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A Third Of US Debt Matures In 2026

We received the following question from a client: ?I was at a conference where they showed that
roughly a third of the currently existing US Government debt is set to mature in the next few years.
How can we pay it back?? A third of the approximately $30 trillion in US Treasury debt equates to
$10 trillion in Treasury bonds maturing next year. Thus, whether measured as a percentage (a third
of all debt) or by the notional amount ($10 trillion), the Treasury?s refunding task seems daunting.
However, repaying a third of its debt load is not as challenging as some fearmongers lead the
public to believe.

Currently, investors and the Federal Reserve own 100% of the $10 trillion of Treasury debt that will
mature next year. Chiefly among these investors are money market funds, fixed-income investors,
foreign countries, insurance companies, individuals, and corporations. These investors are either
legally required to hold short-term Treasury notes, have an operational need for them, or prefer
them. Thus, when their debt matures next year, almost all of those investors will need to reinvest
the proceeds. Accordingly, the $10 trillion in Treasury notes maturing will be met with about $10
trillion worth of demand.

Make no mistake, the soaring Treasury debt levels are a problem. But what should matter to
investors is how much new Treasury debt will be issued next year. Furthermore, government debt
has a negative multiplier. In simple terms, each additional dollar of debt ultimately reduces
economic activity. Thus, refunding a third of the debt, or even finding buyers for the new debt, is
not a primary concern of ours. What concerns us more is the impact of runaway fiscal spending on
tomorrow?s economy.
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What To Watch Today

Earnings
¢ No earnings releases today
Economy
Friday December 12 2025 Actual Previous ~ Consensus  Forecast
08:00AM Wi US  FedPaulson Speech

08:30AM W US  FedHammack Speech
10:35AM W US  Fed Goolsbee Speech
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Market Trading Update

In yesterday?s note, we discussed the opportunities that may present themselves in 2026 in more
defensive areas of the market. At the same time, we started making a few adjustments in our
primary models by doing some tax loss harvesting and adding some of these more defensive
holdings like MO, VZ, DIV, and AES.

As discussed yesterday, the significant outperformance of growth stocks over value is creating a
potential opportunity, particularly when valuations are elevated. As shown, forward valuations
(which are the most optimistic) are currently at levels where forward 5-year returns are expected to
decline. By adding stocks with high dividends, we ?get paid to wait? while adding a defensive
hedge to our growth positions.

Forward P/E and subsequent 5-year annualized returns
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While there is no guarantee that 2026 will result in lower returns, given the massive

outperformance to historical norms over the last 3-years, the risk is increasing. Such is why we are
only adding small defensive positions currently and not making a ?full shift.? Such actions give us a

foothold to build into if, or when, the market begins to make a more serious rotation.

Just something to consider.
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New Home Listing Drop By Most In Over 2 Years

On Thursday, Redfin reported that new home listings fell 1.7% year over year, the largest decline in
more than two years. Sellers are holding back due to weak buyer demand and seasonal slowdown.
Furthermore, many sellers are trapped with low mortgage rates. Redfin also reported that pending
home sales fell 4.1% year over year and that homes are taking longer to sell, averaging 51 days.
High prices and mortgage rates, along with economic uncertainty and tight inventory, are keeping
buyers cautious.

The table below, courtesy of Redfin, presents additional data further indicating the housing
market?s stagnation.

U.S. highlights: Four weeks ending Dec. 7, 2025

Redfin’s national metrics include data from 400+ U.S. metro areas and are based on homes listed and/or sold
during the period. Weekly housing-market data goes back through 2015. Subject to revision.

Four weeks Year-over- Notes
ending Dec. 7, year change
2025
Median sale price $389123 2%
Median asking price $382,535 2.6%
Median monthly $2430ata619%  -0.7% Lowest level of 2025
mortgage payment mortgage rate
Pending sales 63,959 -4.1% Biggest decline in 10 months
New listings 62,674 -1.7% Biggest decline of 2025
Active listings 1127934 4.6% Smallest increase since Jan. 2024
Months of supply 46 +0.3 pts. 4 to 5 months of supply is considered
balanced, with a lower number indicating
seller's market conditions
Share of homes off 24.9% Down from
market in two weeks 27%
Median days on 51 +6 days

market
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U.S. highlights: Four weeks ending Dec. 7, 2025

Redfin’s national metrics include data from 400+ U.S. metro areas and are based on homes listed and/or sold

during the period. Weekly housing-market data goes back through 2015. Subject to revision.

Four weeks Year-over- Notes
ending Dec. 7, year change
2025
Median sale price $389,123 2%
Median asking price $382,535 2.6%
Median monthly $2430ata6.19% -0.7% Lowest level of 2025
mortgage payment mortgage rate
Pending sales 63,959 -4.1% Biggest decline in 10 months
New listings 62674 -1.7% Biggest decline of 2025
Active listings 1127934 46% Smallest increase since Jan. 2024
Months of supply 4.6 +(.3 pts. 4 to 5 months of supply is considerad
balanced, with a lower number indicating
seller's market conditions
Share of homes off 24.9% Down from
market in two weeks 27%
Median days on 51 +6 days
market
Share of homes sold 21.8% Down from
above list price 25%
Average sale-to-list 98.2% Down from
price ratio 98.5%

Sentiment vs Reality

The graph below, courtesy of the Daily Shot, shows a disconnect between sentiment and actual
economic activity. Hard data refers to actual economic data, such as retail sales, CPI, home sales,
and unemployment claims. Soft data are the numerous consumer and business surveys that report
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on people?s feelings about the economy.

Since the tariffs sentiment has been weakening, while economic activity has generally expanded.
For example, the Atlanta Fed?s GDP NOW forecast for the third quarter is near 4%. If realized, that
would be the best growth rate since 2021. At the same time, the University of Michigan Consumer
Sentiment survey is at its lowest level since the study began in 1960.

Such a disconnect is not likely to continue. Typically, when consumer sentiment or business
sentiment is negative, consumers or business leaders cut back on spending and investment.
Accordingly, economic activity tends to deteriorate. Looking ahead, either sentiment improves to
match economic activity, or economic activity catches down to sentiment.
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Tweet of the Day
Lance Roberts £ @lLanceRoberts - 1h (A e
Yesterday, the #Fed cut rates and launched a $40 billion #bond #buying

scheme to ease liquidity strains. The overall statement was the most
#dovish since 2021.
@michaellebowitz
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Yesterday, the #Fed cut rates and launched a $40 billion #bond #buying
scheme to ease liquidity strains. The overall statement was the most
#dovish since 2021.
@michaellebowitz
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?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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