Core fixed income:
Could a U.S. “Blue Wave' raise yields?

Markel commenblors ae focusing on e possibility that the Democatic  nflation e xpectations are on the rise

party wis the Senate and White Hous e as well as elaining control of the

House in the 3% November elections. A so-called biue wawe' may mean a

fiscal simulus based around public infrastucture expenditure In addition — U5 5Y5Y swaps forward jnflation
the Fed has continued to indicate they will lolerate mflation above target o 15

make up lor the undershood inrecenl yoears ’

Despite the genemlly deflabonary pressume from the Cowd epidemic, ths 3.0
has mean! longer-kBm nflabon expectations am slartng 1o nse Ths s

pethaps best seen by looking at forward starting swaps, where the LS 25
level 15 e highestil has beanin over 8 year We expect this lomean that - &

them will be some upward pressure on ywelds, although they ame likely fo L0
redmiEin low
We continue (o think TIPS look aliractve versis Treasunes, espeaally as 13
conditions move fowards more inflafionary policies. 1.0 . . . . . . |
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Yields are bouncing from March lows... ...but remain extremely low in a medium-term context
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