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Big in Japan 
Bond yields ratcheted higher globally last week, with a key trigger being shifting 
interest rate expectations in Japan. Will there be moves to repatriate overseas 
bond holdings to take advantage of these higher domestic rates? Read on for a 
breakdown of fixed income news across sectors and regions. 
 

Chart of the week  
Gary Smith,  
Head of Client Portfolio Management team, Fixed Income, EMEA 
 
 

Japan’s 10-year government bond yield has climbed towards the key 2% rate and is now at 
levels not seen since 2007. Reasons for this include the dual threats of a spending splurge from 
new prime minister, Sanae Takaichi, and increased expectations that the Bank of Japan will 
imminently hike its policy rate.   

Is there a level of JGB yields that triggers the return of money that has been invested overseas?  
The song suggest that things are easy when you are Big in Japan, but for the new government 
we are not too sure.  

 
Japan government 10-year bond yield 

 

Source: Bloomberg as at 8 December 2025. 
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Macro/government  
Simon Roberts 
Product Specialist, Global Rates 
 

Bond yields ratcheted higher last week, a move that was amplified by the dampened liquidity of 
early December.  

A key trigger was shifting interest rate expectations in Japan. Bank of Japan governor, Kazuo 
Ueda, said the central bank would consider “the pros and cons” of raising its policy rate at its 
December meeting. The market-derived probability of a December rate hike rose from 58% to 
90%, while the yield on the Japanese two-year rose 7bps to 1.05%, while the Japanese 10-year 
rose 14bps to 1.95%. Both are levels not seen since 2007 (see Chart of the week). The move 
prompted concerns that Japanese life assurance companies might start to repatriate overseas 
bond holdings to take advantage of more attractive domestic rates.  

In the US it was a week of mixed economic data, and we saw Kevin Hassett, Director of the 
National Economic Council, emerge as favourite to replace Jay Powell as Chair of the Federal 
Reserve (Fed). Hassett is widely regarded by the market as a more malleable candidate, and 
his likely nomination will highlight the politicisation of the Fed under Donald Trump. 

In the eurozone, European Central Bank (ECB) executive board member, Isabel Schnabel, said 
she expected the next move in eurozone rates would be up, describing risks to the economy 
and inflation as “tilted a little bit to the upside”. Her more hawkish tone contrasted with that of 
other ECB policymakers who described eurozone monetary policy as appropriate. 

Markets at a glance 
 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* Index YTD return 

US Treasury 10 year 4.15% 14 bps 0.6% 6.0% 
German Bund 10 year 2.84% 15 bps -0.4% -1.3% 
UK Gilt 10 year 4.51% 7 bps 3.0% 4.8% 
Japan 10 year 1.98% 16 bps -1.7% -5.7% 

Global Investment Grade 79 bps -3 bps 0.5% 6.1% 
Euro Investment Grade 76 bps -4 bps 0.3% 3.1% 
US Investment Grade 79 bps -3 bps 0.6% 7.6% 
UK Investment Grade 65 bps -2 bps 2.2% 6.4% 
Asia Investment Grade 119 bps -7 bps 0.9% 7.4% 

Euro High Yield 290 bps -12 bps 0.3% 5.1% 

US High Yield 285 bps -10 bps 0.9% 8.0% 
Asia High Yield 460 bps -12 bps 0.4% 8.5% 

EM Sovereign 234 bps -11 bps 2.5% 12.9% 
EM Local 5.9% -1 bps 2.2% 18.0% 
EM Corporate 243 bps -7 bps 0.7% 8.1% 
Bloomberg Barclays US Munis 3.6% 2 bps 1.4% 4.0% 
Taxable Munis 4.8% 11 bps 0.8% 7.3% 
Bloomberg Barclays US MBS 24 bps -5 bps 1.2% 8.0% 

Bloomberg Commodity Index 279.41 1.5% 7.8% 17.9% 
EUR 1.1652 0.4% -0.8% 12.4% 
JPY 155.51 0.5% -4.8% 1.2% 
GBP 1.3318 0.7% -0.9% 6.5% 

Source: Bloomberg, ICE Indices, as of 5 December 2025. *QTD denotes returns from 30 September 2025. 
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Investment grade credit 
Charlotte Finch,  
Client Portfolio Manager, Investment Grade Credit 

 

Investment grade credit markets posted strong gains this week, supported by growing optimism 
around future interest rate cuts. Credit spreads have tightened to within a few basis points of 
historic lows, with European IG leading the charge at 25% tighter year-to-date. Sterling non-gilt 
spreads followed with 15% tighter spreads, while US IG lagged at 4% tighter. 

Netflix has arranged $59 billion in financing from major Wall Street banks to support its 
proposed $72 billion acquisition of Warner Bros Discovery, positioning it among the largest 
corporate loans on record. The unsecured bridge facility, provided by numerous leading 
lenders, is expected to be refinanced through a combination of permanent financing: $25 billion 
in bonds, $20 billion in delayed draw term loans, and a $5 billion revolving credit facility. In time 
these would become bonds for the market to buy. The bond issuance would likely receive 
investment grade ratings, reflecting Netflix's current A-rating from both Moody's and S&P. This 
is a significant upgrade from its high yield status prior to 2023. Warner Bros Discovery initiated 
the sale process in October following expressions of interest from multiple potential acquirers. 
President Trump threw a spanner in the works stating the deal “could be a problem” due to 
market concentration issues. Trump indicated he “would be involved in the decision” regarding 
approval of the acquisition, suggesting heightened scrutiny ahead. 

 

US high yield credit and leveraged loans 
Chris Jorel, 
Client Portfolio Manager, US High Yield 
 

US high yield bond valuations tightened over the week amid fund inflows, mixed 
macroeconomic data and an active start to December new issue activity. The ICE BofA US HY 
CP Constrained Index returned 0.20% and spreads tightened 12bps. The index yield-to-worst 
declined 20bps to 6.68%. According to Lipper, US high yield bond retail funds saw a $1.2 billion 
inflow – the largest inflow for the asset class in eight weeks. This brought year-to-date inflows to 
$17.5 billion.  

US leveraged loan prices were largely unchanged as investors braced for another 25bps cut at 
next week’s Federal Open Market Committee meeting. The S&P UBS Leveraged Loan index 
average price increased slightly to $96. Floating rate funds saw another modest outflow, with 
$182 million withdrawn – the seventh outflow over the past eight weeks – bringing year-to-date 
inflows to $3.8 billion.   

 
European high yield credit  
Angelina Chueh,  
Client Portfolio Manager, European High Yield 
 
 

European high yield started the last month of the year with a firm week, returning 11bps as the 
spread tightened back in by 13bps to 290bps, while yields fell 2bps to 5.8%. Decompression 
returned to the market as CCCs again sharply underperformed BBs and Bs (+0.1% and +0.3% 
respectively) – the only rating band to have a negative return (-1.2%).  

Flows were once again positive, with a €276 million inflow via both ETFs and managed 
accounts. Even as activity slows as the holiday season approaches, the primary market still 
showed a flurry of activity with €3.3 billion via seven tranches from four issuers. These were 
largely single Bs with the only BB rating being a Grand City perpetual. There is already 
background chatter around a number of new issues to come in January. 
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In terms of distressed names, it is interesting how different issuers’ approaches are in 
addressing their situations. Last week we mentioned how Patrick Drahi is taking Altice 
International through a liability management exercise (LME). He is playing hardball with 
creditors, utilising significant corporate moves including the designation of certain businesses as 
unrestricted subsidiaries in order to separate them from the consolidated group’s assets. The 
news caused Altice bond prices to fall. At the other end of the spectrum, Spanish auto supplier 
Antolin this week announced an asset sale of three entities in India. The €159 million that was  
raised should reduce leverage by 0.5x. The price on Antolin’s bonds rose on the news. 

In credit rating news, Asda was downgraded to B stable by S&P. The ratings agency cited 
significant disruption from its IT systems initiative, Project Future, which has taken longer to 
complete and at a higher cost. Expectations are now for a sales drop in 2025 of 2.5%-3% with 
leverage forecast amended to 8.8x by the end of 2026. The aforementioned Altice International 
was further downgraded by S&P to CCC from CCC+. S&P cited the increased expectation that 
there will be a distressed exchange likely within the next 12 months. 

Investor sentiment for expected 2026 returns is that it will be a coupon year for the asset class, 
albeit with some fat tail risk lurking underneath. This could range from geopolitical 
developments to rate-cut/inflation dynamics and the future trajectory of AI (boom or bust?), not 
to mention LMEs. 

 

Asian credit  
Justin Ong, 
Research Analyst, Asian Fixed Income 
 

The JACI posted a 14bps loss over the week, with negative Treasury returns (-52bps) offsetting 
tighter spreads (+38bps return). Due to higher rates, JACI IG was disproportionately impacted 
with a 14bps loss, compared with JACI HY (+4bps return).  
S&P has revised the outlook on Xiaomi to positive. S&P. The ratings agency highlighted that 
Xiaomi’s business profile has become more diversified and less reliant on volatile smartphone 
sales. The company’s Internet of Things segment will contribute more than 35% of the 
company’s total profit (excluding electric vehicles) in 2025-2026 (up from 30% in 2024).  
JSW Steel Limited (JSTL) will transfer its subsidiary, Bhushan Power and Steel Ltd (BPSL), to a 
50/50 joint venture with JFE Steel for a cash consideration of INR244.8 billion (around US$2.7 
billion) called JSW Kalinga Steel. There is scope for a potential ratings upgrade upon 
completion of this transaction, which could be in six to nine months (subject to regulatory 
approval). 
Genting Berhad (GENT) announced that its takeover offer has concluded with a 73.1% stake in 
Genting Malaysia Berhad (GENM). This falls short of the 75% shareholding level, above which 
GENT had said it would delist GENM. Since the launch of the takeover offer, GENT has 
acquired an additional 23.7% stake in GENM for around MYR3.16 billion (US$765 million). 
GENM also announced that its subsidiary Genting New York LLC has been selected by the 
New York Gaming Facility Location Board to proceed to licensure consideration by New York 
State Gaming Commission (NYSGC). GENM expects the commission to announce the 
issuance of licenses by 31 December. 
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Emerging markets 
Omotoke Joseph, 
Product Specialist, Emerging Market Debt 
 

 
Emerging market (EM) sovereign debt saw modest returns of 0.1% over the week, with spreads 
tightening by 12bps. Corporates remained relatively flat with a marginal underperformance of  
-0.02%. Local currency EM debt saw positive returns of 0.43% as EM FX continues to 
strengthen.  

South Africia saw further success as December began, raising $3.5 billion through a heavily 
oversubscribed, dual-tranche Eurobond issuance of 12-year and 30-year bonds. Both tranches 
priced lower than last year's issue: 6.25% versus 7.1% for the 12-year bond, and 7.38% versus 
7.95% for the 30-year.  
In Brazil, Flávio Bolsonaro, son of former president Jair Bolsonaro, announced that he received 
his father’s endorsement to run for president in 2026. The senior Bolsonaro was arrested last 
month after being convicted of attempting a coup. Rates spiked 50bps on the news.     
US president, Donald Trump, voiced his “disappointment” on the progress of the Ukraine peace 
deal, claiming that Ukraine president, Volodymyr Zelenskyy, has not yet reviewed a US peace 
proposal. Zelenskyy landed in London on 8 December to meet with European leaders. The 
price of Ukraine bonds was little changed on this news.   
Elsewhere in Europe, Poland saw a 25bps cuts to its benchmark rate to 4% – the lowest level 
since March 2022. This came as annual inflation unexpectedly slowed to 2.4% in November, 
which was below market expectations.  
The International Monetary Fund (IMF) said Sri Lanka had requested financial assistance of 
approximately $200 million following the destruction caused by Cyclone Ditwah. Despite a 
positive response from the IMF, with the organisation stating that this request was of immediate 
focus, Sri Lanka bond prices fell by around 0.6% at the Monday open.  

 

Responsible investments 
Charlotte Finch,  
Client Portfolio Manager, Investment Grade Credit 
 

Global labelled bond issuance for 2025 reached $994.4 billion as of last week, according to 
Bloomberg data, with several weeks remaining in the year. The continued growth occurs 
alongside the introduction of various regulatory frameworks and standards throughout 2025, 
providing greater clarity for environmental, social and governance (ESG) debt market 
participants. The pricing premium historically associated with green, social, sustainability and 
sustainability-linked bonds – known as the “greenium” – has largely disappeared in recent years 
as the market has matured. Despite this normalisation, investor demand continues with 
Barclays and Bloomberg both forecasting sustained (albeit potentially moderated) issuance 
levels for 2026. 

ABN Amro Bank completed the first sterling-denominated bond issuance under the new 
European Green Bond Standard (EuGB) last week, marking an expansion of the EU framework 
beyond euro-denominated transactions. The Dutch bank structured the deal as a dual-tranche 
offering, comprising a five-year senior non-preferred benchmark and a three-year senior 
preferred note. This represents the practical implementation of the EuGB across different 
currencies and demonstrates how European financial institutions are incorporating the 
standardised framework into their funding strategies. The execution provides a reference point 
for other issuers considering sterling green bonds under the EU standard. 
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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 8.12.2025, 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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