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      At a glance 
 

Performance  Contributors/detractors  Outlook 
The Fund returned 0.01%, the 
Index returned 0.40% and the 
Sector returned 0.20%.  

 Security selection drove 
underperformance during the month. 
Sector allocation made a small 
positive contribution. 
  

 While valuations appear tight, strong 
technicals and robust earnings could 
potentially extend the rally in high 
yield bond markets, but we feel 
caution is warranted. 
  

     
    Portfolio management 

 

 

  

 

  

 Tom Ross, CFA Tim Winstone, CFA 
   
 
 

  Marketing communication 
Past performance does not predict future returns. 
References made to individual securities do not constitute a recommendation to buy, sell or hold any security, investment strategy or 
market sector, and should not be assumed to be profitable. Janus Henderson Investors, its affiliated advisor, or its employees, may 
have a position in the securities mentioned. 
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Investment environment 

 The European high yield bond market made a small 
positive return in February, and excess returns were 
positive. 

 European high yield bond spreads continued to tighten 
over the month, although government bond yields fell 
(and prices rose) as the prospect of early interest rate 
cuts faded. The German 10-year bund yield rose 25 
basis points (bps) to 2.41%. This was driven by signs 
of continued US economic resilience and central bank 
messaging. 

 Minutes from the European Central Bank (ECB)'s 
January meeting suggested officials were more 
positive about inflation returning to more benign levels 
but stressed caution over any premature rate cuts. 

 The euro area annual inflation rate eased to 2.6% in 
February, from 2.8% in January. There were also signs 
of an improvement in business activity with the 
services purchasing managers' index (PMI) rising to 
50.2 in February from 48.4 in January (any reading 
above 50 indicates growth while a reading below 50 
indicates contraction). By contrast, the manufacturing 
purchasing managers' index (PMI) contracted over 
February. 

 In the US, high yield bond spreads tightened, while 
government bond yields rose. Minutes from the US 
Federal Reserve (Fed)'s most recent meeting 
suggested a reluctance to ease rates until there is 
evidence of strong disinflation momentum. This, 
alongside better-than-expected macroeconomic data, 
solidified investors' expectations of rate cuts later in the 
year. As a result, over 60 bps of rate cuts in 2024 were 
priced out in February. 

 In terms of ratings, there was a compression theme, 
with lower-quality CCC-rated bonds outperforming, 
followed by B-rated bonds. Higher-quality BB-rated 
bonds lagged. In terms of sectors, non-financials 
outperformed financials. In non-financials, spreads in 
energy, retail and leisure tightened the most, while 
media, telecommunications, utilities and basic industry 
underperformed. 

Portfolio review 

Security selection drove underperformance during the 
month. Sector allocation made a small positive contribution. 

At the sector level, underweight positions in transportation 
and consumer goods detracted from returns, while an 
underweight position in technology and electronics 
contributed positively. Security selection in real estate, 
capital goods and telecommunications hurt returns, 
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although security selection in basic industry and retail 
contributed positively. 

At the issuer level, overweight positions in metal can 
packaging company Ardagh Metal Packaging and 
European REIT Aroundtown detracted from performance, 
as did not holding pharmaceutical company Catalent. An 
overweight position in UK telecommunications firm Virgin 
Media also hurt returns. Virgin Media's bonds performed 
very well in the recent rally, but gave back some 
performance in February following a disappointing 
earnings report for the fourth quarter. 

More positively, not holding technology firm Atos, real 
estate company Heimstaden and French satellite operator 
Eutelsat added to relative returns. Overweight positions in 
personal care product company Ontex and UK 
supermarket group Asda contributed to performance. An 
overweight position in UK housebuilder Miller Homes also 
added to returns, with the company benefiting from the 
improving interest rate environment. 

Manager outlook 

Global disinflation, resilient US economic growth, and 
expectations of lower interest rates have coincided with a 
diminished risk of a shock to corporate earnings and a 
slightly better outlook for access to capital. Positives for 
credit include attractive all-in yields, increasing 
diversification benefits vis-à-vis equities as inflation falls, 
and the prospect of cash in money market funds shifting 
into bonds. However, expectations around interest rate 
cuts were pushed back further in February, once again 
highlighting the rates volatility we can expect this year and 
the possibility of spill-over into spread markets. 

New deal activity was subdued in February, although 
demand remained very strong, particularly in the European 

high yield bond market. This continues to be a positive 
technical for the asset class. However, as we navigate 
expectations around interest rate cuts and an approaching 
maturity wall, we remain cautious on companies with 
increasing leverage and lower interest rate coverage ratios, 
but positive on companies that continue to have 
reasonably good interest cover ratios and strong free cash 
flow measures. 

The deterioration in credit ratios is mild. However, default 
rates seem likely to peak at relatively low levels, with a 
slightly higher default rate in the US given it has a lower-
quality high yield bond market than Europe. Distress is 
concentrated in the real estate, telecommunications, media 
and pharmaceutical sectors. Shifting work habits, debt 
loads and higher financing costs explain the problems in 
real estate, whereas the media sector has been struggling 
from weakness in cable operators and a general softening 
in advertising. 

In this macroeconomic and credit environment, where 
trajectory is uncertain and tail risks significant, we continue 
to draw on the expertise of our credit research team to 
select what we see as attractively priced, high-quality 
issues while also managing upside potential and downside 
risks in the portfolio. We feel a discriminating approach to 
security selection, combined with nimbleness in adding or 
removing risk from the portfolio, will be key to deliver 
attractive risk-adjusted returns. 
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Performance (%) 

    

Returns 

Cumulative  Annualised 
1 

Month 
3 

Month YTD 
1  

Year  

3  
Year 

5  
Year 

10 
Year 

A2 EUR (Net) with sales 
charge -4.99 -0.82 -3.87 3.05  -2.75 0.33 2.41 

Index 0.40 4.26 1.35 10.04  0.86 2.49 3.30 

Sector 0.20 3.51 0.88 8.36  0.31 1.50 2.32 

A2 EUR (Net) 0.01 4.40 1.19 8.47  -1.07 1.36 2.94 
          Calendar year 2023  2022  2021  2020  2019  

A2 EUR (Net) 10.38 -14.39 2.04 2.44 11.63 

Index 12.04 -11.72 3.31 2.69 10.76 

Sector 9.63 -10.44 2.54 0.90 8.82 
       
Performance is on a net of fees basis, with gross income reinvested. Source: at 
29/02/24. © 2024 Morningstar, Inc. All rights reserved. The information contained 
herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not 
be copied or distributed; and (3) is not warranted to be accurate, complete, or 
timely. Neither Morningstar nor its content providers are responsible for any 
damages or losses arising from any use of this information. Past performance 
does not predict future returns. The value of an investment and the income 
from it can fall as well as rise and you may not get back the amount 
originally invested. 
Fund charges will impact the value of your investment. In particular, the ongoing 
charges applicable to each fund will dilute investment performance, particularly 
over time. For further explanation of charges please visit our Fund Charges page 
at www.janushenderson.com. 
Note that any differences among portfolio securities currencies, share class 
currencies and costs to be paid or represented in currencies other than your 
home currency will expose you to currency risk. Costs and returns may increase 
or decrease as a result of currency and exchange rate fluctuations. 
 

 
Past performance does not predict future 
returns. 
 Fund details 

Inception date 19 November 2012 
Total net assets €323.90m 
Asset class Fixed Income 
Domicile Luxembourg 
Structure SICAV 
Base currency EUR 

Index 

ICE BofA European 
Ccy Non-Financial High 
Yield Constrained Index 

(100% Hedged) 
Morningstar sector EUR High Yield Bond 
SFDR category Article 8 
   
In accordance with the Sustainable Finance 
Disclosure Regulation, the Fund is classified as 
Article 8 and promotes, among other 
characteristics, environmental and/or social 
characteristics, and invests in companies with 
good governance practices. 
 Investment objective 
The Fund aims to provide a return, from a 
combination of income and capital growth over 
the long term. The Fund invests at least 70% of 
its assets in high yield (non-investment grade, 
equivalent to BB+ rated or lower) corporate 
bonds, denominated in Euros or Sterling. The 
Fund may invest up to 20% of its net assets in 
contingent convertible bonds (CoCos).  
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  Fund specific risks 
When the Fund, or a share/unit class, seeks to mitigate exchange rate movements of a currency relative to the base currency (hedge), 
the hedging strategy itself may positively or negatively impact the value of the Fund due to differences in short-term interest rates 
between the currencies. The Fund could lose money if a counterparty with which the Fund trades becomes unwilling or unable to meet 
its obligations, or as a result of failure or delay in operational processes or the failure of a third party provider. CoCos can fall sharply in 
value if the financial strength of an issuer weakens and a predetermined trigger event causes the bonds to be converted into 
shares/units of the issuer or to be partly or wholly written off. An issuer of a bond (or money market instrument) may become unable or 
unwilling to pay interest or repay capital to the Fund. If this happens or the market perceives this may happen, the value of the bond 
will fall. When interest rates rise (or fall), the prices of different securities will be affected differently. In particular, bond values generally 
fall when interest rates rise (or are expected to rise). This risk is typically greater the longer the maturity of a bond investment. The 
Fund invests in high yield (non-investment grade) bonds and while these generally offer higher rates of interest than investment grade 
bonds, they are more speculative and more sensitive to adverse changes in market conditions. Some bonds (callable bonds) allow 
their issuers the right to repay capital early or to extend the maturity. Issuers may exercise these rights when favourable to them and 
as a result the value of the Fund may be impacted. If a Fund has a high exposure to a particular country or geographical region it 
carries a higher level of risk than a Fund which is more broadly diversified. The Fund may use derivatives to help achieve its 
investment objective. This can result in leverage (higher levels of debt), which can magnify an investment outcome. Gains or losses to 
the Fund may therefore be greater than the cost of the derivative. Derivatives also introduce other risks, in particular, that a derivative 
counterparty may not meet its contractual obligations. If the Fund holds assets in currencies other than the base currency of the Fund, 
or you invest in a share/unit class of a different currency to the Fund (unless hedged, i.e. mitigated by taking an offsetting position in a 
related security), the value of your investment may be impacted by changes in exchange rates. Securities within the Fund could 
become hard to value or to sell at a desired time and price, especially in extreme market conditions when asset prices may be falling, 
increasing the risk of investment losses. Some or all of the ongoing charges may be taken from capital, which may erode capital or 
reduce potential for capital growth.  
  

    

 
  FOR MORE INFORMATION PLEASE VISIT JANUSHENDERSON.COM 
     

 
Source: Janus Henderson Investors, as at 29 February 2024, unless otherwise noted.  
Issued in Singapore by Janus Henderson Investors (Singapore) Limited, licensed and regulated by the Monetary Authority of 
Singapore, Company Registration No. 199700782N. This advertisement has not been reviewed by the Monetary Authority of 
Singapore. The content herein is produced for information purposes only and does not constitute investment advice or as an offer to 
sell, buy or a recommendation for any security. Janus Henderson Investors is not responsible for any unlawful distribution of this 
document to any third parties, in whole or in part, and do not make any warranties with regards to the results obtained from its use. In 
preparing this document, Janus Henderson Investors has reasonable belief to rely upon the accuracy and completeness of all 
information available from public sources. Past performance does not predict future returns. Investing involves risk, including 
the possible loss of principal and fluctuation of value. The Fund may employ investment techniques and instruments for 
investment purposes, such as trading in futures, options and swaps and other financial derivative instruments. This document has been 
prepared by Janus Henderson Investors (Singapore) Limited, the Singapore Representative of the Fund. The Fund is distributed by 
authorised distributors. The prospectus and Product Highlights Sheet (“PHS”) of the Fund are available and may be obtained from the 
Singapore Representative’s office and the authorized distributors’ offices. Investors should read the prospectus and PHS before 
deciding whether to invest in the shares of the Fund. Investors are warned that they should only make their investments based on the 
most recent offering documents which contains information about fees, expenses and risks, which is available from appointed 
intermediaries, and which should be read carefully. An investment in the Fund may not be suitable for all investors and is not available 
to all investors in all jurisdictions; it is not available to US persons. The rate of return may vary and the principal value of an investment 
will fluctuate due to market and foreign exchange movements. Shares, if redeemed, may be worth more or less than their original cost. 
Investors are advised to consult your intermediary who will give you advice on the product suitability and help you determine how your 
investment would be consistent with your own investment objectives. The investment decisions are yours and an investment in the 
Fund may not be suitable for everyone. If in doubt, please contact your intermediary for clarification. Portfolio holdings are subject to 
change without notice. © 2024 Morningstar. All Rights Reserved. CFA® and Chartered Financial Analyst® are trademarks owned by 
CFA Institute. Janus Henderson is a trademark of Janus Henderson Group plc or one of its subsidiary entities. ©Janus Henderson 
Group plc.  


