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Fixed income markets have re-entered a period of heightened volatility in early 2025, as shifting macroeconomic conditions, 
evolving fiscal policies, and renewed geopolitical uncertainty have led to heightened recessionary fears in the U.S and meaningful 
movement in credit spreads. However, the high yield market recovered quickly and retraced most of the spread widening in a 
short span, highlighting the resiliency of the asset class. Below are several reasons why we continue to be constructive on high 
yield credit, and why we believe that the sector is poised to endure further macroeconomic uncertainty.

Credit Quality of the High Yield Market Has Improved
The credit quality of the high yield index has greatly improved over the past two decades, with a majority of the index shifting to 
higher-rated securities. Today over 50% of the high yield index is rated BB, while the proportion of the index in B- and CCC-rated 
securities has declined, as noted in Figure 1. This is important when thinking about potential industry default rates in a slowing 
economy, since defaults typically come from issues in the CCC bucket. With the index allocation to CCC near the lowest levels in 
20 years, one may expect that default rates will not reach levels as seen in previous crises.

U.S. High Yield: Poised for 
Continued Resilience
The high yield bond market appears to be in a stronger position compared to previous periods of uncertainty  
and volatility.

Investment Perspectives

•	 Over the last 15 years, the high yield market’s ratings mix has improved, suggesting increased resilience against default risk.

•	 Spreads have been tight relative to history, reflecting healthy underlying fundamentals, historically low duration, and the improved 
composition of the high yield bond market.

•	 Our positive outlook on high yield is driven by the combination of improved credit quality, sound fundamentals, and favorable starting 
yields, along with other supportive factors. 

  Key Takeaways 

Sean Carroll, CFA
Product Specialist

Thomas Baker
Product Specialist

This is a marketing communication.



2

Source: ICE Data Indices, LLC. Data as of May 31, 2025. The historical data shown in the chart above are for illustrative purposes only and are not 
representative of any Lord Abbett product. Due to market volatility, the market may not perform in a similar manner in the future. Indexes are unmanaged, 
do not reflect the deduction of fees or expenses, and are not available for direct investment. 

Figure 1. BB-Rated Proportion of the High Yield Index Near a Record High

Financial Metrics Suggest Strong Issuer Fundamentals
High yield issuers have maintained strong balance sheets, making them well prepared to withstand an economic slowdown. 
Leverage and coverage ratios, two metrics that are pivotal when assessing the financial strength of high yield companies, 
continue to be in favorable spots, as noted in Figure 2. Specifically, leverage continues to be lower than pre-pandemic levels, 
indicating a more manageable debt load for high yield issuers. Interest rate coverage, despite some migration lower, still remains 
at a solid level after coming from a much stronger starting point. In addition to the improved ratings mix for the index, these 
strong credit metrics are supportive of high yield spreads remaining below long-term average levels.

ICE BofA U.S. High Yield Bond Index by credit quality, December 31, 1996–May 31, 2025
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Source: JPMorgan as of March 31, 2025. Latest quarterly data available. For illustrative purposes only. Due to market volatility, the market may not perform in 
a similar manner in the future. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. The index 
data provided is not representative of any Lord Abbett product.

Figure 2. Healthy Fundamentals: Low Leverage and Solid Coverage Ratios
Last twelve months (LTM) debt to earnings before interest, taxes, depreciation, and amortization (EBITDA) ratio,  

March 31, 2008–March 31, 2025 (top panel) and EBITDA to interest expense ratio, March 31, 2008–March 31, 2025 (bottom panel)
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Building off of this base, earnings for high yield companies have continued to be resilient during this volatile stretch. According to 
J.P. Morgan, almost twice as many companies have beaten expectations for EBITDA than have missed expectations during the 
first quarter of 2025. And while there have been some questions around future guidance with uncertainty in tariff policies, the 
number of companies issuing positive or negative guidance was slightly biased toward positive, again proving the resiliency of 
fundamental strength in the high yield sector.

Lower Duration Relative to History
One notable trend in the high yield index is that it has gotten much shorter in duration over time, falling from an average effective 
duration of approximately 4.5 years in 2006 to historic lows at roughly 3.0 years today. On the other hand, the duration for the 
investment-grade index increased over the same period to roughly 6.5 years. One reason is that this follows relatively slow 
periods of new bond issuance within high yield markets in 2022 and 2023, leading to a dramatic decline in average maturity for 
the index. A shorter maturity and duration profile typically reduces default risk over the bond’s life, assuming other factors remain 
constant, as the window for issuers to face uncertainty is smaller. This phenomenon has helped contribute to tighter overall 
spreads in the high yield market.

Source: ICE Data Indices LLC. Data as of May 31, 2025. Duration is a measure of the sensitivity of the price of a bond or other debt instrument to changes in 
interest rates. It is expressed in years and indicates how much the price of a bond is expected to change with a 1% change in interest rates. Due to market 
volatility, the asset class depicted in this chart may not perform in a similar manner in the future. For illustrative purposes only and does not represent any 
specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are 
not available for direct investment.

Figure 3. Shorter Duration Can Help to Mitigate Default Risk
ICE BofA Investment Grade Corporate Index and ICE BofA U.S. High Yield Index effective duration, May 31, 2005–May 31, 2025
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Starting Yield and Lower Dollar Price Offer Attractive Entry Point
Starting yields for the index have remained elevated, offering higher levels of income to help boost returns. This is notable when 
looking at prior periods, as yields have typically been lower when spread levels have been this tight. As represented by the 
yield-to-worst (YTW) of the high yield index, starting yields have been much higher in the last three years, as noted in Figure 4, 
which was a direct reflection of the elevated interest-rate environment that began in 2022.

Figure 4. Historically, Elevated Yields Represented an Attractive Entry Point
ICE BofA U.S. High Yield Index option-adjusted spreads (OAS), May 31, 2001–May 31, 2025 (top panel),  

and ICE BofA U.S. High Yield Index YTW, December 31, 2014–May 31, 2025 (bottom panel)

Source: ICE Data Indices LLC. Data as of May 31, 2025. The OAS is a measurement used in fixed income securities to determine the spread between the 
security rate and the risk-free rate of return, adjusted to account for any embedded options. YTW is a financial metric used to evaluate the lowest possible 
yield that an investor can receive on a bond without the issuer defaulting. It is calculated based on the earliest call date and is used to assess the worst-case 
scenario for yield. Forward cumulative index returns are not annualized and were calculated when the index YTW was above 7%. No investor achieved these 
returns. Past performance is not a reliable indicator or guarantee of future results. Due to market volatility, the asset class depicted in this chart may not 
perform in a similar manner in the future. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular 
investment. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment.
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This is important because the higher starting yields offer a much better entry point. If we look back at the history of the index, 
when starting yields were above 7%, the index experienced strong cumulative forward returns of 8.8%, 16.8%, and 25.0% on a 
one-, two- and three-year basis, respectively. This historical performance underscores the benefits of investing in high yield when 
yields are at these levels.

And while spreads are below long-term averages, convexity in the high yield market has improved as prices have drifted below 
par value as a reflection of the higher yield environment. This has added to the potential for price appreciation to contribute 
toward total return, as well as offer a better cushion for investors buying below par bonds, which is generally rare when credit 
spreads have been at these tight levels. Additionally, issuers may elect to refinance upcoming debt before the listed maturity date, 
adding to potential total returns as the pull-to-par effect is realized over a shorter window. 

Conclusion: Looking Ahead
Markets have shown modest signs of weakness in the first half of 2025, as notably softer economic data, worries of growth 
contraction, and policy uncertainty dragged on consumer sentiment. Despite these concerns, high yield returns have been 
positive, and we continue to believe that the sector can provide attractive relative returns for the remainder of the year. However, 
it is important to note that patience is key and being selective in adding risk is crucial, given the potential for idiosyncratic credit 
events to erode returns. Within our strategies, we remain selective in our positioning and continue to be vigilant about potential 
headwinds that could cause spreads to move wider, including signs of cracks in labor markets, tariff repercussions, and the U.S. 
Federal Reserve’s rate and fiscal policies.

Past Performance of Selected Indices (Calendar Year):

NOTE: Past performance is no indication or guarantee of future results.
Source: ICE Data Indices LLC. Returns shown are expressed in percent. Return data is based on U.S. dollar-denominated index data. Performance of the 
indices may be affected by changes in the exchange rates between the currency denomination of the indices and any non-U.S. dollar denomination. None of 
the performance in this table is meant to represent any Lord Abbett products or services.
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Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC 
(“Lord Abbett”). Lord Abbett is a registered investment adviser under the 
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and 
is subject to the Advisers Act rules and regulations adopted by the U.S. 
Securities and Exchange Commission (‘SEC”). Registration with the SEC 
does not imply a particular ability or training. Lord Abbett is a global asset 
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third 
party sources and such information has not been independently verified by 
Lord Abbett. No representation, warranty, or undertaking, expressed or 
implied, is given to the accuracy or completeness of such information by 
Lord Abbett or any other person. While such sources are believed to be 
reliable, Lord Abbett does not assume any responsibility for the accuracy or 
completeness of such information. Lord Abbett does not undertake any 
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking 
statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ 
materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained in the material may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions 
and are subject to change without notice. Projections should not be 
considered a guarantee.

Past performance is not a reliable indicator or guarantee of future 
results. All investments involve risk, including the loss of capital. 
Investments are not guaranteed by Lord Abbett, its affiliates, or any 
governmental agency.

The views and opinions expressed are those of the Lord Abbett author as of 
the date of the material, and do not necessarily represent the views of the 
firm as a whole. Any such views are subject to change at any time based 
upon market or other conditions and Lord Abbett disclaims any responsibility 
to update such views. References to specific asset classes and financial 
markets are for illustrative purposes only. This material is not intended to be 
relied upon as a forecast, research or investment advice. Neither Lord Abbett 
nor the Lord Abbett author can be responsible for any direct or incidental 
loss incurred by applying any of the information offered. 

The information in this material does not constitute a distribution, an offer, an 
invitation, a personal or general recommendation or solicitation in any 
jurisdiction. This material has not been reviewed or approved by any 
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to 
engage in or refrain from any investment-related course of action as neither 
Lord Abbett nor its affiliates are undertaking to provide impartial investment 
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not 
meant to describe the investment merits of, or potential or actual portfolio 
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S. 
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without 
the permission of Lord Abbett. Lord Abbett mutual funds are distributed by 
Lord Abbett Distributor LLC, member FINRA.

The credit quality of fixed income securities in a portfolio is assigned by a 
nationally recognized statistical rating organization (NRSRO), such as 
Standard & Poor’s, Moody’s, or Fitch, as an indication of an issuer’s 
creditworthiness. Ratings range from ‘AAA’ (highest) to ‘D’ (lowest). Bonds 
rated ‘BBB’ or above are considered investment grade. Credit ratings ‘BB’ 
and below are lower-rated securities (junk bonds). High-yielding, non-
investment-grade bonds (junk bonds) involve higher risks than investment-
grade bonds. Adverse conditions may affect the issuer’s ability to pay 

interest and principal on these securities.Please consult your investment 
professional for additional information concerning your specific situation.

Glossary & Index Definitions

Amortization is an accounting method used to lower the book value or 
principal value of a loan or an intangible asset over a specific time period. For 
loans, it involves spreading out the cost of the loan into a series of fixed 
payments. During the amortization period, cash flows from the assets are 
used to pay down the debt.

Coverage ratio measures a company’s ability to pay its debts. It is a 
financial metric that is used to assess a company’s financial health and its 
ability to generate enough income to service its debt-related expenses.

Convexity is a measure of the non-linear relationship or the curvature of 
bond prices to changes in interest rates. It reflects how the duration of a 
bond changes as interest rates change.

Duration is a measure of the sensitivity of the price (the value of principal) of 
a fixed income investment to a change in interest rates.

The Federal Reserve (Fed) is the central bank of the United States. The 
federal funds (fed funds) rate is the target interest rate set by the Fed at 
which commercial banks borrow and lend their excess reserves to each 
other overnight.

Idiosyncratic credit events refer to unique or specific occurrences that 
affect the creditworthiness of a particular issuer or security, rather than the 
broader market.

Leverage ratio is used to evaluate the level of debt a company carries 
relative to its assets, equity, or earnings. It is a financial metric that helps to 
assess the ability of a company to meet its financial obligations.

Macroeconomic conditions refer to the state of the economy at a large 
scale, encompassing various economic factors and indicators that influence 
the overall economic environment. These conditions include the inflation rate, 
price and unemployment levels, and economic growth.

Par value is of a bond, also known as its face value, is the amount of money 
that the bond issuer promises to repay the bondholder at maturity. It is the 
nominal value of the bond and is typically set at the time the bond is issued.

Spread is the percentage difference in current yields of various classes of 
fixed income securities versus Treasury bonds or another benchmark bond 
measure. A bond spread is often expressed as a difference in percentage 
points or basis points (a basis point equals one hundredth of a percentage 
point). The option-adjusted spread (OAS) is the measurement of the spread 
of a fixed income security rate and the risk-free rate of return, which is 
adjusted to take into account an embedded option. Typically, an analyst 
uses the Treasury securities yield for the risk-free rate.

A basis point is one hundredth of a percentage point.

Yield is the income returned on an investment, such as the interest received 
from holding a security. The yield is usually expressed as an annual 
percentage rate based on the investment’s cost, current market value, or 
face value. Yield-to-maturity (YTM) represents the expected return 
(expressed as an annualized rate) from the bond’s future cash flows, 
including coupon payments over the life of the bond and the bond’s principal 
value received at maturity. Yield-to-worst refers to the lesser of a bond’s (a) 
yield-to-maturity or (b) the lowest yield-to-call calculated on each scheduled 
call date.

The ICE BofA US High Yield Index tracks the performance of U.S. 
dollar-denominated, below-investment-grade corporate debt publicly issued 
in the U.S. domestic market. Qualifying securities must have a below-
investment-grade rating (based on an average of Moody’s, S&P and Fitch), 
at least 18 months to final maturity at the time of issuance, at least one-year 
remaining term to final maturity. 

ICE BofA Index Information:

Source: ICE Data Indices, LLC (“ICE”), used with permission. ICE PERMITS 
USE OF THE ICE BofA INDICES AND RELATED DATA ON AN “AS IS” 
BASIS, MAKES NO WARRANTIES REGARDING SAME, DOES NOT 



8
Lord, Abbett & Co. LLC | 30 Hudson Street | Jersey City, NJ 07302-4804 | T 1.888.522.2388 | lordabbett.com

Copyright © 2025 by Lord, Abbett & Co. LLC/Lord Abbett Distributor LLC. All rights reserved.

IP-US_HY_RES 
06-25 NOT FDIC INSURED–NO BANK GUARANTEE–MAY LOSE VALUE

GUARANTEE THE SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/
OR COMPLETENESS OF THE ICE BofA INDICES OR ANY DATA INCLUDED 
IN, RELATED TO, OR DERIVED THEREFROM, ASSUMES NO LIABILITY IN 
CONNECTION WITH THE USE OF THE FOREGOING, AND DOES NOT 
SPONSOR, ENDORSE, OR RECOMMEND LORD ABBETT, OR ANY OF ITS 
PRODUCTS OR SERVICES.

Bloomberg Index Information

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark 
and service mark of Bloomberg Finance L.P. and its affiliates (collectively 
“Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg 
Indices. Bloomberg does not approve or endorse this material or guarantee 
the accuracy or completeness of any information herein, or make any 
warranty, express or implied, as to the results to be obtained therefrom and, 
to the maximum extent allowed by law, shall not have any liability or 
responsibility for injury or damages arising in connection therewith.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, 
and are not available for direct investment.

Copyright © 2025 by Lord, Abbett & Co. LLC. All Rights Reserved.

Important Information for non-U.S. Investors

Note to Switzerland Investors: In Switzerland, the Representative is 
ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, 
whilst the Paying Agent is Bank Vontobel Ltd., Gotthardstrasse 43, CH- 
8022 Zurich. The prospectus, the key information documents or the key 
investor information documents, the instrument of incorporation, as well as 
the annual and semi-annual reports may be obtained free of charge from the 
representative. In respect of the units offered in Switzerland, the place of 
performance is at the registered office of the representative. The place of 
jurisdiction shall be at the registered office of the representative or at the 
registered office or domicile of the investor.

Note to European Investors: This communication is issued in the United 
Kingdom and distributed throughout the European Union by Lord Abbett 
(Ireland) Limited, UK Branch and throughout the United Kingdom by Lord 
Abbett (UK) Ltd. Both Lord Abbett (Ireland) Limited, UK Branch and Lord 
Abbett (UK) Ltd are authorized and regulated by the Financial Conduct 
Authority.

A decision may be taken at any time to terminate the arrangements made for 
the marketing of the Fund in any EEA Member State in which it is currently 
marketed. In such circumstances, Shareholders in the affected EEA Member 
State will be notified of this decision and will be provided with the opportunity 
to redeem their shareholding in the Fund free of any charges or deductions 
for at least 30 working days from the date of such notification.

Lord Abbett (Middle East) Limited is authorised and regulated by the 
Dubai Financial Services Authority (“DFSA”). The entire content of this 
document is subject to copyright with all rights reserved. This research and 
the information contained herein may not be reproduced, distributed or 
transmitted in any jurisdiction or to any other person or incorporated in any 
way into another document or other material without our prior written 
consent. This document is directed at Professional Clients and not Retail 
Clients. Any other persons in receipt of this document must not rely upon or 
otherwise act upon it. This document is provided for informational purposes 
only. Nothing in this document should be construed as a solicitation or offer, 
or recommendation, to acquire or dispose of any investment or to engage in 
any other transaction. Nothing contained in this document constitutes an 
investment, an offer to invest, legal, tax or other advice or guidance and 
should be disregarded when considering or making investment decisions.

Note to Singapore Investors: Lord Abbett Global Funds I plc (the 
“Company”) and the offer of shares of each sub-fund of the Company do not 
relate to a collective investment scheme which is authorized under Section 
286 of the Securities and Futures Act, Ch. 289 of Singapore (“SFA”) or 

recognized under Section 287 of the SFA, and shares in each sub-fund of 
the Company are not allowed to be offered to the retail public. Pursuant to 
Section 305 of the SFA, read in conjunction with Regulation 32 of and the 
Sixth Schedule to the Securities and Futures (Offers of Investments) 
(Collective Investment Schemes) Regulations 2005 (the “Regulations”), the 
Lord Abbett Global Multi-Sector Bond Fund, the Lord Abbett High Yield 
Fund, the Lord Abbett Short Duration Income Fund, the Lord Abbett Ultra 
Short Bond Fund, the Lord Abbett Climate Focused Bond Fund, the Lord 
Abbett Emerging Markets Corporate Debt Fund and the Lord Abbett Multi 
Sector Income Fund have been entered into the list of restricted schemes 
maintained by the Monetary Authority of Singapore for the purposes of the 
offer of shares in such sub-funds made or intended to be made to relevant 
persons (as defined in section 305(5) of the SFA), or, the offer of shares in 
such sub-funds made or intended to be made in accordance with the 
conditions of section 305(2) of the SFA. These materials do not constitute an 
offer or solicitation by anyone in Singapore or any jurisdiction in which such 
an offer or solicitation is not authorized or to any person to whom it is 
unlawful to make such an offer or solicitation.

Note to Hong Kong Investors: The contents of this material have not been 
reviewed nor endorsed by any regulatory authority in Hong Kong. An 
investment in the Fund may not be suitable for everyone. If you are in any 
doubt about the contents of this material, you should consult your 
stockbroker, bank manager, solicitor, accountant or other financial adviser for 
independent professional advice. The Fund is not authorised by the 
Securities and Futures Commission (“SFC”) in Hong Kong pursuant to 
Section 104 of the Securities and Futures Ordinance (Cap 571, Laws of 
Hong Kong) (“SFO”). This material has not been approved by the SFC in 
Hong Kong, nor has a copy of it been registered with the Registrar of 
Companies in Hong Kong and, must not, therefore, be issued, or possessed 
for the purpose of issue, to persons in Hong Kong other than (1) professional 
investors within the meaning of the SFO (including professional investors as 
defined by the Securities and Futures (Professional Investors) Rules); or (2) in 
circumstances which do not constitute an offer to the public for the 
purposes of the Companies (Winding Up and Miscellaneous Provisions) 
Ordinance (Cap 32, Laws of Hong Kong) or the SFO. This material is 
distributed on a confidential basis and may not be reproduced in any form or 
transmitted to any person other than the person to whom it is addressed.


