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Attendees during a campaign rally in Coimbatore,
Tamil Nadu, India, on April 12, 2024.
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Good morning. Concerns about private credit. The
ongoing selloff in bonds. And a warning from Iran
about nuclear policies. Here’s what’s moving markets.
— Isabelle Lee
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Private warning JAAZ&

Moody’s Ratings this week gave investors greater
reason for concern about credit quality in the $1.7
trillion private credit sector. The ratings firm reduced
its outlook for direct lending funds managed by
BlackRock, KKR, FS Investments and Oaktree Capital
Management to negative from stable. These funds,
which manage over $20 billion in assets, have seen an
increase in loans on non-accrual status, indicating
potential financial losses. While the funds retained
their investment grade rating, the change to a negative
outlook marks the first such move by Moody's in
private credit since 2020.
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Danger zone fgBSX

The world’s biggest bond market extended this
month’s selloff after solid economic readings and
hawkish comments from Federal Reserve officials
reinforced speculation that interest rates will be higher
for longer. Treasuries fell across the curve, pushing 10-
year yields up to around 4.63%. To Vanguard, the
market is nearing levels that risk triggering a large
selloff. “We are in a danger zone right now,” Ales
Koutny, Vanguard’s head of international rates, said in
an interview. Even a small move higher — past the
critical 4.75% level — could force investors to abandon
their bets on a rally, giving way to a wave of selling
that could push yields toward the highs of 2007, he
said. US Equities meanwhile slid for a fifth straight
session on Thursday.
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Nuclear warning %=

One of Iran’s top generals said his country may
reconsider its nuclear policies if Israel threatens to
attack its atomic sites. Islamic Revolutionary Guard
Corps Commander Ahmad Haghtalab made the
statement in an implicit warning to Israel following
Iran's recent drone and missile attack. He did not
specify what the change might be, but Tehran has long
said its nuclear program is solely for peaceful
purposes. Haghtalab said such an attack would
prompt a tit-for-tat attack on Israel’s nuclear facilities.
The conflict between Israel and Iran has escalated in
recent weeks, with Iran launching some 300 drones
and missiles on April 13, in retaliation for an attack it
blamed on Israel. Meanwhile, Iranian Foreign
Minister Hossein Amirabdollahian indicated in
comments to the United Nations that his government
is prepared to de-escalate tensions with Israel


https://www.bloomberg.com/news/articles/2024-04-18/iran-threatens-strike-on-israeli-nuclear-sites-if-it-s-attacked
https://www.bloomberg.com/news/articles/2024-04-18/iran-ready-to-de-escalate-if-israel-stops-adventurism-un-told

provided that it agrees to stop further military moves
against Tehran’s interests.
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Tax the rich @E A {EfH

Brazil believes it has found a way to pay for the fight
against climate change and world hunger: Tax the
super-rich. As president of this year’s Group of 20
nations, Brazil has made implementing a global
minimum wealth tax on billionaires its cause celebre.
It’s touting the levy as a means to fund efforts to
combat rising temperatures and poverty in low- and
middle-income countries — and is attempting to drum
up support for the idea, long popular in progressive
circles, on the world stage. “You can use these



resources to start decarbonization in the poorest
countries, which would increase investments in these
places with humanitarian benefits,” Brazil’s Finance
Minister Fernando Haddad said Thursday in an
interview on the sidelines of the Spring meetings of
the International Monetary Fund and World Bank in
Washington.
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Coming up... ¥ETFE...

Voting is set to get underway on Friday in India, where
nearly a billion people are eligible to cast ballots and
hundreds of political parties are participating. It won’t
be a speedy affair though, with the election set to run
for about seven weeks. More immediately, investors in
Asia are likely to be focused on fresh consumer-price
inflation readings for Japan. Economists surveyed by
Bloomberg see the headline rate holding at 2.8% year-


https://www.bloomberg.com/news/newsletters/2024-04-18/india-s-modi-appears-set-to-retain-power-in-world-s-largest-democracy

on-year, with a slight slowdown in measures that strip
out fresh food and energy. That would still be well
above the Bank of Japan’s targets though, and would
likely do little to disrupt officials’ push toward policy
normalization.
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What we’ve been reading
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Here’s what caught our eye over the past 24 hours:
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e Netflix adds 9.33 million customers, crushing
street forecasts
Netflix}5 I 1 93373% /7, Kt 7 4L T

e Rents are Fed’s ‘biggest stumbling block’ in
taming inflation
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e Ozempic ‘oops’ babies spark debate about use as
fertility drug
Ozempic 'oops'2 JL 51 KRk T-HEA B A48
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Pierre Andurand’s bet shows allure of trading wild
cocoa markets
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US imposes fresh sanctions on Iran over Israel
drone barrage
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China’s Geely to sell $1.32 billion of Volvo truck
shares

[ 5 AR R O 13240 3 TR IR R TR R A
Swiss watch exports plunge as China, Hong Kong
demand falls
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And finally, here’s what James is interested in today
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A high-for-longer rates outlook in the US hits the
weakest borrowers hardest. Expect continued
underperformance in CCC rated debt as more risky
companies tip into distress.
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Riskiest Corporate Bonds Are Dropping
CCC debt tumbled on default fears as rates stay high

Normalized As 0f 02/29/2024 M BB rated total return B MECCC High-yield index

CCC bonds in the US are dropping faster than better-
quality junk bonds this month, knocked by rising
Treasury yields and a growing realization that there’s
no funding relief coming anytime soon. The global
distressed debt pile broadly hit a two-month high at
almost $600 billion, boosted by Chinese real estate
developers and US broadcasters.
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The big outperformance in CCCs over the last 12
months was built on hopes that a lot of 2024 rate cuts
would slash funding costs and throw a lifeline to
struggling borrowers about to hit a maturity wall.
Those bets are being unwound with all eyes on
earnings as credit investors cherry pick bonds from
companies lifted by a buoyant US economy and dump
unsustainable businesses getting crushed by rising
yields.
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York.
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