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With the start of the new year, and the glimmer of brighter days ahead as the vaccine 

rollout begins, KKR Partner & Head of Leveraged Credit, Chris Sheldon brings you his 

fourth and final piece in the ‘V for Volatility’ series, titled ‘Symphony No. 2020’. 

 

In this latest piece, Chris likens the market movements and themes of 2020 to a 

collection of melodic dynamics. He highlights the historical Federal stimulus, record 

downgrades and issuance, Fallen Angels, and the increased dispersion we saw 

throughout the year. 

 

Below is a brief overview of the key insights, however, you can read the full ‘Symphony 

No. 2020’ here. 

 

The Market’s Crescendo 
Historically, markets have a way of navigating through crises, and as was learnt in 

2008, it’s important to focus only on what can be controlled. Throughout 2020, KKR 

Credit strived to do this as the composition of the market evolved, and thus, pivoted its 

investment theses and credit strategies in response.  
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Source: ICE BofAML, S&P LSTA LLI, Bloomberg, and KKR Credit Analysis as of December 31, 2020 
 

According to ‘Symphony No. 2020’, the fourth quarter was a combination of market 

themes coming to an inflection point with strong market momentum further encouraged 

by COVID-19 vaccine announcements. 

 

Ultimately, the US credit markets ended 2020 on a strong note, however, Chris reflects 

on the following themes as part of the market’s crescendo:  

• High yield and leveraged loan spreads reached +1,000bps in the depths of Q1 
volatility but rallied strongly in later quarters with high yield tightening back to 

~390bps [1] and leveraged loans to ~450bps [2] in December 2020. 

  

• The loan market shrank for the first time in 10 years by ~$178.4 million [2] while 
the high yield market grew by 18% [1]. 
  

• Collateralised Loan Obligations (“CLO”) issuance proved resilient with a strong 

recovery in the second half of 2020 in both the US and Europe. In the US, net 

loan issuance remained flat on the year, while new CLO issuance increased 

resulting in CLOs ownership of the loan market growing in 2020 to an estimated 

~65% [2]. 
  



• The Fed was the market’s conductor, with its Secondary Market Corporate 
Credit Facility (SMCCF) and Primary Market Corporate Credit Facility (PMCCF) 

spurring the transformation of the high yield market, which created an even 

larger asymmetry between it and the investment grade market 

  

• In the investment grade credit market, 2020 saw a tidal wave of downgrades 

from investment grade to high yield, also known as Fallen Angels. At year-end, 

BB rated assets comprised +54% of the high yield market, of which 72% are 

trading above their call price, while CCC rated assets accounted for a mere 13% 
of the market [3]. 
  

• High yield issuance was 60% [4] higher in 2020 than in 2019, setting a new 

record each quarter. 

The Chorus 
Going into 2021, KKR remains constructive on high yield but currently views leveraged 

loans as more attractive on a relative value basis. As such, KKR increased its asset 

allocation to loans in its opportunistic credit strategies, being mindful, of course, that this 

market symphony can shift direction at any moment. 

 

Chris emphasises how the level of dispersion that now exists in the credit markets has 

upped the ante on credit selection. While the market rally has been strong, many credits 

still ended the year down on a total return basis across a range of industries. As long-

term credit investors, KKR sticks to the fundamental analysis across the corporate credit 

market, and by doing so, aims to outperform. 

 

A closing Sonata  
Looking ahead to 2021, Chris recognises that there is still a great deal of uncertainty 

and challenges ahead. With the continued pursuit for income and yield in a tightening 
and fast-moving corporate credit market, the onus, now more than ever, is on agile and 

creative active managers to identify unique investment opportunities across the debt 

and equity markets. 

 

Read the full ‘Symphony No. 2020’ report here.  

   

 
[1] Source: ICE BofAML and KKR Credit Analysis as of 31 December 2020 
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[2] Source: S&P LCD and KKR Credit Analysis as of 31 December 2020 
[3] ICE BofAML, Factset, and KKR Credit Analysis as of 31 December 2020 
[4] ICE BofAML, S&P LCD, and KKR Credit Analysis as of 31 December 2020 
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(1) Figures as of 31 December, 2020. Represents assets managed by KKR or its strategic partners (on a proportionate 

basis) as to which KKR is entitled to receive a fee or carried interest (either currently or upon deployment of capital) and 

proprietary general partner capital. (2) Includes investments/commitments made by KKR’s balance sheet, KKR employees 

and other affiliates. Investments made by current and former KKR employees are retained by those individuals personally. 
Includes unfunded commitments made by individuals.   

 

   

Important Information 
  

General  
This information has been prepared by KKR Australia Investment Management Pty Ltd ABN 42 146 164 454, AFSL 420 

085 (the “Manager” or “KKR”) and issued by Seed Partnerships Pty Ltd ABN 32 606 230 639 AFSL 492973 on behalf of the 

Manager and The Trust Company (RE Services) Limited ABN 45 003 278 831, AFSL 235150 (the “Responsible Entity” 

or  “TTCRESL”). TTCRESL is the responsible entity and issuer of units in the KKR Credit Income Fund ARSN 634 082 107 

(“KKC” or the “Trust”). TTCRESL has appointed KKR to act as the manager of the Trust. This update is general information 
only and is not intended to provide you with financial advice or take into account your objectives, financial situation or 

needs. You should consider, with a financial adviser, whether the information is suitable for your circumstances. To the 

extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this information. Past 

performance is not indicative of future performance. This information is believed to be accurate at the time of compilation 

and is provided in good faith. This information may contain information contributed by third parties. KKR and TTCRESL do 

not warrant the accuracy or completeness of any information contributed by a third party. 
  

Before making any investment decisions you should consider the Product Disclosure Statement (PDS) for the Trust issued 

by TTCRESL and the Trust’s other periodic and continuous disclosure announcements lodged with the Australian 

Securities Exchange (ASX), which are available at www.kkcaustralia.com.au or can be obtained by calling 1300-131-856 

within Australia. 
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None of KKR, its affiliates or its related bodies corporate, or any company in the Perpetual Group (Perpetual Group means 

Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees the performance of the Trust or the return of an 

investor’s capital. This information does not constitute an offer, invitation, solicitation or recommendation with respect to the 
purchase or sale of the Trust’s units.  

  

Information in this update 

This information is only as current as the date indicated, and may be superseded by subsequent market events or for other 

reasons. 
  

This information may contain projections or other forward-looking statements and comments regarding future events, 

including targets or expectations regarding the Trust’s business, plans and strategies.  Forward-looking statements also 

include prospective financial information for the Trust. Forward looking statements can generally be identified by the use of 

forward looking words such as, “expect”, “anticipate”, “likely”, “intend”, “should”, “could”, “may”, “predict”, “plan”, “propose”, 
“will”, “believe”, “forecast”, “estimate”, “target” and other similar words that involve risks and uncertainties. Indications of, 

and guidance or outlook on, future earnings or financial position or performance are also forward looking statements. 

Forward looking statements involve inherent risks and uncertainties, both general and specific, and there is no assurance 

that such events or targets will be achieved. A number of important factors could cause the Trust’s actual results to differ 

materially from the plans, objectives, expectations, estimates and intentions expressed in such forward looking statements, 
and many of these factors are beyond the control of TTCRESL and KKR. This information is not a promise or 

representation as to the future and past performance is not a guarantee of future performance. Statements or assumptions 

in this information as to future matters may prove to be incorrect and may be superseded by subsequent market events or 

for other reasons. You acknowledge that the circumstances may change and that this information may become outdated as 

a result. 

  
You should make your own independent assessment of this information and seek your own independent professional 

advice in relation to the information and any action taken on the basis of the information. Any term not defined in this 

update has the same meaning as defined in the PDS. 

 

Copyright © 2021 Seed Partnerships Pty Ltd, All rights reserved. ABN 32 606 230 639 AFSL 492973 

 
 

You are receiving this email as you have opted to receive KKC updates. The Manager gathers and analyses non-personal 

data regarding the use of the KKC website (www.kkcaustralia.com.au) and advertisements, including domain names, number 

of hits, pages visited, length of user session, etc., to evaluate the usefulness of the site/advertisements. This data is 

collected for statistical purposes only and may be shared with TTCRESL and KKC’s unit registry, Boardroom Pty Limited 

ABN 14 003 209 836. Your personal information is kept to provide you with this update. We may disclose your personal 

information to external parties who provide services to the Manager (for example, mail houses, and database management 

services) and, unless you tell us otherwise, your financial adviser.  Otherwise, we will not disclose your personal 
information to any other external parties unless required by law.  

You may be entitled to access information which the Manager holds about you. If you would like access or you do not want 

to receive other information, please contact the Manager. 

The Manager’s privacy policy is available on the KKC website www.kkcaustralia.com.au or by contacting the Manager as 

follows: 

KKR Australia Investment Management Pty Ltd 
Level 42, Gateway Building 

1 Macquarie Place 

Sydney NSW 2000 

Kapil.Kirpalani@kkr.com 

https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.kkcaustralia.com.au%2F&data=04%7C01%7Celewis%40citadelmagnus.com%7Ca71c59f7067d4c103ea108d8d8523add%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637497194991607213%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=Avi0%2FkcH066I3SQqoPj9UGm2cPmBBmhPXtchA7okFo0%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.kkcaustralia.com.au%2F&data=04%7C01%7Celewis%40citadelmagnus.com%7Ca71c59f7067d4c103ea108d8d8523add%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637497194991617210%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=6PSvpOiMyap1pu9vx40irSYwnW%2BQ9bKTTmXv3vvhPZA%3D&reserved=0
mailto:Kapil.Kirpalani@kkr.com


 

+852 36027376 

 

If you do not want to receive further updates, please unsubscribe here. 
   
Unit Registry - Boardroom Pty Ltd · Grosvenor Place · Level 12, 225 George Street · Sydney, NSW 2000 · Australia  

  

  

 
 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Funsubscribe%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D6af5114d3d%26e%3D__test_email__%26c%3D45daef43e4&data=04%7C01%7Celewis%40citadelmagnus.com%7Ca71c59f7067d4c103ea108d8d8523add%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637497194991617210%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=hM7dFtjz4Tbtth1lKji%2F11JxRmjVAvOgvlkwHXJMxOQ%3D&reserved=0

	About KKR

