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Trends in credit allocations
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We are seeing different ways institutional investors are increasing credit exposure

Trend has been towards an increased allocation to global credit

Stand-alone allocation
Dedicating part of asset mix to a 

public market credit strategy

Comprehensive strategies

“Core Plus” with a higher  

allocation to credit

Diversification

Increase diversification of   

existing credit exposure

Illiquid credit

Taking on more illiquidity risk

Source: RBC GAM. RHS: As of September 30, 2024. Source, RBC GAM, Bloomberg, JP Morgan, Cliffwater. Public Market Loans represented by JP Morgan Leveraged Loan Index, Private Credit represented by the Cliffwater Direct 
Lending Index. Yield shown for U.S. Treasuries and Multi-Asset Credit is Current Yield. Yield shown for Private Credit is 3 year Takeout Yield. Past performance is not indicative of future results.

Illustrative yields 
(risk premiums in action)

+Credit risk

+Lock-up (illiquidity)

+Fees

3.6%

8.9%

11.4%
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Recently, greater interest in credit as a risk-reducer

Credit is a middle-ground for changing portfolio objectives

Source: RBC GAM. Potential risk and/or return of a particular strategy is assessed in relation to other strategies using historical average returns and standard deviations from those returns. Consequently, the order of strategies within a risk 

continuum may be subject to change over time. For illustrative purposes only.
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Potential risk

Core Bonds

Equities

Useful tool for total return-

focused and liability-focused 

investors 

Can improve the efficiency of 

a portfolio’s asset mix

Source of funding will 

determine the ultimate 

portfolio impact

Risk/reward spectrum

Credit 
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Many different levers available for an active manager to outperform the benchmark

Opportunity to add alpha within public market credit strategies

As of December 31, 2024. Source: RBC GAM, eVestment. Returns are Gross of Fees and in U.S. Dollars. Rankings change monthly. eVestment Alliance and its affiliated entities (collectively, “eA”) collect information directly from investment 

management firms and other sources believed to be reliable; however, eA does not guarantee or warrant the accuracy, timeliness, or completeness of the information provided and is not responsible for any errors or omissions. All categories not 

necessarily included; Totals may not equal 100%. Copyright 2011-2024 eVestment Alliance, LLC. All Rights Reserved. Past performance is not a guarantee of future results. 

Many levers to 

generate Alpha

Geography

Sector

Security

Currency

✓

✓

✓

✓

✓

✓

✓

10-year manager performance in global credit

Global Investment 

Grade Corporates

Value added

Median manager 

value added

(10 yrs)

+1.46%

ICE BofAML Global

High Yield Constrained

vs.

49 Global competitors

Bloomberg Global 

Aggregate - Corporate

vs.

70 Global competitors

IndexIndex

✓

✓

Capital structure

Duration

Yield curve

Credit quality

Illiquidity

Global High Yield

Value added

Median manager 

value added

(10 yrs)

+0.79%

1st 

Quartile

1st 

Quartile
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Current views & outlook



Trade war complacency ended when this happened….

Source: LHS: iStock; RHS: RBC Global Asset Management, IMF DOTS database for data in chart.

A few countries account for the U.S. trade deficit
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Greenland/

Panama

What is Trump trying to achieve?

Growth National security

Reduce immigration Counter China

Make America 

Great Again

Current account

Deregulation
DOGE

Tariffs war

Cheap 

energy

Burden 

sharing

Onshore 

supply 

chain NATO

Weaken dollar Coalition/ 

umbrella 

tariff wall

Source: RBC Global Asset Management (illustrative description of the macroeconomic landscape)  



Global and U.S. HY markets have re-priced materially

Credit spread of Global and U.S. High Yield Index1

Source: RBC GAM, ICE BofA, Bloomberg, as of April 8, 2025. For information purposes only. There is no assurance that any of the trends depicted or described herein will continue. 

Note: 1 Global High Yield Index refers to the ICE BofA Global High Yield Constrained Index and U.S. High Yield Index refers to the ICE BofA US High Yield Index. 

Global HY: 450bps
U.S. HY: 457bps
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Peak for high yield spreads during historical periods of widening 

Source: ICE BofA, Bloomberg, as of April 8, 2025. 

Note: ‘Global HY’ = Global High Yield Index refers to the ICE BofA Global High Yield Constrained Index and ‘U.S. HY’ = US High Yield Index refers to the ICE BofA US High Yield Index. 
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U.S. High Yield leverage close to the lows

U.S. credit metrics are robust – look for trouble elsewhere

Source: LHS & RHS JP Morgan 4Q24 results, as of March 19, 2025

U.S. High Yield interest coverage high
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6.6x leverage 

(excl. addbacks) *
10%+ cost of funding

~70% of EBITDA just 
to pay interest

CapEx, Working Cap, 
Taxes

Any cash flow left? 

U.S. direct lending private credit – does it still add up?

Source: RBC Global Asset Management. 
* UBS calculations & research, as of December 31, 2024



Summary of views

PUBLIC vs. PRIVATE: Public debt is the safer place to be

• Structural considerations with mid-market direct lending – cash flow weakness and limited ability to weather a 

slowdown?

• Public markets are cleaner, default risk more limited and recent dislocations offer meaningful alpha generation 

opportunity

TOP-DOWN CREDIT: Waiting game until tariff end-state and Fed’s response are clear

• Spreads widened dramatically post tariff announcements, though still not at 2022 wides

• Since the crisis was manufactured, we assume some tariffs might be reduced, though expect the bulk to stay

• U.S. recession is not our base case, but expect the market to extrapolate ugly scenarios as data points to U.S. 

slowdown

• Market concerns about the risk of outflows, status of Treasuries as a safe haven asset

PORTFOLIO STRATEGY: Tread lightly, eventual rebound likely sees bullish de-compression 

(quality rallies first)

• U.S. IG yields above 5.5% (100bp above Sept ‘24 lows), U.S. HY yields above 8.6% (160bp above Sept ‘24 lows)

• Focus on less growth sensitive corporates, domestic issuers less exposed to global trade and senior bank debt

• Avoiding deep cyclicals, weakly positioned issuers and private credit businesses
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Questions?
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Disclosure

This presentation is intended for institutional investors only. Some of the strategies described herein may only be offered to qualified investors and may involve a high degree of risk.

This document has been provided by PH&N Institutional for information purposes only and may not be reproduced, distributed or published without the written consent of PH&N Institutional.  It is not intended to provide professional advice and 
should not be relied upon in that regard. 

PH&N Institutional takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when printed. PH&N Institutional reserves the right at any time and without notice to change, amend or 
cease publication of the information.

Information obtained from third parties is believed to be reliable, but no representation or warranty, express or implied, is made by PH&N Institutional, its affiliates or any other person as to its accuracy, completeness or correctness. We assume no 
responsibility for any errors or omissions in such information.  

This information is not intended to be an offer or solicitation to buy or sell securities or to participate in or subscribe for any service.  No securities are being offered, except pursuant and subject to the respective offering documents and 
subscription materials, which shall be provided to qualified investors. This document is for general information only and is not, nor does it purport to be, a complete description of an investment in any RBC, PH&N or BlueBay funds. If there is an 
inconsistency between this document and the respective offering documents, the provisions of the respective offering documents shall prevail.

Commissions, trailing commissions, management fees and expenses all may be associated with alternative investments. Please read the offering materials before investing. Alternative investments are not guaranteed, their values change 
frequently and past performance may not be repeated.

The amount of risk associated with any particular investment depends largely on the investor’s own circumstances. Investors should consult their professional advisors/consultants regarding the suitability of the investment solutions mentioned in 
this presentation.

Investments in alternative strategies are speculative and involve significant risk of loss of all or a substantial amount of your investment.  Alternative strategies: (i) may engage in leverage and other speculative investment practices that may 
increase the risk of investment loss; (ii) can be highly illiquid; (iii) are not required to provide periodic pricing or valuation information to investors; and (iv) are not subject to the same regulatory requirements as prospectus-offered mutual funds. In 
assessing the suitability of these investments, investors should carefully consider their personal circumstances including time horizon, liquidity needs, portfolio size, income, investment knowledge and attitude toward price fluctuations. Investors 
should consult their professional advisors and consultants regarding any tax, accounting, legal or financial considerations before making a decision as to whether the strategies mentioned in this material are a suitable investment for them.

These materials contain statements that are not purely historical in nature, but are “forward-looking statements.” These include, among other things, projections, hypothetical performance analyses, hypothetical analyses of income, yield or return, 
future performance targets, sample or pro forma portfolio structures or portfolio composition, scenario analyses, specific investment strategies and proposed or pro forma levels of diversification or sector investment. These forward-looking 
statements are based upon certain assumptions and involve significant elements of subjective judgment and analysis. No representation is made that any returns indicated will be achieved or that all assumptions have been considered or stated. 
Actual events are difficult to predict and are beyond our control. Hence, actual events may differ materially from those assumed. All forward-looking statements included are based on information available on the date hereof and we do not assume 
any duty to update any forward-looking statement. Some important factors which could cause actual results to differ materially from those in any forward-looking statements include, without limitation, changes in general economic, market, legal 
and financial conditions. Accordingly, there can be no assurance that hypothetical returns or projections can be realized, that forward-looking statements will materialize or that actual returns or results will not be materially different than those 
presented.

PH&N Institutional is the institutional business division of RBC Global Asset Management Inc. (RBC GAM Inc.). RBC GAM Inc. is the manager and principal portfolio adviser of the Phillips, Hager & North (PH&N) investment funds and RBC 
investment funds. 

RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada (RBC) and includes RBC GAM Inc., RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management (UK) Limited, RBC Global 
Asset Management (Asia) Limited, and RBC Indigo Asset Management Inc., which are separate, but affiliated subsidiaries of RBC.  

®/  Trademark(s) of Royal Bank of Canada.  Used under licence.

© RBC Global Asset Management Inc., 2025. IC2504499
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