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Note: Past performance is not a reliable indicator of future results For more detail on sector-specific terminology, see our Fixed Income Primer



Cautiously Positioned: On a relative basis, the portfolio 
is cautiously positioned, with allocations to investment-
grade credit at historic highs. If defaults remain benign, 
the fund may forego returns and lag both the index and 
more aggressively positioned peers.

Premium Rating: Given that the shares are trading above 
their 5-year average rating, a shift in market sentiment 
may negatively impact shareholder returns independent 
of portfolio performance. This is particularly relevant in 
the absence of a downward discount control 
commitment from the Board.

Fixed Rate Exposure: In an environment where 
economies remain resilient and inflation remains 
stickier than expected the fund’s exposure to fixed rates 
may cause underperformance compared to peers. 

Portfolio Restrictions: Compared with some peers, the 
portfolio has a narrower investment universe, as it does 
not invest in certain segments of the debt market, such 
as securitised debt. These segments can at times offer 
attractive risk-reward opportunities, potentially limiting 
investments aligned with the fund’s core philosophy of 
targeting relative value.

Active Approach: The portfolio team take an active 
approach to allocation and security selection and have 
a demonstrated track record of tilting the portfolio to 
take advantage of mispricing in periods of market stress 
such as ‘Liberation Day'. This provides significant 
opportunity for the managers to deliver strong returns in 
volatile markets. 

Well-Resourced Team: The managers are part of a large 
team with substantial resources across credit as well as 
broader resources such as ESG specialists. Their 
experience of running multi-billion institutional 
portfolios informs their decision-making on BIPS.

Increasing Scale: While the shares are trading on a 
premium to NAV, this enables accretive issuance, 
enhancing scale, driving down costs and potentially 
attracting a wider array of investors.

Use of Leverage: Active utilisation of gearing makes 
good use of the investment trust structure and provides 
the portfolio the ability to provide consistent yield at a 
lower credit risk. 

Illiquidity Premium: The closed ended nature of the fund 
enables it to invest in less liquid but attractive securities, 
allowing it to benefit from an illiquidity premium. 

Challenges: Advantages:
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Sensible Caution: In our view, the managers’ cautious 
approach is rational, given credit spreads remain 
historically tight and ‘all in yields’ for investment grade 
credit and government bonds remain high. Therefore, 
BIPS may be a suitable vehicle for investors looking to 
gain exposure to the High Yield market while also being 
cognisant of relative value.

Risk Focused Approach: The portfolio managers take a 
more conservative, risk based approach compared to 
peers and offers a resilient core fixed income allocation 
for investors seeking sustained income. We view this 
approach as well-founded given the current 
environment including high levels of policy uncertainty, 
geopolitical tensions and an uncertain interest rate 
path. Moreover, if interest rates fall  further than current 
market expectations, the fixed rate allocation should 
benefit.

Analytical Approach: The team has substantial 
resources available whilst also remaining nimble 
enough to take advantage of emerging opportunities or 
pivoting out of long-held positions. The foundational 
focus on credit research is particularly important in the 
high yield market, and we believe that this could enable 
the fund to outperform comparator indices over the long 
term.

Our Insight:
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Team & Strategy
Background: Invesco Bond Income Plus (BIPS) is the result of the 2021 merger between two investment trusts, City 
Merchants High Yield (CMHY) and Invesco Enhanced Income (IPE), with BIPS being a continuation of the former. 

Objective: To seek capital growth and high income by investing predominantly in high-yielding fixed income securities. 
Instruments used to attain this goal include High Yield corporate debt and Subordinated Financials debt (more detail here).

Team: The strategy is overseen by Rhys Davies who has served as Portfolio Manager since July 2020 and is accompanied by 
Edward Craven who has similarly held the position of Deputy Portfolio Manager since 2020. They manage strategies with 
assets of c.£4.4bn and c.£2.2bn, respectively and are members of Invesco’s wider European Fixed Income team which 
manages £34.4bn.

Dividend: Since the 2021 merger, the annual dividend target has been 11.0p per share. In each subsequent year, the actual 
dividend has exceeded this target and increased year on year. In April 2025, the Board announced a dividend target of 12.25p 
per share for 2025. In the event that the dividend is not covered by current year earnings the fund can utilise revenue reserves 
to meet the target.

Philosophy & Process: The investment approach is relatively cautious, aiming to maximise portfolio income without taking 
undue credit risk, based on bottom-up credit research, and supported by team resources. Investments are typically 
considered on a 2-3 year view, in terms of the issuer’s ability to afford structurally higher borrowing costs and withstand a 
tougher economic environment, but can be held to maturity. 

Risk Management: In general, the managers believe that High Yield investors must be decisive to take advantage of 
opportunities, but given the level of relative yield available across markets, they see limited reasons for taking on particularly 
high-risk exposure, such as distressed credits and special situations. Although there are some floating rate bonds held, these 
are not a core feature of the portfolio, as the managers consider them as presenting additional risk compared with fixed rate 
bonds. Currency exposure is monitored daily and may be hedged using forward contracts.

Gearing: Use of gearing may range up to 30% of gross assets, with the level set depending on market conditions and the 
managers’ expectations of bond pricing dynamics. Rhys Davies views the use of gearing as a key benefit of the investment 
trust structure, enhancing revenue returns. The preferred method of gearing is through repurchasing (“repo”) agreements, 
pledging securities in exchange for short-term funding. Net gearing was 6.4% of NAV as at 31 October 2025.
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The Managers Say: 
   “We take a bottom-
up approach, based 

on fundamental 
research at

the level of the 
individual bond and 

bond issuer”
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Portfolio: Characteristics
Key Metrics: As at 31 October 2025, the portfolio yield to maturity was 
7.8% (higher than the ICE BofA European Currency High Yield Index, 
see adjacent table), the portfolio current yield was 7.7% (higher than 
the index), the portfolio weighted average price was 97.9 (lower than 
the index) and the modified duration was 3.90 (higher than the index). 
See the following pages for additional detail. 

Concentration: The portfolio tends to be diversified across c.150 
issuers. As at 31 October 2025, 244 securities of 148 issuers were 
held, with exposure to the top 10 issuers representing 22.2% of NAV.

Sector Weightings: Issuers are predominantly Banks (31% of NAV as 
at 31 October 2025) and Insurers (8%), followed by Automotive (8%), 
Utilities (5%), Telecoms (5%) and Gaming (4%).

FX Exposure: Currency exposures as at 31 October 2025 were to 
Sterling (56% of NAV), Euro (24%) and US Dollar (20%). After 
accounting for hedging in place, currency exposures were Sterling 
(96%), Euro (2%) and US Dollar (2%). 

Instruments: The largest instrument allocations in the portfolio as at 
31 October 2025 were to High Yield Corporate Bonds (39.5%), 
Subordinated Financials (35.1%), Corporate Hybrid Debt (7.5%), 
Investment Grade Corporate Bonds (6.0%) and Emerging Market 
credit (2.6%). See the following pages for additional detail.

Credit Quality: Investment Grade-rated instruments (BBB and higher) 
were 31.1% of NAV as at 31 October 2025, while High Yield (BB and 
below) was 56.5%, 11.3% was unrated, 1.3% was held in cash, -0.6% 
in a short credit default swap position and 0.4% was in equities. See 
the following pages for additional detail.

Invesco Bond Income Plus: Prudently Harvesting Yield (December 2025) 

Source: BIPS as at 31 October 2025
Note: ‘Index’ is ICE BofA European Currency High Yield Index

Source: BIPS as at 31 October 2025

The Managers 
Say: 

“We have held less 
credit risk in the face 

of tight spreads, 
holding higher 

quality assets.”

Characteristics Fund Index

Number of holdings 244 754
Yield To Maturity 7.8% 5.7%
Weighted average price 97.9 98.9
Years to Maturity 6.1 4.0
Duration 4.00 3.57
Modified Duration 3.90 3.44

Issuer Industry Country % of Portfol io

Lloyds Banking Group Financials UK 2.9%

Nationwide FInancials UK 2.8%

Barclays Financials UK 2.6%

Aviva Financials UK 2.5%

Co-Operative Bank Financials UK 2.0%

Eléctricité De France Utilities France 2.0%

Thames Water Finance Utilities UK 1.9%

BNP Paribas Financials France 1.9%

UK Government Government UK 1.9%

One Savings Bank Financials UK 1.7%

Total 22.2%

Top Issuers



Defensive (6.0% of NAV): Consisting of Investment Grade corporate bonds 
(3%) and senior Bank debt (3%). This allocation is expected to have low default 
rates and low price volatility and is allocated according to the managers’ risk 
appetite and market conditions.

Hybrids (7.5% of NAV): Consisting of corporate hybrid subordinated bonds, 
often perpetual and/or callable. Coupons are generally comparatively high, but 
could be suspended or deferred.

Emerging Markets (2.6% of NAV): Consisting primarily of High Yield corporate 
bonds (2.2%) and quasi-sovereign exposure (0.4%). 

Government (1.9% of NAV): Consisting of UK Gilts, a UK Inflation-Linked Gilt, 
German Bunds, as well as Spanish and Italian Government Bonds, purchased 
for duration management and as a risk hedge. These allocations tend to be a 
shorter-term component of the portfolio, when the available yield is considered 
relatively attractive.

Portfolio: Instruments
We provide a summary of the types of instruments the fund utilises, and explain their characteristics. For additional detail, please 
see the Fixed Income Primer. The managers classify their portfolio allocations as follows:

Corporate High Yield (39.5% of NAV as at 31 October 2025): High Yield corporate bonds are the fund’s core allocation, offering 
exposure to debt issued by companies that have credit ratings below BBB, selected based on bottom-up credit research.

Subordinated Financials (35.1% of NAV): Consisting primarily of Additional Tier 1 (15.2%) and Tier 2 (10.4%) Bank regulatory 
capital, Tier 1 Insurance regulatory capital (5.8%) and Insurance subordinated debt (2.7%). Regulatory capital refers to debt issued 
to satisfy regulatory requirements, offering a comparatively high yield as it may be mandatorily written down or converted into 
equity in certain, pre-defined circumstances.
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Instrument Allocation (% of Portfolio)

Source: Winterflood Securities, BIPS as at 31 October 2025



High Yield Default Rate History and Expectations

Portfolio: Credit Ratings
Credit Ratings: Portfolio holdings are mainly concentrated in the BBB-B spectrum, which is of 
higher quality than the BB concentration of the ICE BofA European Currency High Yield index. 
Investment Grade rated securities (BBB and higher) made up 31.1% of NAV as at 31 October 
2025, one of the highest levels seen in a number of years.

Portfolio Changes: In recent years, the portfolio’s allocation to sub investment grade 
securities has declined. The managers have noted that the degree of yield in the market 
implies that attractive returns can be generated while taking less credit risk. Amid a 
resurgence of non-rated credit issuance, which is typically comprised of smaller issues 
including subordinated bank debt, the fund’s exposure has increased and stood at 11.3% as 
at October 2025, compared with 8.1% at the beginning of 2025.

Default Rates: The primary purpose of credit ratings is to assess the likelihood of default. As 
per the chart below, the high yield default rate across global markets has trended between 
2%-4% in normal economic conditions.
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Credit Rating vs Index (% of Portfolio)

Credit Ratings Over Time (% of Portfolio)

Source: Winterflood Securities, BIPS as at 30 September 2025

Note: ‘Index’ is ICE BofA European Currency High Yield Index
Source: Moody’s, via BIPS as at 31 October 2025 Source: Winterflood Securities, BIPS as at 31 October 2025

Note: Data pre-June 2021 is for predecessor fund City Merchants 
High Yield (CMHY)

Note: Data after 30 November 2025 (represented by pink vertical line) is Moody’s baseline forecast

  

   

   

   

   

   

   

   

   

 
 
 

 
 

  
 
 

 
 

  
 
 
  

     

 
      

 
   

         



Portfolio: Yield
Yield Comparison: The portfolio Yield to Maturity (YTM) has increased over recent years, from a low of 4.8% in mid-2021, 
peaking at 11.6% at the end of 2022 and standing at 7.8% at 31 October 2025. For comparison, the chart below also 
shows the yield to maturity for the Bloomberg Pan European High Yield Index, the UK 10-year yield and the US 10-year 
yield. During 2025, the yield to maturity increased for a period but is now broadly in line with its level at the start of the 
year. It continues to remain ahead of the index and is maintaining a spread over the risk-free rate.

Keep In Mind: We note that the portfolio YTM may differ from the current yield, as it presumes that the debt is held to 
maturity (for more details, see our Fixed Income Primer). Furthermore, we note that the yield earned by the portfolio 
(whether measured as current yield or YTM) is not the same as the revenue return for the fund overall, which takes gearing 
into account and has timing differences. The revenue return is used to calculate dividend cover, which is covered in the 
Dividends section of this report.
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Portfolio Yield To Maturity Compared Over Time

Source: Winterflood Securities, BIPS, Bloomberg as at 30 September 2025

The Managers Say: 
“The starting yield has 

been an important 
driver of returns but 

the macroeconomic 
environment has also 
remained supportive”



Portfolio: Example Holdings
Below are examples of current bond holdings, reflective of the different risk profiles across BIPS’ portfolio. The managers aim to create 
a portfolio of a variety of bonds, with all contributing to the income target.

Illiquid but Attractive: In September 2025 the fund added global subsea services provider DeepOcean (€ 6% 2031). DeepOcean 
primarily provides maintenance services to the oil and gas industry, making it less sensitive to oil price fluctuations, with the 
managers  viewing the coupon as attractive for a company that has delivered significant growth in recent years. Other similar 
investment examples include Atom Bank (£ 11.5% 2029) and Saffron Building Society (£ 12.5% 2029), which are also very difficult for 
most investors to access and are unlikely to be found in open-ended funds.

Traditional High Yield: In October 2025 Center Parcs, the UK leisure parks operator, issued a new bond Center Parcs (£ 6.875% 2032) 
to refinance an existing instrument. The managers remain constructive on the credit with Center Parcs operating five UK sites at near-
full utilisation. While the company has solid fundamentals, its leveraged balance sheet remains a consideration, and the coupon 
primarily reflects strong demand for yield in today’s high yield bond market. With this context, the fund took a modest position, 
maintaining flexibility to add on weakness.

High Yield Credit from Investment Grade Issuers: BT is a large, blue chip company but the BT (£ 8.375% 2028) bond is the firm’s most 
junior debt instrument and is therefore rated as ‘High Yield’, albeit at the top end of the spectrum (BB+). When this bond was issued in 
June 2023, inflation was proving stickier than expected and Fixed Income had experienced a significant re-pricing in 2022, which 
meant that even high-quality companies such as BT had to offer higher coupons. 
Other similar holdings, which offer reasonably high coupons from Investment Grade or Investment Grade-like issuers, include 
Vodafone (£ 8% 2031) and EDF (€ 7.5% 2028). 

Traditional Investment Grade: Since bonds repriced in 2022 as inflation increased, BIPS has been able to invest in good quality, 
Investment Grade rated bonds with a decent level of yield and does not need to take on too much risk in the rest of the portfolio to 
meet its dividend target. An example is Ford (£ 6.86% 2026), which the managers are happy to keep in the portfolio until expiry. Other 
examples include Hammerson (£ 5.875% 2036), where the position was topped up at a lower price during the bond market volatility in 
January this year, and EDF (£ 6% 2114), which is seen as a good opportunity to add duration to the portfolio and was purchased “well 
below par”.
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The Managers 
Say: 

“We want a good 
mixture of bonds in 

the portfolio, with all 
of them contributing 
towards the dividend 

target”
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Performance & Dividends
5-Year Relative NAV Performance

Source: Winterflood Securities, Morningstar as at 12 December 2025

Source: Winterflood Securities, Morningstar as at 12 December 2025
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Source: BIPS, Winterflood Securities as at 31 December 2024

Track Record: Over the five years to 12 December 2025, the fund 
delivered a NAV total return of +23.6% and a share price total return 
of +31.2%, compared with +24.7% for the ICE BofA European 
Currency High Yield Index and +36.2% for the Debt - Loans & Bonds 
peer group. 

Market Conditions: Macro factors such as interest rate expectations, 
default rates and policy uncertainty have had a significant impact on 
BIPS’ performance, given its portfolio composition. The managers 
pay close attention to these factors to position the portfolio for 
resilience, as well as to take advantage of opportunities that they 
view as mispriced. 

Drivers: Performance in 2025 has been supported by a broad market 
rally, with gains in government bonds driving all in yields whilst credit 
spreads remain historically tight. This has shifted more of the 
portfolio’s yield toward interest-rate risk. The portfolio has benefited 
a slightly higher duration relative to the European high-yield market 
as a result of both portfolio positioning and UK/EU base rate 
differentials. The portfolio has also been impacted by a number of 
idiosyncratic factors including the ongoing restructuring of Thames 
Water in which the fund holds senior and class A bonds. 

Dividends: Over the last five years, the fund has consistently paid a 
dividend that has been substantially covered by its revenue per 
share, growing at a +4.0% compound annual growth rate (CAGR) 
over this period. The annualised target dividend for the 3-year post-
merger was 11.0p, which has been exceeded in each period. In April 
2025, the Board announced a dividend target for FY25 of 12.25p per 
share. 

Note: Data pre-June 2021 is for predecessor fund City Merchants High Yield (CMHY)

Note: Past performance is not a reliable indicator of future results

FY24 FY23 FY22 FY21 FY20 CAGR

Dividend per share 11.69 11.50 11.25 10.75 10.00

Dividend growth YoY 1.6% 2.2% 4.7% 7.5% 0.0%

Revenue return per share 12.08 12.23 12.47 11.21 10.27

Revenue growth YoY -1.2% -1.9% 11.2% 9.2% 2.8%

Dividends & Revenue (p)

4.1%

4.0%

YTD 2024 2023 2022 2021 2020

BIPS (NAV) 8.2% 8.5% 11.6% -10.7% 5.3% 6.8%

BIPS (Share Price) 7.7% 8.8% 10.5% -5.2% 4.2% 1.8%

ICE BofA Euro High Yield Index 6.8% 10.1% 13.6% -10.4% 4.0% 3.0%

Debt - Loans & Bonds Peer Group (NAV) 6.2% 11.0% 10.5% -3.8% 8.5% 2.7%

Total Return (£)



5-Year Discount History

Rating: The fund’s shares traded on a +1.5% premium as at 12 December 2025, compared with a 1-year average premium 
of +1.4% and a 5-year average discount of -0.5%. This compares with the Debt – Loans & Bonds peer group weighted 
average premium of +2.5%, excluding funds in managed wind-down, as at 12 December 2025. Predecessor fund City 
Merchants High Yield (CMHY) regularly traded on a premium, and the period 2020-2022 in which BIPS’ shares traded on a 
discount coincided with substantial macroeconomic uncertainty coupled with record-low base rates.

Discount Control: While there is no formal discount control policy in place, the Board manages the size of the premium 
through regular issuance. The fund has historically not tended to repurchase shares while trading on a discount.

Issuance & Buybacks: BIPS traded on an average +1.4% premium over the year to 12 December 2025 and issued £50.1m in 
new capital during the year to 30 November 2025. 

Invesco Bond Income Plus: Prudently Harvesting Yield (December 2025) 

Rating

Source: Winterflood Securities, Morningstar as at 12 December 2025
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Note: Data pre-June 2021 is for predecessor fund City Merchants High Yield (CMHY)



Peer Group

← Return to Contents



Peer Group: Composition

17

Invesco Bond Income Plus: Prudently Harvesting Yield (December 2025) 

In addition to BIPS, the Debt – Loans & Bonds peer group consists of mandates with the following investment objectives:

* Denotes a corporate client of Winterflood Securities

Market Cap Visualisation

Source: Winterflood Securities, Morningstar as at 12 December 2025

CQS New City High Yield (NCYF): Provide a high dividend yield and the 
potential for capital growth by mainly investing in high yielding fixed 
income securities.

CVC Income & Growth* (CVCG/CVCE): Preserve capital and generate a 
high cash income via a stable and attractive dividend, as well as offer 
the potential for capital appreciation, by investing in European sub-
investment grade credit.

M&G Credit Income* (MGCI): Generate a regular and attractive level of 
income with low asset value volatility by investing in a diversified 
portfolio of public and private debt and debt-like instruments, of which 
at least 70% will be investment grade.

NB Distressed Debt (NBDD/NBDX/NBDG): Own holdings diversified 
across distressed, stressed and special situations investments, with a 
focus on senior debt backed by hard assets; all three share classes are 
in realisation.

TwentyFour Select Monthly Income (SMIF): Generate attractive risk-
adjusted returns, principally through income distributions, by investing 
in a diversified portfolio of fixed income credit products.

           

           

                             

           

£29m NBDD / NDBX / NBDG
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Size: BIPS has the largest market cap in the peer group (£409m as at 12 December 2025).

Rating: As at 12 December 2025, BIPS was one of five funds in the peer group trading on a premium to NAV (+1.5%), below the 
weighted average rating (+2.5%).

Yield: As at 12 December 2025, BIPS had the fifth highest 12-month trailing dividend yield in the peer group (7.0%).

Net Issuance1: All funds in the peer group have, on a net basis, raised capital through issuance over the last 12 months, with BIPS 
net issuance equivalent to 13.0% of the current market capitalisation.

Cost: BIPS has the lowest ongoing charges ratio in the peer group (0.9% of NAV as at 31 December 2024).

Source: Winterflood Securities, Morningstar as at 12 December 2025
Excludes funds in sector that are in managed wind-down

1 Net share issuance (net share buybacks if negative) over the last 12 months as a percentage of starting share capital, including tender offers and returns of capital. 

* Denotes a corporate client of Winterflood Securities

Premium (+) /  

Discount (-)

Average Premium 

(+) /  Discount (-)
Z-Score

Market 

Capital isation

Div idend 

Yield

Gearing (+) /  

Net Cash (-)

Net 

Issuance

Ongoing 

Charges

Ticker Name Sector (NAV) 12m 12m (£m) 12m %NAV 12m %NAV

BIPS Invesco Bond Income Plus* Debt: Loans & Bonds 1.5% 1.4% 0.2 409 7.0% 5.5% 13.0% 0.9%

NCYF CQS New City High Yield Debt: Loans & Bonds 7.0% 6.4% 0.9 335 8.8% 9.6% 11.4% 1.2%

CVCG CVC Income & Growth* Debt: Loans & Bonds 0.7% 0.9% -0.3 210 8.7% -0.1% 24.8% 1.8%

CVCE                 w   (€)* Debt: Loans & Bonds -1.0% -1.8% 0.3 80 7.0% -0.1% 2.9% 1.8%

MGCI M&G Credit Income* Debt: Loans & Bonds 1.6% 1.9% -0.4 187 8.3% -3.1% 25.2% 1.3%

SMIF TwentyFour Select Monthly Income Debt: Loans & Bonds 1.7% 2.1% -0.6 289 8.4% -1.2% 16.6% 1.1%

Average Debt: Loans & Bonds 1.9% 1.8% 0.0 252 8.0% 1.8% 15.6% 1.3%

Weighted Average Debt: Loans & Bonds 2.5% 2.5% 0.1 8.1% 3.0% 16.0% 1.2%



Ticker Name Sector 1M 3M 6M 1Y 3Y 5Y 1M 3M 6M 1Y 3Y 5Y

BIPS Invesco Bond Income Plus* Debt: Loans & Bonds 0% 2% 5% 8% 31% 24% 0% 2% 5% 13% 31% 31%

NCYF CQS New City High Yield Debt: Loans & Bonds 0% 1% 4% 8% 32% 55% 1% 1% 4% 9% 29% 57%

CVCG CVC Income & Growth* Debt: Loans & Bonds 1% 1% 3% 7% 55% 63% 2% 1% 4% 8% 71% 78%

CVCE                 w   (€)* Debt: Loans & Bonds 2% 2% 3% 7% 52% 56% 1% 1% 2% 10% 63% 65%

MGCI M&G Credit Income* Debt: Loans & Bonds 1% 2% 3% 7% 28% 31% 0% 1% 3% 8% 31% 42%

SMIF TwentyFour Select Monthly Income Debt: Loans & Bonds 1% 2% 5% 10% 52% 44% 0% 2% 5% 11% 52% 50%

Average Debt: Loans & Bonds 1% 2% 4% 8% 42% 45% 1% 1% 4% 10% 46% 54%

Weighted Average Debt: Loans & Bonds 0% 2% 4% 8% 39% 42% 1% 2% 4% 10% 42% 50%

Bloomberg Global Aggregate Treasuries Index (Hedged)Debt: Loans & Bonds 0% 0% 1% 2% 10% -3% -1% 0% 1% 2% 10% -3%

FTSE All-Share Index Debt: Loans & Bonds 4% 4% 9% 19% 43% 69% -2% 4% 9% 19% 43% 69%

NAV Performance (Total  Return) Price Performance (Total  Return)

Peer Group: Performance
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Invesco Bond Income Plus: Prudently Harvesting Yield (December 2025) 

NAV Total Return: As at 12 December, BIPS had the second highest NAV total return in the peer group over the last 12 
months, and the fifth highest over the last 3 and sixth highest over 5 years.

Share Price Total Return: As at 12 December 2025, BIPS had the highest share price total return in the peer group over 
the last 12 months, and the fifth highest over the last 3 years and sixth highest over 5 years.

Source: Winterflood Securities, Morningstar as at 12 December 2025
Excludes funds in sector that are in managed wind-down

* Denotes a corporate client of Winterflood Securities

Note: Past performance is not a reliable indicator of future results 
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Managers’ Outlook
Cautious Outlook: The managers remain cautious in their outlook for credit markets and as such expect to maintain the 
current allocation to Investment Grade credit, which is being held at one of the highest levels seen in years. Whilst the 
managers note data points indicating resilience in the economies and corporate earnings of both Europe and the UK and 
note that the global economic outlook has materially improved over the past 12 months, downside risks remain. This, 
combined with heightened geopolitical uncertainty, reinforces the managers’ view that there is no need to ‘chase’ yield 
down the risk curve. 

Ideal Structure: The managers note that they use the flexibility of the investment trust structure to set the dividend target, 
utilise gearing, invest without worrying about potential outflows, and venture into less liquid parts of the market. During 
the tariff-induced market volatility in early April 2025, the managers selectively added to or initiated positions in bonds 
that had seen particular weakness, using cash, increasing gearing slightly and selling some Investment Grade bonds to 
take advantage of these opportunities. They are willing to increase gearing further to take advantage of additional 
opportunities in the event of more volatility, which they expect to continue to be a theme in the near term.

Holding high liquidity: As part of the thesis for their current positioning the managers have taken an active decision to hold 
a high level of liquidity in the portfolio both through liquid bonds and cash, as well as a relatively neutral level of gearing. 
Given the level of uncertainty surrounding the political environment the managers believe that there remains a distinct 
possibility that we may see a level of turbulence or short-term corrections in markets, which they are poised to take 
advantage of by utilising the liquidity where attractive opportunities emerge. 

Deploying selectively: Overall, the managers take the view that in the current environment, the additional yield available in 
the sub-investment-grade market is not commensurate with the level of risk and the quality of issuers. They believe this 
disconnect is being driven by structural inflows into the asset class combined with elevated all-in yields, both of which are 
unlikely to remain at current levels over the long term. This has been reflected in the allocation to AT1 notes, which has 
reduced over time with the issuers calling the notes and the managers electing not to rollover onto new issuance. These 
structural inflows are also placing downward pressure on covenants and protections and as such the wider Fixed Income 
team have placed a significant amount of focus on assessing the structure of new issuance coming to market. Despite 
this, the managers are seeing pockets of opportunity amid the high level of overall issuance within both Financials and 
conventional bonds, with attractive idiosyncratic opportunities emerging in the higher-quality (BB) Non-Investment Grade 
segment.

Invesco Bond Income Plus: Prudently Harvesting Yield (December 2025) 

The Managers Say: 
“We are happy that our 

markets can produce 
reasonable levels of 

income, but we do not 
want to stretch for yield 

in parts of the market 
where the reward is 

less generous”
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Fixed Income Primer
What are Fixed Income securities? 
Fixed Income is a broad asset class containing a range of securities, the most common of which is a traded bond. In essence, they are a form of debt, with 
borrowers issuing Fixed Income instruments in exchange for cash; the borrower is then usually required to pay periodic interest on known dates to the 
investor (lender) over the life of the instrument, as well as repaying in full the amount they initially received upon a specified date of maturity. They generally 
provide returns in the form of regular interest payments (coupons) and repayment of principal at maturity.

Who can issue them?
Bonds and loans are issued by governments, companies, international organisations and other entities to finance their operations. Structured products 
may aggregate numerous underlying pools of debt into tradeable securities.

What are their key characteristics? 
Unlike equities, Fixed Income securities do not provide investors with an ownership interest in a company, but they do offer a seniority of claim relative to 
equities in the event of bankruptcy or default (i.e. bondholders will be repaid before shareholders). There are also different levels of seniority across 
different types of bonds, depending on where they rank in the capital structure. They can provide investors with a predictable cashflow and diversification 
from equities and other asset classes; while there is less potential upside from Fixed Income versus equity investment, there is less downside risk due to 
the seniority of claim and the commitment to repay principal at maturity. 

Coupon payments
Fixed Income securities usually pay a coupon (interest rate), expressed as the percentage of the principal/par value on an annual basis. For example, for 
a bond with a par value of 100p that pays annual coupons of 4p, the coupon rate is 4% (4p/100p = 4%). Coupons may be paid monthly, quarterly, semi-
annually or annually. In general, Fixed Income securities pay a higher coupon the longer their maturities as borrowers are willing to pay more interest in 
return for being able to borrow  money for a longer period of time and investors demand higher rates to commit their money for longer.

Most bonds pay fixed rate coupons (as per the previous example) but, despite their name, some Fixed Income securities pay floating, or variable, rate 
coupons, tied to a benchmark rate, such as SONIA (Sterling Overnight Index Average) or SOFR (Secured Overnight Financing Rate). Some instruments also 
pay a mix of these types of coupon, starting with fixed payments and switching to floating at some specified date. There also exist zero-coupon bonds, 
which do not pay any coupons but do repay the principal amount at maturity, and are sold at a discount to par value in replacement of a coupon.

Note: Highlighted terms are defined in the Glossary



24

Maturity and Duration: 
The maturity of a debt instrument is the length of time until expiry, with the principal usually repaid at the end of this term. Maturities commonly range 
from a month to 30 years. Instruments may also be callable (or redeemable), whereby the issuer can choose to repay the principal and cease coupon 
payments before the maturity date. The commonly used term ‘duration’, is not synonymous with maturity, but its calculation often aligns with maturities.

Source: Winterflood Securities, S&P Global, Moody’s, Fitch Ratings

What are the risks?
The risk profile of a Fixed Income instrument depends on the credit risk of the underlying issuer(s) 
and its position in the capital structure. Credit risk is the risk of default, i.e. when an issuer fails to 
pay the coupon or principal. In a ‘restructuring’ situation, only partial payment recovery is 
expected. Instruments with greater credit risk tend to pay a higher yield to compensate investors 
for this risk. Credit rating agencies aim to assess an issuer’s creditworthiness, both in general and 
for a particular debt instrument. Debt securities (or issuers) can be broadly classified as 
‘Investment Grade’ (less risk) or ‘High Yield’ (more risk). The three main ratings agencies are  S&P 
Global, Moody’s and Fitch Ratings. The adjacent table shows a breakdown of credit ratings.

How are they priced? 
Fixed Income securities are generally issued at par value, but can be bought and sold in the secondary market at any price. Many debt securities are 
publicly traded on exchanges, but may also be unlisted. The running yield is the annual coupon expressed as a percentage of the current price of the 
bond. If a bond is trading at a price below the par value, the yield will be higher than the coupon rate and vice versa; there is an inverse correlation 
between price and yield. For example, a bond with a par value of 100p that pays annual coupons of 4p has a coupon rate of 4%; if this bond trades in the 
secondary market at a price of 80p, the yield will be 5% (4p/80p = 5%), so a fall in price corresponds to a rise in yield. A bond's yield to maturity rises or 
falls depending on its market value and how many payments remain.

Bond prices may rise or fall for many reasons, including a change in perceived credit risk. Benchmark interest rates set by central banks are another key 
factor; as they rise, an existing fixed coupon may be rendered comparatively less attractive, causing investors to sell those instruments and reinvest 
elsewhere. Those sales lower bond prices and therefore increase their yield. The sensitivity of a debt security to a change in market interest rates is referred 
to as ‘duration’. The duration of a bond is primarily affected by its coupon rate, yield and remaining time to maturity; duration will be higher the lower the 
coupon, the lower the yield and the longer the maturity. 

Another way to assess Fixed Income pricing is by calculating the difference (‘spread’) between a security’s yield and a benchmark interest rate, generally 
taken to mean 10-year Treasury yields or similar. The higher risk an issuer or instrument is, the higher the spread over the ‘risk-free’ benchmark rate will be.

Note: Highlighted terms are defined in the Glossary

Fixed Income Primer

S&P Global Moody's Fitch Ratings
AAA Aaa AAA
AA Aa AA
A A A

BBB Baa BBB
BB Ba BB
B B B

CCC Caa CCC
Below CCC Below Caa Below CCC

Credit  Rating

Investment Grade

High Yield
(Speculative Grade / Junk)
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Examples of Fixed Income instruments

✓ Bonds: Debt issued by companies or governments, securitised as tradable instruments and usually listed on an exchange. 

✓ Convertible Bonds: Debt securities issued by companies that may be converted into equity. Conversion may be  triggered by events or at the discretion 
of the bondholder or the issuer.

✓ Hybrid Bonds: Subordinated securities with both debt and equity characteristics. Typically issued by non-Financial companies. These instruments are 
often perpetual and/or callable. Coupons are generally comparatively high, but could be suspended or deferred. 

✓ Loans: Borrowing agreement between two parties, usually with a fixed repayment date and fixed or floating interest payments. Loan agreements are not 
usually listed or easily tradeable.

✓ Money Market Instruments: Short-term financing instruments that can be easily converted to cash, including certificates of deposit, commercial 
paper, sovereign debt and repurchase agreements.

✓ Regulatory Capital: Debt instruments issued by Financial corporates (Banks and Insurers ) to satisfy their regulatory requirements. Most prominently 
these include Additional Tier 1 (AT1) securities, which are perpetual and callable convertible contingent debt instruments (“CoCo’s”), serving to 
increase loss absorption capacity within the banking system. 

✓ Structured Products: Securitisation of underlying assets, typically offering regular payments derived from underlying cashflows. Examples include:

▪ Asset-Backed Securities (ABS): Debt securities backed by a collection of financial assets, such as credit card receivables or auto loans. Each 
ABS security includes only fractions of underlying assets that are pooled as a single instrument, diversifying risk. Securitised instruments are 
typically split into tranches, structured to present different levels of seniority, credit risk and return profiles.

▪ Residential Mortgage-Backed Securities (RMBS): ABS securities backed by a pool of residential mortgages or home equity loans.

▪ Collateralised Loan Obligations (CLOs): ABS securities backed by a pool of corporate loans.

For more, please refer to the Corporate Finance Institute (CFI) Fixed Income resource page

Fixed Income Primer

https://corporatefinanceinstitute.com/resources/?topics=111075&types=86405
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Glossary

✓ Capital Structure: The composition of a company’s debt and equity. 

✓ Credit Spread: The difference in yield between two debt securities with the same maturity but different credit quality, usually used to compare the yields of corporate 
bonds to risk-free alternatives such as Treasury notes.

✓ Coupon: The annual amount of interest paid on a debt instrument.

✓ Default: When the issuer of a debt instrument fails to make interest or principal payments within the specified period.

✓ Credit Default Swap: A contract that works like insurance against a company, government or index defaulting on its debt.

✓ Duration: A measure of the sensitivity of the price of a Fixed Income security to a change in interest rates. Modified Duration is a formula that expresses the change 
in the value of a bond in response to a 1% change in interest rates.

✓ Maturity: The date when a debt instrument’s principal is repaid.

✓ Par Value / Principal / Face Value: The amount of money that the issuer promises to repay holders of Fixed Income securities at maturity.

✓ Perpetual Bond: A debt security with no maturity date.

✓ Pull to Par: The movement of a debt instrument’s price towards its par value as it approaches its maturity date.

✓ Secured / Unsecured Debt: Secured debt instruments provide a lenders with a direct claim on specific assets in the event of default, while unsecured lenders only a 
general claim on borrowers’ assets. Therefore, secured lenders will be paid first in the event of default. 

✓ Seniority: The order of repayment in the event of a borrower’s bankruptcy. Debt further down the capital structure has lower payment priority and is therefore higher 
risk; these instruments will generally have higher coupon payments to compensate for this risk. Equity holders are typically repaid last. 

✓ (Running) Yield: The coupon rate expressed as a percentage of a Fixed Income security’s current price.

✓ Yield to Maturity (YTM): The percentage rate of return, assuming that the investor holds the Fixed Income security until its maturity date, receiving all remaining 
coupon payments and return of principal at maturity. 

For more, please refer to the Corporate Finance Institute (CFI) Fixed Income resource page

Fixed Income Terminology:

https://corporatefinanceinstitute.com/resources/?topics=111075&types=86405
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Glossary

✓ Active Share: The degree to which the composition of the portfolio diverges from its benchmark or reference index, expressed as a percentage of NAV.

✓ Discount/Premium to NAV: The percentage difference between the share price of an investment trust and its NAV per share. A positive difference is a 
Premium to NAV, while a negative difference is a Discount to NAV.

✓ ‘E    c  ’ Divi    : Term used to describe a dividend (partially) paid from capital reserves, rather than from revenue reserves.

✓ FCF Yield: Free Cash Flow (FCF) Yield is the ratio of forecast free cash flow per share to the current share price.

✓ Gearing: The debts of a fund, used as leverage to increase exposure, expressed as a percentage of NAV.

✓ NAV: Net Asset Value, the difference between a fund’s assets and liabilities.

✓ Net Issuance: In the context of this report, the term Net Issuance is used to indicate net share issuance (net share buybacks if negative) over the last 12 
months as a percentage of current Market Capitalisation. Excludes issuance/buybacks resulting from IPOs, Tenders, Redemptions, Share Conversions, 
Consideration Shares and Treasury Share cancellations.

✓ Ongoing Charges: Annual percentage reduction in shareholder returns as a result of a fund’s recurring operational expenses, assuming markets remain 
static and the portfolio is not traded.

✓ P/E Ratio: Price to Earnings (P/E) ratio is a company’s share price divided by its earnings per share.

✓ Total Return: Investment returns over a given period, assuming any dividends paid over this period have been reinvested.

✓ Z Score: Statistical indicator of current Discount/Premium deviation from 12-month average.

For more, please refer to the Association of Investment Companies (AIC) Glossary page

Investment Trust Terminology:

https://www.theaic.co.uk/aic/glossary


29

Disclaimer

Please read this information to help you understand what this material is and how you should use it Key Links

→ Glossary of Key Terms

→ AIC Guide to Investment Trusts

→ Key Information Document (BIPS)

→ Investor Disclosure Document (BIPS)

→ Prospectus (BIPS)

→ Factsheet (BIPS)

→ Homepage (BIPS)

Key Risks

▪ Prices of the investments referred to in this document (if any) and the income from them are indicative 
only and may go down as well as up and you may realise losses on them. 

▪ Investments denominated in foreign currencies are exposed to changes in exchange rates which 
may have a negative as well as a positive effect on their value. 

▪ Past performance is not indicative of future results. 
▪ Levels and bases of taxation may change. 
▪ In the case of investments for which there is no recognised market, it may be difficult for you to sell 

your investments or to obtain reliable information about their value or the extent of the risk to which 
they are exposed. 

▪ Consult your own investment advisers before you make any investment referred to in this document 
about suitability for you. Make sure you understand the risks and that statements regarding future 
prospects may not be realised.

▪ Look at the Key Links (see panel on right) for further information of the risks and explanation of key 
terms.

▪ Investment trusts can use gearing which can offer the chance to boost the trust’s profit but also 
increases the risk.

Important Information

https://www.theaic.co.uk/aic/glossary
https://www.theaic.co.uk/your-guide-to-investment-companies/what-are-investment-companies
https://www.invesco.com/uk/en/investment-trusts/invesco-bond-income-plus-limited.html
https://www.invesco.com/uk/en/investment-trusts/invesco-bond-income-plus-limited.html
https://www.invesco.com/uk/en/investment-trusts/invesco-bond-income-plus-limited.html
https://www.invesco.com/content/dam/invesco/uk/en/product-documents/investment-trust/fund/factsheets/invesco-bond-income-plus-limited_factsheet_en-uk.pdf
https://www.invesco.com/uk/en/investment-trusts/invesco-bond-income-plus-limited.html
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Disclaimer
Important Disclosures

▪ Conflicts of interest can exist and could, if unmanaged, lead to harm to the recipient of this document. The publisher, Winterflood Securities Limited 
(“Winterflood”), has structured its business to mitigate the conflicts inherent in its activities. Winterflood has a conflict of interest policy which sets out 
how we achieve this. We set out below some of the key conflicts inherent in producing this research.

▪ Winterflood has been appointed to write this research by the Board of Invesco Bond Income Plus Plc (“the Issuer”) and has been paid to do so.

▪ Winterflood has a trading division which generates profits by buying and selling the security both for its own account and on behalf of other investors 
(such as wealth or asset managers). Furthermore, Winterflood’s affiliates and/or their officers, directors and employees may have positions in any 
securities mentioned in this document (or in any related investment) and may from time to time add to or dispose of any such securities (or investment).

▪ Winterflood is appointed as Corporate Broker by the Board of the Issuer. As Corporate Broker, Winterflood operates strict controls over the personal 
dealings of its directors, officers and employees in the securities of the issuer, this include preventing the taking of new positions by such related 
parties.

▪ Winterflood’s wholesale business does not provide securities dealing services directly to retail customers. 

▪ Winterflood provides a similar research product to Institutional Investors which is not intended for retail consumption. This product is paid for by the 
consumer of the research and not the issuer of securities covered.

▪ Winterflood is part of the Marex Group, other businesses in the Marex Group may have businesses that conflict with that of the issuer e.g. lending 
activities in the sector or asset management services/products which conflict.

▪ The Board of the issuer appoints subsidiaries of Invesco to provide services including that of ‘Manager’. Winterflood provides a range of services such 
as dealing, Corporate Broking and Research to other Investment Trusts managed by Invesco.

▪ This report contains general information and does not constitute and shall not be implied to constitute an investment recommendation, a personal 
recommendation or advice, or an offer/solicitation to buy or sell or take any action in relation to any investments mentioned herein.  Winterflood 
Securities Limited cannot provide advice relating to legal, tax, financial matters and as such you should seek independent professional advice before 
making any investment decision. Winterflood Securities Limited accepts no liability whatsoever in connection with any decision that you make in 
connection with this report.

▪ This report is based on information obtained from sources believed to be reliable, but which have not been independently verified and are not 
guaranteed as being accurate. 

▪ This research report is not intended for distribution to, or use by, any individuals or entities based in the US or any jurisdictions where there are 
restrictions for such activity under local law or regulation which would subject Winterflood Securities Ltd to regulatory authorisations.

https://www.winterflood.com/documents
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