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Hopes of US rate cuts are cut. 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.56% 16 bps -1.7% -2.6% 

German Bund 10 year 2.39% -1 bps -0.2% -1.6% 

UK Gilt 10 year 4.19% 12 bps -1.6% -3.5% 

Japan 10 year 0.86% 7 bps -1.1% -1.7% 

Global Investment Grade 98 bps 0 bps -1.1% -1.0% 

Euro Investment Grade 112 bps 3 bps 0.0% 0.4% 

US Investment Grade 92 bps 0 bps -1.7% -1.7% 

UK Investment Grade 98 bps 1 bps -1.0% -1.0% 

Asia Investment Grade 145 bps -3 bps -0.8% 0.5% 

Euro High Yield 386 bps 10 bps 0.0% 1.7% 

US High Yield 325 bps 7 bps -1.1% 0.3% 

Asia High Yield 669 bps 1 bps -0.4% 5.4% 

EM Sovereign 283 bps 7 bps -1.3% 0.0% 

EM Local 6.4% 12 bps -1.4% -3.5% 

EM Corporate 266 bps -2 bps -0.6% 1.7% 

Bloomberg Barclays US Munis 3.6% 2 bps -0.7% -1.1% 

Taxable Munis 5.3% 9 bps -2.4% -2.8% 

Bloomberg Barclays US MBS 49 bps 2 bps -1.9% -3.0% 

Bloomberg Commodity Index 239.29 0.1% 3.7% 6.0% 

EUR 1.0657 -1.8% -1.4% -3.6% 

JPY 153.86 -1.0% -1.2% -8.0% 

GBP 1.2486 -1.5% -1.4% -2.2% 

Source: Bloomberg, ICE Indices, as of 12 April 2024. *QTD denotes returns from 31/03/2024.  
 

Chart of the week – Dec 24 Fed Funds and 10-year US bond yields   

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 15 April 2024. 
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Macro / government bonds 

Another week, another rise in government bond yields. 

It has been a difficult year for this area of the bond market. 2024 began with much hope that 
interest rates would be cut in the face of declining inflation and only modest economic 
performance. But since then the major theme in government bond markets has been a 
reframing of those interest rate expectations. The catalyst this time was higher than expected 
US CPI data released last Wednesday (March CPI rose 0.4%, above the consensus of 0.3%; 
while the core measure also rose 0.4%, also 0.1% above expectations). This unwind of rate cut 
expecations has created a major hurdle for US bond yields to fall as can be seen in Chart of 
the week. In terms of timing in the US, the expectation of the first interest rate cut has been 
moved out from June / July to September, with only around one and a half rate cuts now ‘priced 
in’ by end of December 2024.  

In Europe, the ECB as expected left policy rates on hold but offered more hope of easier policy 
conditions. A couple of dovish phrases stood out after the meeting. The ECB noted that it is: 
“data dependant… not US Fed dependant” and “in June we will get a lot more data”. Christine 
Lagarde pointed to subdued growth in the eurozone and gradually diminishing price pressures. 
She also sought to create ‘clear water’ between the ECB and the Fed. 

Turning back to the US, we also had PPI inflation data last week, which came in softer than 
expected. This softness contributed to preventing a further break out higher in US bond yields. 
The data underlined a familiar story of upward price pressures from services and downward 
price pressures from the goods sector. 

In other European data, German & French inflation came in line with expectations of 2.2% and 
2.3% y/y respectively, both of which were a decline from the prior months. 

Investment grade credit 

Global investment grade spreads were largely unchanged in the last week ending at 98bps at 
close of business on Friday. Spreads closed Q1, 2024 at 101bps according to data from ICE 
indices. Present valuations (spreads) look stretched compared to short and longer-term 
averages and are fairly unattractive. Though given the move in government bonds, yields 
remain relatively high. 

New issuance was quieter last week against positive inflows into the market. We currently have 
a positive view on the structural backdrop for IG credit (supply versus demand). 

US banking giants JP Morgan, Wells Fargo and Citibank kicked off reporting seasons at the end 
of the week. In summary, these banks are facing falling margins; rising credit losses (to above 
normalised levels); and anaemic loan growth (illustrative of tighter lending conditions). However, 
capital levels are high (and rising) and earnings are strong. As a result, we currently summarise 
US banking fundamentals as neutral.  

High yield credit & leveraged loans 

US high yield valuations widened over the week amid a firmer than expected CPI report that 
drove a repricing of Fed expectations. The ICE BofA US HY CP Constrained Index fell -0.62% 
and spreads were 7bps wider, while yields increased 22bps to 8.07%. According to Lipper, retail 
high yield bond funds reported a $476m outflow, the sixth outflow over the last nine weeks. The  
leveraged loan market was resilient in the face of a higher for longer environment. The average 
price of the Credit Suisse Leveraged Loan Index was unchanged at $96. Retail loan funds 
reported a 16th consecutive weekly inflow with a $676m contribution.   

It was a heavy week of new issuance and the largest number year-to-date, with six corporate 
offerings totalling almost €3bn. Though European high yield performance was flat for the week, 
these new issues were well received with pricing coming at the tighter end of initial pricing.   
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Flows into the asset class continued with another €270m added via both ETFs and managed 
accounts. This brings the YTD figure to €5.1bn. 

 
It was a tough week for French companies as Bio Group – the lab testing group – was  
downgraded to B3 while Atos, the beleaguered technology firm was downgraded to CCC- by 
S&P on the expectation of debt for equity swap or distressed exchange. The real estate sector 
fared poorly as Fitch downgraded Peach Property senior unsecured debt to BB- given the firm’s 
constrained liquidity ahead of 2025 maturities. There was better news in leisure with Tui Cruise 
upgraded by Moody’s to B3 (from Caa1), just in time for its new bond issuance last week.  
 
Liability management exercises continued last week with more shenanigans at SFR, Intrum, 
Ardagh and with the aforementioned Peach Property said to be also talking of adding an advisor 
to consider its options.  
 

Asian credit 

The Macau gaming companies have started to access the US dollar bond market again for debt 
refinancing. Melco Resorts issued a $750m bond to refinance its revolving credit facilities and 
extended the maturity of the facilities by two years to April 2027. Studio City launched a second 
tender offer for up to $100m for the STCITY ‘25s bonds which, if completed, will reduce the 
amount outstanding of this bond to $297m. Hysan Development launched a tender offer of up to 
$100m for its 5.5% subordinated perpetual. 
 
PTT Exploration & Production has raised its stake in the Yadana oil field project (Myanmar) to 
around 63% (from 37%) after Chevron exited the project. Chevron had announced plans to exit 
its investment in Myanmar in January 2022, due to the US sanctions on the state-owned 
Myanmar Oil and Gas Enterprises who is another major stakeholder in the Yadana project.  
 
S&P has downgraded Longfor Group from BBB- to BB+ with a stable outlook to reflect the 
company’s leverage that will remain elevated over the next 12-24 months. Longfor Group is now 
rated Ba1/BB+ by all three rating agencies. 
 
The US Department of Commerce and TSMC Arizona has signed a non-binding preliminary 
memorandum of terms (PMT) for up to $6.6bn in direct funding under the CHIPS and Science 
Act. Under the PMT, there is also a proposed loan of $5bn to TSMC. TSMC plans to apply for 
the Investment Tax Credits of up to 25% of the qualified capital expenditure at TSMC Arizona. 
TSMC has announced plans to build a third fab (factory) that will produce chips using two 
million or more advanced processes, by the end of the decade. Altogether, with the third fab, 
the capital expenditure of TSMC Arizona will amount to more than $65bn (first two fabs: $40bn). 

Emerging markets 

The combination of higher US treasury yields following the CPI print, as well as rising tensions 
in the Middle East resulted in EM hard currency sovereigns posting a negative return of -0.93% 
over the week. Spreads widened 7bps and the weakness was broad based with higher beta 
names bearing the brunt. GCC names as well as Egypt and Jordan underperformed amid 
concerns over escalation. Israeli bonds sold off at the end of the week though saw some 
recovery Monday morning.  
 
This week IMF meetings will be held in Washington DC where geopolitics will likely take centre 
stage. The IMF has been pivotal in helping vulnerable EM countries implement structural 
reforms, thus reducing default risk which is one reason why EM sovereign spreads have 
tightened so much this year. 
 
Peru surprised markets with a 25bps interest rate cut to 6% as inflation resumed its downward 
path and printed at 3.05% in March. EM bond funds enjoyed a second consecutive week of 
inflows as hard currency funds posted net inflows though local currency funds saw outflows.  
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Responsible investments 

Issuance on the labelled bond market has continued to flourish, with year-to-date issuance now 
up 12% on this time last year, according to Bloomberg. As usual, a large portion of this is green 
bond issuance with the majority of bonds coming from EMEA-based issuers.  
 
A water provider in the Philippines is hoping to come to the market with a blue bond as soon as 
next month. A blue bond ensures proceeds are ringfenced to projects providing solutions to 
improve pollution in the ocean and rivers. Plastic waste has grown to become one of the world’s 
biggest pollution problems, with an estimated $80-120bn worth of plastic packaging lost from 
the economy each year due to lack of proper recycling procedures, according to a study by The 
World Bank. The study states that the Philippines is the third largest contributor to this waste 
with around 750,000 metric tons of plastic entering the ocean every year. This blue bond from 
Maynilad Water Services will aim to address solutions to both clean up the waste, as well as 
prevent more plastic entering the ocean. These projects would link to the UN SDG 14 – Life 
Below Water.  
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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 15.04.2024, unless otherwise stated.  
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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 
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761G of the Corporations Act. TIS is regulated in Singapore (Registration number: 201101559W) by the Monetary Authority of Singapore 
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