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Jolly green giant Gilt.                                                                                                                                                                                                                                                                                                                                                  
Markets at a glance  

 
Price / Yield 

/ Spread 
Change  
1 week 

Index MTD 
return 

Index YTD 
return 

US Treasury 10 year 1.49% 12 bps -0.7% -2.2% 

German Bund 10 year -0.21% 7 bps -1.2% -2.7% 

UK Gilt 10 year 0.96% 11 bps -2.3% -6.1% 

Japan 10 year 0.06% 1 bps -0.3% 0.0% 

Global Investment Grade 89 bps -1 bps -0.5% -0.4% 

Euro Investment Grade 83 bps 0 bps -0.5% -0.2% 

US Investment Grade 87 bps -3 bps -0.4% -0.4% 

UK Investment Grade 86 bps 0 bps -1.3% -2.5% 

Asia Investment Grade 197 bps 0 bps -0.4% 0.4% 

Euro High Yield 303 bps 8 bps 0.2% 4.0% 

US High Yield 305 bps 1 bps 0.3% 5.0% 

Asia High Yield 739 bps 4 bps -3.8% -5.4% 

EM Sovereign 320 bps 8 bps -1.2% -0.7% 

EM Local 5.2% 6 bps -2.5% -5.4% 

EM Corporate 299 bps -1 bps -0.3% 1.9% 

Bloomberg Barclays US Munis 1.0% 5 bps -0.2% 1.3% 

Taxable Munis 2.2% 7 bps -0.8% 1.5% 

Bloomberg Barclays US MBS 30 bps -2 bps -0.3% -0.6% 

Bloomberg Commodity Index 212.74 1.5% 3.1% 26.8% 

EUR 1.1707 0.0% -0.8% -4.1% 

JPY 110.94 -0.7% -0.7% -6.7% 

GBP 1.3702 -0.5% -0.6% 0.1% 

Source: Bloomberg, Merrill Lynch, as at 27 September 2021.  

Chart of the week: 10-year US Government Bond Yield – YTD  

 
Source: Bloomberg, Columbia Threadneedle Investments, as at  27 September 2021. 
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Macro / government bonds 

The ‘excitement’ of an FOMC meeting, shenanigans at Evergrande, revised forecasts from the 
OECD and the German general election led to a rise in yields last week (see chart of the week). 
 
The US Federal Reserve presented a more hawkish view about the direction of interest rates last 
week. The so-called ‘dot plot’, which at the median had suggested the FOMC would not raise rates 
until 2023 in May was changed such that six members expect rates to rise once next year and 
three expect two hikes in the same period. It also seems as though tapering of assets will begin 
around November and end in the summer of next year, though no exact date was given. There was 
little market directional impact to the statement though the yield curve flattened as might be 
expected. 
 
In other news, the OECD updated its global growth and inflation forecasts. For 2021 the 
organisation now sees inflation of 3.7% (+0.2% from May forecast), and 3.9% in 2022 (+0.5%). 
Global growth expectations were changed less to 5.7% in 2021 (-0.1%) and 4.5% for 2022 (+0.1%). 
The trend of issuing ‘Green’ government bonds reached the UK last week. The 12-year issue 
received an astonishing level of interest (of around £100bn) for what was the largest single-tranche 
green bond (£10bn). In what is likely be the first of a number of such issues, the UK will use the 
proceeds to fund eligible ‘Green’ Projects such as clean transportation, agriculture and animal 
husbandry and hydrogen (blue and Green). 
 
The German election seems to have left the country in a degree of political limbo. The SPD scored 
the highest percentage of votes but not enough for a majority. We expect a period of coalition 
negotiations to be ongoing for weeks. There was little market reaction with German yields little 
moved. 
 

Investment grade credit  

Investment grade spreads were (again) largely unchanged last week which, as we keep 
mentioning, has been a feature of the market for a number of weeks now. The rise in government 
bond yields was shrugged off by markets. Valuation wise spreads remain through both short and 
longer-term averages. Issuance has also slowed somewhat, after a strong start to the month.  

In a quiet week for specific issuer news, French state-owned La Banque Postale issued the lowest 
AT1 coupon ever (3%). 

 

High yield credit 

US high yield bond spreads were volatile this week as investors absorbed Monday’s equity swoon 
in response to China’s indebted property sector, as well as more hawkish outcomes than expected 
from the Bank of England and US Fed. On Monday, high-yield bond spreads widened 21bps 
alongside the largest decline in the S&P 500 since May, but ultimately retraced their largest setback 
since mid-July over the ensuing three days. The ICE BofA US HY CP Constrained Index returned 
-0.17% and spreads were 1bps wider.  The index yield-to-worst was 10bps wider over the week, 
ending at 3.86%.  After a slower than expected post-Labour Day period, primary market activity 
picked up over the week with $11bn pricing despite Monday’s volatility.  According to Lipper, the 
asset class reported a $536m inflow, the fourth over the last five weeks.  
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European high yield market gave back last week as spreads widened 8bps, to 303bps, and the 
asset class recorded a weekly negative performance, one of the rare few this year. This came on 
the back of China’s Evergrande news; US Fed tapering talk; Bank of England mulling over rate 
hikes; and as euro area PMIs came in lower than expected and the euro yield curve bear 
steepened. Lower-rated credits still outperformed with CCCs returning an almost flat performance 
while BBs returned -24bps. Asset class flows returned to negative with €201m out, all from 
managed accounts as ETFs still experienced a positive net inflow.  The primary market picked up 
more with €4.5bn, the highest weekly figure since end of June, with BBs dominating.  This included 
the first new issue from Europcar since its 2020 restructuring. New issues were comfortably 
oversubscribed, with prices tighter from initial talk. In credit rating news, Coty was upgraded 
(Moodys, Caa1 to Ba2) on the back of good progress in deleveraging.  This was offset by news 
that Grifols the blood plasma company was downgraded by the rating agencies (Moody’s, Ba3 to 
B1 and S&P,BB to BB-).  Last week’s acquisition was cited as leverage will remain high for two 
years, as a result, and given uncertainty around recovery from the coronavirus impact.  

In M&A news, Draftking (Gaming) announced a $22.4bn cash and stock offer for Ladbrokes; Silgan 
(packaging) announced the acquisition of US-based Gateway plastics for $485m; and Iliad 
(telecoms) said it will buy UPC Poland for PLN7.0bn (€1.5bn).  

Supply disruptions issues are starting to hit guidance figures as more companies are lowering their 
outlooks.  Axalta Coating Systems cut its Q3 outlook and withdrew FY 2021 guidance on supply 
chain/raw materials.  Car suppliers, Faurecia and Kongsberg Automotive, also lowered their 2021 
fiscal year guidance citing chip shortages and rising RM prices 

Leveraged loans 

Leveraged loans experienced less price volatility this week amid firm technicals and the heaviest 
issuance since June. For context, the $0.06 decline for loan prices (J.P. Morgan Leveraged Loan 
Index) on Monday was comparable to a $0.45 decline for the high index, and loan prices fully 
recovered by the end of the week. As with bonds, leveraged loan issuance was slow to manifest in 
September but rose to $23.5bn this week.  Inflows continued for the asset class but moderated to 
$363m.  

 
Asian credit 

On 22 September,  the regulators issued instructions to Evergrande Group to take all measures to 
avoid a near-term default on the dollar bonds and also to complete unfinished properties and repay 
retail investors. These retail investors, between them, have around $6.2bn of wealth management 
products that are due for payment. Evergrande Group has not paid the $83.5m of coupon due on 
a US dollar bond on 23 September. There is another coupon payment of $45m for another US 
dollar bond due on 29 September, while there is a 30-day grace period for the payment of the 
coupon. In the meantime, the regulators have also told local governments to brace themselves for 
a potential Evergrande collapse. According to some reports, the local governments are talking to 
various property developers to potentially take over some of Evergrande’s projects.   
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Emerging markets 

In China, power shortages have led to factory closures and energy rationing in the north-east. 
The squeeze has been driven by tight coal supplies and tougher emissions standards.  
 
The bonds of Chinese real estate developer Sunac dropped in price following the company 
seeking support from the local government. The request cited tighter housing policies and 
negative sentiment in the housing market.  
 
The Ukrainian government dismissed three supervisory board members at Naftogaz following the 
resignation of three independent members of the supervisory board earlier this month.  

 

Commodities 

Thermal coal rallied 7.2% closing close to all-time highs. Coking coal also rallied sharply despite 
China’s ongoing cap on steel production. China recently banned Australian coal imports, the 
worlds fifth largest producer.  
 
Brent crude oil prices rallied 3.5%, closing at $78, as Goldman Sachs raises its year end forecast 
to $90 a barrel. In response to panic buying at UK petrol pumps, industry bodies have insisted 
there’s “no national shortage of fuel”.  
 
Tin prices rallied 7.7% and is still trading at all-time highs driven by disruptions in major producing 
countries and high demand for electronics. 
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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 27.09.2021, 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 
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