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Leveraged loans market insight - February 2026

Near-record volumes reflecting market resilience and investor appetite
The European leveraged loan market maintained its dynamism in 2025, with a level of primary
issuance close to the 2021 record level.

Full-year leveraged loan volumes totaled EUR 127 billion in 2025, an 18% increase year-on-year,
driven by refinancing activity and issuer initiated opportunistic repricing, alongside selective M&A
deals.
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Credit spreads tightened amid price softening

The Morningstar European Euro Denominated Loan Total Return index posted an annual return of
4.1%, well below 2024's 8.7%. Performance linked to average price changes remained negative at -1.7%,
reflecting persistent price dispersion despite positive technical pressure linked to demand from
CLOs?, who are the main investors in the syndicated loan market.

Average discount spreads hovered near Euribor+450 bps, while more than 65% of loans traded
above par, highlighting strong technical factors despite weaker economic fundamentals.
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1 Source : SCOR Investment Partners, Pitchbook, data as at 31.12.2025
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Leveraged loans market insight - February 2026

Exceptional European CLO activity

2025 was a record-breaking year for European
CLO issuance, with EUR 60 billion new
transactions. The market benefited from a
broadening investor base, including increased
participation from the US and Asia.

CLO issuance is expected to remain robust in
2026, with estimates ranging from EUR 50-65
billion, though arbitrage conditions may
deteriorate on further syndicated loan spread
tightening.

Fundamentals: default rates contained

From a fundamental perspective, credit quality
softened through the year with downgrades
outpacing upgrades by a ratio of 2.7x. In
addition, triple-C exposure within the index
doubled to 5%.

Although defaults remain contained, the 2028
maturity wall will be a major focus for market
participants. It amounts to EUR 70 billion,
mainly consisting of highly leveraged 2021
vintages.

CLO new-issue volume?
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Default rate vs Share of loans rated CCC/CC/C?
Morningstar ELLI
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/[ 2026 outlook ]

Market forecasts primary volumes equivalent to or even higher than those of 2025, with a
growing share of new financing as M&A pipelines rebuild. Primary activity in the first quarter
will continue to be driven by refinancing. Technicals should remain supportive, nevertheless
weakening fundamentals call for greater selectivity. Opportunities will emerge amid sector
bifurcation, particularly in chemicals and other challenged industries.

Even with spreads expected to remain tight, however, we believe that the syndicated loan

Qarket continues to offer attractive potential returns of around 5-6%.
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3 Source: SCOR Investment Partners, Pitchbook, data as at 31.12.2025
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LEGAL INFORMATION

This document is issued by SCOR Investment Partners SE (hereinafter 'SCOR IP’), an asset management company with capital of EUR 15,500,000. SCOR
IP is authorised as a Management Company and Alternative Investment Manager (AIFM) in France, requlated by the Autorité des Marchés Financiers
(AMF). This document is provided for information purposes only and contains information, opinions, assumptions and estimates as well as figures that
SCOR IP considers to be well-founded or accurate as of the date of publication, given the economic, financial or market context at that time. The
information contained herein is subject to change without notice. Past or target performance do not predict future returns. There is no guarantee that
positive forecasts will be achieved in the future. Future performance is subject to taxation, which depends on the personal situation of each investor and
may change in the future. The existence of a registration or approval does not imply that a regulator has determined that these products are suitable for
investors. This document should not be construed as an offer, solicitation to buy or sell, or as investment advice. It is not the basis of a contract or
commitment of any nature. Information in this document is communicated in confidence and must not be copied or reproduced, modified or translated,
or distributed without the prior written consent of SCOR IP. This document is a marketing communication for professional investors only as defined in
Directive 2014/65/EU of 15 May 2014 on markets in financial instruments, as amended (MiFID). Please refer to the countries of registration of each fund
and liaise with your financial advisor to find out whether a fund is available in your country and for your investor group. . Before making any investment
decision, investors must read the Prospectus, its SFDR Annex, the Key Information Document ('KID’) and SFDR Product Website Disclosures, altogether
referred to as the "fund documents”. These fund documents and information regarding the facilities and distributor in your country are available on scor-
ip.com or upon request to the Management Company. Commercial document published on 02.02.2026



