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US Treasury 
intervenes 

Key takeaways

Last week saw government bond markets shrug off a surprise 
intervention by the US Treasury amid rising government debt 
levels, with only UK and emerging market shares making gains.

Bond market turbulence as US government debt passes $40trn

Last week was a gruelling one for US government bond (Treasury) markets. 
By Monday, the yield on 30-year US Treasuries had hit a 19-year high (5.31%) 
meaning that prices were at record lows. By Wednesday, US Treasury secretary 
Scott Bessent announced that the Treasury would “at least double” its buyback 
operations for longer-dated government bonds (from $2bn to $4bn). This provided 
a temporary boost to stock and bond markets, and helped Treasury yields to ease, 
but they subsequently gave up any gains delivered by the Treasury’s intervention.

Bond investors remain uneasy. US government debt has now ploughed past the 
$40trn mark, with around half of this arising in the last decade. As the cost of 
repayment continues to rise, markets remain cynical of US fiscal policy and the rising 
deficit amid a flood of massive bond issuance by the AI hyperscalers.

Investors take flight from US dollar assets  

Last week’s moves by the US Treasury helped to fuel a powerful rally in commodities 
and alternative assets as investors looked to move away from the US dollar and dollar-
denominated assets in what’s referred to as a ‘debasement trade’. Gold jumped over 
4% on Wednesday, following the Treasury announcement. It booked a third consecutive 
week of gains, to be more than 12% ahead in August, and on track for its biggest 
monthly gain this century. 

Other precious metals also rallied, as did metal mining stocks, and crypto currencies as 
investors sought alternatives to dollar exposure. Digital currencies strengthened with 
Bitcoin gaining 24% over the week. Gold investors and others will be glued to Friday’s 
speech from Federal Reserve Chairman Kevin Warsh for any signals of a US rate rise at 
next month’s meeting.

UK inflation ticks up

UK inflation took a noticeable step up from 2.6% in June, to 2.9% in July, well above 
the Bank of England’s 2% target. The rise was driven mostly by spiralling energy costs 
linked to the Iran war, with the steepest increase in gas prices for four years. Next month 
Ofgem, the energy regulator, increases the UK energy price cap by 13% to reflect the 
rise in commodity prices with expectations of further increases before the year is out.

Elsewhere, the UK suffered a surprise £1.8bn deficit in government spending in July, 
reflecting ballooning benefit payments, while Friday brought news that UK retail sales fell 
by 0.5% during the month, the first decline in three months. This, alongside weakening 
UK labour market numbers and falling private-sector wage growth, means traders are no 
longer expecting UK interest-rate increases in 2026.

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

Market moves

Global shares declined due to losses 
in the US, European and Japanese 
stock markets.

UK and emerging market shares 
were the top performers with modest 
gains.

Both UK and US government bonds 
suffered losses moving them further 
‘into the red’ for the year. Meanwhile, 
gold rallied strongly to be over 12% in 
the first three weeks of August.

What to look out for this 
week

US Treasury secretary Scott 
Bessent speaks again today, this 
time to announce details of the 
‘economic D-Day’ planned for Iran.

Tuesday brings German GDP data 
and US consumer confidence 
numbers, followed by the latest 
US personal consumption 
expenditures (PCE) inflation report 
on Wednesday.

Friday promises Japanese inflation 
and EU consumer confidence 
numbers, and a much-anticipated 
Jackson Hole speech from Federal 
Reserve Chairman Kevin Warsh.

https://wealthandasset.handelsbanken.co.uk/knowledge-hub/latest-thinking/our-latest-investment-views-july-update-2026/
https://vimeo.com/1205406217?fl=pl&fe=cm&turnstile=1.qBBlD1I32eggswoancc30T82hFoG7EnzjQwCpPFAqfelBtMZ1dWfmJ17GTWgfpNeswMLkzbrgttYH2nWxnJfxcQ6YhUXEbJhlaQk8uB7xnXd1WwEMVc04UzaIeOPy_vdB_29DOYE4wUE9dtOlcgFl7a2iySmT6vXcFBWbNrEWdUDqyC-1oU8bixq9W_NxYzee7-ftKZwo_YBtiAJqifpHZNrUF91dIVYw8v4_mHOIghqrp9zKXR1fOIBmLtcx2YHjsf3GQZ85bKG9zcF_mUVk5hpsVky38tSBAF69gkhPI5wJEVYOTI_9nvP9pcNk6dEvUhB9sqlgZ8D-jjpCcPGA9wSFEhhZphpINbAo8e-7belJadBJGaRM0fX4zjS-3gv8bt8C7Fs-RmECEwk2_67iPaM25XfA0VM7dY0X7rdvoiYl55ZJ14qxQcESM6RywKoRq3zt391A04kW5vEqjFISrFq4sehfOI22gbsdIcC1ZgMoA0vK2ye6E7P56yV3USQqOZaYX_nWMmTXMi6VxtB1CD9o7GFci0rHHyTbCNHdnhcf5k1M1a3_Xah_f3wzm02stRCpI7h65HkVaXjdFyd3IsVOyNj9bhMK-dfAYs1Xe1GqE5OeD3RXxaIk9_dnXmoiEdAAn_m9zfYE-a9wS3BsowBkeNaT6bhjUU4AP2hqBs7M0Pt68wuTgrobTwB5CWSaiuDrvawMTgU-qBx7Eun7eNZNLRAIKeFNGYhxK0diMI.zdlP49eJ2IwW8r-kEVKK2w.a4e9bd41fcc203aa96ead7d1efcd36b959ad6f80762f05120b232f63a87ad34a
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