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Mind on the Market

Chart of the Week
Estimated Ownership of US Treasury Securities (2021-2025)

Total Debt*  Foreign Holdings Foreign Holdings as a Share of Total

End of Month

($T) ($T) Debt
Dec 2025 $30.1 $9.2 31%
Dec 2024 $28.1 $8.6 31%
Dec 2023 $26.2 $7.9 30%
Dec 2022 $23.8 $7.2 30%
Dec 2021 $22.6 $7.7 34%

Source: Board of Governors of the Federal Reserve System. *Total debt figure represents total U.S. publicly held debt. Data as
of 3/19/2026.

De-dollarization is based on the idea that countries are reducing their US Treasury holdings and moving
more of their reserves into other currencies or assets. While this theme is important to watch, the more
relevant question for investors is not whether the dollar is about to lose its dominant role. That remains
unlikely given the size, liquidity, and depth of US financial markets. Instead, the focus should be on how
gradual reserve diversification may change the composition of Treasury demand. As the Chart of the Week
shows, foreign holdings have grown in dollar terms but have not kept pace with the overall Treasury market,
increasing the importance of other buyers. This could have implications for yields, volatility, and fixed-
income markets more broadly.
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Weekly Highlights

Foreign ownership of US  Private share of foreign
Treasury debt treasury holdings

$9.2T 58.1%

Source: Board of Governors of the Source: US Department of the
Federal Reserve System. Data as Treasury, Treasury International
of 3/19/2026. Capital Data and Major Foreign

Holders of Treasury Securities. Data

as of December 2025.

Projected US federal
deficit (FY2026)

$1.9T

Source: Congressional Budget Office,
The Budget and Economic Outlook:
2026 to 2036. Data as of February
2026.

De-dollarization gets the headlines. Treasury demand tells the story.

Foreign central banks historically have been steady buyers of US Treasuries because the market offers
a combination of scale and liquidity that few alternatives can match. That helps explain why the US dollar
still represented 56.9% of global foreign exchange reserves in the third quarter of 2025, far ahead of any
other currency." A lower reserve share, however, does not automatically mean central banks are selling
Treasuries. The more important development is that foreign official demand is no longer growing at the
same pace as Treasury supply. As a result, other buyers need to step in to balance the market.

Treasury demand remains healthy, but the mix of buyers is changing. Foreign investors held about $9.2
trillion of federal debt at the end of 2025, equal to 31% of publicly held debt (see the Chart of the Week).
Within those foreign holdings, private investors accounted for 58.1%, compared with 41.9% held by
official institutions.? A broader Treasury survey shows the same shift: the official share of foreign
Treasury holdings fell from 59% in 2020 to 43% in 2025.3 Figure 2 shows that holdings for some major
foreign investors, most notably China and Japan, have declined from earlier peaks. These changes do

' International Monetary Fund, IMF Data Brief: Currency Composition of Official Foreign Exchange

Reserves—Third Quarter of 2025. Data as of 12/18/25.

2 US Department of the Treasury, Treasury International Capital Data and Major Foreign Holders of

Treasury Securities. Data as of December 2025.

3 US Department of the Treasury, Report on Foreign Portfolio Holdings of U.S. Securities at End-June

2025. Data as of 4/30/26.


https://data.imf.org/en/news/imf%20data%20brief%20december%2019
https://data.imf.org/en/news/imf%20data%20brief%20december%2019
https://home.treasury.gov/data/treasury-international-capital-tic-system
https://home.treasury.gov/data/treasury-international-capital-tic-system
https://home.treasury.gov/news/press-releases/sb0482
https://home.treasury.gov/news/press-releases/sb0482
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not suggest that foreign demand has disappeared. Rather, both domestic and foreign private investors
are becoming more important as the Treasury market grows.

Figure 2: Top Foreign Holders of US Treasury (2020 vs 2025)

Foreign demand is shifting
1400 -

1200

1000

800 A

600 -

USD Billions

400 ~

200 -

0 .
Japan China

m2020 =2025

Source: Macrobond, Bloomberg. Data as of 12/31/2025.

The growing role of private investors matters because they tend to evaluate Treasuries through a
different lens than central banks. Whereas reserve managers often hold Treasuries to preserve liquidity
and maintain reserve assets, private investors are typically focused on relative value and expected
returns. As a result, Treasuries increasingly compete with other investment opportunities for capital.
Demand is therefore unlikely to disappear, but investors may require higher yields to absorb additional

supply.

A more price-sensitive buyer base may contribute to greater Treasury market volatility and place upward
pressure on the term premium, particularly when supply is rising or uncertainty around inflation and fiscal
policy is elevated. As shown in Figure 3, the 10-year Treasury term premium, an estimate of the
additional compensation investors require for holding a longer-term bond, has moved higher from the
deeply negative levels. Changes in the estimated term premium have also become more volatile, a trend
that could persist as a growing share of Treasury demand comes from investors who actively adjust their
portfolios in response to changes in economic and market conditions.
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Figure 3: Term Premium on a 10Y Zero Coupon Bond

Term premium is rising
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Source: FRED. Data as of 9/11/2026.

This greater sensitivity to price becomes especially important when Treasury issuance is elevated.
Recent movements in yield reflect more than expectations for inflation and Federal Reserve policy.
Investors are also assessing the scale, timing, and maturity of debt issuance amid a challenging fiscal
outlook. The Congressional Budget Office projects a $1.9 trillion federal deficit in fiscal year 2026, equal
to 5.8% of GDP, while debt owed to investors outside the federal government, including the Federal
Reserve, is projected to rise from 101% of GDP in 2026 to 120% in 2036. In the near term, the US
Treasury expects to borrow $739 billion in the third quarter of 2026 and $628 billion in the fourth quarter.®

Even with these pressures, demand for US Treasury debt is not at risk of disappearing. The market
remains the world's deepest and most liquid government bond market, and Treasuries continue to play a
central role in the global financial system. Their importance as collateral, combined with their safe-haven
status during periods of uncertainty, helps support demand from a broad range of investors.

For fixed-income investors, the impact extends beyond the Treasury market. Treasury yields provide the
base rate for corporate debt, municipal bonds, mortgages, and other forms of credit. Higher or more

2026.

5 US Department of the Treasury, Treasury Announces Marketable Borrowing Estimates. Data as of
8/3/26.

4 Congressional Budget Office, The Budget and Economic Outlook: 2026 to 2036. Data as of February



https://www.cbo.gov/publication/62105
https://home.treasury.gov/news/press-releases/sb0584
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volatile yields can increase short-term price swings, particularly for longer-duration securities, and raise
refinancing costs for borrowers. In mortgage markets, greater rate volatility can also change prepayment
behavior and interest-rate sensitivity. Higher starting yields can improve income and longer-term return
potential. This creates a clearer trade-off between higher income and greater mark-to-market volatility
and places importance on duration management, liquidity, security selection, and disciplined portfolio
construction.

The key risk is not the sudden end of dollar dominance, nor is it that Treasury buyers disappear. The
more likely shift is to a Treasury market that relies increasingly on price-sensitive investors to absorb a
growing supply of debt. In practical terms, the market may need to offer more yield to attract that
demand. This could contribute to a higher term premium, greater volatility, and a stronger focus on fiscal
conditions and auction dynamics. For institutional investors, the central issue is therefore not simply who
owns Treasuries today, but how the changing buyer base may affect the price of duration across fixed-
income markets.

Source: Board of Governors of the Federal Reserve System, US Department of the Treasury, Treasury International Capital Data
and Major Foreign Holders of Treasury Securities, Report on Foreign Portfolio Holdings of US Securities at End-June 2025, and
Treasury Announces Marketable Borrowing Estimates, International Monetary Fund (IMF), Currency Composition of Official
Foreign Exchange Reserves (COFER), Congressional Budget Office (CBO), The Budget and Economic Outlook: 2026 to 2036,
Federal Reserve Bank of St. Louis (FRED), Bloomberg, Macrobond. Data as cited; September 2026 unless otherwise stated.

About State Street Investment Management

At State Street Investment Management, we have been helping create better outcomes for institutions, financial intermediaries, and
investors for nearly half a century. Starting with our early innovations in indexing and ETFs, our rigorous approach continues to be
driven by market-tested expertise and a relentless commitment to those we serve. With over $6 trillion in assets managed*, clients
in 60 countries, and a global network of strategic partners, we use our scale to deliver a comprehensive and cost-effective suite of
investment solutions that help investors get wherever they want to go.

* This figure is presented as of June 30, 2026 and includes ETF AUM of $2,203.98 billion USD of which approximately $156.81
billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA
FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all AUM is
unaudited.

Important Risk Information

ssga.com
Marketing Communication

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to
statestreet.com/investment-management for more information.

Important Risk Information
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The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties
without SSGA’s express written consent.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability
for damages of any kind relating to the use of such data.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other
professional advisor.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a
‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this marketing communication
(a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research
(b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

The performance data quoted represents past performance. Past performance does not guarantee future results. Investing
involves risk, including the risk of loss of principal.

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable.

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a
fund. Index performance is not meant to represent that of any particular fund.

The views expressed in this material are the views of Selam Mola through the period ended October 1, 2026 and are subject to
change based on market and other conditions.

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses
made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a
number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Please note that any such statements are
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the
forward-looking statements.

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy
is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for,
decisions based on such information and it should not be relied on as such.

Equity securities may fluctuate in value in response to the activities of individual companies and general market and economic
conditions.

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of
the security may not rise as much as companies with smaller market capitalizations.

Investments in small-sized companies may involve greater risks than in those of larger, better known companies.

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such
factors include overall market movements, real or perceived inflationary trends, commodity index volatility, international, economic
and political changes, change in interest and currency exchange rates.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond
values and yields usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually
pronounced for longer-term securities.

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.
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Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and
natural resources. Investments can be significantly affected by events relating to these industries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations.
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less
stability than those of more developed countries.

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate
bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns. U.S.
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.
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