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The Credit Suisse Western European Leveraged Loan Index (“CS WELLI”) returned 0.13% in June, 
comprised of principal return of -0.20% and interest return of +0.33%.1 Year-to-date (“YTD”) returns 
are 3.11%.1

Continued mediocre Eurozone economic data led to a shift in ECB rhetoric – swinging the pendulum 
from QT back to (likely) QE. While questions remain surrounding the timing and tools that will be used, 
markets reacted positively to the new tone: German Bunds hit all-time lows. However, the European loan 
market, characterized by a stable balance of supply and demand, resulted in a “steady as it goes” theme 
of returns in the month. Global tensions remain between the US and China over tariff/trade, between 
the US and Iran with the expected volatility across the oil complex, and regarding US Federal Reserve 
monetary policy.

June’s primary loan supply was solid at €7.0 billion. This brings year-to-date issuance to a respectable 
€34.3 billion, albeit lower than the €50.5 billion in the same period last year. Positively, given the 
amount of supply and decent pre-summer primary pipeline, new issuance loans cleared, on average, at 
an attractive spread of EURIBOR + 3.88% (0% floor). 

The European CLO market remains active, with issuance for the first half of the year of €14.3 billion 
from 34 deals (versus €13.4 billion from 32 deals for the same period last year). Liability spreads 
remain elevated, with AAA pricings in the 111-112 basis points area for seasoned managers, showing 
the continuation of tight arbitrage economics. 

The negative US macroeconomic sentiment and demand for higher duration products was reflected by 
weak USD-denominated asset returns within the CS WELLI. USD-denominated loans, comprising 
approximately 29% of the CS WELLI, returned -0.02% for June, partially offset by relatively robust 
Euro- and GBP-denominated asset returns of +0.18% and +0.31%, respectively.1

The CS WELLI’s nominal value (size of the market) at the end of the month was €294 billion, 
a 3.8% increase since year end.1



Returns
• Within the CS WELLI, the Aerospace sector was the outperformer during the month, with a total

return of 2.86%, followed by the Utility sector, which returned 0.78%. The Energy sector was the
underperformer with a total return of -1.47%, followed by the Shipping sector at -1.29%.1

• CCC rated loans were the clear outperformer this month, with a 2.26% total return. BB and B rated
loans‘ returns were 0.25% and flat, respectively.1

• At month end, the average price of the CS WELLI was €98.01, down €0.05 during the month.
The CS WELLI’s three-year discount margin is 4.20% (+3 basis points across the month).1

For comparison, the Credit Suisse Western European High Yield Index returned 2.22% for the month
and had a spread-to-worst yield of 4.23%.2

Fundamentals
• The impact of trade wars is taking its toll on global manufacturing with indicators slowing, leading to

the consensus belief that the US is approaching the end of its long-lasting (10 year) positive
economic growth cycle; obviously, this has ramifications for Europe.  US-China trade developments
remain a significant (global) macroeconomic driver of this growth cycle.

• The latest Euro area PMIs point to weak growth, including evidence that Germany contracted again in
the second quarter. Low growth and continued uncertainty continue to elevate downside risks to
inflation, a situation closely monitored by the ECB which stands ready to act: cutting rates, while
mitigating any side-effects (in the Bank sector for example), reimplementation of its asset purchase
programme (QE), or a mix of both. Although the ECB has not explicitly committed to QE, following
Mario Draghi’s Sintra speech during the month, the market is taking Corporate Sector Purchase
Programme (CSPP) II as a fait accompli. From a technical impact, at least, central bank rhetoric has
propped up markets, some to new highs.

• 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 3.62%.3

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

2019
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2019
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2019

YTD 
2019

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

8.73 1.96 3.14 6.52 3.30 0.55 0.98 -0.04 0.13 3.11

Credit Suisse Western 
European HY Index 
(EUR-HDG)

9.10 4.31 1.36 9.63 6.28 -3.85 1.52 -1.56 2.22 7.65

Source: Credit Suisse, as of June 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.

1 Credit Suisse Western European Leveraged Loan Index (CS WELLI) in EUR as of June 30, 2019.
2 Credit Suisse Western European High Yield Index as of June 30, 2019. 
3 S&P European Leveraged Loan Index, average default rates covering June 1, 2007 through June 30, 2019.



Important information

All data provided by Invesco, as at June 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 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. 




