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The Credit Suisse Western European Leveraged Loan Index (“CS WELLI”) returned -0.04% in May, 
comprised of principal return of -0.42% and interest return of +0.38%.1 Year-to-date (“YTD”) returns 
are 2.97%.1 

A general risk-off tone for the month was fueled by US-China trade/tariff discussions – and tweets – 
coupled with slowing global growth projections. Bond markets benefited, with Treasuries and Bunds 
returning +2.5% and +1.5%, respectively. Bunds returned to negative yields, reaching all-time lows. 
In general, European government debt had positive total returns for the month, with Italian BTPs as 
the exception. The European Commission is considering fines on Italy for its failure to rein in debt, 
which reduced investor appetite. Conversely, equity markets were weak. For example, the UK Financial 
Times Stock Exchange 100 Index fell on the increased probability of a no-deal Brexit after the UK 
Prime Minister resigned, and the Euro Stoxx Banks Sector Index was down 10% during May.2 Oil was 
also hit by the risk-off move, with both Brent and WTI decreasing by more than 10% during the month. 

The negative US macroeconomic sentiment was reflected in USD-denominated asset returns within the 
index. USD-denominated loans, comprising approximately 29% of the CS WELLI, gave back close to a 
third of last month’s performance, returning -0.57% for May, partially offset by relatively robust 
European-denominated asset returns of +0.15%.1 

European primary loan supply was steady for the month with €8.1 billion brought to market across 
several deals, which is approximately 20% less than the same period last year. Market discipline 
remains: improved documentation, examples of increased margin (from initial guidance) to achieve 
syndication was evident, whilst two repricings (the first this year) occurred for well-performing credits. 
As we approach the traditionally slower summer period, the supply pipeline remains positive. A mix of 
add-on, acquisition, and debut issuer financings have been identified. 

The European CLO market remains active, with YTD issuance of €12 billion from 28 deals (versus 
€10.4 billion from 25 deals for the same period last year). Liability spreads have stabilized, with signs 
of tightening as evidenced by two late-in-month AAA pricings at 112bps and 111bps (versus the 
typical area of 114bps). This is a small, but helpful, dynamic for arbitrage/pricing economics. 
Moreover, spreads on the asset side (loans) are holding firm, with the average margin on single-B rated 
credits widening to EURIBOR+401 in the month from EURIBOR+375 in April.3 

The CS WELLI’s nominal value (size of the market) at the end of the month was €295 billion, a 3.7% 
increase since year end.1



Returns
• Within the CS WELLI, the Consumer Durables sector was the outperformer during the month, with a

total return of 1.17%, followed by Housing, which returned 0.81%, and Gaming/Leisure, which
returned 0.53%. The Consumer Non-Durables sector was the underperformer with a total return of
-2.10%, followed by the Aerospace and Energy sectors at -1.84% and -1.63% respectively.1

• CCC rated loans were the clear underperformer this month, with a -0.45% total return. BB and B
rated loans returns were -0.09% and -0.02%, respectively.1

• At month end, the average price of the CS WELLI was €98.06, down €0.32 during the month.
The CS WELLI’s three-year discount margin is 4.17% (+12 basis points across the month).1 For
comparison, the Credit Suisse Western European High Yield Index returned -1.56% for the month
and had a spread-to-worst yield of 4.85%.4

Fundamentals
• May’s Euro area flash PMIs continue to temper macroeconomic sentiment. The Manufacturing

reading of 47.7 was below expectations (of 48.1) and showed a further decline from last month’s
reading of 47.9. Likewise, Services fell and missed expectations (-0.3 points to 52.5, versus 53.0
expectations). The Composite Purchasing Managers Index (PMI) at 51.6 was below the preliminary
reading, although up from last month’s reading of 51.5. Recall a reading above 50 implies expansion.
Overall, a picture of continued weakness in the Manufacturing sector with the gap up to Services is
showing no sign of closing yet.

• The PMIs suggest that growth probably decelerated in the second quarter. Downside risks to the
outlook have increased. Although positively auto tariffs are unlikely in the near term, large negative
pressure from the continual US-China trade talks are possible.

• This uncertainty is keeping the ECB cautious and a dovish message is expected at the next meeting
on June 6th. Favorable terms for new Targeted Longer-Term Refinancing Operations and an update
on the tiering debate are likely. ECB thoughts around a cooling inflationary environment will be
closely monitored by market participants. The governor of the Bank of Finland commented that the
ECB is ready to reintroduce monetary support if the economic slowdown persists: “we now have a
soft patch in the economy and we are analyzing whether this is a genuine soft patch or a more of a
long lasting economic slowdown,” and “if things turn south and we face a recession we are ready to
use all instruments”.

• 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 3.65%.5

Index returns (%) 2013 2014 2015 2016 2017 2018
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2019
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2019
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2019

Credit Suisse Western 
European Leveraged Loan 
Index (EUR-HDG)

8.73 1.96 3.14 6.52 3.30 0.55 -0.07 0.98 -0.04 2.97

Credit Suisse Western 
European HY Index 
(EUR-HDG)

9.10 4.31 1.36 9.63 6.28 -3.85 1.01 1.52 -1.56 5.31

Source: Credit Suisse, as of May 31, 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.

1 Credit Suisse Western European Leveraged Loan Index (CS WELLI) in EUR as of May 31, 2019.
2 Euro Stoxx Banks Index (EUR) as of May 31, 2019. 
3 Leveraged Commentary & Data (LCD) CLO Weekly Report as of May 23, 2019.
4 Credit Suisse Western European High Yield Index as of May 31, 2019.
5 S&P European Leveraged Loan Index, average default rates covering June 1, 2007 through May 31, 2019.



Important information

All data provided by Invesco, as at May 31, 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 forward-
looking 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. 




