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Bond yields push
higher

Key takeaways

Last week saw the cost of government borrowing rising around
the world as bond yields returned to multi-year highs amid
heightened concerns over debt levels and the ongoing Iran war.

Global bond yields push higher

Last week was branded as a ‘rout’ in global bond markets with the yields on
government bonds rising to multi-decade highs (meaning their prices were at
record lows) in the US, UK, Germany and Japan. A combination of renewed
Middle East tensions and inflationary fears, ongoing concerns as to ever-growing
government debt piles, and a Federal Reserve (Fed) chair seen as increasingly
‘hawkish’ (meaning he favours interest-rate hikes), pushed the yield on 10-year US
government bonds to a post-pandemic high early last week. This reverberated
through global bond markets.

Investor demands for greater rewards for owning government debt are raising
borrowing costs, limiting options when it comes to spending. Meanwhile, being
forced to refinance maturing debt at higher rates progressively increases
government interest-repayment costs.

UK’s borrowing costs reach 18-year high

Amid a global sell-off in government debt, the yield on 10-year UK government bonds
(gilts), hit an 18-year high of 5.2% last week (yields move inversely to prices). This took
UK borrowing costs to their highest levels since the financial crisis. Gilts suffered more
than other government bonds reflecting the UK'’s heightened vulnerability to energy
shocks, its precarious public finances and an untested new government. It's estimated
that the rise in 20-year gilt yields will likely add an extra £6bn to incoming Chancellor
John Healey’s borrowing costs, further reducing the ‘fiscal headroom'’ available.

On Friday, Bank of England Governor Andrew Bailey highlighted a range of “structural
challenges”, reinforcing that interest rates might need to stay higher for longer. Markets
expect only a 10% chance of a UK rate hike next week, with a 60% chance in November.

US economy adds 162,000 jobs in August

The much-watched US Labor Department survey on non-farm payrolls surprised
forecasters last week by adding 162,000 new jobs in August compared with consensus
estimates that were for barely a third of this.

With US unemployment at 41%, the non-farm payrolls data contrasts with last week’s
ADP employment reading, but they both support the continuing pattern of benign US
labour market resilience. The surprising strength of the labour market prompted traders
to adjust the odds of a coming rate hike. Two-year US government bond (Treasury)
yields, which reflect nearterm rate expectations, rose to their highest since January last
year. Along with this week’s inflation data, the figures will help inform the Fed’'s Open
Market Committee when it meets to set US interest rates next week.

For more in-depth commentary from our investment team, please see our
latest Investment Views article and Quarterly Outlook video.

wealthandasset.handelsbanken.co.uk
7 September 2026

Market moves

Global stock market indices made
modest gains thanks to positive
progress for most regional stock
markets.

Japanese shares outperformed
those elsewhere. While emerging
market and US shares were ahead,
UK shares were only marginally so,
while European shares lost ground.

UK government bonds were
modestly positive while US
government bonds retreated
marginally amid rising yields in global
bond markets. Gold declined almost
3% paring its 2026 gains to just
0.6%.

What to look out for this
week

Today promises German industrial
production numbers alongside
the latest European readings for
employment and GDP growth.
Tuesday brings UK retail sales and
Japanese GDP growth numbers.

The ECB's latest interest-rate
decision is due Thursday alongside
US PPI (Producer Price Inflation), the
Fed’s preferred leading indicator for
CPl inflation, and jobless numbers.

Friday brings a crowded mix of UK
GDP, industrial and manufacturing
production numbers alongside US
core inflation and CPI (Consumer
Price Index) numbers.



If you have questions about financial markets, or our investment services, please contact the
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Important Information

Handelsbanken Wealth is a trading name of Handelsbanken Wealth & Asset Management Limited which is authorised and regulated

by the Financial Conduct Authority (FCA) in the conduct of investment and protection business, and is a wholly-owned subsidiary of
Handelsbanken plc. For further information on our investment services go to wealthandasset.handelsbanken.co.uk/important-information.
Tax advice which does not contain any investment element is not regulated by the FCA. Professional advice should be taken before any
course of action is pursued.

= Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandassethandelsbanken.co.uk

= Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/important-
information

= Learn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

= Understand more about the language and terminology used in the financial services industry and our own publications through our
Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a definitive
analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any of the investments
mentioned.

The value of any investment and income from it is not guaranteed and can fall as well as rise, so your
capital is at risk.

We manage our investment strategies in accordance with pre-defined risk objectives, which vary depending on the strategy’s risk profile.

Portfolios may include individual investments in structured products, foreign currencies and funds (including funds not regulated by the
FCA) which may individually have a relatively high risk profile. The portfolios may specifically include hedge funds, property funds, private
equity funds and other funds which may have limited liquidity. Changes in exchange rates between currencies can cause investments of
income to go down or up.

This document has been issued by Handelsbanken Wealth. For Handelsbanken Multi Asset Funds, the Authorised Corporate Director is
Handelsbanken ACD Limited, which is a wholly-owned subsidiary of Handelsbanken Wealth, and is authorised and regulated by the Financial
Conduct Authority (FCA). The Registrar and Depositary is The Bank of New York Mellon (International) Limited, which is authorised by the
Prudential Regulation Authority and regulated by the FCA. The Investment Manager is Handelsbanken Wealth, which is authorised and
regulated by the FCA.

Before investing in a Handelsbanken Multi Asset Fund you should read the Key Investor Information Document (KIID) as it contains
important information regarding the fund including charges and specific risk warnings. The Prospectus, Key Investor Information Document,
current prices and latest report and accounts are available from the following website: wealthandasset.handelsbanken.co.uk/fund-
information/fund-information/, or you can request these from Handelsbanken Wealth or Handelsbanken ACD Limited: 25 Basinghall Street,
London EC2V 5HA or by telephone on +44 01892 701803.
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