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"Market" interest rates are moving quickly.
How will chis impact certain investments and assets?

Jim Cone | Director, Panorama Financial Group

Last Friday's stronger-than-expected August employment report, and today's PPI, have now
increased the likelihood of an interest rate hike by the Federal Reserve and caused stock prices to
decline while bond yields rose. Specifically, nonfarm payrolls added 162,000 jobs, tripling the
consensus forecast of 55,000. Today, we saw Headline PPl (Monthly): Up 0.4% (matching the 0.4%
forecast and rebounding from July's revised 0.1% increase) and PPI (Year-over-Year): Up 5.4% (higher
than the 5.3% estimate).

Market and Economic Impact

Federal Reserve Policy: Short-term interest rate futures imply a 87% chance of a 25-basis-point rate
hike at the upcoming September 15-16 policy meeting. The benchmark 10-year note has now risen to
the highest levels in more than a year, quickly approaching the 5% level. The 30-year Treasury yields
(see below) are trading at the highest since the Global Financial Crisis.

Financial Markets: The S&P 500 and interest rate sensitive Nasdaq 100 have pulled back as investors
adjusted to a more hawkish Fed outlook. With Crude Oil Oct 26 (CL=F) +10.0% in the last 5 trading
days, and lending/borrowing rates spiking this week, lenders are saying, "show me the money", as
bond carnage spreads.

Impact on Investment Portfolios

Rising market interest rates immediately increase borrowing costs and pressure both broader
investment portfolios and real estate developers.

Bond Valuations Stock Market Pressure

When market rates rise, existing bonds with lower Higher borrowing costs reduce corporate
payouts drop in value. Investors suffer paper losses profit margins and lower the present value of
on fixed-income holdings unless they hold them to future earnings, which can depress stock
maturity. prices, particularly in growth and tech sectors.
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Impact on Real Estate Developers/ Sponsors

who do not have locked-in fixed-rate financing.

Immediate Cash Flow Squeeze

Developers relying on floating-rate debt
(such as SOFR-pegged construction loans)
face immediate spikes in monthly interest
payments.

Refinancing and Maturity Risks

Developers unable to secure fixed-rate terms
or purchase mandatory interest rate caps
face extreme difficulty refinancing maturing
short-term debt. Lenders demand higher
debt-service coverage, increasing the risk of
default, loan delinquency, or forced property
sales.

US Long Bond Yield Hits Fresh Cycle Highs
Cost of borrowing has surged in recent years

# Yield on 30-year US Treasuries
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Project Margin Compression

As construction loan expenses surge, profit
margins shrink. Many projects become
financially unviable, forcing developers to
halt construction, downsize project scopes, or
inject unexpected emergency equity.

Valuation Drops

Prevailing capitalization (cap) rates rise
alongside market interest rates, directly
reducing commercial and residential
property values across the board.

Want to
know more?

This could be the 10-year Treasury's
tipping point into the danger zone.

The 10-year Treasury yield just
crossed a key threshold that should
make people ‘sit up and take notice'.

2024 2026

Bloomberg

This piece and the content are for informational educational purposes only. The content, including any references, opinions, and

hyperlinks, should not be used to make any investment decision. It is not a recommmendation for any sponsor, product, or security. All

investments involve risk. Evaluate all investments in consultation with your own professional advisors.

Securities offered through Quincy Wells Capital, LLC, member FINRA/SIPC. Advisory services are offered through Quincy Wells
Advisors, LLC, an SEC registered investment advisor. Registration as an investment adviser does not imply a certain level of skill or

training.

For informational purposes only.

panoramafinancialgroup.com 2


https://www.panoramafinancialgroup.com/
https://www.panoramafinancialgroup.com/
https://www.marketwatch.com/story/this-could-be-the-10-year-treasurys-tipping-point-into-the-danger-zone-891cd45d?mod=home_lead
https://www.marketwatch.com/story/this-could-be-the-10-year-treasurys-tipping-point-into-the-danger-zone-891cd45d?mod=home_lead
https://on.mktw.net/4ybBy27
https://on.mktw.net/4ybBy27

