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A week is a long time in politics. 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.22% 4 bps 1.1% 0.2% 

German Bund 10 year 2.47% -3 bps 0.4% -1.7% 

UK Gilt 10 year 4.14% 3 bps 0.7% -2.2% 

Japan 10 year 1.06% -1 bps 0.2% -3.1% 

Global Investment Grade 98 bps 1 bps 1.2% 1.5% 

Euro Investment Grade 108 bps 1 bps 0.9% 1.4% 

US Investment Grade 93 bps 1 bps 1.4% 1.4% 

UK Investment Grade 95 bps 0 bps 0.9% 0.8% 

Asia Investment Grade 149 bps 0 bps 0.9% 3.4% 

Euro High Yield 361 bps 2 bps 0.8% 4.0% 

US High Yield 309 bps -10 bps 1.4% 4.1% 

Asia High Yield 595 bps -3 bps 1.4% 11.3% 

EM Sovereign 346 bps 4 bps 1.1% 3.0% 

EM Local 6.5% 5 bps 1.9% -1.8% 

EM Corporate 271 bps -3 bps 1.0% 4.9% 

Bloomberg Barclays US Munis 3.6% -2 bps 0.7% 0.3% 

Taxable Munis 5.1% 5 bps 1.3% 0.1% 

Bloomberg Barclays US MBS 43 bps 1 bps 1.4% 0.4% 

Bloomberg Commodity Index 231.39 -3.1% -3.2% 1.8% 

EUR 1.0890 -0.2% 1.6% -1.4% 

JPY 156.64 0.2% 2.2% -10.4% 

GBP 1.2929 -0.6% 2.1% 1.4% 

Source: Bloomberg, ICE Indices, as of 19 July 2024. *QTD denotes returns from 30/06/2024. 
 

Chart of the week – Consensus US GDP forecast for 2024 (2023/24)  

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 19 July 2024. 
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Macro / government bonds 

During the last eight days we have seen an astonishing and unprecedented sequence of events 
in the US presidential race. Last weekend we saw the attempted assassination of Donald 
Trump, and (late Sunday night) the announcement from President Biden that he would not 
stand for re-election.  

Although the Biden news occurred when markets were closed, and could of course trigger a 
reaction, we note that the US Treasury market remained remarkably stable last week, and that 
10-year yields remained stuck around the 4.20% level. Does the US Treasury bond market 
know how to price the election at this stage? 

It wasn’t greatly different in Europe where political news (the re-election of Ursula von der Leyen 
as European Commission president) was ignored.  

Perhaps the key for bond markets was that the pricing of rate cuts did not change meaningfully 
during the week. The US Federal Reserve is still priced for around 60bps of cuts in 2024, and 
the European Central Bank is still priced for 45bps. Economic data will be the key to changing 
these expectations. This week brings second quarter US GDP data: expectations for growth this 
year had been steadily rising and now stand at 2-2.5% for 2024 (see Chart of the week). 

Our global rates desk remains long duration and express the position primarily in the US 
Treasury market.  

 

Investment grade credit 

It was a quiet week for investment grade bonds. 

Global investment grade credit spreads were little changed last week at 98bps, which is only a 
few basis points wide of the year’s tightest spreads (94bps) according to data from ICE indices. 

There was little issuer specific news to report though European banks’ results thus far point to 
decent return on equity, peaking margins and cost of risk (asset quality) that remains better than 
normal at a time of high levels of capital. Additionally, there was a report in the Financial Times 
that US media giant Warner Brothers Discover may seek to separate its legacy TV assets from 
its growth businesses (streaming and studio). This would mark a shift in strategy – this  
unconfirmed story pushed the company’s bond spreads wider. 

As we enter the summer period, the IG market is supported by strong technicals in the form of 
an expected reduction in net supply at a time of strong demand (driven by higher yields and 
steeper credit curves). Credit fundamentals remain robust with low levels of leverage for 
corporates and high levels of capital for banks. Against these supportive factors are valuations / 
spreads which are expensive. When we look at constant credit rating (BBB rated); global 
corporate spreads; and adjust for changes in index duration, the market is around 0.5 standard 
deviations rich to its long-term average. It is worth noting that over the last 25 years, however, 
the market has traded richer than this for over 60% of the time. In short spreads are tight – but 
not alarmingly so. 
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High yield credit & leveraged loans 

US high yield bond valuations continued to tighten with support on both the spread and rate 
fronts amidst manageable new issuance and sizeable inflows.  

The ICE BofA US HY CP Constrained Index returned 0.30% and spreads were 10bps 
tighter. The yield-to-worst of the index declined 11bps to 7.59%. According to Lipper, retail high 
yield funds reported a $3.3bn inflow for the week – the largest fund inflow for the asset class 
since January. Meanwhile, in floating rates the average price of the Credit Suisse Leveraged 
Loan Index was unchanged at $95.8. Retail loan flows continued for a third consecutive week 
with $634m contributed.   

European high yield saw sideways trading overall, but still came with another positive return 
week (+0.13%), despite spread widening (+2bps to 361bps) as yields fell (6bps to 6.82%) on 
the back of macro weakness. Decompression returned as CCCs performed negatively (-0.10%) 
underperforming BBs and Bs. The primary market was busy with €2.8bn coming to the market 
in six new issues (largely refinancings), and generally coming inside of initial price talk. Issuers 
have been strongly encouraged to come to the market before the start of the summer lull and to 
avoid political volatility and possible market instability that might come in the autumn. 

In M&A news, Fnac Darty (French retailer,BB+ but negative outlook) has offered to buy Unieuro 
(largest Italian consumer electronics retailer with €2.6bn in revenue per annum) for €249m in 
cash and stock. 

On the LME (liability management exercise) front, an ad hoc group of shorter dated Intrum 
noteholders has sent the company a demand letter informing they have signed a cooperation 
agreement to oppose the group’s restructuring proposal. This group argues Intrum’s 
restructuring proposal, announced last month, violates the terms of the 2025 notes and is 
therefore cannot legally be implemented. 

 

Asian credit 

China’s Third Plenum concluded last week without any significant surprises in its initial 
communique. In essence, the Third Plenum continues to prioritize high quality economic 
development, the integration of urban-rural development, pushing innovation and tech 
development, supply chain resilience as well as improving national security. On another hand, 
there was little mention on the stimulus for domestic demand and consumption. Accordingly, we 
look towards the quarterly Politburo meeting in late July for more policy direction, if any, in 
boosting the domestic demand environment. Following the initial communique of the Third 
Plenum, the government will release a more comprehensive and detailed report shortly.   

In a dovish move, the People’s Bank of China has reduced the 7-day OMO reverse repo rate by 
10bps to 1.7% with a 10bps cut for both the 1-year and 5-year Loan Prime Rates. The policy 
easing is a response to the government’s expectation of near-term macro headwinds, as 
disclosed in the initial communique.  

TSMC raised its FY’24 guidance for revenue growth to above mid-20% (US dollar terms), 
compared with its previous guidance of low-mid 20%. The company has benefited from the 
growth in AI-related demand and the structural demand for energy-efficient computing.  
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Emerging markets 

EM hard currency sovereign bonds posted negative returns (-0.4%) last week owing to slightly 
wider spreads and a negative contribution from US Treasuries. Spreads now stand at 392bps 
and the 4bps widening came from high yield countries. The Middle East was the only region to 
register a positive return. 

Investment grade rated Romania confirmed its plans to ask the European Commission to 
extend the period it needs to narrow its budget deficit toward the 3% GDP limit to seven years 
from the current three years, in order to accommodate record infrastructure spending. The 
request will not be viewed favourably by ratings agencies who could cut the country’s current 
stable outlook to negative or even downgrade one notch to high yield. 

There is news emerging that a $20bn debt restructuring deal has been reached between bond 
holders and Ukraine. A haircut of 37% has been accepted. At the time of writing, the Ukrainian 
bond curve was 2-3 points higher as a result of the positive news. 

Moody’s gave Turkey a 2-notch upgrade from B3 to B1, outlook positive. The ratings agency 
cited that the key driver of the upgrade was improvements in governance, more specifically the 
decisive and increasingly well-established return to orthodox monetary policy, which was 
yielding results in terms of reducing the country’s major macroeconomic imbalances. 

In terms of flows, positive momentum continued as EM bonds enjoyed net inflows over the 
week thanks to hard currency bonds while local currency continued to witness outflows.  

In central bank news, policy makers in South Africa and Egypt opted to hold interest rates at all 
time highs of 8.25% and 27.25% respectively.   

 

Responsible investments 

The ESG labelled bond market has been relatively quiet in the last few weeks.  

Year-to-date issuance is around $630bn, according to Bloomberg, and around 5.4% up on the 
same period last year. One bond issuance of note was a mega green bond deal from a Middle 
Eastern renewable energy company called Masdar: a $1bn issue came to market last week, the 
second from Masdar after a $750m deal last year. According to its Chief Financial Officer, more 
is to come and potentially at a larger size given the plans to target 100 gigawatts of clean 
energy projects by 2030.  
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