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Precision insights:    
Credit

We outline our current views on broad developed market (DM) credit exposures, updated to reflect the latest macro and 
microeconomic developments.

Click through to explore our precision credit views in detail.

Exposure View Outlook

€IG

€IG spreads remain resilient in absolute terms, but the balance of risk is less 
supportive than earlier in the year, as Europe faces a weaker growth and policy 
backdrop than the US. We prefer selectivity over a broad up-in-quality shift: we think 
spread widening is likely to stay modest but rating and sector dispersion should continue 
to build, with caution warranted in more rate- and energy-sensitive BBB segments.

€HY

€HY remains the more vulnerable part of the regional credit complex, with wider risk 
premia, softer technicals, and greater sensitivity to slower growth, higher input costs, and 
refinancing pressure. Leveraged loan and CLO signals point to a more defensive 
backdrop, and while defaults are still expected to stay below the 2024 highs, we think 
stress will remain concentrated in lower-quality, floating-rate, and more cyclical issuers.

$IG

$IG looks relatively better positioned for Q2, in our view, supported by firmer underlying 
fundamentals, resilient earnings, strong yield-based demand and better relative value 
versus Europe. Within the market, we continue to prefer higher-quality exposure, 
especially longer-dated single-A credit, where curve steepening and attractive all-in yields 
offer a stronger entry point than lower-rated, long-end paper, we think.

$HY

$HY should remain supported by a still-constructive macro base case and healthy 
demand for carry, but spreads are likely to stay somewhat wider than earlier in the year 
as investors price a more uncertain rate, inflation and geopolitical backdrop. We expect 
only a moderate rise in defaults from here, with risks centred less on a broad systemic 
shock and more on issuer-specific pressure points such as private credit-linked stress, 
software exposure and highly levered refinancing stories. 

CLOs
European AAA-rated CLOs offer high-quality, floating-rate income with minimal 
duration risk, we believe, supported by strong structural protections, resilient demand, 
and yields that remain attractive relative to similarly rated credit.

May 2026

Highlights
• Credit markets entered Q2 in a holding pattern, with spreads no longer at their tights but stabilising at wider 

levels than the start of the year. Geopolitical tensions, higher energy prices and shifting central bank expectations 
are keeping risk appetite in check. While macro fundamentals and investor demand continue to provide a cushion, 
differentiation across regions and sectors is becoming more pronounced, with Europe relatively more vulnerable, in 
our view.

• In Europe, credit dynamics are increasingly driven by issuer- and sector-specific factors rather than broad 
market trends, with uneven rating movements in investment grade (IG) and significant repricing in leveraged loans 
creating selective opportunities. Stressed loan valuations and evolving CLO demand are reshaping relative value 
versus high yield (HY), reinforcing a preference for higher-quality exposures and careful sector selection.
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Chart 2: High yield dispersion has fallen 
across geographies, particularly Europe
Sector level dispersion for €HY and $HY, 
January-March 2026

Source: Goldman Sachs, as of 2 April 2026.

Chart 1: €IG dispersion has been falling
since the start of the year
Sector level dispersion for €IG and $IG, 
January-March 2026

Source: Goldman Sachs, as of 2 April 2026.
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€IG
Our view on €IG sits between a more constructive stance on $IG 
and a more cautious view on €HY. From a valuation perspective, 
€IG spreads have only modestly widened, despite increased macro 
risks. All-in yields provide some cushion following the rise in Bund 
yields, we think, but valuations still appear tight relative to downside 
risks from weaker growth and sustained energy price pressures, 
particularly given Europe’s significant dependence on energy 
imports.

Turning to technicals, demand from yield-oriented investors 
continues to anchor the market, supported by a relatively 
manageable supply backdrop, with below-average issuance 
recently.1 This stands in contrast to the US, where heavy tech-led 
issuance has weighed more meaningfully on technicals. That said, 
dispersion has begun to rebuild in €IG, rising from the 3rd to the 19th 
percentile,2 as investors increasingly differentiate between sectors 
exposed to energy costs and cyclical pressures.

Fundamentally, credit quality remains broadly stable but 
increasingly uneven. Financials – particularly banks and insurers – 
remain resilient, in our view, while energy-linked sectors benefit from 
pricing power, despite gradually rising leverage. In contrast, 
consumer and other energy-intensive sectors are facing margin 
compression and higher leverage. The primary risks remain a 
prolonged energy shock, weaker European growth, European Central 
Bank (ECB) policy constraints and further spread decompression – 
particularly in lower-quality and cyclical segments. However, more 
limited exposure to private credit spillovers and large-scale tech 
issuance than €IG reduces idiosyncratic pressures, we think, leaving 
€IG supported but without a strong catalyst for outperformance.

€HY
€HY warrants a mildly negative stance, in our view, reflecting an 
increasingly fragile balance between improved headline valuations 
and a deteriorating macro/technical backdrop. Spreads have 
widened but remain anchored by a still-benign default regime and 
therefore don’t fully compensate for Europe’s weaker growth 
trajectory (~1.0% versus 2.5% in the US)3 and heightened sensitivity 
to a prolonged energy shock. Weaker investor appetite versus $HY 
and persistently elevated dispersion (c.59th percentile)4 suggest that 
the market is transitioning from idiosyncratic to more systemic 
repricing, with scope for further decompression, particularly in 
lower-quality cohorts. 2026 YTD default rates of 4.5% in Europe 
versus a still modest 3.1% in the US further underscores our  
regional preference.

Technicals are becoming more complex and less uniformly 
supportive. While yield-based demand and manageable near-term 
maturity walls provide a buffer, underlying loan market dynamics 
point to weakening risk appetite. The European Leveraged Loan 
Index has repriced materially, with over 90% of loans now trading 
below par (versus 36% in December) and the share of distressed 
assets rising to 7.8% (the highest since April 2020).5 Meanwhile, 
relative value versus loans remains stretched (c.158bp pickup, 
~92nd percentile).6

Fundamentally, the outlook is deteriorating at the margin. Higher 
energy costs are compressing margins in input-sensitive sectors 
(autos, transport, consumer), while tighter financial conditions and 
potential for ECB hikes raise refinancing risk for floating-rate 
borrowers. Although default expectations remain below prior peaks 
(~4%),7 downgrade trends and ‘repeat defaulter’ dynamics are 
building, particularly in sponsor-backed and software-exposed 
segments. Combined with higher equity beta and macro sensitivity, 
this leaves €HY exposed to further spread widening and 
performance dispersion, in our view.
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Chart 3: Tech has become a significant 
component of US credit markets
Tech sector outstanding debt as a proportion 
of US index market value, 2006-2026

Source: J.P. Morgan, as of 16 April 2026. 
LL=leveraged loans.
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$IG
$IG has become our preferred overweight after recent 
geopolitical events, given the relative resilience of technicals and 
fundamentals, rather than outright valuations. Whilst $IG screens 
as expensive versus €IG (~10bps),8 under the hood this premium 
reflects structural advantages exposed by the recent energy shock. 
Notably, spreads have held within a relatively tight range despite oil 
volatility and geopolitical escalation, demonstrating lower beta to 
broader risk than both €IG and HY. Our systematic fixed income 
team’s signals support this view and they see increased security 
selection opportunity in energy and basic materials, including 
chemicals and metals.

The supply/demand backdrop for $IG has turned more complex 
but remains supportive, on net. Year-to-date US corporate 
issuance has reached ~$775B (+15-16% year-on-year),9 with a 
pronounced skew towards long-end maturities and A-rated issuers, 
particularly large-cap technology and hyperscalers funding AI-
related capex. This has driven curve steepening (notably in 10s30s) 
and created episodic indigestion in the long end. In parallel, the US 
market also carries greater exposure to private credit (~$1.3T 
ecosystem)10 and recent BDC-related stress (including rising 
redemptions and gating) has introduced a new technical overhang, 
particularly via financials and structured credit linkages.

However, demand remains structurally deep and diversified, 
which is the key offset. Foreign inflows – especially from Asia – 
have accelerated, with buying skewed towards higher-quality and 
intermediate tenors, while elevated all-in yields (~5%)11 continue to 
anchor demand from liability-driven and yield-sensitive investors. 
Issuance has begun to slow into blackout periods, dealer inventories 
have improved and hedging markets (such as CDX and futures) are 
providing additional liquidity buffers. Fundamentals reinforce this 
technical resilience, through stronger margins, better earnings 
momentum than other regions and >2% trend growth. 

$HY
We turn more mixed on $HY, which has repriced modestly wider. 
Index spreads have moved through 300bps for the first time since 
June 2025,12 but the more relevant signal is the internal dispersion 
and quality segmentation. While median spreads have widened 
c.45bp from year-to-date tights (to ~214bps),13 this remains near 
the 11th percentile historically,14 indicating that the selloff has been 
orderly. The widening has been driven disproportionately by lower-
quality cohorts: single-B spreads are >30bps wider versus June 
2025,15 with unsecured Bs lagging most (~37bps),16 underscoring 
increasing differentiation by capital structure and refinancing risk, 
rather than broad macro repricing.

Technicals and market structure distinguish HY from IG. 
Exposure to private credit is more direct, with BDC-related stress 
feeding through to $HY via finance companies. Technology-related 
risk is more acute in HY through lower-rated, capex-intensive or 
disruption-exposed issuers, whereas in IG issuance is concentrated 
in higher-quality balance sheets. The HY bond market composition 
provides a partial offset, however: it’s more heavily weighted towards 
asset-intensive sectors (e.g. energy ~11%, basic industry ~9%)17 
and less exposed to software than leveraged loans (c.4-5% versus 
~14-15%),18 supporting relative fundamental resilience, in our view.

Primary activity has become increasingly episodic and event-
driven (~$26B in March, >50% of which was M&A-related),19 with 
forward supply likely constrained amid elevated yields (~7%+).20 
Overall, while carry remains supportive, rising dispersion, private 
credit spillovers and weak sentiment towards unsecured exposures 
reinforce our selective bias, favouring secured structures and asset-
backed sectors over lower-quality, growth-sensitive segments.
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Chart 4: High frequency default rates for 
$HY and leveraged loan issuers have been 
falling
Three-month trailing issuer-weighted default 
rate in $HY and leveraged loan markets

Source: Goldman Sachs, as of 2 April 2026.
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Chart 5: Demand in AAA-Rated CLO ETFs 
has remained resillent
Global flows into AAA-rated CLOs, January 
2022-January 2026

Source: BlackRock, as of 31 March 2026.
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CLOs
AAA-rated collateralised loan obligations (CLOs) remain one of 
the more interesting areas of public credit for investors seeking 
high-quality income without taking on meaningful duration risk, 
in our view. Structurally, they sit at the top of the CLO capital stack, 
benefiting from substantial credit enhancement and historically very 
low impairment experience, while their floating-rate coupons reset 
regularly with policy rates. That combination has helped support 
relatively stable pricing versus many traditional fixed income 
segments and makes the asset class relevant in portfolios where 
investors want to preserve income while limiting sensitivity to rate 
volatility, we believe. Due to these features, demand for AAA-rated 
CLO ETFs has remained resilient globally, despite markets 
experiencing broader volatility and risk-off sentiment. 

The case today is about recognising resilient fundamentals and 
demand in senior CLOs, we think, despite a more uncertain 
macro backdrop. The AAA CLO market still benefits from benign 
portfolio fundamentals, resilient demand and spreads that remain 
wider than similarly rated corporate credit, although the tone has 
become more selective as investors monitor deterioration in lower-
quality loan tails more closely. AAA-rated CLOs still offer higher 
yields than other short duration € & $ IG strategies.

Currency hedging
Hedging currency risk can significantly impact both total returns and yield of credit allocations. The cost or 
benefit of hedging is largely driven by interest rate differentials, with higher-yielding currencies incurring a 
hedging cost when converting to lower-yielding currencies, due to the negative carry from FX forwards. 
Conversely, hedging from a low-rate currency into a higher-rate currency can enable investors to enhance 
returns by capturing the forward premium. Over time, this dynamic has shifted: while EUR-USD hedging was 
once seen as uneconomical for a $-based investor and generally worthwhile for a €-based investor, due to the 
stark rate differentials, higher yields in € credit and higher policy rates in the US relative to Europe, the risks have 
equalised, making hedging decisions more balanced in terms of return impact.
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Notes

1, 9  Source: Goldman Sachs, as of 2 April 2026.

2, 4, 6, 14  Source: Goldman Sachs, as of 2 April 2026, covering the period January to March 2026.

3, 5, 8, 11, 12, 13, 15, 16, 17, 18  Source: Bloomberg, as of 8 April 2026.

7, 10, 19, 20  Source: Barclays, as of 27 March 2026.
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For investors in Italy:
This document is marketing material: Before investing 
please read the Prospectus and the PRIIPs KID available 
on www.ishares.com/it, which contain a summary of 
investors’ rights.

Risk warnings
Capital at risk. The value of investments and the income 
from them can fall as well as rise and are not guaranteed. 
Investors may not get back the amount originally 
invested.

Changes in the rates of exchange between currencies may 
cause the value of investments to diminish or increase. 
Fluctuation may be particularly marked in the case of a 
higher volatility fund and the value of an investment may 
fall suddenly and substantially. Levels and basis of 
taxation may change from time to time and depend on 
personal individual circumstances.

General Disclosure: This material is intended for 
information purposes only, and does not constitute 
investment advice, a recommendation or an offer or 
solicitation to purchase or sell any securities to any 
person in any jurisdiction in which an offer, solicitation, 
purchase or sale would be unlawful under the securities 
laws of such jurisdiction. References to specific company 
names, asset classes and financial markets are for 
illustrative purposes only and should not be construed as 
investment advice or investment recommendations. This 
material may contain estimates and forward-looking 
statements, which may include forecasts and do not 
represent a guarantee of future performance. This 
information is not intended to be complete or exhaustive. 
No representations or warranties, either express or 
implied, are made regarding the accuracy or 
completeness of the information contained herein. The 
opinions expressed are as of January 2026 and are 
subject to change without notice. Reliance upon 
information in this material is at the sole discretion of the 
reader. Investing involves risks.

Regulatory Information
In EMEA, this material is for distribution to 
Professional Clients (as defined by the Financial 
Conduct Authority or MiFID Rules) only and should not 
be relied upon by any other persons.

This document is marketing material.

In the UK and Non-European Economic Area (EEA) 
countries: this is Issued by BlackRock Investment 
Management (UK) Limited, authorised and regulated by 
the Financial Conduct Authority. Registered office: 12 
Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 
7743 3000. Registered in England and Wales No. 
02020394. For your protection telephone calls are usually 
recorded. Please refer to the Financial Conduct Authority 
website for a list of authorised activities conducted by 
BlackRock.

In the European Economic Area (EEA): this is Issued by 
BlackRock (Netherlands) B.V. is authorised and regulated 
by the Netherlands Authority for the Financial Markets. 
Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 
31-20-549-5200. Trade Register No. 17068311 For your 
protection telephone calls are usually recorded.

For qualified investors in Switzerland: This document 
shall be exclusively made available to, and directed at, 
qualified investors as defined in Article 10 (3) of the CISA 

of 23 June 2006, as amended, at the exclusion of 
qualified investors with an opting-out pursuant to Art. 5 
(1) of the Swiss Federal Act on Financial Services 
("FinSA"). For information on art. 8 / 9 Financial Services 
Act (FinSA) and on your client segmentation under art. 4 
FinSA, please see the following website: wwwb 
.blackrock.com/finsa.

For investors in Italy: This document is marketing 
material: Before investing please read the Prospectus and 
the PRIIPS available on www.blackrock.com/it , which 
contain a summary of investors’ rights. For information on 
investor rights and how to raise complaints please go to 
https://www.blackrock.com/corporate/compliance/inves
tor-right available in Italian.

For investors in Israel: BlackRock Investment 
Management (UK) Limited is not licensed under Israel’s 
Regulation of Investment Advice, Investment Marketing 
and Portfolio Management Law, 5755-1995 (the “Advice 
Law”), nor does it carry insurance thereunder.

In South Africa, please be advised that BlackRock 
Investment Management (UK) Limited is an authorized 
financial services provider with the South African 
Financial Services Board, FSP No. 43288.

In the Abu Dhabi Global Market (ADGM), the 
information contained in this document is intended 
strictly for Professional Clients. Issued by BlackRock 
Advisors (UK) Limited - ADGM Branch is a Branch of a 
Foreign Company registered with the Abu Dhabi Global 
Market Registration Authority (Registered number 
21523), with its office at Floor 25, Al Sila Tower, Abu 
Dhabi Global Market Square, Al Maryah Island, Abu Dhabi, 
UAE, and is regulated by the ADGM Financial Services 
Regulatory Authority (“FSRA”) to engage in the regulated 
activities of ‘Arranging Deals in Investments’; ‘Advising on 
Investments or Credit’ ‘Managing Assets’; and ‘Managing 
in a Collective Investment Fund’ (FRSA Reference 
240099).

In the DIFC, this material can be distributed in and from 
the Dubai International Financial Centre (DIFC) by 
BlackRock Advisors (UK) Limited — Dubai Branch which is 
regulated by the Dubai Financial Services Authority 
(DFSA). This material is only directed at 'Professional 
Clients’ and no other person should rely upon the 
information contained within it. Blackrock Advisors (UK) 
Limited - Dubai Branch is a DIFC Foreign Recognised 
Company registered with the DIFC Registrar of 
Companies (DIFC Registered Number 546), with its office 
at Unit L15 - 01A, ICD Brookfield Place, Dubai 
International Financial Centre, PO Box 506661, Dubai, 
UAE, and is regulated by the DFSA to engage in the 
regulated activities of ‘Advising on Financial Products’ 
and ‘Arranging Deals in Investments’ in or from the DIFC, 
both of which are limited to units in a collective 
investment fund (DFSA Reference Number F000738).

In the Kingdom of Saudi Arabia, issued by BlackRock 
Saudi Arabia, authorised and regulated by the Capital 
Market Authority (License Number 18- 192-30). 
Registered office: 7976 Salim Ibn Abi Bakr Shaikan St, 
2223 West Umm Al Hamam District Riyadh, 12329 
Riyadh, Kingdom of Saudi Arabia, Tel: +966 11 838 3600. 
CR No, 1010479419. For your protection telephone calls 
are usually recorded. Please refer to the Capital Market 
Authority website for a list of authorised activities 
conducted by BlackRock Saudi Arabia. You may only 
reproduce, circulate and use this document (or any part of 
it) with the consent of BlackRock.
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In the United Arab Emirates, this material is only 
intended for Professional Investors. Neither the DFSA or 
any other authority or regulator located in the GCC or 
MENA region has approved this information.

In the State of Kuwait, those who meet the description of 
a Professional Client as defined under the Kuwait Capital 
Markets Law and its Executive Bylaws.

In the Sultanate of Oman, to sophisticated institutions 
who have experience in investing in local and 
international securities, are financially solvent and have 
knowledge of the risks associated with investing in 
securities.

In Qatar, for distribution with pre-selected institutional 
investors or high net worth investors.

In the Kingdom of Bahrain, to Central Bank of Bahrain 
(CBB) Category 1 or Category 2 licensed investment firms, 
CBB licensed banks or those who would meet the 
description of an Expert Investor or Accredited Investors 
as defined in the CBB Rulebook.

In Albania, Angola, Armenia, Azerbaijan, Botswana, 
Bulgaria, Egypt, Georgia, Ghana, Jordan, Kazakhstan, 
Kenya, Kosovo, Lebanon, Mauritius, Morocco, 
Mozambique, Namibia, Nigeria, North Macedonia, 
Pakistan, Rwanda, Serbia, Tanzania, Turkey, Uganda, 
Uzbekistan, Zambia and Zimbabwe this information 
contained in this document is intended strictly for 
Central Banks and Sovereign Investors only.

In Latin America and the Caribbean, no securities 
regulator within Latin America or the Caribbean has 
confirmed the accuracy of any information contained 
herein. The provision of investment management and 
investment advisory services is a regulated activity in 
Mexico thus is subject to strict rules. For more 
information on the Investment Advisory Services offered 
by BlackRock Mexico please refer to the Investment 
Services Guide available at www.blackrock.com/mx.

In Hong Kong, this material is issued by BlackRock Asset 
Management North Asia Limited and has not been 
reviewed by the Securities and Futures Commission of 
Hong Kong. This material is for distribution to 
"Professional Investors" (as defined in the Securities and 
Futures Ordinance (Cap.571 of the laws of Hong Kong) 
and any rules made under that ordinance) and should not 
be relied upon by any other persons or redistributed to 
retail clients in Hong Kong. 

In Singapore, this is issued by BlackRock (Singapore) 
Limited (Co. registration no. 200010143N) for use only 
with accredited/institutional investors as defined in 
Section 4A of the Securities and Futures Act, Chapter 289 
of Singapore. This advertisement or publication has not 
been reviewed by the Monetary Authority of Singapore.

In South Korea, this information is issued by BlackRock 
Investment (Korea) Limited for distribution to the 
Qualified Professional Investors only (as defined in the 

Financial Investment Services and Capital Market Act and 
its sub-regulations).

In Taiwan, Independently operated by BlackRock 
Investment Management (Taiwan) Limited. Address: 28F., 
No. 100, Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. 
Tel: (02)23261600. 

In Australia and New Zealand, issued by BlackRock 
Investment Management (Australia) Limited ABN 13 006 
165 975, AFSL 230 523 (BIMAL) for the exclusive use of 
the recipient, who warrants by receipt of this material that 
they are a wholesale client as defined under the Australian 
Corporations Act 2001 (Cth) and the New Zealand 
Financial Advisers Act 2008 respectively. 

BIMAL is not licensed by a New Zealand regulator to 
provide ‘Financial Advice Service’ ‘Investment manager 
under an FMC offer’ or ‘Keeping, investing, administering, 
or managing money, securities, or investment portfolios 
on behalf of other persons’. BIMAL’s registration on the 
New Zealand register of financial service providers does 
not mean that BIMAL is subject to active regulation or 
oversight by a New Zealand regulator. 

In China, This material may not be distributed to 
individuals resident in the People's Republic of China 
("PRC", for such purposes, not applicable to Hong Kong, 
Macau and Taiwan) or entities registered in the PRC 
unless such parties have received all the required PRC 
government approvals to participate in any investment or 
receive any investment advisory or investment 
management services.

In Japan, this is issued by BlackRock Japan. Co., Ltd. 
(Financial Instruments Business Operator: The Kanto 
Regional Financial Bureau. License No375, Association 
Memberships: Japan Investment Advisers Association, 
The Investment Trusts Association, Japan, Japan 
Securities Dealers Association, Type II Financial 
Instruments Firms Association) for Institutional Investors 
only. All strategies or products BLK Japan offer through 
the discretionary investment contracts or through 
investment trust funds do not guarantee the principal 
amount invested. The risks and costs of each strategy or 
product we offer cannot be indicated here because the 
financial instruments in which they are invested vary each 
strategy or product.

For Other Countries in APAC: This material is issued for 
Institutional Investors only (or 
professional/sophisticated/qualified investors as such 
term may apply in local jurisdictions).

THIS MATERIAL IS NOT TO BE REPRODUCED OR 
DISTRIBUTED TO PERSONS OTHER THAN THE 
RECIPIENT. 

©2026 BlackRock, Inc. or its affiliates. All Rights 
Reserved. BLACKROCK is a trademark of BlackRock, Inc. 
or its affiliates. All other trademarks are those of their 
respective owners.

Want to know more?

           iShares.com                    GPSEMEAInvestmentStrategy@BlackRock.com
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