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Quiz…
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Global High Yield Bonds - Cumulative 
Performance

-2.77% 

Source: RBC GAM, ICE BofAML Global High Yield Index - USD Hedged Returns. As of December 31, 2022
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Quiz…

Answer: +14.94%1
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-2.77% 

Source: RBC GAM ICE BofAML Global High Yield Index - USD Hedged Returns. As of December 31, 2022

+14.94% 

1 Based on eVestment database. Event Driven – Multi-Strategy category, USD
Source: RBC GAM, ICE BofAML, eVestment, as of 31 December, 2022 



Introduction to the asset class
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Examples of investment types
Event Driven/Special Situations Credit 

1 Internal Rate of Return (IRR) values are gross of fee and are targets only and based on certain facts and assumptions. No representation is being made that these targets are likely to be achieved.
Source: RBC GAM, as of June 30, 2023

Stressed Distressed Credit Shorts

• Intrinsically cheap bonds 
or bank debt

• Likely still paying 
interest/coupons

• Prices expected to revert 
to par

• Bonds or bank debt 
trading at deep 
discounts

• Need 
financial/operational 
restructurings

• Commonly involves 
debt-for-equity swaps

• Bonds which are expensive 
to intrinsic value

• Over-leveraged, secular 
pressures, operational 
challenges

• Opportunities identified 
through coverage of high 
yield markets

Hold period: 3-24 months
Expected IRRs1: 12-20%

Hold period: 6-24 months
Expected IRRs1: 20-30%

Hold period: 3-12 months
Expected IRRs1: 15-20%
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Characteristics of Event Driven Credit investing
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Potential for high risk adjusted returns with low correlation 
to traditional markets

Sourcing

1
Bottom-up Analysis

Legal 
Financial 
Industry2

Experience

3

Positions often senior in the capital structure and secured  

Focus on capital preservation 

Active involvement in restructuring processes

Investments with asymmetric risk profiles



Market opportunity
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Special situations and company-specific events can occur in all market environments

What creates opportunities?

Idiosyncratic opportunities
Stressed/distressed credit 

opportunities exist at all points of 
the credit cycle

Sector stress
Specific sectoral issues causing 

distress in whole sectors at specific 
moments in time

Economic cycles
Economic downturns causing a 
reduction in aggregate demand 

and increasing corporate defaults

Structural Illiquidity
Volatility in credit markets caused 
by consensus positioning and by 
lack of dealer inventory

Secular change
Changes in economic behavior or 
consumption habits causing stress 
and corporate bankruptcies

What creates 
opportunities?

Source: RBC GAM
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Companies are facing a “perfect storm”

Opportunities have been increasing

Notes: 1 Source: RBC GAM, Bloomberg, latest monthly data for June 30, 2023, Global GDP-weighted CPI. 2 Source: RBC GAM, Bloomberg; as of June 30, 2023 
Source: RBC GAM, Bloomberg, as of June 30, 2023

Residual effects of Covid-19 including:
• Higher leverage

• Reduced profit capabilities

• Supply distributions

Energy, commodity and wage inflation

Cost-of-living crisis

Increasing interest rates

War/geopolitical tensions

Mini banking crisis

Tightening lending standards

Unsupportable cost of financing 
-2
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The environment is rich for new opportunities

Market size has grown dramatically and defaults are expected to rise

For illustrative purposes only. There is no assurance that any of the trends depicted or described herein will continue.
LHS – Bloomberg, as at July 31, 2023. LHS: Indices = ICE BofA European Currency High Yield Constrained Index (EUR) and Morningstar European Leveraged Loan Index. RHS: Indices ICE BofA US High Yield 
Index (USD) and Morningstar LSTA US Leveraged Loan Index RHS – Moody’s Investor Services, as at June 30, 2023
Source: RBC Global Asset Management, as at July 31, 2023

High Yield and 
Leveraged Loan market size (U.S.)

Moody’s Actual and 
Predicted Default Rates (U.S.)
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U.S. corporate bankruptcies are at recent highs

What are we seeing so far this year

As of July 6th 2023
Source: S&P Global, RBC BlueBay Asset Management
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Opportunities in practice
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Investment Example 

Offshore service vessels

Market-implied valuation of 
vessels USD $23 million

Our independent valuation of 
vessels USD $80 million
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The information provided should not be deemed a recommendation to buy or sell any security or financial instrument.
Past performance is not indicative of future results.  
Source: Bloomberg, RBC GAM, as of June 30, 2023

Estimated Floor Value (scrap)

1
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Investment Example 1

Offshore service vessels

Outcome

Hold Period 28 months

Cash-on-Cash Return 6.3x (+247% IRR)
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Investment Example 

Source: RBC Global Asset Management, Bloomberg, as at 25 April 2023. Note: 1 The internal rates of return (“IRRs”) presented on a “gross” basis do not reflect any management and performance fees, carried interest, if relevant, taxes or allocable expenses borne 
by investors, which in the aggregate may be substantial. Past performance is not indicative of future results. The information provided is to illustrate the investment process of the European Special Situations Strategy and should not be deemed a recommendation to 
buy or sell any security or financial instrument. No representation is made that any targets or objectives will be achieved, in whole or in part.

2

Operational challenges
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Covid
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Investment IRR (gross) 1 25% Mid case

Cash-on-Cash Returns 1.7x Mid case

Refrigerator & glass products manufacturer



Implementation 
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Expected Long-Term Volatility

Potential to improve long-term return while reducing volatility

Portfolio implementation

35%

10%27.5%

27.5%

Adding Event Driven Credit to a portfolio
(10% allocation) 

Improve 
projected risk 

and return

1 Refer to appendix for modeling assumptions and disclosures.
2 CVaR95 which represents the expected loss during the worst 5% of return outcomes.
Hypothetical performance analyses are for illustrative purposes only and there is no guarantee that hypothetical returns or projections will be realized.

40%

30%

30%

Baseline 

Add 
10% EDC

Universe Bonds
Event Driven Credit (EDC)

Global Equities
Canadian Equities

Modeled Expectations1 Baseline Add 10% EDC

Long Term Return 6.9% 7.2%

Annual Downside Risk2 -15.0% -15.1%

Annual Volatility 9.1% 8.8%

Sharpe Ratio 0.44 0.49
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Key Considerations

Volatility creates opportunity

Unique profile, behaves differently and complementary to traditional assets

Less liquidity than traditional assets

Added governance complexity

Manager skill & network very important 

Capitalize on market inefficiencies and asymmetric risk/reward



Questions?
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1 Expected returns are modeled net of fees.
Expected risk, return, and volatility values are for illustrative purposes only and are not guaranteed. No representation is being made that the funds will or are likely to achieve returns similar to those shown.
Capital market assumptions represent the views of RBC GAM for the purposes of illustrating and understanding the potential risk-reward trade-off of different portfolio decisions and are established by 
considering a variety of qualitative and quantitative sources of information including: different forecasting models; internal and external research; existing and implied future conditions as priced by capital 
markets; and internal views of our fund managers. Expected long term annualized returns are for a 10 year forecast time horizon. Volatilities, downside risk and correlations are estimated from historical data 
and adjusted as required to reflect future market conditions. Investors should be aware of the limitations using forward-looking assumptions in that there is absolutely no guarantee that future performance will 
occur according to any ex-ante expectation.

Capital Market Assumptions, Q2 2023

Assumptions and Disclosures

Asset Classes Representative Data Series Expected Long 
Term Return

Expected Annual 
Volatility

Expected Annual 
Downside Risk

Universe Bonds FTSE Canada Universe Bond Index 3.7% 4.4% -6.3%

Canadian Equities S&P/TSX Composite Index 9.1% 16.8% -27.0%

Global Equities MSCI World Index (CAD) 7.9% 14.4% -24.7%

Event-Driven Credit Strategy1 BlueBay Event-Driven Credit Strategy (GBP) 8.9% 8.3% -15.4%

Correlations
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Event-Driven Credit Strategy 0.0 0.7 0.4 1
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Disclaimer

This presentation is intended for institutional investors only.

This document has been provided by PH&N Institutional for information purposes only and may not be reproduced, distributed or published without the written consent of PH&N Institutional. It is not intended to provide 
professional advice and should not be relied upon in that regard.

PH&N Institutional takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when printed. PH&N Institutional reserves the right at any time and without notice to 
change, amend or cease publication of the information.

Information obtained from third parties is believed to be reliable, but no representation or warranty, express or implied, is made by PH&N Institutional, its affiliates or any other person as to its accuracy, completeness or 
correctness. We assume no responsibility for any errors or omissions.

This information is not intended to be an offer or solicitation to buy or sell securities or to participate in or subscribe for any service. No securities are being offered, except pursuant and subject to the respective offering 
documents and subscription materials, which shall be provided to qualified investors. This document is for general information only and is not, nor does it purport to be, a complete description of an investment in any RBC, 
PH&N or BlueBay funds. If there is an inconsistency between this document and the respective offering documents, the provisions of the respective offering documents shall prevail.

Investments in alternative funds are speculative and involve significant risk of loss of all or a substantial amount of your investment. Alternative funds may: (i) engage in leverage and other speculative investment practices 
that may increase the risk of investment loss; (ii) can be highly illiquid; (iii) are not required to provide periodic pricing or valuation information to investors; and (iv) are not subject to the same regulatory requirements as 
prospectus-offered mutual funds. In assessing the suitability of this investment, investors should carefully consider their personal circumstances including time horizon, liquidity needs, portfolio size, income, investment 
knowledge and attitude toward price fluctuations. Investors should consult their professional advisors and consultants regarding any tax, accounting, legal or financial considerations before making a decision as to whether 
the funds mentioned in this material are a suitable investment for them. 

Commissions, trailing commissions, management fees and expenses all may be associated with the funds mentioned in this presentation. Please read the offering materials for a particular fund before investing. The 
performance data provided are historical returns, they are not intended to reflect future values of any of the funds or returns on investment in these funds mentioned in this presentation. Further, the performance data 
provided assumes reinvestment of distributions only and does not take into account sales, redemption, distribution or optional charges or income taxes payable by any unitholder that would have reduced returns. The unit 
values of non-money market funds change frequently. For money market funds, there can be no assurances that the fund will be able to maintain its net asset value per unit at a constant amount or that the full amount of 
your investment in the fund will be returned to you. Mutual fund securities are not guaranteed by the Canada Deposit Insurance Corporation or by any other government deposit insurer. Past performance may not be 
repeated.

The amount of risk associated with any particular investment depends largely on the investor’s own circumstances. Investors should consult their professional advisors/consultants regarding the suitability of the investment 
solutions mentioned in this presentation.

PH&N Institutional is the institutional business division of RBC Global Asset Management Inc. (RBC GAM Inc.). RBC GAM Inc. is the manager and principal portfolio adviser of the Phillips, Hager & North (PH&N) investment 
funds and RBC investment funds. 

RBC Global Asset Management is the asset management division of Royal Bank of Canada (RBC) which includes RBC GAM Inc., RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management (UK) Limited, 
RBC Global Asset Management (Asia) Limited, and BlueBay Asset Management LLP, which are separate, but affiliated subsidiaries of RBC.

®/™ Trademark(s) of Royal Bank of Canada. Used under licence. © RBC Global Asset Management Inc., 2023.
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