
 

 

Volkswagen woes drag peers into the fray   
 
Volkswagen’s admission that its diesel engines sidestepped US emissions regulations has 
severely dented both its and its German peers’ credit risk.  
  

 Volkswagen CDS spread has more than doubled in the last two days to a six year high 

 Volkswagen’s bond yields have widened across the maturity curve 

 Daimler and BMW have seen their spread jump by over 50% on these developments 
 
Yesterday’s shock admission that German 
carmaker Volkswagen’s diesel engines were 
designed to circumvent US environmental 
regulation sent its shares into free fall. The 
second day of the crisis brought little relief for 
the company’s shares, which tumbled by as 
much as 20% as the market digested the 
news that it was facing investigations on both 
sides of the Atlantic after the number of cars 
affected by the scandal grew to 11 million 
worldwide, over 20 times the number affected 
in the US. Volkswagen has set aside $7.3bn 
to deal with the initial costs of the scandal and 
some now reporting that its CEO will step 
down as soon as this week. 
 
CDS spreads jump 
The uncertainty around the situation has not 
been contained to the equities market as 
Volkswagen’s CDS spread has surged in the 
wake of the breaking scandal. Volkswagen’s 
five year CDS spread jumped by over 55bps 
on Monday after closing at 75bps on Friday. 
Today’s developments have seen that spread 
widen further with the spread hitting 208bps 
as of 13:30 GMT. This deterioration has seen 
the spread widen to past the 200bps mark for 
the first time since 2009, ironically the year 
the company started selling diesel cars in 
North America. 

 
 
Bonds fall across the board 
The widening CDS spread reflects a wider 
gloom around the company’s bonds, which 
have seen their yields surge across the 
maturity curve yesterday, according to 
Markit’s evaluated bond service. Today’s 
announcements have seen that trend 
continue.  
 

 
 
The company’s five year 2.0 issue due in 
January 2020 yielded 1.37% intraday, over 
50bps more than at Friday’s market close. 

Markit Commentary 

September 22
nd

 2015 

http://www.bbc.co.uk/news/business-34320147
http://www.bloombergview.com/articles/2015-09-21/vw-s-nightmare-scandal-spreads-to-europe
http://news.yahoo.com/seoul-summons-volkswagen-over-cheating-emissions-tests-054317465.html
http://uk.reuters.com/article/2015/09/22/uk-usa-volkswagen-managementchanges-idUKKCN0RM1B220150922
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Collateral damage 
Perhaps the most surprising development to 
bear out of the recent saga has been the fact 
that its German peers Daimler and BMW 
have seen their CDS spreads surge in line 
with Volkswagen. The former has adamantly 
denied any involvement in the saga in a 
statement yesterday, which looks to have had 
little effect on investors as its CDS spread 
jumped by a further 31bps today, taking its 
spread to a new three year high.  
 

 
 
Whether this collateral damage has any 
impact on the German brand going forward 
looks to be seen, but investors are taking a 
cautious approach to the situation as both of 
Volkswagen’s competitors have seen their 
shares suffer due to the company’s woes.  
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