Invesco Senior Secured Loans
�

Invesco

European Loan Market

Snapshot

Monthly European loan market update: May 2018
(covering April 2018)
The Credit Suisse Western European Leveraged Loan Index ("CS WELLI") returned 0.47% in April
(Interest income of 0.37% and 0.10% of principal) bringing year-to-date ("YTD") total returns to
1.37%.The cooling trade-war fracas between the US and China helped to dampen market volatility
experienced in March. Risk assets in general were stable throughout April, notwithstanding the sell-off
in US Treasuries towards the end of the month. European Sovereign debt monthly total-returns were
-0.30% (1.00% YTD) and Bunds -0.50% (-0.20% YTD).
April's loan supply of €4.8 billion, across ten deals, was light relative to the strong volumes seen in the
first quarter. Net supply (excluding repricing/refinancing) continued to be the significant driver of
monthly volume at €4.5 billion. This is l.5x the volume seen in the same month last year. Year-to-date
issuance of €32.5 billion is 10% below the equivalent period for 2017, however the elevated M&A
activity has contributed to almost 70% YTD supply versus just 28% for the same period last year.
This is very much a positive technical factor for the loan asset class. 1
Despite strong investor demand for loans, several transactions flexed tighter with regard to credit
agreement terms. On a rolling three-month-basis 15% of facilities have flexed-up at the end of April.
This compares to 10% of new issue transactions at the end of March, and is a reflection of the better
balance between the borrower and lender in terms of risk (credit metrics and improved terms) and
returns (margin flex). 1

Returns
■ The CS WELLI sector returns were all positive for the month, led by the Energy (+1.78%) and Food/
Tobacco (+0.69%) and laggards in the Metals/Minerals (+0.01%) and Aerospace (+0.28%) sectors.
CCC rated loans continued to outperform, returning 1.64% for the month (dominated by Energy
credits) while BB and B credits returned 0.31% and 0.48% respectively, both experiencing a strong
month-on-month improvement (both returned 0.07% in the prior month).2
■ The average price of loans in the European market ended the month at €99.35 (+€0.17 on the
month versus -€0.09 change for March), with a three-year discount margin of 3.71%. In comparison,
the spread-to-worst for European high yield bonds was 3.55% and YTD return of -0.19%. 2

1 S&P LCD European Leveraged Loan Index as of April 30, 2018.
2 Credit Suisse Western European Leveraged Loan Index (CS WELLI), and Credit Suisse Western European High
Yield Index as of April 30, 2018.
3 S&P LCD European Leveraged Loan Index as of April 30, 2018. Historical default rate measured from
12/31/2007-4/30/2018.

Important information
All data provided by Invesco, as at April 30, 2018 in Euro unless otherwise noted.
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 forwardlooking 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.
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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.

