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Stuck in the middle with you 
Core government bond markets are onlookers as equity markets are buffeted 
by AI uncertainty, with the US 10-year Treasury range-bound. Will further 
volatility affect the range trade? 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 
 

Although US economic data has recently been giving mixed signals, the pricing of Federal 
Reserve (Fed) rate cuts into December 2026 jumped by 8bps last week to 63bps. This helped 
push the 10-year Treasury yield down 15bps during the week to 4.05%. Despite this quite large 
move, and with apologies to Stealers Wheel, we are stuck quite close to the middle of the 
approximate range of 3.75%-4.75%. 

It appears that core government bond markets are onlookers as equity markets are buffeted by 
waves of sometimes bewildering AI stories. This quiet period will not last. At the Munich security 
conference, US secretary of state, Marco Rubio, reminded Europe of the need to spend on 
defence, and we continue to monitor the progress of the USS Gerald Ford aircraft carrier as it 
heads towards Iran from the coast of Venezuela. Preapre for market volatility, and perhaps a 
challenge to the range trade. 

 
US Treasuries 10-year yield 

 

 
 
Source: Bloomberg, February 2026 
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Macro/government bonds 
Simon Roberts 
Product Specialist, Global Rates 
 

Last week saw a significant decline in yields across the core markets. The US 10-year fell by 
16bps, the German 10-year by 9bps and the UK 10-year by 10bps. This was despite mixed US 
economic news. First, nonfarm payrolls came in at 130,000, when the market had been 
expecting 65,000. There was then an initial knee-jerk market reaction, with the US 10-year 
spiking higher from 4.1% to 4.2%. However, CPI on Friday then came in lower than expected: 
0.17% for January, which was well below consensus expectations of 0.3%. On a year-on-year 
basis headline inflation fell to 2.4%.  

The market is now pricing in a full rate cut by July, by which time Kevin Warsh should be firmly 
ensconced as the new chair at the Federal Reserve. The market is pricing in a further one or 
two rate cuts by end of the year and is cognisant that President Trump will expect interest rates 
to fall in return for his support for Warsh.  

The decline in eurozone bond yields reflected an outlook of sluggish growth and subdued 
inflation, which is helping to make a case for rate cuts. A defining trend of the eurozone bond 
market remains the spread compression between Italy and Spain, and Germany. This reflects 
stronger economic growth in the eurozone periphery, credible fiscal consolidation plans, and 
relative political stability.  

Markets at a glance 
 

 Price / Yield 
/ Spread 

Change  
1 week 

Index QTD 
return* Index YTD return 

US Treasury 10 year 4.05% -16 bps 1.3% 1.3% 
German Bund 10 year 2.76% -8 bps 1.1% 1.1% 
UK Gilt 10 year 4.42% -10 bps 0.8% 0.8% 
Japan 10 year 2.21% -2 bps -0.7% -0.7% 

Global Investment Grade 78 bps 3 bps 1.3% 1.3% 
Euro Investment Grade 75 bps 2 bps 1.1% 1.1% 
US Investment Grade 79 bps 3 bps 1.4% 1.4% 
UK Investment Grade 66 bps 2 bps 0.8% 0.8% 
Asia Investment Grade 119 bps 9 bps 0.7% 0.7% 

Euro High Yield 286 bps 9 bps 0.8% 0.8% 

US High Yield 295 bps 8 bps 0.7% 0.7% 
Asia High Yield 399 bps 1 bps 2.2% 2.2% 

EM Sovereign 225 bps 2 bps 1.9% 1.9% 
EM Local 5.8% -4 bps 3.1% 3.1% 
EM Corporate 238 bps 10 bps 1.2% 1.2% 
Bloomberg Barclays US Munis 3.3% -6 bps 1.6% 1.6% 
Taxable Munis 4.7% -14 bps 2.0% 2.0% 
Bloomberg Barclays US MBS 14 bps -1 bps 1.6% 1.6% 

Bloomberg Commodity Index 296.83 -0.4% 7.4% 7.4% 
EUR 1.1866 0.4% 1.0% 1.0% 
JPY 153.63 3.0% 2.6% 2.6% 
GBP 1.3649 0.3% 1.3% 1.3% 

Source: Bloomberg, ICE Indices, as of 13 February 2026. *QTD denotes returns from 31 December 2025. 
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In the UK, Gilts were helped by subpar economic growth and a reduction in political instability, 
as prime minister, Keir Starmer, looked like he might hang on to his position. He could be safe 
from a leadership challenge until after the May local elections.  

Positioning Last week we established a directional position in the New Zealand government 
bond market. Slowing growth in New Zealand should provide scope for easier monetary policy 
later in the year. 

 
 

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

 

It was an interesting week in the investment grade (IG) market as record breaking issuance in 
the technology space seemed to spark investor concern, sending spreads marginally wider. 
Global corporate bond spreads were up 3bps by the end of the week, taking us back to where 
we started the year.   

Alphabet Inc raised approximately $32 billion in debt last week through offerings in the sterling 
and Swiss franc markets. These were record-breaking corporate bond sales in both currencies. 
According to Bloomberg, Alphabet’s £5.5 billion sterling issuance exceeded the previous market 
record of £3 billion set by National Grid in 2016 and represents roughly 10% of the total 
expected sterling issuance for the whole of 2026. The multi-tranche deal included a 100-year 
bond, the first such ultra-long maturity issued by a technology company since the dotcom era. It 
attracted substantial investor interest, drawing nearly 10 times the £1 billion offered and pricing 
at 120bps above gilts. The shorter three-year tranche priced at 45bps over gilts. Investors were 
attracted to the long-dated securities despite uncertainties about the AI landscape over such 
extended timeframes. The transaction demonstrates both the substantial capital requirements of 
technology firms developing AI capabilities and the credit market's willingness to provide this 
funding. 

 

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

European high yield (HY) had a risk-off tone last week. It returned -0.05% as spreads widened 
9bps to 286bps and yields rose 3bps to 5.71%. It was a flight to quality within HY with single Bs 
the worst performing asset class, while BBs was the only rating band with a positive return 
(+0.07%) for the week. Still, inflows continued to improve with €221 million coming into the 
asset class via both ETFs and managed accounts. This brings the year-to-date net inflows to €1 
billion. Corporate issuance also picked up with €2.8 billion in new bonds via four tranches from 
three issuers. All of these were BB-rated and well received with the final price coming inside of 
initial price talk. This brings year-to-date new issuance to €17.5 billion gross and €9 billion net.  
February remains subdued compared to January, which had higher issuance than the five-year 
average.   

In ratings news, auto company Stellantis was downgraded to Baa3 from Baa2 by Moody’s. This 
will also take its hybrids down one notch to Ba2. S&P kept the company at a BB+ rating.   
Concerns around how AI will affect businesses permeated further last week. Although only a 
small subsector, EHY software names saw prices fall by three to five points, and concern 
spread into more service-based subsectors: for example, commercial real estate, insurance 
brokers, real estate services and travel agencies. However, the negative effect was seen at 
varying degrees.   
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In potential M&A news, there are rumours that Infrastructure Wireless Italiane, an Italian tower 
operator, may be taken private by private equity firms Ardian and Brookfield Asset 
Management. 
 

Asian credit  
Justin Ong, 
Research Analyst, Asian Fixed Income 
 

 
The JACI posted a 37bps positive return last week, with lower rates (+74bps) compensating for 
wider spreads (-37bps). JACI IG delivered 44bps of positive return, while HY generated 26bps.  
In company-specific news, Melco Resorts and Studio City reported soft Q425 results with 
weaker margins and slight market‑share slippage, although leverage continued to improve. 
Management highlighted a strong start to 2026 with regained gross gaming revenue share. The 
results were weighed by event‑driven costs and a small bad‑debt provision. More positively, 
debt metrics strengthened with net leverage down to 4.6x and no major maturities until 2027. 
Liquidity remains solid at US$2.2 billion. Share buybacks continued, while the City of Dreams 
Manila resort sale is on hold.  
Meituan issued a FY25 profit warning, projecting a CNY23.3-24.3 billion net loss after FY24’s 
strong profit. This reflects intensified food‑delivery competition since Q325. Its Core Local 
Commerce is expected to post a FY25 operating loss of CNY6.87 billion, implying a deep Q425 
loss as rivals Alibaba and JD.com gain share. Management expects difficult conditions to 
persist, with losses likely continuing into Q126. Last week, Moody’s lowered Meituan’s Baa1 
ratings outlook to negative from stable to reflect the heightened uncertainty. 
 

Emerging markets 
Omotoke Joseph, 
Product Specialist, Emerging Market Debt 
 

Emerging market (EM) sovereign debt delivered flat returns on the week, with spreads finishing 
2bps wider. EM corporates posted a modest gain of +0.37%, while local currency assets 
outperformed both sovereigns and corporates, returning +0.78%.  

During the week, discussions took place in Beirut between the International Monetary Fund 
(IMF) and Lebanon to assess the latter’s progress on financial and economic reforms. The talks 
were described as constructive, and in a notable development the IMF signalled for the first time 
that Lebanon’s central bank gold reserves could potentially be incorporated into a solution to 
repay depositors, as proposed in a draft law by Lebanese officials. That said, the IMF said it 
was “not fully satisfied” with the draft law’s language on “the hierarchy of claims”. It also 
stressed that Lebanon must demonstrate sufficient liquidity to meet future obligations. Markets 
responded with mild relief, with Lebanon’s 37-year bonds rising around 2% in price terms over 
the weekend.   
In Colombia, the Constitutional Court suspended President Gustavo Petro’s proposed 23% hike 
in the national minimum wage, giving him eight days to submit a revised figure. Petro has since 
indicated that the labour minister will convene a meeting to draft a new decree on the minimum 
wage. Market reaction to this development was minimal.  
New issue activity is expected to be light this week, both because of the start of Ramadan and 
the Chinese lunar new year celebrations.  
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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 16.2.2026, 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 
companies. © 2026 Columbia Threadneedle. All rights reserved. 
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