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December 2021 High Yield Market Insights 

• Rule 144 HY bonds historically suffered from a lack of liquidity and restrictive holding requirements 
• Rule 144A reduced restrictions and improved liquidity, attracting more investors 
• Liquidity premiums tied to 144A HY bonds have narrowed yet still offer attractive opportunities 

 
All offers and sales of securities must be registered under the Securities Act of 1933 unless an exemption from the 
registration requirement is available. In 1990, the SEC adopted Rule 144A and Regulation S. Rule 144A provides an 
exemption for offers and sales of unregistered securities to large "qualified institutional buyers" in the United States, 
while Regulation S exempts offers and sales of securities that occur outside of the United States. 

In 2012 Rule 144A was amended under the Jumpstart Our Business Startups (JOBS) Act. In short, the amendment 
reduced informational requirements and shortened the holding period from two years to six months for the purchase and 
sale of private placement securities. This changed the environment for private security issuance and trading, particularly 
in the high yield market. 

Prior to 2012, many investors avoided Rule 144A high yield bonds over concerns surrounding future liquidity, due in 
large part to a two-year holding period requirement. Consequently, investors required higher interest rates over similar 
high yield bonds registered at issuance. Rule 144A securities also traded at wider spreads in the secondary market. 
Because of such impediments, they represented only 10% of the broad high yield market in mid-2002. 

Since 2012, the number of new 144A issues has ballooned and transformed the high yield market. During 2012, 144A 
securities made up on average 31% of the U.S. high yield market by face value ($321 Bn). Driven by the dramatic ramp-
up in 144A new issuance since then, 144A securities now account for 64% of new deals and 69.6% of the HY market 
by face value ($1.073 Tn). See Figures 1 and 2. 

 

Private placement 144A debt issues are typically smaller in size, shorter in maturity, and have lower credit ratings than 
public debt issues. Since 144A securities tend to bear a lower credit rating than registered high yield bonds, the 
increasing proportion of 144A issues has affected the overall credit rating of the high yield market. The current average 
quality of 144A HY bonds is just shy of B+ while registered issues have an average rating of nearly BB.  

To offset the perceived lower credit quality and lower liquidity, investors have traditionally required a higher yield on 
144A issues, although the premium has declined over time. After adjusting for the rating differential, in 2012 the premium 
for 144A bonds was around 100bp. Currently, the premium ranges between 20bp to 25bp.  

The increase in issuance has dramatically changed 144A liquidity. Between 2005 and 2012 the daily trading volumes of 
144A issues stayed in a narrow range. Since 2012, volumes have increased significantly. At the start of 2012, 144A 
securities represented 30.6% ($1.7Bn) of the average daily trading volume of HY bonds. By October 2021, they 
represented 54.7% ($7.4Bn) - see Figure 3. The 4.3x increase compares to the 2.6x increase for the total high yield 
market. 

Figure 1: Fair Market Value: Non-144A & 144A HY Mkt Figure 2: High Yield Market Percentage: Non-144A & 144A HY Mkt

Source: Bloomberg, ICE BofA Indicies, Concise Capital Source: Bloomberg, ICE BofA Indicies, Concise Capital
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The 144A market now represents a large pool of attractive issues. While the overall liquidity premium has declined over 
the years, many opportunities remain to be monetized, thereby providing a potential alpha source to a high yield portfolio. 

 

  

Figure 3: Trace High Yield Market Average Trading Volumes

Source: Bloomberg, Trace, Concise Capital
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Disclaimer 

This material is furnished by Concise Capital Management, LP or affiliates (collectively “Concise”). This material and its contents have 
been prepared solely for illustration and discussion purposes and should not be considered as an offer to buy or sell any interests in 
the Funds. Any reproduction of this information, in whole or in part, without the prior written consent of Concise is prohibited. Additional 
information is available from Concise upon request.  Neither Concise nor its affiliates are acting as your advisor or agent. This material 
is not intended to provide a sufficient basis on which to make an investment decision. An offer can only be made to qualified investors 
by means of a private placement memorandum. Please refer to the private placement memorandum, Prospectus, and/or any 
supplements for complete details, including information about risk, charges, and expenses. There can be no guarantee that the Fund 
will achieve its investment objective. Investment in the Fund involves investment risks, including the possible loss of the principal 
amount invested. All market and commercial data in this message are not warranted as to completeness or accuracy.  

An investment in a Fund is speculative and may involve substantial investment and other risks described in the relevant Fund Offering 
Documents. Such risks may include, without limitation, risk of adverse or unanticipated market developments, interest rate risk, risk 
of counterparty or issuer default, and risk of illiquidity.  The performance results of any of the Funds can be volatile. No representation 
is made that a Fund’s investment objectives will be achieved, that its risk management processes will be successful, or that the Fund 
or any investment will make any profit or will not sustain losses.  Any investment in a Fund will be subject to applicable advisory fees 
and expenses. The Funds’ high fees and expenses may offset their profits.  Past performance is no indication of future results.  The 
Funds have substantial restrictions on investors’ ability to redeem or transfer their interests, and there is no secondary market for the 
Fund’s interests. 

The information and opinions expressed herein are as of the date appearing in this material only, are not complete, are subject to 
change without prior notice, and do not contain material information regarding the Funds, including specific information relating to an 
investment in a Fund and important risk disclosures.  The descriptions herein of the Funds’ investment objectives or criteria, the 
characteristics of their investments, investment processes, or investment strategies and styles may not be fully indicative of any 
present or future investments, are not intended to reflect performance, and may be changed in the discretion of Concise. While certain 
data contained herein has been prepared from information that Concise believes to be reliable (including data supplied by third 
parties), Concise does not warrant the accuracy or completeness of such information. 

This document contains certain forward-looking statements and projections. Such statements and projections are subject to a number 
of assumptions, risks, and uncertainties that may cause actual results, performance, or achievements to be materially different from 
future results, performance, or achievements expressed or implied by these forward-looking statements and projections. Prospective 
investors are cautioned not to invest based on these forward-looking statements and projections. 

Concise Capital Management, LP is an SEC-registered investment advisor, managing assets for institutions, family offices, and 
wealthy individuals. The firm is also a manager of onshore funds, offshore funds, a UCITS fund, and a sub-advisor to mutual funds. 
Concise Capital Management, LP was incorporated in March 2004 and is based in Miami, FL. 
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