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Treasury curve enters the show me phase

Recent steepening of the treasury curve has now entered Phase 2: The “show me” phase.

Phase 1 was a function of promise; for stimulus, certainty, mass vaccinations and recovery and all the
spending and Treasury issuance associated with such things. Beginning with the runup to the Presidential
election and ending with the Democratic sweep in Georgia, the blue wave has hit its crest, though (Chart 1).

Phase 2 of higher yields will now be data dependent: Inflation, growth, supply, and of course, demand.
Untenable debt levels, strong economic growth, and domestic inflation that surprises to the upside means
increasing interest rates, even with increasing foreign demand for US Government debt (Chart 2).

Phase 3, likely beginning in 2022, will be driven by the Federal Reserve. Tightening of monetary policy,
starting with tapering, will serve as the biggest catalyst to a sustained move higher in yields.

With Phase 1 now in the rear-view mirror, we expect a more muted rise in Treasury yields as we enter
Phase 2 and await positive economic data. Putting further pressure on the pace of rising yields are foreign
investors, who, after fleeing Treasuries for years, have recently begun to take interest in US Government
debt again. While currency hedged US bond yields look attractive to Bunds and JGBs, though, larger deficits,
inflation (see Rich’s January 2021 Insights Report), positive economic data, and at some point, a slowing of
Fed purchases means foreigners will have to do more of the heavy lifting over time.

10y Yields increased substantially on the prospects of
blue wave and the hope for economic recovery:

Increased attractiveness of currency hedged Treasuries has
begun to draw foreign investors back into USTs- for now:
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Please feel free to contact your regional portfolio specialist with any questions:
Phone: 212 692 4088
Email: sales@rbadvisors.com

For more information About Michael Contopoulos, please click here.

Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an offer to
buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a prospective investor of
formal offering materials, including subscription or account documents or forms, which include detailed discussions of the terms of the respective product,
vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment, and which should be reviewed carefully by
any such investor before making the decision to invest. RBA information may include statements concerning financial market trends and/or individual stocks,
and are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. Historic market
trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may differ materially, and should
not be relied upon as such. The investment strategy and broad themes discussed herein may be inappropriate for investors depending on their specific
investment objectives and financial situation. Information contained in the material has been obtained from sources believed to be reliable, but not
guaranteed. You should note that the materials are provided "as is" without any express or implied warranties. Past performance is not a guarantee of future
results. All investments involve a degree of risk, including the risk of loss. No part of RBA’s materials may be reproduced in any form, or referred to in any other
publication, without express written permission from RBA. Links to appearances and articles by Richard Bernstein, whether in the press, on television or
otherwise, are provided for informational purposes only and in no way should be considered a recommendation of any particular investment product, vehicle,
service or instrument or the rendering of investment advice, which must always be evaluated by a prospective investor in consultation with his or her own
financial adviser and in light of his or her own circumstances, including the investor's investment horizon, appetite for risk, and ability to withstand a potential
loss of some or all of an investment's value. Investing is subject to market risks. Investors acknowledge and accept the potential loss of some or all of an

investment's value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC.
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