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The threshold 
is the place of 
expectation.
Johann Wolfgang von Goethe,                 
German writer & central literary figure in 
German Romanticism, in his book 
“Wilhelm Miesiter’s Apprenticeship” 
(1795)
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1. Oil (Brent) Above $100 per Barrel

Source: (1) Bloomberg. Data as of September 16, 2026. 

Importance: Resurgent, persistent inflation. Delays monetary easing cycle. Compression on 
corporate margins. EMFX vulnerabilities. Headwinds for growth. Wider deficits. Wealth transfer to 
producers. Geopolitical risk premium becomes structural.
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2. Entire US Treasury Curve Above 4%

Source: (1) Bloomberg. Data as of September 16, 2026. Fed funds is upper bound. 

US Treasury curve As of Sep 16, 2026

As of Jan 1, 2026

Fed Funds
4.00%

2 yr UST
4.74%

5 yr UST
4.88%

10 yr UST
5.02%

30 yr UST
5.36%

5%

4%

Importance: Higher cost of capital baseline across financial system. Tightening financial 
conditions. Reshapes risk asset valuations. Compresses equity multiples. Credit spread widening. 
Squeezes carry trade. USD tailwinds. Regional bank & CRE balance sheet marks. Augments UST 
debt servicing strain.
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3. 10 Year UST Yields Above 5%

Source: (1) Bloomberg. Data as of September 16, 2026. 

3.8%

5.1%

Jan-2025 Sep-2026

10 yr UST

Importance: Direct impact to mortgage rates. Reprices cost of capital across financial system. 
Spike in corporate debt capital costs. Tightens private sector financial conditions. Rate & FX 
volatility. Bank portfolio unrealized losses. Treasury auction tails. Curve steepening on term premia. 

5% threshold
5.02%
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4. 10 Year TIPS Real Yields Breaching 2.5%

Source: (1) Bloomberg. Data as of September 16, 2026. Generic 10-year government TIPS.

US 10 year TIPS real yield

1.6%

2.7%

Jan-2025 Sep-2026

Importance: Weakens anchor for long duration equity valuations (especially for unprofitable tech). 
Housing affordability more closely linked to real rates.  PE & VC hurdle rates, write-downs and 
selling pressure. Cash-flow discipline ripples through capex & buybacks. Downward pressure on 
insurance & pension liability values (a net positive). EM outflows.

2.5% threshold
2.69%
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5. 30 Year UST Auctions Breaching 5%

Source: (1) Bloomberg. US Treasury. Data as of September 16, 2026. 

US 30yr bond auction yield
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5% threshold
5.308%

Sep 10, 2026

Importance: Structural drag on LT borrowing. Higher US Gov debt servicing costs. Mark-to-market 
capital losses for longer-dated life insurance and pension fund liabilities. MBS valuations. Municipal 
& long dated public debt markets. Structural discounting of very long-duration growth assets (i.e., 
tech, green energy, capital intensive AI infrastructure).
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6. 10 Year JGB Yields Above 3%

Source: (1) Bloomberg. Data as of September 16, 2026. 
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10 yr JGB

3% threshold
2.99%

Importance: Squeezes Yen carry trade.  Higher Japanese debt-servicing costs. Yen appreciation & 
export headwinds. Structural pivot for JGB policy after multi-decade easing. Downward pressure 
on domestic equities. Crowds out foreign investment. Impact of repatriation flows on US Treasuries.



Crossing Critical Thresholds / SEP 2026 / page 10

7. Dollar / Yen Below 160

Source: (1) Bloomberg. Data as of September 16, 2026. Appreciation & depreciation data is JPY vs. USD. Graph shows USD vs. JPY, inverted. 

USD / JPY 

160 threshold

+93% (-12%) (-2%) (-23%)

1986 - 1995 1996 - 2005 2006 - 2015 2016 - 2026

Importance: Yen weakness supercharges carry trade. Heightens MOF/BOJ intervention risk. 
Tightens financial conditions for dollar-exposed economies. Higher FX hedging cost adversely 
impact UST demand. Correlation shifts in G10FX. BOJ policy pressure and disorderly capital flows.

USD / 
JPY:

156.1
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8. Gold Above $3,000 per Oz

Source: (1) Bloomberg. Data as of September 16, 2026. 
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Importance: Currency debasement hedge. Impacts portfolio diversification strategies as real 
yields simultaneously rise. Accelerates CB diversification & de-dollarization. Amplifies geopolitical 
risk premia concerns. Erodes sovereign bond safe haven dominance. 
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9. Gold Above USTs as #1 Reserve Asset

Source: (1) Bloomberg. Data is latest through July 2026. USTs is official Treasury holdings by central banks at the Fed and non-Fed official holdings (Euroclear, Clearstream and 
other offshore nodes. UST data through September 2026. Gold data through July 2026. 

Importance: Erodes dollar dominance. Reinforces heightened concerns around sanctions policy. 
Debases long-end sovereign yield safe haven flows. Establishes new floor for gold more driven by 
sovereign than cyclical dynamics. Encourages multi-polar reserve system. Upward pressure on UST 
yields. Geopolitical realignment of monetary power.

Share of total global central bank reserves, % of total
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10. Silver Above $50 per Oz

Source: (1) Bloomberg. Data as of September 16, 2026. 
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$50 threshold

$63

Importance: Repricing high tech manufacturing costs. Supply squeeze on physical delivery. 
Narrows historical gold-silver ratio and gold’s historical outperformance. Less confidence in fiat 
currency purchasing power. Augments retail demand for physical product. Embodies silver’s 
evolving role from investment asset to strategic industrial input. Tighter pricing correlation with 
grid buildout.
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11. US Gov Debt Above 100% of GDP

Source: (1) Congressional Budget Office. Long-Term Budget Projections (Feb 2026). Historical Data on federal Debt Held by the Public. 2026 federal debt is CBO estimate. 

Federal debt held by the public, % of GDP 

1980 - 1989 1990 - 1999 2000 - 2009 2010 - 2019 2020-26

100% threshold

26%

61%

34%41%

99% 101%

Importance: Upward pressure on term premia becomes more structural than cyclical. Regime 
change toward fiscal dominance. Erosion of UST risk-free premium at the margin. Compromises 
fiscal agility & discretionary spending. Debt trajectory becomes self-reinforcing as yields rise. Refi 
walls building. Sovereign credit rating pressure. Competition for global capital intensifies. LT 
inflation & currency risk.
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12. US Debt Interest Payments Above $1 Trillion

Source: (1) Bloomberg. Data through Q2 2026, as of September 14, 2026. 

US government interest payments, annualized, USD bn
Federal government payments only 

1950 1970 1990 2010 2026

$1.2 trillion

COVID 
Crisis

$1 trillion threshold

GFC

Importance: Net interest surpasses key federal outlays. Compounds deficit expansion. Squeezes 
discretionary spending. Elevated term premia and market yields. Structural fiscal dominance. Pro-
cyclical fiscal tightening. Debt-service feedback loops and risk asset valuations.
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13. OECD Debt Interest Payments Above $2 Trillion

Source: (1) Bloomberg. Data through 2026. OECD, “OECD Economic Outlook, Volume 2026 Issue 1”. Flags represent all OECD member countries. Chart data excludes Chile, Costa 
Rica, Mexico, and Türkiye due to no available data. 

OECD annual government interest payments, USD tn
Government payments include federal, state, & local Total:

$2.4 tn

OECD ex-US:
$0.8 tn

US:
$1.5 tn

$0.0

$2.5

2000 2026

$2 trillion threshold

Importance: Synchronized global fiscal strain.  Pressure on public investment. Refinancing wall & 
term structure shifts. Structural rise in sovereign yields. Increased fiscal consolidation & tax 
pressure. DM fiscal deficits driven by debt service line. More price-sensitive sovereign buyer base. 
Elevates global cost of capital.
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14. US 30-Year Fixed Mortgage Rates Above 8%

Source: (1) Bloomberg. Data as of September 16, 2026. Bankrate.com US Home Mortgage 30 Year Fixed National Average.

2010-2015 2016-2020 2021-2026

6.90%

US 30-year fixed mortgage rate, national average

Importance: Adversely impacts home affordability. Amplifies housing “lock-in” dynamics. Revenue 
contraction for real estate ecosystems. Structural shift toward rental demand. Drags home equity 
and remodeling capex. Valuation implications for MBS. Downward pressure on homebuilder 
volumes, housing starts and economic activity.

0%

9%

8% threshold
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15. Corporate Profit Margins Above Historic 11% Threshold

Source: (1) Bloomberg. Data as of September 16, 2026. Corporate profit margin is trailing 12 months. 

S&P 500 corporate profit margin

6%

16%

2010 2012 2014 2016 2018 2020 2022 2024 2026

Importance: More earnings driven equity markets. Reduces labor share of total income. 
Drives sustained, elevated corporate capex and M&A cycles. Incentivizes market entry, margin 
compression. Higher buyback volumes. Tailwind for economic growth.

Historic 5 & 10 year avg. threshold: 11%

15.6%
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16. Corporate Earnings Growth in Double Digit Territory

Source: (1) FactSet, Earnings Insight Report (September 4, 2026). 

7 consecutive quarters of 
double-digit earnings growth

Importance: Equity market re-rating. Extends corporate capex and R&D cycle. Resilient wage 
growth & hiring. Surging M&A deal activity. Sustains equity capital return to shareholders. Drives 
growth in more financialized economies.

10% threshold

S&P 500 quarterly earnings growth, y/y
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17. Leverage Loan Default Rates Above 3%

Source: (1) Moody’s, “Easing credit risk masks a fragmented landscape”. Data is latest through July 2026.  

Importance: Tightens bank lending & private credit standards. Divergence from lower bond 
default rates. Higher risk for covenant-lite structures. Higher stress on private sector market. 
Pressure on CLO markdowns and new product formation. Surge in corporate restructuring & 
bankruptcies. Downward pressure on PE & LBO volumes. 

0%

12%

1996 2001 2006 2011 2016 2021 2026

Leverage loan default rates, trailing 12 months

5.2%

3% threshold
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2026E

18. Hyperscalers’ Capex > $1 Trillion Per Annum

Source: (1) Bloomberg, “The AI Spending Boom Is Huge But Not Unprecedented”. Data trailing 12 months. Oracle’s quarters end a  month earlier than the other companies. 2026E 
data is based on company announcements, including Q2. Oracle estimate for FY 2026. Alphabet 2026 and 2027 projections based on high-end of analyst estimates. 

Top 5 hyperscalers’ capex, USD bn

2027E

~$1.0 tn 

$200

$225

$250

$250

$75

2012 2025

$810 bn 

$1 trillion threshold

$145

$190

$220

$205

$50

$412 bn

Importance: Transforms tech business models from asset light to asset intensive. Structural FCF 
compression. Increased demand on corporate credit markets.  Transformative driver of capital 
market volumes.  Heightens competition for global capital and sovereign issuance. Heightens focus 
on ROI and depreciation cycles. More elevated concentration & systemic risks. Supply chain 
repricing.
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19. Annual USD IG Bond Issuance Above $2 Trillion

Source: (1) CFR. Data as of September 16, 2026. 

Importance: Direct competition for sovereign debt flows. Refinancing walls and duration 
realignment.  Corporate sector leverage expansion. Concentration shift in bond indices toward 
capital intensive sectors. Upward pressure on new issue concessions. Global competition for capital 
intensifies. Higher demand for global capital increases currency & hedging requirements.
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2026
Annualized

20. Global M&A Volumes Above $6 Trillion

Source: (1) Dealogic. Cortex. Data through September 16, accessed on September 16, 2026. 

Importance: New market entrants. Business disintermediation risk. Business strategy shocks. 
Capital markets volumes. Historic reallocation of corporate capital. Heightened regulatory and anti-
trust scrutiny. Heightens post-merger integration challenges & goodwill impairment risks. Sector 
specific valuation resets.

Annual global M&A volumes, USD tn
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2026 Global Growth Revised Lower 

Source: (1) Oxford Economics. Data as of September 16, 2026. Bahrain, Iran, Israel Jan 2026 forecast is Bloomberg consensus. 

GDP growth forecasts, y/y (January 2026 vs. September 2026) 

Region Jan 2026 Sep 2026
North America 

US 2.5% 2.2%
Mexico 1.4% 1.2%
Canada 0.9% 1.0%
Eurozone 0.9% 1.0%
Spain 2.4% 2.7%
Germany 0.7% 1.0%
Italy  0.6% 0.9%
France 0.8% 0.5%

Other Europe 
Poland 3.8% 3.4%

Sweden 2.4% 2.4%

Norway 2.2% 1.4%

Switzerland 0.9% 1.2%

UK 1.0% 1.0%

Russia (-0.1%) 0.7%

LatAm 

Colombia 3.0% 3.0%

Argentina 2.3% 2.2%

Brazil 1.6% 2.0%

Chile 2.2% 0.4%

Region Jan 2026 Sep 2026
MENA 

Iran 2.1% ?
Israel 4.2% 4.8%
Saudi Arabia 4.3% (-2.4%)
UAE 4.5% (-1.5%)
Qatar 6.4% (-22.1%)
Kuwait 3.4% (-21.2%)
Oman 2.3% 2.3%
Bahrain 3.0% (-16.0%)
Egypt 4.9% 4.6%
Türkiye 3.0% 2.5%

APAC 
India 6.5% 7.6%
Singapore 3.1% 5.2%
Indonesia 5.1% 5.1%
China  4.5% 4.7%
South Korea 2.1% 3.4%
Philippines 5.4% 3.0%
Thailand 1.5% 2.1%
Australia 2.5% 2.0%
Japan 0.7% 0.5%
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Global Currency Forecasts

Source: (1) Bloomberg. MUFG Foreign Exchange Outlook – September 2026 (Derek Halpenny). Data as of September 16, 2026. 

Currency pair Spot
(Sep 16) Q3 2026 Q4 2026 Q1 2027 Q2 2027 

EUR / USD 1.15 1.15 1.18 1.20 1.20

GBP / USD 1.35 1.35 1.36 1.38 1.37

USD / JPY 155 158 156 154 152

USD / CNY 6.71 6.70 6.65 6.60 6.60

AUD / USD 0.71 0.71 0.72 0.73 0.74

NZD / USD 0.58 0.58 0.59 0.60 0.61

USD / CAD 1.39 1.41 1.39 1.38 1.36

USD / NOK 9.35 9.48 9.32 9.25 9.25

USD / SEK 9.78 9.74 9.58 9.25 9.08

USD / CHF 0.82 0.81 0.79 0.77 0.76

USD / MXN 17.14 17.10 17.00 16.85 16.50

USD / BRL 5.15 5.25 5.15 5.00 4.90

USD / CLP 954 930 915 880 870
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MUFG Global Rates Forecasts 

Source:  (1) MUFG Global Macro Research (George Goncalves). Bloomberg. Data as of September 16, 2026. Fed funds is upper bound. 

Q3 2026 Q4 2026 Q1 2027 Q2 2027
Spot

(Sep 16) MUFG Consensus MUFG Consensus MUFG Consensus MUFG Consensus

Fed Funds  4.00% 4.00% 3.94% 4.25% 4.00% 4.25% 3.93% 4.25% 3.80%

2 yr UST 4.74% 4.38% 4.38% 4.25% 4.18% 4.13% 4.04% 4.00% 3.92%

5 yr UST 4.88% 4.60% 4.53% 4.38% 4.32% 4.25% 4.21% 4.13% 4.09%

10 yr UST 5.02% 4.75% 4.79% 4.63% 4.64% 4.50% 4.55% 4.38% 4.47%

30 yr UST 5.36% 5.25% 5.24% 5.00% 5.15% 4.88% 5.06% 4.75% 4.99%
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Click or scan the QR code to view past reports, 
policy notes and more.
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http://www.mufgamericas.com/insights-and-experience/insights/capital-markets-strategy
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Disclaimer
The information herein provided is for information purposes only, and is not to be used or considered as investment research, a proposal or the solicitation of 
an offer to sell or to buy or subscribe for securities or other financial instruments. Neither this nor any other communication prepared by MUFG Bank, Ltd. 
(“MUFG Bank”), MUFG Securities Americas Inc., or other MUFG group companies (collectively, "MUFG") is or should be construed as investment advice, a 
recommendation or proposal to enter into a particular transaction or pursue a particular strategy, or any statement as to the likelihood that a particular 
transaction or strategy will be effective in light of your business objectives or operations. Before entering into any particular transaction, you are advised to 
obtain such independent financial, legal, accounting and other advice as may be appropriate under the circumstances. In any event, any decision to enter into 
a transaction will be yours alone, not based on information prepared or provided by MUFG. MUFG hereby disclaims any responsibility to you concerning the 
characterization or identification of terms, conditions, and legal or accounting or other issues or risks that may arise in connection with any particular 
transaction or business strategy. MUFG is not acting and does not purport to act in any way as an advisor or in a fiduciary capacity.

Certain information contained in this presentation has been obtained or derived from third party sources and such information is believed to be correct and 
reliable but has not been independently verified.  While MUFG believes that factual statements herein and any assumptions on which information herein are 
based, are in each case accurate, MUFG makes no representation or warranty regarding such accuracy and shall not be responsible for any inaccuracy in such 
statements or assumptions. Note that MUFG may have issued, and may in the future issue, other reports that are inconsistent with or that reach conclusions 
different from the information set forth herein. Such other reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who 
prepared them, and MUFG is under no obligation to ensure that such other reports are brought to your attention.  Furthermore, the information may not be 
current due to, among other things, changes in the financial markets or economic environment and MUFG has no obligation to update any such information 
contained in this presentation.  This presentation is not intended to forecast or predict future events. Past performance is not a guarantee or indication of 
future results. Any prices provided herein (other than those identified as being historical) are indicative only and do not represent firm quotes as to either price 
or size. This presentation has been prepared by members of our capital markets strategy team and does not necessarily represent the MUFG “house” view.

This presentation is proprietary to MUFG Securities and may not be quoted, circulated or otherwise referred to without our prior written consent. 
Notwithstanding this, MUFG Securities shall not be liable in any manner whatsoever for any consequences or loss (including but not limited to any direct, 
indirect or consequential loss, loss of profits and damages) arising from any reliance on or usage of this presentation and accepts no legal responsibility to any 
investor who directly or indirectly receives this material.

IRS Circular 230 Disclosure: MUFG Securities does not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any 
attachments) is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone not 
affiliated with MUFG Securities of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

The MUFG logo and name is a service mark of Mitsubishi UFJ Financial Group, Inc., and may be used by it or other MUFG group companies for branding or 
marketing purposes. Group companies include MUFG Bank, MUFG Americas Capital Leasing & Finance, LLC, Mitsubishi UFJ Trust and Banking Corporation, 
MUFG Securities Americas Inc., and deposit activities performed by banking affiliates of MUFG, including, in the United States, MUFG Bank.

MUFG Bank is NOT a member of the FDIC and its deposit products are NOT insured by the FDIC or by any other government agency. 

© 2026 Mitsubishi UFJ Financial Group Inc. All rights reserved.
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