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Corporate credit remains rock-solid

2 July 2026
Amid declined stadflation risks, the outlook for corporate credit has
improved for 2H26.

WE EXPECT EUROPEAN CORPORATE CREDIT SPREADS TO WIDEN SLIGHTLY IN THE COMING MONTHS
SELECTED EUROPEAN IBOXX CORPORATE CREDIT RISK PREMIUMS (BASIS POINTS)
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Source: Bloomberg, The Investment Institute by UniCredit

THE CONTEXT

With the expected dradual reopening of the Strait of Hormuz implying lower stadflation risk, we see less scope for
wider European corporate spreads in 2H26. Adainst this backdrop, we have lowered our year-end spread forecast,
with spreads expected to widen mainly due to a gradual deterioration of credit metrics and persistently strong new-
bond supply.
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THE DATA

Our chart shows the development of corporate credit spreads since July 2024 and our forecast
until 1H27. Spreads have moved in a narrow range over the past few months. Even during the
closure of the Strait of Hormuz and surging oil prices, the credit market remained firm,
reflecting stable credit metrics shored up by high corporate cash reserves. We expect the iBoxx
IG SEN spread at 80bp, NFI hybrids at 160bp and HY NFI at 280bp by the end of the year. The
reduced risk of an escalation of the Iran conflict lowers the macroeconomic tail risk also for
banks; we have therefore adjusted our spread forecast for senior bank bonds for end-2026 from
90bp to 75bp. In the first half of 2027, we see spreads moving rangebound around these levels.
We therefore anticipate only very moderate spread widening, by 10-20bp by the end of 2026.

OUR VIEW

The key drivers of European credit performance in the coming months will be the still-solid,
albeit gradually deteriorating credit quality of corporates, characterised by still-moderate
leverage and high cash positions, which allow for smooth debt servicing. In our view, the
temporary rise in oil prices and an increase in funding costs will not have a substantial impact
on fundamentals. Adainst this backdrop, after the default rate increased to 4.6% in May — the
highest level since February 2023 — it is likely to stabilize further and decline later this year.

However, new-bond issuance is likely to remain strong, weighing moderately on credit
performance. YTD, we have seen EUR 184bn (vs. EUR 312bn last year) in new issues from
investment-grade senior non-financials issuers and almost EUR 60bn (vs. EUR 115bn in 2025)
from high-yield non-financials issuers. Redemptions remain elevated, and given looming
geopolitical risks — the likelihood of negotiations between the US and Iran failing is not
negligible — corporates are likely to prefund their financing requirements. In addition,
hyperscaler funding requirements are very high given the Al boom. While most debt funding
will be in USD, a further increase in reverse Yankee bonds from technology companies is still
in the cards, given the lower funding costs in euro. After having placed almost EUR 22bn YTD,
bond issuance from the technology sector is set to reach an all-time high this year.

Credit risk premiums are seen moving sideways to slightly wider in the coming months,
implying that carry will probably remain the main source of total return. We expect the latter
to range between 2.7% (IG SEN) and 5% (HY NFI) for full-year 2026, close to returns seen last
year.

OTHER THINGS TO NOTE

Germany: Reform deal agreed overnight

Germany’s coalition leaders reached an overnight agreement on a broad reform packade after
around eight hours of talks in the Chancellery in Berlin. The package reportedly covers income-
tax relief, labour-market flexibility, reforms in the pension system and bureaucracy reduction
— but the hard details are still under wraps. Chancellor Friedrich Merz (CDU), Bavarian Prime
Minister Markus Soéder (CSU) and Finance Minister Lars Klingbeil (SPD) are due to present the
agreement at 9:00 CET (A. Rees).

US jobs data in the spotlight

After three consecutive months of strong payroll gains, averaging 188k per month, we expect
a modest payroll gain of around 60k for June. While layoffs remain low, the NFIB survey of
small businesses’ hiring intentions started slowing a few months ago and suggests job gains
will slow through Audust. The unemployment rate probably held at 4.3%.
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TODAY'’S DATA RELEASES

Time (CET) Country Data Period UniCredit Consensus Previous
14:30 us Change in nonfarm payrolls (000s) Jun 60 172
14:30 us Unemployment rate, % Jun 43 43
14:30 us Average hourly earnings, % mom Jun 0.3 0.3

Source: Bloomberg, The Investment Institute by UniCredit
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Ifthe investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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