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Goodbye negative yields: 10 hot topics for the summer

Macroeconomics Microeconomics

Our monthly scorecard evaluates the four main driving factors for global credit: Macroeconomics (economic trend and monetary policy), Microeconomics (corporate fundamentals), 

Technical factors (flows, new issues, etc.) and Valuation. Our market outlook follows this structure.

1. Lower economic growth

2. Inflation likely to remain 

high

3. Central banks 

committed to deliver

4. Strong corporate credit 

metrics

5. Rating trend remains 

intact

6. Lower bond issuance

expected

7. Higher new issue 

premia

8. Spreads and yields at 

multi-year highs

9. Record amount of low 

cash price bonds

10. How to benefit from this 

environment

ValuationTechnical factors
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#1. Lower economic growth expected

Source: Refinitiv Datastream, Vontobel, as of June 2022.

Macro

… lockdowns hurt growth and supply chains.New orders in DM still doing well, but China’s …
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US inflation forecasts remain high and wide but indicate a slow down at some point

#2. Inflation likely to remain high
Macro

Source: Bloomberg, Refinitiv Datastream, BLS, US Federal Reserve, Vontobel. Forecasts are minimum and maximum expectations of the Bloomberg 

Consensus for US Headline CPI and Core CPI. June 2022.
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ECB: progressive start in summerFed: accelerated rate hikes until summer

#3. Central banks committed to deliver

Source: *Median hike forecast of the Fed fund rate from Goldman Sachs, BAML, JP Morgan, Citi and Barclays. **Median hike forecast of the ECB deposit rate from Goldman Sachs, JP Morgan, Citi, 

Deutsche Bank and Barclays, June 2022.
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Profit margins at strong levels

#4. Strong margins and high cash balances, plus…

Source: Goldman Sachs, Morgan Stanley, as of March / June 2022.
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…solid earnings, are expected to keep leverage at moderate levels.

Including Q1 2022 results. Net Leverage = Net Debt / LTM EBITDA. Net debt is gross debt minus cash and marketable securities. Source: Goldman Sachs, Morgan Stanley, as of June 2022.
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Rating trend remains favorable

Source: Morgan Stanley, Barclays, Goldman Sachs Research, as of June 2022.

#5. Cheap funding was secured and rating trend remains intact
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#6. Bond issuance is expected to decline globally, also as…
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…refinancing is more expensive now, while…

Less supply to be expected as yields moved higher
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Default rate is at half its historical printIG spreads at wide levels

#8. Spreads should be tighter when compared to default rates
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Record amount of low cash price bondsYields up since the start of 2021

#9. Yields up significantly and bond prices down… 
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Jun 22: 34.2%*

Oct 08: 41.4% of index 

bonds below 90*

Valuation

Percentage figures in the boxes correspond to the percentage of index 

value of bonds trading below 90 cash price.
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…and the yield gap widening: 
corporate bond yield ahead of dividend yield.

Source: Bloomberg, BofA ML, as of June 2022.
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#10. How to benefit from this environment?

Source: Vontobel Asset Management.

Diversify risks on 

a global scale. 

Take an active 

approach and

protect portfolios. 

Benefit from rating 

upgrades and potential 

rising stars. Screen for 

defensive sectors.

Screen for 

mispricing’s and 

also low cash price 

bonds.

New issues as an 

attractive source of 

performance as 

new issue premia 

increased.

How 
can 

inves-
tors 

extract 
value?

Macroeconomics:

More fragile due to 

lower growth and high 

inflation, requiring 

central banks to act.

Microeconomics:

Strong improvement of 

credit metrics, leaving 

corporates in a robust 

position.

Valuation: 

Higher yields and wider 

spreads. Valuation 

starts being attractive 

vs. default rates.

Technicals: 

Lower issuance and 

still solid demand for 

corporate bonds.

How 
does the 

world 
look?
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This is not the end…

…as there are 

obviously more hot 

topics on investors’ 

minds and we are 

more than happy to 

share our thoughts 

with you.

Christian Hantel

Executive Director

Asset Management

Marc van Heems

Director

Asset Management

Pam Gelles

Director

Asset Management
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Disclaimer

This marketing document was produced by one or more companies 

of the Vontobel Group (collectively "Vontobel") for institutional clients.

This document is for information purposes only and nothing 

contained in this document should constitute a solicitation, or offer, 

or recommendation, to buy or sell any investment instruments, to 

effect any transactions, or to conclude any legal act of any kind 

whatsoever.

Although Vontobel believes that the information provided in 

this document is based on reliable sources, it cannot assume 

responsibility for the quality, correctness, timeliness or completeness 

of the information contained in this document. Except as permitted 

under applicable copyright laws, none of this information may be 

reproduced, adapted, uploaded to a third party, linked to, framed, 

performed in public, distributed or transmitted in any form by any 

process without the specific written consent of Vontobel. To the 

maximum extent permitted by law, Vontobel will not be liable in any 

way for any loss or damage suffered by you through use or access to 

this information, or Vontobel’s failure to provide this information. Our 

liability for negligence, breach of contract or contravention of any law 

as a result of our failure to provide this information or any part of it, 

or for any problems with this information, which cannot be lawfully 

excluded, is limited, at our option and to the maximum extent 

permitted by law, to resupplying this information or any part of it to 

you, or to paying for the resupply of this information or any part of 

it to you. Neither this document nor any copy of it may be distributed 

in any jurisdiction where its distribution may be restricted by law. 

Persons who receive this document should make themselves aware 

of and adhere to any such restrictions. Important legal information:

This document and attached materials (“document”) have been 

prepared by a company of the Vontobel Group (“Vontobel”). Vontobel 

is represented in Australia by Vontobel Asset Management Australia 

Pty Limited (ABN 80 167 015 698), which is the holder of Australian 

Financial Services Licence number 453140 (“Vontobel Australia”). 

Vontobel and Vontobel Australia are also an Overseas Financial 

Adviser in the meaning of the Financial Advisers Act 2008 of New 

Zealand (“FAA”) and neither Vontobel nor any of its affiliates or 

subsidiaries has a presence in New Zealand.

The provision of this document to any person does not constitute an 

offer of a financial product to that person or an invitation to that 

person to apply for a financial product.  Unless otherwise expressly 

stated to the contrary, this information is not a recommendation to 

invest in any investments, securities or financial products offered by 

Vontobel Australia or any other member of the Vontobel Group. 

Although Vontobel and Vontobel Australia believes that the 

information provided in this document is based on reliable sources, 

they cannot assume responsibility for the quality, correctness, 

timeliness or completeness of the information contained in this 

document. 

The information in this document has been prepared without taking 

into account any investor’s investment objectives, financial situation 

or particular needs. This information is not designed for the purpose 

of providing personal financial product or investment advice.  Before 

acting on the information you should consider its appropriateness 

having regard to your investment objectives, financial situation and 

needs. You can either make this assessment yourself or seek the 

assistance of any adviser. 
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Disclaimer

Vontobel and Vontobel Australia explicitly reserves the right to 

change, amend or delete parts of this document or the document as 

a whole without further notice.

All information contained in this document, particularly any share 

prices, calculation data and forecasts, are based on the best 

information available at the date indicated in the presentation. 

Vontobel and Vontobel Australia do not guarantee any particular rate 

or return, the performance of any investment, or the repayment of 

capital from any investment. Investment is subject to investment and 

other risks. Possible risks could include delays in repayment and loss 

of income or capital invested.

Past performance, simulations or forecasts are not reliable indicators 

of current or future performance. Commissions, fees and other forms 

of remuneration may affect the performance negatively.

Not all products and services referred to in this information are 

provided by the same Vontobel Group company.

This information is only intended to be provided to persons:

• in Australia if that person is a wholesale client for the purposes of 

section 761G of the Corporations Act of Australia; and

• in New Zealand if that person is a wholesale client for the purposes 

of section 5C of the FAA.

This document is not intended to be distributed or passed on, directly 

or indirectly, to any other class of persons in Australia or New 

Zealand. This document has not been prepared specifically for 

Australian or New Zealand investors. It:

• may contain references to dollar amounts which are not Australian 

or New Zealand dollars;

• may contain financial information which is not prepared in 

accordance with Australian or New Zealand law or practices;

• may not address risks associated with investment in foreign 

currency denominated investments; and

• does not address Australian or New Zealand tax issues.

Except as permitted under applicable copyright laws, none of this 

information may be reproduced, adapted, uploaded to a third party, 

linked to, framed, performed in public, distributed or transmitted in 

any form by any process without the specific written consent of 

Vontobel or Vontobel Australia.

To the maximum extent permitted by law, Vontobel Australia or 

Vontobel will not be liable in any way for any loss or damage suffered 

by you through use or access to this information, or Vontobel 

Australia or Vontobel’s failure to provide this information.  Our liability 

for negligence, breach of contract or contravention of any law as a 

result of our failure to provide this information or any part of it, or for 

any problems with this information, which cannot be lawfully 

excluded, is limited, at our option and to the maximum extent 

permitted by law, to resupplying this information or any part of it to 

you, or to paying for the resupply of this information or any part of it 

to you.


