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Summer Steepening at the Long End

Key drivers of higher yields at long-end of UST curve

o Geopolitical risk premia; war-induced supply shocks
9 Inflation trifecta (energy prices, tariffs, Al buildout)
e Hawkish repricing of Fed policy expectations

o Fed-Treasury policy ambiguity

e Fiscal sustainability concerns (debt & deficits)

e Rising sovereign & UST supply

o Global competition for capital

o Competing long-duration Al debt supply

0 Evolving UST buyer base

@ BOJ policy normalization weakens long duration anchor

Multi-Year Step-up in Long Duration UST Yields &£

Following a decade of volatility and yield suppression between the GFC and COVID crisis,
longer-duration UST yields have been steadily rising since early 2020 through several
phases driven by: (1) the immediate post-COVID inflation surge of 2020-21; (2) the Fed
tightening cycle of 2022-23; (3) rising US deficits, Treasury supply and policy credibility
concerns since 2024; and (4) increase in global competition for capital in 2025-26.

20-year US Treasury yield-to-worst

48% 2020-21: Post COVID inflation surge

4.45%
2022-23: Fed tightening cycle
2024-26: More focus on deficits, UST supply, policy concerns
2025-26: Global competition for capital
Mar 2020:
COVID crisis
0.88% +357 bps
0.5%
Jan-2016 Aug-2026

Source: (1) Bloomberg. Data as of August 21, 2026.

Longer Duration More Vulnerable in Summer 2026 E=

With the front-end more anchored by Fed policy, longer-duration UST yields became more
vulnerable to bear steepening in July-August 2026 with term premia rising as a result of: (1)
a return of geopolitical risk; (2) renewed US trade & tariff policy escalation; (3) the

persistence of structurally higher US debt & deficits; and (4) Fed-Treasury policy ambiguity.

2-year UST 5-year UST

+86 bps +92 bps
4.4% 4.24% 4.5% 4.42%
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10-year UST 30-year UST
+80 bps +66 bps
4.8% 4.73% 5.4% 5.27%
+53 bps +27 bps +34 bps +32 bps
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Source: (1-4) Bloomberg. Data as of August 21, 2026. Stage 1 is Feb 27 - Jun 30, 0 Stage 1: US-lran war, US flscal concerns

stage 2is June 30-August 21, 2026. @) Stage 2: Renewed geopolitical risk; hawkish Fed repricing
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“Macro stability isn’t everything, but without it, you have nothing.”
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