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Egalité restored?
Markets at a glance
Price / Yield = Change Index QTD Index YTD
| Spread 1 week return* return
N US Treasury 10 year 4.18% 1 bps -1.3% 2.6%
a an
vid Ofip! German Bund 10 year 2.10% 1 bps 0.9% 2.0%
Executive Director, .
Fixed Income UK Gilt 10 year 4.25% 1 bps -1.4% -1.9%
Japan 10 year 1.05% 0 bps -1.2% -3.0%
- Global Investment Grade 87 bps -2 bps 0.1% 5.2%
ContrlbUtors Euro Investment Grade 99 bps -7 bps 1.5% 5.4%
US Investment Grade 81 bps -1 bps -0.6% 5.1%
David Oliphant R o, o,
Investment Grade Credit UK Investment Grade 84 bps 3 bps 0.2% 2.4%
Asia Investment Grade 124 bps 4 bps -0.3% 6.3%
Euro High Yield 320 bps -36 bps 1.6% 8.6%
Simon Roberts ) ' o o
Macro/Government Bonds US High Yield 267 bps -5 bps 1.0% 9.2%
Asia High Yield 520 bps 1 bps 0.2% 14.7%
E - 0 °
Angelina Chueh EM Sovereign 300 bps 4 bps 0.0% 8.1%
Euro High Yield Credit EM Local 6.3% 3 bps -5.1% -0.4%
EM Corporate 250 bps 0 bps 0.0% 8.6%
i 0, - 0, 0,
Chris Jorel Bloomberg Barclays US Munis 3.4% 5 bps 0.6% 2.9%
US High Yield Credit, Taxable Munis 4.9% -5 bps -0.8% 3.9%
US Leveraged Loans Bloomberg Barclays US MBS 39 bps -2 bps -1.0% 3.5%
Bloomberg Commaodity Index 237.87 -0.6% -2.0% 3.7%
Kris Moreton
Structured Credit EUR 1.0575 -0.1% -5.1% -4.3%
JPY 150.90 -0.1% -4.2% -6.0%
Justin Ong GBP 1.2783 0.1% -4.7% 0.1%
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Source: Bloomberg, ICE Indices, as of 6 December 2024. *QTD denotes returns from 30 September 2024.

Chart of the week: Greek versus France government bond yields, 2004-24
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Macro/government bonds

The weekend was full of news. Syrian president Bashar al-Assad's reign collapsed as rebel
forces ousted him. With Russia and Iran (historic backers of the Assad government) distracted
by other conflicts, the rebel forces seized their opportunity. The situation doesn't seem to be
moving global bond yields at the moment (Crude oil prices rose by 0.4% overnight) but has
longer-term implications for the geopolitical hotspots in the world.

In South Korea, opposition lawmakers indicated on Saturday that they would push for another
impeachment vote on President Yoon after the first one failed.

The previous week ended with a mixed US jobs report for November. The headline gain for
non-farm payrolls was +227,000 versus a 220,000 consensus expectation. However, the
unemployment rate ticked up to 4.246% (versus an expected 4.1%). The probability of a
December rate cut moved to 85% from 70% on Friday, which proved supportive for US
Treasuries. The two-year Treasury yield fell by -4.7bps last week to 4.104%. Meanwhile, the 10-
year yield fell by -1.6bps.

There was political turmoil in France as the government lost a vote of no confidence. However,
while the France-Germany 10-year spread initially hit its widest since 2012 last Monday, it then
continued to fall over the rest of the week to close at 77bps. Interestingly, French and Greek
government bond yields are almost exactly the same now (see Chart of the Week).

In China, consumer price inflation cooled to +0.2% year-on-year in November (versus an
expected +0.4%) — the lowest in five months and down from a +0.3% increase in October. The
grind lower in prices continues to lead bond yields down in their wake.

Investment grade credit

Investment grade markets made advances in terms of spreads last week, as yield buyers and
low levels of issuance supported the market into the year end.

The euro market outperformed last week (-7bps) led by gains from French issuers and the auto
sector, which has been one of the weaker sectors year-to-date. Industrials also performed well,
while healthcare and technology lagged the rally. Year-to-date, euro-denominated IG spreads
are 27% tighter while US dollar bonds are trailing by 5% in terms of spread change. Shorter-
dated bonds outperformed in spread terms in both markets as credit curves steepened.
Globally, all industry sectors have seen spread tightening, with real estate and financials (banks
and insurance) the clear winners.

Another notable feature of the market has been M&A activity and speculation. This included
Credit Agricole increasing its stake in Italian bank Banco BPM. Meanwhile, there were press
reports of a tie up between the world’s third and fourth largest advertising businesses, Omnicom
and Interpublic, which would create the largest agency globally. In the UK there were reports of
bidding for troubled water company Thames, which saw bonds rally last week.

High yield credit & leveraged loans

US high yield bond valuations tightened amid lower US Treasury rates and Federal Reserve
rhetoric indicating the Federal Open Market Committee is likely on track to deliver a 25bps cut
at the upcoming meeting. The ICE BofA US HY CP Constrained Index returned 0.48%, while
spreads were 4bps tighter ending at +289bps. The index yield to worst declined 0.15% to
6.99%. According to Lipper, US high yield bond retail funds saw a $429 million inflow for the
week, bringing year-to-date inflows to $20.1 billion. In leveraged loans, the average price of the
Credit Suisse Leveraged Loan Index increased slightly to $96.5, a three-month high, as the
asset class saw continued inflows. Retail loan funds saw $776 billion contributed for an eleventh
consecutive weekly inflow, increasing year-to-date net inflows to $18.4 billion.
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European HY had a strong start to the last month of the year, as the week returned 0.51% with
spreads contracting 22bps to 320bps, while yields fell 12bps to 6.06%. It was another week of
strong inflows with €544 million coming into the sub asset class via both ETFs and managed
accounts, though the latter outstripped the former by three times. The primary market was a
little subdued but still solid with €1.9 billion of new corporate credit bonds, including a new
issuer in the universe, Asmodee, the French board game company behind Exploding Kittens.

In credit rating news, Aramark was upgraded by Moodys to to Ba2 from Ba3 on credit metric
improvements expectations.

In shedding assets news, ELO (Auchan) confirmed that local operatory Indotek is taking a 47%
in Auchan Hungary. Similarly, there was action in telcos with lliad announcing the sale of 50%
of its stake in data center business OpCore to Infravia for €860 million. At the same time, the
French wireless operatory announced plans to invest €2.5 billion over the next 10 years to
expand the business in Europe via M&A.

In other M&A news, debt collector Arrow announced it would take over French debt collector
iQera in a restructuring deal. In utilities, infrastructure investor Covalis submitted a bid of £5
billion for full Thames Water ownership. This would include £1 billion up front and raising the
other £4 billion via asset sales, refinancing and the listing. Covalis also said that French water
management company Suez would join as an operating partner.

Finally, in sector news there was a much improved general picture for real estate. There is a
stronger tone across the sector, even in the case of universities. Al is supporting a strong
demand for data centers with shopping malls also being viewed more positively.

Asian credit
The weekly outflow in emerging market bond funds eased to US$750 million, following a $2.7
billion outflow in the previous week, largely due to the slower outflow in hard currency funds.

The Central Work Economic Conference (CEWC) in China will be held on 11-12 December.
The conference, which will be chaired by President Xi, is closely watched for broad policy
guidance and economic priorities for the year ahead. However, the specific numerical targets
will likely be disclosed only before the annual spring National People’s Congress (NPC) in
March 2025.

The US has increased restrictions on China’s access to semiconductor manufacturing tools and
Al memory chips, notably high-bandwidth memory chips (HBMs). The Bureau of Industry and
Security (BIS) placed new controls on 24 types of semiconductor manufacturing equipment and
three types of software tools. BIS also announced controls on HBMs and made 140 Entity List
additions to restrict China’s ability in producing advanced semiconductors for military
applications.

In South Korea, President Yoon Suk Yeol declared martial law, which caught the country by
surprise. The declaration was criticised by the president’s own ruling party, the PPP or People
Power Party. While the martial law was short lived, it triggered a period of elevated political
uncertainty in the country. The opposition Democratic Party of Korea (DPK) brought an
impeachment motion over the weekend, but the National Assembly was unable to gather
enough votes due to the walkout by PPP legislators. PPP is not supportive of impeaching the
president at the moment, but there is immense pressure within the party for the president to
resign. If he steps down, a presidential election must be held within 60 days, during which the
prime minister will assume the role of acting president.
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Emerging markets

Emerging market spreads remained resilient this week, despite heavy news flow. EM bond
spreads ended the week at 300bps over US Treasuries, 5bps tighter than the week prior, and
returned 0.76% in USD. EM local returned 21bps, mostly from carry and duration.

The Reserve Bank of India held its final monetary policy meeting of the year and left benchmark
interest rates unchanged. GDP growth expectations for FY25 were lowered to 6.6% from 7.2%,
while inflation projections increased to 4.8% from 4.5%. This is on the back of a slowdown in
India's real GDP growth and projections that food inflation in Q3 next year will be high.

In a period of just six hours, South Korean president, Yoon Suk Yeol, declared then revoked
martial law on Tuesday night, igniting a political crisis and narrowly avoiding impeachment over
the weekend. The Korean won was down 2% against the dollar, the worst performer in Asia last
week. Heightened political tension compounded concerns about US-South Korea ties should
US president-elect Trump turn his focus from China to Korea.

China's benchmark bonds have dipped below 2% — a 22-year low — on bets that the PBOC will
ease monetary policy further. Following stimulus deployment in late September, China's
recovery appears to be off to a slow start. Recent data on the property market showed that
year-on-year sales growth is still negative. Investors are watching for annual targets from
China's annual economic planning meeting, which will take place later this week.

Colombian finance chief Ricardo Bonilla resigned on Wednesday amid corruption allegations at
a critical stage for the government’s bid to raise taxes. Deputy finance minister, Diego Guevara,
has been promoted in his place, causing the Colombian peso to swing between gains and
losses as Guevara vowed to curb the fiscal deficit to improve macroeconomic stability.

The overthrowing of the Assad regime in Syria raises more uncertainty over the long-term
stability of the Middle East, with oil prices rising 0.4% in response — although gains were capped
due to a weak demand outlook. Saudi Aramco notified Asian customers that it was reducing
prices for sales to the region to its lowest level since 2021 on Sunday evening.

Key new issues were Mexico, Poland and Sri Lanka. The trend of positive credit ratings for EM
continues, with S&P affirming Estonia with an A rating.
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Strategy and positioning

Fixed Income Asset Allocation Views L COLUMBIA

Views Risks to our views

(relative to risk free rate)

Overall Fixed = Post-election enthusiasm has moved spreads to generational | = Upside risks: the Fed achieves a soft landing
Income tights. Volatility has decreased since October and with no labour softening; lower quality credit
Spread Risk fundamentals remain stable. outlook improves as refinancing concems
. = The groupremains negative on credit risk overall and ease; consumer retains strength; end to Global
Under- —y—p—1—— Over- downgraded High Yield Corporates to the most negative wars
weight -2 -1 0 +1 +2 weight duetorich i = Downside risks: Fed is not done hiking and
= The Federal Reserve has decreased to policy rate by 75bps unemployment rises, or the Fed pivols too
since September. The CTI Global Rates base case view is that early and inflation spikes. Restrictive palicy
the pace and magnitude of additional cuts is uncertain and leads to European recession. China property
dependant on inflation and labor market conditions. meltdown leads to financial crisis. 2024
= The group is monitoning Donald Trump’s fiscal policy proposals.  elections create significant market volatility
and personnel appointments to anticipate 2025 policy rate path
and industry differentiation.
Duration = Longer yields to be caplured by long-run structural downirends | = Inflationary dynamics become structurally
(10-year) s inreal yields persistent
$ = Infiation likely to normalize over medium term, althoughsome | = Labour supply shortage persists; wage
(P’ = Periphery) Short 240" +1'+2 Long areas will see persistent pricing pressures pressure becomes broadand sustained
P € = Fiscal expansion requires wider temm premium
= Long run trend in safe assetdemand reverses
Currency = Dollar has been supported by US growth exceptionalismand ™ Central banks need to keep rates at teminal
('E' = European EM depricing of the Fed while the ECB looks settoembark on a for much longer than market prices, to the
Economic Area) Al cutting cycle detriment of risk and growth and to the benefit
é = Dollar likely to continue to be supperted intoyearend, where a of the Dollar
Long Trump presidency looks most likely, and with it a retum to tarffs
Short-2 -1 0 +1 +2 and America First policy.
€ £
$
Emerging = Disinflation underthreat butintact EM central banks still in = Global carry trade unwinds intensify, hurting
Markets Local easing mode. EMFX performance.
(rates (R)and  Under- R Over- ™ Realyields remain high - = Stubborn services inflation aborts EM easing
= Selected curvesconlinue to held atiracive risk premium cycles.

"y T
currency (C)) weight -2 -1 g 1 +2 weight Uptick in volatiity

Disorderly macro slowdown boosts USD on
flight-to-safety fears

Emerging = Index spreads rallied following the US election, despite = Global election calendar (US, LATAM)
Markets Trump's protectionist platform = \Weak action from Chinese govt, no additional
Sovereign = The Group remains conservatively positioned and disciplined support for property and commercial sectors
Credit (USD ] regarding valuations, reducing exposure where risk premium | = China/US relations deteriorate.
b, Under- rT—TT T Qver- has compressed matenally. = Spill over from Russian invasion and Israel-
denominated) weight -2 -1 0 +1 +2 wejght | ® Taiwinds: Chinastimulus, stronger growth outiook. disinflation,  Hamas war: local inflation (esp. food &
IMF programs. commodity), slow global growtn.
= Headwinds: US trade policy & USD strength, Middle East = Potential for the start of a new war in the
tensions, higher debt to GDP ratios, wider fiscal deficits, slow conflict between Israel and Iran
restructurings
Investment = Spreads are at the tightest levels since 1998. Cument = Tighter financial conditions lead to European
Grade Credit valuations limit spread compression upside and provide little slowdown, corporate impact.
compensation for taking additional risk. = Lending standards continue tightening, even
= The groupis keeping an eye on post-election industry after Fed pauses hiking cycle.
under-—r—r—71—T1 Over- differentiation. = Rate environment remains volatile.
weight -2 -1 0 +1 +2 weight a 2024 earnings have been above expectations. Resits and = Consumer profile deteriorates
commentary from issuers do notindicate fundamental = Geopolitical conflicts worsen operating
deterioration environmentglobally.
= |G analysts expect strong fundamentals and decade-low
leverage for2024/ 2025.
High Yield = The group has downgraded High Yield becausethe extremely | = Lending standards continuetightening,
Bonds and rich valuations are misaligned with a cautious fundamental increasing the cost of funding
Bank Loans outlook. = Default concems are revised higher on greater
= Earnings season performed within expectations; however, the demand destruction, margin pressure and
| | group still has a cautious view of fundamentals given Macro risks
Under- —p—p—1—— Over- management guidance, CTI default forecasts, and the increase| = Rally in distressed credits, leads to relative
weight -2 -1 0 +1 +2 weight | inlender-ondender violence and liability management underperformance
exercises = Volatility in the short end of the curve, eroding
= Weaker outiook for cyclical industrial and consumer sectors. potential upside where we are positioned for
= The Groupis conservaiively positioned but remains opento carry.
attractive high quality relval opportunities.
Agency MBS = Spreads have backed up following the electon and November = Lending standards continue tightening even
FOMC after Fed pauses hiking cycle
m = The Group remains positive on Agency MBS because thecamy = Fed fully liquidates position
Under- Over- and convexity are still attractive, and prepayment risk is low = Market volatility erodes value from camying.
ht |_2 40 +1| +2| ht because of elevated mortgage rates. = More regional bank turmoil leads to lower
weig welght | o prefer call-protected Inverse 10 CMOs, a large beneficiary of coupons 1o underperform
aggressive cutting cycle. Difficult to increase position sizing as
few holders arewilling to sell into the current rate environment
Structured = Neutral outlook because of decentfundamentals andrelvalin | = Weakness in labour market
Credit select high quality issues. = Consumer fundamental position (especially
Non-Agency = RMBS: Spreads near YTD tights. Fundamental metrics, such lower income) weakens with inflation and Fed
MBS & CMBS as delinquencies, prepayments, and foreclosures remain solid tightening. Consumer (retailtravel) behaviour
. overall. Pockets of weakness emerging fails to return to precovid levels
Under- T T Over- = CMBS: We are in the early stages of the office deterioration = Student loan repayments weaken consumer
weight 2 -1 0 +1 +2 weight story. Outside of office, floaters and near-tem maturities, profile more than anticipated, affecting spreads
performance has remained healthy. on a secular level
= CLOs: Demand remains highgiven relative spread to other = High interest rates turn home prices negative,
asset classes; aclive new issue market. Defaults remain low, punishing housing market

but CCC buckets are rising with lower recoveries.

ABS: 60+ Day delinquencies are elevated, driven by inflation
and credit score drift. Spreads tighter over the past month; the
group prefers higher quality, liquid securities.

Cross sector contagion from CRE weakness.
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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 21.10.2024, 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 X1
P E LA PRAT PR 22 1. 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
(Chapter 622), No. 1173058. In Japan: Issued by Columbia Threadneedle Investments Japan Co., Ltd. Financial Instruments Business
Operator, The Director-General of Kanto Local Finance Bureau (FIBO) No.3281, and a member of Japan Investment Advisers Association and
Type Il Financial Instruments Firms Association. Columbia Threadneedle Investments is the global brand name of the Columbia and
Threadneedle group of companies. columbiathreadneed|e.com
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