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The Credit Suisse Western European Leveraged Loan Index (“CS WELLI”) returned +0.98% in April,
comprised of principal return of +0.59% and interest return of +0.39%.1 Year-to-date returns are
3.02%.1
April was, in general, a strong month for risk assets. ECB and US Federal Reserve policy continued to
be supportive, trade developments incrementally inched towards a positive outcome, and continuing
subdued volatility helped fuel risk asset returns. In particular, European Banks (as measured by the
Euro Stoxx Banks Sector Index) returned +8% for the month,2 in stark contrast to German Bunds,
which had a total return of -0.6% during April. 1Q Euro Area (“EA”) GDP numbers were better than
expected at +0.4% (versus +0.3% expected) quarter-over-quarter (QoQ), aided by strong
developments in Spain and France. The ECB will take some comfort from these numbers, but are likely
to remain dovish on positioning.
Similar to recent periods, this month’s CS WELLI returns continued to be strongly influenced by the
USD-denominated loans portion of the index (which comprise approximately 29% of the CS WELLI),
which returned 1.45% in contrast to the 0.82% return of Euro-denominated loans.1 USD tranches are
predominately issued by larger global (US-centric) companies, where USD-denominated loans benefit
from a relatively sanguine US macroeconomic environment vis-à-vis Europe and a strong technical
market. European primary loan supply was light for the month – affected by the timing of the long
Easter break – with just €2.4 billion brought to market, approximately 50% less than the same period
last year. Accordingly, the secondary market was active and well bid, with average loan prices
increasing by 69 Euro-cents over the month (note that the last-twelve-month average is -7 cents),
leading to the strong principal return noted above.
The supply pipeline looks promising, with S&P Leveraged Commentary & Data (LCD) quoting €9.2 billion
of institutional loans in its forward calendar (as at 29 April). While year-to-date loan issuance has fallen
behind that of prior years, CLO issuance is running ahead of last year despite difficult arbitrage/pricing
dynamics. The pace of CLO issuance is likely to ease going forward, although LCD still has €4.9 billion of
CLOs in its forward calendar. Whilst loan issuance has been low this month, clearing margins remain in
the 375-400 basis points range for B2/B rated loans; these margins are manageable for arbitrage-weary
CLOs, although induce a fragile equilibrium.
The CS WELLI’s nominal value (size of the market) at the end of the month was €293 billion, a 3.4%
increase since year end.1

Returns
• Within the CS WELLI, the Energy sector was the outperformer during the month with a total return
of 1.78%, followed by Retail, which returned 1.53%, and Consumer Durables, which returned
1.47%. The Aerospace sector with a total return of -4.72% was the clear underperformer; however,
positively, all other remaining sectors had positive returns this month.1
• CCC rated loans were the clear underperformer this month (similar to last month), with a -1.43%
total return. BB and B rated loans returned 0.92% and 1.16%, respectively.1
• At month end, the average price of the CS WELLI was €98.38, up €0.69 during the month. The CS
WELLI’s three-year discount margin is 4.05% (-25 basis points across the month).1 For comparison,
the Credit Suisse Western European High Yield Index returned 1.52% for the month and had a
spread-to-worst yield of 4.07%.3

Fundamentals
• Data broadly remains weak, but came in better than expected. The first estimate of Euro Area (EA)
GDP growth in Q1 was 0.4% QoQ (annualized 1.5%). Spain expanded by 2.9% annualized, France
and Austria by 1.2%, Italy by 0.9% (rebounding from recession), and Belgium by 0.7%. Data for
Germany, the Netherlands, and most of the smaller countries will be released during the next few
weeks. It should be noted these results included several positive one-off factors (car registrations,
industrial production, inventories – i.e. stockpiling), which were weak in the last quarter of 2018.
Overall, there remains a schism between the Manufacturing and Services sectors, with PMIs pointing
to weak external demand. The Manufacturing/Services gap is extreme and becoming unsustainable.
Positively, business sentiment indices, notably the German IFO, have bottomed out, which may bode
well in the coming months. Recent signs of recovery in China should help EA stabilization in Q2/2H
as the externally-driven German economy will benefit, although with a several month lag.
• The GDP numbers will be cautiously received by the ECB. No policy changes are expected, with
additional data needed before any shift in sentiment and/or positioning. The next meeting is in June,
where details on the Targeted Longer-Term Refinancing Operations bank funding scheme are
expected and a probable extension of forward-rates guidance. EURIBOR remains below zero, with
modest rate hikes not expected until 2020.
• A trade deal between US and China is expected, although disagreements between the two countries
remain and negotiations continue to be challenging. President Trump’s decision on European auto
tariffs is due by May 18th and could have implications at both geopolitical and economic levels.
European parliament elections start May 23rd, the outcome of which will be an important
consideration for the Brexit process and could also trigger political changes in Italy. Falling support
for non-mainstream parties and insipid economic growth may induce more appetite for fiscal easing.
• There were no defaults during the month. The last twelve month default rate for the S&P European
Leveraged Loan Index (based on principal amount) is 0.00%, well below the historical average
annual default rate of 3.67%.4
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Source: Credit Suisse, as of April 30, 2019. Past performance is not a guide to future returns. An investment cannot be made
directly in an index.

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. Most senior loans are made to
corporations with below investment-grade credit ratings and are subject to significant credit, valuation
and liquidity risk. The value of the collateral securing a loan may not be sufficient to cover the amount
owed, may be found invalid or may be used to pay other outstanding obligations of the borrower under
applicable low. There is also the risk that the collateral may be difficult to liquidate, or that a majority
of the collateral may be illiquid. Compared to the investment grade bonds, junk bonds involve greater
risk of default or price changes due to changes in the issuer’s credit quality. Diversification does not
guarantee profit or eliminate the risk of loss.
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Credit Suisse Western European Leveraged Loan Index (CS WELLI) in EUR as of April 30, 2019.
Euro Stoxx Banks Index (EUR) as of April 30. 2019.
Credit Suisse Western European High Yield Index as of April 30, 2019.
S&P European Leveraged Loan Index, average default rates covering June 1, 2007 through April 30, 2019.

Important information
All data provided by Invesco, as at April. 30, 2019 in Euro unless otherwise noted. Please note index returns represent total returns in
respective base currencies.
This document has been prepared only for those persons to whom Invesco has provided it for informational purposes only. This document is not
an offering of a financial product and is not intended for and should not be distributed to retail clients who are resident in jurisdiction where its
distribution is not authorized or is unlawful. Circulation, disclosure, or dissemination of all or any part of this document to any person without
the consent of Invesco is prohibited.
This document may contain statements that are not purely historical in nature but are "forward-looking statements," which are based on certain
assumptions of future events. Forward-looking statements are based on information available on the date hereof, and Invesco does not assume
any duty to update any forward-looking statement. Actual events may differ from those assumed. There can be no assurance that forwardlooking statements, including any projected returns, will materialize or that actual market conditions and/or performance results will not be
materially different or worse than those presented.
The information in this document has been prepared without taking into account any investor’s investment objectives, financial situation or
particular needs. Before acting on the information the investor should consider its appropriateness having regard to their investment objectives,
financial situation and needs.
You should note that this information:
•
•
•
•

may contain references to amounts which are not in local currencies;
may contain financial information which is not prepared in accordance with the laws or practices of your country of residence;
may not address risks associated with investment in foreign currency denominated investments; and
does not address local tax issues.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. Investment involves
risk. Please review all financial material carefully before investing. The opinions expressed are based on current market conditions and are
subject to change without notice. These opinions may differ from those of other Invesco investment professionals.
The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession this marketing
material may come are required to inform themselves about and to comply with any relevant restrictions. This does not constitute an offer or
solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful to make such an offer
or solicitation.

