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B E Y O N D  I N S T I T U T I O N A L  T H I N K I N G

Making a market in bonds

28 August 2026  |  US 30-year Treasury 5.21%  ·  10-year 4.72%  ·  Federal debt $40tn

On 19 August the US Treasury doubled the size of its long-end bond 

buybacks. Long yields fell about ten basis points. By the close on 20 August 

this had reversed.

The intervention was initially rejected. Markets have a habit of testing the 

resolve of policy makers. That is the event. The mechanism works like this.

The Treasury raised the maximum size of its liquidity-support buybacks for 

long bonds from $2bn per round to $4bn. The following day the Secretary 

spoke.

“We are going to make a market in these,” Bessent said, and the size “could 

be more than $4 billion per issue.” He said part of it was signalling.

And what he was trying to get the markets to notice is that the yields on long 

bonds do not reflect the underlying fundamentals. He would like the market 

to reconsider. And then reprice for lower yields. The jawboning approach, tell 

the market what you want.

The week before had gone badly at the long end. The $31bn thirty-year 

auction cleared at 5.216%, the highest since 2001.† On 18 August the thirty-

year touched 5.33%, a nineteen-year high. Federal debt passed $40 trillion 

the same day. The last trillion of it took 154 days.

The twenty-year auction was on the afternoon of the nineteenth, hours after 

the buyback was doubled. The twenty-year cleared at 5.204%. Indirect 

bidders — the usual proxy for foreign demand — took 62.9%, about three 

points below the recent average. The intervention was half a day old and the 

first auction to test it went badly.

This week the front end repriced for rate rises. The long end is pricing 

something else. It is not only an American problem. The UK thirty-year is near 

5.8%, the highest since 1998. Japan’s super-long yields are at records too.

A little indigestion from the size of the feast? Everyone issues long debt into 

the same finite pool. The game’s afoot.

When central banks and the Treasury seek lower rates does the long end 

implement their desires, or misbehave? Because keeping control of the whole 

interest rate curve is the name of the game. Much rests upon it.
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Since the Fed began lowering rates in September 2024 it has taken 175 basis 

points off the overnight rate. Over the same period the thirty-year has gone 

from about 3.9% to 5.21%, and the ten-year from about 3.6% to 4.72%. In the 

seven previous cutting cycles since the 1980s the ten-year fell within a 

hundred days of the first cut. Every one of them. This cycle so far is the 

exception.

The Treasury does not create money like the Fed. Every dollar it spends 

buying a long bond it must first borrow. So it borrows short and lends long. 

And accepts the rollover risk incurred.

And the Treasury is not involved with debt retirement but in swapping 

duration, long for short, knowing you will have to renew them earlier than you 

thought. Who knows what the market will be offering on that day. But a 

problem for another day — so it can be deferred.

The Treasury knows that borrowing short and lending long comes with 

interest rate risk. It increases your sensitivity to movements.

A central bank’s promise is their bid has no ceiling. It can print. The 

Treasury’s bid has a ceiling: it is funded by issuance. Bessent said part of his 

message was signalling.

And he is part right. The Treasury can’t really make the market in T-bonds. It 

can only nudge. So in reality it’s all signalling.

But his inference is clear, the price of debt is wrong. The fundamentals are 

better than the market believes. Please Mr Bond Market, take a look and 

reconsider.

If the long end will not answer the Treasury, the pressure moves to the 

central bank — which is where they keep the bazooka. Yield curve control.

The Treasury’s intervention has not failed but it does have a half-life. 

Intervention has a habit of becoming the condition it was meant to cure. Each 

round makes the next one larger. Just ask any central banker.
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Two things worth watching. The buyback cap went from $2bn to $4bn in 

August. If it goes to $8bn, the intervention is rolling up.

And there’s central bank verbiage. Warsh describing the long end as a policy 

concern rather than a market outcome. That’s the bazooka being loaded. They 

will tell you what they are doing before they do it. Which might work in itself.

Warsh spoke at Jackson Hole on the day this note closed and did not mention 

the long end at all. Unsurprisingly, far too early for that. But nevertheless the 

long bond needs to come down. Or with a bit of deft market control, perhaps 

they can flatten the curve a bit. The tougher the Fed sounds on inflation, the 

less premium the long bond needs. Still hurting at the longer rates but less 

noticeable.

The long bond is not misbehaving. It is being asked to fund two trillion dollars 

a year at below the market. It has a legitimate complaint.

†  Though the auction series has a gap in it. The thirty-year was suspended after 2001 and not sold again 

until 2005, so that comparison steps over four years with no auctions in them.

W H A T  T O  W A T C H

28 AUG WHY IT MATTERS

US 2-year Treasury 4.35% Up 73 basis points over the year, nearly three times the 
long end. The curve flattened while the argument was 
about the long end.

US 10-year 4.72% Up 48bp on the year. In the seven previous cutting cycles 
it was lower within a hundred days of the first cut.

US 30-year 5.21% Unchanged on the month, up 28bp on the year, and 
131bp higher than when the Fed began cutting.

Treasury long-end buyback 
cap

$4bn a round Doubled from $2bn on 19 August. Eight would mean the 
intervention is rolling up.

Marked to the close of 28 August 2026.

Not investment advice. Figures come from primary sources, listed under Where to check. AI assists 

with retrieval and figures are checked back against source. Mistakes will still get through. We would 

like to close gaps in reasoning — comments welcome. Errors are mine, and corrections run in the next 

issue. Know what you own. Ideas come from everywhere, other people’s letters included; the research, 

the structure and the conclusions here are my own. I may hold positions in the securities mentioned. I 

do not trade them in the week either side of publication.

W H E R E  T O  C H E C K

—  US Treasury — long-end buyback announcement and August 2026 auction results.

—  Secretary Bessent — remarks of 20 August 2026.

—  J.P. Morgan — on the 2024 cutting cycle.

Market data to the close of 28 August 2026. Figures are dated, not current, and move quickly.

Money Mind Monkey Mind. This publication is produced for educational and informational purposes only. Nothing in 

any Money Mind Monkey Mind publication constitutes investment advice, financial advice, trading advice, or any 
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other form of regulated advice. Nothing herein should be construed as a recommendation, solicitation, endorsement, 

or offer to buy, sell, hold, or otherwise transact in any financial instrument, security, asset class, currency, or 

investment product.

All investment involves risk, including the risk of total loss of capital. Past performance is not a reliable indicator of 

future results.

Views expressed are those of the author at the time of publication and are subject to change without notice. While 

reasonable efforts are made to ensure accuracy, no representation or warranty is made as to the completeness, 

accuracy, or timeliness of the information provided.

The author may hold positions in securities mentioned in this publication, and those positions may change without 

notice. No position in a security discussed is opened or closed in the week either side of publication.

Readers are solely responsible for their own investment decisions and any reliance placed on this material is at their 

own risk.

James Male is not authorised or regulated by the Financial Conduct Authority. Seek independent regulated financial 

advice before making any investment decision.


