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UK inflation back at target. 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.26% 4 bps 0.7% -0.2% 

German Bund 10 year 2.42% 6 bps -0.2% -1.6% 

UK Gilt 10 year 4.08% 2 bps -0.4% -2.2% 

Japan 10 year 1.00% 5 bps -2.2% -2.7% 

Global Investment Grade 103 bps 1 bps 0.6% 0.7% 

Euro Investment Grade 119 bps -1 bps 0.2% 0.6% 

US Investment Grade 96 bps 1 bps 0.7% 0.6% 

UK Investment Grade 100 bps -2 bps 0.1% 0.1% 

Asia Investment Grade 147 bps 2 bps 1.4% 2.7% 

Euro High Yield 369 bps -5 bps 1.4% 3.1% 

US High Yield 321 bps -8 bps 1.0% 2.6% 

Asia High Yield 605 bps 0 bps 3.3% 9.3% 

EM Sovereign 330 bps -1 bps 0.9% 2.3% 

EM Local 6.6% -5 bps -1.5% -3.6% 

EM Corporate 272 bps -2 bps 1.6% 3.9% 

Bloomberg Barclays US Munis 3.7% 1 bps 0.2% -0.2% 

Taxable Munis 5.1% 6 bps 0.3% -0.1% 

Bloomberg Barclays US MBS 44 bps -2 bps 1.0% -0.1% 

Bloomberg Commodity Index 240.16 -0.6% 3.5% 5.8% 

EUR 1.0721 -0.1% -0.9% -3.1% 

JPY 159.47 -1.5% -5.3% -11.7% 

GBP 1.2667 -0.3% 0.2% -0.7% 

Source: Bloomberg, ICE Indices, as of 21 June 2024. *QTD denotes returns from 31/03/2024.  
 

Chart of the week – UK Inflation back to target, 2004-2024 

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 24 June 2024. 
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Macro / government bonds 

Last week saw little change in government bond yields after the previous week’s shenanigans. 
Indeed, it was a quiet week in most areas of the bond market. 

There was good news (for the Bank of England) in the UK with inflation coming in at 2% y/y 
(see chart of the week) and back at the BoE’s taget rate of 2%. Service sector inflation is still 
running a little ‘hot’, however, which meant that the BoE left rates unchanged at 5.25%.  

European bonds calmed somewhat after the calling of a snap election in France early last week. 
The focus remains on budget deficits, however, with Bloomberg noting that 11 European 
countries are running deficits in excess of the 3% limit. The European Commision forecast that 
deficits in France and Italy will be at least 5% this year and above 4% next. Plenty of bonds to 
go around it would seem. 

The US had a holiday shortened week. Retail sales data underwhelmed with a 0.1% increase 
and jobless claims also rose a little. Business confidence (PMIs), however, increased more than 
expected driven by gains in both the service and manufacturing sectors. 

This week brings US PCE data, euro area inflation statistics and a televised debate between 
Presidential contenders Joe Biden and Donald Trump. The first stage of French elections will be 
held at the weekend. 

Investment grade credit 

Corporate bonds spreads were little changed last week, having widened the previous week on 
French political worries. Notably, French banking bonds were wider by an estimated 10-20bps 
while corporates are around 5-10bps wider since the election result of the prior weekend. 

The Global IG index spread finished the week with a spread to government bonds of 103bps 
according to data from ICE indices. This index still trades around 10% tighter than at the start of 
the year. The tightening has been led by euro and sterling spreads which are 10/11% tighter 
respectively while US dollar spreads are only 8% better. Credit curves have steepened with 
shorter dated bonds tightening more than their longer dated cousins.  

Globally, the real estate sector has performed best followed closely by banking and insurance. 
All sectors are tighter year to date aside media which is fractionally wider. 

There was little specific news in a largely uneventful week with light primary market activity. 

High yield credit & leveraged loans 

US high yield bond valuations were stable over the week amid softer economic data, modest 
flows, and light new issuance.   

The ICE BofA US HY CP Constrained Index rose 0.23% and spreads were 8bps tighter. The 
yield-to-worst of the index declined 0.02% to 7.81%. According to Lipper, retail high yield funds 
saw an $80m inflow. The average price of the Credit Suisse Leveraged Loan Index declined 
slightly to $95.8 as the asset class saw its first retail fund outflow in 26 weeks. That said, the 
week’s outflow amounted to only $16m after a run of inflows totalling $11.4bn cumulatively.  

European high yield returned 0.21%, reversing the previous week’s loss as decompression 
returned. CCCs once again underperformed and was the only rating band with a negative return 
for the week. Flows were positive though softer this week (+€109m) and still focused on 
managed accounts. ETFs were negative and are still trading at a discount for a second week in 
a row. The primary market was relatively lighter but still clocked in at €2.0bn via five new deals. 
Refinancings continue to dominate with this past week’s issuers (largely single B rated) working 
through their 2025 and 2026 maturity walls. 
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In credit rating news, Birkenstock was upgraded by S&P to BB positive from BB-. The rating 
agency cited strong operational performance, loan and RCF funding as well as commitment to 
continued deleveraging. There was good news in the food sector as Morrisons’ senior secured 
debt was upgraded to BB from BB- at Fitch following the completion of £1.7bn debt reduction on 
the back of the filling stations disposal. It should be noted that this was widely expected and the 
issuer had been on positive watch for a while now. 

In sector news, some softness in the auto industry was reported. EU May car sales fell -2.6% to 
1.09m units with most OEM's reporting negative numbers, with high borrowing costs and low 
growth in the region being cited for the drop. This fall, however, comes after months of strength.  
Also, electric vehicle sales are down 11% as high prices continue to put customers off as well 
as concerns about range anxiety and charging infrastructure. There was more weakness in the 
financials sector, specifically in the debt collector space, as Intrum announced its restructuring 
proposal after an agreement with bond holders on its upcoming 2025 bonds, which will mean a 
10% haircut and bond extension for a small equity stake. Lowell, another debt collector, 
announced that it is working with advisors to explore refinancing options.   

 

Asian credit 

The primary market was active with MGM China pricing a 7-year bond to pay down its revolving 
credit facility while Continuum Green Energy issued a 9-year amortizing bond to prepay the 
onshore debentures and fund the tender offer of its existing US dollar bond.  

In India, Vodafone sold an 18% stake in Indus Towers for €1.7bn, of which Bharti Airtel acquired 
an additional 1% stake. This raised Bharti’s stake to 48.95%, below the consolidation threshold 
for the tower business.  

Genting Berhad announced that its 95%-owned subsidiary PT Layar Nusantara Gas has 
entered into an EPCIC (Engineering, Procurement, Construction, Installation and 
Commissioning) contract with Wison New Energies to construct a floating LNG facility. Genting 
Berhad intends to finance the project primarily with project debt and internally generated cash. 

Emerging markets 

A summer-like calm has descended on EM hard currency debt markets, with spreads barely 
changed on either the week or (adjusted for the Venezuela index inclusion) the quarter. Under 
the surface, there are flickers of intra-credit differentiation: weaker, high-beta credits like 
Nigeria, Ecuador, Kenya and Egypt all saw spreads widen, while the BBB cohort recovered 
some lost ground, led by Mexico, where the market’s political nervousness subsided somewhat. 
Recent underperformance in the high yield segment of the market may provide some (very 
welcome) relative value investment opportunities, despite rather rich overall spread valuations. 

Primary market activity has been fairly light: last week’s highlight being Brazil’s $2bn, 7-year 
sustainability bond. 

Local markets have seen somewhat more interesting, the slide in EM currencies having abated 
for now. The sharp sell-off in local rates that occurred around elections in South Africa and 
Mexico has reversed, particularly in the former case; yields on South Africa’s rand-denominated 
bonds are now at the lows of the year, reflecting substantial optimism around the country’s 
embryonic Government of National Unity. 
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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 24.06.2024, 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 
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