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Intriguing RV graphs: Only Japan lacked yield curve flattening
during September central bank week

(original Japanese report issued on September 28, 2026)

Key points

m  Reviewing September central bank week. Japan only major economy without
yield curve flattening; concerns about the BoJ falling behind the curve likely
resurfaced

m The rate hike decision not unanimous; the retention of some Cabinet members
may also have been a factor. Sharp rise for inflation expectations relative to
other major markets

m  Concerns about the Bod falling behind the curve likely to persist. In that case,
2s10s spread unlikely to narrow; wary of higher-than-expected 10yr JGB yield

Following central In this report we examine changes in government bond yield curves across

bank decisions, countries following the central bank week in September (Graph 1).

Japan only country

where government We review market trends following the policy decisions among major central banks
bond yield curve did  during September’s central bank week. In September, the ECB and the Fed each
not flatten; market decided to raise interest rates by 25bp on the 10th and 16th, respectively. On the
views the BoJ’s 18th, the BoJ decided to raise its policy rate by 25bp in a 7-2 vote. Meanwhile, on

rate-hiking stance

. the 17th, the BoE decided to keep its policy rate unchanged in a vote of 6 to 3.
as cautious

Taking September 9, the day before the ECB’s policy decision, as the starting
point, government bond yield curves in the US and Europe had flattened as of last
weekend, while Japan’s alone had not. Instead, the JGB yield curve had steepened
slightly (Graph 1). The market appears to have interpreted the BoJ’s split vote as a
cautious stance on rate hikes. As a result, inflation concerns remained unresolved
and the yield curve did not flatten. Two members of the Monetary Policy Board,
Toichiro Asada and Ayano Sato, both appointed under the Takaichi administration,
dissented in favor of keeping the policy rate unchanged. This may have been taken
as a sign that the government continued to favor reflationary or “high-pressure
economy” policies. The retention of Minoru Kiuchi, Minister of State for Economic
and Fiscal Policy and Growth Strategy, in the September 17 Cabinet reshuffle may
also have been a factor. Kiuchi, who is seen as a driving force behind “responsible
proactive fiscal policy,” frequently attends BoJ meetings.
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Concerns BoJ
falling behind curve
resurface; yen
continues
weakening, inflation
expectations rising;
Japan-specific
factors contributing
to resurgence of
such concerns

Graph 1: Changes in government bond yield curves
after the September central bank week
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Note: Changes as of 25 September versus 9 September, the day before the September ECB Governing
Council’s monetary policy decision.
Source: MUMSS, from Bloomberg data

Given forex market and inflation expectation trends, concerns that the BoJ may be
too slow to raise rates appear to be resurfacing. As we discussed in our September
14, 2026 Fixed Income Commentary (“Intriguing RV graphs: JGB market after
September rate hike”), concerns about the BodJ falling behind the curve had
temporarily subsided following the coordinated US-Japan yen-buying intervention,
as the view gained traction that the US government was encouraging the BoJ to
raise rates. In fact, immediately after the intervention, US Treasury Secretary Scott
Bessent made a series of remarks that appeared to urge the BoJ to accelerate rate
hikes or express confidence that it would do so. Has the BoJ truly shifted away
from its relatively slow pace of rate hikes? The market intently monitored the BoJ’s
September meeting, and did not seem convinced that the BoJ had changed its
stance. In the forex market, the dollar strengthened against the yen immediately
after the meeting. The yen strengthened at times, partly due to remarks by BoJ
Governor Kazuo Ueda at his post-meeting press conference that the policy
landscape had changed. Still, the yen appreciation proved to be temporary.
Looking at the 10-year break-even inflation (BEI), which is said to reflect the
market’s long-term inflation expectations, the increase in Japan has been greater
than that in the US and major European countries (Graph 2, 3). Japan’s 10-year
BEI rose more sharply than that in the UK, where the policy rate remained
unchanged. In light of this, it is an interesting development that, while the UK
government bond yield curve has flattened, Japan’s has steepened slightly. These
changes suggest that Japan-specific factors, particularly the market's assessment
of the BoJ’s policy decision, may be contributing to the resurgence of concerns
about falling behind the curve, alongside global inflationary pressures.
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Graph 2: 10-year BEI by country

Graph 3: Changes in 10-year BEI by country after
the September central bank week
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Concerns about BoJ
falling behind the
curve likely to
persist. In that case,
2s10s spread
unlikely to narrow;
wary of higher-than-
expected 10yr JGB
yield

Concerns about the BoJ falling behind the curve may persist for now. On
September 25, when the 10-year JGB yield hit 3.115%, Kiuchi stated, “The phase
of Abenomics-style reflationary policies, which involved monetary easing and
flexible fiscal measures, has come to an end (translated by MUMSS).” Here, he
announced the end of reflationary policy. Finance Minister Satsuki Katayama also
stated on September 23 and 25 that Prime Minister Sanae Takaichi was not a
proponent of reflation. Nevertheless, the reactions in the JGB and forex markets
have remained generally limited. This seems to illustrate just how deeply
entrenched the perception of the Takaichi administration as pursuing reflationary or
“high-pressure economy” policies has become. If that perception persists, the JGB
yield curve is likely to remain resistant to flattening. In particular, the 2s10s yield
spread is unlikely to narrow (Graph 4). As long as the BoJ remains on a rate-hiking
path and yield curve flattening pressure remains limited, upside risks to the 10-year
JGB yield warrant caution.

Graph 4: 2s10s and 10s30s JGB yield spreads and the 10-year JGB yield
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