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Weakness abounds 
Markets at a glance 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.29% -1 bps 2.3% 2.3% 
German Bund 10 year 2.83% -1 bps -2.9% -2.9% 
UK Gilt 10 year 4.67% 4 bps 0.4% 0.4% 
Japan 10 year 1.51% -1 bps -2.8% -2.8% 

Global Investment Grade 93 bps 5 bps 1.0% 1.0% 
Euro Investment Grade 90 bps 7 bps -0.5% -0.5% 
US Investment Grade 94 bps 5 bps 1.7% 1.7% 
UK Investment Grade 86 bps 5 bps 0.7% 0.7% 
Asia Investment Grade 120 bps 2 bps 2.1% 2.1% 

Euro High Yield 334 bps 26 bps 0.7% 0.7% 
US High Yield 325 bps 28 bps 1.1% 1.1% 
Asia High Yield 523 bps 3 bps 3.1% 3.1% 

EM Sovereign 301 bps 4 bps 2.4% 2.4% 
EM Local 6.3% -1 bps 5.0% 5.0% 
EM Corporate 254 bps 3 bps 2.2% 2.2% 

Bloomberg Barclays US 
Munis 3.8% 14 bps 0.1% 0.1% 

Taxable Munis 5.0% 1 bps 2.4% 2.4% 

Bloomberg Barclays US 
MBS 35 bps 2 bps 2.3% 2.3% 

Bloomberg Commodity 
Index 258.04 0.2% 7.1% 7.1% 

EUR 1.0902 0.4% 5.1% 5.1% 
JPY 148.49 -0.4% 5.8% 5.8% 
GBP 1.2970 0.1% 3.3% 3.3% 

Source: Bloomberg, ICE Indices, as of 14 March 2025. *QTD denotes returns from 31 December 2024  
 
Chart of the week: Ratio of US dollar to euro IG spreads (last five years) 

 

Source: ICE BofAML and Bloomberg, as of 17 March 2025 
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Macro/government bonds 
There were further big moves in European sovereign bond markets last week, as Germany’s 
CDU leader, Friedrich Merz, reached an agreement with the Green party on proposals to 
amend the constitutional debt brake to allow more borrowing. The Bundestag (lower house) and 
the Bundesrat (upper house) are expected to hold votes on the package this week, ahead of the 
new Bundestag session on 25 March. We believe this could lead to a fiscal stimulus of 3%-4% 
of GDP by 2027. It is a huge package. 

As a result, yields continued to push higher in Europe, with those on 10-year bunds up 3.9bps 
last week (and up 2.1bps on Friday alone ) to 2.87%, while the French 10-year OAT yield was 
up 1.3bps (+1bps on Friday) to 3.57%. It was a more stable story for US Treasuries, with the 
10-year yield up 1.1bps last week to 4.31%, despite having traded as low as 4.15% last 
Tuesday. Friday's rise in yields came amid a significant jump in inflation expectations in the 
University of Michigan’s preliminary index for March. It showed 1-year expectations rising to 
+4.9% versus an expected 4.3%, which is their highest since November 2022. The market 
reduced expectations for Federal Reserve rate cuts this year, with just 65bps now priced in for 
the end of 2025. 

This week will be busy for central bank watchers with decisions due from the Fed, the Bank of 
Japan (both Wednesday) and the Bank of England (Thursday). All three are expected to keep 
rates unchanged.  

Economic data highlights will include labour market stats in the UK (Tuesday) and inflation in 
Canada (Tuesday) and Japan (Friday).  

Finally, US president Donald Trump said he would speak to Russian president Vladimir Putin on 
Tuesday. The world awaits the announcement of some kind of ceasefire. 

 
Investment grade credit 
It was a very weak period for investment grade credit last week. Indeed, it was a difficult five 
days for most risk assets. The dispersion we have talked about in previous reports continued 
with euro spreads 11% tighter this year and US dollar spreads 15% wider. although the euro 
market felt some weakness last week. This kind of deviation between the two is quite unusual. 
You can see the underperformance of US dollar credit as a ratio to its euro cousin in the Chart 
of the week. 

By industry sector globally, everything except Insurance (which is flat) has widened this year, 
with Technology the clear underperformer. Spreads in all markets remain the ‘wrong’ side of 
both short- and longer-term averages though – especially in the US market where valuations 
are less extreme than was the case. Yields, meanwhile, remain high and are attracting income 
buyers. 

 
High yield credit & leveraged loans 
US high yield bond spreads widened for the fourth consecutive week to six-month highs as 
volatility remained elevated amid escalating trade war and policy uncertainty. The ICE BofA US 
HY CP Constrained Index returned -0.66% and spreads widened 27bps to +341bps. The index 
yield-to-worst increased 25bps to 7.52%. According to Lipper, US high yield bond retail funds 
saw a $568 billion outflow over the week. This marks the first outflow in two months.   

US leveraged loan prices declined again, falling $0.40 to $96.1, which is a seven-month low. 
This comes amid ongoing ETF outflows, rising US growth risks and potential associated Fed 
easing. Retail floating rate funds saw their first outflow in 11 weeks and the second largest 
outflow in two years with a $1.1 billion withdrawal.  ETFs accounted for more than 100% of the 
outflow with $1.5 billion withdrawn.  
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European High Yield gave in to the wider macro volatility with higher spreads and yields, 
returning -0.56% over the week. Credit spreads rose 26bps to 334bps while the yield increased 
16bps to 6.37%. It was clearly a decompression week with BBs outperforming, and the negative 
performance of CCCs twice that of BBs. Asset class flows pivoted as €406 million exited via 
both ETFs and managed accounts, with ETF pricing moving to a discount. New issuance picked 
up sharply last week with almost €2.4 billion in corporate debt and another almost €2 billion in 
subordinated bank debt issued.  

In credit rating news, Tui Group (TUIGR) was upgraded by S&P to BB- from B+. The rating 
agency cited better-than-expected 2024 performance with further earnings growth expected in 
2025. They expect continued positive free operating cashflow generation, boosting liquidity and 
reducing retained cashflow reliance. In the auto sector, Vale (FRFP) was downgraded to BB 
stable by S&P due to near-term uncertainty and as electric vehicle adoption weighs on both the 
company and the wider industry. 

In restructuring news, Intrum (INTRUM) announced they had reached a settlement with its 2025 
noteholder group who have been launching appeals both in the Chapter 11 and Swedish 
reorganisation process. This means that about 92% of creditors will be part of the lock-up 
agreement. The restructuring of Altice France is also coming to a close as the company 
announced it has sufficient creditor consents to implement transaction and the extension of 
expiration time. 

In M&A news, ZF is mulling the sale of its ZF Lifetec (airbags and seat belt) business as it looks 
to raise funds to help slash costs. 
 
 
Structured credit 
The US Agency mortgage-backed security (MBS) sector was down 11bps through the week, 
outperforming credit sectors as interest rates ended the week mostly flat. The 15-year MBS 
outperformed the 30-year MBS and spreads were mostly unchanged. There was more noise on 
the credit side, broadly speaking, as macro uncertainty continued to spook investors. The 
overall tone was softer through the entire week with spreads leaking every day. While there 
wasn’t an inordinate amount of customer selling, the bid side was weaker and spreads further 
down the quality spectrum felt it the most: AAA residential mortgage-backed securities (RMBS) 
were 15bps wider, BBB RMBS were 25bps wider, while RMBS paper below IG level was closer 
to 50bps wider. Commercial mortgage-backed securities weren’t immune to the change in 
sentiment. Primary issuance is getting done at wider levels – easily 20-25bps wider on 10-year 
papers. The consensus view is for potentially 5bps-10bps of additional widening almost entirely 
due to a continued push for primary deals to get done before quarter end.   

It was a relatively busy week in the primary asset-backed securities (ABS) market with 12 deals 
pricing for more than $6 billion. Many deals priced at or near initial price talk levels, however, 
saw weaker subscription levels. We are currently seeing deals anywhere between 10bps-25bps 
wider versus just a few weeks ago. The amount of supply should support this trend into this 
week. The ABS secondary market had a busy week with multiple days of more than twice the 
average trading volumes. Investors are looking to raise cash as close to par as possible, which 
has led to heavy front-end selling. 
  
  
Asian credit 
The JACI posted negative returns of 17bps over the week, largely due to wider treasuries, 
which had a -14bps return. By ratings bucket, JACI IG registered negative returns of 20bps, 
compared with HY which had negative returns of 2bps.    

On 16 March, the State Council of China communicated its plan to boost consumption in China.  
There will be more measures to stabilise stock markets and the property sector, as well as to 
provide more supportive childcare subsidies and elderly care.   
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In ratings news, Fitch has placed the A- credit rating of CK Hutchison Holdings (CKHH) on 
‘Watch Positive’ due to the potential for credit profile improvement if the company completes the 
sale of its international ports business. This would generate cash proceeds of more than US$19 
billion. However, Chinese authorities have intensified their criticism of CKHH over this plan, 
which includes the sale of CKHH’s two ports in Panama. The business is treading a difficult line 
with both the rebuke by pro-Beijing media and US pressure on its presence in the Panamanian 
ports.  

In India, Fitch has taken positive rating actions on several Adani businesses (Adani Energy 
Solutions, Adani Electricity Mumbai and Adani Ports & SEZ) by removing the ‘Watch Negative’ 
outlook. While Fitch left the ratings outlook at Negative, this eases the risk that these companies 
could be downgraded to HY. Fitch stated that the Adani companies continue to benefit from 
adequate access to funding since the US Department of justice indictment of Gautam Adani and 
Sagar Adani. That being said, the noise around these indictments and the US Securities and 
Exchange Commission civil proceedings has not entirely receded. The Indian Ministry of Law & 
Justice has instructed a district court in Ahmedabad to deliver a SEC summons to Gautam 
Adani with regards to the alleged securities fraud and the bribery scheme. 

 
Emerging markets 
Despite weaker data on the US economy last week, emerging market debt remained relatively 
resilient, losing only 0.18% on the week in US dollar terms. Sovereign spreads were wider by 
3bps.  

US and Ukrainian officials met in Saudi Arabia last week to propose an 'immediate, interim 30-
day ceasefire'. Trump and Putin are meeting soon to discuss whether Russia will agree to the 
terms, with Trump asserting that there is a 'very good chance' for a ceasefire. Ukraine's 10-year 
bonds jumped almost 2% in price terms over the week on these hopes. 

Egypt dollar bonds maturing in 2033 gained 0.40% last week after an International Monetary 
Fund (IMF) disbursement of US$1.2 billion. The IMF commended Egyptian authorities on their 
policies to preserve macroeconomic stability, despite political headwinds regarding attacks in 
the Red Sea and their negative impact on Suez Canal revenues. The Egyptian Canal is a vital 
transport route between Europe and Asia. Traffic volumes have recently been affected by 
conflict between the Houthis and Israel in the Red Sea.  

South Africa's finance minister, Enoch Godongwana, presented the 2025 budget last week, 
after a delay due to disagreements over VAT rates. The budget outlined a fiscal deficit of 4.4% 
of GDP for the year ahead, down from 4.7% in the fiscal year 2024/25, and estimates 2025 real 
GDP growth of 1.9%. Inflation expectations for 2025 fell from 4.4% to 4.3%. Bonds maturing in 
2036 gained slightly by 0.22%.   

Markets will be waiting for the US Federal Open Market Committee rate decision and forecasts 
on Wednesday. In China, investors will look at February's economic data to evaluate retail 
sales, as well as the People’s Bank of China's rate decision.  
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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 17.3.2025, 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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