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when commenting on the bond market, the tendency is to focus just on U.S. Treasury (UST)
securities. This 1is not a critique, as the UST market is arguably the most closely
followed bond arena 1in the world. However, sometimes <investors can Tlose sight of
developments in other sovereign debt arenas. Against this backdrop, I thought it would
be prudent to provide an early 2022 update from a global perspective, although the
results probably won’t surprise you too much.

The trend here in the U.S. 1is one that is also occurring all around the globe-higher yie
1ds. As you can see in the table, 1l0-year sovereign debt yields have moved higher year-
to-date in just about every key bond market. Interestingly, the increases have also been
somewhat uniform in places such as the U.S., Germany, the U.K. and Canada, at around 40
basis points (bps) each. Italian 10-year BTP yields have risen the most thus far, by
just under 60 bps. Even in Japan, yields have moved up by almost 15 bps in the Japanese
Government Bond market.

Year-to-Date Changes in 10-Year Sovereign Debt Yields (%)

12/31/21 1.51 -0.18 0.97 117 143 0.07
2/4/22 192 0.20 1.4 1.74 1.85 0.20
Change 0.41 0.38 0.44 0.37 042 013

Source: Bloombeng, as of 2422

Perhaps the most noteworthy global development has been the return of sovereign debt
yields into positive territory. Indeed, remember all those stories about negative yields
abroad? well, don’t look now, but as of this writing, negative rates are no Tonger
evident in the 10-year sector, or even for essentially any of the five-year part of the
curve either. Looking at German bunds as the benchmark government bond market outside
the U.S., 10-year yields are now in positive territory for the first time since 2019. In
fact, following last week’s ECB meeting, the markets seem to be betting that rate hikes
will also occur in the eurozone later this year, which could bring the key deposit rate
back to zero from its current level of -0.50%.

conclusion

Let’s bring it back to any potential ramifications for the U.S. bond market. what sticks
out to me is the narrative of recent years that negative rates overseas would serve as a
cap on yield Tevels here at home. well, what happens when negative rates abroad no
Tonger exist? Wwhile spread comparisons would seem to still benefit Treasuries on an
absolute basis, it seems reasonable to expect UST yields could potentially lose some
support from overseas buying going forward. So, Tlet’s harken back to my blog post from
Tast week and ask the question: could the UST market Tose support from both the Fed and

global investors Tlater this year? A fair question to ask and a compelling reason to
consider rate hedging for a bond portfolio.
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For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

Related Blogs
+ Where Is the Treasury 10-Year Yield Headed?

Related Funds

+ WisdomTree Interest Rate Hedged U.S. Aggregate Bond Fund
+ WisdomTree Interest Rate Hedged High Yield Bond Fund

+ WisdomTree Floating Rate Treasury Fund

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Yield : The income return on an investment. Refers to the interest or dividends received

from a security that 1is typically expressed annually as a percentage of the market or
face value.

10-year sovereign debt : a debt dinstrument backed by a sovereign or government
guarantee with an original maturity of 10 years.

Basis point : 1/100th of 1 percent.
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