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Period ending June 21, 2022 
  

 
 

Performance (%)  1 Week MTD Q2 YTD 
SHGF-SDHY USD A Cap (net) -0.10 -3.13 -2.44 -9.43 
ICE BofA US HY Index 0.36 -5.28 -4.51 -12.63 

Relative Capture NM 59% 54% 75% 
 

Key Characteristics YTW MTD Δ YTD Δ   DTW MTD Δ YTD Δ   OAS MTD Δ YTD Δ 
SHGF-SDHY 8.43 1.17 4.26  3.02 0.19 1.24  496 51 166 
ICE BofA US HY Index 8.49 1.36 4.17  4.55 0.00 0.74  506 84 196 

 

Day ending June 21, 2022 

Market participants continue to debate the probability of a recession given the Fed’s commitment to taming inflation and 
increasingly negatively surprising economic data.  Mutual fund outflows continue to put pressure on the market although 
risk is generally clearing. That said, smaller sized issues remain somewhat frozen in some cases for lack of focus generally 
and remain susceptible to sharp price decline as sellers lose patience or are otherwise forced to sell. After outperforming 
for the last 5+ months, Energy is starting to get hit as oil trades off on recessionary concerns. We are going to move to less 
frequent communications until and/or unless the general themes in the market change.   
 

SHGF-SDHY: Sector US High Yield Index: Sector 

MTD   

Average 
Weight (%) 

Total 
Return (%) 

Contribution 
to Return (%)  MTD   

Average 
Weight (%) 

Total 
Return (%) 

Contribution 
to Return (%) 

Retail 3.7 -0.09 -0.01  Capital Goods 6.1 -4.36 -0.27 

Automotive 6.7 -2.47 -0.16  Banking 1.3 -4.50 -0.06 

Leisure 4.9 -2.61 -0.13  Energy 13.0 -4.57 -0.60 

            

            

Healthcare 8.6 -4.05 -0.35  Real Estate 3.9 -6.58 -0.26 

Media 8.1 -4.00 -0.32  Financial Services 4.9 -6.37 -0.32 

Transportation 3.8 -3.99 -0.15  Media 8.4 -5.99 -0.50 
 

Prior Day Commentary 

Aside from insurance, every sector in the market was positive.  Healthcare was the big winner, rebounding after a 
difficult week.  Like earlier commentary, we see the sector performance more indicative of larger BB issuers that were 
up more positively on the day dragging their respective sector higher and less about a market reflection of sector risk.   

 

SHGF-SDHY: Rating US High Yield Index: Rating 

MTD 
Average 

Weight (%) 
Total 

Return (%) 
Contribution 
to Return (%)  MTD 

Average 
Weight (%) 

Total 
Return (%) 

Contribution 
to Return (%) 

BBB 2.0 -3.10 -0.06  BBB 0.00 0.00 0.00 

BB 32.2 -2.93 -0.95  BB 52.15 -5.52 -2.87 

B 50.9 -3.58 -1.82  B 36.99 -5.10 -1.89 

CCC 6.9 -4.19 -0.29  CCC 10.86 -4.74 -0.51 

Non Rated 0.5 -0.46 0.00          

Cash 7.5 0.08 0.01          

Factset Return 
USD - Gross of Fees 

100.0 -3.11 -3.11 
 

Total 100.0 -5.28 -5.28 



  

2 
 

Prior Day Commentary 

In the market, BB rated credit was the big winner outperforming Bs by almost 2x while CCCs were modestly negative.  
Interesting that BBs could rally despite modest sell-off in underlying Treasury rates.  Maybe the fact that volatility was 
not large combined with equity market stability allowed for relief bids to fill in on the day.    

 

SHGF-SDHY: Risk US High Yield Index: Risk 

MTD 
Average 

Weight (%) 
Total 

Return (%) 
Contribution 
to Return (%)  MTD 

Average 
Weight (%) 

Total 
Return (%) 

Contribution 
to Return (%) 

Maturities within 3 
years 

27.7 -2.28 -0.62  
More Speculative (ex-
energy) 

14.6 -5.23 -0.76 

Shortest duration (<1) 0.8 -4.22 -0.03  Speculative Energy 2.5 -4.68 -0.12 

Intermediate 
duration (1-2) 

7.1 -3.48 -0.25  Intermediate Risk 15.4 -5.53 -0.85 

Longer duration (2-
3) 

12.4 -3.69 -0.46  
Interest Rate 
Sensitive 

46.4 -6.20 -2.88 

Extended duration 
(>3) 

27.9 -4.28 -1.19  Short Duration 20.9 -3.18 -0.67 

Speculative (9+ YTW) 16.1 -3.47 -0.54          

New Issue & 
Exchanged 

0.4 -3.29 -0.01  
  

      

Cash 7.5 0.08 0.01          

Factset Return 
USD - Gross of Fees 

100.00 -3.11 -3.11  Total 100.00 -5.28 -5.28 
 

Prior Day Commentary 

Unlike prior days the more speculative securities in the market (and the Fund) did not perform the best.  More duration 
was rewarded, which is in line with the rating commentary above as investors seemed to be most attracted to longer 
duration up-in-quality larger issues.   
 

Forward Outlook 
While the Fed met market expectations, the seemingly bigger take away is the window for the soft landing continues 
to get smaller and the probability of recession is increasing.  There remains a compelling argument to be made on both 
sides, which is why spreads remain generally in between a soft-landing scenario and a moderate recession scenario. 
We are currently revising our scenario analysis and will put out a more quantitative assessment in our next weekly 
briefing.  The Fed and the market are going to be highly dependent on the upcoming economic data both as it relates 
to inflation as well as read throughs for future economic growth, which most likely keeps volatility high across risk and 
risk-free assets.     
 
Q1’22 earnings season generally surprised to the upside, with issuers tending to report higher than anticipated EBITDA 
growth and margin expansion despite inflationary pressures. That said, the market has punished earnings misses to a 
greater degree than we have seen in the recent past, and many management teams have become hesitant to supply 
guidance given risks on the horizon. Fortunately, fundamental credit metrics continue to move in the right direction, 
and noise associated with working capital volatility – most prevalent in the capital goods sector – is expected to partially 
subside in the second half of the year. Overall, we are generally encouraged by issuer performance in an admittedly 
difficult operating environment but remain cognizant that individual issuer handling of inflationary headwinds will 
become increasingly disperse in the coming quarters. 
 
Despite the positive overall tone of Q1 earnings, various gauges of recession risk – those derived from economist 
surveys, yield curves, CCC-rated credit spread widening, etc. – all point to some degree of economic contraction 
probability on the horizon, with an average of methods coming very close to the 50% likelihood we measured by a show 
of hands throughout our client engagements in Europe over the last few weeks.  Post recent events, the probability of 
recession has increased.   
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As noted in our recent publications, we continue to expect a 2% default rate by the end of 2023.  If the Fed can 
orchestrate a soft landing, we believe a fair value spread target of ~ 400 bps is defensible. If a moderate recession begins 
to take shape, we think a 6% 2023 default rate is a more reasonable estimate, boosting our fair value spread target to 
~ 600 bps. Consequently, we would expect high yield spreads to remain range-bound until greater clarity is achieved 
and view the path of inflation as being the key driver of sentiment in the coming months.  After Monday’s sell-off, 
spreads widened back out to ~490 bps, again showing the market is pricing in roughly 50:50 for a recession.  That is 
changing daily.     
 
Our portfolios have been generally well positioned for the threat of rising rates but were well offsides for the 
indiscriminate selling of lower rated credit that drove returns during most of May. The opening days of June brought 
some stability to the lower-rated part of the market and a return to pressure on tighter spread better-quality risk, 
providing a lift in relative returns. We have continued to moderate our conviction levels overall, bringing down our high 
conviction weights is some cases and adding higher rated risk with durations inside the duration of the portfolio. Our 
underweight to the Energy sector is a tough headwind as that sector continues to outperform although we are adding 
exposure where possible and targeting risk with similar underlying risk/return profiles where asset owners are 
prescriptive regarding their exposure to high carbon emitting sectors. 
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A Message to Investors 

This performance discussion and outlook (“Commentary”) of SKY Harbor Global Funds (the “Fund”) is provided by SKY Harbor Capital 
Management GmbH, the Fund’s authorized principal distributor, and is designed to be read by institutional investors for marketing and 
summary information purposes only. This material is not intended as an offer or solicitation for the purchase or sale of any security. This 
Commentary does not consider the circumstances, investment objectives, risk tolerances, tax or legal situation of any investor. Investing in 
high yield below-investment-grade corporate debt securities entails risk of loss and may be unsuitable to your circumstances. Past 
performance is not indicative of future results. The information herein is subject to change without notice and is derived or obtained from 
sources believed to be reliable, but SKY Harbor Capital Management GmbH or its affiliates and their respective directors, officers, employees, 
and agents (collectively SKY Harbor) do not warrant its completeness or accuracy except with respect to any disclosures relative to SKY 
Harbor. Forward-looking statements such as our outlook for interest rates, Fed policy, the economy, high yield markets and the like, or our 
intended adjustments to the portfolios within our strategies are subject to inherent risks, biases, and uncertainties that are beyond the 
control of SKY Harbor and may cause actual results to differ materially from the expectations expressed herein. This document does not 
replace, revise or reinterpret the information, risk factors, and other important disclosures set forth in the Fund Prospectus, KIID, Annual 
and Semi-annual reports, which along with other disclosures (collectively, “Offering Materials”) are available without charge from the 
following sources: (i) SKY Harbor Capital Management GmbH, located at: 4 an der Welle, 60322 Frankfurt, Germany; (ii) JPMorgan Bank 
Luxembourg S.A., the Fund’s transfer agent, fund accountant and custodian located at: 6, route de Trèves, L-2633 Senningerberg, 
Luxembourg; (iii) online at the Fund’s website at www.skyharborglobalfunds.com; or (iv) from the Swiss Representative (see below). It is 
every investor’s responsibility to read with care the Fund Offering Materials before investing. SKY Harbor Global Funds is established and 
registered for public distribution in Luxembourg. The Fund is also registered for public distribution in a number of jurisdictions in Europe. 
Refer to Fund’s website for a more complete listing of registered jurisdictions. The Fund may not be sold in jurisdictions where the Fund is 
not registered unless an applicable exemption from registration exists such as under a private placement regime. The Fund is not registered 
under the US Securities Act of 1933 nor the US Investment Company Act of 1940 and may not be offered or sold in the United States (or to 
a US person) absent registration or an applicable exemption from the registration requirements. SKY Harbor disclaims any liability or 
responsibility for any transaction in the Fund’s shares by investors or sub-distributors not in compliance with law. Further information is 
available on request from your SKY Harbor relationship contact or by email at info@skyhcm.com.  
 
The ICE BofA Index data referenced herein is the property of ICE Data Indices, LLC (“ICE BofA”) and/or its licensors and has been licensed for 
use by SKY Harbor. ICE BofA PERMITS USE OF THE ICE BofA INDICES AND RELATED DATA ON AN "AS IS" BASIS, MAKES NO WARRANTIES 
REGARDING SAME, DOES NOT GUARANTEE THE SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/OR COMPLETENESS OF THE 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 SKY HARBOR OR ANY OF ITS PRODUCTS OR SERVICES. 
 
 
 

Supplementary Information for Swiss Investors 

This document is designed primarily for institutional investors for marketing, advertising, and information purposes only and is not intended 
as an offer or solicitation for the purchase or sale of any security. The foregoing additional disclaimers shall also apply to Swiss investors. 
The state of the origin of the fund is Luxembourg. In Switzerland, the Swiss Representative is ACOLIN Fund Services AG, Leutschenbachstrasse 
50, CH-8050 Zurich, whilst the paying agent is Banque Cantonale Vaudoise, Place Saint-François 14, 1001 Lausanne, Switzerland. The 
Prospectus, the Key Investor Information Documents, the articles of incorporation as well as the annual and semi-annual reports may be 
obtained free of charge from the Swiss Representative. Past performance is no indication of current or future performance. The performance 
data do not take account of the commissions and costs incurred on the issue and redemption of units. 
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