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Treasury Doubled Its
Bond-Market Support.
The Debt Stayed.

Older government bonds are getting harder to move as household demand and
construction soften. Larger buybacks can reduce that friction. They cannot
supply durable central-bank money or cheap credit.
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The bond market got
maintenance while borrowers
kept the pressure.

Treasury will at least double the maximum size of operations that buy older ten-to-
thirty-year government bonds. The change matters because those bonds become
harder to trade as newer issues replace them. It does not turn Treasury into the
Federal Reserve.




Treasury increased the repair budget. Starting September 9, each long-end liquidity-support buyback
can purchase at least $4 billion, up from $2 billion.

The plumbing problem is real. In New York Fed data, the newest two-year note traded $56.3 billion a
day on average. The second-newest traded $5.5 billion.

The funding boundary stayed intact. Settlement can briefly move cash from Treasury's account into
bank reserves. Debt issuance replenishes that account; Treasury cannot make a lasting reserve
addition on its own.

The economy still pays the long rate. July retail sales fell 0.6 %, housing starts fell 12.4%, and the
thirty-year Treasury yield remained 5.28%. Better trading does not make a mortgage cheap.

— 01 - TREASURY CHANGED THE TOOL

Long-end buybacks will be at least twice as large.

Treasury announced on August 19 that it will increase liquidity-support buybacks in the
ten-to-twenty-year and twenty-to-thirty-year sectors. The maximum for each operation
rises from $2 billion to at least $4 billion from September 9 through November 4.
Treasury wants old bonds to be easier to sell. It issues new benchmark bonds on a regular schedule. Yesterday's

benchmark remains outstanding, but trading migrates to the new one. Dealers become the bridge between investors who
want to sell an old issue and investors willing to buy it.

Treasury said the larger operations follow “consistent strong sponsorship” and high-quality offers in recent buybacks. The
description points to a tool that attracted sellers rather than an emergency in which dealers stopped functioning.

Treasury's operation data give the new maximum practical weight. All seven long-end operations from June 3 through July
28 used their full $2 billion caps. Sellers offered $145.5 billion of bonds for $14 billion of accepted purchases. Large offers
show that the outlet had users; they do not reveal whether those sellers were constrained.

THE VISIBLE CHANGE

The $4 billion figure is a maximum for selected bonds and competitive offers. Yields,
auction demand, and the market's total debt absorption remain market-priced.

— 02 - WHY OLD BONDS NEED HELP

The market is deepest where the debt is newest.

New York Fed researchers found that less than 4% of Treasuries outstanding—the newest
issues—account for 65% of average daily trading. Older bonds make up almost all the
stock of debt but trade less often and at wider spreads.



https://home.treasury.gov/news/press-releases/sb0607
https://fiscaldata.treasury.gov/datasets/treasury-securities-buybacks/
https://libertystreeteconomics.newyorkfed.org/2026/06/liquidity-fades-as-treasuries-age/

A Treasury loses most of its trading once a newer bond
replaces it

How quickly does average daily trading volume fall as a two-year Treasury moves off the run?

== Average daily trading volume

Newest two-year note
on the run

Second-newest issue I 5.5

first off the run

Third-newest issue B s1.6
second off the run

The first older issue trades about 90% less than the newest benchmark; the next older
issue trades 71% less again.

Thin trading makes older bonds harder for dealers to move, which is the market-friction Treasury's
liquidity-support buybacks are designed to reduce.

The TRACE averages cover July 2017 through June 2024 and the two- Federal Reserve Bank of New York analysis of FINRA Alpha
year sector; they explain the mechanism but do not measure current TRACE data

stress or the long-end operations announced in August 2026. Cutoff August 19, 2026, 13:05 UTC alpharank. trade

Fig. 01- A bond loses liquidity when a newer benchmark replaces it. TRACE averages for July 2017 through June 2024 explain the mechanism;
they are not a measure of current long-end stress.

The first older two-year issue in the study traded about 90% less than the newest note. The next older issue traded 71%
less again. The same pattern appeared in longer maturities. Because buyers and sellers are less likely to arrive together, a
dealer often has to hold the old bond until another customer appears.

A buyback gives that dealer another exit. Treasury takes an old bond out of circulation. The dealer gets cash and room on
its balance sheet to intermediate another trade. That can narrow the penalty for owning yesterday's benchmark and make
the world's base collateral easier to move.

— 03 - THE QE BOUNDARY

Treasury changes the bond. The Fed changes the
money.

A Treasury buyback and a Federal Reserve asset purchase both involve government
bonds. The funding path makes them economically different.




Treasury replaces old debt. The Fed can create reserve
money.

‘Why does a Treasury buyback have a different economic effect from a Federal Reserve bond purchase?

Follow the transaction

Where the cash comes

e Treasury account, replenished by taxes and bond sales New reserve balances created by the central bank

What
bond

to the

old bond is retired Bond becomes a Federal Reserve asset

What remains afterward  Newer public debt still needs investors Fed assets and bank reserves are both larger

What the tool can

o Trading in selected older bonds Financial conditions and market functioning
improve

Treasury changes which government bonds investors hold; the Fed can expand its
balance sheet and add lasting bank reserves.
The distinction separates a market-liquidity repair from monetary easing.

Settlement timing and the buyer of new Treasury debt can change the U.S. Treasury buyback design and funding statement - Alpha
immediate reserve path; the table does not imply a fixed one-for-one Federal Reserve H.4.1 balance-sheet accounts

r Ipharank. trad
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Fig. 02 - Treasury changes the debt mix; the Fed can change the amount of reserve money. The immediate reserve path can vary with
settlement timing and who buys new Treasury debt.

Treasury sells or plans new, liquid securities and uses cash financed through its ordinary budget process to retire selected
old, illiquid ones. The mix improves. The debt stays. The Fed's balance-sheet tables show Treasury's account and bank
reserves as separate liabilities: settlement can move balances between them, but Treasury cannot expand the Fed's assets
or supply permanent reserves by itself.

THE OPERATING BOUNDARY

The tool can relieve dealer balance-sheet pressure and the cost of trading older bonds.
Treasury has not shown that dealers are currently constrained. Mortgage rates, deficits,

and demand at the next auction remain separate constraints.

— 04 - THE REAL ECONOMY DID NOT GET RELIEF

Spending and building weakened while long yields
stayed high.

The latest data describe an economy losing momentum without receiving broad credit
relief. July retail sales fell 0.6% from June, the first decline in nine months. The series is
not adjusted for inflation, so it measures dollars spent rather than the quantity of goods
bought.



https://www.federalreserve.gov/releases/h41/20260730/
https://www.census.gov/retail/sales.html

HOUSEHOLDS

The tax-refund boost
faded.

Retail sales still stood 5.0%
above a year earlier, and the
May-through-July period was
6.3% higher. One down
month warns about
momentum but cannot

HOUSING

New construction
dropped sharply.

Housing starts fell 12.4% in
July and 13.5% from a year
earlier. Permits rose 5.0%,
leaving a possible pipeline if
financing and demand
improve.

FACTORY PRICES

Upstream inflation
stopped rising for a
month.

Producer prices were
unchanged in July: services
rose 0.2% and goods fell
0.7%. The index remained
4.7% above a year earlier.

establish a collapse in
consumption.

The split was channel-specific. Industrial production grew 0.2% in July, and the ISM manufacturing survey rose to 55.6.
Production remained resilient while household purchases and residential construction lost momentum.

Consumers and builders slowed while factory output kept
growing

Was July weakness broad across the U.S. economy, or concentrated in household demand and housing?

Demand weakened
July change from June

Factory output grew
July change

== Monthly change == |ndustrial production

0.2%

Retail sales Housing starts From June From a year earlier

Retail spending and | building fell, but ed indi ial output still increased.

The split argues against calling one weak month an economy-wide contraction while long borrowing
costs remain restrictive.

The panels use separate scales and comparison periods. Monthly

U.S. Census Bureau retail sales and housing construction - Alpha
housing is volatile, and retail sales are not adjusted for inflation.

Federal Reserve industrial production

1ph k.trad
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Fig. 03 - July weakness was concentrated in spending and housing. The panels use separate scales so the smaller factory gains remain
visible; retail sales are not adjusted for inflation and monthly housing is volatile.

The rates that reach borrowers remained restrictive. On August 18, the two-year Treasury yield was 4.19%, the ten-year
4.71%, and the thirty-year 5.28%, according to Treasury's official curve. Since August 12, the two-year slipped one basis
point while the ten-year rose three and the thirty-year rose four. Markets priced a little less short-rate pressure without
granting long borrowers relief.

— 05 THE SUPPLY PROBLEM REMAINS

Better plumbing still has to carry more debt.

Treasury's August refunding plan kept coupon-auction sizes steady for several quarters,
but it also projected a $950 billion cash balance at the end of September and a possible
peak near $1.05 trillion in late October.



https://www.census.gov/construction/nrc/current/index.html
https://www.bls.gov/news.release/ppi.nr0.htm
https://www.bls.gov/news.release/ppi.nr0.htm
https://www.federalreserve.gov/releases/g17/20260818/
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/pmi/july/
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2026
https://home.treasury.gov/news/press-releases/sb0590

That cash rebuild requires borrowing before the government spends the money back into the economy. Treasury also
planned up to $38 billion of off-the-run liquidity-support buybacks this quarter and up to $25 billion of short-maturity cash-
management buybacks. The operations can improve which securities the market holds. They do not remove the need to
finance deficits and a large cash account.

This is why the long end can resist good inflation news. A buyer of a thirty-year bond must price decades of inflation risk,
future deficits, and the possibility that still more bonds arrive. Easier trading lowers one friction. It does not settle the price
that clears the whole supply.

— 06 - THE IWORLD ADDED CROSSCURRENTS

China weakened while the Fed's internal split
moved into view.

China's official manufacturing index fell to 49.2 in July from 50.3 in June. A reading below
50 means surveyed factories reported contraction rather than expansion. New orders fell
to 48.5, the weakest reading since 2023.

Weak Chinese demand can lower commodity pressure, but it also removes a source of world growth. For U.S. companies,
that mix can mean cheaper inputs and softer foreign sales at the same time.

The Federal Reserve held its policy rate at 3.50% to 3.75% in July, but three of twelve voters wanted an increase. Minutes
from that meeting arrive after this report's cutoff. They will show whether the dissent was mainly about energy-driven
inflation, underlying demand, or the risk that waiting allows price pressure to spread.

CUTOFF DISCIPLINE

The minutes were not available at 13:05 UTC. They are a next test, not evidence retrofitted
into this edition.

— 07 - WHAT THE RESEARCH NETIWORK SEES

The disagreement is about signal, not mechanics.

AlphaRank's private research review found a sharp split. One side treated larger buybacks
as evidence that fiscal authorities will keep intervening, with possible consequences for
inflation and the dollar. The other insisted that calling the program “stealth QE” confuses a
debt-management swap with money creation.



https://www.stats.gov.cn/english/PressRelease/202608/t20260803_1964272.html
https://www.federalreserve.gov/monetarypolicy.htm
https://www.federalreserve.gov/monetarypolicy.htm

SUPPORTIVE READING

A larger outlet can prevent old bonds
from clogging dealer books.

The New York Fed's transaction data show why
the tool exists. Treasury also reported strong
participation and high-quality offers, which
argues that the market is using the facility as

ALARMED READING
The need for support is itself a warning.

A market with more than $30 trillion outstanding
is asking dealers to absorb repeated issuance.
Even routine maintenance can reveal that
intermediation capacity has become a policy
constraint.

designed.

ALPHARANK'S READ

Treasury-market capacity how matters enough to expand the maintenance tool. The signal
turns bearish if larger buybacks fail to improve trading or new auctions require
meaningfully higher yields.

— 08 - THE STRONGEST COUNTER-CASE

This may be successful maintenance, not a stress
response.

Treasury began designing regular buybacks before this week's weak retail and housing
releases. In July 2025, the Treasury Borrowing Advisory Committee said the program had
capacity to double and identified these same two long-end sectors as candidates for
larger operations. The longer planning record supports routine expansion more strongly
than emergency rescue.

There is also a scale check. A $4 billion maximum operation is small beside a market with more than $30 trillion
outstanding. The program selects specific older bonds rather than promising to absorb the long end at any price. Five days
before the announcement, the thirty-year auction drew $2.39 of bids per dollar sold, and dealers received 11.5% of
competitive awards. The result supplies an orderly pre-announcement auction baseline.



https://home.treasury.gov/news/press-releases/sb0213
https://home.treasury.gov/news/press-releases/sb0213
https://www.treasurydirect.gov/instit/annceresult/press/preanre/2026/R_20260813_3.pdf

The next operations will separate maintenance from strain

Which observable evidence would show that larger Treasury buybacks are routine maintenance rather than a warning about market
capacity?

Buyback operations

Seller participation $145.5B offered; $14B accepted Do competitive offers remain deep?
Use of old limit All 7 operations used the $2B cap Does Treasury need the full $4B capacity?

Funding and trading
Thirty-year auction $2.39 bid per $1 sold; dealers took 11.5% ‘Watch bids, dealer share, and auction yield

Older-bond trading cost  Trading fades and spreads widen as bonds age Do spreads improve after larger buybacks?

Deep offers and orderly auctions support the mai 1ance case; stubborn trading costs
or worse auction terms after larger buybacks would point to strain.

Investors can judge the program through prices, participation, and auction outcomes instead of
arguing over the label.

Treasury does not identify sellers, and the public operation totals do not U.S. Treasury buyback operation data through July 28, Alpha
reveal current dealer inventories or CUSIP-level bid-ask spreads. 2026 - TreasuryDirect August 13, 2026 thirty-year auction
result - Federal Reserve Bank of New York Treasury-
liquidity research
Cutoff August 19, 2026, 13:05 UTC

alpharank.trade

Fig. 04 - Prices and participation will settle the maintenance-versus-strain debate. Treasury does not identify sellers, and public totals do not
reveal dealer inventories or current bond-level spreads.




— 009 - FOUR TESTS SETTLE IT

Watch the operation, the auction, the consumer,
and the Fed.

BUYBACKS - SEP. 9 Does Treasury need the full new capacity?
Compare the amount offered, accepted, and paid with the higher maximum. A cap is
not the same as a purchase commitment.

AucTIONS Can new long debt clear without a larger concession?

Watch bid-to-cover ratios, dealer awards, and the gap between the auction yield and
the market yield just before bidding closes.

HOUSEHOLDS Does weak retail spending spread into income?

The next PCE report combines household income, spending, and the Fed's preferred
inflation measure. Growth needs income to hold while prices cool.

Why did three officials want tighter policy?

Minutes released after this cutoff will reveal whether inflation concern can survive
softer demand and construction.

The government doubled a tool for moving old bonds through a market that is carrying more debt. If trading improves and
auctions remain orderly, the repair worked. If long yields keep rising while household demand weakens, better plumbing
will only make a restrictive system run more smoothly.




Sources and methodology

°°° Primary releases, central-bank records, market data, and AlphaRank

analysis that protects internal source identities

Every material public claim is supported by public evidence. AlphaRank's internal research process
was used to find leads, contradictions, and omissions, never as a substitute for the sources below.

Treasury long-end buyback increase Treasury August refunding statement
TBAC review of buyback capacity Treasury buyback design and funding
Treasury buyback operation data Treasury August 13 auction result

New York Fed Treasury-liquidity study Off-the-run Treasury market staff report
Treasury nominal yield curve Census July retail sales

AP retail-sales context Census July housing construction

BLS July producer prices Federal Reserve July industrial production
ISM July manufacturing survey BLS July consumer prices

BLS July employment report Federal Reserve July decision

Federal Reserve minutes calendar Federal Reserve balance-sheet accounts
China July manufacturing survey

Window. Primary window August 12-19, 2026; older evidence appears only Evidence cutoff. August 19, 2026 at 13:05 UTC. The Federal Reserve minutes
when it explains the buyback mechanism. scheduled later that day were not available.

Source records. Exact private source records stay in the internal evidence Evidence labels. Direct observations, public-body assessments, and
ledger. Public output uses publishable sources or source-blind AlphaRank AlphaRank interpretations remain separate in the research packet.
analysis.



https://home.treasury.gov/news/press-releases/sb0607
https://home.treasury.gov/news/press-releases/sb0590
https://home.treasury.gov/news/press-releases/sb0213
https://home.treasury.gov/news/press-releases/jy1757
https://fiscaldata.treasury.gov/datasets/treasury-securities-buybacks/
https://www.treasurydirect.gov/instit/annceresult/press/preanre/2026/R_20260813_3.pdf
https://libertystreeteconomics.newyorkfed.org/2026/06/liquidity-fades-as-treasuries-age/
https://www.newyorkfed.org/research/staff_reports/sr1170
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2026
https://www.census.gov/retail/sales.html
https://apnews.com/article/3e2bc5807d7396b8e6c5f599941cb2a9
https://www.census.gov/construction/nrc/current/index.html
https://www.bls.gov/news.release/ppi.nr0.htm
https://www.federalreserve.gov/releases/g17/20260818/
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/pmi/july/
https://www.bls.gov/news.release/cpi.nr0.htm
https://www.bls.gov/news.release/empsit.nr0.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20260729a.htm
https://www.federalreserve.gov/monetarypolicy.htm
https://www.federalreserve.gov/releases/h41/20260730/
https://www.stats.gov.cn/english/PressRelease/202608/t20260803_1964272.html

