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A sharp pullback in treasury yields as the government buys back long-dated treasuries may support the illusion of a government finally beginning to
prioritise fiscal responsibility — BUT (as there is always a “but”) replacing these with cheaper shorter-dated issuance isn’t exactly the antidote to
elevated debt. While far from a default concern (reserve currency status helps), funding current growth through debt has a payback in terms of future

growth, as the Japan experience amply demonstrates.

INVESTMENT IMPLICATION — The argument supporting alternative currencies (think Gold) as developed world debt
continues to spiral remains the longer-term bedrock — shorter-term, lower treasury yields are the catalyst. GOLD, rather
than longer-duration corporate bonds (spreads are too tight) is the preferred play!

« Congressional Budget Office (CBO) forecasts Debt/GDP to rise from current c123% by c10% points for each of the next 5 years (aggregate
20% points increase in 10 years)

« Interest Costs, (currently 3.3% of GDP) will rise to 4% in 5 years and 4.6% in 10 years, keeping aggregate budget deficits elevated in the 6%
area. If this isn’t a debt trap, what is...

Is there a tipping point? Yes — when marginal borrowing can’t earn its cost — that is when growth tips over — watch the spread between borrowing
costs (treasury yields) and nominal GDP growth rate.

TREASURY BUYING BACK LONG-DATED TREASURY BONDS

US Treasury to boost long-term bond
purchases in bid to steady market

Move reflects Washington’s concerns about sharp rise in borrowing costs, investors say

“Given the amount of issuance required to fund the deficit, this implies greater

issuance at the short end of the curve,” Murray said.
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US PUBLIC DEBT — $40TRN AND COUNTING...
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Federal Debt Held by the Public, 1900 to 2056

Percentage of GDP
200

: Projected

175

150

125

100

75

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

Total Deficits, Net Outlays for Interest, and Primary Deficits
Percentage of GDP

5 - : Projected

10

-5 1 1 1 1 1
1980 1990 2000

2010 2020 2030

== Total deficit or surplus (-)
Il Primary deficit or surplus (-)

[ Net interest outlays

PAGE 3 LIGHTHOUSE-CANTON.COM



LIGHTHOUSE
CANTON

DEBT DOESN'T DIET ON DEBT - AUGUST 2026

IMPORTANT INFORMATION

Disclaimer

CONFIDENTIALITY

The contents of this document are confidential and are meant for the intended
recipient only. If you are not the intended recipient, please delete all copies of
this document and notify the sender immediately.

GENERAL COMMENTARY

This document, provided as a general commentary, is for informational purposes
only and is not to be construed as an offer to sell or solicit an offer to buy any
financial instruments in any jurisdiction. This does not constitute any form of
regulated financial advice, and your independent financial advisor should be
consulted prior to taking any investment decision(s). This document is based on
information from sources which are reliable but has not been independently
verified by Lighthouse Canton Pte. Ltd. and its affiliates (“LC"). LC has taken
reasonable steps to verify the contents of this document and accepts no liability

for any loss arising from the use of any information contained herein. Please also
note that past performances are not indicative of future performance.
Information contained herein are those of the author(s) and does not represent
the views held by other parties. LC is also under no obligation to update you on
any changes made to this document.

REGULATION

This document is prepared by Lighthouse Canton Pte. Ltd. and its affiliate,
Lighthouse Canton Capital (DIFC) Pte. Ltd., which are regulated by Monetary
Authority of Singapore (“MAS”) and Dubai Financial Services Authority (“DFSA”)
respectively. MAS and DFSA have no responsibility for reviewing, verifying and
approving the contents of this document and/or other associated documents.
The contents of this document may not be reproduced or referenced, either in
part or in full, without prior written permission from LC.
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