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Historically, rising oil prices have pushed nominal US Treasury yields and breakevens
higher by augmenting both realized and expected inflation. As the US-Iran ceasefire has
driven oil prices lower, UST yields have not declined in tandem. Rather, the rates curve is
now taking its cue from the Fed’s reaction function, term premium, fiscal concerns and
election-related policy risk. While the war may have precipitated a higher structural
premium in rates markets, the ceasefire has not paved the way for a cyclical move lower
in yields in lockstep with oil. This disconnect was reinforced by Kevin Warsh’s inaugural
FOMC meeting as Fed Chair. Though communication was sparse by design, Warsh
signaled an unambiguous return to orthodoxy and the Fed's mission to safeguard price
stability.
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Source: (1-2) Bloomberg. Data as of June 18, 2026.
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“Macro stability isn’t everything, but without it, you have nothing.”
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