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and other types of credit.
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Bond Market Volatility: What Could
Higher Yields Mean for Y our Money?

A sell-off in U.S. Treasury bonds has pushed longer-term yields sharply higher, with repercussions that
could ripple across the economy. On September 1, 2026, the yield on the 10-year Treasury note, which had
dipped below 4.0% in February, had risen to nearly 4.8%, the highest level since early 2025. The 30-year
Treasury yield hovered around 5.25% at the beginning of September, a level not seen since 2007.1

Treasury bonds represent money loaned by investors to the U.S. government. When bond prices fall, yields
rise, and vice versa. The longer investors are willing to wait for the bond to mature (when the principal will
be repaid), the more they typically expect to be paid in interest.

The yields of short-term Treasuries (with maturities ranging from one week to one year) tend to respond
directly to adjustments in the Federal Reserve's benchmark federal funds rate. Longer-term bonds can be
more volatile because prices and yields are influenced by a variety of forces, starting with the balance
between supply and demand.

Reasons for rising yields

A surge in oil prices sparked by the war with Iran, other price pressures such as expanding tariffs and
counter-tariffs, and uncertainty around Fed policy have renewed investor fears that inflation could remain
elevated for longer than previously expected. Investors are also concerned about federal deficits and the
sustainability of the national debt, which topped $40 trillion in August.2-3 Considering these risks, bond
buyers are demanding a greater "term premium," which is the extra compensation typically received for
committing money to long-term bonds instead of more stable shorter-term securities.

Plus, the U.S. government is issuing large amounts of Treasury debt at the same time corporations are
borrowing enormous amounts of money to finance investments in artificial intelligence (Al). As a result,
there is an abundant supply of longer-term debt competing for investors' capital. All of this is putting
downward pressure on bond prices and pushing up long-term yields.4

Rising bond yields are a global phenomenon, as the factors affecting the United States are also impacting
other large nations, including Japan, Germany, France, and the United Kingdom. Moreover, reduced
demand for U.S. bonds from foreign investors is likely contributing to rising yields. (Generally speaking, as
demand shrinks, so do bond prices.)5

Higher payments for borrowers

Treasury yields are a benchmark for mortgages, auto loans, corporate bonds, and other types of credit.
Mortgage rates are closely tied to the 10-year Treasury yield, so the bond sell-off is not good news for a
housing market that has already endured four years of sluggish sales. Historically low inventory — the result
of homeowners staying put so they can keep their lower mortgage rates — has helped make home prices
unaffordable for many Americans.6

Mortgage rates briefly dipped below 6.0% in February 2026, then jumped after the attack on Iran later that
month. According to Freddie Mac, 30-year mortgage rates averaged 6.71% as of September 3, 2026.7

Auto loans tend to track medium-term Treasury yields, such as the five-year, which also reached its highest
level since January 2025. Facing higher interest rates, more car buyers are taking out longer loans to afford
monthly payments; many end up owing more on auto loans than their car is worth.8

Corporate-bond yields have risen sharply this year, making it harder for companies to fund operations and
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investment without cutting into profits. If high borrowing costs persist, it could eventually strain the finances
of consumers, businesses, and governments, thereby reducing the prospects for economic growth.9

Implications for investors

This year's sell-off could mean paper losses for investors who already own bonds, or realized losses if
bonds are sold. But it might also be a moment of opportunity for those who are buying bonds now. Holding
Treasuries to maturity can help add stability and predictable income to a portfolio, or they can be purchased
with an eye toward selling if prices rise — or both.

One concern is that rising Treasury yields could conceivably spark a downturn in the high-flying U.S. stock
market by offering anxious investors a chance to generate solid returns without the higher risk typically
associated with stocks.

Higher yields may make bonds worth another look as a source of income and diversification. Of course, it
may not be wise to abandon stocks altogether, because they are generally viewed as important for
long-term portfolio growth.

U.S. Treasury securities are guaranteed by the federal government as to the timely payment of principal
and interest. The principal value of stocks and bonds fluctuates with market conditions. When bonds are
redeemed prior to maturity or stocks are sold, they could be worth more or less than their original cost.
Investments seeking to achieve higher yields also involve a higher degree of risk. Diversification is a
method used to help manage investment risk; it does not guarantee a profit or protect against investment
loss.
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Thrivent and its financial advisors and professionals do not provide legal, accounting or tax advice. Consult
your attorney or tax professional.

Thrivent financial advisors and professionals have general knowledge of the Social Security tenets. For
complete details on your situation, contact the Social Security Administration.
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