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Easing trade tensions, rising risk markets 
Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.44% 13 bps -0.6% 2.4% 
German Bund 10 year 2.62% 9 bps 1.3% -0.5% 
UK Gilt 10 year 4.62% 11 bps 1.0% 1.5% 
Japan 10 year 1.46% 19 bps -0.1% -2.5% 

Global Investment Grade 102 bps -4 bps -0.2% 1.4% 
Euro Investment Grade 104 bps -4 bps 0.8% 1.0% 
US Investment Grade 102 bps -4 bps -0.8% 1.6% 
UK Investment Grade 95 bps 0 bps 1.0% 1.8% 
Asia Investment Grade 145 bps -1 bps -0.3% 2.0% 

Euro High Yield 367 bps -16 bps 0.7% 1.5% 
US High Yield 353 bps -7 bps 0.6% 1.5% 
Asia High Yield 494 bps -9 bps -0.7% 2.2% 

EM Sovereign 314 bps -10 bps 0.0% 2.3% 
EM Local 6.1% 1 bps 3.5% 7.9% 
EM Corporate 279 bps -6 bps -0.5% 1.9% 

Bloomberg Barclays US Munis 4.0% -2 bps -0.5% -0.8% 
Taxable Munis 5.2% 3 bps -1.6% 1.2% 

Bloomberg Barclays US MBS 38 bps -4 bps -0.6% 2.5% 

Bloomberg Commodity Index 252.20 1.4% -3.0% 5.6% 

EUR 1.1127 -0.4% 4.0% 8.7% 
JPY 147.73 -0.3% 3.2% 8.1% 
GBP 1.3182 0.3% 3.0% 6.3% 

Source: Bloomberg, ICE Indices, as of 9 May 2025. *QTD denotes returns from 31 March 2025  
 
Chart of the week: Risk market rally – credit spreads year-to-date 

 

Source: ICE BofAML and Bloomberg, as of 12 May 2025 
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Macro/government bonds 
Tariff policy was the major theme last week. US Federal Reserve chair, Jay Powell, stated that 
the Fed would like to see greater clarity on trade policy as it held rates steady. Powell noted that 
US economic resilience was allowing the Fed to be patient on rates. Markets reacted to his 
cautious messaging by scaling back their expectations of future cuts this year from three to two 
25bps moves. 

Meanwhile, the Bank of England cut interest rates by 0.25% to 4.25%. It noted that inflation had 
declined but was still above target. The vote to cut was split 5-4: two policymakers voted for a 
0.5% cut in rates, while two voted to maintain rates at 4.5%. The range of views reflects the 
current lack of clarity around both global and domestic developments. The market scaled back 
its expectations of monetary easing from three to two 25bps rate cuts by the end of December. 

In tariff news, on Thursday the Trump administration announced a trade deal with the UK. The 
latter secured a reduction in car tariffs from 25% to 10%, while tariffs were also reduced on UK 
steel and aluminium exports. Then, over the weekend, US Treasury Secretary, Scott Bessent, 
and Chinese Vice Premier, He Lifeng, announced a significant reduction in bilateral tariffs. The 
US will reduce tariffs from 145% to 30%, while China will reduce its levies from 125% to 10%. 
The news delivered a further boost to risk-on sentiment at the market open on Monday morning. 

 
Investment grade credit 
Investment grade spreads continued to tighten at a modest pace. The global index has seen 
spreads tighten from a year-to-date wide of 121bps on 8 April to end last week at 102bps, 
according to data from ICE indices. As with other ‘risk’ markets, IG has been supported by signs 
of a descalation of trade friction, including the aforementioned positive comments around the 
US and Chinese relationship and a trade deal between the UK and the US. The market was 
also aided by a widely expected reduction in interest rates in the UK last week. 

Year-to-date, spreads are wider with a significant dispersion between the weaker performance 
of the US dollar market versus its euro-denominated cousin. The US has seen spreads widen 
by 24% year-to-date, while the euro is barely changed with a 3% widening in spreads in the 
same period. More defensive sectors including utilities, telecoms and healthcare have held up 
the best. 

 
High yield credit & leveraged loans 
US high yield bond valuations were again stable over the week, as markets absorbed positive 
trade headlines, resilient economic data and solid earnings. Notably, spreads have fully 
reversed the widening seen since ‘liberation day’. The ICE BofA US HY CP Constrained Index 
returned 0.19% and spreads tightened 7bps to +371bps. The index yield-to-worst was 
unchanged at 7.73%. According to Lipper, US high yield bond retail funds saw a $1.6 billion 
contribution, meaning the asset class has recouped 33% of the withdrawals seen in early April.  

US leveraged loan prices rose $0.2 over the week and have retraced around 66% of the decline 
from 2025’s peak. This came as the market benefited from the ongoing Fed pause and mild 
inflows. The average price of the S&P UBS Leveraged Loan index increased to $95.8. Retail 
floating rate funds saw a second consecutive – albeit modest – contribution with a $59 million 
inflow.   

It was another strong week for European HY as tariff news showed a positive change in 
direction. With the improved atmosphere, EHY returned 0.45% as spreads tightened 16bps to 
367bps, and yields fell 15bps back to 6.3%. Inflows improved (+€142 million), but this was 
solely due to managed accounts as ETF net flows were flat. The primary market was robust 
with €4.4 billion in new corporate issuance, which was largely refinancings as well as some new 
money. Global payments firm Shift4 came with a €680 million offering as part of its funding for 
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the acquisition of Global Blue. This was seven times oversubscribed with pricing coming in at 
5.5% from an IPT of 6%.   

The US-UK agreement for a flat 10% tariff on auto was a boost for Jaguar Land Rover and 
Aston Martin, both of which had announced a halt on shipments to the US in April. This now 
matches the tariff on US autos imported into the UK. The agreement also opens the possibility 
for potential deals with continental Europe.  

In credit rating changes, gaming company Playtech was downgraded to BB- by S&P on the 
back of reduced scale and diversity for the business following the disposal of Snaitech.  

EHY defaults have moderated as the 12-month trailing number fell to 3.5% due to an absence 
of defaults in March. Looking forward, we have increased our one-year default forecast from 
3.8% to 5.1% and the two-year default forecast from 7.2% to 8%. This largely reflects the timing 
effect of ongoing restructuring transactions drawing closer to completion, but also the prevailing 
tariff uncertainty. Balance sheets in general remain well termed out and we expect modest 
downward pressure on the forward default outlook, with many of the larger recapitalisation 
transactions expect to conclude in the coming months. 

 
Asian credit 
The JACI index delivered negative returns of 22bps for the week, with higher rates (negative 
returns of 41bps) offsetting the spread compression (positive returns of 19bps). Meanwhile, 
JACI IG returned -32bps while HY posted a +44bps return.   
Success in the US-China trade talks establish a framework for further discussions. For a 90-day 
period, China has agreed to reduce the tariffs on US goods to 10%, down from 125%, while the 
US will cut tariffs on Chinese goods to 30%, down from 145%. 
Also in China, the country announced a package of monetary policy stimulus, marking its first 
response to the US tariff escalation in early April. The The People's Bank of China lowered the 
seven-day reverse repo benchmark rate by 10bps to 1.4%. The RRR (Required Reserve Ratio) 
was also reduced by 50bps, which released around CNY1 trillion ($139 billion) in liquidity into 
the banking system. The Pledged Supplementary Lending (PSL) facility, which serves as low-
cost financing for policy banks, was also cut by 25bps. Additionally, a new relending quota of 
CNY1.1 trillion was also set up to support elder care, services consumption and 
equipment/consumer goods trade-in, and to provide lending to small-medium enterprises and 
agriculture.  
In India, the supreme court ruled that JSW Steel’s resolution plan for Bhushan Power & Steel 
(BPSL) did not meet the provision of the Insolvency and Bankruptcy Code (IBC). As such, the 
court has directed the National Company Law Tribunal (NCLT) to liquidate BPSL. This is a 
negative development because JSW Steel acquired BPSL in March 2021 and had made 
additional investment in it to increase its capacity from 2.75mt to 4.5mt by the end of 2024. Both 
creditors (banks and other lenders) and JSW Steel itself are likely to seek a review of the 
supreme court order. 

Also in India, according to Reuters, Adani Group representatives have reportedly met with US 
officials with regards to the US Department of Justice’s indictment of Gautam Adani, Sagar 
Adani and Vneet Jain on bribery charges. The representations are seeking the dismissal of the 
indictment.  
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Emerging markets 
Emerging markets (EM) benefitted from encouraging US trade policy signals and market 
optimism last week. Sovereign credits returned 0.32% in US dollar terms and spreads tightened 
by -11bps on the week. High yield credits drove returns (+0.79% in US dollar terms), 
outperforming investment grade sovereigns (-0.17%). High yield credit spreads tightened by  
-22bps on the week. Venezuela, Ecuador, Ghana and Senegal outperformed. Local currency 
returns were negative (-0.16% in Us dollar terms), ending a run of positive performance.  

Romanian bonds were the largest underperformer last week, following the rerun of the first-
round presidential election and ensuing political uncertainty. The far-right candidate, George 
Simion, secured 41% of the vote, while Bucharest mayor, Nicușor Dan, secured 21%. They will 
proceed to the run-off vote on 18 May. Both Romanian bonds and the local currency sold off, 
with 10-year spreads widening 16bps and prices decreasing by 4% on the week. 

In Saudi Arabia, crown prince Mohammed bin Salman is preparing to welcome Donald Trump 
this week. Oil prices have slumped by more than 20% in March, reaching $60.3 per barrel. 
Saudi Aramco's net income fell by almost 5% over the quarter and free cash flows failed to 
cover dividends. Saudi complex bonds remained stable due to the general strength of the credit. 

S&P raised Ghana's credit rating after the new administration revealed plans to cut spending 
following a debt restructuring in late 2024. Ghana's long-term foreign debt rating has moved 
from 'SD' to 'CCC'. The International Monetary Fund (IMF) also affirmed that they see Ghana's 
fiscal adjustment path as credible, with debt-to-GDP estimated at 55% versus a previous IMF 
estimate of 67%. Spreads compressed by -90bps on the week.  

Tensions between India and Pakistan eased over the weekend as the Trump-brokered 
ceasefire between nations held. Pakistani bonds maturing in 2036 tightened by -88bps on the 
week.  

There was no sovereign issuance last week. Key central bank meetings this week will be in 
Mexico, where the policy rate is expected to be cut by 50bps. 

 
Responsible investment 
The European Commission (EC) has given market players until the end of May to feedback on 
the Sustainable Finance Disclosures Regulation (SFDR). This anti-greenwashing regulation has 
evolved since it came into force in March 2021, and could be set for further change with the 
EC’s wider sustainable rulebook also under review. The aim of the renovated regulation is to 
simplify the framework and enhance its usability while still preventing greenwashing.  

Labelled bond issuance for April was the lowest April the market has seen since 2020, with just 
over $55 billion in new bonds, according to Bloomberg. First quarter issuance was still strong, 
and a quieter month does often follow. Although anti-ESG agendas are growing in popularity 
across the US, European-based issuance continues to dominate and shows no signs of a slow 
down when it comes to sustainable debt.  
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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 12.5.2025, 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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