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Rising conflict, rising oil prices 
Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* Index YTD return 

US Treasury 10 year 4.43% -8 bps -0.4% 2.5% 
German Bund 10 year 2.56% -1 bps 1.6% -0.3% 
UK Gilt 10 year 4.56% -8 bps 1.6% 2.1% 
Japan 10 year 1.44% -2 bps -0.2% -2.6% 

Global Investment Grade 90 bps 0 bps 0.8% 2.5% 
Euro Investment Grade 93 bps -1 bps 1.5% 1.7% 
US Investment Grade 88 bps 1 bps 0.4% 2.8% 
UK Investment Grade 81 bps -4 bps 2.1% 2.9% 
Asia Investment Grade 135 bps 4 bps 0.7% 3.0% 

Euro High Yield 329 bps 6 bps 2.0% 2.8% 
US High Yield 318 bps 9 bps 2.2% 3.2% 
Asia High Yield 502 bps -2 bps -0.2% 2.7% 

EM Sovereign 294 bps 3 bps 1.7% 4.1% 
EM Local 6.1% 2 bps 5.9% 10.5% 
EM Corporate 264 bps 5 bps 0.7% 3.1% 

Bloomberg Barclays US Munis 4.0% -3 bps -0.6% -0.8% 
Taxable Munis 5.2% -10 bps -1.2% 1.6% 

Bloomberg Barclays US MBS 39 bps -3 bps -0.3% 2.8% 

Bloomberg Commodity Index 260.19 2.0% -0.2% 8.7% 

EUR 1.1578 1.3% 6.8% 11.5% 
JPY 144.22 0.5% 4.1% 9.1% 
GBP 1.3583 0.3% 5.1% 8.4% 

Source: Bloomberg, ICE Indices, as of 13 June 2025. *QTD denotes returns from 31 March 2025.  
 
 
 
Chart of the week: Brent Crude oil price – year-to-date 2025 

 

Source: Bloomberg, as of 16 June 2025 
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Macro/government bonds 
Simon Roberts 
 
 

US bond yields fell around 9bps across the curve last week in response to softer than expected 
CPI data. Core CPI for May came in at 0.1%, translating into 2.8% year-on-year. The market 
had been expecting a marginally higher number. To date, it appears that the impact of tariffs 
has largely been limited to the prices of imported goods, while decelerating energy and shelter 
costs have helped dampen any rise in general price levels.  

Trade policy uncertainty appeared to recede, which was positive for the bond market. China and 
the US arrived at an outline deal in London, which balanced exposure to rare earths from China 
with access to advanced semiconductor chips from the US, as well as an easing in Chinese 
student visa requirements. The implementation of 50% tariffs on EU goods was also delayed by 
another month. The market’s working assumption is that acceptable deals will emerge with 
limited impact on trade friction. 

There had been concern that auctions last week of 10-year and 30-year US Treasuries could 
attract insufficient demand, amid market concern over US fiscal discipline. However, both 
auctions went better than expected.  

One headwind for bond market investors was the re-emergence of geopolitical risk after Israel 
bombed Iran. US Treasuries sold off on Friday afternoon, and price action in the US Treasury 
market established a weaker tone for bond markets globally.  

Coming up This week we will see interest rates decisions from the Bank of Japan, the US 
Federal Reserve, and the Bank of England. No changes are expected. A key data release will 
be US retail sales.  

Outcomes In terms of positioning, we remain constructive on US duration, have high conviction 
yield curve steepening positions, and have closed a directional short position in Japan. 

  

Investment grade credit 
David Oliphant 
 
 

Investment Grade market spreads were little changed last week. The global index is currently 
offering a spread of 90bps over government bonds, which is a basis point wider than the same 
time last week.  

The rise in conflict in the Middle East has dented some of the confidence the market has seen 
since early April. Meanwhile, new issuance has dipped, as is normal as we approach the 
summer months. 

By global sector, Banking, Basic Materials and Capital Goods are the only areas of the market 
in which spreads are tighter this year. All other sectors have recorded wider spreads, with 
Autos, Insurance, Financial Services and Technology the most notably weak. 
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US high yield credit 
and leveraged loans 
Chris Jorel 
 

US high yield bond valuations were largely range bound over the week as retail fund inflows 
continued amid light capital market activity and escalating geopolitical tensions. The ICE BofA 
US HY CP Constrained Index returned 0.15% and spreads widened 9bps to +336bps. The 
index yield-to-worst was unchanged at around 7.39%. According to Lipper, US high yield bond 
retail funds saw a $1.1 billion inflow over the week.  The asset class has seen $10.7 billion of 
retail fund inflows over the past seven weeks, recouping around 85% of the withdrawals seen in 
early-April.   

US leveraged loan prices were largely unchanged over the week as mild inflows continued. 
New issue activity began to increase. The S&P UBS Leveraged Loan index average price 
remained at $96.2. Retail floating rate funds saw a $354 million inflow, bringing the trailing six-
week inflow to $2.4 billion. 

 

European high yield credit 
Angelina Chueh 
 
 

European high yield had a flattish week returning 0.03% as spreads widened 6bps to 329bps. 
Yields were unchanged at 6.10%. Decompression was mainly in the CCC space – the only 
credit rating bucket posting negative returns. Inflows into the asset class continued for the 
seventh week in a row, with €385 million across ETFs and managed accounts. This brings the 
year-to-date net inflows to €2.1 billion. The primary market saw a big new issuance in Finland: 
healthcare services firm Mehiläinen for €1.09 billion across fixed and floating, single-B-rated. 
Otherwise the market was relatively subdued with total issuance around €1.5 billion. New 
issuance flow is expected to pick up over the next couple of weeks. 

In rating news, a big ‘fallen angel’ in the US was Warner Bros. The entertainment giant has 
been on a knife edge for a while and was finally pushed into the high yield space with the 
announcement of plans to break the business into two parts. In the chemicals space, Ineos was 
downgraded to BB- by Fitch. More positively, ‘rising star’ Jaguar Land Rover was upgraded to 
Ba1 by Moody’s, bringing it a step closer to making the leap to investment grade. It is already 
rated BBB- by Fitch. 

In M&A news, Spanish gambling group Cirsa is being considered for an IPO, while in the UK 
telecoms firm TalkTalk has an interested party in BT, who is considering a takeover of the 
beleaguered business. 

 

Asian credit 
Justin Ong 
 
 

The JACI index delivered 24bps of positive returns, with lower treasury yields (+34bps returns) 
helping to offset wider spread levels (-10bps returns). By ratings, JACI IG posted a +22bps 
return while HY was 37bps. 

China retail sales grew 6.4% year-on-year in May 2025, which was ahead of estimate. 
However, this was measured against a weak prior-year base. Additionally, the mid-June 618 
shopping festival was launched earlier in May. Fixed-asset investments grew at a slower rate of 
3.7% year-on-year in May, down from 4% year-on-year in April, with the growth in infrastructure 
investment (+5.6%) and manufacturing (+8.5%) compensating for the decline in real estate 
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development (-10.7%). Industrial production also eased to +5.8% year-on-year in May from 
+6.1% in April. 

New residential prices in 70 Chinese cities declined 0.22% month-on-month in May, bringing the 
year-on-year figure to -4.1%. Prices in the second-hand residential market were down 0.5% 
month-on-month in May (-6.3% year-on-year). During a State Council executive meeting led by 
Premier Li Qiang, there were more pledges to stabilise the real estate market. 
The Chinese government is reportedly considering further easing of the restrictions on the HPF 
(Housing Provident Fund) to support the property market. HPF is the mandatory housing 
savings plan that receives contributions from employers and employees. Employees can use it 
for home purchases, renovations and rental payments. HPF loan rates, which are around  
2%-3.5%, are lower than those offered by commercial bank rates by around one or two 
percentage points.  

Property firm Seazen successfully printed a US$300 million new issue with a yield of 11.88%. 
This is the first US dollar new issuance by a non-state-owned enterprise Chinese property 
company since 2023.  
S&P has lowered Thaioil’s rating by one notch to BBB- with a negative outlook. S&P expects 
Thaioil’s high leverage to persist given its ongoing operational challenges, delays and cost 
overruns, as well as moderating support from parent company PTT. The negative outlook 
reflects the risk of further downgrade if Thaioil’s deleveraging progress slows or its clean fuel 
project faces further delays or cost overruns over the next 12-18 months. S&P also downgraded 
PTT Global Chemical to BBB- with a stable outlook to reflect the challenging petrochemical 
industry and the company’s high leverage. That said, S&P expects PTTGC’s leverage to decline 
and remain below 6x by 2026. 

 

Emerging markets 
Priyanka Prasher 
 

Despite escalating geopolitical tensions, emerging market (EM) sovereigns returned 0.49% on 
the week in US dollar terms, even though spreads widened by 3bps. Local currencies returned 
0.42% on the continued softness of the US dollar. EM bond funds saw $738 million of inflows in 
the week ending 11 June – the biggest this year, according to J.P. Morgan. Latin America led 
the returns, largely driven by Ecuadorian bonds, which rallied by 3.23 price points following an 
IMF agreement.   

This saw the Ecuador government and the IMF reach a staff-level agreement on reforms and 
added $1 billion to their overall program size. This takes the total to $5 billion. The IMF 
continues to be supportive of Ecuador in the wake of President Noboa’s election victory in April. 
10-year bonds spreads compressed by -67bps.  
Elsewhere, hostilities between Israel and Iran dominated EM news towards the end of the week. 
While EM bonds had a muted reaction, global oil prices have risen (Brent is up 14%) and 
affected local currencies. The Indian rupee weakened against the US dollar by 0.53% over the 
week, overshadowing India’s positive inflation data. Bond yields remain steady.  
Colombian presidential candidate, Miguel Uribe Turbay, was shot at a rally in Bogota on 7 June 
and remains in critical condition. The assassination attempt was followed by more than 20 
explosions across Colombia, which left at least eight dead. Meanwhile, the Ministry of Finance 
revised its 2025 fiscal deficit target from 5.1% of GDP to 7.1%. In response, 10-year bond 
spreads widened by only 7bps, suggesting political risk was already embedded in valuations. 
Coming up Central banks will meet this week in Pakistan, Chile, Brazil, Indonesia, Taiwan, 
Turkey and the Philippines. China’s president, Xi Jinping, will visit Kazakhstan. 



 In Credit  16 June 2025 
 

 

   
 

Responsible investment 
Charlotte Finch 
 
 

In the US, the Trump administration plans to repeal pollution rules for power plants, making it 
easier and cheaper to build fossil fuel facilities, especially natural gas plants. The move would 
eliminate a Biden-era rule requiring utilities to curb greenhouse gas emissions, easing costs tied 
to carbon capture. It may also extend the life of coal plants previously set for retirement. Some 
utility firms argue that natural gas is needed to meet rising power demand from AI data centres. 
However, clean energy advocates warn the rollback could delay investment into renewables 
and undermine the long-term energy reliability and climate goals during a critical transition 
period. 

AI data centres are driving significant energy demand growth, with Microsoft reporting a 34% 
increase in 2023. In April 2024, total data centre energy consumption equalled 1-1.5% of global 
electricity, according to the International Energy Agency, with AI potentially accounting for 20% 
of data centre power use.   
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  Fixed Income Asset Allocation Views  
 16 June 2025 
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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 16.6.2025, 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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