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Quarterly Fund Update 

Invesco Bond Income Plus Limited  
 

Covering Q1 2023 
 
This marketing document is for Professional Clients only and is not for consumer use. 
Please read the investment risks for this portfolio on page 3. 
 

 

Market review 
 

• A tumultuous but positive quarter for corporate bond markets with volatility spiking in 
March following the collapse of Silicon Valley Bank and Credit Suisse’s forced merger with 
UBS and the write-down of their AT1s.       

 

• Fears over banking sector allayed by Credit Suisse’s unique set of circumstances and the 
reiteration by UK and European regulators of their commitment to respect the capital 
hierarchy in the event of a bank resolution.  

 

• Bank of England continues to increase interest rates but little success yet in its fight to 
subdue inflationary pressures with CPI remaining above 10%.   

 

• UK economy showing signs of recovery with surveys pointing to a pick-up in growth 
across all sectors. 

• The ICE BofA European Currency (€/£) High Yield Index returned 3.1% (in sterling terms, 
hedged 100%). Credit spreads narrowed from 515bps to 490bps.  

• High yield bonds outperformed investment grade with B rated bonds outperforming higher 
quality BB bonds. 

 
 

Summary of bond and equity market returns 
 

  Yield   Spread   

Sector 31-Mar 
3 Month 
Change   31-Mar 

3 Month 
Change 

Total 
Return 

Gilts 3.65 -0.10   n/a n/a 2.2% 

£ Investment Grade Corporate 5.62 -0.13   191 -3 2.4% 

European Currency High Yield (€ & £) 7.73 -0.28   490 -25 2.8% 

BB European Currency High Yield 6.52 -0.21   367 -17 2.4% 

B European Currency High Yield 8.76 -0.45   604 -45 3.7% 

CCC & Lower European Currency High Yield 17.90 0.53   1,496 53 1.3% 

CoCos 8.80 0.21   516 84 -8.2% 

Global Non-Financial Hybrid Bonds 6.06 -0.14   283 5 1.8% 

FTSE All-Share dividend yield 3.58 -0.16   n/a n/a 4.2% 

Source: Bloomberg LP, Merrill Lynch data (local currency returns). 
Spread is the Option Adjusted Spread. Bps is basis points (each unit is 1/100th of a 1%). 
Data as of 31 March 2023. 

 

Performance 
 
The Invesco Bond Income Plus Limited returned 0.5% on a NAV basis in Q1. With 
government bond yields falling, duration was the biggest contributor towards performance. 
While high yield bonds also generated positive returns, weakness in subordinated financials 
following the rescue of Credit Suisse in March meant that overall returns from credit were 
negative. While the relatively high exposure of the portfolio to additional tier 1 (AT1) bonds 
had an adverse impact on performance, over the long term they have been a powerful 
contributor to performance. For some time, we have viewed the asset class as providing a 
more favourable risk-reward profile than similar-rated high yield bonds. While we maintain a 
well-diversified portfolio of 25 different banks, all in Europe, exposure to Credit Suisse AT1s 
cost the portfolio 68bps in the quarter.  
 

Executive summary 
 

• Positive performance despite exposure to Credit Suisse AT1s.  

• The investment company’s NAV returned 0.5%. 

• As of 31 March 2023, the investment company was trading at a 1.2% premium 

                   
           
                      Rhys Davies 
                     Fund Manager 
 
 

                   
 
                      Edward Craven 
                 Deputy Fund Manager 
 
 
 
Performance (% growth) * 
Cumulative 
 
 

  
Ordinary Share 

Price 
Net Asset  

Value 

3m  -0.7  0.5 

6m 13.6 5.3 

1y -3.5 -7.2 

3y  22.8  18.0 

5y  20.0   11.7 

10y 70.3 58.1 

 
 
 

Past performance is not a guide to future 
returns.  
 
Ordinary share price performance figures 
have been calculated using daily closing 
prices with dividends reinvested. NAV 
performance figures have been calculated 
using daily NAV with dividends reinvested. 
The NAV used includes current period 
revenue and values debt at fair.  
 
All performance figures are in sterling as of 
31 March 2023 except where otherwise 
stated.  
 
The 5-year rolling performance figures can 
be found on page 3 of the document. 

 



2 Invesco Bond Income Plus Limited, Q1 2023 update 

 
 
 Returns (gross) in basis points 

Credit   -71   Top 5 contributors Coupon % **Maturity BPS 

Subordinated Financials -201    Maison Finco 6.000 2027 13.5 

Other Credit -21    Credit Suisse 2.125 2026 9.0 

Emerging Markets -14    Virgin Media 4.000 2029 7.6 

Corporate Hybrids 6    PrestigeBidCo   2027 6.7 

Investment Grade 8    Telecom Italia 7.721 2038 6.2 

Banks - Senior 15    Bottom 5 contributors Coupon % **Maturity BPS 

High Yield 136    Credit Suisse 9.750 - -54.8 

Duration & yield curve  141   Codere 7.500 2027 -15.9 

Equity  -6   Barclays 9.250 - -14.9 

Currency  -36   Credit Suisse 4.500 - -13.3 

   
  Lloyds Bank 7.875 - -12.6 

 
** No maturity date represents perpetual bond. Contribution returns are gross, not net. The contribution 
figures are estimates and should be used for indicative purposes only. Data cleansing and retrospective 
information availability may cause changes. 
 
The top/bottom contributors over the quarter included a restructuring bond (Codere) that was subject to 
corporate action. 

 
Past performance does not predict future returns. 
 
 

Strategy and outlook  
 
We were active during the quarter with a mixture of primary and secondary market purchases, 
although issuance in the high yield bond market remains sluggish as issuers adjust to the 
prospect of higher borrowing costs. The focus of purchases continued to be on higher-quality 
BB rated bonds that offer attractive yields. We participated in a new issue from US generics 
drug manufacturer Teva, a company that we have invested in for several years. Other new 
issues introduced to the portfolio included a hybrid bond from Portuguese utility EDP and a 
short-dated bond from Ford. In the secondary market we added to our positions in Ocado and 
National Express. We also used the widespread weakness in bank bonds to add to our 
position in a Nationwide AT1. Bonds from UK telecoms provider Talk Talk, French frozen food 
retailer Picard and US battery producer Energizer were sold on concerns over their leveraged 
balance sheets.       
 
The trust seeks to exploit opportunities in both the European and US markets with just under 
half of the portfolio allocated to US and euro-denominated bonds. Most of the currency 
exposure from these positions is hedged back to sterling. The portfolio maintains a low level 
of interest rate sensitivity. As of 31 March 2023 the modified duration was 3.5 (versus 3.4 in 
Q4 22).   
 
The net gearing of the portfolio as of 31 March 2023 was 16.5% (versus 18.5% in Q4 22) of 
net assets.   
 
Uncertainty around the outlook for the economy and inflation, combined with the rapid rate at 
which central banks have raised interest rates over the past year has fuelled volatility in 
financial markets this year, leading to issues such as those in the banking sector. We will 
continue to review our allocations within the banking sector. For now, we are comfortable that 
the levels of yield provide an attractive reward for the credit risks, especially with a well-
diversified spread of risk across many banks. It is certainly encouraging that attractive yields 
are available from so many more sources today, but we also expect volatility to be a defining 
feature of 2023. It is therefore important to remain nimble and be prepared to sell bonds that 
have performed well, especially whilst our outlook for the global economy, and for high yield 
bond markets remains cautious. 
 
 
 
 
 
 
 
 
 

 
It is encouraging that 
attractive yields are 
available from so 
many more sources 
today.    

 
 
 
 



3 Invesco Bond Income Plus Limited, Q1 2023 update 

Investment team 
 
Rhys Davies:  
Rhys began his investment career within Invesco’s Product Support team in January 2002 
before moving to the Henley-based Fixed Interest team in November 2003. In 2014 he was 
appointed deputy fund manager for the City Merchants High Yield Trust Limited and the 
Invesco Perpetual Enhanced Income Limited, before being promoted to fund manager in 
2016. He holds a BSc (Honours) in Management Science from the University of Manchester 
Management School and is a CFA charter holder. 
 
Edward Craven: 
Edward began his career with KPMG in 2003 working in Assurance Services before 
transferring to their Corporate Finance department in 2006. In 2008 he moved to The Royal 
Bank of Scotland, where he worked in structured finance executing leveraged transactions for 
mid-market corporate and private equity backed businesses before joining Invesco in 
2011. He is an FCA qualified Chartered Accountant and holds a master’s degree in Physics, 
MPhys, from the University of Bath. 

 
 

Standardised rolling 12-month performance (% growth) * 
 
 31.03.18 

31.03.19 
31.03.19 
31.03.20 

31.03.20 
31.03.21 

31.03.21 
31.03.22 

31.03.22 
31.03.22 

Ordinary Share 
Price 

5.4 -7.3 27.1 0.0 -3.5 

Net Asset Value 2.5 -7.7 27.2 0.2 -7.2 

 
This information is updated on a calendar quarterly basis. Up-to-date information is available on our 
website www.invesco.co.uk 

 
Past performance is not a guide to future returns.  
 
*Ordinary share price performance figures have been calculated using daily closing prices with dividends 
reinvested. NAV performance figures have been calculated using daily NAV with dividends reinvested. 
The NAV used includes current period revenue and values debt at fair. All performance figures are in 
sterling as 31 March 2023 except where otherwise stated.  

 
 

Investment risks 
 
The value of investments and any income will fluctuate (this may partly be the result of 
exchange rate fluctuations) and investors may not get back the full amount invested. 
 
The portfolio has a significant proportion of high-yielding bonds, which are of lower credit 
quality and may result in large fluctuations in the NAV of the product. The product uses 
derivatives for efficient portfolio management which may result in increased volatility in the 
NAV. The use of borrowings may increase the volatility of the NAV and may reduce returns 
when asset values fall. The product may invest in contingent convertible bonds which may 
result in significant risk of capital loss based on certain trigger events. 
 
 

Important information 
 
This communication is for Professional Clients only and is not for consumer use. 
 
This is marketing material and not financial advice. It is not intended as a recommendation to 
buy or sell any particular asset class, security or strategy. Regulatory requirements that 
require impartiality of investment/investment strategy recommendations are therefore not 
applicable nor are any prohibitions to trade before publication. 
 
Views and opinions are based on current market conditions and are subject to change. 
 
For more information on our products, please refer to the relevant Key Information Document 
(KID), Alternative Investment Fund Managers Directive document (AIFMD), and the latest 
Annual or Half-Yearly Financial Reports. This information is available using the contact details 
shown.  
 
Issued by Invesco Fund Managers Limited, Perpetual Park, Perpetual Park Drive, Henley-on-
Thames, Oxfordshire RG9 1HH, UK. Authorised and regulated by the Financial Conduct 
Authority. Invesco Bond Income Plus Limited is regulated by the Jersey Financial Services 
Commission. 
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