
A fine time to lock in higher bond yields 
By Alasdair Ross, Head of Investment Grade Credit, EMEA; and David Oliphant, Executive Director, Fixed 

Income 

 

Thinking about duration in investment grade credit hasn’t been top of clients’ minds in recent 

years – with good reason. Bond yields have been exceptionally low, with the Sterling five-year 

corporate bond yield falling from around 4% in the middle of the previous decade to almost 1.5% 

by the end of 2020 (Figure 1). 

 

Figure 1: Sterling five-year plus Corporate Bond Index yield, 2014-24 

 

 
 

Source: ICE indices, 30 April 2024 

 

 

But between 2020 and 2022 we saw a period of bond yield normalisation and now the yields and 

income on offer are high: over the past three or so years index yields have risen from that 1.5% 

low to 5.7% today – close to the highest on offer in the past decade. With expectations that 

central banks will soon begin to cut interest rates, clients are seeing the value in  ”locking-in” 

these higher levels of income for as long as possible. 

 

Furthermore, UK pension schemes, which have recently moved from deficit to healthy surplus as 

yields have risen materially (Figure 2) might also choose to lock-in the security of that position. 

As such, they could seek to match their longer-dated liabilities with closely matched assets such 

as medium- and long-dated investment grade corporate bonds. These are just the kind of 

investments we like to make in our CT Medium and Long-dated Non-Gilt strategy. 
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      Figure 2: Funding position of UK pension schemes, 2017-23 

 

Source: The Pensions Regulator/Refinitiv, September 2023. Figures shows technical provisions (TPs) for all DB schemes, 

based on rolling back and projecting forward the data held on 30 September 2022 (rather than using historical data at 

historical dates). This is an aggregate analysis based on highly summarised data. Overall, the changes in market conditions 

and aggregate pace of schemes’ funding plans mean that deficits on a TPs basis as at December 2019 and March 2020 are 

expected to have turned into surpluses as at December 2022 and March 2023. 

 

Why Columbia Threadneedle for fixed income? 

At Columbia Threadneedle Investments we pride ourselves on a robust investment process based on 

high-quality independent credit research. The strategy has a long track record of consistent out-

performance and has been built using the same investment philosophy and bottom-up research-

driven process that has provided long-term risk-adjusted returns across our business.  

Risk and return are targeted on issuer and security selection in a team-based approach that focuses 

on downside risk management, allowing it to consistently perform through a variety of market 

environments in a risk-adjusted manner (as illustrated by the information ratio1), not just by taking 

more risk or yield than the benchmark. 

 Relative return Information ratio 

1 year +44bps - 

3 years +42bps per annum 0.75 

5 years  +59bps per annum 1.11 
 

Source: Columbia Threadneedle Investments, as at May 2024 

 
1 Morningstar.com. Information ratio measures the consistency of a fund or other investment's 
outperformance compared with a benchmark. Its risk adjusted. Generally, an information ratio of 0.5 or above 
is considered good. 



Conclusion 

Yields are much higher than during the extended period of low interest rates and quantitative easing 

that followed the global financial crisis in 2008/09. Additionally, most market experts suggest we are 

at the top of the Bank of England’s recent interest rate rising cycle and are predicting falling base 

rates into the year-end and beyond. If this proves to be the case, bond yields should follow – which 

would add capital return to the already high starting yield.  

 

 

 

 
 

1. Columbia Threadneedle Investments EMEA APAC 'the Firm' claims compliance with the Global Investment 

Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS Standards.  

Columbia Threadneedle Investments EMEA APAC has been independently verified by Ernst & Young LLP for the periods 

1st January 2000 to 31st December 2022. The verification reports are available upon request.  A firm that claims 

compliance with the GIPS standards must establish policies and procedures for complying with all the applicable 

requirements of the GIPS standards.  Verification provides assurance on whether the firm's policies and procedures 

related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of 

performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide 

basis.  Verification does not provide assurance on the accuracy of any specific performance report.  GIPS® is a 

registered trademark of CFA Institute.  CFA Institute does not endorse or promote this organization, nor does it 

warrant the accuracy or quality of the content contained herein. 

2. The 'Firm' is defined as all portfolios managed by Columbia Threadneedle Investments EMEA APAC (prior to 1 

January 2021, the firm was known as Threadneedle Asset Management) which includes Threadneedle Asset 

Management Limited, (TAML), Threadneedle International Limited, (TINTL), Threadneedle Investments Singapore 

(Pte.) Limited, (TIS), and Threadneedle Management Luxembourg S.A. (TMLSA), excluding directly invested property 

portfolios. The firm definition was expanded in 2015 to include portfolios managed by then newly established affiliates 

of Threadneedle Asset Management in Singapore. TAML & TINTL are authorised and regulated in the UK by the 

Financial Conduct Authority (FCA). TINTL is also registered as an investment adviser with the U.S. Securities and 



Exchange Commission and as a Commodities Trading Advisor with the U.S. Commodity Futures Trading Commission. 

TIS is regulated in Singapore by the Monetary Authority of Singapore. TMLSA is authorised and regulated in 

Luxembourg by the Commission de Surveillance du Secteur Financier (CSSF). On 1 July 2020, Threadneedle Asset 

Management Malaysia Sdn. Bhd (TAMM) was removed from the firm.  Columbia Threadneedle Investments is the 

global brand name of the Columbia and Threadneedle group of companies. Beginning 30 March 2015, the Columbia 

and Threadneedle group of companies, which includes multiple separate and distinct GIPS-compliant firms, began 

using the global offering brand Columbia Threadneedle Investments. 

3. The strategy invests at least two-thirds of its assets in investment grade corporate bonds with a remaining maturity 

of 5 years or more. The strategy may also invest in other bonds (including below investment grade corporate bonds, 

and government bonds) when considered appropriate to achieve its investment objective.  The Strategy considers ESG 

factors within its investments. At least 50% is invested in issuers with strong Columbia Threadneedle ESG Materiality 

ratings, which is also expected to lead to a better weighted average ESG Materiality rating for the Strategy than the 

Index.  The Strategy only invests in bonds issued by companies that follow good governance practices and are not 

excluded based on the exclusionary framework. Derivative instruments may be used for efficient portfolio 

management and currency management. The primary use of derivatives is not designed to create a highly leveraged 

investment position. The composite was created 01/05/2017. 

4. The gross-of-fees returns are time-weighted rates of return with cash flows at the end of the day.  Returns reflect 

the reinvestment of dividends and other earnings and are net of commissions and other transaction costs. Returns are 

calculated net of non-reclaimable withholding taxes on dividends, interest, and capital gains and are shown before 

management and custodian fees but after the deduction of trading expenses. Composite returns are calculated by 

using underlying portfolio beginning of period weights and monthly returns. Periodic returns are geometrically linked 

to produce longer period returns.  Net of fee returns are calculated by deducting the representative fee from the 

monthly gross return.  Prior to 30th Sept 2022 the gross returns were calculated using daily authorised global close 

valuations with cash flows at start of the day, and were shown before management and custodian fees but after the 

deduction of trading expenses. Returns were gross of withholding tax.  Policies for valuing investments, calculating 

performance, and preparing GIPS Reports, as well as the list of composite descriptions, list of pooled fund descriptions 

for limited distribution pooled funds, and the list of broad distribution pooled funds are available upon request. 

5. The dispersion of annual returns is measured by the equal weighted standard deviation of portfolio returns 

represented within the composite for the full year.  Dispersion is only shown in instances where there are six or more 

portfolios throughout the entire reporting period.  The Standard Deviation will not be presented unless there is 36 

months of monthly return data available. 

6. The three year annualised ex-post standard deviation measures the variability of the gross-of-fees composite and 

benchmark returns over the preceding 36 month period. 

7. The following fee schedule represents the current representative fee schedule for institutional clients seeking 

investment management services in the designated strategy: 0.35% on the first £25m; 0.3% on the next £25m; 0.25% 

on the next £50m; negotiable thereafter. Gross of fee performance information does not reflect the deduction of 

management fees. The following statement demonstrates, with a hypothetical example, the compound effect fees 

have on investment return: If a portfolio's annual rate of return is 5% for 5 years and the annual management fee is 35 

basis points, the gross total 5-year return would be 27.6% and the 5-year return net of fees would be 25.4%. 

8. The iBoxx GBP Non Gilt Index represents the investment grade fixed-income market for Sterling-denominated bonds 

with a maturity of 5 years or greater. Index returns reflect the reinvestment of dividends and other earnings and are 

not covered by the report of the independent verifiers. 

9. Past performance is no guarantee of future results and there is the possibility of loss of value.  There can be no 

assurance that an investment objective will be met or that return expectations will be achieved.  Care should be used 

when comparing these results to those published by other investment advisers, other investment vehicles and 

unmanaged indices due to possible differences in calculation methods. 

 

 

 

 

 

Important Information 

For use by professional clients and/or equivalent investor types in your jurisdiction (not to be used 

with or passed on to retail clients). This is a marketing communication. The mention of stocks is 

not a recommendation to deal. 



 

This document is intended for informational purposes only and should not be considered 

representative of any particular investment. This should not be considered an offer or solicitation to 

buy or sell any securities or other financial instruments, or to provide investment advice or 

services. Investing involves risk including the risk of loss of principal. Your capital is at risk. Market 

risk may affect a single issuer, sector of the economy, industry or the market as a whole. The value of 

investments is not guaranteed, and therefore an investor may not get back the amount invested. 

International investing involves certain risks and volatility due to potential political, economic or 

currency fluctuations and different financial and accounting standards. The securities included herein 

are for illustrative purposes only, subject to change and should not be construed as a 

recommendation to buy or sell. Securities discussed may or may not prove profitable. The views 

expressed are as of the date given, may change as market or other conditions change and may differ 

from views expressed by other Columbia Threadneedle Investments (Columbia Threadneedle) 

associates or affiliates. Actual investments or investment decisions made by Columbia Threadneedle 

and its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the 

views expressed. This information is not intended to provide investment advice and does not take into 

consideration individual investor circumstances. Investment decisions should always be made based 

on an investor’s specific financial needs, objectives, goals, time horizon and risk tolerance. Asset 

classes described may not be suitable for all investors. Past performance does not guarantee future 

results, and no forecast should be considered a guarantee either. Information and opinions provided 

by third parties have been obtained from sources believed to be reliable, but accuracy and 

completeness cannot be guaranteed. This document and its contents have not been reviewed by any 

regulatory authority. 

In the UK: Issued by Threadneedle Asset Management Limited. Registered in England and Wales, 

Registered No. 573204, Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. 

Authorised and regulated in the UK by the Financial Conduct Authority. 

Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle 

group of companies. 

columbiathreadneedle.com                                     Issued 06.24 | CTEA6692784.1- 

 


