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After an eventful year, Fixed Income 
is still in a state of flux. Where should 
you be looking now?

A Positive Regime for Sovereigns
Sub-trend growth and tame inflation present a favourable cyclical 
backdrop for central banks to cut rates which is positive for sovereign 
debt. Divergent economic prospects will likely mean higher volatility but 
also offers opportunities to build or extend duration.

Our Rate Cut Predictions for 2025

Critical Slow-Moving Factors
Investors need to weigh up two opposing structural forces in the coming 
years — lower trend growth rates due to demographics (positive for 
bonds) and rising deficit and debt levels (negative for bonds). 

Sovereign Bonds in Advanced Economies
The sizeable backup in yields in late 2024 (despite slowing growth) offers 
investors relatively generous yields in many European and other non-
US sovereign debt markets. US Treasury yields are attractive but a re-
pricing of Fed rate cuts is the likely catalyst to unlock greater gains here.

Investment Grade and High Yield Credit
With spreads near historic lows, significant compression is unlikely for 
either IG or high yield credit. Capturing current yields is a reasonable goal, 
but an active, systematic approach may add alpha, as the credit cycle 
evolves.

Emerging Market Debt
Hard currency EM debt stands to benefit from a favourable US Treasury 
view. While attractive, the picture is more nuanced for local currency debt 
given divergent monetary policies. Further US rate cuts and a weaker  
US dollar can help unlock value in this segment.

Repricing may offer investors an opportunity 
to manage or extend duration if needed.

An active systematic approach has 
merit for credit investors looking to 
add alpha in this environment.

A sustainable investing allocation can 
be considered as part of your investing 
strategy.

EM Hard: Can benefit from favourable 
US Treasury outlook.

EM Local: Nuanced but a weaker US dollar 
would be strong catalyst for outperformance.

3x 
25bps
For Fed

4x 
25bps
For ECB

5x 
25bps
For BoE

Advanced Economy 
Sovereigns

Investment Grade 
Credit

Emerging Market 
Debt

Sustainable Investing 
Allocation

Rising Deficit &  
Debt Levels

Lower Trend  
Growth Rates

Negative Impact Positive Impact

Bond Yields

Impact of Opposing Forces on Bond Yields

http://www.ssga.com/capabilities/fixed-income-where-to-look-what-to-do-2025


ssga.com

Marketing Communication
For Investment Professional Use Only
Information Classification: General 

State Street Global Advisors Worldwide Entities

Abu Dhabi: State Street Global Advisors Limited, ADGM branch is regulated by the 
Financial Services Regulatory Authority (FSRA). This document is intended for 
Professional Clients or Market Counterparties only as defined by the FSRA and no 
other person should act upon it. State Street Global Advisors Limited, ADGM 
Branch, Al Khatem Tower, Suite 42801, Level 28, ADGM Square, Al Maryah Island, 
P.O. Box 76404, Abu Dhabi, United Arab Emirates. Regulated by the ADGM Financial 
Services Regulatory Authority. T: +971 2 245 9000. Australia: State Street Global 
Advisors, Australia, Limited (ABN 42 003 914 225) is the holder of an Australian 
Financial Services License (AFSL Number 238276). Registered office: Level 14, 420 
George Street, Sydney, NSW 2000, Australia. T: +612 9240-7600. F: +612 9240-7611. 
Belgium: State Street Global Advisors Belgium, Chaussée de La Hulpe 185, 1170 
Brussels, Belgium. T: +32 2 663 2036. State Street Global Advisors Belgium is a 
branch office of State Street Global Advisors Europe Limited, registered in Ireland 
with company number 49934, authorised and regulated by the Central Bank of 
Ireland, and whose registered office is at 78 Sir John Rogerson’s Quay, Dublin 2. 
Canada: State Street Global Advisors, Ltd., 1981 McGill College Avenue, Suite 500, 
Montreal, Qc, H3A 3A8, T: +514 282 2400 and 30 Adelaide Street East Suite 800, 
Toronto, Ontario M5C 3G6. T: +647 775 5900. France: State Street Global Advisors 
Europe Limited, France Branch (“State Street Global Advisors France”) is a branch of 
State Street Global Advisors Europe Limited, registered in Ireland with company 
number 49934, authorised and regulated by the Central Bank of Ireland, and whose 
registered office is at 78 Sir John Rogerson’s Quay, Dublin 2. State Street Global 
Advisors France is registered in France with company number RCS Nanterre 899 
183 289, and its office is located at Coeur Défense — Tour A — La Défense 4, 33e 
étage, 100, Esplanade du Général de Gaulle, 92 931 Paris La Défense Cedex, France. 
T: +33 1 44 45 40 00. F: +33 1 44 45 41 92. Germany: State Street Global Advisors 
Europe Limited, Branch in Germany, Brienner Strasse 59, D-80333 Munich, 
Germany (“State Street Global Advisors Germany”). T: +49 (0)89 55878 400. State 
Street Global Advisors Germany is a branch of State Street Global Advisors Europe 

Limited, registered in Ireland with company number 49934, authorised and 
regulated by the Central Bank of Ireland, and whose registered office is at 78 Sir 
John Rogerson’s Quay, Dublin 2. Hong Kong: State Street Global Advisors Asia 
Limited, 68/F, Two International Finance Centre, 8 Finance Street, Central, Hong 
Kong. T: +852 2103-0288. F: +852 2103-0200. Ireland: State Street Global 
Advisors Europe Limited is regulated by the Central Bank of Ireland. Registered 
office address 78 Sir John Rogerson’s Quay, Dublin 2. Registered Number: 49934. T: 
+353 (0)1 776 3000. F: +353 (0)1 776 3300. Italy: State Street Global Advisors 
Europe Limited, Italy Branch (“State Street Global Advisors Italy”) is a branch of 
State Street Global Advisors Europe Limited, registered in Ireland with company 
number 49934, authorised and regulated by the Central Bank of Ireland, and whose 
registered office is at 78 Sir John Rogerson’s Quay, Dublin 2. State Street Global 
Advisors Italy is registered in Italy with company number 11871450968 — REA: 
2628603 and VAT number 11871450968, and its office is located at Via Ferrante 
Aporti, 10 - 20125 Milan, Italy. T: +39 02 32066 100. F: +39 02 32066 155. Japan: 
State Street Global Advisors (Japan) Co., Ltd., Toranomon Hills Mori Tower 25F 
1-23-1 Toranomon, Minato-ku, Tokyo 105-6325 Japan.  
T: +81-3-4530-7380. Financial Instruments Business Operator, Kanto Local 
Financial Bureau (Kinsho #345), Membership: Japan Investment Advisers 
Association, The Investment Trust Association, Japan, Japan Securities Dealers’ 
Association. Netherlands: State Street Global Advisors Netherlands, Apollo 
Building 7th floor, Herikerbergweg 29, 1101 CN Amsterdam, Netherlands. T: +31 20 
7181 000. State Street Global Advisors Netherlands is a branch office of State Street 
Global Advisors Europe Limited, registered in Ireland with company number 49934, 
authorised and regulated by the Central Bank of Ireland, and whose registered 
office is at 78 Sir John Rogerson’s Quay, Dublin 2. Singapore: State Street Global 
Advisors Singapore Limited, 168, Robinson Road, #33-01 Capital Tower, Singapore 
068912 (Company Reg. No: 200002719D, regulated by the Monetary Authority of 
Singapore). T: +65 6826-7555. F: +65 6826-7501. South Africa: State Street 
Global Advisors Limited is regulated by the Financial Sector Conduct Authority in 
South Africa under license number 42670. Switzerland: State Street Global 
Advisors AG, Beethovenstr. 19, CH-8027 Zurich. Registered with the Register of 
Commerce Zurich CHE-105.078.458. T: +41 (0)44 245 70 00. F: +41 (0)44 245 70 16. 
United Kingdom: State Street Global Advisors Limited. Authorised and regulated 
by the Financial Conduct Authority. Registered in England. Registered No. 2509928. 
VAT No. 5776591 81. Registered office: 20 Churchill Place, Canary Wharf, London, 
E14 5HJ. T: 020 3395 6000. F: 020 3395 6350. United States: State Street Global 
Advisors, 1 Iron Street, Boston, MA 02210-1641. T: +1 617 786 3000.

Important Information

Investing involves risk including the risk of loss of principal.

The whole or any part of this work may not be reproduced, copied or transmitted 
or any of its contents disclosed to third parties without State Street Global 
Advisors express written consent.

The views expressed in this material are the views of the Investment Strategy 
and Research EMEA Team of State Street Global Advisors as at 25 February 
2025 and are subject to change. This document contains certain statements 
that may be deemed forward-looking statements. Please note that any such 
statements are not guarantees of any future performance and actual results or 
developments may differ materially from those projected.

The information contained in this communication is not a research 
recommendation or ‘investment research’ and is classified as a 
‘Marketing Communication’ in accordance with the Markets in Financial 
Instruments Directive (2014/65/EU) or applicable Swiss regulation.  
This means that this marketing communication (a) has not been 
prepared in accordance with legal requirements designed to promote 
the independence of investment research (b) is not subject to any 
prohibition on dealing ahead of the dissemination of investment research.

This communication is directed at professional clients (this includes eligible 
counterparties as defined by the appropriate EU regulator or applicable Swiss 
regulator) who are deemed both knowledgeable and experienced in matters 
relating to investments. The products and services to which this communication 
relates are only available to such persons and persons of any other description 
(including retail clients) should not rely on this communication.

The information provided does not constitute investment advice as such term is 
defined under the Markets in Financial Instruments Directive (2014/65/EU) and it 
should not be relied on as such. It should not be considered a solicitation to buy 
or an offer to sell any investment. It does not take into account any investor’s or 
potential investor’s particular investment objectives, strategies, tax status, risk 
appetite or investment horizon. If you require investment advice you should 
consult your tax and financial or other professional advisor.

Diversification does not ensure a profit or guarantee against loss.

Investments in emerging or developing markets may be more volatile and less 
liquid than investing in developed markets and may involve exposure to 
economic structures that are generally less diverse and mature and to political 
systems which have less stability than those of more developed countries.

The returns on a portfolio of securities which exclude companies that do not 
meet the portfolio’s specified sustainability criteria may trail the returns on a 
portfolio of securities which include such companies. A portfolio’s sustainability 
criteria may result in the portfolio investing in industry sectors or securities 
which underperform the market as a whole.

The trademarks and service marks referenced herein are the property of their 
respective owners. Third-party data providers make no warranties or 
representations of any kind relating to the accuracy, completeness or timeliness 
of the data and have no liability for damages of any kind relating to the use of 
such data.

All information is from State Street Global Advisors unless otherwise noted and 
has been obtained from sources believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or warranty as to the current accuracy, 
reliability or completeness of, nor liability for, decisions based on such 
information and it should not be relied on as such.

Bonds generally present less short-term risk and volatility than stocks but 
contain interest rate risk (as interest rates raise, bond prices usually fall); issuer 
default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are 
usually pronounced for longer-term securities. Any fixed income security sold or 
redeemed prior to maturity may be subject to a substantial gain or loss. 
International Government bonds and corporate bonds generally have more 
moderate short-term price fluctuations than stocks but provide lower potential 
long-term returns.
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