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Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.21% -19 bps -1.7% 2.2% 
German Bund 10 year 2.06% -18 bps 1.0% 2.1% 
UK Gilt 10 year 4.25% -14 bps -1.1% -1.6% 
Japan 10 year 1.08% -1 bps -1.2% -3.1% 
Global Investment Grade 90 bps 2 bps -0.3% 4.8% 
Euro Investment Grade 107 bps 2 bps 1.2% 5.1% 
US Investment Grade 83 bps 3 bps -1.1% 4.6% 
UK Investment Grade 88 bps 1 bps 0.1% 2.3% 
Asia Investment Grade 120 bps -4 bps -0.4% 6.2% 
Euro High Yield 344 bps -5 bps 1.1% 8.0% 
US High Yield 274 bps 13 bps 0.6% 8.6% 
Asia High Yield 519 bps 11 bps -0.1% 14.3% 
EM Sovereign 303 bps 7 bps -0.6% 7.3% 
EM Local 6.3% -1 bps -5.2% -0.5% 
EM Corporate 250 bps 9 bps -0.3% 8.2% 
Bloomberg Barclays US Munis 3.4% -12 bps 0.2% 2.5% 
Taxable Munis 4.9% -21 bps -1.3% 3.4% 
Bloomberg Barclays US MBS 41 bps 2 bps -1.5% 2.9% 
Bloomberg Commodity Index 234.23 -0.8% -1.5% 4.3% 
EUR 1.0522 1.5% -5.0% -4.2% 
JPY 150.30 3.3% -4.1% -5.8% 
GBP 1.2707 1.6% -4.8% 0.0% 

Source: Bloomberg, ICE Indices, as of 29 November 2024. *QTD denotes returns from 30 September 2024
  
 
Chart of the week – US Core PCE 

 
Source: Bloomberg, as of 2 December 2024 
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Macro / government bonds 
Last week saw a modest bull flattening of curves across core markets, led by price action in the 
US Treasury market. There were various reasons for this. First, the growing perception that 
yields had gone a long way in a relatively short time – the so called “Trump trade” as investors 
had positioned for a more inflationary environment. Aside from give back, there was also the 
short covering of positions ahead of the Thanksgiving holiday, while at the margin index 
extensions in the US also provided a reason to buy fixed income. 

Neel Kashkari, President of the Minneapolis Fed, also delivered a supportive tone to markets. 
He sent a message that a December rate cut remained on the cards, despite market concerns 
that the uncertainty surrounding the Trump policy agenda might cause Federal Reserve 
policymakers to pursue a more gradualist monetary easing approach. Economic data covering 
growth and inflation came in largely in line with expectations: Q3 GDP at 2.8% (annualised) 
underlined the resilience of the US economy, while Core PCE – one of the Fed’s favoured 
inflation measures – came in at 0.3%, translating into an annualised figure of 2.8% (see Chart 
of the Week). The bid for fixed income instruments, alongside the perception that bond yields 
had overshot to the upside, led traders to reprice the probability of a December quarter point 
rate cut from 36% to 65%.   

Price action in the eurozone bond market largely mirrored that of the US. The broad market 
move, however, helped mask emerging idiosyncratic risk in France amid politicking around a 
politically contentious budget. Michel Barnier, French prime minister, has been trying to push 
through a budget for next year, with the objective of trying to bring the deficit under control 
(expected to be circa 6% this year) through a mix of spending cuts and tax rises that would 
amount to €60 billion. In a legislature roughly evenly split between the centre, the right and the 
left, the far right National Rally party flexed its muscle, threatening to topple the government if it 
did not rein back its fiscal plans. National Rally achieved some success last week in getting the 
government to abandon taxes on electricity consumption, but was unsuccessful in demanding 
that the government abandon plans to curb the indexing of pensions to inflation.  

Barnier used a constitutional mechanism to pass the budget, triggering calls for a no-confidence 
vote from both the left and the far right. If the government were to be voted down, the president, 
Emmanuel Macron, would have to appoint a new prime minister, but any appointment would 
likely meet pushback from the left and an emboldened far right. While Macron could dissolve 
parliament, this cannot take place until July 2025 at the earliest, creating scope for heightened 
political volatility. 

Political uncertainty was crystallised through a widening in the yield spread over German 
sovereign bonds to 88bps. Spain and Portugal are now trading through France on spread terms 
relative to Germany, while the spread on French sovereign bonds is on a par with that of 
Greece, which only 10 years ago had been at the heart of a eurozone debt crisis. Alongside 
government bonds, valuations of French corporate bonds and equity weakened 
underperforming equivalent instruments in other eurozone markets, while the euro also gave 
ground against the US Dollar. 

 
Investment grade credit 
In a holiday-truncated week, credit markets were very quiet. There has been a gradual drift 
wider these past couple of weeks in terms of spreads, taking the global IG index spread to 
90bps from a recent tight of around 84bps, according to data from ICE Indices.  

There was little specific of note in the past few trading sessions. There was some weakness in 
French bank bonds given the uncertain political backdrop in the country. Due to it being 
Thanksgiving week in the US there was little if any new issuance activity to report. 
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High yield credit & leveraged loans 
US high yield bond valuations remained stable amid light trading volumes during a holiday-
shortened week.  

The ICE BofA US HY CP Constrained Index returned 0.41%, while spreads were 10bps wider 
ending at +297bps. The index yield-to-worst declined slightly to 7.14%. According to Lipper, US 
high yield bond retail funds saw a $116 million outflow for the week, bringing year-to-date 
inflows to $19.5 billion. In leveraged loans, the average price of the Credit Suisse Leveraged 
Loan Index was stable around $96.4, a three-month high, as the asset class saw continued 
inflows. Retail loan funds saw another large inflow with $1 billion contributed for a tenth 
consecutive week, increasing year-to-date net inflows to $17.8 billion. 

European HY had a solid week, returning 0.14%, and a solid month overall in November, 
returning 0.45%. This brought year-to-date returns to 7.9%. Both spread and yield fell across 
the week, respectively -5 bps to 344 bps and -12 bps to 6.18%. Inflows into the asset class 
continued through the week though were modest at €87 million, all due to managed accounts as 
ETFs experienced outflows. This brings the year-to-date net inflow for EHY to €12.4 billion. The 
primary market was busy, with about €4.2 billion in corporate bonds, largely for refinancings, but 
also included some hybrids and a new issuer. Interestingly, this week also saw a good portion 
done as FRNs (floating rate notes), one of which at €1.15 billion is the largest floating rate bond 
since 2018.   

In credit rating news, the leisure facilities group Merlin was downgraded by S&P to B-. This was 
driven by weaker than expected performance due to competitive pressures and macro 
headwinds.   

In M&A news, ABC technologies announced that they have agreed to buy Canadian auto parts 
company, TI Fluid, for £1 billion in cash.   

In sector news,there was some positive news for autos. Aston Martin announced they would 
received a £100 million equity injection, which was well received by the market, while Antolin 
bonds fared well when earnings results turned out to not be as bad as originally feared. 

 
Structured credit 
The US Agency mortgage-backed securities (MBS) sector had a strong week, up 1.3%, 
alongside lower interest rates and volatility. Longer maturities and lower coupons did best given 
their higher durations. Spreads tightened across the stack but still remain wide of their three-
year and 10-year averages. November prepay speeds are expected to drop as much as 20% on 
fewer business days, seasonals and higher rates throughout much of the month. This is also a 
positive technical support of the sector. 

Spreads in non-agency MBS were mostly unchanged. Recently released remittance reports 
show a continued rise in 60+ day delinquencies, however the pace appears to be slowing with 
only a 14 bps increase – the lowest posted since May. Spreads in both Commercial mortgage-
backed securities (CMBS) and asset-backed securities (ABS) tightened on the week by a few 
bps. New issuance was low given Thanksgiving. 

  
Asian credit 
The JACI index delivered another week of flat returns, with little contribution for both Treasuries 
and spread movements. The attributable sales for the top 100 property developers in November 
declined again to CNY288 billion (down 16% month-on-month and 3% year-on-year) after 
posting a first positive month in October. This implies that the some of the property support 
measures will likely need more time to bear results. Various property measures have been 
announced recently: tax cuts to buy larger residential properties (in excess of 140sqm); lower 
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downpayment ratios and mortgage rates; easing HPRs (home purchase restrictions); and 
expanded funding for “white-list projects”. The next immediate event is the annual Central Work 
Conference (CEWC) at which the focus will be on any indications of fiscal support and the 
broad policy direction for the year ahead. 

Various Adani entities saw negative ratings action following the disclosure of the Department of 
Justice’s indictment. Fitch lowered the outlook of the Restricted Groups of Adani Green Energy 
Ltd from stable to negative. It also reduced the outlook of Adani Ports & SEZ (APSEZ) to “watch 
negative” due to what it views as the potential spillover effects from the corporate governance 
risks on APSEZ’s funding access. Moody’s also lowered its ratings outlook, albeit only to 
negative, which is less harsh than Fitch’s view on APSEZ. 

 
Emerging markets 
It was a quiet week in EM as the US market slowed down for Thanksgiving. EM bond spreads 
ended the week 7bps wider, while EM local markets enjoyed a stronger week up 70bps as 
EMFX rebounded during the week. EMFX will remain challenged as investors worry about FX 
volatility during the second Trump administration. 
The positive trajectory continued for Sri Lanka, which has been placed on review for credit 
upgrade by Moody's as it is set to complete its debt restructuring of dollar bonds. India's 
sovereign bonds rallied after a weak GDP growth report, and yields declined to an almost two-
year low ahead of the central bank’s final monetary policy meeting of the year later this week.   
Various Adani enterprises continued to grapple with the recent bribery charges against CEO 
Gautam Adani. French oil major TotalEnergies suspended fresh investments in Adani joint 
ventures. Fitch and Moody’s placed several Adani entities on negative outlook because of the 
allegations. 
As a long year of elections continues, Romanian bonds had a rollercoaster week after an 
unexpected election result where the pro-Putin candidate performed well, amplifying investor 
concerns over budget policies. The parliamentary elections over the weekend appear to signal a 
more positive outcome with the ruling Social Democrat party securing around 23% of the vote. 
Focus will turn to the potential formation of a coalition government and the second round of the 
presidential vote scheduled for 8 December. 

 
Responsible investments 
Despite the quietness of last week, the environmental, social and governance (ESG) bond 
market surpassed the $1 trillion mark in new issuance year-to-date. This will be the third year on 
record the market has reached the trillion dollar milestone after falling short last year (2023 saw 
$983 billion in issuance, according to Bloomberg). The 2024 figure was helped by more than 
$30 billion coming to market last week in a variety of green, social and sustainability bonds.  
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Important information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). Source for 
all data and information is Bloomberg as at 21.10.2024, unless otherwise stated.  

 
This material in this publication is for information only and does not constitute an offer or solicitation of an order to buy or sell any securities or 
other financial instruments to anyone in any jurisdiction in which such offer is not authorised, or to provide investment advice or services. 
Offerings may be made only on the basis of the information disclosed in the relevant offering documents and the terms and conditions under 
the relevant application forms. Investment involves risk. You are advised to exercise caution in relation to this material. Please refer to the 
relevant offering documents for details and the risk factors. Past performance is not a guide to future performance. The value of investments 
and any income is not guaranteed and can go down as well as up and may be affected by exchange rate fluctuations. This means that an 
investor may not get back the amount invested. The analysis included in this publication has been produced by Columbia Threadneedle 
Investments for its own investment management activities, may have been acted upon prior to publication and is made available here 
incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be seen as 
investment advice. Information obtained from external sources is believed to be reliable, but its accuracy or completeness cannot be 
guaranteed. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This document includes forward 
looking statements, including projections of future economic and financial conditions. None of Columbia Threadneedle Investments, its 
directors, officers or employees make any representation, warranty, guarantee, or other assurance that any of these forward-looking 
statements will prove to be accurate. This document may not be reproduced in any form or passed on to any third party in whole or in parts 
without the express written permission of Columbia Threadneedle Investments. This document is not investment, legal, tax, or accounting 
advice. Investors should consult with their own professional advisors for advice on any investment, legal, tax, or accounting issues relating an 
investment with Columbia Threadneedle Investments. This document and its contents have not been reviewed by any regulatory authority.  In 
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