
Corporate Credit Highlights
August 2021
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U.S. Credit -0.23% 909282

Single A Bonds -0.88% 707469

BBB Bonds 0.37% 125124108

1-3 Year Credit 0.39% 363028

7-10 Year Credit -0.56% 989687

Long Credit -0.70% 139141124

Bank Loans 3.48% 461486447

B Loans 3.58% 470469449

BB Loans 1.78% 262305309

Loans priced over $90 3.38% 368422424

Loans priced up to and Including $90 15.60% 127012581307

Issues over $1 billion 3.19% 379414401

Issues $201 million to $300 million 7.46% 685755651

High Yield 4.55% 336360288

BB Bonds 4.05% 182264203

CCC Bonds 7.44% 869658520

Intermediate High-Yield Bonds 4.29% 333363290

Long High-Yield Bonds 8.04% 397329260

Very Liquid High-Yield Bonds 4.06% 319340323
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The Federal Reserve has officially closed its Secondary Market Corporate Credit Facility (SMCCF). On June 7, 2021, the SMCCF 

began winding down the portfolio and, as of Aug. 31, 2021, all its holdings of corporate bonds and ETFs had either matured or 

been sold.

J.P. Morgan on new issue coupons vs. maturities: “YTD, the average coupon of bonds issued is 1.49% below the average coupon of 

maturing bonds. Companies have not had a repricing benefit this large since 2013.”

Goldman Sachs noted that the amount of global debt with yields now in negative territory has spiked to $16.5 trillion, which is the 

highest level in six months.
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Investment Grade

August Comments

	According to J.P. Morgan, the combined distressed universe of high-yield bonds/loans totaled $32 billion in August 2021, 

compared to $549 billion in March 2020 and $142 billion in February 2020.

Credit Suisse on high-yield fund performance: “A majority of funds are currently lagging their benchmark, with median total 

returns of 3.4%. This underperformance is likely being driven by investor underweights in higher quality BB bonds, which saw 

strong performance in recent months. … The underperformance of high-yield funds could lead them to position more 

aggressively into yearend to chase their benchmark, while investment-grade funds position defensively.”

Year-to-date collateralized loan obligation (CLO) sales stand at about $110 billion, according to data compiled by Bloomberg. 

Strategists at Bank of America project $140 billion of CLO issuance this year; the annual high mark of $130.4 billion was set in 

2018.

Credit Suisse on loan defaults: “U.S. leveraged-loan markets have seen a remarkable transition from default tidal wave to 

drought over the last 18 months. This drought has led the loan-issuer default rate to plunge to 1.1% as of this month, with levels 

approaching 12-year lows. The drop in the default rate has been accompanied by a rise in recovery rates, with the last 12 

months 1L average now sitting at 64%, back to pre-pandemic highs.”
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Bank Loans  
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J.P. Morgan noted that there was only one default in August impacting $565 million of loans, which follows one default impacting 

$290 million of loans in July. Notably, this year’s default volume ($9.3 billion) is on pace to be the lightest in a calendar year since 

$4.5 billion defaulted in fiscal year 2007.
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High Yield Corporates 
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For more insights from Pacific Funds,

visit PacificFunds.com
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