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U.S. 30Y Bond Yield at Its Highest Since 2005
Has It Priced In Debt Concerns, De-Dollarization, and a Potential Fed Rate Hike?

U.S. 30-Year Bond Yields
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The Crowded Trade in the Fixed-Income Market
Avoid Long Duration; Focus on the 2-5 Year Segment of the Yield Curve

…the most 

popular trade is 

not necessarily 

the most 

appropriate one.

U.S. Treasury Yield Curve (08/31/2026)
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U.S. Treasury Long-Duration Buyback Program
The Perceived Safety of Short Duration Is Vulnerable to Surprises

◼ From 9 September 2026, the maximum size for liquidity-support buybacks in the 10-20Y and 20-30Y nominal-

coupon sectors increased from $2bn to at least $4bn per operation. The higher cap applies through 4 

November 2026, the end of the current refunding quarter. This is one day after the U.S. midterm election.

◼ Despite being framed as a liquidity-management measure, it is generally seen as a desperate move by the 

Treasury Department to contain rising long-duration yields in the bond market. However, the more 

desperate the intervention appears to the market, the more likely it is to induce nervous selling by investors.

◼ News coverage focuses on the risks associated with long-duration bonds. We are not necessarily 

constructive on this segment. However, we believe the market has overlooked the vulnerability of the short- to 

medium-duration segment of the U.S. Treasury market.

◼ We believe that there is considerable downside risk to short- to medium-duration bonds, driven by U.S. 

debt-refinancing requirements.
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U.S.$7.9 Trn of Refinancing Needs in 2027-2028
77.1% of the Total Is Currently Funded by Short-Term Notes

Marketable Principal Maturing

$7.88tn
2027-2028 | as of 31 Jul 2026

Why It Matters

Notes total $6.08tn, while bonds total 

only $63bn.

77.1% of the two-year 

maturity wall is in Treasury notes

The 2027-2028 Refinancing Wall is Note-Heavy
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Regular Nominal Coupon Supply Already Favors 2-10 Years
87% of August’s Issuance Was in the 2-10-Year Sector

Regular Coupon Supply Is Already Concentrated in 2-10 Years
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Debt Refinancing Through 2-10Y Could Save 58bp in Costs
This Would Save US$46bn in Annual Interest Costs, Assuming 2027-2028 Maturities Are Refinanced
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Bearish Flattening Is the Pressure Case – Not the Only Case
Supply Pressure on the 2-7Y Segment

Scenario Observable Catalyst Relative Sector Effect Curve Shape

Intermediate-

pressure case

2-10Y coupon supply rises; 

inflation stalls; policy stays 

restrictive.

2-10Y yields rise relatively 

more.

Bearish flattening, especially 

5s30s.

Long-end stress 

case

10-30Y coupon issuance 

increases; fiscal term premium 

rises.

Long bonds underperform. Bearish steepening.

Growth-break / 

bill-absorption 

case

Labour weakens and 

disinflation becomes credible, 

or funding is met through 

bills/CMBs.

The front end rallies; coupon 

pressure eases.

Bull steepening or a flatter 

supply impact.
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Is Warsh Really as Hawkish as He Sounds?
Trump Has Not Openly Criticized Warsh for His Hawkish Stance at Jackson Hole

Intermediate-curve Transmission

1 | Inflation Progress Stalls

Data do not show credible convergence to the 

target.

2 | Expected Policy Path Reprices

2-5Y yields are most directly exposed.

3 | Risk of 2-10Y Underperformance

Long-end response remains conditional on 

growth and term premium.

Macro Releases Leave the Fed Balancing Elevated Inflation Against Uneven Growth

Inflation Real Activity
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Asian High Yield Outperformed
Despite Concerns About the U.S. Yield Curve
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Investment Strategies

◼ Roll over short-dated maturities to lock in relatively high yields at the long end. Long-duration bond yields are not as 

high as in the 1990s, but inflation is expected to be more subdued than in the 1990s, as AI and automation will help 

improve production efficiency. A partial shift from the short end to the long end can also hedge against any surprise move 

by the Fed if it is less hawkish than the market expects.

◼ Given the Treasury Department’s long-end buybacks, new financing and their economic effects are absorbed 

disproportionately by 2-10Y issuance. We expect the greater absorption burden on the intermediate sector to lift 2-10Y 

yields relative to 20-30Y. The result is a bearish flattening of the yield curve. We advise investors to gain exposure 

through a 5s30s outperformance note.

◼ Beyond the U.S.-centric fixed-income universe, we believe there will be a general flight to safety, and Asian credit is 

benefiting from this trend. Among Asian opportunities, we note that Asian high yield has significantly outperformed its 

U.S. and European counterparts, as capital flows view Asia as a temporary safe haven. 
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Disclaimer and Important Notice

Hong Kong: The information contained in the document herein is confidential and is not intended for general public distribution or for use by any person or entity located or residing in any jurisdiction which restricts the

distribution of such information by KGI Asia Limited ("KGI") or any affiliate of KGI. Re-distribution of the document herein and any part thereof by any means is strictly prohibited. Such information shall not be regarded as

an offer, invitation, solicitation or recommendation to invest in or sell any securities or investment products to any person or entity in any jurisdiction. The above information (including but not limited to general financial and

market information, news services, market analysis and product information) is for general information and reference purpose only and may not be reproduced or published (in whole or in part) for any purpose without the

prior written consent of KGI Asia Ltd. Such information is not intended to provide investment advice and should not be relied upon in that regard. You are advised to exercise caution, and if you are in any doubt about such

information, you should seek independent professional advice.

You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You should carefully consider whether

investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

No representation or warranty is given, whether express or implied, on the accuracy, adequacy or completeness of information provided herein. In all cases, anyone proposing to rely on or use the information contained

herein should independently verify and check the accuracy, completeness, reliability and suitability of the information. Simulations, past and projected performance may not necessarily be indicative of future results.

Information including the figures stated herein may not necessarily have been independently verified, and such information should not be relied upon in making investment decisions. None of KGI, its affiliates or their

respective directors, officers, employees and representatives will be liable for any loss or damage of any kind (whether direct, indirect or consequential losses or other economic loss of any kind) suffered or incurred by any

person or entity due to any omission, error, inaccuracy, incompleteness or otherwise, or any reliance on such information. Furthermore, none of KGI, its affiliates or their respective directors, officers, employees and

representatives shall be liable for the content of information provided by or quoted from third parties.

Complex Products refers to an investment product whose terms, features and risks are not reasonably likely to be understood by a retail investor because of its complex structure. Investors should exercise caution in

relation to complex products. Investors may lose the entire amount or more than the invested amount. For complex products with offering documents or information not reviewed by the Hong Kong Securities and Futures

Commission (SFC), investors should exercise caution regarding the offer. For complex products described as SFC-approved, such approval does not imply official endorsement, and SFC recognition does not equate to a

recommendation or assurance of the product’s commercial viability or performance. Past performance data, if provided, is not indicative of future performance. Some complex products are only available to professional

investors. Before making any investment decisions, investors should review the offering documents and other relevant information to understand the key nature, features, and risks of the complex products. Independent

professional advice should be sought, and investors should have sufficient net assets to bear the potential risks and losses associated with the product. Members of the KGI group and their affiliates may provide services

to any companies and affiliates of such companies mentioned herein. Members of the KGI group, their affiliates and their directors, officers, employees and representatives may from time to time have a position in any

securities mentioned herein.

Bond investment is NOT equivalent to a time deposit. It is NOT protected under the Hong Kong Deposit Protection Scheme. Bondholders are exposed to a variety of risks, including but not limited to: (i) Credit risk - The

issuer is responsible for payment of interest and repayment of principal of bonds. If the issuer defaults, the holder of bonds may not be able to receive interest and get back the principal. It should also be noted that credit

ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; (ii) Liquidity risk - some bonds may not have active secondary markets and it would be difficult or impossible for investors to

sell the bond before its maturity; (iii) Interest rate risk – When the interest rate rises, the price of a fixed rate bond will normally drop, and vice versa. If you want to sell your bond before it matures, you may get less than

your purchase price. Do not invest in bond unless you fully understand and are willing to assume the risks associated with it. Please seek independent advice if you are unsure.

All investments involve risks. The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit

made as a result of buying and selling securities. Prices of securities and fund units may go up as well as down and past performance information presented is not indicative of future performance. Investors should read

the relevant fund's offering documents (including the full text of the risk factors stated therein (in particular those associated with investments in emerging markets for funds investing in emerging markets)) in detail before

making any investment decision. You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You

should carefully consider whether investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

Singapore: This document is provided for general information and circulation only, and is not an offer or a solicitation to deal in any securities or to enter into any legal relations, nor an advice or a recommendation with

respect to any financial products mentioned herein. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should ensure that you understand

the risk(s) involved and should independently evaluate particular investments and consult an independent financial adviser before making any investment decisions. All information and opinions contained herein is based

on certain assumptions, information and conditions available as at the date of this document and may be subject to change at any time without notice.
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