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The first cut is the deepest. 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.46% -4 bps -0.5% -1.4% 

German Bund 10 year 2.68% 1 bps -1.8% -3.1% 

UK Gilt 10 year 4.31% 0 bps -1.8% -3.6% 

Japan 10 year 1.04% -3 bps -2.0% -2.6% 

Global Investment Grade 96 bps 1 bps -0.2% -0.1% 

Euro Investment Grade 106 bps -1 bps -0.4% 0.0% 

US Investment Grade 90 bps 2 bps -0.2% -0.2% 

UK Investment Grade 94 bps -2 bps -0.7% -0.6% 

Asia Investment Grade 132 bps -7 bps 1.1% 2.4% 

Euro High Yield 335 bps -16 bps 1.4% 3.1% 

US High Yield 315 bps -5 bps 0.5% 2.0% 

Asia High Yield 598 bps 2 bps 2.8% 8.7% 

EM Sovereign 323 bps 6 bps -0.1% 1.3% 

EM Local 6.6% 2 bps -1.4% -3.5% 

EM Corporate 263 bps 1 bps 0.9% 3.3% 

Bloomberg Barclays US Munis 3.8% -16 bps -0.5% -0.9% 

Taxable Munis 5.2% -5 bps -0.9% -1.3% 

Bloomberg Barclays US MBS 48 bps -2 bps -0.5% -1.5% 

Bloomberg Commodity Index 240.67 -1.0% 3.4% 5.7% 

EUR 1.0742 -0.4% 0.1% -2.2% 

JPY 156.89 0.4% -3.4% -10.0% 

GBP 1.2712 -0.2% 0.8% -0.1% 

Source: Bloomberg, ICE Indices, as of 7 June 2024. *QTD denotes returns from 31/03/2024.  
 

Chart of the week – ECB Deposit Rate – last three years. 

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 10 June 2024. 
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Macro / government bonds 

 
The big theme to dominate price action in fixed income markets last week was the state of the 
US labour market. A widely held perception that the labour market was becoming less of a 
threat to near-term inflation dynamics initially exerted downward pressure on US treasury yields, 
and by implication bond yields globally. In the lead-up to the publication of the Non-Farm 
Payrolls (NFP) data on US employment, positioning across the market had favoured increased 
exposure to US interest rate risk. The market expected a weak labour market reading would 
follow on the heels of recent softer inflation readings. Expectations in the market had been for a 
number that would coalesce around 180k. However, the actual number was 272k, with a 
downward revision of 10k for the outturn of the previous month. The NFP print is effectively a 
backward-looking number. The number highlighted the dichotomy between robust backward-
looking data for the US economy and forward looking softer data, which points to a future 
cooling in demand. Market reaction was kneejerk, illustrated by a rise in yields. For market 
participants, important data points such as NFP are like buoys guiding them to the next 
expected shift in monetary policy and market interest rates. The implications of the data for the 
Fed are that it solidified the ‘higher for longer’ approach. As such, the window appeared to close 
on the prospect of any more than one quarter point interest rate cut in the US by year-end. 
 

The European Central Bank decided to cut interest rates by 0.25%. The lack of sensitivity of 
global bonds to the first interest rate cut by the ECB this cycle reflected how well telegraphed 
the rate cut had been. While June was effectively a done deal, there was less guidance on the 
forward sequencing of interest rate cuts. The ECB also released inflation projections, which 
were moderately revised up. This chimed with recent data on eurozone inflation, which 
highlighted the relative stickiness of certain inflation components, such as wages. Christine 
Lagarde, President of the ECB, delivered a message that the ECB would keep monetary policy 
restrictive for as long as necessary. She mentioned three times that they would not pre-commit 
to a particular interest rate path. The market interpreted the cut as a hawkish cut, given concern 
that the ECB would not wish to move too far ahead of the Fed in loosening monetary policy, for 
fear of unsettling the euro/US dollar FX rate. The probability of a rate cut in July was priced out, 
while the market reduced the probability of more than one quarter point rate hike by the end of 
the year. 
 
The Bank of Canada cut rates from 5% to 4.75%, justifying its action on the back of a further fall 
in underlying inflation. 
 
On the desk, we remain constructive on duration in the eurozone and the US. We have 
combined these positions with yield curve steepening positions in these markets. We also 
maintain a strategic short duration position in Japan. 

Investment grade credit 

Corporate bond spreads were again little changed last week ending Friday with a spread over 
government bonds of 96bps.  

As we head into summer, a theme that seems to be developing in credit markets is that of 
dwindling spread volatility. As we noted last week, spreads had a range (wide to tight) of merely 
four basis points last month.  

At the same time as a sign of investor confidence, there was a decent amount of new issuance 
last week centring on the banking sector. Banking has been one the best performing sectors 
this year after a more turbulent time last year (Credit Suisse and SVB). Interestingly new deals 
included more risky AT1 securities from Deutsche Bank, Coventry Building Society and BBVA, 
which were met with high levels of demand. 
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High yield credit & leveraged loans 

US high yield bond valuations tightened modestly despite the increase in rate volatility over the 
week.   

The ICE BofA US HY CP Constrained Index returned 0.39% and spreads were 4bps tighter 
while the yield-to-worst of the index declined 8bps to 7.90%. According to Lipper, retail high 
yield funds reported a $1.2bn inflow for the week – the sixth inflow over the last seven weeks. In 
loans, the average price of the Credit Suisse Leveraged Loan Index was unchanged around 
$96.1. Retail loan funds saw a $630m inflow, marking the 24th consecutive weekly inflow.   

European high yield had a solid start for the first week of June, returning 0.5%. Spread 
compression continued with CCCs returning three times the market’s performance in this one 
week (1.5%).   

Inflows also continued though at a slower pace than the previous week. Managed accounts are 
still seeing inflows while ETFs experienced modest net outflows. The primary market was also 
relatively subdued compared to the last week of May as there were only two new issues (BBs) 
for a total of €1.1bn and another deal was actually pulled (Novelis) with weak market conditions 
being cited.  

In rating news, Moody’s downgraded Altice International to Caa1 from B3. There was better 
news for auto supplier Carlios Global, which was upgraded to BB- from B+ by S&P on back of 
its planned IPO where proceeds will be used to refinance most of the company’s outstanding 
debt. In restructuring news, German real estate group Demire, with a bond maturing in October 
2024, reached a restructuring agreement with the majority of bondholders. This included 10% 
early redemption, a maturity extension and a 5% cash interest. In M&A news, EG confirmed the 
disposal of its UK forecourt business to Zuber Issa for £228m. Mohsin Issa has now become the 
sole CEO of EG Group; he also happens to still be the acting CEO for ASDA. 

 

Asian credit 

The outcome of the Indian General Election was a surprise given that BJP (Bharatiya Janata 

Party) secured only 240 seats, below the majority mark of 272 in the Lok Sabha (lower house of 

the parliament). Exit polls had indicated that the National Democratic Alliance (NDA), led by the 

BJP, would win around 360 seats. Despite the underwhelming results, the BJP-led NDA is able 

to form a coalition government with 293 seats. The coalition partners are JDU (Janata Dal 

United) and TDP (Telugu Desam Party). Going into the third term of Prime Minister Narendra 

Modi, the continuity of existing economic policies is supported by the cabinet composition which 

continues to include around 60% of the previous cabinet.  

Structured credit 

The US Agency MBS sector was up 60bps last week on a short lived rally in rates.  

The initial weak data was quickly unwound on Friday by a stronger than consensus NFP report. 
In mortgages, the notable news in mortgages was the prepay report which was fairly bullish and 
good for the convexity story. There was also new data released on home prices which seem to 
have paused, at least temporarily, at roughly 6.5% YoY. May was the first of the last 10 months 
not showing a further acceleration. That could be the result of the supply of homes which 
increased for the fifth month in a row. While there is strong seasonality, there are currently more 
homes on the market than at any time since autumn 2022. This sounds encouraging, however, 
the overall supply environment remains incredibly constrained and affordability is very poor. 
Mortgage rates are up roughly 25bps since the middle of March.  

In non-agency, gross supply was up 70% vs 2023 YTD. Delinquencies have been rising over 
the last year but the pace has slowed more recently. Interestingly, the largest contributor to loss 
severities has shifted from collateral value (given home price appreciation) to interest expenses, 
legal costs and other related expenses. 
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Emerging markets 

 
Emerging market hard currency sovereign bonds posted a positive return last week of +0.21%. 
Spreads widened 6bps, while the US treasury rally that was experienced for most of last week 
was able to drive EM performance, despite treasuries selling off on Friday on the back of NFP 
data. Investment grade countries outperformed high yield ones and Latin America was the 
weakest performing region.  
 
Inflows into the EM hard currency asset class increased sharply over the week while outflows 
from local currency funds continued. The EM local currency index struggled last week and 
EMFX was weak, particularly in Mexico with both rates and FX both underperforming. The 
Mexican peso fell dramatically following the election result where the ruling party experienced a 
much larger than expected victory. Investors are concerned about reforms that could now be 
passed which would remove checks on government power. The Brazilian Real also sold off 
following comments made by finance minister Fernando Haddad who worried investors when 
he expressed concerns over the country’s fiscal framework.  
 
Policy makers in Poland and Kenya kept rates on hold at 5.75% and 13% respectively. This 
week the Peruvian central bank meets. 

Responsible investments 

The Australian government issued its first every green bond last week, with investor demand 
coming in at three times oversubscribed. The 10-year bond raised the desired AUD 7bn, coming 
at a premium (around 1.5bps according to Bloomberg) compared to the benchmark 2034 bond. 
Proceeds will fund projects on renewable energy, a key investment given per capita Australia is 
currently one of the top carbon emitters in the world.  
 
Green bond issuance in May was the largest May on record, with over $70bn raised between 
sovereigns and corporates. Signs of ‘greenium’ (green premium) are country and issuer 
dependent but with investor interest picking up, and new countries joining the green bond 
market, we may see it return.   

 

 

 

 

 

 

 

 



 In Credit  10 June 2024 
 

 

CTEA6686842.1 Issued June 2024 | Valid to end August 2024    
 
 

 

 



 In Credit  10 June 2024 
 

 

CTEA6686842.1 Issued June 2024 | Valid to end August 2024    
 
 

 

 

 

 
 

 

 

 

Important information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). Source for 
all data and information is Bloomberg as at 10.06.2024, unless otherwise stated.  
 
This material in this publication is for information only and does not constitute an offer or solicitation of an order to buy or sell any securities or 
other financial instruments to anyone in any jurisdiction in which such offer is not authorised, or to provide investment advice or services. 
Offerings may be made only on the basis of the information disclosed in the relevant offering documents and the terms and conditions under 
the relevant application forms. Investment involves risk. You are advised to exercise caution in relation to this material. Please refer to the 
relevant offering documents for details and the risk factors. Past performance is not a guide to future performance. The value of investments 
and any income is not guaranteed and can go down as well as up and may be affected by exchange rate fluctuations. This means that an 
investor may not get back the amount invested. The analysis included in this publication has been produced by Columbia Threadneedle 
Investments for its own investment management activities, may have been acted upon prior to publication and is made available here 
incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be seen as 
investment advice. Information obtained from external sources is believed to be reliable, but its accuracy or completeness cannot be 
guaranteed. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This document includes forward 
looking statements, including projections of future economic and financial conditions. None of Columbia Threadneedle Investments, its 
directors, officers or employees make any representation, warranty, guarantee, or other assurance that any of these forward-looking 
statements will prove to be accurate. This document may not be reproduced in any form or passed on to any third party in whole or in parts 
without the express written permission of Columbia Threadneedle Investments. This document is not investment, legal, tax, or accounting 
advice. Investors should consult with their own professional advisors for advice on any investment, legal, tax, or accounting issues relating an 
investment with Columbia Threadneedle Investments. This document and its contents have not been reviewed by any regulatory authority.  In 
the UK: issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. Registered Office: Cannon 
Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct 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. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group 
of companies. columbiathreadneedle.com 
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