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Why US yields rise matter for Asia  
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Market Highlights 

The big focus in global macro is the increase and stickiness in longer-end 

developed market yields, and in particular a relentless sell-off in US Treasuries 

with the 10-year yield rising above 4.7% as we speak and the 30-year above 5.3% 

- the highest seen since 2007. There are a multitude of factors driving this, including 

some near-term developments such as a possible resumption in the US-Iran conflict 

driving up Brent oil prices closer to the US$90/bbl mark. In addition, the recent muddied 

communication from Fed Chair Kevin Warsh left markets unclear about the Fed’s 

reaction function and commitment to fight inflation, while a deluge in credit supply in 

the AI space might be leading to some competition for capital, all of which are lending 

itself to some indigestion in duration risk in the US Treasury market.  

CHART 1: LONGER-END US TREASURY YIELDS HAVE REMAINED STICKY, 
DRIVEN BY HIGHER RISK PREMIA AND POTENTIALLY A REDUCED ROLE FOR 
DOWNSIDE PROTECTION IN PORTFOLIOS AND AS A SAFE HAVEN  

 

Source: Bloomberg, MUFG GMR estimates. * Note: Drivers based on Structural 

Vector Autoregression model by Cieslak and Pang (2021): “Common shocks in 

stocks and bonds”. 

Ultimately, why US yields are rising matter just as much, if not more, than 

whether they do in gauging the spillovers to other markets including Asia FX 
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and rates. For instance if higher US yields predominately reflect expectations of much 

tighter Fed policy coupled with slowing growth expectations like what we saw during 

2022 at the height of the Russia-Ukraine war, this could potentially have a bigger 

negative impact to our region, relative to a situation where it’s driven by stronger 

expectations for US and global growth.  

On this front, our analysis shows that the rise in US Treasury yields has so far 

been quite benign for Asia and Emerging Markets FX and rates markets for at 

least two key reasons.  

- First, while policy expectations have been tightening this year, growth 

expectations have also been moving in the right direction and so in 

other words it’s not just a policy shock to slow the economy down (see 

Chart 2 below).  

- Second and more importantly, the rise in US Treasury yields also reflect 

a US bond market specific risk premium with equity risk sentiment still 

strong, and especially so since 2025 (see Chart 1 above). The model we 

utilise terms this the “hedging premium” and we view this as the market 

viewing US Treasury bonds as a less effective diversifier of portfolios and a 

safe haven status, and much less so about an overall loss of appeal in US 

assets.  

- Third, there also seems to be a breakdown in the relationship between higher 

US yields including the risk premia component and Asia/EM assets, with 

some Asia FX and rates stronger than implied than what US yields alone 

would suggest.  

CHART 2: WHILE POLICY EXPECTATIONS HAVE BEEN TIGHTENING THIS 
YEAR, GROWTH EXPECTATIONS HAVE ALSO BEEN RISING PROVIDING SOME 
OFFSET  

 

Source: Bloomberg, MUFG GMR estimates. * Note: Drivers based on Structural 

Vector Autoregression model by Cieslak and Pang (2021): “Common shocks in 

stocks and bonds”. 

Ultimately whether this state of affairs can continue for Asia will depend a lot on 

whether risk assets remain buoyant in the face of rising US yields. Can this 

remain so if US 10-year yields continue to march on closer to 5%?  
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From an Asian FX perspective at least, the good news is that the best lead 

indicators for Asia industrial activity that we track continue to point towards risk 

sentiment being supported. These include rising industrial metal prices 

including copper, positive global economic surprises globally, and some of the 

tech specific indicators such as the Bank of Korea’s manufacturing new orders 

index and semiconductor stock prices. 

Overall, this gives us more confidence for the time being that equities should still grind 

higher, credit spreads should remain contained, although global bond yields may 

remain volatile given rising term premia but offset by lower expectations for monetary 

policy tightening. 

For Asia FX specifically, the asset class is a relative story of course and not just an 

absolute one. If we are right about the above, overall resilient relative growth dynamics 

in Asia vis-a-vis the US and stronger risk sentiment channel supports our modal 

forecasts for Asia FX to strengthen modestly against the Dollar, even as there remains 

uncertainty around Fed policy and US yields. There will be local dispersion of course 

and some beta towards likely bouts of oil gyrations, and this will remain especially 

important for the likes of higher yielders in Asia such as PHP, INR and IDR. Local 

factors in these countries such as the recent early closure of the FCNR(B) FX facility 

in India and the appointment of a new Bank Indonesia Governor will also be important 

for these currencies. 

From a regional FX perspective, we continue to like KRW and CNY, with TWD also 

potentially catching up more from here having lagged the moves in KRW over the past 

couple of weeks. Beyond regional factors, the Taiwan dollar could be supported by the 

fading of dividend outflows after the peak season in August, coupled with a resumption 

of foreign inflows and perhaps over time exporter conversion activity especially if CBC 

turns more hawkish moving forward. 

CHART 3: THE BEST LEAD INDICATORS WE TRACK SUGGEST THAT ASIA’S 
INDUSTRIAL ACTIVITY SHOULD REMAIN QUITE ROBUST FOR NOW  

 

Source: Bloomberg, MUFG GMR estimates. Note: lead indicator average of copper 

prices, semiconductor stock prices, and Bank of Korea technology new orders index 
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FOREIGN EXCHANGE

Asia % Chg London close 6pm NewYork close 5pm Close % Chg

USDJPY 159.13 -0.03 159.37 159.46 INDU 53459.78 -0.51

EURJPY 184.57 0.34 184.68 184.67 NKY 69220.25 0.74

EURUSD 1.1599 0.38 1.1588 1.1580 DAX 26338.61 -0.38

GBPUSD 1.3554 0.23 1.3559 1.3544 UKX 10720.30 -0.28

USDSGD 1.2759 -0.24 1.2770 1.278 STI 5768.46 0.43

USDTHB 32.992 -0.52 33.018 33.041 SET 1626.44 1.08

USDMYR 4.0610 -0.62 KLCI 1725.89 -0.09

USDIDR Closed Closed DXY Curncy 99.637 JCI Closed

USDPHP 61.480 0.06 PSEi 6261.80 -0.56

USDINR 95.6113 0.18 GT2 Govt 4.177 SENSEX 77728.16 -0.36

USDKRW 1414.05 -0.19 GT10 Govt 4.723 KOSPI Closed

USDTWD 31.838 -0.61 GTJPY2Y Govt 1.685 TWSE 45857.27 0.10

AUDUSD 0.7120 0.66 GTJPY10Y Govt 2.914 AS51 9073.18 -0.46

USDHKD 7.8448 -0.03 GTDEM10Y Govt 3.220 HSI 25453.23 1.34

USDCNY 6.7382 -0.06 CO1 Comdty 90.87 SHCOMP 3982.65 1.41

USDVND 26204 0.23 XAU Curncy 4415.99 VNINDEX 1727.46 -0.09

FX estimated closing. % Chg & bps chg indicate daily changes versus prior trading day.  Sources: Bloomberg

* As of 4:30pm, Beijing Time

OTHER INDICATORS

INDICATIVE RATES 17-Aug-2026
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Disclaimer 

CERTIFICATION 

The author(s) mentioned on the cover of this report hereby certify(ies) (or, where multiple authors are responsible, individually certify with respect to each security that the author 
covers in this report) that the views expressed in this report accurately reflect their personal views about the subject company(ies) and its (their) securities, and also certify(ies) 
that they have not been, are not, and will not be receiving direct or indirect compensation in exchange for expressing any specific recommendation(s) or view(s) in this report.  

 

This report has been prepared by the Global Markets Research, US Rates and Credit Strategy desks within MUFG Bank, Ltd. (“MUBK”), MUFG Securities EMEA plc (“MUSE”) 
and MUFG Securities Americas Inc (“MUSA”) and may be distributed to you either by MUBK, MUSE or MUSA or by another subsidiary of the Mitsubishi UFJ Financial Group 
(“MUFG”).  

 

LEGAL ENTITIES AND BRANCHES 

The securities related businesses within MUFG (together referred to in this material as “MUFG Securities”) are:  

(1) MUFG Securities EMEA plc (“MUSE”), a limited liability company, registered in England (No:1698498) with its registered office at Ropemaker Place, 25 Ropemaker 
Street, London, EC2Y 9AJ. MUSE is authorised in the United Kingdom by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority (“FCA”) 
and the PRA (FS Registration Number 124512). In the USA, MUSE is a registered Swap Dealer (“SD”) with the Commodity Futures Trading Commission (“CFTC”) and a member 
of the National Futures Association (“NFA”). MUSE is also a registered Security-Based Swap Dealer (“SBSD”) with the Securities Exchange Commission (“SEC”). MUSE has a 
branch office (“MUSE Dubai Branch”) that is registered at Level 3, East Wing, The Gate, Dubai International Financial Centre, PO Box 506894, Dubai, UAE. MUSE Dubai Branch 
is authorised to operate in the Dubai International Financial Centre (“DIFC”) as a Non-DIFC Entity (Commercial License Number CL1656) and is regulated by the Dubai Financial 
Services Authority (Reference Number F002623);  

(2) MUFG Securities (Europe) N.V. (“MUS(EU)), a public limited company, registered in the Netherlands (chamber of commerce number 71213376) with its registered office 
at World Trade Center, Tower Two, level 5, Strawinskylaan 1887, 1077 XX  Amsterdam. MUS(EU) is authorized by the European Central Bank and regulated by De Nederlandsche 
Bank (“DNB”) and also regulated by the Authoriteit Financiële Markten (“AFM”). MUS(EU) has a branch office (MUSE(EU) Paris Branch) registered in France (chamber of 
commerce number 844285999) with its registered office at 18 rue du Quatre-Septembre, 75002 Paris. MUS(EU) Paris Branch is regulated in France by the Autorité de contrôle 
prudentiel et de résolution ("ACPR") and the Autorité des marchés financiers ("AMF");  

(3) MUFG Securities Americas Inc. (“MUSA”) which is registered in the United States with the Securities and Exchange Commission (“SEC”) and regulated by the Financial 
Industry Regulatory Authority (“FINRA”) (SEC# 8-43026; CRD# 19685); 

(4) MUFG Securities (Canada), Ltd. (“MUS(CAN)”) is an investment dealer registered in Canada with the Ontario Securities Commission (“OSC”) and in each province and 
territory of Canada, a member of the Canadian Investment Regulatory Organization (“CIRO”) (NRD# 54270), and a member of the Canadian Investor Protection Fund (“CIPF”). 
Customers’ accounts are protected by CIPF within the specified limits;  

(5) MUFG Securities Asia Limited (“MUS(ASIA)”) which is incorporated in Hong Kong, licensed under the Hong Kong Securities and Futures Ordinance and regulated by 
the Hong Kong Securities and Futures Commission (Central Entity Number AAA889). MUS(ASIA) is registered as a foreign company under the Corporations Act 2001 of Australia 
(ARBN 169 329 453); and  

(6) MUFG Securities Asia Limited, Singapore Branch (“MUS(ASIA Singapore)”) has a capital markets services licence under the Securities and Futures Act in Singapore.  

(7) MUFG Securities (India) Private Limited (“MUS(INDIA)”) is a registered intermediary under the Securities and Exchange Board of India (Merchant Bankers) Regulations, 
1992 having registration number INM000013305. 

In respect of the financial services provided to wholesale clients in Australia, MUS(ASIA), MUSE and MUSA are each exempt from the requirement to hold an Australian financial 
services licence under the Corporations Act 2001 of Australia under the Australian Securities and Investments Commission Class Order Exemption CO 03/1099, CO 03/1103, 
CO 03/1100, and CO 03/1102, respectively. Each of MUS(ASIA), MUSE, MUSA, are regulated under the laws of Hong Kong, the United Kingdom and the United States 
respectively, which differ from Australian laws. 

 

The banking related businesses within MUFG (together referred to in this material as “MUFG Bank”) are:  

 

(1) MUFG Bank Ltd (“MUBK”), is a limited liability stock company incorporated in Japan and registered in the Tokyo Legal Affairs Bureau (company no. 0100-01-008846). 
MUBK’s head office is at 1-4-5 Marunouchi, Chiyoda-Ku, Tokyo, Japan. MUBK is authorised and regulated by the Japanese Financial Services Agency. MUBK is registered as 
a foreign company under the Corporations Act 2001 of Australia (ARBN 103 418 882) and is authorised by the Australian Prudential Regulation Authority to carry on banking 
business in Australia under the Banking Act 1959 of Australia. MUBK is also a registered Swap Dealer with the Commodity Futures Trading Commission and a member of the 
National Futures Association.  

(2) MUBK’s London branch is at Ropemaker Place, 25 Ropemaker Street, London EC2Y 9AN, and is registered as a UK establishment in the UK register of companies 
(registered no. BR002013). MUBK’s London branch is authorised by the UK Prudential Regulation Authority (“PRA”) and subject to regulation by the UK Financial Conduct 
Authority (“FCA”) and limited regulation by the PRA.  

(3) MUFG Bank (Europe) N.V. (“MUFG N.V.”) is a company with limited liability (naamloze vennootschap) incorporated under the laws of the Netherlands and registered 
with the Dutch Chamber of Commerce under number 33132501, with its head office at Strawinskylaan 1887, 1077XX Amsterdam, the Netherlands. MUFG N.V. is authorized and 
regulated by the Dutch Central Bank (De Nederlandsche Bank) (www.dnb.nl) and the Dutch Authority for the Financial Markets (Autoriteit Financiële Markten) (www.afm.nl) 
(jointly the “Dutch Authorised Regulators”). MUFG Bank (Europe) N.V. Germany Branch (“MUFG Germany”) is the German Branch of MUFG N.V. with its registered office at 
Breite Strasse 34, 40213 Düsseldorf, Germany, registered with the commercial register (Handelsregister) of the local court (Amtsgericht) of Düsseldorf under no. HRB 82502, 
and is authorised to provide banking services in Germany under the freedom of establishment in the European Union. Part of its activities are - in addition to the Dutch Authorised 
Regulators – supervised by the Federal Financial Supervisory Authority for Germany, “BaFin” (Bundesanstalt für Finanzdienstleistungsaufsicht) (www.bafin.de) and Deutsche 
Bundesbank (www.bundesbank.de). 

(4) MUFG Bank’s DIFC branch, is regulated by the Dubai Financial Services Authority (DFSA) (License number: F000470) and has its registered address at Level 3, East 
Wing, the Gate, Dubai International Financial Centre, Dubai, P.O. Box 506614, United Arab Emirates. 

(5) MUFG Bank’s QFC branch is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA) (Licence number: 00103) and has its registered address at Suite 
A3, Mezzanine Floor, Tornado Tower, West Bay, Doha, Qatar. 

(6) MUFG Bank’s Riyadh branch is regulated by the Saudi Central Bank and has its registered address at 13th Floor, East Wing Al Nakhlah Tower, King Fahd Road, As 
Sahafah Dist, Riyadh 13315, Kingdom of Saudi Arabia. 

(7) MUBK’s Canada branch (MUFG Bank, Ltd., Canada Branch (“MUBK Canada Branch”) principal office is located at 200 Bay Street, Su ite 1800, Toronto, Ontario, M5J 
2J1, Canada. MUFG Bank’s Canada branch is an authorized foreign bank branch permitted to carry on business in Canada pursuant to the Bank Act (Canada); Deposits with 
MUFG Bank Canada are not insured by the Canada Deposit Insurance Corporation.  
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(8) MUBK’s Hong Kong branch is a licensed bank by the Hong Kong Monetary Authority and registered with the Securities and Futures Commission of Hong Kong to carry 
out Type 1 and Type 4 regulated activities in Hong Kong. 

(9) MUBK’s Singapore branch is licensed as a bank by the Monetary Authority of Singapore under the Banking Act of Singapore, an exempted capital markets service entity 
and an exempt financial adviser under the Securities and Futures Act and Financial Advisers Act of Singapore respectively.  

(10) MUBK’s Auckland Branch is authorised by the Reserve Bank of New Zealand to carry on banking business in New Zealand under the Banking (Prudential Supervision) 
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This report is for information purposes only and should not be construed as investment research (as defined under regulatory rules of the United Kingdom and the European 
Economic Area) or a solicitation of any offer to buy or sell any security, commodity, futures contract or related derivative (hereafter “instrument”) or to participate in any trading 
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Certain information contained in this report 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. MUBK and MUFG Securities do not make any guarantee, representation, warranty or undertaking, express or implied, as to the fairness, accuracy, 
reliability, completeness, adequacy or appropriateness of any information or comments contained in this report. Furthermore, the information may not be current due to, among 
other things, changes in the financial markets or economic environment. MUBK and MUFG Securities has no obligation to update any such information contained in this report. 

The information contained in this report may contain forward-looking information (“FLI”). FLI is information regarding possible events, conditions, or results of operations that is 
based on assumptions about future economic conditions and courses of action and may be presented as either a forecast or a projection. This report is not intended to forecast 
or predict future events. Past performance is not a guarantee or indication of future results. Upon receipt of this report, each recipient acknowledges and agrees that any FLI 
included herein should not be relied upon as a material consideration for any investment decisions taken by the recipient. Recipients should consult their own legal and financial 
advisers for additional information. 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 report is proprietary to MUBK and MUFG Securities and may not be quoted, circulated or otherwise referred to without our prior written consent. Notwithstanding this, MUBK 
and 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 report and accepts no legal responsibility to any investor who directly or indirectly receives this material. 

 

MUBK covers banking business and is responsible for the publication of related research reports. MUFG Securities covers the securities business and is responsible for the 
publication of securities related research reports. References to “MUBK” shall be interpreted as a reference only for all matters related to bank products and references to “MUFG 
Securities” shall be interpreted as a reference only for all matters related to securities products.  

MUBK and/or its directors, officers and employees, from time to time, may have interest and/or underwriting commitment in the relevant securities mentioned herein or related 
instruments and/or may have a position or holding in such securities or related instruments as a result of engaging in such transactions. Furthermore, MUBK may have, or have 
had a relationship with or may provide or have provided corporate finance or other services to any company mentioned herein. 

 

COUNTRY AND REGION SPECIFIC DISCLAIMERS 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule. Each entity and branch within MUFG is subject to distinct 
regulatory requirements and certain products and services discussed in this document may not be available in all jurisdictions or to all client types. In this regard, please note the 
following jurisdictional specific disclaimers. 

 

Europe Middle East and Africa (EMEA): 

• United Kingdom (UK) and the European Economic Area (EEA): This report is only intended for a professional client or eligible counterparty and must not be passed onto 
a retail client, as defined under UK and EEA regulatory rules. It does not constitute investment research as those producing this report are not a research function and therefore 
this material has not been prepared under conditions designed to promote the independence of investment research including, but not limited to, the prohibition on dealing ahead 
of the dissemination of investment research. Under the Market Abuse Regulation (“MAR”) this report is a marketing communication which may amount to, or include, an investment 
recommendation and where so there are no plans to update the investment recommendation. Any prices mentioned in the investment recommendation were prices known by us 
when the recommendation was prepared. Further UK and EEA disclaimers, disclosures policies and notices can be found at  https://www.mufgemea.com/governance/legal-and-
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• United Arab Emirates (UAE): This report is only intended for distribution to a professional client or market counterparty as those terms are defined under the rules of the 
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Centre Regulatory Authority and only a person meeting the criteria for these terms should act upon this report. 

 

• South Africa: MUSE is permitted to offer and provide financial services to certain categories of sophisticated clients in South Africa under an exemption issued by the 
South African Financial Sector Conduct Authority, in terms of the Financial Advisory and Intermediary Services Act, 2002. 

 

 

The Americas (AMER): 

• United States of America: This report, when distributed by MUSA, is intended for Institutional Investors (“Institutional Accounts” as defined by FINRA Rule 4512(c)). 
When distributed by a non-US affiliate of MUSA, this report is intended for distribution solely to “major U.S. institutional investors” or “U.S. institutional investors” pursuant to Rule 
15a-6 under the U.S. Securities Exchange Act of 1934, as amended. Securities referenced in this report may have been underwritten by MUSA and/or its affiliates. Nothing in 
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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 
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addressed herein or for the purpose of avoiding U.S. tax-related penalties. 
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In relation to activities undertaken by MUSE in their capacity of a SD or SBSD, further disclosures and notices can be found at https://www.mufgemea.com/governance/legal-
and-regulatory/. 
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