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Hormuz Quagmire Triggers Global Rates Selloff
The persistent supply-side global inflation shock emanating from Hormuz has evolved 
from a commodity market narrative to a rates-duration story.  Higher than expected US 
inflation data and stalled Trump-Xi diplomacy has convinced markets that higher-for-
longer inflation is back on the table.  Real yields are driving the move, term premia is 
rising across the DM curve, and idiosyncratic pressures in the UK and Japan are 
amplifying the repricing.
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Front End of UST Curve Moving Higher with Oil

Source: (1) Bloomberg. Data as of May 20, 2026. 
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Source: (1) Bloomberg. Data as of May 20, 2026. 
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Synchronized Sell-off in Global Long Duration Bonds 

Source: (1) Bloomberg. Indices are all 10+ yr duration. Data as of May 20, 2026. Change since Feb 27, 2026. 

Source: (1) Bloomberg. Data as of May 20, 2026. 
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Persistent, supply side, oil-driven inflation shock •

Higher structural debt & deficits • 

Political instability precipitating expansive fiscal policy •

Resilient growth, tight labor markets •

Repricing of central bank policy paths •

Unwind of JGB anchoring & Japanese repatriation flows •

Global repositioning vis-à-vis duration • 

Source: (1) Bloomberg. Data as of May 20, 2026.

UST curve 

Hormuz Quagmire Reprices UST Curve

Source: (1) Bloomberg. Data as of May 20, 2026. Fed funds is upper bound. 
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Markets Pricing No Fed Cuts in 2026

Source: (1) Bloomberg. Data as of May 20, 2026. First data point is Fed Funds effective rate. Data for grey line is as of January 2, 2026. 
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