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ATi me present and time past
Are both perhaps present in time future,
And time future clarst.aikEded duirdrst tpmeant, p &@idBt . 0
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CONCLUSION

Since summer 201@emarketplaceield trends for government 10 year notekthe United

Statesand many of its key tradinpartnergienerally have resembled each otler ve n st oday 0
intercomected global economthe crucialrole of the United &gteswithin it, andtheroughly

similar central bank policy stiegies for these nationthis pattern probably will continue.

Over the past three and chelf yearsat timessome moderate divergence appeared within that

group. For example, yieednmeghsnboe ChLlhadslIobs)y
and the German Bund ( 2/ 8/ 1s&ritical yiel@dp od@X18ae nt ) pr e c €

3.26 percentBut even when yield highs (lows) occurred at different tifeesome sovereigns
relative to others, direicnal shifts in yield for the entire group tended to happen around the same

time. Thus Chinabs Dércria/nld8 denrtnearniynd sh iognh 1al0t/ 130./7118

align with the US yield pinnacleon 10/9/18.
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The ULhited StatesTreasury 10 year note yield completettiple bottonduringthis era. Recall
7/ 5/ 1206s 1. 3Brenmedr/cte/nl 6péreentmajithi@dw anel / 3/ U¥pd.s 1.
Sept ember 20 prébabdy cdhgdnced anmxtamded period of rigimgernment (as

well asother) interestratd/sor Ameri ca and its impoertant trading

Widespreadnd determinedevotionby leading central banks togaspel of sufficient inflation
(t he Fede nwobpercBnetargas arkeybeschmarkpndadequaté&sDP growth(and
low unemployment)encourages this Gi v e n gleatienportanaeadttsin theworld
economy, its large current national debt and loomiagsivefuture fiscal deficits tend to propel
UST interestrates(and thusAmerican corporatgields)upward, and therehkyelp toraise
governmentyieldsof many of its global &ading partners

Current central bank caution (includingaintainingsome yield repressicend quantitative
easing/money printingnay nhibit a rapid and larggield ascenfor the US Treasurg§0 yearand

its companiondn addition, rate climbs for the assorted 10 year government notes will not all
necessarily be the same in distance or speedté&rmsd  f ear f ul Aflights to
depresgiovernment debtieldsof fAsafe havend nationgorsuch as
A mer i c a 6Tseaslrgnote, sigmificant resistance exists around two grerc

NOTABLE TWISTS AND TURNS: 10 YEAR GOVERNMENT YIELDS SINCE MID -2016

All else equal, glbalizationinspiresthe developmentfaoughly similar sovereign delpteld

patterns especially among intertwined leading trading counttiEsvever national economic

and political situations and policies of course are not identicakXanple, he greater the

variation between country monetary policy and government spending and indebtedness situations,
the more likely is some divergence (perhaps substantial) between national yield levels and trends.
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Historical settings (incld i n g p a sdffaxtyield levels as well as the extentafnvergence
and divergence. @rent and future supply availability of and demand for the particular
instrument (such as the 10 year US Treasutg oothe German Bund) alsdluence inerest
rate price trends and relationships.

The followingtwo tables summarizé¢ he fAover al |l 0 niogoemiment hi ghs and |
(sovereign)nterest rate yieldbeginning inmid-2016for nine economically significamations

The first table includethe United States; thrémportant representatives of the important Euro

Area Germany, Italy, and Spain); the United Kingdom. The second cor@aimsda, Japan,

China, and Mexico. In addition to the Euro Area as a whole, the five other nations likewise are

important trading partners tfie United States.

Over thetime horizonsince summer 201@he tables detail significagteld shifts(turning points
from a notable high or loyfor those countries. Givdongstanding anélerceyield repression

from leadingcentral banksarithmeticbasis point movebetween turning pointsre not always
substantialFor exampg, consideithe consequences Bfiropean Central Bardtrategy for
Germany. 8e also the Japase cemt a | bank moniefluenceyprthpyiemlgr a moé s
percent age slloeygaedovermrhenthaep a n 6

Significantly, or the yield swings beginning Bummer 2016the timing of the directional (up
and down) yield shifts for the various countries frequently have occurred at od dneusame
time. Henceconvergence has existeddavelopedDespite the broadly similar yield trend
direction andconvergence linksagsociations) across the central (federal)egnment note
marketplacessuchprice and timeonnections araot always perfect.

In the tabls, all yields are ihome currency terms unlestherwise indicated. Thus German and
ltaiandebt i s i n Eur o FX s$edupomgheremminbih Chi nads yi el d

On the yield front, th€016 majoryield low and theatehighs sincehat 2016 major trough are
bold. So arethevalleysin late summer 2019.
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USA GERMANY ITALY SPAIN UK
2016
MAJOR 1.32 -.21(negative) 1.03 .86 .50
LOW (7/6/16) (7/6/16) (8/15/16) (10/3/16) (8/15/16)

[1tal yds Augtos duplizafed@ 6 1\ ikey 508 mbcentrough]

Interim 2.64 51 2.42 1.95 154
High (12/15/16)  (3/14/17) (3/17/17) (3/14/17) (12/15/16)

[The GermanBur@ls | ow yield following 3/ 1GkELtMmasyébkevati
high during this midyear 2017 time span occurred thereafter, on 7/1&1§0percent. Though

the July 2017 minor top occurred afddar ch 20176s, it .dmelJuy2@7Yi ghtly e
crestrepresentegart of the general pattern of slowly rising European interest rates.]



USA GERMANY ITALY SPAIN UK

Mid -2017 2.01 .28 1.63 1.16 92
or Later (9/8/17 (9/8/17) (12/8/17) (3/29/18) (6/14/17)
Interim Low

[talybés 4Q17 | ow walslT adre. tHawme \Gemr ma@grdmam®y s
12/11/17mat c he d .28pergentl 7Hpsai n 6 s |laggedthabrphrdbledserman h

trough of September 2017.h e UKOs second | oalleledthetitnihgBothd 7 at . 957
UST trough]

1st half2018 3.13 81 3.44 1.74 1.69
High (5/18/18) (2/8/18) (5/29/18) (5/29/18) (2/15/18)

[The UST 10 year attainemh interimt op on 2/ 21/ 18 at 2. 9€6agmd, <cl ose |
t he Bé&bidan)high.]

Mid-2018  2.75 19 2.46 1.47 1.10
Minor Low  (5/30/19 (5/2918) (7/18/19 (6/19/18) (5/29/18)

[The initial UST minor low duringnid-2 0 18 was 4/ 2/ 186s 2.71 percent.
established a second low at .28pc on B6fhe UK notecreatedh second flooon 7/20/18 at

1.17pcNot e al so t he UST inselat®ih té 4h/el 846 smi 2n.g8 Copfc deawnany 6
additionalminor troughat .29pc.

During the Eurozone crisidi¢ EuropearCentralBank Presidet deliverech i s f am@wers i

ittake® speech bep GeE2&GhAah210Tyeavas7/RIIL & d.5pergemtt er i m | ov
Recallin regard to that heigld e r maimpoibast interim high at.06 percent on 6/10/15. The
4/17/15interimlowpr e cedi ng J & noeere@dylite dasis mointe above zero
ltal y@9120ELrozone crisis yield peak occur d i
first yield plateau was in November 2011 at 6.78pc, theypn ac | e JdblkyWakldo 1 2 6 s

sovereign credit spreads, such as that for Italy and Spain against the German Bund.

re
7.

| t aJuly 2088 lowborderedot only 3/ 17/ 1786s hi RH3pctbput al so 6
I t apropdssd (populist) fiscal policies helpedgts/ernment note yield toouncetoward four
percent by mieDctober 2018.]

Autumn 3.26 .58 3.81 1.82 1.75
2018High (10/9/18) (10/10/18) (10/19/19 (10/19/18) (10/10/18)

[Francé $0year gover nment notebs price and time pattel
discussed above. Iygeld bottomwas.09 percent(positivenine basis points) on 7/11/16. The

Fr enc hfallR@8hegloveasl 0 / 1 0/ 1;8hé mterim%o® prior tahiswas7 / 3/ 180 s

.61pc October2018 s el evati on remains beneath 2/
1.40pc top. S p a iOnt@ber 201highappr oached 3/ 14/ 1706s 1.

© o

TheUST 10 year note yieldttained its 10/9/18 3.26summit at3.26(3.25pc orl0/5/18), very
close in time to the€P 5 @endrablenterim highson 9/21/18 (at 2941) and 10/3/18 (at
2940).



USA GERMANY ITALY SPAIN UK

Late Summer 1.43 -.74 (negative) .75 .02 .34
2019Low (9/3/19) (9/3/19) (9/12/19) (8/16/19) (9/3/19)
Recent 1.97 -.16 1.49 .51 .89

High (11/7/19) (1/2/20) (2/2/20) (2/2/20) (12/13/19)

[TheUST 10 year yield edged close to its November 2@¢8llwith its 12/19/19 and 1/2)
highsaround 1.95 percent.]
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OTHER PLAYERS: 10 YEAR GOVERNMENT YIELD TRENDS SINCE SUMMER 2016

CANADA JAPAN CHINA MEXICO
2016 91 -.30(negative) 2.66 5.78
MAJOR (2/11//16) (7127/16) (8/15/16) (9/6/16)

LOW

[The Canadi an g ov sfinalyediow was @4percerdon 9/30/b6ICA 6 na b s
initial low occurred 1/14/16 at 2.77pc. Klé ¢ o 6 emeigt noteestablished a noteworthy yield
troughprior to and beneath that of its September 2016 one, at 5.20pc on 1/28/15. Its 12/11/15
high was 6.41pc.]

Interim 1.88 15 3.50 7.76
High (3/13/17) (2/3/17) (2/6/17) (1/5/17)

[China dd not exacthfit the pattern, thougtihe upward trend in iimiterest rateontinued for a
while. From aminor low at 3.24ercenton 3/24/17thenoteyield climbedtocc/ 1 0/ 1 76s i nteri
top at 3.70p. It then decreasetb June201® 8.50pctrough (which hapgned to match8// 17 6 s

high)]

Mid -2017 1.37 -.01 (neg@tive) 3.50 6.66
Interim (6/16/17) (9/4/17) (6/20/17) (6/26/17)
Low

1*'half 2018 2.53 .10 3.98 8.05
High (5/17/18) (2/2/18) (1/18/18) (6/15/18)

[C h i nl® geargovernmentnote high since summer 20&remains1 1/ 2 2/ 1péréest. 4 . 0 4

This timingof this yield peak thudivergesfrom that of other nation&irly significantly.

However,Chinas noteachieved aecond hif, on1/18/18at3.98p¢s hor t 'y bef ore Japar
2/2/18topand Ger mamsyming 2/ 8/ 18

China, Japan, and Germany are heavily reliant upon international trade for their economic
growth. The earlier yield highs for @ia (1122/17)andGermany (2/8/18) relative to the autumn
2018 plateaus achieved by several other natwguablypartly reflected not onlyncreasing
econome duggishness fo€China and Germanyut also their greaxposure to trade war (tariff)
conflicts



Mexicodbs 10 year ¢ oymiortoduee2018 mterimbaighyhadestatlished

lower topon 12/27/17at 7.82 percent. Asubsequemntotableyield low,aboveJ une 20170s tr ou!
occurred at 7.24pc on 4/5/18.

CANADA JAPAN CHINA MEXICO
Mid -2018 2.06 .02 3.43 7.55
Minor Low (6/27/18) (712/18) (7/20/18) (6/29/18)
[Japad s &8 other lows ab2 percenton11/22/17 and 3/26/1B
Autumn 2.61 A7 3.71 9.26
2018High (10/10/18) (10/4/18) (9/21/18) (11/2718)
[Ch i roagbimgyield decline since Noweber 2017 confirmetd h e n acbniorian 6 s
slowdown It alsoprobablyreflecedan easy monepgalicy scheme (including yield repressiah)
Late Summer 1.08 -.29 (negative)2.99 6.74
2019Low (8/15/19) (8/29/19) (8/15/19) (10/9/19
Recent 1.73 .02 3.34 7.17
High (12/19/19) (12/23/19) (10/30/19) (12/3/19)

US TREASURY 10 YEAR NOTE YIELD PAT TERNS
Recall Bob Dylads songfiThe Times They Are AChangirid
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Focusing on American government yield treadsl important support and resistance leoésrs
insight into the American interest rate situation in gen&alen the entanglement of United
States interest rate patterns with those elsewherentigstigatiorthereby provides guidance for
international yield trendsingenerblet 6s | ook at the US Treasury 10
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Highlight thetriple bottom in theJS Treasury 10 year note yield. Recall 5/ 1 2 éreentl . 38 p
troughand 7/ 82pcm@adorll] ow, f ol |l owbeksimiayyieldleveldahd® 6 s 1. 4 3y

the extended duration (seven yédos the span of these valleyaderlinethe probability that the
long runmajor trend in USTyields is upwardlf this floor is broken, it probalwill not be by
much.

Did the UST 10 yar bull price trend end with/6/16 &.32 percent bottoporwith9 / 3/ 19 6 s
1.43pc low? Given the timing links across various important global interest rate arenas, evidence
from other critical marketplaces is vasglevant. Given the great significance of Germany and

Japan in the global economy, and as their government debt yields are crucial signposts alongside
the UST for interest rate watchers, their 10 year note trends are relevant to this issue.

Germanyéar 10ote yield, unli ke Americabs, di
double one, between 2012 and 2019. Insteathbleyield lowswere broken aBme passedOn
6/1/12 and 7/23/12, the German Bund made a low at 1.13 percent. On 7/6/16, it regfied at
percat , with79p8/ 9@ more severely negative.
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bott om. lts 7/25/ 12 |l ow at .72 percent was mihnor
more, the yield kept sl umpi ngoubl¢lottoewithr , Japanos
7/ 27LBO6Gpercent-. A%pc 8/ 2@®md®0es t he ti ming of the
and 2019 lows.

Given the close timing links between American, German, and Japanese 10 year government note
marketplaces since mslmmer 2016see the preceding tables), the similar timing of the lows in
September 2019 for these three marketplaces hint
from the standpoint of major lows. Thus although the UST 10 year reached its major bottom in

July 2038, its final low probably occurred in September 2019.

In this context, lie verylong duration of th@receding majobear pattern in UST yielddsa

points to the likelihood thatn upward march in American and other key glgmaiernment

yieldsin geneal commencedn September 201Examinethe pattern of lower and lower

not eworthy peaks f r oinerest9ade HeclinepmmecedBwith 980d%0rsi ¢ a 6 s

heavenly 15.84 percent. After 9/ 30/ 8106s majestic
1/ 7/ 946s 8. 03pc, 1/21/006 6. 83pc, 6/13/0786s 5. ¢
4. 01lpc and 2/9/1106s 3.77pc) and finally 10/ 9/ 1¢

Often infinancial marketplaces, after a notable price trend move lasting around aitfesara
sideways pattern @ significanttrend revesalemergess The UST6s yield sl ump f |
2018 to earlyseptembe019 rarabout 11 months

Thought he UST 1 01 Oy/e9aBr26gdusndckyl may not appear very lofty from the

arithmetic perspective t he percentage collapse in yield tern
about 56.1 percel(B.26pc less 1.43 pc is 183 basis points; 183/326 equals 58Chpapare the

UST 10 year note yield cratering (bull moves in the UST price) which began ira20@te

yield crash duringhe 200709 global economic disaster. The UST yearyield peaked on

1/21/00 at 6.82 percent. Its bloody fall to 6/ 1¢
a 55.1 percent fall in yield terms. The murderous drop from the Gdtddoc Er a peak, 6/ 13/ (
5.32pc, to 12/18/086s di s mal deptThesarilar 2. 04pc ( 3z

percentage decline in the UST note since October 20d@mparisorto those beginning in 2000
and 2007 indicates that 9/3/19 probably represents a (fiagl) bottom for the UST (anthat
evenif 7/6/166s 1.32 percent flods broken, it will not be by much).
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Significant resistancéor the UST 10 year note yieklandsataround two percent. Recall not

only 9/ 8/ 17 6df pdinhap200d peecent, butt alsdthee bottom dutiregglobal

financi al crisis, 12/18/086s 2.04pc. A fifty per
The 11/7/19 high was 1.97p&.50pc rally from 1.43pc (9/3/19) gives 2.15pc; the UST collapsed

after the minor tops at 2.18pc (6/11/19) and Rcl&/12/19).

In conjunction with the UST 10 year noteds ceild]
resistancearound 20 percent, its 7/6/16 interi-m |l ow. The
bott om wa s21pt./THobgh théOBursgached.16pc on 1/2/20, it has not decisively
pierced through.20pc For the JGB, sustaining a climb above zero, and especially a move
beyond 10/ 4/186s .17pc high, would be significar

Yield resistancéor the UST alsas around 2.65 percerniwice 7 6/ 16 6s 1. 32igc maj or |
2.64pc; half the Goldilocks Era summit (5.32pc on 6/13/07) is 2.66pc.



Watchthe 3.00 to 3.25 percent barrier. The 10/9/18 high wasp@®26ént(10/5 and 11/7/18 at
3.25pc), with 5/ 18/ 1806st3.1173pcl 4addksj a3c eOndeeptea cietn.t [
also 6/16/036s |l ow at 3.07pc.

The firstimportantresistanceangefor theUST 10 year note abotke 3.25 percenlevellooms

between 3.7percent8.77 pcwa® / 9¢platedu)and4.p5¢c ( 6/ 1 3/ OtbBtérentopi gni f i c a
was 4.27py . Recal l 10/ 5/ 986s 4.16 percent bottom (an
Ssubsequent tops around 4.00pc (6/11/09 at 4.00pc
trough is 3.96pc.

Major support for the UST 10 year naists around itg/25/12 (1.38 percent)/7/6/16
(1.32p9/9/3/19 (1.43pc) triple bottom.

Beneath that floor is 1.00 percent. A 66pc yield crash from 3.26pc is 1.09pc.
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In some scenarios, flights to quality into (and thus lower yields fogedly highquality debt

(such as American, German, or Japanese government securities) may be accompanied by yield
spikes in relatively lowguality instruments. Such lower quality debt may be that of a sovereign
state. Picture emerging marketplaces; alscalt government debt yield spikes in Greece, Italy,
Portugal, and Spain during the Eurozone crisis.gomlity corporate debt (even if labeled as
investment grade) likewise is vulnerable to adventurous yield climbs.

PRESSURE POINTS: PUSHING USTREASURY YIELDS HIGHER

TheFederal Reserve Boaplomulgatedtismonet ary fpatienceod doctrine f
interest rates around ewdlendar 2018 because of economic slowdown féarkidingrisks

from trade war conflicts), sharp declines in the S+P 500#ret global equity playgrounds, and

pressure from President Trump. It cut the Federal Funds rate three times during calendar 2019.

Central banking allies such as the European Central Bank enhanoethtained existing highly
accommodative monetary pojischemes.

The St. L o-yearsfivelyeardodward inflatiore expectation rate climbed from 1.41

percent in mieR016 (6/17, 6/27, and 7/5/16) to 2.35pc on 2/2/18 (2.29pc on 10/9/18; compare the
time of the UST 10 year yield high). The St. Lobie d 6 s i nfl ati on expectati on
slumped to 1.87pc on 1/3/19; r @asyrhohey)t he emer genc
propaganda around that time, signaling that guar
Asufficientd i nEouimexpgedation mdasuce eclighbed to B.HOpcHn 4/25/19, it

has remained beneath two percaiter 7/25/19low 1.64pc on 10/31/19As of 1/3/2Q this five-

year rate was 19pc.

The Fedbdés December 2019 projection (12/11/19) fc
2.8percent. Howew it thenforecaseéd 2020 at 1.6 to 1.9pc.

In America and many other leading nations, populist pressures (coming from both the left and
right wings) have encouraged the creation and persistence of central bank easy money policies.
Central baks are part of théestablishmerit(elites) They do not wanvidespreadocial and

political unresto discourageeconomicgrowthor significantly disrupteconomicstructures.

However, head populist battles do not forever preclude interest rate increases.






