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Longer Maturity Treasury Yields are Rising ... … And Inflation Expectations are Moving Higher Again
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A Biden Bounce in Treasury Yields? Why We’re Skeptical it Will Last
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Yields on longer maturity U.S. Treasuries (e.g. 30yr, 10yr, and 7yr) are shifting higher. The move higher in treasury yields coincides with Joe

Biden’s widening gap over Donald Trump in recent polls. Fiscal stimulus projections are increasing as Joe Biden's lead grows and the

probability of a ‘blue wave’ (e.g. Biden win and Democratic controlled Congress) increases. Higher fiscal stimulus projections are leadings

analysts to increase their economic growth and inflation expectations.

Stronger economic growth and higher inflation could significantly impact market performance and leadership. Treasuries would become

less attractive, while high-yield would likely benefit from a risk-on rally. Value could outperform growth if rising inflation expectations eat

into growth’s prized future EPS projections. Small caps could underperform large caps. Cyclical sectors (e.g. Financials, Industrials,

Materials) could outperform defensive sectors on the back of a stronger economy. Portfolio positioning would change significantly.

In our view, the current stimulus euphoria is overdone. By pushing long-term yields higher, investors are battling the Federal Reserve. Fed

Chair Powell is intently focused on supporting the U.S. economy, and higher long-term rates risks disrupting the recovery. As for inflation

projections, we continue to believe the market’s forecast is too high. Technology is a strong deflationary force, labor market stress and

layoffs could pressure wage growth, and capacity utilization remains weak. The ultimate size of the fiscal stimulus package is also an

unknown. While Democrats would likely pass a bigger stimulus package, the Democratic primary revealed a crack between the party’s

progressive and moderate wings. Democratic infighting could slow the process and leave investors disappointed. Higher fiscal stimulus

could be market changing, but why risk shifting portfolios when the outcome is dependent on so many unknown variables?

• Investor stimulus hopes are pushing yields at the back end of the U.S. Treasury curve higher.

• In our view, current stimulus euphoria is overdone. We prefer to sit tight until more details are released.
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The information herein was obtained from sources which MarketDesk Research LLC (MDR) believes to be reliable, but we do
not guarantee its accuracy. Neither the information, nor any opinions expressed, constitute a solicitation of the purchase or
sale of any securities or related instruments. MDR is not responsible for any losses incurred from any use of this information.
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Important Notices & Disclaimer

MarketDesk is wholly-owned by MarketDesk Research, LLC (“MarketDesk

Research” or “MDR”). The information and opinions expressed herein are solely

those of MDR, are provided for informational purposes only and are not intended

as recommendations to buy or sell a security, nor as an offer to buy or sell a

security. Recipients of the information provided herein should consult with a

financial advisor before purchasing or selling a security. MDR is not an investment

advisor and is not registered with the U.S. Securities and Exchange Commission or

the Financial Industry Regulatory Authority, and, further, the owners, employees,

agents or representatives of MDR are not acting as investment advisors and might

not be registered with the U.S. Securities and Exchange Commission. The

information and opinions provided herein are provided as general market

commentary only, and do not consider the specific investment objectives,

financial situation or particular needs of any one client. The information in this

report is not intended to be used as the primary basis of investment decisions, and

because of individual client objectives, should not be construed as advice

designed to meet the particular investment needs of any investor. The comments

may not be relied upon as recommendations, investment advice or an indication

of trading intent. MDR is not soliciting any action based on this document.

Investors should consult with their own financial adviser before making any

investment decisions. There is no guarantee that any future event discussed

herein will come to pass. The data used in this publication may have been

obtained from a variety of sources including U.S. Federal Reserve, FactSet,

Bloomberg, Bank of America Merrill Lynch, iShares, Vanguard and State Street,

which we believe to be reliable, but MDR cannot be held responsible for the

accuracy of data used herein. Any use of graphs, text or other material from this

report by the recipient must acknowledge MarketDesk Research as the source.

Past performance does not guarantee or indicate future results. Investing involves

risk, including the possible loss of principal and fluctuation of value. MDR disclaims

responsibility for updating information. In addition, MDR disclaims responsibility for

third-party content, including information accessed through hyperlinks.

MDR is not a registered investment adviser. No mention of a particular security,

index, derivative or other instrument in the report constitutes a recommendation

to buy, sell, or hold that or any other security, nor does it constitute an opinion on

the suitability of any security, index, or derivative. The report is strictly an

information publication and has been prepared without regard to the particular

investments and circumstances of the recipient. SUBSCRIBERS SHOULD VERIFY ALL

CLAIMS AND COMPLETE THEIR OWN RESEARCH AND CONSULT A REGISTERED

FINANCIAL PROFESSIONAL BEFORE INVESTING IN ANY INVESTMENTS MENTIONED IN

THE PUBLICATION. INVESTING IN SECURITIES AND DERIVATIVES IS SPECULATIVE AND

CARRIES A HIGH DEGREE OF RISK, AND SUBSCRIBERS MAY LOSE MONEY TRADING

AND INVESTING IN SUCH INVESTMENTS.

Principals of MDR may or may not hold or be short any of the securities, options, or

futures discussed in the report, or any other securities, at any time.

Please refer to www.MarketDeskResearch.com/terms for the complete list of

terms and disclaimers.
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