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A Domestic services demand
outpaced supply in September,
adding to price pressures.
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Headlines

ISM Services PMI Suggests Price Pressures Are Building

US services activity slowed in August with the headline ISM index falling to 54.9
from 55.2, which, whilst still high, fell below the consensus estimate of 55.2.
Respondents repeatedly highlighted high fuel costs as a drag on supply with the
broader survey pointing to building price pressures in the sector as domestic
demand outweighed supply.

The employment component deviated from last Friday’s weak nonfarm
payrolls report too; services sector employment returned to growth after two
months of contraction, mirroring last week’s manufacturing PMI, which also
showed strong hiring. Taken together, the data suggest a more resilient labour
market than implied by BLS data, even as inflationary pressures remain
persistent.

US 30-Year Yield Hits 5.70% as Junk Bonds Hit 17%

US yields extended their climb on Monday, with the 10-year reaching 5.34% and
the 30-year rising to 5.70%, their highest levels since 2022. The move came
despite Friday’s soft BLS report, which showed the US added only 29k jobs in
September and triggered a sharp drop in Fed rate hike expectations.

US Treasuries' continued sell off, despite weak economic data, suggests that
the market is being driven by a structural shift in supply and demand dynamics
rather than markets simply pricing in higher expected inflation. Over the last
year there has been a drastic increase in corporate bond issuance, especially
from Hyperscalers and Al-related firms, that has outpaced demand for bonds.

Junk bonds have also seen a rapid rise in yields as investors continue to ask for
more compensation for holding bonds. The risk premium for America's lowest
credit-rated companies has hit 12%, with overall yields rising to 17%. This is
especially prevalent at the long-end of the curve as demand for short term
issuance wains. The lack of demand at the short end is further exacerbating the
supply-demand problem as firms prefer to issue short term notes during
periods of rates with the view to refinance at lower rates in the future.

So far, equity markets have allowed this upward march in yields to go largely
unpunished. Though, investors will be monitoring firm profits closely as we
move into earnings season to make sure that corporations can keep up with
rising borrowing costs.
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Briefly Macro is not authorised by the Financial Services Authority of England. The information and/or data in this document is provided
by us for your general information only and is not intended for trading purposes or to address your particular financial or other
requirements.

Any research or data in this document is based on current public information that we consider reliable, but we do not represent it is
accurate or complete, and it should not be relied on as such. All market prices, data and other information are not warranted as to
completeness or accuracy and are subject to change without notice.

Briefly Macro disclaims any responsibility or liability to the fullest extent permitted by applicable law, for any loss or damage arising from
any reliance on or use of the data in any way.

The information, opinions, estimates and forecasts contained within this report are as of the date stated on the report and are subject to
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Our research is not investment research and should not be construed as an offer or solicitation to buy, sell or trade in any of the
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