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Global Credit - 10 hot topics for the summer:

Our monthly scorecard evaluates the four main driving factors for global credit: 

Macroeconomics (economic trends and monetary policy), Microeconomics (corporate fundamentals), Technical Factors (flows, new issues, etc.) and Valuation. Our market outlook follows this structure. Vontobel, 05.2025.

Macroeconomics Microeconomics ValuationTechnical Factors

1. Is a recession likely?

2. Are economic indicators 

deteriorating?

3. What are central banks 

likely to do?

4. What is the direction for 

credit metrics?

5. Are more rating 

downgrades expected? 

6. How are banks prepared for 

the current environment?

7. What to expect from bond

    issuance?

8. How about investors’  

    risk appetite?

9.  Are spreads attractive now?

10. Where can I find value in

      global credit?
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#1. For investors, recession risks for the global economy have increased, as…

3

Global fund manager survey (May 2025): What is the most likely outcome for the global economy in the next 12 months?
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#2. …leading economic data is weakening…

4

Macro

Source: Bloomberg, Vontobel, 05.2025.

ISM Manufacturing below 50New orders took a hit recently
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…and the US labor market started to show signs of weakness. Macro

How to read this chart?

• The more the circle is towards the outer ring, 

the stronger the labor market data is, and vice 

versa. 

• While the US unemployment rate remains at 

low levels of about 4.1%, the hiring rate for 

example dropped significantly (see orange 

line).

Source: Atlanta Fed, Vontobel, 05.2025. 
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However, growth is expected to improve for the rest of the world.
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Macro

IMF Real GDP growth forecasts for G7 countries
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual 

results may differ materially.
Source: IWF, Vontobel, 5.2025.
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#3. Dispersion is increasing among global central banks...
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The ECB is expected to cut more than the Fed and the BoE

Macro

Forecast

Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual 

results may differ materially.
Source: Bloomberg, Vontobel, 05.2024.



Public

8

…as the current inflation trend has some upside risks.  Macro

US inflation expectation risingInflation trend for the US, UK and EU
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#4. Corporates are well positioned as credit metrics improved... Micro

Interest coverageLeverage trend
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… driven by higher margins, prudent balance sheet management… Micro

Cash levels remain elevatedStrong margin improvement
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…and some investment decisions being delayed, for now. Micro
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#5. Rating upgrades remain favorable for EU IG but turned negative for HY. 

EU HY: More downgrades since 2025EU IG: Upgrade momentum remains positive

Source: JPM, Vontobel, 05.2025. 

Micro
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Positive rating momentum for US BBBs, while fallen angel volumes are increasing.

US IG: US Fallen Angels on the rise

Micro

13

US IG: YTD upgrades concentrated in BBBs
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Any projections or forward-looking data herein are based on a variety of estimates and assumptions. There can be no assurance that those estimates or assumptions will prove accurate, and actual 

results may differ materially.
Source: Morgan Stanley, Vontobel, 05.2025. 
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#6. Banks reported record capital levels, while share buy-backs remain modest.

Large US Banks: CET1 ratio and share buy-backs since 2015

Micro
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What`s next:

▪ Fed Stress Test: results to be expected 

during June 2025, including a potential 

amendment of the stress capital buffer (SCB).

▪ Deregulation: Reduction of the 

supplementary leverage ratio (SLR) would 

relax capital requirements, allowing banks to 

add to low risk weighted assets such as 

Treasuries.
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Source: Barclays, Vontobel, 05.2025. 
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#7. Bond issuance is likely to cool down…

EUR IG bond supplyUSD IG bond supply

Technicals
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…while US issuers prefer to issue in EUR and Europeans are less active in USD.

Yankee issuance declined to lowest share since 2020Reverse Yankees rose to highest share since 2021

Technicals
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#8. Ongoing demand for IG credit with a dip during April, but now recovering…

Corporate bonds preferred over Treasuries

Technicals
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…driven by elevated coupons/yields, it has become more costly to hold cash.

“Reach for yield” likely to be backCoupons remain elevated to the benefit of investors

Technicals
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#9. Dispersion has increased among sectors…

19

Valuation

Sector Current z-Score Index

US Automotive 1.17 CIAU Index

US Healthcare 0.46 CHCR Index

US Transportation 0.45 C0W0 Index

US Telecommunications -0.15 C0R0 Index

US Retail -0.16 CIRL Index

US Capital Goods -0.21 CICP Index

Selected sectors with the widest z-Score evolution YTD 2025 

-2

-1

0

1

2

3

4

5

6

7

8

12.2024 01.2025 02.2025 03.2025 04.2025

R
o

ll
in

g
 z

-S
c

o
re

US Automotive US Capital Goods
US Healthcare US Retail
US Telecommunications US Transportation

Note: the rolling z-Scores for each selected credit spread index are computed to assess how far current values deviate from their recent historical average. For each ticker/index, based on data availability, an appropriate lookback window of 252 days was chosen. 

Then moving averages and respective standard deviations over that period were calculated.  The z-Scores were then calculated as the number of standard deviations the current value is from the moving average.

This allows for dynamic, time-adjusted normalization of spread behavior, making it easier to identify statistically extreme levels that could signal outliers. 

Source: Vontobel, Bloomberg, ICE BofA Global Corporate Index, 05.2025.
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…while spread decompression varies across market segments.

Financials catching up to Non-Financials

Past performance is not an indication of future results.
Source: BAML, Bloomberg, Vontobel, 05.2025.

Valuation
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#10. Term premium is up, helping longer dated corporate bonds to shine.

Past performance is not an indication of future results.
Source: Bloomberg, Federal Reserve Bank New York (l.h.s.), Bank of America (r.h.s.), Vontobel, 05.2025.

Valuation

21

Long-end of corporate bonds getting more attractiveTreasury term premia rising
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In addition, the steepness of the IG credit spread curve has become more attractive.

22

Current spreads by rating (bps)

Valuation

Spread differential between 1-3Y and >7Y bonds, by rating (bps)
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Summary: Major topics for the summer in global credit

Views subject to change. Source: Vontobel, as of 05.2025.

Take an active 

approach to benefit 

from a potential 

economic divergence. 

Swiftly switch across 

regions and sectors.

Be more selective and 

identify issuers with a stable 

to improving 

credit trend. Keep an eye on 

fallen angels to avoid 

spread widening.

Screen for relative value 

opportunities among 

sectors and ratings and 

take advantage of the 

higher term premium. 

Screen for new bonds 

with attractive premiums 

but also for lagging bonds 

in the secondary market.

How may 
investors 

extract value?

Microeconomics:

Credit metrics remain solid 

and improving. Within IG, the 

rating momentum remains 

favorable, but fallen angel 

risk is increasing. Banks look 

in good shape.

Technicals: 

Issuance likely to remain 

high with US firms issuing a 

lot in EUR. “Reach for yield” 

seems back, as cash yields 

are declining.

How does 
the world 

look?

Macroeconomics:

Divergence on economic 

growth and central bank 

action in the US and EU 

persists. Uncertainty remains 

high, also due partly to 

ongoing tariff negotiations.

Valuation: 

Dispersion has increased and 

some areas are lagging the 

spread retracement. Credit 

curves have steepened.
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This is not the end…

…as there are 

obviously more 

interesting topics on 

our agenda, and we 

are more than 

happy to share our 

thoughts with you.
Christian Hantel

Head Global Corporate 

Bonds, Portfolio Manager

Investments

Marc van Heems

Portfolio Manager

Investments

Pam Gelles

Analyst

Investments
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Important Information
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This marketing document was produced by one or more companies of the Vontobel Group (collectively 

"Vontobel") for institutional clients. 

This document is for information purposes only and nothing contained in this document should constitute a 

solicitation, or offer, or recommendation, to buy or sell any investment instruments, to effect any 

transactions, or to conclude any legal act of any kind whatsoever. Information provided should not be 

construed as investment advice or any other kind of advice on legal, tax, financial or other advice or a 

recommendation to purchase, hold or sell any investment. No representation is given that the securities, 

products, or services discussed herein is suitable for any particular investor. Neither asset allocation nor 

diversification assure a profit or protect against loss in declining markets.

Past performance is not a reliable indicator of current or future performance. The return may go 

down as well as up, e.g. due to changes in rates of exchange between currencies. The value of invested 

monies can increase or decrease and there is no guarantee that all or part of your invested capital can be 

redeemed. Investing involves risk, including possible loss of principal and there no assurance that 

investment objectives will be achieved.

Any projections or forward-looking statements regarding future events or the financial performance of 

countries, markets and/or investments are based on a variety of estimates and assumptions. There can be 

no assurance that the assumptions made in connection with the projections will prove accurate, and actual 

results may differ materially. The inclusion of forecasts should not be regarded as an indication that 

Vontobel considers the projections to be a reliable prediction of future events and should not be relied upon 

as such. Vontobel reserves the right to make changes and corrections to the information and opinions 

expressed herein at any time, without notice.

“BLOOMBERG®” and the Bloomberg indices listed herein (the “Indices”) are service marks of Bloomberg 

Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the 

Indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes by the distributor 

hereof (the “Licensee”). Bloomberg is not affiliated with Licensee, and Bloomberg does not approve, 

endorse, review, or recommend the financial products named herein (the “Products”). Bloomberg does not 

guarantee the timeliness, accuracy, or completeness of any data or information relating to the Products. 

Indices are unmanaged and have been provided for discussion purposes only. No fees or expenses are 

reflected and one cannot invest directly in an index.  Any index referred to herein is the intellectual property 

(including registered trademarks) of the applicable licensor. Any product based on an index is in no way 

sponsored, endorsed, sold or promoted by the applicable licensor and it shall not have any liability with 

respect thereto.

This document is not the result of a financial analysis and therefore the “Directives on the Independence of 

Financial Research” of the Swiss Bankers Association are not applicable. Vontobel and/or its board of 

directors, executive management and employees may have or have had interests or positions in, or traded 

or acted as market maker in relevant securities. Furthermore, such entities or persons may have executed 

transactions for clients in these instruments or may provide or have provided corporate finance or other 

services to relevant companies.

US Offshore and LatAm: Information herein prepared and approved for institutional / professional investors 

and approved for use in certain jurisdictions only. Vontobel offers a variety of products and services 

intended solely for qualified investors from certain countries or regions. Your country of legal residence will 

determine the products or services that are available to you. Information herein should not be considered a 

solicitation or offering for the sale of any investment product or service to any person in any jurisdiction 

where such solicitation or offer would be unlawful or prohibited. Furthermore, this information is not 

intended for use in any jurisdiction which would subject Vontobel to any registration, licensing or other 

authorization requirement within such jurisdiction or country. It is the responsibility of the recipient to inform 

themselves and observe applicable regulations and restrictions for their respective jurisdiction(s). 

Information herein is not intended for retail investors and/or distribution to the general public in any 

jurisdiction.

Although Vontobel believes that the information provided in this document is based on reliable sources, it 

cannot assume responsibility for the quality, correctness, timeliness or completeness of the information 

contained in this document. Except as permitted under applicable copyright laws, none of this information 

may be reproduced, adapted, uploaded to a third party, linked to, framed, performed in public, distributed 

or transmitted in any form by any process without the specific written consent of Vontobel. To the 

maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered 

by you through use or access to this information, or Vontobel’s failure to provide this information. Our 

liability for negligence, breach of contract or contravention of any law as a result of our failure to provide 

this information or any part of it, or for any problems with this information, which cannot be lawfully 

excluded, is limited, at our option and to the maximum extent permitted by law, to resupplying this 

information or any part of it to you, or to paying for the resupply of this information or any part of it to you. 

Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be 

restricted by law. Persons who receive this document should make themselves aware of and adhere to any 

such restrictions. 

© 2025 Vontobel Asset Management, Inc. All Rights Reserved
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Important Legal Information for Australia & New Zealand, Japan, 
Singapore & Hong Kong

Australia and New Zealand

This information is only intended to be provided to persons:

in Australia if that person is a wholesale client for the purposes of section 761G of the Corporations Act of 

Australia; and

in New Zealand if that person is a wholesale client for the purposes of section 5C of the FAA.

This document is not intended to be distributed or passed on, directly or indirectly, to any other class of 

persons in Australia or New Zealand. This document has not been prepared specifically for Australian or New 

Zealand investors.

This document is prepared by Vontobel Asset Management Pte. Ltd. (Financial Instruments Business 

Operator conducting Investment Advisory and Agency Business) (Director of Kanto Local Finance Bureau 

(Kinsho) No. 3214) in order to provide general information only, and is not intended as a solicitation for the 

purchase or sale of any financial instruments, or as a solicitation for an investment management or 

investment advisory relationship.

This document is to be used solely by your company for the purpose of research and informational purposes, 

and may not be copied, reproduced, used for unrelated purposes or provided outside your company without 

our company's consent.

Although this document has been prepared based on information that we believe to be reliable, we do not 

warrant its accuracy or reliability. The information and data presented here are as of the date of preparation of 

this document. 

The historical performance and wording of this material do not warrant or imply any future operating 

results.  Past performance is not a predictor of future performance or results.

All rights and obligations relating to the information in this material belong to the information provider, and the 

content may be varied or modified without notice for any reason determined by the information provider. 

Any investment or other judgment based on the information in this material shall be made at the sole 

responsibility of the reader, and neither Vontobel Asset Management Pte. Ltd. nor any other information 

provider shall be held liable in any way for any loss caused by the information in this material.

本書は、投資助言・代理業の登録を受けた金融商品取引業者であるVontobel Asset Management Pte. Ltd.

（関東財務局長（金商）第3214号）が、様々な投資戦略に関する需要調査の一環として、資産運用会社の概
要や投資戦略などに関する情報提供の目的で作成したものであり、金融商品の取引の勧誘を意図するもので
は[なく、また、投資一任契約や投資顧問契約の勧誘を意図するものでも]ありません。
本書は、専ら貴社による調査及び情報収集の目的のために交付されるものであり、当社の同意なく本書を複
製又は第三者に開示すること、また、当該目的以外の目的で本書を使用することは禁止されます。
本書に記載された過去の業績やその他の情報は、将来の結果を保証するものではありません。また、過去の
業績は、将来の業績や結果を予想するものでもありません。
本書に記載された情報に関する一切の権利及び義務は情報の提供者に帰属し、その内容は、情報提供者の判
断により事前の予告なく変更される可能性があります。
本書に記載された情報に基づいて行われる投資その他の判断は、すべて貴社の責任において行われるもので
あり、Vontobel Asset Management Pte. Ltd. 及びその他の情報の提供者は、本書に記載された情報に起因し
て生じた損害について一切の責任を負いません。

The fund and its sub-funds are not available to retail investors in Singapore. Selected sub-funds of the fund 

are currently recognized as restricted schemes by the Monetary Authority of Singapore. These sub-funds may 

only be offered to certain prescribed persons on certain conditions as provided in the “Securities and Futures 

Act”, Chapter 289 of Singapore. This document was approved by Vontobel Pte. Ltd., which is licensed with 

the Monetary Authority of Singapore as a Capital Markets Services Licensee and Exempt Financial Adviser 

and has its registered office at 8 Marina Boulevard, Marina Bay Financial Centre (Tower 1), Level 04-03, 

Singapore 018981. This advertisement has not been reviewed by the Monetary Authority of Singapore.

The fund is not authorized by the Securities and Futures Commission in Hong Kong. It may only be offered to 

those investors qualifying as professional investors under the Securities and Futures Ordinance. The contents 

of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 

exercise caution and if you are in doubt about any of the contents of this document, you should obtain 

independent professional advice. This document was approved by Vontobel (Hong Kong) Ltd., which is 

licensed by the Securities and Futures Commission of Hong Kong and provides services only to professional 

investors as defined under the Securities and Futures Ordinance (Cap. 571) of Hong Kong and has its 

registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong. This 

advertisement has not been reviewed by the Securities and Futures Commission.
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