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Unprecedent speed and magnitude of outflows led to severe illiquidity
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Inflows/outflows in Euro IG markets

Inflows/outflows in Euro HY markets

Source: DB research “Macro credit Brief” as at April 20, 2020, EPFR Data

Source: Muzinich calculations, April 14, 2020
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A “rich” valuation starting point amplified the sell-off and outflows

Source: Macrobond, ICE Index as at April 15, 2020
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Total 
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Mar to 15 

Apr

Spread to 

Worst at 

15 Apr

Euro IG 1.33% 89 -7.93% 238 2.67% 200

Euro HY 1.26% 311 -20.51% 868 10.91% 634

Euro Fin 

IG
1.07% 89 -8.68% 272 4.69% 189

Euro non-

Fin IG
1.48% 89 -7.51% 219 1.55% 206

Euro 

Govvies

AAA 7-10y

1.95% 4 -0.83% 4 0.96% 4

Italian 

BTP 7-10 y
3.60% 123 -5.37% 195 -1.96% 232

Evolution of Spread to Worst on EUR/US IG/HY 

main indices
Performance and Spread to Worst of a series of indices

Source: Macrobond, ICE Index, Muzinich, as at April 15, 2020. Past performance is not 

indicative of future results. Not to be construed as an offer, invitation or inducement to 

engage in any investment activity.
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PEPP: A decisive moment for Sovereign and Credit spreads

Financials versus non Financials – Spread to Worst

Source: Macrobond, ICE Index, Muzinich, April 16, 2020

PEPP – Pandemic Emergency Purchase Programme, APP – Asset Purchase Programme
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PEPP: A decisive moment for Primary market as well

Source: ECB, I. Schnabel, The ECB’s response to Covid-19 pandemic, 16 April 2020 Source: ECB, I. Schnabel, The ECB’s response to Covid-19 pandemic, 16 April 2020, 

Dealogic and ECB calculations. Notes: Dates refer to the Monday of each week. 

Weekly issued amounts. Last observation: 9 April 2020 

PEPP – Pandemic Emergency Purchase Programme, APP – Asset Purchase Programme
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PEPP: Did smooth the rating cliff risk for now

Source: Credit Suisse “European Credit Trades & Themes”, 6 April 2020
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PEPP – Pandemic Emergency Purchase Programme, PMCCF – Primary Market Corporate Credit Facility, SMCCF – Secondary Market 

Corporate Credit Facility, 
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Lack of Liquidity widened bid – ask spreads in a >5 std event*

Source: Muzinich calculations, April 14, 2020

*Bid-ask spreads widened by more than five standard deviations from their long term average.
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Strategic Review: A single inflation objective with B/S at ~55% of GDP? 

Source: Macrobond, Muzinich forecast end of 2020. Forecast based solely on Muzinich 

views and opinion. There can be no guarantee the above would prove to be correct. 

See Important Information at the end regarding forward-looking statements. Not to 

be construed as an offer, invitation or inducement to engage in any investment 

activity. 

Euro inflation (yoy,%) and market based 

inflation expectations
ECB Balance Sheet in % of GDP

Source: Macrobond, Eurostat, March 2020

%%
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Important Information

This document and the analysis herein has been produced for information purposes only and are not intended to constitute an offering, advice or 

recommendation to purchase any securities or other financial instruments. Any investment strategies and themes discussed herein may not be suitable for 

investors depending on their specific investment objectives and financial situation. Investors should conduct their own analysis and consult with their own 

legal, accounting, tax and other advisers in order to independently assess the merits of an investment.

Statements throughout this document are views and opinions of the author and/or Muzinich. The views and opinions expressed should not be construed as an 

offer to buy or sell or invitation to engage in any investment activity, they are for information purposes only, are as of the date of publication and are subject 

to change without reference or notification. Certain information contained in this document constitutes “forward-looking statements,” which can be identified 

by the use of forward-looking terminology such as “may,”, “likely,” “will,” “should,” “could,” “expect,” “anticipate,” “project,” “estimate,” “intend,” 

“continue,” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events, 

results or the actual performance of the securities, investments or strategies discussed may differ materially from those reflected or contemplated in such 

forward-looking statements. Nothing contained in this document may be relied upon as a guarantee, promise, assurance or a representation as to the future.

All information contained herein is only as current as of the date indicated, and may be superseded by subsequent market events or for other reasons.  Nothing 

contained herein is intended to constitute investment, legal, tax or other advice nor is it to be relied on in making an investment or other decision. Historic 

market trends and performance are not reliable indicators of actual future market behavior or performance.

Certain information contained herein is based on data obtained from third parties and, although believed to be reliable, has not been independently verified by 

anyone at or affiliated with Muzinich & Co.; its accuracy or completeness cannot be guaranteed.

Past performance is not an indication of future performance. The value of an investment, and income generated (if any) may fall as well as rise and is not 

guaranteed. Investors may not get back the full amount invested and may lose the entire amount invested.

No part of this material may be reproduced in any form or referred to in any other publication without express written permission from Muzinich & Co.

In Europe, this material is issued by Muzinich & Co. Limited, which is authorised and regulated by the Financial Conduct Authority. Registered in England and 

Wales No. 3852444. Registered address: 8 Hanover Street, London W1S 1YQ.  Muzinich & Co. Ltd. is a subsidiary of Muzinich & Co., Inc.  Muzinich & Co., Inc. is a 

registered investment adviser with the Securities and Exchange Commission.


