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Intriguing RV graphs: JGB market after September rate hike

(original Japanese report issued on September 14, 2026)

Key points

m  Since formation of Takaichi Cabinet, JGB yields have risen, led by 10yr sector,
amid concerns about BoJ falling behind the curve; 2s10s JGB yield spread
widening

m  But this trend has recently reversed; expectations for accelerated rate-hiking
pace emerging following coordinated US-Japan forex intervention, remarks
from US Treasury Secretary Scott Bessent

m  Sep meeting to provide opportunity for assessing sustainability of reversed
trend; focus on policy decision vote counts, tone at BoJ Governor’s press

conference
Steepening trend In this report we examine relative value (RV) graphs of the 2s10s JGB yield
since launch of spread, as well as the 10-year break-even inflation rate (BEI) and the USD/JPY

Takaichi Cabinet
has recently
reversed; BoJ’s Sep  The trend that has persisted since the Takaichi administration took office is now

meeting to provide reversing. Until now, JGB yields had been rising, particularly the 10-year sector

opportunity for (Graph 1), mainly driven by concerns over the risk that the BoJ could fall behind

:32$asi?‘|:g"ti:end the curve. Arise in market participants’ inflation expectations (10-year BEI [break-

y even inflation rate]), on the back of the view that the BoJ will continue to hike its

policy interest rate at a gradual pace, have been driving up JGB yields (Graph 1,
2). As we pointed out in our August 10, 2026 Fixed Income Commentary
(“Intriguing RV graphs: Reuvisiting relationship between JGB yields and exchange
rates”), Japan falling into a spiral of rising inflation expectations and yen
depreciation may also have contributed to the higher JGB yields around the 10-
year zone (Graph 1, 2). As such, according to a textbook approach, an interest rate
hike should have led to a flattening of the yield curve, but that did not happen, and
the 2s10s JGB yield spread has continued to widen. Recently, however, these
trends have clearly reversed (Graph 1).

exchange rate (Graph 1, 2).
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Graph 1: 2s10s JGB yield spread (compound basis) Graph 2: 10-year BEIl and USD/JPY

20 — 32% 170 — L 2.4%
190 | P s N4 3.0% (USD/JPY) ! :

180 ——2510s JGB spreads 1{ 2.8% :

170 (Ref.) 10s30s JGB spreads ] o6 160 T i1 20%
160 (Ref.) 10yr JGB yield (RHS) 1 5

150 ﬂ Reversal | { 22% 190 T [ 16%
140 | { 2.0% i

130 | {18% 140 | i1 12%
o | 1% Takaichi |
100 VN ) 130 administration | 0-8%

40

80 | 1 0.8% 120 |
70 Takaichi 4 0.6%
60 (S— administration __/ { 04% 110 F
50 1 0.2%

1 1:0% USD/JPY

——10yr BEI (RHS)

1 0.4%

1 0.0%

Jan-24 Jul-24 Jan-25

0.0% 100 + + + + + -0.4%
Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-26

Jul-25 Jan-26 Jul-26

Note: Yield spreads calculated by MUMSS using Bloomberg on- Note: Breakeven inflation rate (BEI) = nominal interest rate — real
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Source: MUMSS, from Bloomberg data Source: MUMSS, from Bloomberg data

Speculation of US
pressuring BoJ to
accelerate rate hikes
is behind trend
reversal

The trigger for this trend reversal was the coordinated yen-buying intervention
conducted by Japan and the US at the end of July. In response, the view that the
US government is pressuring the BoJ to raise rates has gained traction. The further
yen depreciation and the accelerating 10-year JGB yield rise (driven by concerns
that BoJ may fall behind the curve) could result in higher 10-year UST yields. There
is the view that, ahead of the US midterm elections, the US government took the
step of coordinating currency intervention to prevent such a development. In fact,
there has been a series of statements by US Treasury Secretary Scott Bessent
that seemed to urge the BoJ to accelerate rate hikes or suggested that he was
convinced the Bank would do so. Such comments included, “I believe that
(Governor Ueda) will do what is needed (August 4),” “(1 expect Governor Ueda to)
do the right thing (August 30),” and “I have information that the market doesn’t
have. And it's my belief that the Japanese government and that the BoJ will do the
things that will lead to a stronger yen (August 31).” As a result, the market has
started to price in a faster pace for interest rate hikes in Japan. Prior to the
coordinated US-Japan currency intervention, the TONA/OIS market had priced in
roughly one rate hike every six months. It is now pricing in a pace approaching one
hike per quarter, broadly in line with most other major countries (Graph 3).
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How committed is
BoJ? Keeping eye
on policy decision
vote counts, tone at
Ueda’s press
conference

Graph 3: One-month TONA OIS forward rates
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Therefore, we can probably assume that whether the reversed trend will continue
depends on whether the BoJ actually accelerates its pace of rate hikes. In that
sense, the September 17-18 Monetary Policy Board meeting is likely to provide an
opportunity to assess the BoJ’s commitment to hiking interest rates. The market
views a 25bp hike at the September meeting as almost certain. What comes next
is the real issue. For example, vote counts on the policy decision can provide
important clues for predicting the subsequent pace of interest rate hikes. If the
decision to raise interest rates is unanimous, the view that even doves are in favor
of the hike is likely to reinforce the aforementioned reversed trend. Naturally, we
will also pay close attention to Governor Ueda’s tone at his post-meeting press
conference. If Ueda were to effectively accept the market’s pricing in of rate hikes
that are approaching a quarterly pace, we expect the 2s10s JGB yield spread to
continue to narrow, and make any widening unlikely, at least for now.

* The next issue is scheduled on September 28. Thank you for your understanding.

Takahiro Otsuka
Senior Fixed Income Strategist
8:00 JST, September 14, 2026
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