
  1U.S. Treasury Surprises Markets by Expanding Long-End Bond Buyback

U.S. TREASURY SURPRISES MARKETS BY 
EXPANDING LONG-END BOND BUYBACK
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1.	 Off-cycle announcement by the Treasury on bond buyback provides markets 
with relief

	• Two weeks ago, on August 5, the Treasury published their tentative 
schedule of Treasury buyback operations. Related to liquidity support, 
tentative plans included $14bn of buybacks across 7 operations from 
September 9 through November 4. 

	• But on Wednesday, August 19, the Treasury issued a surprise 
announcement that it plans to at least double the size of the buyback 
operations between September and November. 

	• The initial market interpretation was one of relief as the nature and timing 
of the surprise announcement signaled to markets that the Treasury 
considers the current level of yields on the long end to be too high.

As a Response, the 10s30s Bull Flattened, Dollar Fell, and Equities Rose
1-day value change for 30y, 10y, and 2y. Percent change for DXY and SPX.
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SUMMARY
	• What happened:  

Treasury said it would raise 
the maximum size of certain 
buyback operations from $2 
billion to at least $4 billion each.

	• What bonds are targeted: 
Mainly longer-dated Treasuries, 
especially the 10–20 year and 
20–30 year sectors.

	• Why it matters:  
It was seen as an attempt to 
improve liquidity and ease 
pressure on long-term Treasury 
yields, which had recently 
surged. This was an unexpected 
mid-cycle adjustment and not 
part of the normal quarterly 
refunding process, so markets 
treated it as more significant.
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2.	 However, relief is likely to be short-lived as macro data remain resilient and fiscal path  
remains unchanged

	• Treasury’s buyback is fundamentally different from the Federal Reserve (Fed)’s balance sheet 
expansion. 

	• The Fed’s asset purchase is done through newly created reserves, which alter the money supply 
in the economy and tend to have a more meaningful impact on financial conditions. 

	• No announcements have been made on how the Treasury buyback will be funded, but issuance 
of bills is likely to be the funding source, consistent with recent issuance patterns.

Crucially, the Fiscal Path for the U.S. Remains Unchanged
Cumulative U.S. daily new fiscal flows
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3.	 Announced dollar amount implies minimal fall in yields, but market reaction implies buyback of 
over $100bn

	• We revisited the Fed’s large scale asset purchase and maturity extension programs that ran 
from 2008 through 2014 to understand the impact of increased demand at the long end had on 
changes in yields. 

	• During this time, the Fed increased its asset purchase by roughly $4.5tn. Of that, the increase in 
10y equivalents were roughly $2.5tn. 

	• It is estimated that the cumulative impact of the Fed’s asset purchases resulted in a reduction 
in the 10y term premium of about 100 basis points (bps). 

	• Extrapolating this data, the announced $14bn increase implies less than a 1bp fall in yields.

	• Market reaction was consistent with a buyback of over $100bn – with no change in banks’ 
reserves.

Conclusion
Several weeks ago, U.S. Secretary of the Treasury Scott Bessent joined Japan’s coordinated yen 
intervention, selling euros rather than dollars to buy yen and steering Tokyo toward the Fed’s FIMA 
repo facility, to spare Japan from liquidating its $1 trillion-plus in Treasury holdings. That sale would 
likely have pushed yields higher and undercut the same goal the buybacks now serve. Paired with the 
yen intervention, the surprise buyback announcements likely reveal the intent of U.S. Secretary of the 
Treasury Scott Bessent to keep yields in check. 
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Important information
This material should not be considered as investment advice or a recommendation of any investment manager or account arrangement and should not serve as 
a primary basis for investment decisions. Neither the information nor any opinions expressed herein should be construed as a solicitation or a recommendation 
by BNY and its affiliates to buy, hold or sell any securities or investments or hire any specific manager. Any statements and opinions expressed are those of 
the author as at the date of publication, are subject to change as economic and market conditions dictate, and do not necessarily represent the views of BNY 
Advisors.
The information has been provided as a general market commentary only and does not constitute legal, tax, accounting, other professional counsel or investment 
advice, is not predictive of future performance, and should not be construed as an offer to sell or a solicitation to buy any security or make an offer where 
otherwise unlawful.
The information has been provided without taking into account the investment objective, financial situation or needs of any particular person. BNY is not 
responsible for any subsequent investment advice given based on the information supplied. This is not investment research or a research recommendation for 
regulatory purposes as it does not constitute substantive research or analysis. 
This information may contain projections or other forward-looking statements regarding future events, targets or expectations, and is only current as of the 
date indicated. Accordingly, such statements are inherently speculative as they are based on assumptions that may involve known and unknown risks and 
uncertainties. There is no assurance that such events or expectations will be achieved, and actual results, performance, or events may be significantly different 
from that shown, expressed or implied here. The information is based on current market conditions, which will fluctuate and may be superseded by subsequent 
market events or for other reasons and BNY’s view as of the time of the information and statements. References to specific securities, asset classes and 
financial markets are for illustrative purposes only and are not intended to be and should not be interpreted as recommendations.
Charts are provided for illustrative purposes and are not indicative of the past or future performance of any product.
Past performance is no guarantee of future results. Diversification and strategic asset allocation do not guarantee a profit nor protect against a loss in declining 
markets. All investments and investment strategies are subject to risk, including the loss of principal. 
Certain investments have specific or unique risks that should be considered along with the objectives, fees, and expenses before investing.
No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment.
Information and opinions presented have been obtained or derived from sources which BNY believed to be reliable, but BNY makes no representation to its 
accuracy and completeness. BNY accepts no liability for loss arising from use of this material.
All investments involve risk including loss of principal.  Certain investments involve greater or unique risks that should be considered along with the objectives, 
fees, and expenses before investing.
This material has been provided for informational purposes only and should not be construed as investment advice or a recommendation of any particular 
investment product, strategy, investment manager or account arrangement, and should not serve as a primary basis for investment decisions.  Prospective 
investors should consult a legal, tax or financial professional in order to determine whether any investment product, strategy or service is appropriate for their 
particular circumstances. Views expressed are those of the author stated and do not reflect views of other managers or the firm overall. Views are current as 
of the date of this publication and subject to change. The information is based on current market conditions, which will fluctuate and may be superseded by 
subsequent market events or for other reasons. References to specific securities, asset classes and financial markets are for illustrative purposes only and are 
not intended to be and should not be interpreted as recommendations. Information contained herein has been obtained from sources believed to be reliable, but 
not guaranteed. No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission.
BNY Investments is one of the world’s leading investment management organizations encompassing BNY’s affiliated investment management firms and global 
distribution companies. BNY is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the 
Corporation as a whole or its various subsidiaries generally.
Pierstone Wealth Management is a Registered Representative of Sanctuary Securities Inc. and Investment Advisor Representative of Sanctuary Advisors, 
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