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Power BI DesktopKey findings Direct Lending represented 20% of 
European private and public leveraged 
debt markets in Q1 2026

European leveraged debt markets issuance 
(leveraged loans, direct lending, and high yield 
bonds) totalled €130bn in proceeds in Q1 2026, a 
decrease of 16.2% from €155.2bn in Q4 2025 and a 
decrease of 18.9% from €160.3bn in Q1 2025.

Direct lending origination reached €26.4bn, 
representing a 39.6% increase YoY and a 3.6% QoQ 
decline.

The market share of direct lending of total leveraged 
debt markets rose from 17.7% in Q4 2025 to 20.3% 
in Q1 2026.

Direct lending includes primary origination only, 
excluding secondary sales, drawdowns from existing 
facilities and deals that are part of a wider bank-led 
syndicated lending (see Definitions on page 49). 

Leveraged loan origination reached €81.8bn in Q1 
2026, marking a 10.1% decline QoQ and a 27.1% 
drop YoY.

High yield bond issuance totalled €21.8bn in Q1 
2026, down 40.8% from Q4 2025 (€36.8bn) and a 
decline of 25.3% from Q1 2025 (€29.2bn). 

1.1 European Issuance of High Yield Bonds, Leveraged Loans and Direct Lending
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Direct lending volumes may not represent the full universe as they are are derived from estimates based on disclosure. For definitions 
and criteria see page 49. 

Note that all figures have been updated to reflect data available as of April 2026.



Power BI DesktopKey findings
Direct Lending predominantly funds 
LBOs and acquisitions. High Yield 
Bonds and Leveraged Loans focus on 
refinancing

In Q1 2026, 78% of leveraged loan issuance was used 
for refinancing, with an additional 4% for debt 
repayment. Acquisitions accounted for 8%, while 
LBOs and capital expenditures represented 11% of 
total proceeds.

Similarly, high yield bond issuance was dominated 
by refinancing and debt repayment (50%), followed 
by general corporate purposes (36%) and 9% used 
for acquisitions.

In contrast, direct lending showed a different 
distribution in the use of proceeds, focusing 
predominantly on acquisition activities. According to 
Octus, LBOs (29%) and acquisitions (26%) 
represented the largest share of proceeds, while 
refinancing accounted for 24% of the total. 

Source: Octus [1.4], Dealogic [1.2] and [1.3] High Yield, Leveraged Loan and Private Credit Report - Q1 2026 / 5

1.4 European Direct Lending by Use of
Proceeds
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1.6 European High Yield Bond Default Rates
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Source: Fitch [1.5], Moody's [1.6], KBRA DLD [1.7]. Direct lending default rates based on European direct lending deals held in US BDCs. 
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1.5 European Leveraged Loan Default Rates
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1.7 European Direct Lending Default Rates
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Direct Lending default rate by count is 
expected to rise in 2026

Direct lending default rates increased in 2025 
compared to 2024, both when estimated by count 
and by volume. In 2025, the default rate by count 
stood at 2%, while the trailing twelve month (TTM) 
default rate as of April 2026 remained at the same 
level. The 2026 KBRA DLD forecast anticipates the 
default rate by count to increase to 2.25% by the end 
of the year. In terms of volume, the default rate 
remained at 1% from 2025 to the TTM as of April 
2026, with forecasts expecting it to remain 
unchanged by year-end. 

High Yield Bond default rates declined 
in Q1 2026  

According to S&P, the trailing 12-month speculative-
grade bond default rate declined from 4% at the end 
of December 2025 to 3.3% by the end of March 
2026, after reaching a low at 3.2% in February. 
Moody's reported a decline in default rates to 3.8% 
in Q1 2026, following an increase from 2.7% in 
December 2024 to 3.9% in December 2025.

According to Fitch, the European leveraged loan 
trailing-12-month default rate by volume decreased 
from 2.6% in 2024 to 2.5% in December 2025. 

High Yield, Leveraged Loan and Private Credit Report - Q1 2026 / 6



Power BI Desktop

Source: LSEG [1.8], FRED [1.9] KBRA DLD [1.10]
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1.9 ICE BofA Euro High Yield Index Option-Adjusted Spread (%)
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1.10 Yields of Private Credit Loan Origination
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European High Yield Bond spreads 
widened during Q1 2026

The European high yield option-adjusted spread 
peaked in April 2025 at 4.1%, the highest value since 
December 2023, before starting tightening reaching 
2.6% in January 2026. In the second part of Q1 
2026, HY product spreads partially widened closing 
the quarter at 3.4%. 

The cash relative value in the leveraged loan market 
remained broadly stable during 2025, except for a 
drop to 95.28 bps in April following the U.S. tariff 
announcements. During the first quarter of 2026, 
the Lev40 Index decreased from 98.2 at the end of 
December 2025 to 96.51 by the end of March. 
 
Yields of private credit loan origination have shown 
a declining trend since late 2023. Euro-denominated 
yields peaked at 11.43% in Q2 2023 and have 
consistently decreased quarter over quarter, 
reaching a first low of 8.48% in Q2 2025. They 
declined to 8.01% by the end of Q1 2026. 
Sterling-denominated yields have followed a similar 
trajectory, reaching a high of 12.8% in Q1 2024 
before falling to 9.57% in Q1 2026.
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Leveraged Loans
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Leveraged Loans
Issuance: Leveraged Loans

Leveraged loan origination reached €81.8bn in Q1 2026, a 10.1% decline compared to Q4 2025 and a 27.1% drop from Q1 
2025.

Only 1st lien loans were issued during the quarter. Since 2022, first-lien loans have accounted for 99.81% of the total volume 
of leveraged loans, with second-lien and mezzanine financing representing 0.17% and 0.02%, respectively.

In Q1 2026, institutional spreads, as measured by a 3-month rolling average, showed an increase from 333.09 basis points in 
December 2025 to 379.37 basis points in March 2026. Pro-rata spreads decreased form 302.86 basis points at the end of 
2025 to 264.25 basis points in March 2026. As a result, the gap between institutional and pro-rata spreads increased during 
Q1 2026.

The Professional Services sector emerged as the leading sector by loan origination amount in Q1 2026, reaching €16.3bn. It 
was followed by Construction/Building and Telecommunications, which originated €11.6bn and €9.4bn in loans, 
respectively. 

High Yield, Leveraged Loan and Private Credit Report - Q1 2026 / 9
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3.1 European Leveraged Loan Issuance by Type
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3.4 European Leveraged Loan Issuance by Industry: Q1 2026 (Top
10)
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3.3 Institutional and Pro Rata Spreads (3-month rolling average)
Institutional Pro Rata
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2nd Lien 1.10 0.15 0.40 0.27  
Mezzanine 0.20        
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Leveraged Loans
3.2 European Leveraged Loans Average Deal Size
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3.5 Bank Credit Standards
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3.6 Factors Affecting Bank Credit Standards: March 2026
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A positive net percentage signifies the factor 
contributed to tightening credit standards.

A negative net percentage signifies the factor 
contributed to easing credit standards.

3.7 Loan Demand
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3.8 Factors Affecting Loand Demand: March 2026
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Credit Standards and Loan Demand
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Direct Lending
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Direct Lending
Issuance: Direct Lending

European direct lending origination reached €26.4bn in Q1 2026, representing a small decline of 3.6% compared to Q4 2025 
and an increase of 39.7% from Q1 2025. By volume, the number of deals decreased from 332 in Q4 2025 to 223 in Q1 2026. 

In the US, deal activity has consistently been higher, at times more than double the European origination amount. In Q1 2026, 
the number of the US deals stood at 494, down from the 731 in the previous quarter and 591 in Q1 2025.

In Q1 2026, the primary use of proceeds was LBO/SBO/P2P, accounting for 29.2% of total issuance, followed by Acquisitions at 
25.6% and Refinancing at 23.8%. Capex represented 16.6% of the total share. 

The most active sectors over the quarter were Software & Services (18.8%), Business Services-related and Healthcare & Life 
Sciences, both accounting for 17.5% of the total.

In Q1 2026, UK and Ireland originated the largest share of direct lending, representing 27.8% of the total European origination. 
This was followed by DACH at 19.7% and Benelux at 15.3%. 

During the same period, 19.7% of the total deals were ESG-compliant, a decrease compared to the previous quarters, primarily 
due to stricter ESG classification criteria. French firms conducted the highest number of ESG-compliant deals in Q1 2026, 
followed by Dutch firms. There were a total of 40 European ESG deals.

Europe remains relatively risk‑averse, with leverage capped below eight times EBITDA and only a handful of deals priced above 
750 bps, indicating limited signs of stressed or complicated credits.

High Yield, Leveraged Loan and Private Credit Report - …/ 28High Yield, Leveraged Loan and Private Credit Report - Q1 2026 /13
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