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A summer twist in Treasuries 
24 August 2026 

2Y UST yields have fallen since late July while 30Y yields have risen, 
highlighting weaker investor appetite for duration. The US Treasury’s 
announcement to boost buybacks has offered only temporary relief. A lasting 
decline in term premiums would likely require fiscal consolidation and a less 
uncertain inflation outlook, while AI-related bond remains a headwind. 

THE DIVERGING PATH OF THE SHORT AND THE LONG END CARRIES AN IMPORTANT MESSAGE 
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Source: Bloomberg, The Investment Institute by UniCredit 

THE CONTEXT  

This summer has been anything but boring for government bonds. Yields have been under upward pressure across 
the board, especially at the longer tenors. While some of the recent moves may have been amplified by the typical 
decline in market liquidity during August, yield dynamics over the past few weeks have provided valuable insights 
into investor positioning toward fixed-income assets. As we approach the final quarter of the year, we highlight the 
key drivers and the main challenges in government bond markets.   
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THE DATA 

Our chart shows UST yields since early April, after the repricing triggered by the conflict in Iran. 
The third quarter is shaded in light grey for ease of reference. As the chart illustrates, while the 
2Y yield has remained comfortably above 4%, it has trended lower since late July, declining 
from a peak of 4.35% on 23 July to around 4.20% currently. This move reflects both the Fed's 
message following its 29 July meeting and a series of August economic releases, including 
payrolls and CPI data, which indicated little urgency for additional rate hikes. 

Despite the decline in front-end yields, the 10Y UST yield has trended broadly sideways. Even 
more striking has been the move at the long end, with the 30Y UST yield rising from 5.15% on 
23 July to an intraday high of almost 5.35% on 18 August. Not only did this mark the highest 
level since 2007 but it also resulted in a pronounced twist steepening of the curve. While such 
steepening was partly retraced over the past week, the broad movement sticks. 

Ultimately, the persistent selling pressure prompted the US Treasury to announce an increase 
in its buyback activity in the 10-30Y sector of the nominal curve (19 August). As buybacks need 
to be financed, likely with short-dated issuance, the measure effectively resembles a small-
scale Treasury-led “Operation Twist”.  

OUR VIEW 

Price action over the past few weeks clearly points to a deterioration in investor appetite for 
duration, particularly at the ultra-long end of the curve. Notably, higher real yields have 
accounted for most of the recent move, suggesting that investors are demanding greater risk 
compensation for holding long-duration assets.  

Several factors appear to be driving this dynamic. First, the Federal Reserve has become less 
predictable and investors have to adapt to its evolving reaction function. Reduced emphasis 
on forward guidance increases policy uncertainty and, over time, should contribute to a steeper 
yield curve. Second, the inflation outlook remains uncertain due to ongoing tensions in the 
Middle East, a fragmented geopolitical landscape as well as the potential impact of AI-related 
investments, which could keep price pressures elevated in the short term. Third, investors 
remain concerned about the persistent US fiscal deficit and the prospect of sustained Treasury 
issuance. Fourth, government bond markets continue to face an environment of abundant 
sovereign issuance globally. Japan is a case in point: the combination of expansionary fiscal 
policy and expectations for BoJ tightening is putting pressure on yields. Fifth, the supply of 
long-dated corporate bonds by hyperscalers and tech companies creates additional headwind, 
a trend that is expected to persist in the coming years. Year-to-date issuance by hyperscalers 
is close to USD 160bn, of which USD 135bn is denominated in USD. Hyperscalers account for 
almost 10% of overall US corporate bond supply. Given that little of this debt is refinancing 
maturing bonds, it effectively constitutes net new supply, typically concentrated at longer 
maturities.  

Against this backdrop, the US Treasury's recent decision to increase its buyback activity has 
provided only temporary relief. While US Treasury Secretary Scott Bessent said that buybacks 
could be expanded further and that the administration has a "big toolkit" to get bond yields 
down, a sustained compression in term premiums would require a credible reduction in the US 
fiscal deficit (unlikely ahead of the mid-term elections), a less-uncertain inflation outlook and 
greater clarity regarding the Fed’s reaction function. Even then, competition from other issuers 
is likely to remain a structural headwind for the ultra-long end of the Treasury curve. 

  



 

 

 

  

www.the-investment-institute.unicredit.eu 

 

The Investment Institute 
by UniCredit 

Coffee Break 
24 August 2026 

 

3 

TODAY’S DATA RELEASES 

Time (CET) Country Data Period UniCredit Consensus Previous 

14:00 GE Consumer price index (% yoy) Jan  2.6 2.6 2.6 

Source: Bloomberg, The Investment Institute by UniCredit 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also 
be noted that:  

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1 

https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures
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