
 

 

 

Does History Repeat Itself? 30-yr U.S. Treasury’s are Vulnerable 

 

After holding within a very tight range for a little over two months, the 30-yr U.S. Treasury finally broke out this week. 

Yields are moving higher (prices lower) as the economy continues to work through recovery and reopening. If history 

is any indication, impactful selloffs can happen quickly in a world filled with Fiscal and Monetary Policy.  

 

Fiscal Policy in Red Circle on the Chart Below:  

Economic Stimulus Act of 2008 

American Recovery and Reinvestment Act of 2009 

CARES Act 2020 

 

Quantitative Easing (QE) Grey Circle on the Chart Below:  

QE1: Nov 25, 2008, 30-yr U.S. Treasury sold off ~224 bps from Dec 18th low to June 2009 

QEII: Nov 3, 2010, 30-yr U.S. Treasury sold off ~75 bps from announcement until Feb 2011 

Operation Twist Sept 21, 2011, 30-yr U.S. Treasury did not see the sell-off 

QEIII and Taper Tantrum (Red arrow): Sept 13, 2012, 30—yr U.S. Treasury sold off ~125 bps through YE 2013  

 



 

 

This week was filled with green shoots as ISM Manufacturing/ISM Non-Manufacturing and the Employment Situation 

all suggest that the COVID-19 impact may be less impactful on the restarting of the global economy. The 

combination of quick and significant Monetary and Fiscal policy has provided a support system to allow the economy 

to bounce back quickly. This will aid in a healthy functioning market and a reversal of what has been low yields. 

Beware of the impact of low yields and long duration, this can create unintended downside risks if not 

actively managed. 

 

In addition to the domestic environment, the European Central Bank (ECB) brought more accommodation this week 

and Europe announced the framework for the European Recovery Fund – a game changer as the outcome will be 

the first true showing of fiscal solidarity across member states and will complement the ECB. Germany also surprised 

the market with a larger than expected fiscal stimulus package. That being said, China remains a wildcard and we 

are cautiously watching for any resurgence in COVID-19 hotspots.    

 

We still have surprises ahead and unintended consequences due to this unprecedented time-period. Look to the next 

round of Fiscal Stimulus (June timeframe) for continued support in the recovery effort. The Federal Reserve will 

remain very present and will engage more again if needed. With the front-end of the curve pegged to the Fed 

Funds Rate at zero, we expect to see continued curve steepening as the market reacts to an improving 

growth situation. Our two core tenets – risk-adjusted returns and preservation of capital – have taken on an even 

more important meaning during this time. This is when a portfolio can really benefit from active management.  

 



 
 
Let’s talk – Smith Capital Investors   
 
 

Our mailing address is: 

Smith Capital Investors   

1430 Blake Street 

Denver, CO 80202 

303-597-5555 

833-577-6484 

info@smithcapitalinvestors.com 

www.smithcapitalinvestors.com 

            

 

 
 
 

 

 

The opinions and views expressed are as of the date published and are subject to change without notice of any kind and may no 
longer be true after any date indicated. Information presented herein is for discussion and illustrative purposes only and should not 
be used or construed as financial, legal, or tax advice, and is not a recommendation or an offer or solicitation to buy, sell or hold 
any security, investment strategy, or market sector. No forecasts can be guaranteed, and the author and Smith Capital Investors 
assume no duty to and do not undertake to update forward-looking predictions or statements. Forward-looking predictions or 
statements are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results could differ 
materially from those anticipated in forward-looking predictions or statements. 
 
Any investment or management recommendation in this document is not meant to be impartial investment advice or advice in a 
fiduciary capacity and is not tailored to the investment needs of any specific individual or category of individuals. Opinions and 
examples are meant as an illustration of broader themes, are not an indication of trading intent, and are subject to changes at any 
time due to changes in the market or economic conditions. The information presented herein has been developed internally or 
obtained from sources believed to be reliable; however, neither the author nor Smith Capital Investors guarantees that the 
information supplied is accurate, complete, or timely, nor are there any warranties with regards to the results obtained from its 
use.  It is not intended to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio.  
  
Past performance is no guarantee of future results. As with any investment, there is a risk of loss. Investing in a bond market is 
subject to risks, including market, interest rate, issuer, credit, inflation, default, and liquidity risk. The bond market is volatile. The 
value of most bonds and bond strategies are impacted by changes in interest rates. The return of principal is not guaranteed, and 
prices may decline if an issuer fails to make timely payments or its credit strength weakens. High yield or “junk” bonds involve a 
greater risk of default and price volatility and can experience sudden and sharp price swings.   
 
Please consider the charges, risks, expenses, and investment objectives carefully before investing. Please see a prospectus, or, 
if available, a summary prospectus containing this and other information. Read it carefully before you invest or send 
money. Investing involves risk, including the possible loss of principal and fluctuation of value. 



 

All indices are unmanaged. You cannot invest directly in an index. Index or benchmark performance presented in this document 
does not reflect the deduction of advisory fees, transaction charges, and other expenses, which would reduce performance.  
 
This material may not be reproduced in whole or in part in any form, or referred to in any other publication, without express 
written permission from Smith Capital Investors. 
 
Smith Capital Investors, LLC is a registered investment adviser.  
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