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Slow dancing in a burning room 
The US dollar has hit a post-2022 low and some countries are reducing their 
exposure. Elsewhere there were contrasting government yield moves. 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 
 

No sooner had US president, Donald Trump, declared from Davos that the dollar was doing 
great that it moved to a post-2022 low. Although the value and role of the dollar are not the 
same thing, they are related. Mark Sobel of OMFIF (the Official Monetary and Financial 
Institutions Forum) has described “termites” gnawing at the role of the dollar. He highlights the 
erosion of the status of the US as a trusted partner and attacks on US institutions, particularly 
the Federal Reserve (Fed). Throw in lingering concerns about fiscal deficits and the size of 
debt, as well as concerns about the weakening rule of law, and there are lots of termites 
gnawing simultaneously.  

Consistent with this we have seen stories of Danish, Dutch, Chinese and Indian institutions 
reducing their exposure to US dollars. It is a muti-year story, and there is an absence of a 
credible rival. However, if inertia is the most convincing argument for the dollar remaining as the 
primary reserve currency, then the direction of travel is clear. 
 
US dollar index 

 
 
Source: Bloomberg, February 2026. Index is US dollar versus a weighted basket of six major foreign currencies: the euro, yen, Canadian dollar, GBP, 
Swedish krona and Swiss franc. 
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Macro/government bonds 
Simon Roberts 
Product Specialist, Global Rates 
 

There were small yield movements in the US and eurozone last week. In contrast, the Japanese 
two-year rose by 5bps while the UK two-year fell by 9bps. 
The election gamble of Japanese prime minister, Sanae Takaichi, paid off, as her Liberal 
Democratic Party won an outright majority in Japan’s lower house. The Japanese two-year and 
10-year yields jumped again – 3bps and 6bps respectively – in early Monday trading. 
Chinese regulators advised Chinese financial institutions to pare back holdings of US 
Treasuries. This advice has been framed as diversifying market risk rather than geopolitical 
manoeuvring.  
Last week we saw monetary policy divergence. The Reserve Bank of Australia increased its 
cash rate by 25bps to 3.85% to reflect a pick-up in inflation. The European Central Bank left 
rates on hold as eurozone inflation stabilised around its 2% target. The Bank of England came 
close to cutting rates in a 5/4 vote. With UK inflation expected to fall in Q2, the market is pricing 
in a 70% probability of a rate cut in March. 
US labour market data surprised to the downside. The Challenger job cut series revealed the 
largest number of reductions since 2009, while the JOLTS survey revealed the smallest number 
of job openings since 2020. There was also a rise in initial and continuing jobless claims. The 
data suggested a softening in the labour market.  

Markets at a glance 
 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* Index YTD return 

US Treasury 10 year 4.23% 0 bps 0.4% 0.4% 
German Bund 10 year 2.86% 1 bps 0.4% 0.4% 
UK Gilt 10 year 4.56% 4 bps -0.2% -0.2% 
Japan 10 year 2.29% 4 bps -1.1% -1.1% 

Global Investment Grade 75 bps 1 bps 0.7% 0.7% 
Euro Investment Grade 73 bps 2 bps 0.8% 0.8% 
US Investment Grade 76 bps 2 bps 0.6% 0.6% 
UK Investment Grade 64 bps 0 bps 0.3% 0.3% 
Asia Investment Grade 110 bps 2 bps 0.4% 0.4% 

Euro High Yield 277 bps -3 bps 0.8% 0.8% 

US High Yield 287 bps 7 bps 0.6% 0.6% 
Asia High Yield 398 bps 11 bps 1.7% 1.7% 

EM Sovereign 223 bps 1 bps 0.9% 0.9% 
EM Local 5.9% 0 bps 2.3% 2.3% 
EM Corporate 228 bps 4 bps 0.9% 0.9% 
Bloomberg Barclays US Munis 3.4% -5 bps 1.2% 1.2% 
Taxable Munis 4.8% -4 bps 0.4% 0.4% 
Bloomberg Barclays US MBS 15 bps -1 bps 0.6% 0.6% 

Bloomberg Commodity Index 297.09 -2.2% 7.9% 7.9% 
EUR 1.1863 -0.3% 0.6% 0.6% 
JPY 156.60 -1.6% -0.3% -0.3% 
GBP 1.3613 -0.5% 1.0% 1.0% 

Source: Bloomberg, ICE Indices, as of 6 February 2026. *QTD denotes returns from 31 December 2025. 
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In the UK the continuing fallout from the Jeffrey Epstein affair has led to upward pressure on gilt 
yields. The UK prime minister, Keir Starmer, has lost his Chief of Staff and his Director of 
Communications, increasing speculation that Starmer will be the next to leave.  
Positioning In terms of activity, we opened a long position in New Zealand. This slowing pace 
of economic growth there increases the prospect of rate cuts over the next 12 months.  
 
 

Investment grade credit 
Charlotte Finch,  
Client Portfolio Manager, Investment Grade Credit 

 

Spreads in the European investment grade (IG) market were lower still last week when the 
Bloomberg Euro Agg Corporate Index declined to 72bps, the lowest level since 2007. Continued 
stability in corporate earnings helped this compression as we entered the second month of 
2026. Despite the tightening move earlier in the week, spreads widened slightly at the end the 
week. New issuance has kept up its pace, with the global bond market reaching the $1 trillion 
mark sooner than ever, according to Bloomberg. Approximately 40% of issuance so far this year 
is from governments, closely followed by financials at 35%.  

In corporate news, the potential mammoth M&A deal in the mining sector, between Rio Tinto 
and Glencore, has ended abruptly. Neither side was able to agree on valuations. There is a 
possibility that talks could resume in the future, but it’s a no for now. 

 

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

US high yield bond spreads were largely unchanged over the week, while AI disintermediation 
fears continued to rile broader markets. The ICE BofA US HY CP Constrained Index returned 
0.12% and spreads widened 6bps. According to Lipper, US high yield bond retail funds saw a 
$421 million inflow. This was a second consecutive week of inflows despite the market volatility.  
US leveraged loan prices remained weak as software sector losses broadened. The average 
loan price declined $0.2 to $95, while software-specific loans declined another 1pt. Floating rate 
funds saw their sixth consecutive inflow with $608 million contributed over the week.   

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

 
The first week of February saw compression in European high yield (HY), with CCCs 
underperforming lower beta credit – the only rating band producing negative performance for 
the period. The market returned +0.10% while CCCs returned -0.21%. This came as the wider 
market saw spreads tightening 3bps to 277bps and yields fell 2bps to 5.68%. 

The market was back to inflows last week, with €139 million added to the asset class. For once, 
this was largely via ETFs, as managed accounts were still in outflow mode. The primary market 
was in retreat with only €600 million coming to market via two new issues. In the telecoms 
sector, new issues looked under pressure as Telenet withdraw an offering due to pricing. This 
follows the previous week’s Virgin Media offering that came in wider than initial price talk (IPT), 
running counter to the current environment of tighter than IPT. 
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Gaming company Evoke (888) was downgraded by Moody’s to B3 from B2. The rating agency 
expects “significant deterioration” of gross debt to EBITDA and free cash flow given tax  
announcements around online gaming and betting. This was despite news earlier in the week of 
the launch of an illegal gambling taskforce, which could be positive news for gaming companies. 
In M&A news, Polish parcel locker firm InPost will be bought out by an Advent International-led 
group of investors and Fedex. The business is valued at €7.8 billion. 
The default rate continues to fall with January posting 2.75%, down from 3.2% in December. 
Excluding distressed debt exchanges, the rate falls to 1.9% with only one default in January, 
Spanish renewables firm Amara, which deferred its January coupon payment.   
 

Structured credit  
Kris Moreton, 
Client Portfolio Manager, Structured Credit 
 

The US Agency Mortgage-backed securities (MBS) sector generated a 23bps return last week 
as the curve bull steepened. Lower coupons outperformed. Spreads are now particularly tight in 
30-year MBS while the 15-years remain around longer-term averages. Although prepay speeds 
slowed in December, the reason was largely fewer business days of collections. 
  
The Asset-backed securities (ABS) primary market had a busy week with 10 deals pricing for 
around $8 billion in issuance. Spreads continue to hold steady as most deals were well 
subscribed and priced through guidance. This week sees another 10 deals in various stages of 
premarketing for another circa $8 billion. ABS secondary ended the week a few bps tighter, 
though the top of the capital stack seems mostly unchanged. Lower quality has performed well 
with new issue BB consumer loans trading around 20bps tighter and subprime auto BB spreads 
also holding nicely at +300.  
  
Commercial MBS secondary spreads held up through the end of week volatility. We are seeing 
strong pricing on SASB AAAs inside +100, which was expected at the start of the year. Deals 
seem to be well subscribed and nearly all completing before hitting the premarketing stage.  
  
 

Asian credit  
Justin Ong, 
Research Analyst, Asian Fixed Income 
 

The JACI posted a 23bps positive return last, thanks to lower rates (31bps) more than offsetting 
wider spreads (-8bps). JACI IG delivered 28bps of positive return, while HY saw 13bps of loss.  
  
Adani Ports & SEZ (APSEZ) delivered strong Q3 FY26 results with revenue of INR97.1 billion 
(+22% year-on-year) and EBITDA of INR57.9 billion (+19% year-on-year). This was driven by 
record cargo of 119.2 metric tonnes. Domestic port EBITDA margins remained strong at 72.8%, 
while international cargo rose sharply on the Colombo West terminal ramp‑up. Container 
volumes grew 15% year-on-year, reinforcing APSEZ’s 45.8% national market share. 9M26 
performance also exceeded expectations, with cargo volume, revenue, and capex guidance 
unchanged, supported by strong organic growth and new asset consolidation. 
  
Moody’s has revised the ratings outlook of numerous Indonesian financial institutions (including 
Bank Mandiri, Bank Rakyat Indonesia, Bank Negara Indonesia), quasi-sovereign issuers 
(Pertamina, PLN, Mineral Industri Indonesia Persero) and non-quasi corporates (Indofood) to 
negative from stable. It also downgraded Indonesia’s sovereign rating outlook to negative, 
which the agency attributes to lower policy predictability, weakening governance and fiscal 
risks. 
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Emerging markets 
Omotoke Joseph, 
Product Specialist, Emerging Market Debt 
 

Emerging market (EM) sovereign debt delivered a 0.32% gain over the week, while EM 
corporates lagged, returning 0.17%. Local markets saw modest gains of +0.13% over the week. 
Sovereign spreads were choppy. They started the week tighter, widened meaningfully midweek 
before partially retracing this to finish just 1bp wider overall. Investor appetite remains buoyant. 
Although inflows were down from the previous week, there were still approximately $1.6 billion 
of inflows into EM bond funds last week.  

The first round of US–Iran talks took place in Oman and focused primarily on nuclear issues. 
Talks are set to continue after “good beginnings”, according to Iran’s foreign minister. Gulf 
Cooperation Council bond prices have remained stable throughout these negotiations, but we 
will continue to monitor them as talks continue.   
In Thailand, a snap election on Sunday saw a good showing for the ruling Bhumjaithai Party, 
putting it on track to secure the most votes in parliament. Such an outcome would strengthen 
Prime Minister Anutin Charnvirakul’s hand in implementing policy priorities. Bond markets 
reacted cautiously to the possibility of a more concentrated hold on power, with 35-year Thai 
government spreads opening about 2.3bps versus the domestic curve.  
Elsewhere, Chinese regulators advised major banks to limit their exposure to US Treasuries, 
citing concentration risk management rather than geopolitical motivations. Markets did not 
correct.   

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

January issuance of green, social, sustainability and sustainability-linked bonds was one of the 
largest on record at $204 billion, with an interesting split across the different labels. While green 
bonds typically dominate the market as the “go-to” bond type in ESG-related issuance, social 
bonds saw a 25% increase versus January 2025, amounting to $88.9 billion, according to 
Bloomberg. Green bond issuance totaled $70 billion, sustainability bonds totaled $33.3 billion, 
with the remainder made up from sustainability-linked bonds, transition bonds (whose use of 
proceeds target energy transition projects) and loans. The US still lags in contributing to the 
labelled bond market, although there are still some development banks issuing from that side of 
the Atlantic. 
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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 9.2.2026, 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 
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