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Keep calm and carry on 
Markets at a glance 

 
Price / Yield 

/ Spread 
Change  
1 week 

Index QTD 
return* 

Index YTD 
return 

US Treasury 10 year 4.90% -1 bps -1.0% -2.7% 

German Bund 10 year 2.85% -4 bps 0.1% -1.1% 

UK Gilt 10 year 4.60% -5 bps -0.7% -5.3% 

Japan 10 year 0.89% 5 bps -1.2% -1.6% 

Global Investment Grade 140 bps -2 bps -0.9% 0.1% 

Euro Investment Grade 160 bps -2 bps 0.1% 2.4% 

US Investment Grade 131 bps -2 bps -1.4% -1.0% 

UK Investment Grade 136 bps -1 bps -0.3% 0.8% 

Asia Investment Grade 206 bps 5 bps -0.7% 1.7% 

Euro High Yield 508 bps -2 bps -0.7% 5.6% 

US High Yield 453 bps 1 bps -1.6% 4.3% 

Asia High Yield 957 bps 11 bps -1.2% -5.8% 

EM Sovereign 376 bps -3 bps -1.7% -0.6% 

EM Local 6.9% -4 bps -0.6% 3.6% 

EM Corporate 348 bps 3 bps -1.2% 2.2% 

Bloomberg Barclays US Munis 4.5% 1 bps -0.9% -2.3% 

Taxable Munis 5.8% -6 bps -2.4% -2.5% 

Bloomberg Barclays US MBS 77 bps -3 bps -1.9% -4.1% 

Bloomberg Commodity Index 239.27 -0.1% 1.2% -2.3% 

EUR 1.0589 -0.3% -0.1% -1.3% 

JPY 149.83 0.1% -0.2% -12.4% 

GBP 1.2129 -0.3% -0.6% 0.3% 

Source: Bloomberg, ICE Indices, as of 27 October 2023. *QTD denotes returns from 30/09/2023.  
 

Chart of the week – ECB policy rate vs eurozone inflation 

 

Source: Bloomberg, Columbia Threadneedle Investments, as of 28 October 2023. 
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Macro / government bonds 

Fixed income markets remain nervy, with volatility encouraging ‘gap and fill’ activity from market 
participants who took advantage of any price weakness to add to positions. We are clearly 
within ‘terminal rate’ territory in core markets, but when is monetary policy likely to shift? 
Nobody in the market can approach this question with any confidence. In the US, annualised 
GDP for the third quarter came in at a stonking 4.9%, contrasting to the previous figure of 2.1% 
for the second quarter. Personal consumption also came in stronger than expected at 4%. The 
surprising resilience of the US economy has been attributed to the strength of the labour 
market, wage growth, and the running down of excess savings built up during the pandemic era. 
PMI data on the US economy, mirrored that of the GDP data, with both manufacturing and 
services remaining in expansionary territory. This has created a dilemma for the US Federal 
Reserve, as it cannot yet close the door on monetary tightening whilst the economy remains so 
buoyant. The other factor placing upward pressure on US treasury yields has been the 
increased level of treasury issuance, which appears likely to rise again when the US Treasury 
announces its financing schedule for the fourth quarter later this week. The Bank of Canada 
held tight on interest rates, keeping them at 5%. The market interpreted its actions as modesty 
bearish, while the central bank could not rule out further rate hikes.  

In Europe, the European Central Bank met to determine interest rate policy. The market had not 
been expecting any change to interest rates and Christine Lagarde, President of the ECB, duly 
delivered. While she talked up the progress that had been made on inflation, she could not point 
to any turning point in monetary policy and emphasised the need for an extended period of 
monetary policy restriction if the central bank is to guide inflation successfully back to its 2% 
target (see chart of the week). She pointed out that whilst credit dynamics in the eurozone 
economy have deteriorated, the labour market remains too tight and has been one of the drivers 
of inflation. In the background, geopolitical tensions continued to percolate, although they failed 
to overwhelm market price action. Lagarde stated at the accompanying price conference that 
the ECB remained attentive to the risks posed to energy prices, and thereby eurozone inflation, 
from any escalation in geopolitical tensions. She also addressed the future operations of the 
Pandemic Emergency Purchase Programme, stating that it had not been discussed by the ECB 
in response to a direct question from a journalist. Prior to the meeting, there had been talk in the 
marketplace about potential adjustments to the programme, which continues to re-invest 
principal at maturity. At the margin, this was positive for peripheral eurozone bonds, as a price-
insensitive buyer remains at the table for the time being. 

Positioning in global rates mandates can be characterised by modest long duration positions 
and yield curve steepening positions across core markets. We believe we are getting closer to 
the inflection point in markets, as markets position for a shift to easier monetary policy even in a 
‘higher for longer’ interest rate environment. Yield curve steepeners remain a key macro 
position. Fiscally expansionary policies in many countries have increased the need for greater 
sovereign issuance, while there is still debate over whether we will actually make it all the way 
back to 2% inflation targets or if we have shifted to a structurally higher inflation environment. 
Uncertainty around this issue has caused the market to demand higher term premia. 

Investment grade credit 

There was some marginal tightening in most investment grade areas last week except for Asia. 
Euro investment grade continues to outperform with 2.4% returns on the index year to date, 
versus a -1.0% return from US investment grade.  

Issuance is seasonally low given the rise in rates with October issuance looking to end at 
around €250bn raised, according to Bloomberg. Previous October months raised far more than 
this and often north of €300bn. 
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Greece was upgraded to investment grade quality by S&P last week, the first of the three major 
rating agencies to upgrade the country. This follows Greece’s improved budgetary conditions. 
GDP has expanded strongly over the past few years with 2024 GDP expected to rise by 3%, 
double that of the eurozone average. 

High yield credit & leveraged loans 

US high yield valuations ended the week largely unchanged amid elevated interest rate and 
equity volatility. The ICE BofA US HY CP Constrained Index returned 0.38% and spreads were 
unchanged. According to Lipper, retail high yield bond funds saw outflows totaling $942m, 
marking the seventh consecutive weekly withdrawal for a cumulative $10.9bn withdrawn.   
Meanwhile, the average price of the J.P. Morgan Leveraged Loan Index decreased $0.33 to 
$94.84. Retail loan funds saw $123m withdrawn for a fifth consecutive weekly outflow. 

Inspite of a volatile week, European High Yield spreads finished almost flat for the period, 
tightening only 2bps to 508bps while yields fells 11bps, largely helped by the fall in underlying 
government bond yields. It was also another week of decompression with CCCs the only rating 
class to have negative returns (-34bps), strongly underperforming BBs and Bs (both returned 
+49bps each). This was even as flows were strongly negative (-€117m) with funds flowing out 
via ETFs and managed funds. The corporate primary market remained closed with the overall 
EHY market only being offered a small €200m from a Portuguese bank.   

The reporting season is in full swing with certain themes already emerging: some looking good; 
some showing signs of cracks. In the leisure space, we are seeing great results – eg, British 
Airways (airlines) Accor (hotels) – beating expectations and improving guidance. In the 
packaging space, we are seeing misses on the back of destocking and weaker demand (eg, 
Ardagh), while in chemicals there are more signs of the deterioration mentioned earlier this year 
(eg, Chemours (US chemicals) that lowered its guidance for the 2023 full year by 7%). 

In auto sector news, the UAW strike seems to be coming to a close with all three auto 
manufacturers having negotiated a deal worth 25% over four years. Just before the deal 
announcement (and with the posting of poor Q3 financial figures), Ford withdrew its 2023 
guidance. More disposals were announced as companies shore up liquidity and look to reduce 
leverage (eg, AMS Osram, Virgin Media and Vodafone). 

 

Structured credit 

Some relief in interest rates gave the US Agency MBS sector a boost last week. With a return of 
+86bps, the sector was also buoyed by spreads retreating from recent wides. 30-year MBS 
outperformed 15s, as did lower coupon mortgages, with longer durations as the curve flattened.  

In Non-agency, new issuance was light at $500m and secondary trading was also limited. 
Spreads widened by 20bps for Non-qualified and 10-20bps for CRTs. It was also quiet in CMBS 
with only one deal pricing last week, while spreads were mostly unchanged. The story continues 
on downgrades, with 49 bonds from 11 deals downgraded last week, while eight bonds from 
three deals were upgraded. An additional 54 loans reported appraisal value reductions as well. 
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Asian credit 

In India, the National Financial Reporting Authority (NFRA) has started an inquiry on 
S.R.Batliboi (SRB), which is the statutory auditor of five listed Adani companies – Adani Power, 
Adani Green Energy, Adani Wilmar, Ambuja Cements and ACC Ltd. The inquiry will likely 
revolve around SRB’s audit work on the accounting and disclosures of the Adani entities.  

According to a notice by the bond trustee Citicorp International, the failure of Country Garden to 
pay a coupon of $15.4m within the 30-day grace period constitutes an event of default.  

Emerging markets 

There was at last a positive return over the week for the EM hard currency universe. While 
spreads continued to demonstrate resilience (3bps tighter to 376bps), the return from the 
treasury component finally contributed positively to returns: +0.71% for the index. Both the 
investment grade and high yield sub-sectors had positive weeks and African countries led 
returns, particularly Zambia after an agreement in principle with creditors to restructure its debt. 

Turkey continued its newly found orthodox approach to monetary policy with a 500bps hike to 
35% as inflation soared past 60%. Policy makers in Chile surprised markets with a hawkish cut 
of 50bps rather than the anticipated 75bps. This follows Indonesia’s unexpected 25bps rate hike 
the week before, the first since January as both countries look to support their local currencies 
in light of higher oil and food prices. In Hungary, the Central Bank cut rates 75bps to 12.25%, 
which was higher than the 50bps expected. 

In Venezuela bond prices continue to react favourably to the recent relaxation of sanctions in 
the energy sector, financial services sector and secondary market trading (not primary) by US 
investors. The nation’s most widely traded 2027 maturity dollar bond alongside a 2026 maturity 
of state own energy company Petróleos de Venezuela have both seen their cash prices double 
since the easing of sanctions. We view the easing of secondary trading sanctions as more 
permanent given the lower impact on the Maduro government. The market has also become 
increasingly optimistic that the enhanced co-operation between the US and Venezuelan 
government could lead to debt restructuring agreement for government bonds. 

Commodities 

The BCOM index delivered total returns of -0.1% on the week with strength in industrial metals 
being offset by weakness in grains (-1.7%) and energy (-0.5%).  

Oil declined on the week ahead of Israel’s forces advancing into the Gaza strip. The operation 
isn’t as large as feared, which is being taken as a positive as it reduces the probability of Iran 
being drawn into the conflict. Elsewhere we had some encouraging news from China. Domestic 
air traffic numbers were released for Q3, 180m passengers were carried, 2.6% ahead of pre 
pandemic levels (Q3, 2019). However Chinese international traffic is less than half of pre covid 
levels. 

Base metals, led by copper (+2.3%) and aluminium (+1.7%), were supported by the news of 
$137bn worth of sovereign bond issuance by China, the proceeds for which are earmarked for 
improving flood damaged areas and improving urban infrastructure. Changes to China’s budget 
are rare, with the budget deficit now at excepted at 3.8% up from 3.0% previously.       
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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 
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