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A lack of confidence 
Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.25% -18 bps 2.8% 2.8% 
German Bund 10 year 2.48% 0 bps 0.2% 0.2% 
UK Gilt 10 year 4.57% 0 bps 1.7% 1.7% 
Japan 10 year 1.41% -2 bps -1.4% -1.4% 
Global Investment Grade 89 bps 6 bps 2.1% 2.1% 
Euro Investment Grade 90 bps 4 bps 1.1% 1.1% 
US Investment Grade 88 bps 7 bps 2.6% 2.6% 
UK Investment Grade 80 bps 3 bps 1.6% 1.6% 
Asia Investment Grade 116 bps 7 bps 2.1% 2.1% 
Euro High Yield 306 bps 11 bps 1.7% 1.7% 
US High Yield 287 bps 9 bps 2.0% 2.0% 
Asia High Yield 531 bps 7 bps 2.3% 2.3% 
EM Sovereign 300 bps 8 bps 2.9% 2.9% 
EM Local 6.3% 2 bps 2.7% 2.7% 
EM Corporate 253 bps 9 bps 2.4% 2.4% 
Bloomberg Barclays US Munis 3.5% -9 bps 1.5% 1.5% 
Taxable Munis 4.9% -17 bps 3.6% 3.6% 
Bloomberg Barclays US MBS 31 bps -1 bps 3.1% 3.1% 
Bloomberg Commodity Index 251.20 -3.7% 4.8% 4.8% 
EUR 1.0442 -0.8% 0.2% 0.2% 
JPY 150.82 -0.9% 4.4% 4.4% 
GBP 1.2646 -0.4% 0.5% 0.5% 

Source: Bloomberg, ICE Indices, as of 28 February 2025. *QTD denotes returns from 31 December 2024  
 
Chart of the week: US Conference Board Consumer Confidence 
Expectations 

 
Source: Bloomberg, as of 3 March 2025 
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Macro/government bonds 
Last week saw renewed strength in the US Treasury market. One of the drivers was weaker 
economic data. The expectations component of the Conference Board Consumer Confidence 
Index, widely regarded as an indicator of future US economic growth fell, from 82.2 to an eight-
month low of 72.9 (see also Chart of the Week). Many in the market regarded the drop in 
confidence as reflective of consumer concern regarding the economic impact of trade tariffs and 
reduced federal spending. Initial jobless claims also rose. The data fed through to a narrative in 
the marketplace that tariffs and retrenchment are likely to cast a shadow over the US economy, 
which could prompt the Federal Reserve to pivot its attention from inflation to weakening 
growth. 

The new administration continued to ‘up the ante’ on trade policy. \President Trump announced 
that a planned 25% tariff on all goods from Canada and Mexico, as well as an additional 10% 
on Chinese goods, would take effect from 4 March. He also announced plans for a 25% tariff on 
imports from the European Union, targeting sectors such as autos, semiconductors and 
pharmaceuticals.  

The general tone from policymakers at the Fed was cautious. Philadelphia Fed president, 
Patrick Harker, said the policy rate could remain restrictive for the time being without negatively 
impacting the economy. However, he raised a ‘yellow flag’ that consumers were feeling 
increasing financial strain, with trade policy uncertainty also clouding the economic picture. 
Richmond Fed president, Tom Barkin, echoed these comments, pointing to both emerging 
inflationary headwinds and elevated trade policy uncertainty. Alongside evidence of softening 
economic growth, the continued ratcheting up of trade tensions provided another reason to buy 
safe haven assets such as US Treasuries. 

European bond yields were also lower over the course of the week, largely taking their cue from 
price action in the US Treasury market. European Central Bank minutes from the January rate-
setting meeting reflected increasing debate among members over where neutral interest rates 
lay, although the market regarded a quarter point interest rate cut at the forthcoming March 
meeting as ‘done and dusted’. 

The major event to affect European markets, however, was the evolution in the fiscal backdrop. 
Following the Ukraine president’s ‘dust-up’ in the Oval Office with Trump and vice president JD 
Vance, UK prime minister, Sir Keir Starmer, brought together a ‘coalition of the willing’ – 
primarily from European nations – over the weekend to signal their ongoing support for Ukraine. 
The realisation increasingly struck home to many in Europe that the Transatlantic Alliance had 
become a much more brittle entity, and that Europe will have to do much more to pay for the 
broader security of the European continent, including in Ukraine. The market reaction to the 
prospect of a significant increase in spending on Europe’s military capacity has been higher 
eurozone and UK bond yields, as investors price in fiscal expansion in Europe. 

 
Investment grade credit 
The market ended February with a weaker tone. Spreads widened through the month, with the 
global investment grade index spread widening from 85bps to 89bps. The month had begun 
with spreads initially tightening to 82bps on large demand for the asset class. In the last week, 
however, fears of a US economic slowdown and concern about the introduction of tariffs on 
Mexico, Canada and China weighed on ‘risk’ markets such as equities and credit. 

The euro market again outperformed, with spreads unchanged over the month at 90bps. The 
US dollar market, meanwhile, saw a widening of 6bs in February. Year-to-date the US market 
has seen spreads widen by 7% while the euro market has moved in the opposite direction and 
tightened by 11%. Short-dated credit continues to outperform in both markets.  
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So far in 2025 the banking, auto and real estate sectors stand out as the best performing, while 
technology, energy and utilities have widened the most in percentage terms, according to ICE 
index data. The combination of the spread moves descibed earlier and lower goverment bond 
yields means that last month saw positive total returns from US dollar, euro and Global IG 
markets. 

 
High yield credit & leveraged loans 
US high yield bond spreads widened to year-to-date highs over the week alongside increasing 
equity volatility and soft macro data.  The ICE BofA US HY CP Constrained Index returned 
0.43%, aided by lower US Treasury rates, while spreads were 15bps wider ending at +308bps. 
According to Lipper, US high yield bond retail funds saw a $1.4 billion inflow over the week.  
This marked a sixth consecutive weekly inflow and the largest in three months. Leveraged loan 
prices declined $0.02 over the week to $96.2 amid a slight increase in expectations for Fed 
easing and weaker macro data. Retail floating rate funds saw $725 million contributed, halting a 
seven-week $1+ billion inflow streak.      

European HY finished the last week of February with positive performance of +0.2%, bringing 
the month’s overall performance to +1.1%. Spreads widened 11bps on the week, reducing the 
month’s spread tightening to -13bps to stand at 306bps, while yields remained steady for the 
week at 6%. This is down 17bps from the start of February. Supportive technicals and generally 
steady-to-improving corporate fundamentals were the main drivers, as a subdued corporate 
primary market resulted in a year-to-date gross issuance of €10 billion and net of €5 billion. 
Inflows continued into March, although they slowed in the past week with €153 million coming to 
the asset class. This was solely to managed accounts as ETFs continued to experience 
outflows. This brought February’s net inflow to €860 million.   

On the credit rating front, S&P took Thames Water’s rating to D calling the bond extension 
tantamount to default because ‘the maturity extension is a modification to the credit agreement, 
whereby lenders will receive less than the original promise on the securities without adequate 
compensation’. Another downgrade saw a former Rising Star moving fully down to HY: both 
S&P and Fitch cut the rating of the Nissan Motor Corporation to BB+. This brings another €750 
million into the HY universe and came about as the Nissan and Honda deal fell apart. 

There was better news in the telecom space as Altice France announced they have finally 
reached an agreement with creditors. This will result in a substantial amount of debt being 
written off (from €24 billion to €16 billion, leaving the firm 4x leveraged). Maturities will be 
extended and shareholders will give up 45% of their equity position. Both senior secured and 
unsecured debt were part of the agreement with creditors getting some cash and a minority 
equity stake, but also some bond extension accompanied by a higher yield. This story shows 
that creditor groups can combat issuer aggressive behaviour if needed.  

Earnings season continues with signs of solid corporate results, even in the satellite sector (for 
example, SES) but also in the healthcare sector (Grifols, which announced high cash flow). 
Meanwhile, the auto sector also performed reasonably (Forvia and Valeo), as did retail, with 
Auchan performing much better than expected on its EBITDA line. A real estate disposal plan 
for €1 billion was also announced. 

 
Structured credit 
The US Agency mortgage-backed securities sector posted a 1.38% total return over the five-
day period, with an overall bullish tone. Much of this sentiment seemed to be coming from a 
relative value perspective when comparing agencies to both structured credit asset classes and 
corporate credit. Almost all credit products are at multi-year tights, whereas agencies are in the 
middle of their five-year range. The big question remains bank demand. Banks have been 
buying and net added approximately $28 billion across Agency residential MBS holdings in Q4 
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of 2024. However, there is a lot of dry powder on the sidelines. Most think this demand will 
come out in 2025 due to deregulation and the expectation of a clearer Fed path. Agency floaters 
have been increasingly attractive to investors as short rates have fallen. Banks, money 
managers and hedge funds have all been adding floaters, which has led to the largest issuance 
since 2021.  
  

In collateralised loan obligations (CLOs) the overall tone was more moderately bullish. CLOs 
are at multi-year tights across the credit stack. Fundamentals are strong while gross supply is 
looking like it could be off to another record-setting year. From the demand side of the equation, 
CLO ETFs have been on the rise. Given net supply and a strong demand picture, spreads are 
deemed to be relatively stable baring any dramatic changes to the underlying credits. Looking at 
2023 spread levels, tier 1 AAAs were pricing between 160 and 180. Given the two-year non-call 
of most CLO structures, and AAAs currently printing in the 115-120 range, all these deals 
should be called in some form in 2025.  

  
Asian credit 
The JACI delivered a positive week of 88bps (IG +93bps and HY +61bps), thanks to the rally in 
core rates (+101bps) offsetting wider spreads (-13bps). 
The National People’s Congress (NPC) of China will commence on 5 March and market 
consensus is that the government will likely maintain its GDP growth target of ‘around 5%’. 
Other key points to watch are whether the government raises the official fiscal deficit target to 
4%, from 3% in 2024, and the details on any further stimulus packages (for example around 
transfers to local government, trade-in programmes, the property sector, and financial support 
for the low-income population). 
Adani Green Energy Ltd (AGEL) has successfully refinanced its US$1.06 billion construction 
facility due in March 2025. According to AGEL, the onshore facility has a door-to-door tenor of 
19-years with a fully amortised debt structure that matches the underlying asset life. For 
context, the construction loan was initially taken in 2021 to fund the development of wind-solar 
hybrid renewables. 
In the primary market, Hysan has announced a concurrent tender offer for its existing 
subordinated 4.1% perpetual (on an outstanding US$750 million) and the proposed issuance of 
new subordinated perpetuals (non-callable 5.5 years). Indonesian power company Cikarang 
Listrindo is looking at a proposed issuance of US$350 million, which together with its substantial 
liquidity position (cash and short-term investments of US$445 million), will refinance its existing 
CIKLIS 4.95% ‘26s bond (US$500 million). In addition, Varanasi Aurangabad NH-2 Tollway 
Private Ltd issued a debut bond: VARNSI 5.9% ‘32s, US$316 million. 

 

Emerging markets 
Geopolitical developments continued to dominate price action in emerging markets. Sovereign 
spreads moved 8bps wider and returned 0.79% on the week in US dollar terms. Local 
currencies continued last week's underperformance, returning -0.82% in US dollars over the 
week due to the slightly stronger dollar.  

The relationship between Ukraine and the US remains strained following last week's meeting 
between Ukrainian president, Volodymyr Zelenskyy, and US president, Donald Trump. A 
meeting intended to be the signing of a 'minerals deal' between the US and Ukraine quickly 
devolved into a public spat, with Trump accusing the Zelenskyy of 'gambling with World War III'. 
The unravelling of these negotiations surprised the market and Ukraine's dollar bonds fell by 
almost 7% over the weekend to 62 cents on the dollar.  
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On Wednesday, Trump announced plans to revoke Chevron Corp's oil licenses in Venezuela 
from 1 March. He cited election fraud, slowness to receive migrants and a lack of co-operation 
from Venezuelan president Nicolás Maduro as his motivators. Chevron is the only US oil major 
left in Venezuela, operating there despite sanctions, and their production has tempered inflation 
and boosted output above 1 million barrels a day. This move threatens Venezuela's already-
slow economic recovery. The 10-year bond from state-owned oil firm Petróleos de Venezuela 
SA lost 17% following the news, while Mexico's dollar bonds maturing in 2027 lost 10%.  

Mexico's growth slowed from 3.3% in 2023 to 1.5% in 2024. Growth this year is expected to be 
below 1%. Bond prices moved little in response. The shift in Mexico's outlook comes as a result 
of tariff uncertainty, which has halted nearshoring to Mexico and thwarted manufacturing and 
foreign investment. Previously announced tariffs of 25% will come into effect on 4 March unless 
a new agreement is reached between Mexico and the US.  

Also in the past week, Saudi Arabia, Paraguay and Kenya came to the market. In the week 
ahead, China will hold its long-awaited National People's Congress, which investors which 
watch closely for policy signals that could shape the market.  

And lastly, Turkey's central bank is expected to cut rates by 250bps on 6 March as inflation 
continues to fall. 

 

Responsible investments 
It was a slightly less active month for the labelled debt market in February, bringing year-to-date 
issuance to just over $190 billion, according to data from Bloomberg. This is lower than the 
levels we saw this time last year. However, it is important to remember key elections were yet to 
take place at this point last year, which encouraged a large number of supranationals and 
government agencies to front load their annual issuance to ensure they had the capital to spend 
in case markets became too volatile post-elections. Market players are hopeful for another $1+ 
trillion year for green, social and sustainable debt, especially as the next five years will include 
net zero milestone goals for some issuers.    
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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). Source for all data and information is Bloomberg as at 3.3.2025, unless otherwise stated. 
 
For marketing purposes. 
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 Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 027 414. TIS is exempt 
from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cth) and relies on 
Class Order 03/1102 in respect of the financial services it provides to wholesale clients in Australia. This document should 
only be distributed in Australia to “wholesale clients” as defined in Section 761G of the Corporations Act. TIS is regulated 
in Singapore (Registration number: 201101559W) by the Monetary Authority of Singapore under the Securities and 
Futures Act (Chapter 289), which differ from Australian laws. 
In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-07, Winsland House 
1, Singapore 239519, which is regulated in Singapore by the Monetary Authority of Singapore under the Securities and 
Futures Act (Chapter 289). Registration number: 201101559W. This advertisement has not been reviewed by the 
Monetary Authority of Singapore. 
In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港有限公司. Unit 3004, 
Two Exchange Square, 8 Connaught Place, Hong Kong, which is licensed by the Securities and Futures Commission 
(“SFC”) to conduct Type 1 regulated activities (CE:AQA779). Registered in Hong Kong under the Companies Ordinance 
(Chapter 622), No. 1173058. 
In Japan: Issued by Columbia Threadneedle Investments Japan Co., Ltd. Financial Instruments Business Operator, The 
Director-General of Kanto Local Finance Bureau (FIBO) No.3281, and a member of Japan Investment Advisers 
Association and Type II Financial Instruments Firms Association. 
In the UK: Issued by Threadneedle Asset Management Limited, No. 573204 and/or Columbia Threadneedle Management 
Limited, No. 517895, both registered in England and Wales and authorised and regulated in the UK by the Financial 
Conduct Authority. 
In the EEA: Issued by Threadneedle Management Luxembourg S.A., registered with the Registre de Commerce et des 
Sociétés (Luxembourg), No. B 110242 and/or Columbia Threadneedle Netherlands B.V., regulated by the Dutch Authority 
for the Financial Markets (AFM), registered No. 08068841. 
In Switzerland: Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, 
Switzerland. 
In the Middle East: This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated 
by the Dubai Financial Services Authority (DFSA).  The information in this document is not intended as financial advice 
and is only intended for persons with appropriate investment knowledge who meet the regulatory criteria to be classified 
as a Professional Client or Market Counterparty and no other person should act upon it. This document and its contents 
and any other information or opinions subsequently supplied or given to you are strictly confidential and for the sole use 
of those attending the presentation.  It may not be reproduced in any form or passed on to any third party without the 
express written permission of CTIME. By accepting delivery of this presentation, you agree that it is not to be copied or 
reproduced in whole or in part and that you will not disclose its contents to any other person. 
This document may be made available to you by an affiliated company which is part of the Columbia Threadneedle 
Investments group of companies: Columbia Threadneedle Management Limited in the UK; Columbia Threadneedle 
Netherlands B.V., regulated by the Dutch Authority for the Financial Markets (AFM), registered No. 08068841. 
 
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of 
companies. 
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