
  August 19, 2026 

From Global Fixed Income 

 

This morning, the Treasury Department announced1 that it 

is increasing, “by at least double, the size of liquidity 

support buyback operations for longer-dated nominal 

coupon securities.” This would take the size of each 

buyback operation in the 10- to 20-year and 20- to 30-year 

sectors to at least $4 billion, from $2 billion previously.  

As part of the August quarterly refunding package, 

Treasury announced a buyback schedule with eight 

operations across these two sectors. With two quarterly 

operations already complete, buybacks over the rest of the 

refunding period could total $24 billion or more.  

1. https://home.treasury.gov/news/press-releases/sb0607 
 

In its announcement, Treasury described the motivation of 

larger operations as simply “providing greater liquidity 

support” to the market, in line with how the Treasury has 

historically described the purposes of the current buyback 

program. However, this announcement was unscheduled 

and comes just two weeks after the buyback schedule and 

sizes were released. It therefore suggests to us that 

Secretary Bessent has become sensitive to the recent 

sharp rise in long-term yields, which saw the 30-year yield 

rise to its highest level since 2007. Thus we believe it 

signals a broadening of the objective of buybacks from 

providing liquidity in off-the-run securities to also leaning 

against market moves in order to contain financing costs. 

This more activist approach to debt management can also 

be seen in Treasury’s recent intervention alongside the 

Bank of Japan to strengthen the yen, a move that we 

viewed as motivated by a desire to limit Japanese official 

selling of Treasuries to fund even larger interventions. 

The market reaction to the announcement was swift – by 

our own estimate, 20- and 30-year Treasury yields 

declined as much as eight basis points in the 90 minutes 

after the announcement. Investors may be extrapolating 

that larger buybacks will become a regular feature of 

Treasury debt management even beyond the current 

quarter; on an annualized basis, larger buyback operations 

of longer-dated nominal securities could approximate 15 

percent of long-end supply. The announcement language 

that operation sizes may even surpass $4 billion also 

potentially signals that Treasury will use all tools at its 

disposal to prevent a destabilizing rise in long-term yields.  

As for the mechanics of larger buybacks, we believe that 

Treasury will fund the operations in the short run via 

increased bill issuance, and potentially larger auctions at 

the front end of the coupon curve over time. We also note 

that Treasury sent a soft signal in their August refunding 

 Treasury's surprise announcement of larger 

buybacks of long-term Treasuries augurs in a 

more activist approach to debt management that 

reveals sensitivity to the level of long-term yields 

and sharp market moves.  

 A future shift toward more bills and less coupon 

supply mirrors the Fed's 2011-12 Operation Twist 

in its market effect and could ease financial 

conditions further. The Fed may ultimately need 

to take this into account when considering its own 

policy stance.  

 We are sensitive to any signs of broader Fed-

Treasury coordination, for example upsized Fed 

bill purchases that absorb new Treasury supply. 

This would be in keeping with Warsh's call for a 

new Fed-Treasury Accord, and would reduce the 

odds of a QT restart 

https://home.treasury.gov/news/press-releases/sb0607
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announcement that some securities may see smaller 

auctions going forward. In the context of today’s 

announcement, it is possible that Treasury could tilt 

coupon auctions away from the long end in future 

refundings.  

Today’s announcement, combined with likely increases in 

bill issuance and potential changes to the composition of 

future issuance, will result in less duration supplied to the 

market. As such, Treasury’s actions are theoretically 

similar in their broad market effects to the Fed’s 2011-2012 

Maturity Extension Program (“Operation Twist”). Under that 

program, the Fed funded longer-term Treasury purchases 

via sales of Treasuries with shorter maturities. As with that 

program, shifts in Treasury debt supply implied by today’s 

announcement could ease broad financial conditions. We 

saw a hint of this today not just in the decline in long-term 

yields, but also the depreciation of the dollar against a 

range of currencies and the rise in S&P 500 futures after 

the announcement (of course, dollar depreciation may also 

reflect a risk premium for Treasury moving away from the 

“regular and predictable” approach to debt management).  

Today’s announcement has implications for monetary 

policy, especially if we are correct in seeing parallels to the 

Fed’s Operation Twist. First, against a backdrop of stable 

economic growth and elevated inflation, a central bank 

could over time decide to offset changes to debt 

management policy that ease financial conditions with 

tighter monetary policy. We are not suggesting an 

immediate reaction from the Fed, but we will be closely 

watching how policymakers describe recent changes in 

financial conditions. In particular, we note that at the July 

press conference, Chairman Warsh signaled that tighter 

financial conditions over the intermeeting period pushed 

against the need for tighter policy. Presumably an easing 

in financial conditions would thus be grounds for tighter 

policy if that easing was seen as out of keeping with the 

desired monetary policy stance.  

Fed balance sheet policy may also adjust to any sustained 

effort by the Treasury to shorten the average maturity of 

the debt. Over-supply of bills does not seem to be an issue 

at present given strong demand from money funds, but 

over time Treasury’s efforts could put upward pressure on 

short-term rates. At the same time, some Fed officials have 

already highlighted the benefits of increasing the Fed’s 

own bill holdings in order to reduce the Fed’s exposure to 

interest rate risk and to fund future emergency 

interventions.2 This is a topic that the Chair’s new task 

force on the balance sheet is likely to address. Thus we 

can envision future policy coordination under which 

Treasury increases bill supply, while the Fed reinvests 

maturing proceeds from its Treasury and MBS portfolio into 

bills. Such coordination would be in keeping with Warsh’s 

own calls for a new Fed-Treasury Accord, as we wrote 

about in February.3 And as importantly, it would reduce the 

likelihood that the Fed restarts quantitative tightening – 

sustained bill purchases that absorb some of the increase 

in Treasury supply is harder to achieve if maturing 

proceeds are not recycled into new assets. Thus relative to 

a counterfactual of a resumption of QT, such a new Fed-

Treasury Accord implies an easier stance of balance sheet 

policy.  

While Treasury’s announcement had an immediate market 

impact, its durability is less clear. In our view, these actions 

address a symptom, rather than the underlying cause: 

persistent fiscal deficits and a lack of political will to rein 

them in. Debt management adjustments, support for 

stablecoins as a new source of bill demand, and regulatory 

changes that free up bank balance sheet capacity for 

Treasuries are all changes at the margin, helpful in 

containing near-term financing costs but no substitute for 

addressing long-run debt sustainability.

 

2. Specifically, the Fed could offset future emergency actions such as liquidity facilities or long-term Treasury purchases with run-off of its bill portfolio. 
This would allow for crisis responses without expanding the size of the balance sheet and adding reserves to the system. See, for example, Governor 
Waller’s July 10, 2025 speech, “Demystifying the Federal Reserve’s Balance Sheet.” 
3. “Is Fed Balance Sheet Policy Back in Play?” 

https://www.federalreserve.gov/newsevents/speech/waller20250710a.htm?utm_source=chatgpt.com
https://www.nylim.com/assets/mackay-shields/documents/insights/gfi-is_fed_balance_sheet_policy_back_in_play.pdf
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IMPORTANT DISCLOSURE 

Availability of products and services provided by MacKay Shields may be 

limited by applicable laws and regulations in certain jurisdictions and this 

document is provided only for persons to whom this document and the 

products and services of MacKay Shields may otherwise lawfully be 

issued or made available. None of the products and services provided by 

MacKay Shields are offered to any person in any jurisdiction where such 

offering would be contrary to local law or regulation. This document is 

provided for information purposes only. It does not constitute investment 

advice and should not be construed as an offer to buy securities. The 

contents of this document have not been reviewed by any regulatory 

authority in any jurisdiction. All investments contain risks and may lose 

value and these materials do not undertake to explain all of the risks 

associated with any investment strategy referred to herein. Clients and 

investors should not invest in any strategy referred to herein unless 

satisfied that they and/or their representatives have requested and 

received all information that would enable them to evaluate the merits 

and risks thereof. Any forward-looking statements speak only as of the 

date they are made, and MacKay Shields assumes no duty and does not 

undertake to update forward looking statements.  Any opinions expressed 

are the views and opinions of certain investment professionals at MacKay 

Shields which are subject to change without notice. There may have 

been, and may in the future be, changes to the investment personnel 

responsible for the management of the strategy(ies) described herein, as 

well as changes to the investment process utilized by such investment 

personnel.  Past performance is not indicative of future results.  

At the time of writing, MacKay Shields LLC maintains investments in the 

securities, issuers and/or companies cited herein.  References to such 

securities, issuers and/or companies  for educational and informational 

purposes only, and are intended to convey factual information and 

current market conditions.  Such names are not intended, nor should they 

be construed as, a recommendation to buy and sell any individual 

security. 

Information included herein should not be considered predicative of future 

transactions or commitments made by MacKay Shields LLC nor as an 

indication of current or future profitability. There is no assurance 

investment objectives will be met. 

 

Past performance is not indicative of future results. 

NOTE TO UK AND EUROPEAN UNION AUDIENCE 
This document is intended only for the use of professional investors as 

defined in the Alternative Investment Fund Manager’s Directive and/or 

the UK Financial Conduct Authority’s Conduct of Business Sourcebook. 

To the extent this document has been issued in the United Kingdom, it 

has been issued by NYL Investments UK LLP, 200 Aldersgate Street, 

London UK EC1A 4HD, which is authorised and regulated by the UK 

Financial Conduct Authority.  To the extent this document has been 

issued in the EEA, it has been issued by NYL Investments Europe 

Limited, 77 Sir John Rogerson's Quay, Block C Dublin D02 VK60 Ireland. 

NYL Investments Europe Limited is authorized and regulated by the 

Central Bank of Ireland (i) to act as an alternative investment fund 

manager of alternative investment funds under the Alternative Investment 

Fund Managers Directive (Directive 2011/61/EU) and (ii) to provide the 

services of individual portfolio management, investment advice and the 

receipt and transmission of orders as defined in Regulation 7(4) of the 

AIFMD Regulations to persons who meet the definition of “professional 

client” as set out in the MiFID Regulations.  It has passported its license 

in additional countries in the EEA. 

This document only describes capabilities of certain affiliates of New York 

Life Investments and/or MacKay Shields LLC.  No such affiliates will 

accept subscriptions in any funds not admitted to marketing in your 

country or provide services to potential customers in your country, 

including discretionary asset management services, except where it is 

licensed to do so or can rely on an applicable exemption. 

MacKay Shields LLC is a wholly owned subsidiary of New York Life 

Investment Management Holdings LLC, which is wholly owned by New 

York Life Insurance Company. "New York Life Investments" is both a 

service mark, and the common trade name of certain investment advisers 

affiliated with New York Life Insurance Company. Investments are not 

guaranteed by New York Life Insurance Company or New York Life 

Investments. 

NOTE TO CANADIAN RECIPIENTS 
The information in these materials is not an offer to sell securities or a 

solicitation of an offer to buy securities in any jurisdiction of Canada.  In 

Canada, any offer or sale of securities or the provision of any advisory or 

investment fund manager services will be made only in accordance with 

applicable Canadian securities laws.  More specifically, any offer or sale 

of securities will be made in accordance with applicable exemptions to 

dealer and investment fund manager registration requirements, as well as 

under an exemption from the requirement to file a prospectus, and any 

advice given on securities will be made in reliance on applicable 

exemptions to adviser registration requirements. 

Information included herein should not be considered predicative of 

future transactions or commitments made by MacKay Shields LLC 

nor as an indication of current or future profitability. There is no 

assurance investment objectives will be met. Past performance is 

not indicative of future results. 

NOTE TO JAPANESE RECIPIENTS 
In Japan, this is issued by New York Life Investment Management Asia 

Limited (Financial Instruments Business Operator, Kanto Local Finance 

Bureau (FIBO) No. 2964, Member of the Investment Management 

Association of Japan and the Type 2 Financial Instruments Firms 

Association) for institutional investors only. As costs and/or fees to be 

borne by investors vary depending on circumstances such as products, 

services, investment period and market conditions, the total amount nor 

the calculation methods cannot be disclosed in advance. All investments 

involve risks, including market fluctuation and investors may lose the 

principal amount invested. Investors should obtain and read the 

prospectus and/or information set forth in Article 37-3 of the Financial 

Instruments and Exchange Act carefully before making investment 

decisions. MacKay Shields LLC is a wholly owned subsidiary of New 

York Life Investment Management Holdings LLC, which is wholly owned 

by New York Life Insurance Company. "New York Life Investments" is 

both a service mark, and the common trade name of certain investment 

advisers affiliated with New York Life Insurance Company. Investments 

are not guaranteed by New York Life Insurance Company or New York 

Life Investments. 

SOURCE INFORMATION 
“Bloomberg®”, “Bloomberg Indices®”, Bloomberg Fixed Income Indices, 

Bloomberg Equity Indices and all other Bloomberg indices referenced 

herein are service marks of Bloomberg Finance L.P. and its affiliates, 

including Bloomberg Index Services Limited (“BISL”), the administrator of 

the indices (collectively, “Bloomberg”) and have been licensed for use for 

certain purposes by MacKay Shields LLC (“MacKay Shields”). Bloomberg 

is not affiliated with MacKay Shields, and Bloomberg does not approve, 

endorse, review, or recommend MacKay Shields or any products, funds 

or services described herein. Bloomberg does not guarantee the 

timeliness, accurateness, or completeness of any data or information 

relating to MacKay Shields or any products, funds or services described 

herein. 



 

For more information 
nylim.com 
mackayshields.com 

MacKay Shields LLC is a wholly owned subsidiary of New York Life Investment Management Holdings LLC, which is 
wholly owned by New York Life Insurance Company“New York Life Investment Management” is the brand name and 
service mark used to represent a group of affiliated investment advisors of New York Life Insurance Company, 
including New York Life Investment Management LLC, a registered investment advisor. 

 


