
 

 

European investors stick to domestic HY bonds 
 
Global high yield bond ETFs have been shunned by investors despite yields continuing to fall, but 
the European high yield market has proved an exception. 
 

 Markit iBoxx Global Developed Markets High Yield Index has seen its yield fall to 6.52%, 
from 8.30% in February 

 Investors have continued to invest in the European HY market over the past two months 

 US HY bonds offer 2.68% more yield on average than European HY bonds 
 
Investors’ appetite for global high yield (HY) 
bonds has started to wane, despite yields 
continuing to fall over the past two months.  
The one bright spot however has been the 
European HY market, which continues to 
enjoy significant investor demand. 
 

 
 
The riskier end of the bond market has 
continued to see prices recover since 
February’s depths, with US HY bonds spurred 
on by rising crude oil prices and European HY 
by an accommodative monetary backdrop. 
The Markit iBoxx Global Developed Markets 
High Yield Index, which incorporates over 
1,400 HY bonds across four currencies, has 
seen its yield fall to 6.52% from 8.30% in 
February. Exchange traded fund (ETF) 
investors were previously keen to take 
advantage of the falling yields (yields move 
inversely to prices), as funds tracking HY 
indices saw over $5bn of inflows in March. 
 
The last two months however have seen a 
reverse in this trend, with outflows 

accumulating despite global HY yields 
continuing to fall. A closer look at the 
composition of the ETF outflows sheds further 
light on how investors have been positioning 
themselves lately. 
 
Investors favour Europe 
HY bond ETF flows over the last two months 
(April and May) show around $1.8bn of 
outflows according to Markit’s ETP analytics 
service.  
 

 
 
Interestingly, these outflows have been 
mainly concentrated within the US HY bond 
market, as domestic investors reduce their 
exposure to the market. US-listed ETFs 
investing in the US HY bond market have 
seen the majority of the outflows, with $2.4bn 
in April and May. European investors have 
also shunned overseas HY bond markets 
(primarily US HY) with European-listed ETFs 
seeing $235m of outflows over the past two 
months.  
 

0

2

4

6

8

10

12

Apr/10 Apr/11 Apr/12 Apr/13 Apr/14 Apr/15 Apr/16

HY bond yields Markit iBoxx Global Developed Markets 
High Yield Index
iBoxx $ Liquid High Yield Index

iBoxx EUR Liquid High Yield Index

Source: Markit

yield (%)

Source: Markit

-4

-2

0

2

4

6

8

HY bond ETFs Inflows/Outflows ($Bn)

Europe Overseas

Europe Domestic

US Overseas

US Domestic

Source: Markit

Markit Commentary 

May 18
th
 2016 

https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjli83q4-PMAhUpG5oKHROsD2AQFggdMAA&url=http%3A%2F%2Fwww.markit.com%2FProduct%2FIBoxx&usg=AFQjCNEJWtXqwk4RhrPg3BYcUnBpjGIvGw&sig2=j0yQ2ZJIoIDlqtl9bb7UYQ
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjli83q4-PMAhUpG5oKHROsD2AQFggdMAA&url=http%3A%2F%2Fwww.markit.com%2FProduct%2FIBoxx&usg=AFQjCNEJWtXqwk4RhrPg3BYcUnBpjGIvGw&sig2=j0yQ2ZJIoIDlqtl9bb7UYQ
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjli83q4-PMAhUpG5oKHROsD2AQFggdMAA&url=http%3A%2F%2Fwww.markit.com%2FProduct%2FIBoxx&usg=AFQjCNEJWtXqwk4RhrPg3BYcUnBpjGIvGw&sig2=j0yQ2ZJIoIDlqtl9bb7UYQ
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjv0c6L5ePMAhWMCJoKHdgFDE0QFggcMAA&url=http%3A%2F%2Fwww.markit.com%2FProduct%2FETP&usg=AFQjCNHIW96NiaJGu-kRVLYklnE3T-ZaLA&sig2=Mxj43l9mYF0PSh3Uebj67w&bvm=bv.122129774,d.bGs
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjv0c6L5ePMAhWMCJoKHdgFDE0QFggcMAA&url=http%3A%2F%2Fwww.markit.com%2FProduct%2FETP&usg=AFQjCNHIW96NiaJGu-kRVLYklnE3T-ZaLA&sig2=Mxj43l9mYF0PSh3Uebj67w&bvm=bv.122129774,d.bGs


 
Markit Fixed Income Research 

   

The only bright spot however has been the 
European HY market, which has continued to 
see inflows from both domestic and overseas 
investors. European-listed ETFs tracking the 
European HY market have seen nearly 
$750m of inflows over the past two months.  
 

 
 
The ETF flows showcase investors’ appetite 
for the European HY bond market over the 
US HY bond market, in spite of the lower 
average yields on offer. The yield difference 
between the Markit iBoxx $ Liquid High Yield 
Index and the Markit iBoxx EUR Liquid High 
Yield Index currently stands at 2.68%, close 
to six year highs. Investors’ preference for 
European HY is likely to be related to its 
marginal exposure to global commodity prices 
and the easy monetary conditions offering in 
Europe. 
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