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Sector Commentary Investment Themes

By Karthik Narayanan, Michael Liu, and Scott Kanouse

ASSET-BACKED SECURITIES AND CLOS

Record Supply, Selective Opportunities

ABS credit spreads tightened over the quarter as broader markets rallied. The spread advantage of index level ABS relative to 
investment-grade corporates fell below the long-term average, offering more selective relative value opportunities. Year-to-
date ABS gross issuance hit $274.1 billion, exceeding last year’s record pace. Recent spread tightening in the bank loan market 
has pressured interest-rate arbitrage, which supports new CLO issuance. If CLO borrowing costs do not tighten further, market 
activity will likely stay focused on refinancing and reset transactions.

With relative value compressed, the opportunity is in specialized commercial ABS and AAA–A CLOs.

	� ABS: New commercial ABS issuance has been 
concentrated in aircraft, data center, fiber networks, and 
franchise whole business deals. Aviation ABS issuance of 
$12 billion through the third quarter is already a record—
exceeding prior peak issuance in 2019 of $10 billion—with 
elevated supply met by strong investor demand. In 
addition, fiber network-backed deals by residential and 
enterprise issuers have increased as companies diversify 
funding sources away from traditional corporate markets. 
We expect data center issuance to remain elevated, 
although investors are becoming more selective. 

	� CLOs: CLO spreads tightened quarter over quarter 
and loan prices remained relatively stable as markets 
continued to navigate the impacts of a broader software 
disruption and the ongoing Middle East conflict. As a 
result, overcollateralization ratios and exposure to low-
rated and stressed collateral remain at healthy levels albeit 
with greater deal-to-deal dispersion across lower-rated 
junior tranches.

	� ABS: We continue to prefer senior commercial ABS backed 
by durable, cash-generative assets, including franchise 
royalties, fiber networks, and aircraft. Within consumer ABS, 
we see value in subsectors such as home improvement 
loans, where stronger borrower profiles, amortization, 
and credit enhancement provide downside protection. In 
digital infrastructure, we remain selective as heavy capital 
spending drives elevated issuance and new capacity. We 
are focused on collateral quality, supply-demand dynamics, 
and the impact of technological change on legacy assets. 

	� CLOs: Attractive relative value and healthy credit 
fundamentals support our view that CLOs offer compelling 
investment opportunities, especially AAA–A rated tranches. 
In the near term, we expect the market to tentatively 
consider BB and equity CLO tranches as it digests 
idiosyncratic risks emanating from the software sector and 
the Middle East conflict. Weaker interest rate arbitrage 
should dampen new CLO creation as managers focus on 
refinancing deals with relatively higher borrowing costs.

The historically modest spread 
pick-up of ABS relative to 
corporates suggests limited value 
in widely followed ABS areas. We 
favor deployment in specialized 
commercial ABS subsectors. 

 ABS-Corporate Basis

Median ABS-Corporate Basis
Since 2016 (83 bps)
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Commercial ABS Looks Attractive vs. Mainstream ABS, Liquid Credit Subsectors
ABS Spreads Relative to Corporates

Source: Guggenheim Investments, Barclays Research, Bloomberg ICE BofA AA-BBB ABS index. Data as of 8.31.2026
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as 
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation 
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal 
professional regarding your specific situation.

One basis point is equal to 0.01%.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained 
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor 
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are 
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset 
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds 
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs”), generally receive payments 
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest 
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate, 
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate. S&P bond ratings are measured on a 
scale that ranges from AAA (highest) to D (lowest). Bonds rated BBB- and above are considered investment-grade while bonds rated BB+ and below are considered speculative grade.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors, 
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Private Investments, LLC, 
Guggenheim Investments Loan Advisors, LLC, Guggenheim Partners Europe Limited, Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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