Global high yield quarterly

Insights
Q32025

Resilient returns in a soft-landing scenario

Executive Summary

e Global HY saw a positive Q3 on
resilient growth and Fed easing.

o Defaults fell, high issuance was
mostly for debt rollover, and inflows
stayed strong.

« Yields remain appealing, though
spreads sit in the richest decile.

Performance/market highlights

Global high-yield spreads remained near record lows,
delivering positive quarterly returns amid strong US
growth, resilient consumer spending, and a pre-emptive
Fed rate cut. Investors anticipate a soft landing, with
only mild weakness in late 2025 and growth rebounding
by early 2026. Risk-on sentiment has prevailed, lifting
growth and income assets, led by the S&P 500’s

14.8% YTD gain.

Figure 1: Total returns of high yield in recent periods

Returns 3m(%) | 6m(%) | 12m (%) | YTD (%)
Global HY ($-Unhedged) 2.46 7.35 8.24 9.48
Global HY ($-Hedged) 261 5.80 7.66 7.09

Spread Return 1.44 3.23 3.96 2.48

Treasury Return 1.17 2.57 3.70 4.61
Global HY (€-Hedged) 1.98 4.54 5.58 5.42
Global HY (£-Hedged) 255 5.68 7.61 7.03

Source: State Street Investment Management, BofA.
As of 30 September 2025. Past performance is not a reliable
indicator of future performance.
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Figure 2: High yield market spread moves
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Source: State Street Investment Management, BofA.
As of 30 September 2025. Past performance is not a reliable
indicator of future performance.

The trailing 12-month default rate for Global HY was
1.6%, continuing its slow downtrend over the last

couple of years. High Yield capital markets saw strong
activity in 3Q with refinancing leading in terms of use of
proceeds, totalling 3/4ths of gross volume. Support in
the form of investor interest continued, with YTD flows
for US HY totalling $14.9bn and for Euro HY it was €8bn.

Outlook

The “Goldilocks” narrative of moderate economic
slowdown without a sharp downturn remains the market
consensus, supported by softening labour data and
expectations of Fed easing. This backdrop should
continue to limit macro downside, especially if trade-
related disruptions remain modest.

High yield credit remains resilient, underpinned by
solid corporate fundamentals, attractive all-in yields



around 6.5%, and a manageable maturity profile. Conclusion
The absence of aggressive issuer behaviour in this

cycle further supports the sector, even as spreads Global High Yield remains well-positioned for total
remain tight by historical standards. return-focused investors, with elevated yields offering

attractive carry and rolldown. However, tight spreads
We believe elevated yields offer a meaningful buffer suggest limited excess risk premium.

against any bouts of spread widening, positioning high
yield as a relatively stable income-generating asset
class in the current shallow default environment.

Figure 3: Recent issuance in the last 3 years has largely been to refinance (US HY)
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Source: State Street Investment Management, Pitchbook/LCD, BoFA. As of 30 September 2025.
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About State Street Investment
Management

At State Street Investment Management, we have
been helping to deliver better outcomes to institutions,
financial intermediaries, and investors for nearly half a
century. Starting with our early innovations in indexing
and ETFs, our rigorous approach continues to be
driven by market-tested expertise and a relentless
commitment to those we serve. With over $5 trillion in
assets managed*, clients in over 60 countries, and a
global network of strategic partners, we use our scale
to create a comprehensive and cost-effective suite of
investment solutions that help investors get wherever
they want to go.

* This figure is presented as of June 30, 2025 and includes ETF AUM
of $1,689.83 billion USD of which approximately $116.05 billion USD
in gold assets with respect to SPDR products for which State Street
Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the
marketing agent. SSGA FD and State Street Investment Management
are affiliated. Please note all AUM is unaudited.
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State Street Global Advisors (SSGA) is now State Street Investment Management.
Please go to statestreet.com/investment-management for more information.

The whole or any part of this work may not be reproduced, copied or transmitted or any
of its contents disclosed to third parties without SSGA’s express written consent.

The information provided does not constitute investment advice as such term is
defined under the Markets in Financial Instruments Directive (2014/65/EU) or applicable
Swiss regulation and it should not be relied on as such. It should not be considered a
solicitation to buy or an offer to sell any investment. It does not take into account any
investor’s or potential investor’s particular investment objectives, strategies, tax status,
risk appetite or investment horizon. If you require investment advice you should consult
your tax and financial or other professional advisor.

Allinformation is from SSGA unless otherwise noted and has been obtained from
sources believed to be reliable, but its accuracy is not guaranteed. There is no
representation or warranty as to the current accuracy, reliability or completeness of, nor
liability for, decisions based on such information and it should not be relied on as such.

Bonds generally present less short-term risk and volatility than stocks, but contain
interest rate risk (as interest rates raise, bond prices usually fall); issuer default risk;
issuer credit risk; liquidity risk; and inflation risk. These effects are usually pronounced
for longer-term securities. Any fixed income security sold or redeemed prior to maturity
may be subject to a substantial gain or loss.
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Investing in high yield fixed income securities, otherwise known as “junk bonds”,

is considered speculative and involves greater risk of loss of principal and interest
than investing in investment grade fixed income securities. These Lower-quality debt
securities involve greater risk of default or price changes due to potential changes in
the credit quality of the issuer.

The trademarks and service marks referenced herein are the property of their
respective owners. Third party data providers make no warranties or representations of
any kind relating to the accuracy, completeness or timeliness of the data and have no
liability for damages of any kind relating to the use of such data.

This communication is directed at professional clients (this includes eligible
counterparties as defined by the appropriate EU regulator) who are deemed both
knowledgeable and experienced in matters relating to investments. The products
and services to which this communication relates are only available to such persons
and persons of any other description (including retail clients) should not rely on this
communication.

The information contained in this communication is not a research recommendation
or ‘investment research’ and is classified as a ‘Marketing Communication’ in
accordance with the applicable regional regulation. This means that this marketing
communication (a) has not been prepared in accordance with legal requirements
designed to promote the independence of investment research (b) is not subject to
any prohibition on dealing ahead of the dissemination of investment research.
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