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Yields Climb on Expectations for Additional Fed Tightening

The bond market opened with a thud Thursday morning as investors considered
Tuesday’s hot CPI release, hawkish comments by prominent Fed officials, a social media
post by the president suggesting the U.S. doesn't need a deal with Iran and a soft 10-year
Treasury auction. In response, yields climbed to their highest levels in more than a month
and now indicate likely rate hikes at both the December and January FOMC meetings.

Earlier this week, Fed Governor Christopher Waller said a 50 basis point increase could
be considered next month if inflation continues to surprise higher. Waller, speaking

at a central bank conference in London, cautioned that “Hiking only 25 basis points
would put our credibility at risk, a risk | am not eager to take” That same day, Dallas
Fed President Lorie Logan, delivering the keynote address at a Fed energy conference,
argued that at least two more hikes were appropriate, asserting that the Fed’s current
accommodative policy is adding to inflationary pressure. Both Logan and Waller are
voting members,

Amid hawkish Fed speak and rising prices, the U.S. Treasury auctioned $42 billion in 10-
year notes on Tuesday. Investors demanded higher yields to compensate for increased
market risk. Another $25 billion of 30-year bonds, offered on Thursday, also experienced
tepid demand.

The initial market reaction to the midterm results was an increased likelihood of a near-
term resolution to the Iran conflict, and a corresponding decline in oil prices. With the
House failing in a vote to impeach Defense Secretary Hegseth Wednesday and President
Trump instructing JD Vance to focus on domestic issues rather than peace negotiations
yesterday, near-term expectations for lower energy prices have faded.

The bottom line is that inflationary pressure has increased and Fed officials seem to be

losing patience, while recent stock market resilience has reversed much of the safety
trade that drove yields lower last week.

Market Indications as of 8:45 A.M. Central Time

DOW Up 147 to 52,444 (HIGH: 54,349)
NASDAQ Down -100 to 25,266 (HIGH: 27,600)

S&P 500 Up 22t0 7,615 (HIGH: 7,819)

1-Yr T-hill current yield 4.62%; opening yield 4.62%

2-YrT-note current yield 4.86%; opening yield 4.88%
3-YrT-note current yield 4.93%; opening yield 4.94%
5-YrT-note current yield 4.98%; opening yield 4.97%
10-Yr T-note current yield 5.16%; opening yield 5.14%
30-Yr T-bond current yield 5.49%; opening yield 5.46%

D/, icrlAcy +inA r AL
Please see disclosure starting on page 2

Scott Mcintyre, CFA
HilltopSecurities Asset Management
Co-Head of Investment Management
Managing Director

512.481.2009

scott. mcintyre@hilltopsecurities.com

Greg Warner, CTP

HilltopSecurities Asset Management
Co-Head of Investment Management
Managing Director

512.481.2012
greg.warner@hilltopsecurities.com

Matt Harris, CFA

HilltopSecurities Asset Management
Senior Portfolio Advisor

Senior Vice President

512.340.1845
matt.harris@hilltopsecurities.com

The bottom line is that inflationary
pressure has increased and fed
officials seem to be losing patience,
while recent stock market resilience
has reversed much of the safety trade
that drove yields lower last week.

Page 1



Hilltopsecurities TP Economic Commentary

The paper/commentary was prepared by HilltopSecurities Asset Management (HSAM). It is intended for informational purposes only and does not constitute legal or investment advice,
nor is it an offer or a solicitation of an offer to buy or sell any investment or other specific product. Information provided in this paper was obtained from sources that are believed to be
reliable; however, it is not guaranteed to be correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney or advisor in any particular
circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the document and may differ from the views of other divisions/departments of Hilltop
Securities Inc. and its affiliates. In addition, the views are subject to change without notice. This paper represents historical information only and is not an indication of future performance.
Sources available upon request.

HilltopSecurities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, registered investment adviser and municipal advisor firm that

does not provide tax or legal advice. HTS and HSAM are wholly owned subsidiaries of Hilltop Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St., Suite 3400, Dallas, Texas 75201, (214)
859-1800, 833-4HILLTOR.

©2026 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC Pa ge )



