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A UK yields rose to decades old

highs, refreshing new budget
concerns as PM Andy Burnham
returned to Parliament.
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= Global Yields Rise on as Iran War Inflationary Pressures Persist

= US Manufacturing Remains Resilient Whilst Job Market Stays
Stagnant

Headlines

Global Yields Rise on as Iran War Inflationary Pressures Persist

Global government bond yields moved higher on Tuesday as markets continued
to react to renewed military exchanges between the US and Iran.

In the US, the 30-year Treasury yield rose to 5.28%, moving above levels seen
before Treasury Secretary Bessent's bond buyback announcement last week.
The move was further supported by Fed Chair Warsh'’s hawkish Jackson Hole
remarks, which have pushed investors to demand higher yields amid rising
expectations of a September rate hike.

More broadly, the continued escalation in the Middle East pushed oil prices
higher yesterday, reigniting global inflation worries and causing a synchronised
move across long-end global yields. In Japan, the 10-year yield climbed to 3%,
a 30-year high, while in the UK, 10-year gilt yields reached levels not seen since
the Financial Crisis. 30-year yields also hit three-decade highs.

The UK remains particularly exposed to volatile oil markets and the sharp rise
in gilt yields yesterday intensified concerns around the government’s fiscal
position. Higher borrowing costs increase the risk that the new Chancellor John
Healey may need to raise taxes in the upcoming October budget to offset rising
interest payments on government debt; Number 10 reaffirmed its commitment
to fiscal discipline yesterday amid ever-looming questions over the
government'’s fiscal headroom.

US Manufacturing Remains Resilient Whilst Job Market Stays Stagnant

US ISM manufacturing data softened in August, though the sector continued to
signal expansion. Headline PMI came in at 54.6, down from 55.6 in July and
below expectations of 55.2. The moderation reflects a strong production index,
supported by ongoing tech-related investment spending, weighed by weaker
employment components and high input costs.

Elsewhere, JOLTS job openings data confirmed a cooler labour market picture
as openings fell to 7.271m in July, slightly below the 7.3m consensus. The
markets showed little reaction to the fresh economic data reflecting the fact
that Chair Warsh had downplayed labour-market weakness in his Jackson Hole
address on Friday, instead offering a more hawkish tone.
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