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LEVERAGED LOANS, CLO’S, & PRIVATE CREDIT 
A CHARTBOOK ON THE U.S. LENDING MARKET 

 

Why haven’t IG and HY spreads returned to their 2022 highs? The short answer is that we came 
within 48 hours of recession in March, but then added enough liquidity to buy the economy another 
9 months. Now that we’re seeing liquidity draining again, and we presume that a recession 
will still hit in the next 6 months, there are 2 more hurdles to higher public credit spreads; 
low refinancing activity until late 2024 and private credit liquidity infusions. As the charts on 
the next few pages illustrate, the growth in private credit has coincided with a stabilization of public 
credit spreads, and likely explains some portion of the lack of urgency to tap public credit markets 
for liquidity, thus helping to keep public credit spreads low, and stable. If we assume a recession does 
hit before the end of Q1 2024, but private credit liquidity continues to fill the liquidity void, then it’s 
possible, perhaps even likely, that spreads will continue to remain well-behaved, even if modestly 
higher from here. That’s our base case for the next 12 months; shallow recession, modest 
spread widening, slightly elevated defaults. 

1.2%

1.5%

0%

2%

4%

6%

Aug-03 Aug-05 Aug-07 Aug-09 Aug-11 Aug-13 Aug-15 Aug-17 Aug-19 Aug-21 Aug-23

U.S. IG OAS vs Historical Average
IG OAS
2000-Present Avg

3.9%5.3%

2%

8%

14%

20%

Aug-03 Aug-05 Aug-07 Aug-09 Aug-11 Aug-13 Aug-15 Aug-17 Aug-19 Aug-21 Aug-23

U.S. HY OAS vs Historical Average
HY OAS

2000 - Present Avg

mailto:ttzitzouris@strategasrp.com
mailto:BFontaine@strategasrp.com


 

Strategas Research Partners – Fixed Income   2 

PLEASE DO NOT REDISTRIBUTE 

WALL OF MATURITY HITS IN 2025, WITH AVERAGE  
IG MATURITY OF 10 YEARS, 6 YEARS FOR HY ISSUERS 
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LEVERAGED LOANS: 
U.S. LEVERAGED LOAN ISSUANCE IN CYCLICAL DECLINE 
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This is a Strategas-built composite of Bloomberg loan data. The above chart shows the 3 month average of 

each month’s leveraged loan issuance. 
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LEV. LOAN CURRENT MARGINS AT ISSUE JUMPING, 
COUPONS AT ISSUE AT MULTI-DECADE HIGH 
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This is a Strategas-built composite of Bloomberg loan data. The above chart shows each months average 

current margin and coupon at issue.  
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SHORT-TERM LEV. LOANS PRICED FOR 
MORE RISK THAN LONGER TERM LOANS 

 

The average spread between 2 year and 5 year discount margin from 1992 - present was 123 bps, just 
below the current spread of 131. 
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LEVERAGED LOAN YIELDS MOVING HIGHER AGAIN 
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LEVERAGED LOAN PRICES HAVE TAKEN A HIT, 
BUT STILL REMAIN WELL ABOVE PRIOR CRISIS LEVELS 
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PRIVATE DEBT RETURNS OUTPACING LEV. LOAN RETURNS  
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PRICE PERFORMANCE OF BANK LOAN ETF (BKLN) WEAK, 
FUND NOW SEEING NET OUTFLOWS 
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CLOs: 
CLO ISSUANCE HAS PLUNGED BELOW PRE-COVID LEVELS 
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SPREAD BETWEEN AAA & BB CLO TRANCHES NARROWING, 
SUGGESTS CLO MARKET WORRYING LESS ABOUT STRESS 
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CLO DISCOUNT MARGINS BELOW PEAK & IN DOWNTREND. 
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BDC INDEX REBOUNDING  
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BDC TOTAL RETURNS HAVE BEEN POSITIVE RECENTLY,  
WATCHING AS MORE FIRMS PLAY THE SPACE 
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PRIVATE CREDIT:  
$1.1T IN UNREALIZED VALUE, $400B IN DRY POWDER 
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PRIVATE CREDIT MAY BE LARGE, BUT PRIVATE EQUITY 
HAS MORE DRY POWDER THAN PRIVATE CREDIT HAS AUM 

 

$400 billion of dry powder suggests that private credit has the liquidity to ease, but not prevent a 
runnup in public market credit spreads in the event of a recession. This is one reason why we see 
a shallow recession in the next 12 months, as we see credit risks contained and sidelined 
liquidity ample to minimize the stress. So what does that mean? It still likely means IG 
spreads nearing 200 bps in the next 12 months, with HY spreads pushing over 600 bps. 
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MORE LIQUIDITY IN THE PIPELINE: PRIVATE DEBT STILL 
RAISING CAPITAL, AS BANKS TIGHTEN STANDARDS  
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WITH BANKS PULLING BACK, NEW CAPITAL RAISED 
CONCENTRATED IN MEZZANINE & DIRECT LENDING 
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DIRECT LENDING EXPECTED TO BE THE MOST UTILIZED 
STRATEGY OVER THE NEXT 12 MONTHS 
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PRIVATE DEBT DEALS CONCENTRATED IN CONSUMER 
DISCRETIONARY, INDUSTRIAL, & TECH 
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PENSION FUNDS LARGEST PLAYERS IN PRIVATE DEBT 
SPACE, BANKS INCREASINGLY PLAYERS 
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PENSIONS ALSO LARGEST PLAYERS IN PRIVATE EQUITY, AS  
ALLOCATIONS TO SPACE CONTINUE TO GROW 
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PENSIONS LARGEST PLAYERS IN PRIVATE MARKETS 
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NON-BANK LENDERS INDEX HAS WEAKENED, BUT NOT 
SHOWING ANY NOTABLE SIGNS OF STRESS 
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APPENDIX – IMPORTANT DISCLOSURES 

 

This communication was prepared by Strategas Securities, LLC (“we” or “us”) and is intended for institutional 

investors only.  Recipients of this communication may not distribute it to others without our express prior consent.  

This communication is provided for informational purposes only and is not an offer, recommendation or 

solicitation to buy or sell any security.  This communication does not constitute, nor should it be regarded as, 

investment research or a research report or securities recommendation and it does not provide information 

reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material 

fact regarding any company, industry or security. Additional analysis would be required to make an investment 

decision. This communication is not based on the investment objectives, strategies, goals, financial circumstances, 

needs or risk tolerance of any particular client and is not presented as suitable to any other particular client. The 

intended recipients of this communication are presumed to be capable of conducting their own analysis, risk 

evaluation, and decision-making regarding their investments.  

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives) or the UK 

laws, regulations and measures implementing MiFID II and the Delegated Directives as they form part of 

domestic law by virtue of the European Union (Withdrawal) Act 2018, as amended, and regulations made under 

that Act: We classify the intended recipients of this communication as “professional clients” or “eligible 

counterparties” with the meaning of MiFID II and the rules of the UK Financial Conduct Authority. The contents 

of this report are not provided on an independent basis and are not “investment advice” or “personal 

recommendations” within the meaning of MiFID II and the rules of the UK Financial Conduct Authority. 

The performance and other information presented in this communication is not indicative of future results. The 

information in this communication has been obtained from sources we consider to be reliable, but we cannot 

guarantee its accuracy. The information is current only as of the date of this communication and we do not 

undertake to update or revise such information following such date. To the extent that any securities or their 

issuers are included in this communication, we do not undertake to provide any information about such securities 

or their issuers in the future. We do not follow, cover or provide any fundamental or technical analyses, investment 

ratings, price targets, financial models or other guidance on any particular securities or companies. Further, to the 

extent that any securities or their issuers are included in this communication, each person responsible for the 

content included in this communication certifies that any views expressed with respect to such securities or their 

issuers accurately reflect his or her personal views about the same and that no part of his or her compensation 

was, is, or will be directly or indirectly related to the specific recommendations or views contained in this 

communication. This communication is provided on a “where is, as is” basis, and we expressly disclaim any 

liability for any losses or other consequences of any person’s use of or reliance on the information contained in 

this communication. 

 

Strategas Securities, LLC is affiliated with Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and 

FINRA member firm, although the two firms conduct separate and distinct businesses. A complete listing of all 

applicable disclosures pertaining to Baird with respect to any individual companies mentioned in this 

communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/third-party-

research-disclosures.aspx. You can also call 1-800-792-2473 or write: Baird PWM Research & Analytics, 777 

East Wisconsin Avenue, Milwaukee, WI 53202. 
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