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   A drift higher for risk markets. 
Markets at a glance  

 
Price / Yield 

/ Spread 

Change  

1 week 

Index MTD 

return 

Index YTD 

return 

US Treasury 10 year 0.69% 5 bps -0.1% 8.9% 

German Bund 10 year -0.44% 5 bps -0.3% 1.9% 

UK Gilt 10 year 0.21% 4 bps -0.2% 9.4% 

Japan 10 year 0.04% 3 bps 0.0% -1.0% 

Global Investment Grade 154 bps -6 bps 0.3% 3.5% 

Euro Investment Grade 143 bps -4 bps 0.1% -1.1% 

US Investment Grade 154 bps -8 bps 0.4% 5.3% 

UK Investment Grade 144 bps -2 bps 0.2% 3.5% 

Asia Investment Grade 273 bps -3 bps -0.1% 3.1% 

Euro High Yield 542 bps -10 bps 0.4% -4.7% 

US High Yield 617 bps -24 bps 0.8% -4.0% 

Asia High Yield 710 bps -6 bps 0.2% -0.1% 

EM Sovereign 421 bps -12 bps 0.8% -1.1% 

EM Local 4.5% -2 bps 0.6% -6.3% 

EM Corporate 435 bps -7 bps 0.2% 0.0% 

Bloomberg Barclays US Munis 1.5% 1 bps 0.0% 2.1% 

Taxable Munis 2.4% 2 bps -0.1% 8.4% 

Bloomberg Barclays US MBS 67 bps -5 bps 0.0% 3.5% 

Bloomberg Commodity Index 141.21 3.8% 1.0% -18.6% 

EUR 1.1300 0.3% 0.1% 0.3% 

JPY 107.59 -0.3% 0.4% 1.1% 

GBP 1.2488 1.2% 0.7% -5.8% 

Source: Bloomberg, Merrill Lynch, as at 6 July 2020. 

Chart of the week: Global investment grade spreads: 2000-2020 

 
Source: Macrobond and Columbia Threadneedle Investments, as at 30 June 2020. 
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Macro / government bonds 

Core government bond yields were little changed in the holiday-shortened week.  

There remains a sequential improvement in economic data yet a disturbing increase in Covid-19 cases in 
the US. Most notably the monthly US employment report detailed a sharp increase in jobs – approximately 
5 million – and a decline in the unemployment rate to 11.1% (it was nearly 15% a couple of months ago). 

Investment grade credit  

Credit spreads were tighter over the week led by the US dollar market.  

Against a long-term time horizon of 20 years, spreads now are around 0.2 standard deviations cheap – see   
chart of the week. At one stage this number was three times. A noticeable feature of today’s market is that 
cash bonds are trading very cheap to default swaps. It was a quiet week shortened by a US holiday that 
featured fewer new issues than has been the case. Indeed, supply in the US market year to end June was 
around $1.2 trillion, around twice the amount issued last year. European issuance has been similarly robust.  

High yield credit 

The holiday-shortened week resulted in frontloaded issuance and light volumes for US high yield. The asset 
class navigated a volatile week in equities by charting its own more moderate course.  The ICE BofA US 
HY CP Constrained index returned around 0.5% over the week and spreads were 24bps tighter. Trading 
volume was light and multi-point price moves rare as traders and investors weighed a raft of encouraging 
employment and manufacturing data against continued growth in Covid-19 case numbers and renewed 
China tensions.  The primary market issued $3.85 billion through Thursday via nine tranches for the leanest 
weekly new-print output since late April. The asset class saw an abrupt $5.6 billion outflow over the week, 
according to Lipper.  

The European High Yield (EHY) market rally resumed, as spreads tightened again last week, finishing at 
542bps on a beta rally as CCCs outperformed.  Inflows continued with €200 m illion invested into the asset 
class. 
 
The primary market continued to be quite active last week as issuers Fiat, Thyssen Krupp Elevator, INWIT 
(Italian telecom), B&M Retail (UK retail), Leonardo (Aerospace/Defence), and Renk (German auto parts) 
all came to the market, with €6.2 billion supply in euro and sterling bonds.  Issues were comfortably 
oversubscribed.  
 
Deutsche Bank is the latest house to lower its 2020 default rate outlook for EHY, now calling for 4% for 
2020, down from 7%, matching JP Morgan’s current outlook.  
 
With the latest supply of Fallen Angels to enter the EHY universe, the market cap for the asset class 
reached an all-time high at €370 billion.   
 

Leveraged loans  

Loan issuers allocated a number of deals over the past seven days, cleaning up the calendar heading into 
the Fourth of July holiday weekend, as the loan secondary had a rough stretch of trading sessions since the 
middle of last week. The secondary loan market (referencing the S&P/LSTA Leveraged Loan Index) 
returned a negative 0.87% over the week. The average bid of the S&P/LSTA Leveraged Loan Index—at 
89.94 as of 2 July – dropped back below 90 for the first time since 3 June.  As with US high yield, the 
leveraged loan asset class saw a notable spike in outflows with $428 million of withdrawals over the week, 
according to Lipper. 
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Emerging markets 

Emerging markets also returned to rallying mode as EM hard currency and corporate spreads tightened and 
local EM also showing a positive return, this time mainly driven by interest rates.  However, the asset class 
experience outflows of $1.4 billion, the largest in two months.  This was largely from local currency portfolios 
as hard currency portfolios saw only $441 million exit.   
 
Fitch, the credit rating agency, stated that due to the pandemic, the market should expect more downgrades 
of sovereign ratings. The rating agency has already lowered the credit rating of 33 countries in the first half 
of 2020.  
 
In central bank news, Columbia cut rates by 25bps and indicated that further rate cuts are possible.  In an 
unusual turn of events, a new Ukrainian sovereign $1.3 billion bond issue was pulled on news that the 
central bank governor of Ukraine suddenly quit. 
 

Asian fixed income 

Adani Ports and Special Economic Zone (APSEZ) may reportedly raise $1 billion in offshore bonds of up to 
30-year maturity.  The proceeds will be largely used to fund the $2 billion acquisition of a controlling stake 
in Krishnapatnam Port Co, a deal that was announced in January 2020. 

S&P cuts Modernland’s credit rating by a notch to CCC- and lowered its outlook to ‘watch negative’. 
Modernland is facing a higher risk associated with the potential restructuring of its IDR150 billion bond ($10.3 
million) due 7 July. 

In the US, the Federal Communications Commission (FCC) has designated Huawei Technologies and ZTE 
Corp as national security threats. This formalises the proposal raised by FCC in November 2019 that 
requires US telecom service providers to remove networking equipment from suppliers, which are 
designated as threats to national security. 

Commodities 

A strong week as commodities rose 3.4% on the back of strong performance in energy, metals and 
agriculture. Oil prices rose 4% with WTI now trading above $42/barrel. The EIA (Energy Information 
Administration) reported crude oil inventories fell 7.2 million barrels the previous week. Still, inventories are 
above the 5-year average, although refinery figures suggest fuel demand is rising, albeit slowly.   
 
In metals, base metals were up 1.75% with copper as one of the outstanding performers last week. The 
copper price, now back to the highs of January 2020, is reflecting a tightening situation as copper production 
in Peru and Chile are being taken off the market to make mines and smelting operations safer in a Covid-
19 world. In precious metals, gold is fast closing in on the $1,800 price point on the upside.   
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Summary of fixed income asset allocation views  
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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 06.07.2020, 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 research and analysis included in this publication have 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. 
 
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 and relies on Class 
Order 03/1102 in marketing and providing financial services  to Australian wholesale clients as defined in Section 
761G of the Corporations Act 2001. 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.  
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.  

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 (Chapter 622), No. 1173058.  
Issued by Threadneedle Asset Management Limited (TAML). Registered in England and Wales, Registered No. 
573204, Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. Authorised and regulated in the 
UK by the Financial Conduct Authority. 
This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the 
Dubai Financial Services Authority (DFSA). For Distributors: This document is intended to provide distributors 
with information about Group products and services and is not for further distribution. For Institutional Clients: 
The information in this document is not intended as financial advice and is only intended for persons with 
appropriate investment knowledge and who meet the regulatory criteria to be classified as a Professional Client 
or Marketing Counterparties and no other Person should act upon it.   
 
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group 
of companies. columbiathreadneedle.com 


