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The start of a new year raises questions about the risk and the potential
return of the EUR high yield market. This short update sheds some light on the recent developments and the
PM’s view on it.

EUR HIGH YIELD DEBT MARKET IN GOOD SHAPE...

From a fundamental viewpoint, the EUR high yield debt market looks in decent shape:

The European economy is improving and Europe’s latest manufacturing PMI data remain at a high level. These figures should
provide a positive backdrop for the earnings development of European high yield corporates.

- Default rates are expected to remain low. The 12-month trailing default rate stood at 2.1% in December and rating
agencies are expecting the default rate to stay close to that level next year.
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- Balance sheets remain defensively managed. The re-leveraging cycle has been slow to start in Europe. We believe
that due to the lack of GDP growth above 2%, corporates have refrained from re-leveraging massively.

...BUT MORE VOLATILITY AHEAD

However, we believe that in 2016, markets will be more volatile and increasingly dominated by market technicals such as
fund flows and volatility on the stock exchange.

Currently, some investors are reluctant to take additional exposure to the high yield market due to uncertainty about China
and commodity prices.

We believe that while concerns are mounting in the US high yield market, this should not be the case in the European high
yield market. The US high yield market has a much greater exposure to the energy sector (roughly 13% of the Index vs. only
1.8% in Europe) and, on average, lower ratings than the European high yield market. Thus, it is inherently riskier than the
European market.
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In our opinion, credit risk premiums have reached a new equilibrium that will stabilize around current levels. High yield
securities offer value and current credit risk premiums are discounting a decent default risk and market risk.
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We also believe that 2016 will be more difficult than 2015 due to an increase of idiosyncratic risks. Credit-picking and
portfolio construction will remain key. In our Petercam L Bonds EUR Corporate High Yield portfolio we are currently
overweighting B exposure and avoiding certain sector like metals and mining. We tend to be invested in the 4-7 years
maturity bucket.

DISCLAIMER

The information contained in this document and attachments (hereafter the ‘documents’) is provided for pure information purposes
only.

Present documents do not constitute investment advice nor do they form part of an offer or solicitation for the purchase of shares,
bonds or mutual funds, or an invitation to buy or sell the products or instruments referred to herein.

Applications to invest in any fund referred to in these documents can only validly be made on the basis of the Key Investor Information
Document (KIID), the prospectus and the latest available annual and semi-annual reports. These documents can be obtained free of
charge at Degroof Petercam Asset Management sa, the financial service provider or on the website funds.degroofpetercam.com.

All opinions and financial estimates herein reflect a situation at the date of issuance of the documents and are subject to change without
notice. Indeed, past performances are not necessarily a guide to future performances and may not be repeated.

Degroof Petercam Asset Management sa (“DPAM”) whose registered seat is established Rue Guimard, 18, 1040 Brussels and who is the
author of the present document, has made its best efforts in the preparation of this document and is acting in the best interests of its
clients, without carrying any obligation to achieve any result or performance whatsoever. The information is based on sources which
DPAM believes are reliable. However, DPAM does not guarantee that the information is accurate and complete.

Present documents may not be duplicated, in whole or in part, or distributed to other persons without prior written consent of DPAM.
These documents may not be distributed to private investors and their use is exclusively restricted to institutional investors.



