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Central Bank Real Policy Rates

Central Bank Policies Remain a Top Focus

ECB Policy Rate Expectations Global Quantitative Tightening

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

ECB Eff. Deposit Rate
Current €STR Futures Curve
Futures as of Jul 2023
Futures as of Jan 2023

5%

10%

15%

20%

25%

30%

35%

40%

45%

H
ol

di
ng

s 
of

 G
ov

’t
 D

eb
t

ECB

BOE

Fed

-6%

-5%

-4%

-3%

-2%

-1%

0%

1%

2%

3%

4%

5%

ECB real policy rate

BOE real policy rate

Fed real policy rate



2
Source: CreditSights, Bloomberg, L.P.2

Economic Growth Is Decelerating

Europe’s Softening Economic Outlook

Core Inflation Is Still Too High Labor Markets Remain Very Tight
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IG Net Leverage by Rating Ticking Higher

Turning Point for Euro IG Fundamentals

Corporate Cash Balances Remain Supportive
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HY Net Leverage by Rating

HY Fundamentals Have Become Increasingly Bifurcated

Acute Pressure for Highly Leveraged Issuers
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No More Free Lunch for HY Issuers

Credit Risk Premiums May Delink From Default Cycle

HY Valuations Indicate Higher Defaults
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IG: €575BN in 2024 (+5% YoY)

European Primary Market 2024 Expectations

HY: €90BN in 2024 (+75% YoY)
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Credit Fund Flows Starting to Normalize

Gauging Demand for Corporate Credit

Surprisingly Robust Demand for Gov’t Debt
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IG Spreads Are Compelling on a LT Basis

Euro Investment Grade Valuations

IG Excess Returns vs. Starting Spreads
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HY Spreads at the Midpoint of LT Averages

Euro High Yield Valuations

Crossover Spreads Appear Fairly Valued 
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101 Represents Excess and Total Return for the period beginning 12/04/2023 and ending 12/31/2024.
Source: CreditSights, FactSet, ICE Data Indices, Bloomberg, L.P., Fitch Ratings 
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Euro IG & HY Forecasts for 2024

FY 2024 Forecasts

FY 2020 
Actual

FY 2021 
Actual

FY 2022 
Actual

YTD as
of 12/4

Bull 
Case

Base 
Case

Bear
Case

Euro Investment Grade

Spreads (OAS, bp) 93 98 166 143 110 130 170

Yields (YTW, %) 0.2 0.5 4.2 3.9 2.8 3.5 5.0

Excess Return (bp) +158 +73 -155 +314 +275 +200 +50

Total Return (%) +2.6 -1.0 -13.9 +5.9 +8.0 +5.5 +0.0

Gross Issuance (€BN) 617 532 481 546 600 575 450

Euro High Yield

Spreads (OAS, bp) 355 331 494 431 350 425 575

Yields (YTW, %) 2.9 2.9 7.6 6.9 5.5 6.6 9.5

Total Return (%) +2.8 +3.3 -11.5 +9.3 +10.5 +7.0 +1.0

Default Rate (LTM % Issuers) 2.0 0.3 1.0 1.9 3.0 4.5 6.5

Gross Issuance (€BN) 83 119 31 52 105 90 50

Policy Rate/Bund Yields
ECB Deposit Facility (%) -0.50 -0.50 2.00 4.00 2.75 3.25 4.50

Bund 2-Year Yield (%) -0.72 -0.64 2.74 2.68 1.70 2.25 3.50

Bund 10-Year Yield (%) -0.57 -0.18 2.57 2.35 1.95 2.20 2.90



11Source: CreditSights, FactSet, ICE Data Indices, LLC (1) On an FX-adjusted basis, Euro IG yields 5.5% while Euro HY yields 8.5%. (2) Underweight recommendation for tax 
agnostics investors; Market Weight for US high income retail investors. (3) Uses 3-year discount margin for OAS and  3-year index yield for YTW. -Near-Term risk view 
represents 3-month outlook.

11

CreditSights Global Strategy Coverage & Recommendations 

CreditSights Global Corporate Credit Relative Value
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This Report is for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect 
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommen d the purchase or sale of financial products or securities, 
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Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for inf ormational purposes only and does not constitute legal 
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights 
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in 
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report 
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research repo rt constitutes your agreement not to redistribute, retransmit, 
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment re commendations or estimates) without first obtaining 
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor 
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any 
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the 
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those 
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSigh ts is under no obligation to ensure that other reports are 
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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