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How low can G spreads go? 
By Ethan Currie 

The persistence of notionally tight levels in spread product has remained 

in focus year-to-date as April recorded another strong month. May has 

brought fresh lows yet again, with high-quality SSA credit continuing to 

grind tighter. UST yields have sold off by 50–80bps since the start of the 

Middle East conflict (Chart 1), with key benchmarks breaching (and 

importantly, sustaining) above notable resistance levels—4.5% in 10s 

and 5% in 30s. That backup in rates has only enhanced the appeal of all-

in yields, sustaining ample demand for SSAs and holding spreads close. 

Importantly, higher U.S. rates have done little to deter USD issuance. Last 

week alone saw more than $15bln of USD supply—one of the largest 

single-currency totals for this time of year (Chart 2). Issuance this month 

(with time on the clock remaining) has already exceeded the full-month 

totals of the past five Mays. Benchmark deals continue to meet robust 

demand—IBRD priced its largest-ever 10Y USD deal alongside a record 

book, while several other Greenback bonds traded strongly at the break. 

Canadian Yankee issuance has also performed strongly—the most 

recent 5Y Dollar deal from the sovereign (ticker CANADA) priced at GT+2 

bps—the tightest issue on record for the name, as prior deals have come 

in around +10-11 bps, and 2021’s deal at +6 hadn’t been flirted with since. 

Since settlement, spread compression has been notable across the 

board (Chart 3), reinforcing the view that demand for spread product 

remains healthy, and perhaps unsated. That’s the case even amid 

heavier supply windows, with NIs trading flatter. 

So, can G-spreads limbo lower from here—or perhaps move below zero? 

We believe so. Fundamental repricing of sovereign / U.S. risk, combined 

with the balance sheet strength of SSA names should help to maintain 

the bid. With many names well-advanced on their funding programs, 

relative supply for the balance of 2026 should continue to be met with 

substantial demand. And as mentioned, loftier all-in yields (and those 

yields vs swaps) will further support performance (Chart 4). Overall, the 

tone remains constructive for primary market activity, with secondary 

trading a testament to the positive tone. 

Chart 1: USTs have backed up aggressively…  
Trading range & current level of UST yields over last six months  

 

Source: NBC, Bloomberg | Note: Marker denotes current level; box denotes 2nd/3rd quartiles 

Chart 2: … that hasn’t stopped USD supply (quite the contrary) 
SSA USD monthly gross supply: 2026 vs prior 15Y average (deals to 20-May) 

 

Source: NBC, Bloomberg | Note: For select SSA universe and credited deals >=$100MM 

 

Chart 3: New issues trading strong at the break 
Spread compression since new issue on select USD benchmark deals in May 

 
Source: NBC, Bloomberg | Note: Sorted by deal size; labels denote current spread (i.e., for 

IBRD 10Y, 0.6 bps shows current G-spread, which tightened ~2 bps since NI of GT10 + 2.7) 

Chart 4: G-spreads continue to grind tighter 

Tier 1 SSA composite G-spreads by tenor, last year 

 

Source: NBC, Bloomberg | Note: Composite refers to simple average of 6 global SSA issuers
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General: This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of CIRO), an indirect wholly owned subsidiary 

of National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.  

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject 

to change without notice. The information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update the information or 

advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis and interpretation of 

these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this Report constitutes a 

representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances. In all cases, 

investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in relation to securities or markets that 

are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required 

by you in making an investment decision. 

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing 

this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it 

that NBF is permitted to provide this Report to you under relevant legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  

Canadian Residents: NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain 

clients and as market conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its 

affiliates may also be contrary to any opinions expressed in this Report. 

NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well NBF 

and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases and/or 

sales of these securities from time to time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this Report. This 

Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the publication 

and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.  

UK Residents: This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the 

independence of investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution 

of this Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets 

Act 2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice. NBF and/or its parent 

and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may have had 

interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as market maker in the 

relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker with respect hereto. The 

value of investments, and the income derived from them, can go down as well as up and you may not get back the amount invested. Past performance is not a guide 

to future performance. If an investment is denominated in a foreign currency, rates of exchange may have an adverse effect on the value of the investment. Investments 

which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about their value or the extent of the risks to which they are 

exposed. Certain transactions, including those involving futures, swaps, and other derivatives, give rise to substantial risk and are not suitable for all investors. The 

investments contained in this Report are not available to retail customers and this Report is not for distribution to retail clients (within the meaning of the rules of the 

Financial Conduct Authority). Persons who are retail clients should not act or rely upon the information in this Report. This Report does not constitute or form part of 

any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described herein nor shall it or any part of it form the basis of or be 

relied on in connection with any contract or commitment whatsoever.  

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial 

Conduct Authority. NBF is authorised and regulated by the Financial Conduct Authority and has its registered office at 70 St. Mary Axe, London, EC3A 8BE.  

NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

EU Residents: With respect to the distribution of this report in the member states of the European Union (“EU”) and the European Economic Area (“EEA”) by NBC Paris, 

the contents of this report are for information purposes only and do not constitute investment advice, investment research, financial analysis or other forms of general 

recommendation relating to transactions in financial instruments within the meaning of Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 

(“MiFID 2”). This report is intended only for professional investors and eligible counterparties within the meaning of MiFID 2 and its contents have not been reviewed or 

approved by any EU/EEA authority. NBC Paris is an investment firm authorised by the French Prudential Control and Resolution Authority __ (“ACPR”) to provide investment 
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Percier, 75008 Paris, France. “NBC Financial Markets, a subsidiary of National Bank of Canada” is a trade name used by NBC Paris S.A. 

NBF is not authorised to provide investment services in the EU/EEA. 
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their NBCFI registered representative.  

This report is not a research report and is intended for Major U.S. Institutional Investors only. This report is not subject to U.S. independence and disclosure standards 

applicable to research reports. 
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information will only be available to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)). If you 
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