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Robus Capital: Credit markets at the tipping point 

 

• Recession in Germany threatens debt financing of SMEs 

• Liquidity among non-investment grade European credit issuers dries up 

• Already a multitude of opportunities in the secondary market 
 

London, 18. July 2022. Robus Capital, an investor specializing in mid-market credit issues from Europe, 

expects credit markets to become increasingly choppy, even if they are not currently pricing in any major 

defaults. “After more than twelve favorable years, including the past two Covid years, the tipping point 

in credit markets has arrived. The pressure is mounting, and troubled companies will hardly be able to 

hold out for long,” expects Mark Hoffmann, Portfolio Manager at Robus Capital. Especially non-

investment-grade European credit issuers can quickly run into liquidity problems due to interrupted 

supply chains, galloping inflation and energy security problems.  

At 33.6 per cent year-on-year, the German producer price index recorded the highest increase since 

records began in 1949. Energy costs, especially for natural gas, have more than tripled in the last twelve 

months and are being driven to ever new highs by the war in Ukraine. According to Bundesbank 

estimates, a gas embargo could cost German economic growth between 5 and 7 per cent and affect large 

parts of industry. Thus, the Robus expert expects a rate of inflation between 6 and 8 per cent for the next 

twelve months. “We think a recession in Germany is inevitable; energy costs and consumer sentiment 

are already too much of a burden. Above all, we currently find hardly any indicators that suggest a quick 

end to the crisis,” Hoffmann says.  

Individual SMEs in the DACH region, but also in the Benelux and the Nordic countries, could be hit hard. 

“The default risks increases with higher interest rates and decreasing liquidity. In addition, it is raining in 

from other places: Supply chain problems are curbing production, inflation is weighing on demand and 

investment spending has to be massively reduced. In addition, there are more and more burdens from 

high basic material prices, rising transport and energy costs and wages,” the credit expert summarizes 

the situation for many companies.   
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Pressure from the financing and credit markets 

With the tightening of monetary policy, financing is becoming more expensive due to rising interest 

rates. At the same time, corporate debt funds are already recording outflows due to institutional 

investors switching back to government bonds. With the drying up of financing flows, private investors 

such as Robus Capital also have a special responsibility, as Hoffmann emphasizes: “The primary markets 

for high-yield bonds have already been closed to new issues since the end of March and the lending 

policies of commercial banks are also becoming increasingly restrictive. As a value-oriented “lender of 

last resort”, we now have to look very closely. Geopolitically, there has been cause for concern for some 

time, but Putin's war is currently becoming a minefield for many SMEs. Energy security will be a hot topic 

in the second half of the year and the development of commodity prices incalculable.”  

Due to its many years of specialization, Robus Capital continues to expect favorable entry opportunities 

in debt instruments from companies that have been family-owned for many years and that have pricing 

power in their industry. In the past, however, not many companies have been able to maintain margins 

over extended periods of inflation, leading to high default rates in retrospect. “Falling profit margins 

weaken companies' resilience to wider external shocks or economic fluctuations. As long-standing 

partners and debt financing experts, we can identify possible leaks early on in a trusting cooperation and 

take targeted preventive action,” says Hoffmann.   

Globalization, demographic trends and rising capital reserves have driven money into the high-yield 

market in recent decades, triggering a 30-year bull market for non-investment-grade credit. Even if the 

turn of the times has begun and a multitude of attractive investment opportunities are already available 

on a selective basis, the secondary market remains stable, according to Hoffmann: “The number of 

restructuring cases on the SME bond market is increasing, but higher secondary market yields do not 

directly lead to higher financing costs and defaults. Non-cyclical consumer goods, retail stocks and 

idiosyncratic stocks with exposure to Russia have been sold off sharply, but there is no sign of panic yet”.  

Due to the variable interest rate and the shorter maturity, the secondary market prices for bonds, 

especially of medium-sized issuers with low ratings, have so far held up relatively well compared to other 

asset classes. However, current market prices are a poor leading indicator for defaults, as upcoming 

maturity threatens to increase refinancing costs by more than 50 per cent and reduce debt capacity. 

Hoffmann is certain: “We assume that our selective approach, the often long-standing partnership and 

our expertise are decisive advantages for both companies and our investors. Already during the 

pandemic, we have seen that minor amendments to credit documents can quickly pay off in the form of 

higher coupons, better collateral and sometimes even equity kickers.” 
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Robus Capital's oldest fund, the Robus Credit Opportunities Fund (RCOF), which specializes in credit 

instruments from mid-sized issuers, has consistently achieved its targeted return range of between 5 and 

7 per cent, with an annualized return of 6 per cent since inception in 2012. Due to the focus on senior 

secured debt instruments and companies with a low level of debt and good liquidity, Robus Capital 

assumes that the return targets can be achieved and possibly even exceeded even under recession 

conditions. “The focus on senior secured positions puts us in a position to negotiate with issuers at an 

early stage if there are signs of bottlenecks in coupon payments or even possible covenant breaches and 

to take appropriate countermeasures. The current sector allocation in the Robus funds is also very 

defensive,” says Hoffmann. With about 50 per cent of the portfolio companies from the leisure, services 

and retail sectors, many of which are Covid reopening winners, the team sees good opportunities to 

perform above the defined corridor again.   

 

About Robus Capital  

Robus Capital was founded in 2011 as an institutional asset manager specialising in publicly 
traded and private corporate bonds and loans. Today, Robus Capital manages an investment 
volume of EUR 1 billion from offices in Frankfurt and London. Robus Capital manages several 
special funds and a mutual fund. The investment focus is on debt instruments of medium-sized 
companies such as bonds, syndicated loans and promissory note loans. Institutional investors 
(insurance companies, foundations, pension funds or family assets), who often have a corporate 
background themselves, are Robus Capital's main client group. Investments can be made in both 
the primary and secondary markets and are also made in special situations that are very complex 
and require in-depth analysis. Robus Capital's regional focus is Europe and in particular the 
German-speaking countries, Benelux and Scandinavia. 
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