
WEEK IN REVIEW
Week Ending: October 10, 2025

American Exception
Economic Overview:
Japan elected its first female prime minister, Sanae Takaichi—a self-described Thatcherite, a former drummer in a heavy metal band, and, perhaps 
most important, a protégé of Shinzo Abe. Abe’s economic policy, branded “Abenomics,” advocated more fiscal spending to achieve sustainable 2% 
inflation. Japanese yields were already on the rise this year, but the belief that Takaichi’s ascension would continue Abenomics sent Japanese 30-year 
government bond yields surging to new multi-decade highs. However, it’s not Japan alone roiling global bond markets. Thirty-year government bond 
yields are higher year-to-date as worries about the hangover of Covid-era deficits linger. In some cases (e.g., Germany), governments have promised 
to spend more, while in others, governments have collapsed after just a few hours (e.g., France). Oddly enough, the country about which the most 
fiscal-related ink has been spilt and whose government is shut down due to a budget impasse, has lower 30-year yields than it did to start the year. 
In more ways than one, America remains exceptional.

Total Returns by Asset Class

Year-to-Date Total Return Month-to-Date Total Return

3.00%
4.11%

6.29%
6.75%
6.94%
6.95%
7.19%

10.65%
15.65%

18.31%

0% 5% 10% 15% 20%

Tax-Exempt Munis
1-3 Year Treasury

U.S. Aggregate
Taxable Munis

Investment Grade Corporates
High Yield Corporates

Global Aggregate
EMBI

S&P 500
MSCI Global Index

0.35%
0.12%
0.15%

0.30%
0.05%

-0.25%
-0.67%

0.49%
0.73%
0.74%

-1% 0% 1%
Source: Bloomberg

Highlights of the Week:
High Yield: High yield is generally a lower duration asset class compared with other fixed income categories, but its current duration profile is 
historically low. For the broad index, duration hit 2.9 years this week, which is the lowest since the inception of the asset class. Lower duration 
reduces exposure to interest rate risk and, all things equal, should result in a reduced volatility profile overall.

Corporates: In a lighter-than-expected week, there was just $12 billion in new corporate issuance. Spreads initially remained rangebound 
on the week, just two basis points wider at an OAS of 75 as of Thursday’s close. Friday’s tariff policy escalation between China and the U.S. 
spurred a 4-5 basis points intraday selloff.

Municipals:  For the most recent week, LSEG Lipper reported a strong $966 million of inflows into municipal bond funds, driven by $860 
million of inflows into muni ETFs. Year-to-date inflows total around $35.2 billion. 

Equities: The U.S. equity market reached new record highs this week but ultimately finished relatively flat, demonstrating resilience amid 
uncertainty surrounding the ongoing government shutdown. Sector performance was mixed, with utilities, technology, and consumer staples 
emerging as the best performers, while real estate, energy, and consumer discretionary were the worst performers.
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