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2019 Third quarter market review
Unease defined risk entiment during the quarter, as investors navigated slowing economic 
momentum and escalating trade tensions while struggling to calibrate expectations for central bank 
support. Despite concerns about the aging economic cycle, the fundamental earnings backdrop 
remained broadly constructive for loan issuers and the trailing 12-month default rate remained low 
at just 1.29%. 1 Monthly returns for July, August, and September were 0.78%, -0.28%, and 0.42%, 
respectively,2 as loan price movement was relatively muted. Loans gained 0.92% in the third quarter 
overall, bringing year-to-date returns to 6.39%. 3 Beneath the surface, loan performance was 
bifurcated along quality lines, with high quality assets decisively outperforming lower quality and 
stressed assets. 

On a relative basis, loans underperformed high yield (1.26%) 4 and high-grade corporates (3.09%) 5 
during the quarter. With the US Federal Reserve (Fed) maintaining an easing bias in response to 
mounting growth risks, rates declined (i.e. the 10-year Treasury yield fell 33 basis points to 1.67%) 
and retail investors continued to pull capital out of floating rate loans. Retail loan funds have seen 
$29 billion exit this year while high yield bonds have attracted $15.3 billion in new flows.6 Investors’ 
fixation on interest rate expectations – rather than the full range of considerations relevant to credit 
investing – has propelled this reallocation of capital from senior secured risk towards unsecured risk, 
despite the absence of incremental yield for moving down quality as shown in the chart below. With 
investor angst on the rise, the flight to quality seen within the loan asset class this quarter would 
likely have extended to asset class selection as well, if not for the primacy of rate expectations in 
investors’ thinking. 

Figure 1: The yield differential between high yield bonds and loans has remained favorably skewed 
towards loans
Spread between US high yield bonds and US leveraged loans

• High yield bonds vs. leveraged loans • Average
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Source: J.P. Morgan Leveraged Loan Index versus J.P. Morgan US High Yield Bond Index as of Sept. 30, 2019.

Invesco Management S.A. (the Management Company) has appointed and delegated discretionary investment decisions with 
respect to the Fund to Invesco Senior Secured Management, Inc. (“The Investment Manager”). See prospectus for more 
information. All information as of Sept. 30, 2019, unless otherwise noted. Fund launch date is Aug. 11, 2006. Base currency is 
US dollar.

This document must be preceded or accompanied by the Prospectus for the Invesco US Senior Loan Fund, a sub-fund 
of Invesco Zodiac Funds.

" Be sure to put your feet in 
the right place, then stand 
firm.”

— Abr aham Lincoln
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Although loans’ floating rate coupons are a distinguishing feature of the asset class, the more critical 
return drivers for long-term loan investors to consider are i) the relatively high  absolute coupon rates, 
which are comprised of LIBOR plus credit spread, and ii) loans’ advantageous position within the 
capital structure. Even in a declining interest rate environment, loans’ overall coupons should remain 
strong. The income provided by loans tends to be stable during periods of flat /falling rates, as this 
often coincides with spreads widening. This dynamic works to stabilize the level of coupon income 
regardless of interest rate environment, as shown in the chart below.

Figure 2: Historically, credit spreads increase as LIBOR decreases, balancing the impact to coupon income
Weighted average absolute institutional rate
• 3-Month LIBOR • Institutional spread • Average
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Source: Standard & Poor’s LCD and S&P/LSTA Leveraged Loan Index. Excludes facilities in default, Sept. 30, 2019.  
Updated quarterly.

The third quarter was more active with respect to new issue supply than was the first half of 2019, 
driven largely by an uptick in refinancing activity during September. Gross issuance totaled $51.1 
billion during the period, bringing year-to-date gross issuance to $250.2 billion, which is still down 
58% fr om last year.7 Net of refinancing /repricings, issuance was $51.1 billion in the quarter, and 
$153.9 billion year-to-date, 35% lower than in the same year-to-date period last year.7 Slower M&A 
activity and improved financing conditions in the bond market have contributed to the lower loan 
issuance in 2019. Comparatively stronger investor interest in fixed rate credit amid declining rates 
have helped suppress the cost of capital in the bond market, enticing more companies to issue 
bonds instead of loans.

Third quarter demand patterns resembled those of the first two quarters of the year, as continued 
withdrawals from retail accounts were offset by CLO issuance. New CLO volume was $26.3 billion 
(net of refi/resets) during the quarter, slightly decelerating from a robust second quarter.6 CLO 
formation was progressively slower as the quarter wore on as rising AAA liability spreads 
compressed the arbitrage in new deals (i.e. the gap between asset and liability spreads), increasing 
the difficulty for managers hoping to source minority equity for new structures. Managers continued 
to navigate these issues with creative structuring approaches, such as shorter reinvestment periods, 
in order to get new deals completed. Within retail, accounts pulled $8.0 billion of assets during the 
quarter driven – still undeservedly, in our view – by declining expectations for interest rates.6 As 
discussed above, we expect interest rate cuts by the Fed will be offset over time by widening spreads 
on new issue, leading to a muted overall impact on loan investors’ income. Rate cuts are being 
motivated by macroeconomic risk, which has weighed on risk appetite and pushed new issue spreads 
wider. Such an outlook is supportive of rotating towards the more defensive positioning in credit that 
loans offer, not away from it.  
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Figure 3:  Retail outflows and decent CLO creation combined to form an improved, but not overly strong, 
demand technical in Q3

• US loan retail fund fl ws • US CLO volume
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Source: J.P. Morgan as of Sept. 30, 2019.

Amid ongoing retail outflows and lukewarm overall demand for loans, refinancing activity remained 
subdued at $41.4 billion in the third quarter despite a small surge in activity during September.6 The 
absence of repricings and rising new issue spreads have combined to drive nominal spreads higher in 
2019, from 3.48% t o 3.56%. 3 Meanwhile, three-month LIBOR finished the quarter at 2.09%, down 
from 2.32% at the end o f the second quarter, but only modestly below the 2.30% average over the 
course of 2018.1 These two factors together have resulted in stable coupon income for loan investors, 
as shown in Figure 2 above.

From a fundamentals standpoint, the backdrop for loans remained supportive. US economic growth 
decelerated quarter-over-quarter in Q2 to 2.0% as the 2018 fiscal stimulus impact faded and trade 
tensions weighed on investment. As a result, the overall earnings environment for loan issuers 
moderated, but continued to support positive profit growth as shown in the chart below, with ample 
cash flow to cover debt burdens, and a low default rate. Going forward, trade remains a key source 
of uncertainty as US negotiations with China and the European Union are ongoing. To the extent 
macroeconomic risk escalates, the Fed appears willing to provide further monetary stimulus, though 
its commitment to pre-empting economic softness with further policy action is less clear. 

Figure 4: Loan issuers’ earnings remained healthy
• Year-over-year EBITDA growth
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Source: LCD, an offering of S& P Global Market Intelligence as of June 30, 2019. Figures are available on a quarter lag basis.

Loan defaults in the past year have remained largely confined to the Retail sector. With no new 
defaults in the third quarter, the default rate edged lower to 1.29% on a trailing 12-month basis, still 
well below the 2.90% his torical average.8
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Figure 5: Defaults in last twelve months showed the limited impact of sector-specific concerns 

• Automotive 6.66

• Business equipment & services 21.75

• Electronics/electric 3.02

• Financial Intermediaries 6.91

• Food products 3.33

• Oil & gas 6.99

• Retailers (other than food/drug) 34.43

• Telecommunications 12.56

• Utilities 4.34

Source: S&P Leveraged Commentary & Data (LCD) as of Sept. 30, 2019.

The absence of widespread distress among loan borrowers is evident from the fact that just 4.9% o f 
the market was trading below $80 at the end of the September.6 This percentage moved slightly 
higher during the quarter due to risk aversion in the low quality end of the market; however, it 
remained well below the 11.9% pe ak reached during the last mini-default cycle in January 2016.6 
Similarly, the uniformity of price gains (except for commodity driven sectors) across both cyclical and 
defensive sectors in the third quarter (shown in the chart below) continued to indicate stable credit 
fundamentals.

Figure 6: Q3 price gains were evenly distributed across sectors
• Q3 2019 • YTD 2019
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Source: Credit Suisse Leveraged Loan Index, total returns in USD, as of Sept. 30, 2019. Past performance is not a guide to 
future returns.

From a credit quality perspective, as depicted in the chart below, higher quality “BBs” continued to 
outperform “Bs” in the second quarter, driven by the largest, most liquid loans (which have a higher 
quality bias). Both ratings categories decisively outperformed lower quality “CCCs”, which have seen a 
weaker bid throughout 2019. Investors’ growing bias towards higher quality also impacted the new issue 
market during the quarter, where high quality deals were generally devoured by investors and lower 
quality deals struggled. Investors successfully pushed back against aggressive documentation asks and 
inadequate pricing, a trend that was particularly evident in the month of September. Case in point, 40%  
of new deals in September required major lender-friendly changes to clear the market, up from 22% in  
the second quarter.9 This is indicative of healthy investor restraint regarding riskier deal structures in the 
loan market as the economic cycle shows signs of slowing. 

Confidential: This document is intended to be used only by the eligible persons to whom Invesco has directly provided. Not for further distribution. 5



Figure 7: Higher quality outperformed in Q3 as higher beta credits rebounded
• Q3 2019 • YTD 2019
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future returns.
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Invesco US Senior Loan Fund (Zodiac) positioning

Sector positioning
For the period ended September 30, 2019, the Fund was high exposed the Telecommunications 
sector by 376 basis points (bps), the Energy sector by 276bps, and the Utilities sector by 214bps. 
During the quarter, there were no changes to the composition of the top three high exposed 
sectors. 

The Fund’s high exposure in the Telecommunications sector continues to be driven by a combination 
of European assets held that are not constituents of the Credit Suisse Leveraged Loan Index (CS LL 
Index) – namely, an American cable television provider, a French cable operator, and a Swiss mobile 
operator – and high exposure in select US loans (e.g., a Monroe headquartered technology 
company, a Mattoon headqauartered broadband provider and an US voice and data provider). The 
Telecommunications sector has sustained top line pressure overall in recent periods; however, the 
capital structures of these companies have meaningful junior capital and we feel that the first lien 
positions are well covered by enterprise value and believe that they offer compelling risk adjusted 
return potential. This view again added significantly to performance during the quarter with the 
strong recovery in the loan prices of several of these holdings; the sector added 17bps of relative 
outperformance during Q3 2019 and 60bps year-to-date. In the Telecommunications sector (as well 
as in Cable & Wireless), we have often invested in the US Dollar tranches of European-domiciled 
borrowers because (1) they offer better relative value than their US-based counterparts of similar 
quality and (2) in many cases, these are multinational corporations with both US and European 
businesses from which we can extract a premium. 

The Fund’s high exposure in the Energy sector is the result of high conviction positions that we have 
held through the oil & gas crisis, where we believe that the fundamental value exceeds the current 
prices in the market. In some cases, this includes equity positions the Fund has received in 
restructurings that we feel are currently undervalued by the market. While this has been a volatile 
sector (both loans and restructured equities), and the sector detracted 43bps from overall Fund 
performance during Q3 2019, the Fund’s high exposure added 15bps of outperformance during 
2018 and we feel the long term value of these investments can benefit future performance. 

The Fund’s high exposure in the Utilities sector is driven by our desire to be “up” in quality at this 
stage in the credit cycle, with the vast majority of issues in the Fund’s Utilities sector portfolio rated 
B1 or better. Additionally, we continue to believe that the Utilities sector will benefit from a more 
favorable regulatory environment in the US under the current administration. This view has been 
borne out by the outperformance of this sector relative to the overall benchmark during 2018, and 
by the 24bps that the Utilities sector added to outperformance during the first three quarters of 
2019. 

Conversely, the low exposed sectors in the portfolio were the Healthcare sector by 465bps, the 
Financials sector by 228bps, and the Information Technology sector by 215bps, followed closely by 
the Retail sector at 197bps. 

The lowest exposure in the Healthcare sector continues to reflect our belief that investors are not 
being adequately compensated for the risks facing healthcare providers in the current market 
environment. Hospital operators face great uncertainty due to ongoing efforts to change the 
Affordable Care Act, lower-than-expected admissions, and the shift toward healthcare consumerism, 
while post-acute care providers (e.g., long-term acute care hospitals, skilled nursing facilities, and 
home health) face significant reimbursement risk. Many sectors within Healthcare have been 
negatively impacted by proposed “surprise billing” legislation, which has been a legislative focus in 
2019. In our view, the highly politicized nature of the Healthcare sector adds meaningful risk to the 
downside, and we have been highly selective in our investing in the sector. This stance added 4bps 
to performance during the quarter as political rhetoric regarding bringing down the cost of 
healthcare in the US weighed on the sector’s performance; we expect this to continue. 

The Fund’s low exposure in the Financial sector stems from a lack of attractive relative value 
opportunities in the sector. Additionally, the sector’s credit quality is skewed toward the lower end 
of the credit quality spectrum (seven of the top ten issuers have Corporate Family Ratings (CFR) of 
B3), which we have been actively underweight. Lastly, there are a large number of relatively small 
loans to borrowers in the investment management industry, which we feel will be volatile in a down 
market/recessionary environment. At this point in the credit cycle, we have low exposed the sector. 
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Information Technology is among the largest and fastest growing sectors within the CS LL Index, 
and our low exposure reflects our view that both (1) the relative value is not overly compelling 
within the sector as a whole and (2) the rapid growth of the sector over the past several years has 
led to some exuberance in sector valuations. Additionally, we have recently seen a pull in capital 
spending by US companies, which we feel may pressure sector revenues in coming quarters. 

Lastly, the Retail sector has been extremely challenged by online retailing, with department stores, 
apparel and toy retailers, and mall-based retailers particularly impacted. The Fund has been 
underweight the Retail sector since we began reducing exposure in 2015. Restructurings across the 
Retail sector began accelerating in 2017 and have continued through the current quarter. While the 
Retail sector enjoyed strong performance during 2018 and again in Q1 2019, this reversed in Q2 
and Q3 2019 as pressures on specific etail credits weighed on the sector’s return. We expect that, 
longer-term, restructuring in the sector will continue as issuers deal with over-leveraged balance 
sheets, heavy fi ed cost business models, and intensifying competition from online and omni-channel 
distribution. As shown by the Toys “R” Us liquidation, restructuring outcomes in the sector can be 
very binary. As such, we remain low exposed to the sector.

Risk positioning
Risk positioning within the Fund was a 5bps contributor to relative outperformance during the quarter 
vis-à-vis the CS LL Index and added 9bps to performance year-to-date. We continue to position the 
Fund to be low exposed to the lower quality end of the risk spectrum, given our view on risk-adjusted 
relative value over the long term and that we reside in the later stages of the current credit cycle. 
During the quarter, we continued to move the portfolio up in quality, reducing the Fund’s B2 and B3 
rated positions by an additional 73bps. This positioning has aided recent quarterly performance and, 
again during the quarter, BB rated loans in the CS LL Index outperformed B rated and CCC rated 
loans by a hefty 174bps and 295bps, respectively.3 The CCC category produced a negative 126bps 
return during the quarter as investor fled to quality. At this stage in the credit cycle, we do not 
believe that the spread offered on lower quality assets sufficiently compensates investors for being 
overweight the riskier end of the credit spectrum. As of September 30, 2019, the spread between 
CCC and BB rated loans widened out to L+1,284bps from L+810bps at the start of the year (and well 
wide of the 5-year average of L+976bps).10 However, as noted above, our view remains cautious on 
lower rated credit, despite the recent movement in spreads, given where we are in the credit cycle. 
As recently as Q1 2016, the spread between CCC and BB rated credits widened to an excess of 
2,000bps when the economic outlook softened, and with an economic contraction likely within the 
next 24 months, we feel that remaining up in quality can meaningfully benefit future performance. As 
such, for the quarter ended September 30, 2019, the Fund on average was 1,314bps low exposure 
B through D rated assets vis-à-vis the CS LL Index. 

While the portfolio may be sacrificing ome yield in the short-term, we continue to believe that the 
relatively indiscriminate chase for yield that prevailed prior to October 2018 has compressed spreads 
between CCC and higher rated credit to the point where we do not believe the lower rated segment of 
the market is providing adequate compensation to take on the much higher default risk associated 
with CCC rated assets. While there are CCC issuers in which we have high conviction and will continue 
to own (e.g., some Energy sector credits), the CCC ratings category is more broadly concentrated in 
segments like the Retail sector in which we have little conviction. While the Fund’s risk positioning may 
be a detractor from performance during quarters of increasing risk appetite in the market, we believe 
that the conservative risk positioning may benefit the po tfolio in the long term. 

3Q 2019 performance commentary
The gross return for the H shares of the Fund for the third quarter 2019 was 0.75% v ersus 0.92% 11 
for the Credit Suisse Leveraged Loan Index, resulting in underperformance of 17bps. Performance 
attribution descriptions are provided in the appendix.12 The following commentary is applicable to all 
share classes of the Invesco US Senior Loan Fund.

The largest driver of underperformance was credit selection, which subtracted 30bps from relative 
performance. Among individual credits, the Fund’s positions in an American multinational 
engineering company and an US office electronics provider were the biggest detractors. The 
American multinational engineering company is a provider of engineering, fabrication, and 
construction services to a variety of customers in the energy and power industries. The company 
has been struggling with cost overruns on a project it acquired as part of its Chicago Bridge & 
Ironworks acquisition in early 2018. In September, concerns arose with respect to the company’s 
liquidity profile, which is vital to its ability to complete projects. Although the company is taking a 
number of steps to shore up liquidity, this caused the loan price to fall from the mid-90s to the low 
60s, costing the Fund 18bps in relative performance.
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The second largest contributor to relative underperformance was the Fund’s position in the US 
office electronics provider. In early July, it was reported that the company had lost two large 
customers and, as a result, was revising its EBITDA guidance down. The loan traded from 97 into 
the 40s on the news before partially rebounding. We exited the position in full, but the selloff cost 
the Fund 12bps in relative performance. 

As noted above, also contributing to underperformance was the Fund’s high exposure (+276bps) in 
the Energy sector. Oil prices declined by 8% from $58.47 a barrel to $54.07 during the quarter and, 
as a result, the Energy sector lagged the benchmark (-486bps) and subtracted 43bps from relative 
performance during the quarter. Among the larger movers were a Bermuda headquartered 
deepwater drilling contractor (-14bps), a Gulf of Mexico oil and gas producer (-7bps), and a 
Luxembourg headquartered offfshore deepwater drilling company (-5bps). 

Offsetting this, in part, was the Fund’s high exposure in BB rated loans (+750bps), low exposure 
(-53bps) in CCC rated loans, as well as its  in larger, high beta credits also drove outperformance. As 
noted above, this is consistent with market trends overall. During the quarter, the larger, higher 
quality BB rated issuers outperformed B and CCC rated deals, with returns of 1.57%, 0.87%, and 
-1.26%, respectively.2 Together, these added 5bps of relative outperformance.

Approximately 27.1% of the Fund’s portfolio is invested in the 100 largest loans in the market 
versus 24.8% for the CS LL Index. This percentage has increased as we have sought to de-risk the 
portfolio by selling lower rated (and in many cases, smaller) credits. As we have reinvested the 
proceeds in larger capital structures with greater subordination, the portfolio has gone from being 
approximately 270bps low exposed to the top 100 largest loans at the end of the second quarter of 
2018 to approximately 230bps high exposed at the end of Q3 2019. During the quarter, we 
reduced B2 and B3 rated positions in the portfolio by approximately 73bps, bringing the total to 
731bps for the year. 

The performance of some of the largest loans in the portfolio (and in the market) is illustrative of 
the impact of high beta loans on performance. A Netherland based telecoms and mass media 
company, the ninth largest position in the portfolio and one of the larger capital structures in the 
market, with about $6.4 billion in secured debt and approximately $8 billion in total debt, added 
9bps to relative performance during the quarter. A British private equity firm, the second largest 
position in the portfolio and one of the largest capital structures in the market, with approximately 
$11 billion in total debt, added 8bps to relative performance during the quarter. Finally,a French 
cable and telecommunications company, the sixth largest position in the portfolio and one of the 
largest capital structures in the market, with about $10 billion in secured debt and approximately 
$17 billion in total debt, added 6bps to relative performance during the quarter. 

In addition, contributing to relative outperformance was positioning within the Utilities (+214bps 
high exposed) and Metals/Mining (-57bps low exposed) sectors. The Metals/Mining sector was the 
worst performing sector in the market during the quarter, returning -4.15%; the Fund’s low 
exposure contributing 6bps to relative outperformance. Good credit selection within the Utilities 
sector added 10bps to relative performance. 

Also offsetting some of the underperformance from credit was asset selection, which added 12bps 
to relative performance. Although the Fund holds a relatively modest (3.94%) average secured note 
position, given the strong market rally, even this modest position added to performance.

Year-to-date performance commentary
The gross return for the H shares of the Fund for the year-to-date period ending September 30, 
2019 was 6.71% versus 6.39% for the CS LL Index, resulting in outperformance of +32bps. 11 
Performance attribution descriptions are provided in the appendix.12 The following commentary is 
applicable to all share classes of the Invesco US Senior Loan Fund.

The largest driver of outperformance was credit selection, which added 30bps to relative 
outperformance. Among individual credits, the Fund’s high exposure (+65bps) in an US voice and 
data communications company was the largest contributor, adding 18bps to relative 
outperformance. It's bellwether B6 loan traded up from 90.25 to 101.75 (and up from 89.5 in late 
February) after its February 25, 2019 bankruptcy filing following an adverse ruling in the a litigation 
case. An US hedge fund challenged the 2015 spin-off of US voice company’s copy and fiber assets 
to Uniti (f.k.a. Communications Sales & Leasing), arguing that the prevailing company's note 
indentures at the time prohibited the transaction. The US hedge fund also challenged the validity of 
subsequent debt exchanges that were completed by the company, arguing these exchanges violated 
debt covenants by increasing the principal amount of debt outstanding. The judge ruled in favor of 
US Hedge fund both matters and indicated that it was entitled to a judgement in the amount of 
$310 million plus accrued interest of approximately $13 million (starting from July 23, 2018). 

Confidential: This document is intended to be used only by the eligible persons to whom Invesco has directly provided. Not for further distribution. 9



The US voice and data communications company intends to use the court-supervised process to 
address defaults under debt documents that have occurred as a result of the judge’s decision in the 
litigation case. We had correctly positioned the Fund to take advantage of what we believed would 
be a positive impact on the loan price should the company lose the case.

Additionally, the Fund’s high exposure in BB rated loans (+477bps), low exposure (-134bps) in CCC 
rated loans, as well as high exposure in larger, high beta credits also drove outperformance. As 
noted above, this is consistent with market trends overall. During the first three quarters of the 
year, the larger, higher quality BB rated issuers outperformed B and CCC rated deals with returns of 
7.62%, 6.15%, and 1.48%, respectively.13 Together, these added 9bps of relative outperformance. 

Approximately 27.1% of the Fund’s portfolio is invested in the 100 largest loans in the market 
versus 24.8% for the CS LL Index. The percentage has increased as we have sought to de-risk the 
portfolio by selling lower rated (and in many cases, smaller) names. As we have reinvested the 
proceeds in larger capital structures with greater subordination, the portfolio has gone from being 
approximately 270bps low exposure to the top 100 largest loans at the end of the second quarter 
of 2018 to approximately 230bps low exposure at the end of Q3 2019. Year-to-date, we reduced 
B2 and B3 rated positions in the portfolio by approximately 731bps. The S&P/LSTA Leveraged Loan 
100 Index, which represents the 100 largest and most liquid loans in the market, outperformed the 
broader CS LL Index for the year by 90bps, returning 7.29%,14 which has also boosted relative 
performance. 

The performance of some of the largest loans in the portfolio (and in the market) is illustrative of 
the impact of high beta loans on performance. A French cable and telecommunications company, 
the sixth largest position in the portfolio and one of the largest capital structures in the market, with 
about $10 billion in secured debt and approximately $17 billion in total debt, added 21bps to 
relative performance during the quarter. A Netherlands telecoms and mass media company, the 
ninth largest position in the portfolio and one of the larger capital structures in the market, with 
about $6.4 billion in secured debt and approximately $8 billion in total debt, added 21bps to relative 
performance year to date. Finally, an US based aerospace parts and instruments provider , which 
was the largest position in the Fund at the end of the third quarter and soon-to-be the largest capital 
structure in the market, with $7.6 billion in senior debt and $13 billion in total debt outstanding, 
added 18bps to relative performance. 

Offsetting some of the outperformance from credit, risk, and sector positioning was asset selection, 
which subtracted 19bps from relative performance. Although the Fund held a relatively modest 
(2.26%) average cash position during the year, given the strong market rally, even this modest 
position weighed on performance, as did the performance of some equities received in 
restructurings.
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1  S&P Leveraged Commentary & Data (LCD) as of Sept. 30, 2019.
2  Credit Suisse Leveraged Loan Index, total returns in USD, as of July 31, 2019, August 31, 2019, and Sept. 30, 2019, 

respectively.
3 Credit Suisse Leveraged Loan Index, total returns in USD, as of Sept. 30, 2019.
4 BAML High Yield Bond Index, total returns in USD, as of Sept. 30, 2019.
5 BAML Investment Grade Corporate Index, total returns in USD, as of Sept. 30, 2019. 
6 J.P. Morgan as of Sept. 30, 2019.
7 Credit Suisse as of Sept. 30, 2019.
8 S&P LCD as of Sept. 30, 2019. Historical average default rate covers the periods Jan. 1, 1999 to Sept. 30, 2019. 
9 Covenant Review Trendlines Topical Report, October 7, 2019

10 S&P Leveraged Loan Index as of Sept. 30, 2019, spread differential measured by the 3-year-discount margin. 
11  Invesco, as of Sept. 30, 2019. Please see the following returns for the Invesco US Senior Loan Fund’s H share class. 

Invesco US Senior Loan Fund’s H share class returned 0.75% gr oss and 0.52% ne t for the third quarter of 2019, 3.04% 
gross and 2.11% ne t for the one-year period ended Sept. 30, 2019, 4.85% gr oss and 3.91% ne t for the three-year period 
ended Sept. 30, 2019, 4.34% gr oss and 3.40% ne t for the five-year period ended Sept. 30, 2019, and 5.29% gr oss and 
4.26% ne t since inception, Aug. 11, 2006. The Credit Suisse Leveraged Loan Index, total returns in USD, returned 3.11% 
for the one-year period ended Sept. 30, 2019, 4.68% f or the three-year period ended Sept. 30, 2019, 4.11% f or the 
five-year period ended Sept. 30, 2019, and 4.41% sinc e Aug. 1, 2006.

Time frame 

Invesco US  
Senior Loan Fund

Invesco US  
Senior Loan Fund

Credit Suisse 
Leveraged 

Loan Index 
(CS LLI) (%)

H share 
class gross (%) 

H share 
class net (%)

9/30/14 – 9/30/15 0.50 -0.40 1.23
9/30/15 – 9/30/16 6.68 5.75 5.35
9/30/16 – 9/30/17 5.91 4.92 5.36
9/30/17 – 9/30/18 5.66 4.70 5.58
9/30/18 – 9/30/19 3.04 2.11 3.11

 Past performance is not a guide to future returns.
12 Performance Attribution descriptions:

– Credit Selection: contribution to performance from high/low exposure in individual credits to the CS LLI.
– Risk Positioning: contribution to performance from ratings high/low exposures relative to the CS LLI.
– Sector Allocation: contribution to performance from sector high/low exposures relative to the CS LLI.
–  Asset Selection: contribution to performance from non-benchmark CS LLI assets (Floating Rate Notes, High Yield Bonds,

non-US loans, CLOs, Equity, Cash, etc.)
–  Trade Execution: contribution to performance from ability to execute inside the bid/ask spread of the US senior loan

market.
13  Credit Suisse Leveraged Loan Index, total returns in USD, as of March 31, 2019, June 30, 2019, and Sept. 30, 2019, 

respectively.
14 S&P/LSTA Leveraged Loan 100 Index and Credit Suisse Leveraged Loan Index as of Sept. 30, 2019.

Fund 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 fund is particularly dependent on the analytical abilities of its investment manager on senior 
loans. Many senior loans are illiquid, meaning that the fund may not be able to sell them quickly at a 
fair price and/or that the redemptions may be delayed due to illiquidity of the senior loans.

The market for illiquid securities is more volatile than the market for liquid securities. The market for 
senior loans could be disrupted in the event of an economic downturn or a substantial increase or 
decrease in interest rates. Senior loans, like most other debt obligations, are subject to the risk of 
default. For more important information on risks associated with the fund, please see the “Risk 
Factor” section on pages 45-46 of the Prospectus.
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Important information

All data is as of the date of this document and sourced from Invesco unless otherwise stated. Portfolio weightings and allocations are subject to change. 

This document is intended to be used only by the eligible persons to whom Invesco has directly provided. It is for discussion and illustrative purposes only. It should 
not be distributed to or relied upon by members of the public or retail investors. Circulation, disclosure, or dissemination of all or any part of this document to any 
unauthorized person is prohibited. 

The fund(s) or the investment strategy(ies) mentioned in this document is available only in jurisdictions where its promotion and sales are permitted under 
applicable law and regulations. It does not constitute an offer to public, whether by sale or subscription. Persons into whose possession this document may come 
are required to inform themselves about and to comply with any relevant restrictions. This does not constitute an offer or solicitation to buy or sell any securities, 
investment advisory services or to adopt any investment strategy by anyone in any jurisdiction in which such an offer or solicitation is not authorised or lawful.

Where Invesco has expressed views and opinions, these are based on current market conditions and subject to change without notice. The value of investments 
and any income will fluctuate (this may partly be the result of exchange-rate fluctuations, adverse issuer, political, regulatory, market and/or economic 
developments) and can be more volatile than, and can perform differently from the market as a whole. Investors may not get back the full amount invested. Past 
performance is not a guide to future returns.  

Holdings are subject to change without notice. There is no guarantee that the securities/industries/regions mentioned above are currently held or will be held by 
Invesco funds in the future. It does not represent a recommendation to buy/hold/ sell the securities/ industries/regions. It must not be seen as investment advice.

As with all investments, there are associated inherit risks and may not be suitable for an investor's goals, objectives and risk tolerance. Please read offering 
documents carefully before investing. Invesco does not provide legal or tax advice and we encourage you to consult your own lawyer, accountant or other advisor 
before making an investment. 

Invesco does not assume any duty to update any forward-looking statements in this document  which are based on certain assumptions of future events and 
information available on the date hereof. There can be no assurance that forward-looking statements will be materialized or the intended objectives or targets 
being achieved. Whilst great care has been taken to ensure that the information contained herein is accurate and the data or information supplied by outside 
sources are reliable, Invesco does not accept any responsibility for any errors, mistakes or omissions or for any action in reliance thereon. 

All trademarks and service marks included herein belong to Invesco or an affiliate, except third-party trademarks and service marks, which belong to their 
respective owners. 

Hong Kong

This document is distributed, circulated or issued to professional investors (as defined in the Hong Kong Securities and Futures Ordinance (the “SFO”) and any 
rules made under the SFO or as otherwise permitted by the SFO only in Hong Kong. 

This document is issued in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 41/F, Champion  Tower, Three Garden Road, Central, Hong Kong.

Singapore

This document is provided to Institutional, Accredited and such other Investors in Singapore as specified below.

The fund(s) as mentioned in this document (where applicable) (the “Fund”) is a restricted foreign scheme in Singapore. The Fund is not authorized or recognised 
by the Monetary Authority of Singapore (the “MAS”) and the Interests of the Fund are not allowed to be offered to the retail public in Singapore. Each of the 
information memorandum of the Fund and any other document issued as part of the same is not a prospectus as defined in the Securities and Futures Act (the 
“SFA”). Accordingly, statutory liability under the SFA in relation to the content of prospectuses does not apply. You should consider carefully whether the 
investment is suitable for you.

This document may not be circulated or distributed, nor may the Interests of the Fund be offered or sold, or be made the subject of an invitation for subscription 
or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 304 of the SFA, (ii) to a relevant person 
pursuant to Section 305(1) of the SFA, (iii) to any person who meets the requirements of an offer made pursuant to Section 305(2) of the SFA, or (iv) pursuant 
to, and in accordance with the conditions of, any other applicable provision of the SFA.

As the Fund is not denominated in Singapore dollars, eligible investors must be aware of their exposure to foreign currency exchange risk.

This document is issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.

Korea

This document is provided to Qualified Professional Investors only in Korea upon request. The fund(s) as mentioned in this document (where applicable) (the 
“Fund”) have not been registered under the Financial Investment Services and Capital Markets Act of Korea. Neither the Fund  nor the Investment Manager of the 
Fund  is making any representation with respect to the eligibility of any recipients of this document to acquire the shares/units therein under the laws of Korea, 
including but without limitation the Foreign Exchange Transaction Act and Regulations thereunder. 

PRC

This document is provided to certain specific sovereign wealth funds or Qualified Domestic Institutional Investors approved by local regulators in the People’s 
Republic of China on a one-to-one basis. The People's Republic of China does not include the Hong Kong or Macau Special Administrative Regions or Taiwan 
herein. The fund(s) as mentioned in this document (where applicable) are not being offered or sold  in the PRC to or for the benefit of, legal or natural persons of 
the PRC unless such parties have received all prior PRC’s governmental approvals as required. 



Taiwan

This document is provided by Invesco Taiwan Limited (“Invesco Taiwan”). Address: 22F, No.1, Songzhi Road, Taipei 11047, Taiwan, R. O. C.; Telephone 
No.:0800-045-066. It contains confidential and proprietary information and is intended only for private placement investors of offshore funds in Taiwan who 
are qualified under Article 52 of the Regulations Governing Offshore Funds or for professional investment institutions of non-securitized offshore funds in 
Taiwan who are qualified under the article 4 of Financial Consumer Protection Act (collectively the “Qualified Investors”). It is delivered only to the Qualified 
Investors and may not be used by, copied, reproduced, relied upon or distributed in whole or in part, to any other person in Taiwan without prior written 
permission from Invesco Taiwan.

Qualified Investors should be aware that the fund(s) mentioned herein (the “Fund(s)”) is not registered with the Financial Supervisory Commission in 
Taiwan or its product specific nature is not security investment trust fund and may not be freely offered or sold in Taiwan unless it has been approved 
or reported for effectiveness for public offering and sale or for selling through private placement.

Brunei

This document is provided to certain specific institutional investors in Brunei for information purpose only. All offers, acceptances, subscription, sales, and 
allotments of interests described in this document or any part thereof shall be made outside of Brunei Darussalam. The fund(s) as mentioned in this document 
(where applicable)  have not been registered or approved by the Autoriti Monetari Brunei Darussalam or by any other government agency, or under any other 
law, in Brunei Darussalam. 

Thailand

The information herein is provided to you solely at your request (unless you are a qualified institutional investor and the document is for the provision of 
investment management services only). The fund(s) as mentioned in this document (where applicable) have not been registered with, or approved by,  the 
Office of the Securities and Exchange Commission of Thailand which takes no responsibility for its contents. 

Malaysia

This document is prepared for the sole use of certain specific institutional investors in Malaysia upon request. The recognition by the Malaysian Securities 
Commission pursuant to Section 212 of the Malaysian Capital Markets and Services Act 2007 has not been / will not be obtained for the fund(s) as mentioned 
in this document (where applicable) nor will this document be lodged or registered with the Malaysian Securities Commission.  

Indonesia

This document is prepared for the sole use of certain specific institutional investors in Indonesia. The Securities offered under this marketing material(s) or 
document(s) are not and will not be registered with the Financial Services Authority (Otoritas Jasa Keuangan, "OJK") and the Commodity Futures Trading 
Supervisory Agency ("Bappebti") nor have they been approved by the Indonesian Central Bank (Bank Indonesia) for sale in Indonesia. 

Philippines

THIS DOCUMENT IS PREPARED FOR THE SOLE USE OF THOSE FALLING UNDER THE QUALIFIED BUYER OR PRIVATE PLACEMENT EXEMPTIONS 
IN PHILIPPINES UPON REQUEST. 

THE SECURITIES BEING OFFERED OR SOLD UNDER THIS MARKETING MATERIAL(S) OR DOCUMENT(S) HAS/HAVE NOT BEEN REGISTERED WITH 
THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE OF THE PHILIPPINES. ANY FUTURE OFFER OR 
SALE THEREOF IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT 
TRANSACTION.
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