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More patience required. 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.66% 14 bps -2.1% -3.0% 

German Bund 10 year 2.54% 18 bps -1.3% -2.7% 

UK Gilt 10 year 4.25% 11 bps -2.5% -4.3% 

Japan 10 year 0.89% 4 bps -0.8% -1.4% 

Global Investment Grade 101 bps 3 bps -1.8% -1.7% 

Euro Investment Grade 114 bps 2 bps -0.8% -0.4% 

US Investment Grade 94 bps 2 bps -2.3% -2.4% 

UK Investment Grade 100 bps 2 bps -1.7% -1.6% 

Asia Investment Grade 145 bps 0 bps -0.9% 0.3% 

Euro High Yield 385 bps -1 bps -0.3% 1.4% 

US High Yield 337 bps 12 bps -1.7% -0.2% 

Asia High Yield 684 bps 15 bps -1.0% 4.8% 

EM Sovereign 286 bps 3 bps -2.0% -0.6% 

EM Local 6.5% 8 bps -2.6% -4.6% 

EM Corporate 266 bps 1 bps -1.0% 1.3% 

Bloomberg Barclays US Munis 3.7% 6 bps -1.0% -1.4% 

Taxable Munis 5.4% 9 bps -3.2% -3.6% 

Bloomberg Barclays US MBS 55 bps 6 bps -2.8% -3.8% 

Bloomberg Commodity Index 238.57 0.2% 3.9% 6.2% 

EUR 1.0637 0.1% -1.2% -3.5% 

JPY 154.76 -0.9% -2.1% -8.8% 

GBP 1.2316 -0.7% -2.0% -2.8% 

Source: Bloomberg, ICE Indices, as of 19 April 2024. *QTD denotes returns from 31/03/2024.  
 

Chart of the week – Euro / dollar Exchange Rate – YTD 

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 22 April 2024. 
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Macro / government bonds 

Last week we saw a further rise in yields across sovereign bond curves. Momentum was only 
checked temporarily last Friday amid a rise in geopolitical tensions in the Middle East after 
Israel bombed Iran in a retaliatory attack. During the week, the yield on the US 2-year rose 7bps 
to 4.99%, setting the tone for bond markets globally. The catalyst for the rise in yields was the 
growing tension between the resilience of the US economy and the path to lower US interest 
rates. Although Jay Powell, Fed Chair, had used terminology such as “bumpy” to describe the 
disinflationary process, he could no longer publicly ignore the strength of recent inflation 
readings. He changed the tone of his messaging, affirming that it was likely to take longer than 
expected for inflation to return to their 2% target – a view the market had already arrived at. 
Various Fed speakers supported his message, describing monetary policy as being in a good 
place and calling for the need for patience on disinflation. At a conference, New York Fed 
President, John Williams, in response to a journalist’s question on the potential for higher 
inflation, admitted there could be a scenario where monetary policy could tighten, although this 
was not his base case scenario. His remarks caused some temporary market indigestion. 
  
The big data numbers for last week included US retail numbers, which came in stronger than 
expected. The data underlined the strength of the US consumer, supporting the narrative of a 
robust US economy. The market continued to respond to the re-pivot to the ‘higher for longer’ 
message, by pricing out rate cuts by year end. In the space of just four months, the market has 
moved from pricing 6 quarter point rate cuts by year end to just 1.6 quarter point rate cuts. The 
rise in yields across the US yield curve attracted buyers, providing support to valuations and 
preventing any knee-jerk gap wider in yields.  
 
At the European Central Bank, ECB president Christine Lagarde continued to prepare the way 
for looser monetary policy, pointing to the fading impact of past supply shocks, lower commodity 
prices, and tight monetary policy. She repeated her message that further disinflation would 
depend upon the interplay of labour costs and profit margins. The June meeting remained firmly 
in her cross hairs for loosening monetary policy. The question for the ECB is how much to cut 
interest rates by, ahead of the Federal Reserve, without triggering euro weakness, which would 
have an inflationary impact. The other key question for the ECB is what happens after June, 
and what the sequencing of interest rate cuts would look like. 
 
In terms of broad positioning on our Global Rates desk, we are neutral on the US, while we 
retain long positions in the UK and Europe. To take advantage of the widening in yield spreads 
between Germany and UK, we stitched out of Germany into the UK last week at the 10-year 
maturity point. We remain constructive on fixed income with a focus on generating alpha 
through relative value cross market and curvature strategies. 

Investment grade credit 

Global investment grade spreads drifted wider after recent calm ending the week with a spread 
for the global market of around 101bps (around 3bps wider for the week). 

This week brings a heavy roster of corporate results with around 175 of the S&P 500 reporting. 
High profile companies issuing earnings statements include Alphabet, Microsoft, Verizon and 
Tesla. This comes at a time of recent weakess in risk markets including equities. Meanwhile, in 
spite of lower volumes of new issuance in the corporate bond market – related to the release of 
earnings – there were also outflows from some credit markets for the first time in quite a while, 
accroding to data from JP Morgan. 

The outlook for credit markets remains mixed in our view. On the positive side, growth 
estimates are being upgraded, especially in the US. This comes at a time of robust corporate 
and banking sector health with low levels of leverage and high levels of capital respectively. 
However, valuations / spreads are rich when compared to government bond yields and the 
hope of a market supportive easing in policy conditions seems further away than ever according 
to market pricing for the US. 
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High yield credit & leveraged loans 

US high yield valuations widened to YTD highs amid resurfacing geopolitical tensions, 
increasing equity volatility, and sizeable fund outflows. The ICE BofA CP Constrained Index 
returned -0.58% and spreads were 12bps wider. The yield-to-worst of the index increased to 
8.22%. According to Lipper, retail high yield bond funds reported a $3.7bn outflow for the 
week. This was the largest weekly outflow since March 2023’s regional banking driven 
volatility. Meanwhile, the average price of the Credit Suisse Leveraged Loan Index declined 
only slightly to $95.8 amid the risk-off tone with strong technicals continuing to support the 
market. Retail loan funds extended their inflow streak to 17 weeks with $153m contributed.   

European High Yield was weak last week with spread decompression, the first net outflows from 
the asset class since mid-December 2023 and ETFs pricing at a discount for the first time this 
year. Spreads finished the week basically unchanged at 385bps, though yields rose marginally 
(+4 bps) to 7.20%. The -0.30% performance decline came on the back of especially poor 
performance in CCCs (-1.3%), while €179m exited EHY via both ETFs and managed accounts 
(after a respectable YTD inflows of €5.6 bn). The primary market was busy with six new issues 
totalling €2.55bn gross: these new bonds were generally oversubscribed with pricing coming in 
well inside initial price talk. That said, some weakness is starting to creep in as a few of them 
soon traded below initial offering in the secondary market. The coming week is also expected to 
be primary heavy with the potential of €3bn including talk of a €1bn deal from Grifols, the 
Spanish healthcare group. 

In rating news, Mahle the Germany auto supplier was downgraded to Ba3 from Ba2 by 
Moody’s. This came the day after the comapny announced lower leverage (with continued focus 
for further deleveraging) but also lowered its forecast for global automotive production.   

In M&A news, there is talk of interested parties in Altice France’s XFibre unit with valuations of  
€6-7n being mentioned. Creditor-on-creditor ‘violence’ stories continued with news that two 
creditor groups of ATOS, the French IT firm, have joined forces and are pushing for a 50% 
haircut on the bonds with half of the debt converted into equity. 

 

Asian credit 

TSMC posted positive Q1,24 results and management moderated its guidance for the 
semiconductor market (excluding memory chips) and the foundry sector. TSMC expects the 
semiconductor market to grow by around 10% y/y, lower than its previous guidance of more 
than 10% y/y growth. It expects the foundry sector to grow in the mid-to-high teens, compare 
with its previous guidance of 20%. 

According to Caixin, China is assessing the potential to establish a national platform to acquire 
unfinished property projects and to mitigate downside risk for the sector. The newly built units 
would be sold or rented out as part of social housing initiatives. This support measure could be 
an addition to the ‘white list’ initiative which lists out projects that are eligible for funding support 
from banks. That said, the timeliness of funding support from banks to ‘white list’ property 
projects is dependent on the completion of due diligence by the banks.   
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Structured credit 

The Agency MBS sector was down 84bps alongside other high-quality bonds as interest rates 
moved higher.  

15-year MBS outperformed 30-year and higher coupons did best as the curve bear flattened. 
Spreads also moved wider, which brought in both domestic money managers and foreign 
buyers. Mortgage applications were up 3% led by purchases while housing starts and building 
permits both came in lower. Non-agency supply was boosted by about $1.4bn in new issuance, 
which was very well bid with healthy oversubscription.  

It was an active week in CMBS with four private label deals pricing. Spreads were mixed 
relative to guidance as secondary spreads widened down the capital stack. Downgrades 
continue to outpace upgrades in the sector with a 5:1 ratio last week. The ABS market was also 
busy: 14 deals priced totaling $11bn with another 8+ deals coming this week. Spreads were 
relatively stable.  

Emerging markets 

Rising geopolitical tensions and hawkish Fed speak as a result of strong data out of the US 
resulted in negative returns for the EM hard currency sovereign asset class last week (-0.76%) 
as spreads widened 5bps to 343bps. While spreads currently seem a little rich versus long term 
averages, the yield on offer remains attractive at 8.2%.  

S&P downgraded Israel from AA- to A+ citing that the recent increase in confrontation with Iran 
heightens already elevated geopolitical risks. 

The US House of Representatives approved a $61bn aid package for Ukraine following months 
of delays. Ukrainian bonds were trading higher Monday morning on the back of this news.  

Against a backdrop of uncertain geopolitics, the news that Armenia has agreed to withdraw from 
several Azerbaijani border villages was welcomed. Tensions have been high between the two 
countries and the demarcation of the border is seen as a positive major breakthrough to 
ongoing peace deal talks. It raises the probability of an agreement being reached this year, as 
well as further narrowing the residual tail risk of an Azerbaijan attack, which Armenia PM 
continues to warn about. Despite this, security tensions will likely linger.  

China posted higher than expected GDP for Q1 2024; 5.3% annual rate versus 4.8% estimates 
and 5.2% for the prior quarter. Industrial production and retail sales were, however, weaker and 
house prices fell again.  

The IMF released its growth estimates last week with the emerging markets forecast at 4.3% for 
2024 versus 1.6% for developed markets.  
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