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State of the markets – sentiment scale 

Min / Median / Max (2018)

2019 Year end forecast

Better market conditions Not ideal backdrop

Last 4-week average

Current

10yr UST (%)
2.44%

Fund Flows1

(Month TD, $bn)

14.74.30.0 53.8

Weekly Supply 
(Prior Week, $bn)

New Issue 

Concessions
(Weekly Average, bps)

10.37.9-0.3 12.6

1IG ex Short Term, Total Flows

This message has been prepared by J.P. Morgan’s Debt Capital Markets Group and is not the product of J.P. Morgan’s Research Department and is not a research report. Unless otherwise 

specifically stated, any views or opinions expressed herein are solely those of the authors listed, and may differ from the views and opinions expressed by the J.P. Morgan Research 

Department or other departments or divisions of J.P. Morgan. All market prices, data and other information are not warranted as to completeness or accuracy and are subject to change 

without notice.

+137 +173+170+160

High Grade Credit 

Spreads (bps)

High Grade Credit 

Yields (%) 3.69%

+108

-1.2 1.5-24.7 31.1

4.32% 4.64% 4.68%

3.23%3.04%2.85% 3.60%2.90%

4.72%
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Current interest rate environment

Rates Investment Grade Markets

FOMC dots vs. market expectations Number of Fed hikes implied by OIS rates*

*Implied number of hikes out to end of year 2019

Source: J.P. Morgan

Source: FOMC year-end Fed Funds Rate projections, 9/26/18. Market forward curve, 

12/10/18. JPM forecasts: 1 more hike in 2018 and 4 in 2019

Fed rate forecast compared to market participants
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Current state of the debt markets

Federal Reserve Board survey
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Current state of the debt markets
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All-in borrowing costs (L + spread) Average LIBOR spread  (Large MM borrowers)

Source: Thomson Reuters Source: Thomson Reuters
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Current state of the debt markets

Lender hit rates remain elevated

Source: J.P. Morgan investment grade loan transactions

High grade loan volume exceeds $1.2 trillion YTD
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Sources: Securities Data Corporation, J.P. Morgan Credit Research, Informa Business Intelligence, Dealogic as of 11/30/18, J.P. Morgan as of 11/30/18

Note: Excludes hybrid capital and cross-over issuance; includes MTNs, 144A and Yankees with minimum maturity of 13 months

2018 YTD supply vs. YE forecasted supply by sector

Current state of the debt markets

New issue concessions have increased
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Current state of the debt markets

2017 volume exceeded $70 billion for the first time Average transaction size ($mm)

Issuance by Sector (2018)
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Current state of the debt markets

Recent trends in the leveraged loan market

Monthly leveraged loan new issuance ($bn)
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Current state of the debt markets

Recent trends in the leveraged loan market

JPM Leveraged Loan Index trading prices JPM Leveraged Loan Index yields (3yr)

Source: JPMLLI (as of 12/07/18) Source: JPMLLI (as of 12/07/18)
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Current state of the debt markets

Recent trends in the high yield market

Monthly high yield new issuance ($bn)

HY fund flows ($bn)

Source: Lipper (as of week ending 12/05/18)
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Despite the recent volatility in the high yield market, yields remain below historical averages

Source: J.P. Morgan High Yield Research
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J.P. Morgan 2019 debt market outlook

J.P. Morgan anticipates 5 rate hikes and an inverted yield curve by YE 2019

Source: J.P. Morgan 12/10//18
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JPM expects the yield curve to be inverted by 2H19

 The U.S. economy is in the late innings of the current 

expansion, but not yet at the end of the cycle

 JPM expects that the economic backdrop will keep the Fed on 

their once-a-quarter hiking pattern, leaving the funds rate at 

3.25 – 3.50% at the end of next year

 The market, however, is pricing in a more dovish YE19 rate of 

~2.75%

 As the front end widens faster than the intermediate/long end, 

the 2-10 curve continues to compress

Recent 10Y UST vs. 2-10 curve
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J.P. Morgan 2019 debt market outlook

High grade credit spreads are forecast to widen in 2019

Source: J.P. Morgan Research
Source: J.P. Morgan DataQuery as of 12/10//2018

JULI: J.P. Morgan’s High Grade Credit Index
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J.P. Morgan research expects the JULI to reach 170bps DM CB balance sheets expected to shrink in 2019
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J.P. Morgan 2019 debt market outlook

2019 high grade supply issue forecasted to decline year over year

Source for all charts: Securities Data Corporation and J.P. Morgan Credit Research as of 11/22/18. Note: Excludes hybrid capital and cross-over 
issuance; includes MTNs, 144A and Yankees with minimum maturity of 13 months.

Gross issuance is forecasted at $1,045bn for 2019… 

… while net issuance is forecasted to decline 

29% vs. 2018
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M&A activity is expected to fall in 2019
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J.P. Morgan 2019 debt market outlook

Yields and spreads in leveraged finance markets are beginning to widen on the back of equity volatility
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Source: J.P. Morgan as of 11/28/18

In volatile market conditions, issuers should be prepared to take advantage of windows of opportunity 

when the market opens

17



C O N F I D E N T I A L

J.P. Morgan 2019 debt market outlook

Source: J.P. Morgan as of 11/28/18

J.P. Morgan’s 2019 high yield and leveraged loan outlook is constructively neutral – we expect returns 

and issuance to be healthy and default rates to remain near post-crisis lows

2016 2017 2018 YTD 2019E 2016 2017 2018 YTD 2019E

Total Return 9.78% 4.25% 3.72% 6.00% Total Return 18.27% 8.28% -0.83% 3.25%

Gross Issuance (USD) $488bn $982bn $695bn $750bn Gross Issuance (USD) $229bn $285bn $173bn $200bn

Net Issuance (USD) $203bn $286bn $250bn $275bn Net Issuance (USD) $85bn $97bn $64bn $100bn

2016 2017 Current 2019E 2016 2017 Current 2019E

Default Rates 1.50% 1.84% 1.57% 1.50% Default Rates 4.28% 1.27% 1.84% 1.50%

Yield to 3yr 6.23% 6.31% 7.42% 7.75% JPM Global HY YTW 6.53% 6.07% 7.67% 8.00%

Spread to 3yr 458bps 419bps 449bps 390bps JPM Global HY STW 482bps 398bps 479bps 450bps

Leveraged loan stats and forecasts High yield stats and forecasts
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