
JPMorgan Asset CEO Warns of Private 
Credit Froth, Touts High-Yield Debt

Froth in the red-hot private credit 
marketplace is creating opportunities 
in the world of public high-yield debt, 
according to George Gatch, JPMorgan 
Asset Management’s chief executive 
officer.

That’s part of the pitch behind 
the new JPMorgan Active High Yield 
ETF ( JPHY), which begins trading 
on Wednesday. The actively man-
aged fund will dedicate at least 80% 
of its portfolio to junk-rated bonds 
and launches with a $2 billion anchor 
investment, according to a press 
release.

While junk bond spreads to Trea-
suries are “tight,” yields are attractive 
relative to equities and default rates in 
the sector are low, Gatch said. Addi-
tionally, typical alternatives to high-
yield debt — specifically, private credit 
— are becoming crowded as inves-
tors big and small flock to the space. 
Against that backdrop, the liquidity 
advantages and lofty yields of publicly 
traded bonds offer a good entry point, 
according to Gatch.

“There’s a lot of money and inves-
tors chasing finite opportunities in the 
private credit market. You also have 
liquidity tradeoffs,” Gatch said in an 
interview. “You take those two things 
in combination and on a marginal ba-
sis, I would put my marginal dollar in 
public high-yield rather than private 
credit.”

US high-yield spreads currently sit 
at about 292 basis points, well below 
the five-year average of 368 basis 

points, data compiled by Bloomberg 
show. Meanwhile, the average US junk 
yield is currently 7.13%, compared to 
a benchmark 10-year Treasury yield 
of 4.3%.

JPHY is launching with a $2 billion 
seed from one of the firm’s “larg-
est, most sophisticated institutional 
clients,” Gatch said, while declining to 
name the investor. That sum means 
that the ETF’s portfolio will be close 
to fully allocated at launch, and may 
make it easier for new investors — 
who may have restrictions on how 
much of a fund they can own — to buy 
into JPHY.

That massive initial investment 
should help further cement JPMorgan 
as the fastest-growing active fund 
manager. The firm, which oversees 
$3.7 trillion, has taken in four times 

the amount of inflows of its rivals, 
rocketing it the fourth spot in overall 
active fund assets, Bloomberg Intel-
ligence data show.

Much of JPMorgan’s success has 
come from its suite of derivative-in-
come ETFs, headlined by the block-
buster $41 billion JPMorgan Equity 
Premium Income ETF ( JEPI). How-
ever, Gatch forecasts that assets in 
actively managed fixed-income ETFs 
will surpass passive bond ETFs within 
the next decade, and JPHY’s launch is 
a statement of intent that JPMorgan 
plans to be at the forefront.

“We’ve put a lot of our resources 
into being the best active manager 
on the planet,” Gatch said. “We are 
seriously focused on bringing our best 
investment capabilities and our best 
ideas to ETFs.”
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Investors should carefully consider the investment objectives and risks as well as charges and expenses of an ETF 
before investing. The summary and full prospectuses contain this and other information about the ETF and should 
be read carefully before investing. To obtain a prospectus: Call 1-844-4JPM-ETF. 

All data is as of the time of publication. 

There is no guarantee, obligation or assurance that any investors will maintain any specific level of investment in 
the Fund, and such investors have the ability to withdraw their investment at any point in time like any other 
shareholder of a mutual fund or ETF. 

Securities rated below investment grade are considered "high-yield," "non-investment grade," "below 
investment-grade," or "junk bonds." They generally are rated in the fifth or lower rating categories of Standard & 
Poor's and Moody's Investors Service. Although they can provide higher yields than higher rated securities, they 
can carry greater risk. 

This is a general communication being provided for informational purposes only.  It is educational in nature and 
not designed to be a recommendation for any specific investment product, strategy, plan feature or other 
purpose. Prior to making any investment or financial decisions, an investor should seek individualized advice 
from personal financial, legal, tax and other professionals that take into account all of the particular facts and 
circumstances of an investor’s own situation.  

Opinions and statements of financial market trends that are based on current market conditions constitute our 
judgment and are subject to change without notice. We believe the information provided here is reliable but 
should not be assumed to be accurate or complete. The views and strategies described may not be suitable for all 
investors. 

J.P. Morgan ETFs are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & 
Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services to the funds. JPMorgan 
Distribution Services, Inc. is a member of FINRA.  

If you are a person with a disability or need additional support in viewing the material, please call 1-800-343-1113 
for assistance.

J.P. Morgan Asset Management is the brand name for the asset management business of JPMorgan Chase & Co., 
and its affiliates worldwide. 
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