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 Higher for longer 
Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.49% -5 bps 1.0% 1.0% 
German Bund 10 year 2.38% -9 bps 0.1% 0.1% 
UK Gilt 10 year 4.47% -7 bps 1.4% 1.4% 
Japan 10 year 1.32% 7 bps -1.0% -1.0% 

Global Investment Grade 86 bps 1 bps 0.9% 0.9% 
Euro Investment Grade 91 bps 1 bps 0.8% 0.8% 
US Investment Grade 84 bps 2 bps 1.0% 1.0% 
UK Investment Grade 76 bps 0 bps 1.5% 1.5% 
Asia Investment Grade 112 bps -4 bps 1.0% 1.0% 

Euro High Yield 312 bps -7 bps 1.1% 1.1% 
US High Yield 267 bps -1 bps 1.4% 1.4% 
Asia High Yield 543 bps -6 bps 0.1% 0.1% 

EM Sovereign 287 bps -1 bps 1.7% 1.7% 
EM Local 6.3% -4 bps 2.6% 2.6% 
EM Corporate 244 bps -2 bps 1.1% 1.1% 

Bloomberg Barclays US Munis 3.6% -7 bps 0.9% 0.9% 
Taxable Munis 5.1% -6 bps 1.4% 1.4% 

Bloomberg Barclays US MBS 35 bps 1 bps 1.0% 1.0% 

Bloomberg Commodity Index 255.30 2.0% 6.0% 6.0% 

EUR 1.0320 -0.3% -0.3% -0.3% 
JPY 152.12 2.5% 3.8% 3.8% 
GBP 1.2402 0.1% -0.9% -0.9% 

Source: Bloomberg, ICE Indices, as of 7 February 2025. *QTD denotes returns from 31 December 2024  
 
Chart of the week: US and European investment grade spreads 

 
Source: Bloomberg, as of 7 February 2025 
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Macro/government bonds 
The US yield curve marginally flattened over the past week, as short rates edged up in light of 
market expectations of a “higher for longer” US interest rate environment. This reflects the 
relative resilience of the US economy as well as the unknown impact of tariff policy, which is 
making it harder for the Federal Reserve to pursue anything other than a gradualist approach. 
President Trump kept to his game plan and said he would introduce 10% tariffs on China, and 
25% tariffs on Mexico and Canada. However, he later agreed to postpone the tariffs on Mexico 
and Canada, as both countries agreed to greater enforcement measures on their respective 
borders against drugs and illegal migration. He also launched a 25% tariff on steel and 
aluminium, whose impact will be felt greatest in Mexico and Canada. Meanwhile, the US postal 
service suspended a de minimis exemption that previously allowed small parcels with a value of 
less than $800 to enter the US duty free – a policy aimed primarily at China. 

On economic data, ISM services data surprised to the downside, although activity remains in 
expansionary territory. Nonfarm payroll data for January came in at 143,000 net new jobs, 
which was lower than expected, although its impact on the US Treasury market was largely 
offset by an upwards revision to the previous month’s data. The Fed’s more cautious approach 
meant that the market effectively pushed out the timing of the next interest rate cut until 
July/September. Price action in the US Treasury market set the tone for bond markets globally. 

In the UK, the Bank of England cut interest rates by 0.25% to 4.5% – an action that had been 
widely anticipated by the market. The message delivered by senior policy makers was a 
cautious one, underpinned by three key judgements. First, the BoE expected progress on 
disinflation to continue, although policymakers anticipated a temporary rise in inflation due to an 
increase in regulated energy prices later this year. Second, the growth of supply capacity of the 
economy has weakened, constraining the level of slack in the UK economy. And third, emerging 
slack in the economy will act against second round effects in domestic prices and wages. The 
BoE also halved its growth forecast for 2025 to 0.75%, although it expected growth would 
subsequently recover to 1.5% in 2026 and 2027 as real incomes rise. The division between 
voting members was 7-2, with two members voting for a 0.5% rate cut. Bank governor, Andrew 
Bailey, cautioned markets against reading too much into this, stating that voting is not used as a 
‘communication tool’. He also reminded his audience that despite the interest rate cut, monetary 
policy remains in clearly restrictive territory. In line with the Bank’s cautious messaging, financial 
markets pushed out the timing of the next quarter-point rate cut to June, with another to follow 
by September. 
 

Investment grade credit 
Global investment grade spreads were little changed last week as expensive market valuations 
(spreads) failed to dampen strong investor demand, which itself is probably led by the high 
yields available in most markets. 
However, so far in 2025 there has been a notable dispersion between market performance. 
Year-to-date, US dollar IG spreads are around 2% wider while the euro market has spreads that 
are 10% tighter (see Chart of the week). All the while, shorter-dated corporate bonds have 
outperformed as credit curves have steepened. 

At an industry sector level, the standout performer has been the banking sector where spreads 
are nearly 7% tighter this year globally, while utilities, tech and media have seen spreads widen 
so far in 2025 (all data according to ICE index). 
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High yield credit & leveraged loans 
US high yield bond valuations were stable over the week, despite oscillating trade war 
headlines and a busy new issue calendar. The ICE BofA US HY CP Constrained Index returned 
0.01%, while spreads were unchanged and ended the week at +284bps. According to Lipper, 
US high yield bond retail funds saw modest inflows, with $834 million contributed. This was a 
third consecutive weekly inflow.  

Leveraged loans remained stable amid light new net issuance and ongoing inflows. The 
average price of the S&P UBS Leveraged Loan Index declined $0.01 to $96.5 over the week. 
Retail floating rate funds saw a record $2.3 billion inflow, largely driven by ETFs. 

European HY had a strong week. In spite of a weak start last Monday, a much firmer tone took 
hold for the rest of week on the back of a lack of supply and strong technical, resulting in a 
return of 0.4% for the period. Spreads tightened 7bps to 312bps, while yields fell 10bps to 6.1% 
with strong market demand and given the light primary market. Inflows continued, largely into 
managed accounts but also ETFs. Corporate new issuance was light with only two offerings 
(DoValue, Loxam). Both came inside of initial price talk and were well oversubscribed. 

In sector news, the auto sector continues to show signs of slowdown with the outlook being 
marked down (for example, Volvo) or a negative outlook from credit rating agencies (Schaeffler 
and IHOVER). In other news, the Nissan-Honda merger talks are breaking down. 

It was a busy week in terms of ratings. There was positive news for Greek banks as they were 
upgraded to IG (Eurobank and the National Bank of Greece) or to BB+ (Piraeus). The Bank of 
Cyprus was also upgraded to IG. In downgrades, S&P had bad news for Altice International, 
with the rating agency following Moody’s earlier action and downgrading the telecoms firm to 
CCC+ given ‘increased risk of a distressed exchange’.  

Default figures rose to 3.71% for the trailing 12 months, from 3.6% at the end of December. At 
the same time recovery rates have risen sharply to 55% from the 40% historical average. 
 

Asian credit 
The JACI delivered another positive week of 50bps (IG was +49bps and HY +52bps), thanks to 
favourable movement in core rates (+33bps) and spread returns (+17bps). 

The US imposed an additional tariff of 10% on Chinese exports, effective from 4 February. 
China’s retaliation includes, among other things, a 10% tariff on imports of crude oil and a 15% 
tariff on imports of coal and liquefied natural gas from the US. The tariffs took effect on 10 
February. China will also restrict the exports of certain critical minerals to the US.  
President Trump also said his administration would introduce 25% tariffs on all steel and 
aluminium imports into the US. The impact of these tariffs will be limited for China, given the low 
percentage of Chinese exports of both steel and aluminium. According to the GACC (General 
Administration of Customs of the People’s Republic of China), the US only accounted for 0.6%-
2.8% of China steel exports between January 2016 and September 2024 (versus 1.2%-8.2% 
from 2012-2015). The volume of China steel and aluminium exports into the US has declined 
over the years, following the 2018 implementation of a 25% tariff on steel imports and 10% on 
aluminium under Trump 1.0. Additionally, in May 2024 the Biden administration added more 
tariffs under Section 301 on Chinese steel and aluminium exports. 
On another hand, to the extent that the additional US tariffs on steel and aluminium could result 
in the rerouting of excess global steel, there might be some negative impact on Indian steel 
producers. For context, through the past seven quarters India has been a net steel importer 
(FYE March 2024, 1.13mt; in the nine months to December 2024: 3.6mt) due to excess steel 
production in China, with some supply making its way into India. This was negative for domestic 
steel prices in India.  
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The Panama government is reportedly weighing the possibility of revoking the contract with 
Hutchison Ports, which is around 80% owned by CK Hutchison, in operating the Cristobal and 
Balboa ports near the Panama Canal. Hutchison Ports holds around a 90% stake in Panama 
Ports Company (PPC), which runs the ports, while the Panama government owns the remaining 
10% stake. PPC commenced its operations in Panama in 1997 with a 25-year concession 
granted by the Panamanian government. This was renewed for an additional 25 years in 2021. 
For the Macau gaming operators, the volume of visitors to Macau during the eight-day Lunar 
New Year (Spring Golden Week, 29 January-5 February) was softer than consensus. This was 
a 3.6% year-on-year decline to around 1.3 million versus the corresponding week in 2024. 
However, compared with the same period pre-Covid in 2019, visitor volume was actually up by 
around 9%. 
 

Emerging markets 
Emerging markets remain resilient despite tariff-induced volatility and uncertainty around US 
trade policy. EM sovereigns returned 0.52% on the week in US dollar terms with spreads 
tightening by 2bps. EM local returned 0.56%, of which 0.22% came from foreign exchange.  
Last Friday, the Reserve Bank of India cut repo rates by 25bps to 6.25%, marking its first rate 
cut since 2020. This was expected by the markets as the Bank aims to spur growth in the Indian 
economy. The Indian rupee (INR) fell to a record low on 10 February after President Trump 
unveiled plans to impose tariffs on steel and aluminium imports. The USD/INR weakened to 
87.95. Prime minister Modi and Trump are scheduled to meet this week, with trade discussions 
reportedly Modi’s top priority.  

Venezuela's president, Nicolás Maduro, met with US 'Special Missions Envoy' Richard Grenell 
last week in Caracas. A deal was agreed on the acceptance of undocumented immigrants, as 
well as the release of six US citizens. Venezuela bonds gained more than half a cent last week. 
Notes maturing in 2027 were trading at 20 cents on the dollar, a rise of 0.8 cents.   

After last week's tariff furore, Mexico president Claudia Scheinbaum's diplomatic efforts delayed 
US tariffs of 25% on the country until March. Meanwhile, China's authorities imposed retaliatory 
tariffs of 10%-15% on select US imports, as well as adding US firms to the ‘Unreliable Entity’ list 
and filing a complaint with the World Trade Organisation.  

In the week ahead, CPI data will roll out from Hungary, India and Poland. Key central bank 
meetings involve the Philippines, Peru, Uruguay and Romania. Presidential elections will be 
held in Ecuador on Sunday, with polls expecting the re-election of market-friendly Daniel Noboa. 
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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 10.2.2025, 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. 
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