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Oddly Distressing   
It’s fair to say that there is quite a lot going on in international distressed credit: 
commodity price volatility, the emergence of inflation, regime change in central banks’ 
market intervention, rising interest rates, supply chain disruptions, a collapsing Chinese 
real estate market, the default of numerous EM sovereigns, and the Russian invasion of 
Ukraine have caused tectonic shifts in bond prices.

By our calculation, more than USD500 billion of the USD1.8 trillion of emerging-market 
high yield (‘EM HY’) bonds are currently trading below 70 cents. In contrast, the equally 
sized US high yield market only has USD18 billion of bonds trading below the threshold 
(or about 1% of the total US HY market), which is even less than the USD75 billion that 
traded as distressed before the pandemic in February 2020.1 

Although some of the price moves that have resulted from the first and second-order 
effects are significant but not surprising, others seem odd, to say the least.

For example, if we asked you to name a sovereign credit that returned -38% in the last 
12 months, you would be right to answer Ukraine given the Russian invasion (Figure 1). 
But how many people realise that that has been the same return for AA+ rated Austrian 
century bonds due 2120, currently trading at 55 cents (but yielding only 1.9%)? 
Although Austria is clearly not a distressed credit, how many distressed owners of 
Austrian debt are now nursing significant losses? Indeed, the pain may not be confined 
to Austria alone, with the Bloomberg Global Aggregate Total Return index – a major 
investment grade benchmark – down almost 11% year-to-date at the time of writing.  

Many of the large first- and second-order price effects from some of the significant 
economic events of the post-pandemic era have quickly reflected a new reality for 
many assets, some of which have become uninvestable. The second- and third-order 
effects are still playing out and are exceptionally hard to predict. In our experience, 
these tectonic shifts often create forced selling – and in turn, an irrational market where 
good credits are sold for far less than their value. From sovereign debt priced at levels 
that imply a total collapse in government to corporates getting sold indiscriminately, 
often market prices do not reflect fundamentals. Odd – but interesting – times to be an 
international distressed debt investor.

1. Figures given are from Man GLG calculations.
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Figure 1. Ukraine Government September 2022 Versus Austrian Government 2120
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Source: Bloomberg; as of 28 April 2022.

Ships, Dips and Consumer Confidence
More than 300 ships sit outside of the port of Shanghai, unable to load or unload, as 
the city enters its sixth week of lockdown.2 This is a staggering level of congestion, 
more than 50% higher than during the height of the 2021 supply chain breakdown. As 
a result, the 14-day moving average waiting time has increased to 70 hours, a figure 
slightly lower than the 2021 peak of 76 hours (Figure 2). 

However, the gridlock is not being reflected in the cost of shipping. Container rates 
from Los Angeles to Shanghai are falling, despite the supply bottlenecks (Figure 3). 

In our view, this reflects a weakening of consumer demand. Consumer confidence is 
falling in major export destinations such as the US and the Europe (Figure 4). While 
bottlenecks will persist until lockdowns end, the impact on shipping costs (and by 
extension inflation) may differ versus 2021 in the event that consumer demand fails  
to recover.

Figure 2. Average Waiting Time for Container Ships at Shanghai
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Source: Vessels Value; as of 25 April 2022.

2. www.bbc.co.uk/news/world-asia-china-61023811

https://www.bbc.co.uk/news/world-asia-china-61023811
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Figure 3. Container Rates – LA to Shanghai  
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Source: Bloomberg; as of 27 April 2022.

Figure 4. US and EU Consumer Confidence

European Commission Consumer Confidence Indicator (RHS)

University of Michigan Consumer Sentiment Index (LHS)
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Note: European Commission Consumer Confidence Indicator is a balance/ diffusion index.

With contributions from: Patrick Kenney (Man GLG, Portfolio Manager), Santiago 
Pardo (Man GLG, Portfolio Manager), and Ed Cole (Man GLG, Managing Director – 
Discretionary Investments)



Views From the Floor | 4

Important Information

This information is communicated and/or distributed by the relevant Man entity identified below (collectively the ‘Company’) subject to the following 
conditions and restriction in their respective jurisdictions.

Opinions expressed are those of the author and may not be shared by all personnel of Man Group plc (‘Man’). These opinions are subject to change 
without notice, are for information purposes only and do not constitute an offer or invitation to make an investment in any financial instrument or 
in any product to which the Company and/or its affil iates provides investment advisory or any other financial services. Any organisations, financial 
instrument or products described in this material are mentioned for reference purposes only which should not be considered a recommendation 
for their purchase or sale. Neither the Company nor the authors shall be liable to any person for any action taken on the basis of the information 
provided. Some statements contained in this material concerning goals, strategies, outlook or other non-historical matters may be forward-looking 
statements and are based on current indicators and expectations. These forward-looking statements speak only as of the date on which they 
are made, and the Company undertakes no obligation to update or revise any forward-looking statements. These forward-looking statements are 
subject to risks and uncertainties that may cause actual results to differ materially from those contained in the statements. The Company and/or its 
affil iates may or may not have a position in any financial instrument mentioned and may or may not be actively trading in any such securities. Past 
performance is not indicative of future results.

Unless stated otherwise this information is communicated by the relevant entity listed below.

Australia: To the extent this material is distributed in Australia it is communicated by Man Investments Australia Limited ABN 47 002 747 480 AFSL 
240581, which is regulated by the Australian Securities & Investments Commission (ASIC). This information has been prepared without taking into 
account anyone’s objectives, financial situation or needs.

Austria/Germany/Liechtenstein: To the extent this material is distributed in Austria, Germany and/or Liechtenstein it is communicated by  
Man (Europe) AG, which is authorised and regulated by the Liechtenstein Financial Market Authority (FMA). Man (Europe) AG is registered in  
the Principality of Liechtenstein no. FL-0002.420.371-2. Man (Europe) AG is an associated participant in the investor compensation scheme, which 
is operated by the Deposit Guarantee and Investor Compensation Foundation PCC (FL-0002.039.614-1) and corresponds with EU law. Further 
information is available on the Foundation’s website under www.eas-liechtenstein.li. This material is of a promotional nature.

European Economic Area: Unless indicated otherwise this material is communicated in the European Economic Area by Man Asset Management 
(Ireland) Limited (‘MAMIL’) which is registered in Ireland under company number 250493 and has its registered office at 70 Sir John Rogerson’s 
Quay, Grand Canal Dock, Dublin 2, Ireland. MAMIL is authorised and regulated by the Central Bank of Ireland under number C22513.

Hong Kong SAR: To the extent this material is distributed in Hong Kong SAR, this material is communicated by Man Investments (Hong Kong) 
Limited and has not been reviewed by the Securities and Futures Commission in Hong Kong. This material can only be communicated to 
intermediaries, and professional clients who are within one of the professional investors exemptions contained in the Securities and Futures 
Ordinance and must not be relied upon by any other person(s).

Japan: To the extent this material is distributed in Japan it is communicated by Man Group Japan Limited, Financial Instruments Business Operator, 
Director of Kanto Local Finance Bureau (Financial instruments firms) No. 624 for the purpose of providing information on investment strategies, 
investment services, etc. provided by Man Group, and is not a disclosure document based on laws and regulations. This material can only be 
communicated only to professional investors (i.e. specific investors or institutional investors as defined under Financial Instruments Exchange Law) 
who may have sufficient knowledge and experience of related risks.

Switzerland: To the extent the material is distributed in Switzerland the communicating entity is: To the extent the material is made available in 
Switzerland the communicating entity is:

–   For Clients (as such term is defined in the Swiss Financial Services Act): Man Investments (CH) AG, Huobstrasse 3, 8808 Pfäffikon SZ, Switzerland. 
Man Investment (CH) AG is regulated by the Swiss Financial Market Supervisory Authority (‘FINMA’); and

–   For Financial Service Providers (as defined in Art. 3 d. of FINSA, which are not Clients): Man Investments AG, Huobstrasse 3, 8808 Pfäffikon SZ, 
Switzerland, which is regulated by FINMA.

United Kingdom: Unless indicated otherwise this material is communicated in the United Kingdom by Man Solutions Limited (‘MSL’) which is an 
investment company as defined in section 833 of the Companies Act 2006. MSL is registered in England and Wales under number 3385362 and has 
its registered office at Riverbank House, 2 Swan Lane, London, EC4R 3AD, United Kingdom. MSL is authorised and regulated by the UK Financial 
Conduct Authority (the ‘FCA’) under number 185637.

United States: To the extent this material is distributed in the United States, it is communicated and distributed by Man Investments, Inc.  
(‘Man Investments’). Man Investments is registered as a broker-dealer with the SEC and is a member of the Financial Industry Regulatory Authority 
(‘FINRA’). Man Investments is also a member of the Securities Investor Protection Corporation (‘SIPC’). Man Investments is a wholly owned 
subsidiary of Man Group plc. The registration and memberships described above in no way imply a certain level of skill or expertise or that the SEC, 
FINRA or the SIPC have endorsed Man Investments. Man Investments, 452 Fifth Avenue, 27th fl., New York, NY 10018.

This material is proprietary information and may not be reproduced or otherwise disseminated in whole or in part without prior written consent.  
Any data services and information available from public sources used in the creation of this material are believed to be reliable. However accuracy is 
not warranted or guaranteed. © Man 2022.

MKT004359/ST/GL/W


