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Fund investment review
Market review and outlook
Global high yield (HY) markets continued their positive ‘recovery
phrase’ momentum in the second half of 2020. Global high yield
(GHY) spreads tightened by 232bps over H2, ending the year at
410bps – a retracement of 684bps from the peak in March.
Towards the end of the period, there was a spike in volatility
caused by the sharp rise in Covid-19 cases in the US and Europe.
Despite this, markets maintained a broadly bullish tone due to
vaccine announcements, the favourable US election result and
avoidance of a ‘no deal’ Brexit.
The raft of monetary and fiscal support measures implemented
by policymakers in H1 successfully averted a liquidity shock, and
the consequences of these measures continued in H2. Firstly, the
pace of defaults was much lower than prior recessionary periods.
US HY saw a modest pick-up in defaults in 2020, with a year-end
default rate of 6.8% with some already-troubled names in retail
and energy falling by the wayside after years of struggles.
Defaults in European HY were relatively largely subdued, with a
full-year default rate of 3.3% and recovery rates of 54%, well
above the long-term average. Secondly, as the measures kept
capital markets wide-open for companies, the record pace of
issuance continued unabated in US markets while European
markets made up for a subdued H1.

High Yield gross issuance
US High Yield: gross issuance

European High Yield: gross issuance

Source: Bloomberg; latest monthly data for December 2020
For illustrative purposes only. There is no assurance that any of the trends depicted or
described herein will continue
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We remain constructive on the outlook for the HY
asset class due to the combination of recovering
credit quality and the dearth of options available to
asset allocators. Valuations are in a tighter range,
though (in our view) still appealing due to positive
technical factors. Highly accommodative monetary
policy – on top of investors’ need for income – is
maintaining an elevated level of demand for
short-duration HY credit.
Spreads are slightly above where they were a year
ago but we still view them as attractive, as the
underlying asset quality of the investment universe
has meaningfully improved, with a greater tilt
towards BB-rated credits. The rise in virus cases and
the logistical issues surrounding the vaccine rollout
is our key macroeconomic concern; however, for
now, this is counterbalanced by accommodative
financial conditions, given existing policy measures.
Across the market, expectations for gross issuance
remain healthy for 2021, although less than the
record pace of 2020. This is especially true for US
HY, due to a far lower-than-expected volume of
‘fallen angels’. We expect defaults in the US to be
lower this year, though to remain above long-term

averages. We believe European defaults will tick
higher, but from a much lower base.
Across sectors, the best-performing companies in
our view are likely to be those that are flexible
enough to adapt to the technological disruption and
change in consumer behaviour that the crisis has
accelerated a shift towards. The incoming Biden
administration in the US is expected to enact policy
and stimulus measures that favour a lower-carbon
economy. We foresee the scrutiny of ESG
integration across business models by investors to
be an important differentiator at a single credit
basis.
Portfolios are positioned to be overweight risk and
we continue to rotate into issuers from more
cyclical and moderately Covid-exposed sectors. At
the same time, we remain disciplined in reducing
exposure to names that are trading below our
spread targets. We are cognisant of the wide
disconnect between the real economy and the
constructive tone in HY markets. While
constructively long, we are continuing to actively
avoid companies with questionable business models
in a post-Covid world.

Fund performance
The fund returned +11.90%, gross of fees, over the second half of the year, outpacing the benchmark return of +10.72%
by 118bps. Performance was driven by robust credit selection and rotation into more cyclical sectors, especially during
the fourth quarter. The sector was hit hardest during the first half of the year and was notably the latest sector to
recover pending the announcement of the Covid-19 vaccine in November.
The fund continued to see robust returns from positioning in defensive sectors, in particular the media sector, with
issuers continuing to see favourable earnings despite the global pandemic. US media issuers also saw a boost in
performance in October resulting from the increase in spending during the presidential election.
From a rating perspective, the fund continues to favour overweight B and CCC & below rated issuers, which provided
relative gains over the period. Lower-rated credits outperformed during the latter part of the year, as higher-rated
credits started to become more expensive as spreads tightened and investors’ search for yield by dipping down the
rating spectrum. The overweight positioning more than offset the drag in performance from being underweight BBrated credits.
The energy sector, to which the fund remains significantly underweight due to the associated ESG credentials, was
a large drag on performance in the second half of the year, as oil prices recovered amid positive OPEC negotiations.
The contribution from the energy sector was around flat on a year-to-date basis, with the second half of the year
underperformance reversing the outperformance from the first half of the year.
Past performance is not indicative of future results.
Note: While gross of fee figures would reflect the reinvestment of all dividends and earnings, it would not reflect the deduction of investment
management and performance fees. An investor’s return will be reduced by the deduction of applicable fees which will vary with the rate of return
on the fund. For example, if there was an annualised return of 10% over a 5-year period then the compounding effect of a 0.60% management fee
and a 0.20% performance fee would reduce the annualised return to 9.32% (figures used are only to demonstrate the effect of charges and are not
an indicator of future performance). In addition, the typical fees and expenses charged to a fund will offset the fund’s trading profits. A description
of the specific fee structure for each BlueBay strategy is contained in the fund’s prospectus.
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Fund Environment, Social & Governance (ESG) review
2020 in review and 2021 ESG themes and developments to watch
2020 has been an exceptional and unprecedented
year with the coronavirus being the single biggest
reason for making this so. Triggering a global
pandemic that will fundamentally reshape how
society and the economy operates going forward, it
seems to us inevitable that a ‘new’ normal will be here
to stay.
Whilst many ESG themes were there from 2019, the
Covid-19 pandemic has unquestionably accelerated
these pre-existing trends, with growth in awareness
and inflows towards ESG-related investing on a scale
not seen before, as we reported in our last review.

As thoughts turn to 2021 and what this could
potentially mean for the ESG investing world, make
no mistake, Covid-19 will continue to influence all
aspects of our lives (even when we gain some degree
of control and learn to live with it), and we think this
will be no different when it comes to ESG.
We’ve summarised below some key ESG themes
to watch in 2021. These range in terms of what
they cover with some relating to specific areas of
development, others referring to focus issues or to
certain aspects of financial markets, which we believe
will see the most attention and action.

ESG trends to watch for 2021
Action on ESG policy & regulation: governments, central banks and regulators around the world will continue to take action
to embed ESG factors into law. We’re predicting a particular emphasis on ‘greenifying’ the financial system and designing
fiscal stimulus plans with green recovery as a core feature. Having led the charge in this area, Europe should see some
regulation come into force in 2021. Other regions have indicated that they will most likely follow a similar path in terms
of developing taxonomies and standards. While welcomed, we believe efforts will be most impactful if harmonised and
standardised globally wherever possible to ensure efficient market functionality.
The rise of the 2 Ds – data and disclosure: accelerated by the ESG regulatory push, the need for data – obtained
transparently – is a trend set to continue. Data discussion topics are likely to be dominated by availability, timeliness,
comparability and quality. We expect those who collect, interpret and disseminate data are also set to face closer scrutiny
in 2021. This will impact those who deal with ESG ratings and scores, as well as those who develop disclosure standards. We
are also anticipating the enabling role of technology (big data, AI, geospatial) taking on new importance.
The rise of stewardship: the ‘G’ – or governance – has always been important, but we’re anticipating it having an increasing
emphasis on stewardship factors, which place duties on investors to play their role in enabling a more just and sustainable
future. We’re expecting to see the development of ‘systematic stewardship’ – referring to the rise of systematic ESG risks
and the need for collective action to address them.
Social issues remain in focus: the Covid-19 pandemic brought issues of equality, as well as health and wellbeing, to the fore.
In 2021, we’re expecting to see an ongoing adjustment, with employers experimenting with new flexible models of working
and making a greater effort to engage, motivate and support staff. Efforts will also need to increase in terms of addressing
social justice and inequality more strategically, in our view, with human rights issues moving into the spotlight.
Expanding the ‘E’ – climate, biodiversity and the circular economy: 2021 will not dent global efforts to tackle climate
change and we’re expecting to see more ‘net zero’ pledges as organisations commit to alignment with the Paris Agreement.
With the prospect of a more climate-change friendly US administration under Joe Biden’s leadership, there is renewed
confidence that the world’s largest economy will re-enter the Paris accord and put the US back on a low-carbon path. But
the environmental focus will not be limited to climate, as we expect 2021 will see more strategic efforts to bring in nature
and biodiversity challenges, as well as greater emphasis on promoting a circular economy and greater resource efficiency.
Mainstreaming of ESG fixed income: while ESG has been slowly incorporated into asset classes beyond equities, we believe
2021 is likely to be one where the fixed income market will move more toward centre stage. Engagement efforts expanded
beyond corporate issuers to sovereigns and municipalities during 2020, and we can expect to see more of this to come.
Sustainable finance in the form of the ESG-labelled bond market should continue to surge, as innovation helps align issuers
and investors around their sustainability goals and objectives.
Beyond ESG – impact investing to deliver real-world outcomes: now is the time for a greater emphasis on going beyond
‘business as usual’ to identify actions to deliver real-world outcomes. We predict investment strategies that centre on
positive impact will rise in popularity.
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Increasing alpha opportunities: the business case for ESG investing has been largely dominated by a focus on downside risk
management. But evidence continues to grow for opportunities as a result of ESG, whether it’s through companies offering
sustainability, solution providers seeing greater demand, or simply that ESG progressive issuers are likely to be more
resilient in the long term.

While uncertainty remains as to how 2021 will pan out, all factors suggest to us that ESG investing should
continue to build momentum. The pandemic has firmly dented the ‘it’s too hard’ excuse, as the world has shown
us what is possible regarding the pace and scale of change when faced with an existential threat. We believe the
challenge now will be to ensure we have the right data, tools and framework to deliver on tangible actions. 2021
should – and must – set us on a journey to rebuild society in a green and just way.

Incorporating ESG factors within the Fund’s investment process
Responding to the challenges of climate change
Climate change has remained a focus of BlueBay’s ESG
efforts throughout 2020 and has been implemented in
several ways:
• Industry-level collaborations: continuing to widen
our involvement in external collaborative ESG
initiatives, the first half of this year saw us sign-up
to a number of climate-related ones (such as the
Climate Action 100+ coalition, and be an investor
supporter of the TCFD framework for climate
disclosure). During the second half of 2020, we
also added our support to the Transition Pathway
Initiative (TPI) – a global asset-owner-led initiative
that assesses companies’ preparedness for the
transition to a low-carbon economy, and which
generates insights that we utilises in our investment
research and company engagement efforts.
• We have also lent our support to the start of
a letter-writing campaign co-ordinated by the
Carbon Disclosure Project (CDP), seeking to engage
companies globally to take action on climate change
by adopting science-based targets (SBTs) to limit
global temperature increases to 1.5°C or well below
2°C (under the terms of the Paris Agreement), which
will require keeping global carbon emissions to
net-zero by 2050 or 2070, respectively. Companies

will then be given two years to have their strategy
approved. A report on the impact of the initiative
is planned for May 2021, with results to be used
during the next global climate change conference
(COP26).
• Issuer-level engagement: our discussions with
corporates have included topics on climate such as
in the case of Carpenter Technology, a specialist
steel and metals producer based in the US, on its
actions to reduce carbon emissions and increase
energy efficiency, and with Talen Energy Supply, a
US power producer, which is looking to transition its
fuel mix from fossil fuels into clean and renewable
energy (it is currently not considered eligible for the
strategy given its thermal coal exposure).
• Whilst not directly applicable to this strategy, which
focuses on investments in corporates (although
it does have relevance in terms of the practices
of corporates which operate in the country), we
continued to play an active role engaging with
the Brazilian government on deforestation risks,
particularly in the Amazon. We co-chair the
Investors Policy Dialogue on Deforestation (IPDD),
which has the support of 43 investors with c.USD6
trillion in assets under management.

For information purposes only.
PA G E 4

E S G I N V E S T M E N T R E V I E W F O R T H E B L U E B AY G L O B A L H I G H Y I E L D E S G B O N D F U N D 2 H 2020

Promoting issuer ESG disclosure in the HY market
Our last review reported on our involvement in the
launch of a set of draft ESG disclosure guidelines for
companies in the leveraged finance market by the
European Leveraged Finance Association (ELFA), an
industry trade body that we are a member of. We are
representatives on their ESG Committee, which has
led on developing this resource.
Building on the material, we have participated in
the first of a series of multi-stakeholder workshops
with borrowers across a range of industries, credit
rating agencies and other investors to discuss how
companies are managing and reporting on ESG
matters. The intention is to hold more of such
workshops for borrowers in other sectors, as well
as to engage with other stakeholders, such as legal
advisers, private equity sponsors and debt capital
management organisations, to identify ways to more
effectively streamline ESG information disclosure.

Advancing tailings safety management practices
in the global mining sector
Since 2019, we have been involved in a global
collaborative investor initiative, set up in the wake of
the Brumadinho tailings dam disaster in January to
engage with 600+ companies with mining operations
to better understand their tailings dam exposure and
associated safety management practices. Disclosure
on such matters was sought, with the aims of
establishing an independent tailings dam safety

system, where the classification is based on the safety
risk these represent, a centralised public database
of such information, and development of a global
industry standard on tailings facilities.
We are pleased to share news of the latest
achievement (occurring in August), which was the
establishment of a Global Industry Standard on
Tailings Management. The achievement of a global
standard cannot be understated and will be critical
to driving genuine change in the mining sector. We
believe the innovative multi-stakeholder approach
taken shows what is possible when there is consensus
on the need to act on an important issue such as
tailings safety at a sectoral level, and as such can act
as a model for other initiatives in the future.
In December, a partnership was announced to create
an independent international institute to support
the implementation of the standard. The intention
is to have this institute up and running by the end
of 2021 and for it to be self-financing. Additionally,
the investor group (with USD21 trillion in assets
under management) has written to over 350 mining
companies asking them to confirm on their company
websites their support for the standard and to set
out a timeline for their intended compliance with it.
Such action was taken as take-up at the company level
beyond the largest mining companies will be key to its
success. We are pleased to support such an important
industry initiative.
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BlueBay ESG investment news
PRI annual ESG assessment continues to rate BlueBay’s approach as leading
The annual 2020 PRI reporting cycle, covering the 2019 calendar year, ended in March, with signatories
required to provide an updated overview of their ESG investment efforts. Subsequent to this, we received our
PRI 2020 assessment results in July. A summary of the results is outlined below:
• In the Strategy and Governance module, we maintained our A+ ranking, which was above the median
score of A.
• In the three modules relating to specific fixed-income sub-asset classes (Fixed Income – SSA; Fixed income
– corporate financial; and Fixed income – corporate non-financial), we maintained our A+ ranking in all,
which was above the median score of B for these modules.

BlueBay’s ESG evaluation framework shortlisted for PRI 2020 annual awards
Having submitted an entry to the UN PRI’s annual ESG awards
for our issuer ESG evaluation framework – under the category
of ‘ESG incorporation of the year’ – we are pleased to have been
one of five shortlisted organisations. Whilst we did not win the
category when this was announced in October, we are pleased
with the recognition the PRI has given to our approach. The
PRI awards also include other categories that showcase ESG
investment best practice.
Our proprietary issuer ESG evaluation framework was rolled out firmwide in August 2018. It demonstrates
how we are integrating ESG considerations at the issuer level, across corporates and sovereigns, in our
held investments. It was designed with the fixed income asset class in mind and enables us to differentiate
between the materiality of sustainability risks – distinct from investment risk – while enabling us to
understand the extent to which there is a correlation between the two. The two resulting ESG metrics –
in which the sustainability risk is expressed at the issuer level, while the investment risk is expressed at
the security level – makes it possible to more accurately reflect variations in ESG investment materiality,
depending on the nature of the ESG risk, the maturity of the security, as well as other characteristics, such as
yield and the nature of the capital structure.

BlueBay Global High Yield ESG Bond Fund receives the LuxFLAG ESG Label
In September, the BlueBay Global High Yield ESG Bond Fund was formally
awarded the Luxembourg Finance Labelling Agency (LuxFLAG) ESG Label
for an annual period from 1 October 2020 to 31 September 2021.
LuxFLAG aims to promote raising capital for sustainable investments by awarding a recognisable label to
eligible investment vehicles. It also provides reassurance to investors that investment vehicles carrying the
label incorporate ESG criteria throughout the entire investment process.
More details on the LuxFLAG ESG Label including eligibility criteria can be found on its website.

Stewardship in action – proxy voting
As specialist debt investors, proxy voting is an immaterial activity for BlueBay. However, in the limited
instances where this does occur, we ensure we vote appropriately.
For the 2020 calendar year, there were no instances of proxy voting activities associated with investments
within the fund as there were no occasions where this option was available to us.
Further details regarding our approach to proxy voting can be found within our Proxy Voting Policy, which is
available on the corporate website here.
PA G E 6

F E E D B A C K & C O N TA C T U S

We hope you have found this ESG
briefing useful. To ensure we continue to
meet our investors’ need, we welcome
feedback on how we can improve our
future efforts.

Contact us at:
Email: ESG@BlueBay.com
Post: ESG Investment, BlueBay Asset Management,
77 Grosvenor Street, London W1J 3JR, UK
Tel: + 44(0)20 7389 3775
Website: http://www.BlueBay.com/ESG

Source: BlueBay Asset Management, unless otherwise stated.
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DISCLAIMER

This document may be produced and issued by the following entities: in the European Economic Area (EEA), by BlueBay Funds Management Company S.A.
(the ManCo), which is regulated by the Commission de Surveillance du Secteur Financier (CSSF). In Germany and Italy, the ManCo is operating under a branch
passport pursuant to the Undertakings for Collective Investment in Transferable Securities Directive (2009/65/EC) and the Alternative Investment Fund Managers
Directive (2011/61/EU). In the United Kingdom (UK) by BlueBay Asset Management LLP (BBAM LLP), which is authorised and regulated by the UK Financial
Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC) and is a member of the National Futures Association (NFA) as
authorised by the US Commodity Futures Trading Commission (CFTC). In United States, by BlueBay Asset Management USA LLC which is registered with the SEC
and the NFA. In Switzerland, by BlueBay Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale
de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. The place of performance is at the registered office of the Representative. The courts of the registered
office of the Swiss representative shall have jurisdiction pertaining to claims in connection with the distribution of shares in Switzerland. The Prospectus, the
Key Investor Information Documents (KIIDs), where applicable, the Articles of Incorporation and any other document required, such as the Annual and SemiAnnual Reports, may be obtained free of charge from the Representative in Switzerland. In Japan, by BlueBay Asset Management International Limited which is
registered with the Kanto Local Finance Bureau of Ministry of Finance, Japan. In Australia, BlueBay is exempt from the requirement to hold an Australian financial
services license under the Corporations Act in respect of financial services as it is regulated by the FCA under the laws of the UK which differ from Australian laws.
In Canada, BBAM LLP is not registered under securities laws and is relying on the international dealer exemption under applicable provincial securities legislation,
which permits BBAM LLP to carry out certain specified dealer activities for those Canadian residents that qualify as “a Canadian permitted client”, as such term
is defined under applicable securities legislation. The BlueBay group entities noted above are collectively referred to as “BlueBay” within this document. The
registrations and memberships noted should not be interpreted as an endorsement or approval of BlueBay by the respective licensing or registering authorities.
To the best of BlueBay’s knowledge and belief this document is true and accurate at the date hereof. BlueBay makes no express or implied warranties or
representations with respect to the information contained in this document and hereby expressly disclaim all warranties of accuracy, completeness or fitness for
a particular purpose. The document is intended only for “professional clients” and “eligible counterparties” (as defined by the Markets in Financial Instruments
Directive (“MiFID”) )or in the US by “accredited investors” (as defined in the Securities Act of 1933) or “qualified purchasers” (as defined in the Investment
Company Act of 1940) as applicable and should not be relied upon by any other category of customer.
In the United States, this document may also be provided by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), an SEC registered investment adviser.
RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada (RBC) which includes BBAM LLP, RBC GAM-US, RBC Global
Asset Management (Asia) Limited and RBC Global Asset Management Inc., which are separate, but affiliated corporate entities.
This document has been prepared solely for informational purposes and does not constitute an offer or recommendation to buy or sell any security or investment
product or adopt any specific investment strategy in any jurisdiction. No BlueBay fund will be offered, except pursuant and subject to the offering memorandum
and subscription materials for such fund (the “Offering Materials”). This document is for general information only and is not a complete description of an
investment in any BlueBay fund. If there is an inconsistency between this document and the Offering Materials for the BlueBay fund, the provisions in the
Offering Materials shall prevail. You should read the Key Investor Information Document, where applicable, or the Prospectus carefully before investing in any
BlueBay fund. Recipients are strongly advised to make an independent review with their own advisors and reach their own conclusions regarding the investment
merits and risks, legal, credit, tax and accounting aspects of all transactions.
Past performance is not indicative of future results.
No part of this document may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for
any purpose in any manner without the prior written permission of BlueBay. Copyright 2021 © BlueBay, is a wholly-owned subsidiary of RBC and BBAM LLP
may be considered to be related and/or connected to RBC and its other affiliates.® Registered trademark of RBC. RBC GAM is a trademark of RBC. BlueBay
Funds Management Company S.A., registered office 4, Boulevard Royal L-2449 Luxembourg, company registered in Luxembourg number B88445. BlueBay Asset
Management LLP, registered office 77 Grosvenor Street, London W1K 3JR, partnership registered in England and Wales number OC370085. The term partner
refers to a member of the LLP or a BlueBay employee with equivalent standing. Details of members of the BlueBay Group and further important terms which this
message is subject to can be obtained at www.bluebay.com. All rights reserved.
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