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Secured loans where the borrower is sub-investment grade rated

What are leveraged loans? 

SETTING THE SCENE

Source: Allspring and LCD Morningstar 2023 study. For illustrative purposes only.

Sample capital structure
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LOWEST

Senior secured credit

Revolving Credit Facility

Leveraged Loans

Senior secured bonds

Unsecured bonds

Hybrids

Mezzanine

Equity

Secured by 

companies’ 

assets, e.g.:

Inventory • 

Property • 

Plant • 

Equipment • 

Receivables • 

(Broadly) syndicated loans

Bank loans

Underwriting process

Syndication

First lien

Second lien

Discount margin

CLO 

Arbitrage

Jargon buster

Senior  to 

other 

instruments in 

borrower’s 

capital 

structure
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01 High level of income

All-in yields are near 10-year highs, providing attractive income and a comfortable carry cushion

Why invest in loans? 

SETTING THE SCENE

Sources:  Allspring, Pitchbook LCD as at 31 August 2024. 

European loan all-in yields are near 10-year highs¹
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02 Diversification

Due to the floating rate nature of loans, they provide an attractive diversifier in a market that is predominantly fixed rate in nature, with attractive 
risk-adjusted return

Why invest in loans? 

SETTING THE SCENE

Spread and volatility (hedged to €) for major fixed income assets²
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Why invest in loans?

SETTING THE SCENE

03 Low default rate

Leveraged loans are typically issued by private equity owned companies. These owners have the financial clout to support companies during more 
challenging parts of the economic cycle.
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Why invest in loans?

SETTING THE SCENE

04 Attractive alternative to private debt

The European loan market is more liquid and more mature than the private debt market
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Why invest in loans?

SETTING THE SCENE

Source: Allspring and LCD Morningstar 2023 study. For illustrative purposes only.

Average debt recoverySample capital structure

PRIORITY 
OF PAYMENT

HIGHEST

LOWEST

73%

67%

Syndicated loans

Senior secured 

bonds

53%

28%

Unsecured bonds

Subordinated 

bonds

⯀ Long-term average

Senior secured credit

Revolving Credit Facility

Leveraged Loans

Senior secured bonds

Unsecured bonds

Hybrids

Mezzanine

Equity

Secured by 

companies’ 

assets, e.g.:

Inventory • 

Property • 

Plant • 

Equipment • 

Receivables • 

05 Senior Secured provides protection

Senior secured credit investors receive priority of payment and benefit from a higher debt recovery rate compared to other segments of the sub-
investment grade credit market
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Is now a good time to invest?

MARKET OUTLOOK
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Sources:  Allspring, Bloomberg, Pitchbook LCD as at 31 August 2024. 



Should investors time their entry into the market?

Source: Allspring Plus Fixed Income, 31 August 2024
Past performance is not a reliable indicator of future results.

MARKET OUTLOOK
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Credit volatility throughout time
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Loan market exposure to covenant-lite structures

What are some of the risks you currently worry about?   
   

Source: Allspring Plus Fixed Income, S&P LCD. As of  30  June 2024

MARKET OUTLOOK
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11EUROPEAN HIGH YIELD - PLUS FIXED INCOME STRATEGY

MARKET OUTLOOK

Rate cuts to reduce yield on portfolios
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What are some of the risks you currently worry about? 
     



How does the European loans market compare to  
Direct Lending? 

Source: Allspring Plus Fixed Income, As of  31 March 2024, CSiWELLi Non USD hedged to EUR, Euro Stoxx 50

OTHER TOPICS
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European Leveraged Loans European Direct Lending
Currency EUR, GBP EUR, GBP

Market cap (EUR bn) 279 200

Average deal size (EUR mm) c.730 c. 100

Tenor 7 years 3-7 years

Coupon type Floating Floating

Secured 100% 100%

Historical credit loss rate per annum 0.9% 1.2%

Estimated default rate 2024 2.5% 3%

Publicly rated 95% 0%

Liquidity Average Low

Valuation frequency Daily Quarterly

Price volatility Average Low

Average rating B Unrated

Vehicle open-ended closed-ended with capital calls

Advantages Liquidity Illiquidity premium

Flexibility to make tactical asset allocation changes Regulatory capital benefits

Long history with established managers Low volatility



Could Basel IV have an impact on demand for Bank Loans? 
 

Source: Allspring Plus Fixed Income, As of  31 March 2024, CSiWELLi Non USD hedged to EUR, Euro Stoxx 50

OTHER TOPICS
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EUROPEAN LOANS EUROPEAN EQUITIES

Return 5.2% 5.7%

Volatility 7.9% 17.7%

Return to risk 0.65 0.32

Correlation 0.53 0.53

Max. drawdown -27.9% -53.7%

Worst month -17.10% -16.18%

Basel IV reg cap risk weight 100% 250%

Basel IV reg cap requirement for €100m 

investment

8m 20m



Allspring’s 

European Loans 

capability

01

Why European Loans and Allspring?

• European Loans market was born in 2004 – Allspring is in the market since 2004

• Best risk-return profile in Fixed Income: 8% yield with <0,25 years of duration*

• Positive returns expected in bear (+3,5%), base (+7,5%) and bull (+8,5%) scenario

• 18 years GIPS compliant track record beating the benchmark by > +3% p.a.

• AIFMD regulated fund and separate accounts

02

What type of clients invest with us?

• Short duration Investors managing strategic cash reserves

• Investors looking for floating rate paper

• Private debt investors interested in a semi-liquid alternative

• Banks: Basel IV capital adequacy will treat European Loans favorably vs. Equity

• Institutional investors as part of a diversified allocation

03

What are the latest market trends?

• Increased focus on sustainability: rise of Art. 8 SFDR classification

• Vehicle innovation: ELTIF 2.0

• Leveraged Loans – direct lending joint product offering

• CLO market growth

14*Past performance is not indicative of future results.



Appendix

15
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Objectives and process

• Provides investors with periodic returns from an actively managed portfolio of predominantly 
European debt obligations and primarily senior secured obligations

• Makes investments based on their characteristics that demonstrate their capacity to provide 
the liquidity required in order to be able to make any payments due by the fund

• Selects obligations or other instruments considered to offer superior yields and relative credit 
stability

• Monitors individual obligor, country risk, maturity and asset-type categorisation in order to 
avoid excessive concentrations of risk to protect against any significant effects from 
underperformance by any single investment

• Has the ability to hedge or reduce tail risk and to protect the portfolio from systematic market 
shocks primarily through the swap market

• Has an independent team that provides risk management framework and monitoring

European Loans Fund (AIF)
Fund risks 

Sub-investment-grade debt obligations risk

These have a greater risk of loss of principal and interest than higher-rated debt obligations and 
are likely to be significantly less liquid than investment-grade securities. 

Liquidity risk

Credit markets may from time to time become less liquid, leading to valuation losses on 
investments. The sale of portions of the investments under these circumstances could incur losses 
that would not have occurred otherwise. 

Leverage risk

Certain transactions, including the use of some types of derivatives, may give rise to a form of 
leverage that can provide greater potential for losses from changes in market prices. An adverse 
change in the relevant price level can result in a loss of capital that is more exaggerated than 
would have resulted from an investment that did not involve the use of leverage inherent in the 
derivative contract.  

Derivatives risk

The use of derivatives presents risks different from, and possibly greater than, the risks associated 
with investing directly in traditional securities. The use of derivatives can lead to losses because of 
adverse movements in the price or value of the underlying asset, index or rate, which may be 
magnified by certain features of the derivatives.  

Distressed and defaulted obligations risk

It may be difficult to obtain information as to the true condition of companies issuing these 
obligations. In any reorganisation or liquidation proceeding relating to a company in which the 
fund invests, the fund may lose all or part of its investment and/or may be required to accept 
payment over an extended period of time.

OBJECTIVE AND RISKS
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Objectives and process

• Provides investors with periodic current income returns and capital appreciation by investing 
primarily in senior-secured debt and related products of mainly sub-investment-grade 
corporate obligors based in Europe as well as other global issuers

• Acquires primarily senior-secured obligations not less than half of which are expected to be of 
European origin and credit risk

• Selects obligations or other instruments that offer superior yields and relative credit stability

• Monitors individual obligor, country risk maturity and asset-type categorisation in order to 
avoid excessive concentrations of risk to protect against significant effects from 
underperformance by any single investment

• May seek to mitigate a proportion of market risk from such investments and to hedge 
generally against tail risk and systematic market shocks primarily through the swap market

Senior Secured Fund (AIF)
Fund risks 

Sub-investment-grade debt obligations risk

These have a greater risk of loss of principal and interest than higher-rated debt obligations and 
are likely to be significantly less liquid than investment-grade securities. 

Liquidity risk

Credit markets may from time to time become less liquid, leading to valuation losses on 
investments. The sale of portions of the investments under these circumstances could incur losses 
that would not have occurred otherwise. 

Derivatives risk

The use of derivatives presents risks different from, and possibly greater than, the risks associated 
with investing directly in traditional securities. The use of derivatives can lead to losses because of 
adverse movements in the price or value of the underlying asset, index or rate, which may be 
magnified by certain features of the derivatives.  

Distressed and defaulted obligations risk

It may be difficult to obtain information as to the true condition of companies issuing these 
obligations. In any reorganisation or liquidation proceeding relating to a company in which the 
fund invests, the fund may lose all or part of its investment and/or may be required to accept 
payment over an extended period of time.

OBJECTIVE AND RISKS
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This information is a Marketing Communication, unless stated otherwise, for Professional Clients, eligible counterparties or Qualified Investors only (as defined by local regulation). It does not form part of the 

prospectus and is not an offer, invitation or solicitation to subscribe for shares in the fund. Such an offer or solicitation can only be made pursuant to the applicable offering document. More information 

about the fund, including information on its objectives, risks, fees, expenses and sustainability, is available in the prospectus, provided upon request from your regional Allspring Global Investments  

[“Allspring”] contact.

The Allspring Worldwide Alternative Fund SICAV-SIF (Fund) was incorporated on 7 June 2012 as an open-ended investment company organised as a société anonyme under the laws of the Grand Duchy of 

Luxembourg and qualifies as a société d'investissement à capital variable – fonds d'investissement spécialisé (SICAV-SIF) under Part II of the 2007 Law and as an AIF within the meaning of the AIF Law. The 

Fund is authorised as a UCI under the 2007 Law. The fund is registered with the Luxembourg Trade and Companies Register under number B169.587. The articles have been deposited with the Luxembourg 

Trade and Companies Register. The Fund is authorised by the Luxembourg Supervisory Authority as a SICAV – SIF and has been authorised for public distribution only in certain jurisdictions.

Your capital may be at risk. Past performance is not a guarantee or reliable indicator of future results. Any past performance, forecast, projection, simulation or target is indicative and not guaranteed. Fees 

and expenses will reduce returns. Returns may increase or decrease as a result of currency fluctuations. All investments contain risk. The value, price or income of investments or financial instruments can fall 

as well as rise. You may not get back the amount originally invested. The fund may not achieve its objective and/or you could lose money on your investment in the fund.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated); content is provided for informational purposes only with no representation regarding its adequacy, 

accuracy or completeness; views, opinions, assumptions or estimates are not necessarily that of Allspring or Allspring Global Investments Holdings, LLC and are subject to change without notice; information 

does not contain investment advice, an investment recommendation or investment research. Any benchmark referenced is for comparative purposes only, unless specifically referenced in the Sub-Funds' 

Investment Objective and Policy in the prospectus.

Distribution in the United Kingdom (UK), European Economic Area (EEA) and Switzerland: Allspring Global Investments  [“Allspring”] is the trade name for the asset management firms of Allspring Global 

Investments Holdings, LLC, a holding company indirectly owned by certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These firms include, but are not limited to, Allspring Global 

Investments (UK) Limited [“Allspring UK”] an investment management company, authorised and regulated by the UK Financial Conduct Authority (FCA), and Allspring Global Investments Luxembourg S.A 

[“Allspring Luxembourg”], authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF). Allspring Luxembourg has branches in Frankfurt, Paris and Milan and is allowed to provide 

services on a cross-border basis in the EEA. This material has been approved for distribution in the UK by Allspring UK, for the purposes of Section 21 of the Financial Services and Markets Act 2000 (FSMA). 

Allspring UK does not provide services to retail clients, the FSMA rules for retail clients will not apply and the United Kingdom Financial Services Compensation Scheme is not available. Unless otherwise 

stated, information does not contain investment advice, an investment recommendation or investment research as defined under FCA regulations or the Markets in Financial

Instruments Directive (Directive 2014/65/EU (MiFID II) and therefore does not comply with the requirements for the provision of such services. For Professional Investors only. Recipients who do not wish

to be treated as Professional clients should notify their Allspring contact immediately.

Important Information: Austria, Belgium, Finland, France, Ireland, Italy, Luxembourg, Norway, Spain, Sweden: NOTICE TO PERSONS IN THE EUROPEAN ECONOMIC AREA (EEA): The Fund is an alternative 

investment fund for the purpose of the European Union Alternative Investment Fund Managers Directive (Directive 2011/61/EU) (AIFMD). Waystone Management Company (Lux) S.A. is the alternative 

investment fund manager (AIFM) of the fund. Interests in the Fund may only be marketed to prospective investors who are domiciled or have a registered office in a member state of the EEA (EEA persons) in 

respect of which AIFMD marketing rights have been exercised by the AIFM under Article 31 or Article 32 of AIFMD and in such cases only to EEA persons who are professional investors or any other category 

of person to which such marketing is permitted under the national laws of such member state. This document is not intended for, should not be relied on by and should not be construed as an offer (or any 

other form of marketing) to any other EEA person. A Professional Investor is an investor who is considered to be a professional client or who may, on request, be treated as a professional client within the 

relevant national implementation of Annex II of Directive 2004/39/EC (Markets in Financial Instruments Directive) and AIFMD. A list of jurisdictions in which the Fund has exercised marketing rights under 

Article 31 and/or 32 of AIFMD is available from the AIFM on request. Germany: the Fund has been registered with the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) according to section 323 KAGB 

for marketing to professional investors and semi- professional investors in the meaning of section 1 (19) no. 32 and no. 33 KAGB. The Fund must not be marketed to retail investors (Privatan leger) in the 

meaning of section 1 (19) no. 31 KAGB. The Fund is an alternative investment fund for the purpose of the European Union Alternative Investment Fund Managers Directive (Directive 2011/61/EU) (AIFMD). 

Waystone Management Company (Lux) S.A, is the AIFM of the Fund. According to section 323 KAGB interests in the Fund may only be marketed to prospective investors in Germany who are professional 

investors or semi-professional investors. This document is not intended for, should not be relied on by and should not be construed as an offer to any other person. Netherlands: the Fund is an alternative 

investment fund for the purpose of the European Union Alternative Investment Fund Managers Directive (Directive 2011/61/EU) (AIFMD). Waystone Management Company (Lux) S.A. is the AIFM of the Fund. 

Interests in the Fund may only be marketed to prospective investors who are domiciled or have a registered office in the Netherlands in respect of which AIFMD marketing rights have been exercised by the 

AIFM under Article 31 or Article 32 of AIFMD and in such cases only to persons who are professional investors. This document is not intended for, should not be relied on by and should not be construed as an 

offer to any other person. A professional investor is an investor who is considered to be a professional investor (professionele belegger) within the meaning of article 1:1 of the Dutch Act on financial 

supervision (Wet op het financieel toezicht). Interests in the Fund may also be marketed to non-professional investors, provided the AFM is notified of the marketing to non-professional investors and certain 
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