
INVESTMENT OPPORTUNITY
The high-yield market offers elevated income potential for taking on default and liquidity
risk. The asset class has historically had much less interest-rate sensitivity than most other
fixed-rate segments of the bond market. Many investors traditionally have used a bottom-up,
fundamental approach to investing in high yield, which we believe introduces alpha
opportunities for our differentiated, factor-based investment process.

GMO APPROACH

Factor-Based 
Approach:

We employ a distinctive top-down factor-based investment process
that exploits structural inefficiencies combined with a quantitative
process set apart from the dominant fundamental approach in the
asset class.

Focus on Long-
Term Alpha:

GMO High Yield is designed to generate a steady alpha stream
through the credit cycle, resulting in superior long-term, risk-
adjusted potential returns. The portfolio is defensive by
construction, with a tilt towards higher quality sources of alpha.

Liquid and 
Scalable:

The portfolio aims to be more liquid than the average high yield
bond portfolio. An agile portfolio construction process can provide
diversification and replicability at any size.

TOP-DOWN FACTORS
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CONTACT US 
For more information on this product please email us at access@gmo.com or reach out to your relationship manager.
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RESILIENT ALPHA ACROSS MARKET ENVIRONMENTS
While staying fully invested

From 31/3/17 to 30/9/25 | Source: GMO. Performance data quoted represents past performance and is not predictive of future performance. Net returns are presented after the 
deduction of a model advisory fee and a model incentive fee if applicable. Net returns include transaction costs, commissions and withholding taxes on foreign income and capital 
gains and include the reinvestment of dividends and other income, as applicable. Fees paid by accounts within the composite may be higher or lower than the model fees used. 
Gross returns are presented gross of management fees and any incentive fees if applicable. Gross returns include transaction costs, commissions, withholding taxes on foreign 
income and capital gains and include the reinvestment of dividends and other income, as applicable. If management fees were deducted performance would be lower. A GIPS 
compliant presentation of composite performance has preceded this presentation in the past 12 months or accompanies this presentation, and is also available at 
www.gmo.com. Actual fees are disclosed in Part 2 of GMO's Form ADV and are also available in each strategy's compliant presentation. GMO LLC claims compliance with the 
Global Investment Performance Standards (GIPS®). A Global Investment Performance Standards (GIPS®) Composite Report is included in the Important Information section at 
the back of this presentation. GIPS® is a registered trademark owned by CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the 
accuracy or quality of the content contained herein. Actual fees are disclosed in Part 2 of GMO's Form ADV and are also available in each strategy’s Composite Report. 

OUTPERFORMANCE DURING MARKET 
DRAWDOWN

Avg Beta 0.92

CONSISTENT AND STEADY ALPHA IN 
MARKET RALLIES

Avg Beta 1.01

CARRY
Return earned from spread and rolldown 
across cash and synthetic instruments 
if market conditions remain unchanged.

QUALITY

Harvests premium in high quality 
i.e., BB bonds. Factor provides better 
risk-adjusted potential returns through 
lower default rate and less volatility

FALLEN 
ANGELS

Recently downgraded bonds tend to 
get oversold as they transition from IG 
to high yield

SHORT 
DURATION, 
LOW RATED

Lower rated, short maturity bonds are 
often overlooked, given asymmetrical risk 
profile and illiquidity. Default risk 
mitigated through diversification and 
issuer risk limits

VOLATILITY
Demand-supply imbalance in the credit 
options market keeps implied volatility 
elevated vs. realized

BENCHMARK 
ARBITRAGE

Portfolio products can often trade at a 
discount to fair value, presenting the 
opportunity to harvest alpha with a low 
tracking error

Aim to exploit structural inefficiencies in the 
high yield market

mailto:access@gmo.com


CUMULATIVE PERFORMANCE (NET OF FEES) VS. BENCHMARK, ANOTHER COMMON HIGH YIELD INDEX
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GMO High Yield Fund-VI (Net)

As of 10/31/25 | Inception Date 6/25/18 | Source: GMO
Performance data quoted represents past performance and is not indicative of future results. The investment return and principal value of an investment will fluctuate so that 
an investor's shares, when redeemed, may be worth more or less than their original cost. Current performance data may be lower or higher than the performance data provided 
herein. Net of all fees and expenses after reimbursement by the Manager, but not transaction costs, if any. If certain expenses were not reimbursed, performance would be 
lower. The Markit iBoxx USD Liquid High Yield Index is an independently maintained index consisting of liquid USD high yield bonds, selected to provide a balanced 
representation of the broad USD high yield corporate bond universe. The above information is based on a representative account selected because it has the least number of 
restrictions and best represents the implementation of the strategy.
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