations. To the extent that the reader has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, prospective investors are encouraged to contact 
Pacific Income Advisers or consult with the professional advisor of their choosing.


