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• Moody's cut its credit rating for the US on Friday from Aaa to Aa1 (stable outlook). Moody’s placed the US rating on watch in 

November 2023, so the news was not unexpected. Moody’s cited the federal government’s budget deficit and debt as key concerns. 

• Moody’s is the last of the three major ratings agencies to cut the US rating from the best possible rating. S&P downgraded the 

US from AAA to AA+ in August 2011, and Fitch did so in August 2023. 

• US 10-year Treasury yields rose 5bp on Friday overall, closing at 4.48%, a level similar to that reached around a week after 

‘Liberation Day’ on 2 April. 

• We do not expect any forced selling of US Treasuries as a result. However, the ratings downgrade reflects ongoing uncertainty 

regarding US policy. 

There has been a steady decline in ratings for US Treasuries since the early nineties (see Tables 1 and 2). The US debt-to-GDP ratio and 

budget deficit have been on a worsening trend, and had led agencies to downgrade the rating over time. Credit downgrades of the US 

government have lost political significance after S&P downgraded the US in 2011, and there were limited, if any, repercussions. 

Ultimately, we do not expect there to be forced selling of US Treasuries. 

Table 1:  S&P rating for the US1 

Rating Watch Effective 

AA+u  5 August 2011 

AAAu Negative 14 July 2011 

AAAu  24 February 2011 

AAA  27 July 1992 

Table 2: Moody's rating for the US1 

Rating Watch Effective 

Aa1  16 May 2025 

Aaa  2 August 2011 

Aaa Negative 13 July 2011 

Aaa  6 February 1996 

Aaa Negative 24 January 1996 

Aaa  6 May 1993 

 

The news reflects ongoing uncertainty in several areas of US policy, including around the shape of the US budget, which is starting to 

worry markets. Early in his presidency, President Trump was discussing government spending cuts, deregulation to accelerate growth, 

and revenue raised from tariffs, which would balance off the extension of the 2018 tax cuts and any other expansionary policies. It 

appears this will not be the case. Republicans’ “One, Big, Beautiful Bill”, which includes significant tax cuts, has passed the House 

Budget Committee after initially failing to do so; the next step is the Rules Committee, before going to the full House for a vote. 

Other news items impacting US markets include speculation that there will be a change in US banking regulations, loosening the 

Supplementary Leverage Ratio (SLR), which would make it less punitive for US banks to own US Treasuries. This could be helpful, leading 

to more entities who can buy more Treasuries and help absorb the high levels of issuance. The SLR constrains balance-sheet capacity 

and reduces banks’ ability to lend. You can see evidence that banks have been reined in, potentially too much, by looking at the growth 

of the private credit markets. These changes are likely to only impact the largest globally systematically important banks. 

INSIGHT’S INVESTMENT VIEW: US TREASURIES 

• We expect a US economic slowdown to lead to Fed rate cuts, but we believe uncertainty over tariffs and their potentially inflationary 

effects will stay the Fed’s hand. However, we think the Fed will act rapidly once it decides to cut. 

• Curve steepening is a consensus trade, but we expect this in the near term due to the market repricing the front end of the curve 

given a higher likelihood of Fed cuts (rather than higher expectations for growth leading the longer end of the curve to rise). 

• That said, given heightened inflation risks, limited fiscal discipline and potential eroding confidence in the US fiscal situation, we 

expect the term premium to rise somewhat over the horizon. 

 
1 Source: Bloomberg, as at 19 May 2025. 



 

 

 

 

IMPORTANT INFORMATION 
Material in this publication is for general information only. This material is not intended to be relied upon as a forecast, research or 
investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. 
This document must not be used for the purpose of an offer or solicitation in any jurisdiction or in any circumstances in which such offer 
or solicitation is unlawful or otherwise not permitted. This document should not be duplicated, amended or forwarded to a third party 
without consent from Insight Investment. 

This material may contain ’forward looking’ information that is not purely historical in nature. Such information may include, among 
other things, projections and forecasts. Forecasts are not guarantees. 

The information and opinions are derived from proprietary and non-proprietary sources deemed by Insight Investment to be reliable, 
are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no 
responsibility arising in any other way for errors and omissions (including responsibility to any person by reason of negligence) is 
accepted by Insight Investment, its officers, employees or agents. Reliance upon information in this material is at the sole discretion of 
the reader. 

Telephone conversations may be recorded in accordance with applicable laws. 

For clients and prospects of Insight Investment Management (Global) Limited:  
Issued by Insight Investment Management (Global) Limited. Registered in England and Wales. Registered office 160 Queen Victoria 
Street, London EC4V 4LA; registered number 00827982. 

For clients and prospects of Insight Investment Funds Management Limited:  
Issued by Insight Investment Funds Management Limited. Registered in England and Wales. Registered office 160 Queen Victoria Street, 
London EC4V 4LA; registered number 01835691. 

For clients and prospects of Insight Investment Management (Europe) Limited:  
Issued by Insight Investment Management (Europe) Limited. Registered office Riverside Two, 43-49 Sir John Rogerson’s Quay, Dublin, 
D02 KV60. Registered in Ireland. Registered number 581405. Insight Investment Management (Europe) Limited is regulated by the 
Central Bank of Ireland. CBI reference number C154503.  

For clients and prospects of Insight Investment International Limited:  
Issued by Insight Investment International Limited. Registered in England and Wales. Registered office 160 Queen Victoria Street, 
London EC4V 4LA; registered number 03169281. Insight Investment Management (Global) Limited, Insight Investment Funds 
Management Limited and Insight Investment International Limited are authorised and regulated by the Financial Conduct Authority in 
the UK. Insight Investment Management (Global) Limited and Insight Investment International Limited may operate in certain European 
countries in accordance with local regulatory requirements. 

For clients and prospects based in Singapore:  
This material is for Institutional Investors only. This documentation has not been registered as a prospectus with the Monetary Authority 
of Singapore. Accordingly, it and any other document or material in connection with the offer or sale, or invitation for subscription or 
purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the subject of an invitation for 
subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor pursuant to 
Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the ‘SFA’) or (ii) otherwise pursuant to, and in accordance with 
the conditions of, any other applicable provision of the SFA. 

For clients and prospects based in Australia and New Zealand: 
This material is for wholesale investors only (as defined under the Corporations Act in Australia or under the Financial Markets Conduct 
Act in New Zealand) and is not intended for distribution to, nor should it be relied upon by, retail investors. Both Insight Investment 
Management (Global) Limited and Insight Investment International Limited are exempt from the requirement to hold an Australian 
financial services licence under the Corporations Act 2001 in respect of the financial services; and both are authorised and regulated by 
the Financial Conduct Authority (FCA) under UK laws, which differ from Australian laws. If this document is used or distributed in 
Australia, it is issued by Insight Investment Australia Pty Ltd (ABN 69 076 812 381, AFS License No. 230541) located at Level 2, 1-7 Bligh 
Street, Sydney, NSW 2000. 

For clients and prospects of Insight North America LLC:  
Insight North America LLC is a registered investment adviser under the Investment Advisers Act of 1940 and regulated by the US 
Securities and Exchange Commission. INA is part of ‘Insight’ or ‘Insight Investment’, the corporate brand for certain asset management 
companies operated by Insight Investment Management Limited including, among others, Insight Investment Management (Global) 
Limited, Insight Investment International Limited and Insight Investment Management (Europe) Limited (IIMEL). 

© 2025 Insight Investment. All rights reserved. IC4157 

 


