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Mortgages, Credit, and Munis?

  

IMPORTANT RESEARCH DISCLOSURES AND ANALYST CERTIFICATIONS LOCATED IN APPENDIX 1.  UNTIL 19th MARCH 2021 INCOMPLETE DISCLOSURE INFORMATION MAY HAVE BEEN DISPLAYED, PLEASE SEE 

APPENDIX 1 FOR FURTHER DETAILS.
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US fixed income markets expanded by $4.4trn in from 
2024Q2 to 2025Q2
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Total US fixed income securities outstanding: $58trn at 
the end of 2025 Q2
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Treasury and agency securities make up about 70% of 
total US fixed income outstanding
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Treasuries’ share of US fixed income has expanded 
significantly since the Global Financial Crisis
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Treasuries as a share of GDP currently at 95%, up from 
75% before Covid
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Non-financial corporate debt as a share of GDP declined 
from a peak of 55% during Covid to 42% currently

Provided for the exclusive use of franco@bassanini.it on 2025-09-17T06:50+00:00. DO NOT REDISTRIBUTE



10Deutsche Bank
Weidner, Luzzetti, Zeng, Ryan

September 2025

Domestic sector funds the bulk of the US budget deficit
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Foreign share of US Treasuries up slightly to 32% in 2025 
Q2 from a low of 29% in 2023 Q3
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Private sector holdings of US Treasuries concentrated in 
maturity of 5 years or less
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Federal Reserve’s share of the Treasury market is most 
concentrated in 10 years or more with 30% of outstanding
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Foreigners, insurance, and mutual funds make up majority 
of investors in IG, HY, and loans

Provided for the exclusive use of franco@bassanini.it on 2025-09-17T06:50+00:00. DO NOT REDISTRIBUTE



15Deutsche Bank
Weidner, Luzzetti, Zeng, Ryan

September 2025

Primary dealer holdings of Treasuries off their recent 
highs
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Composition of maturities in primary dealers’ inventory of 
Treasuries
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Banks growing their Treasury and agency holdings again 
after a contraction during the last Fed hike cycle
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Tech companies’ stockpile of Treasuries steadily fallen 
after the 2018 TCJA repatriation tax

Source: US SEC Filings, Company sources, Deutsche Bank
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What are foreign central 

banks doing?
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Supply of global FX reserves: $12.5trn in Q1

Provided for the exclusive use of franco@bassanini.it on 2025-09-17T06:50+00:00. DO NOT REDISTRIBUTE



21Deutsche Bank
Weidner, Luzzetti, Zeng, Ryan

September 2025

USD share of global FX reserves have shifted lower but 
just over 50%
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Large decline in the value of USD reserves during the last 
Fed rate hike cycle
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China’s foreign FX reserves have been stable at $3.3 
trillion
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No notable trend in China’s foreign FX reserves in recent 
years
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Reported transactions by China in USD assets have 
been very negative since 2024
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Federal Reserve’s custodial holdings for foreign official 
accounts remain relatively stable
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Foreign purchases of Treasury securities driven 
predominantly by the private sector
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Foreign official institutions shifting more Treasury holdings 
into T-bills

Provided for the exclusive use of franco@bassanini.it on 2025-09-17T06:50+00:00. DO NOT REDISTRIBUTE



29Deutsche Bank
Weidner, Luzzetti, Zeng, Ryan

September 2025

Foreign holdings of Treasuries concentrated in 1- to 5-
year maturity
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Foreign demand shifting toward short-term debt and 
equities
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Rising foreign demand for corporate bonds versus falling 
demand for Treasury and agency bonds
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Global central banks continue asset reductions at a 
robust pace
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Auction demand
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Modestly strengthening in Treasury bill auction bid-to-
cover ratios
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Investment funds have overtaken primary dealers in 
Treasury bill auctions
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Treasury nominal coupon auction sizes steady since 
2024
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Stable or strengthening trend in 2- to 7-year auction bid-
to-cover ratios
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Investment funds account for majority of allotments in 2- to 
7-year auctions
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Strengthening trend in 10- to 30-year auction bid-to-
cover ratios
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Investment funds account for majority of allotments in 
10- to 30-year auctions
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Who is buying Treasuries?
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Framework for price elasticity of US fixed income 
investors

Different buyers of fixed income have different price 

sensitivities:

Price sensitivityLow High

Fed Foreign 

central banks

Money 

market 

funds

Mutual 

funds
Households Banks

Pension/

insurance
Hedge 

funds

Source: Deutsche Bank
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More balanced investor base for Treasury securities 
compared to previous decades
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Share of US Treasuries held by top 5 largest investors
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Share of US Treasuries held by 6th-10th largest investors
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Net issuance of Treasury notes and bonds on the rise
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The Fed’s bond portfolio has shrunk by more than 
$2trn since QT
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Money market funds hold primarily short-term Treasury 
securities and repo
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Foreign holdings of Treasury bills recovered in recent 
quarters
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Banks currently hold approximately 25% of assets in 
Treasury and agency securities
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China’s reported holdings of Treasuries fell to $756bn vs 
Japan’s holdings of $1,148bn in June
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Who is buying GSE MBS and 

agency debt?
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Commercial banks are the largest investor with 25% of 
outstanding agency securities 
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Agency MBS ownership relatively spread out among 
investor categories
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Higher rates have driven mortgage activity back to pre-
Covid levels
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Who is buying Corporate and  

Foreign Bonds?

Who is buying GSE MBS and agency debt?

Who is buying Corporate and 

Foreign Bonds? 
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2010 DB Blue template

Foreign investors and insurance companies own 
combined 54% of corporate and foreign bonds
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Growth in financial corporate and foreign bond supply 
remains positive
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MUNI problems
Who is buying municipal 

securities and loans?
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Household sector accounts for 48% of outstanding 
municipal bonds
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Key investor groups in municipal debt
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Benchmark 10-year municipal and Treasury yields
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Asset allocations by investor 

type
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Source: FRB, Haver Analytics, Deutsche Bank

US households are heavily overweight in equities 
relative to fixed income
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Pension funds are roughly equally allocated to equities 
and fixed income
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Insurance companies are overweight credit and equities
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Mutual fund allocations to financial assets
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Foreign investors increased allocations to US equities 
in the last decade
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Commercial bank allocations to Treasuries continue to 
increase after the GFC
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Who is buying Corporate and  

Foreign Bonds?

Who is buying GSE MBS and agency debt?

Outlook
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10-year model accounting for central bank purchases 
suggests a fair value of 3.74%
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Decomposition of 10y model estimates
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10-year model incorporating market variables suggests a 
fair value of 4.1%

Source: FRB,  BEA, Haver Analytics, Deutsche Bank
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High levels of Treasury coupon issuance projected 
for 2025-2027

Source: FRB,  BEA, Haver Analytics, Deutsche Bank
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CBO’s projection of US debt
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Interest expense projected to be a rising share of the US 
deficit due to high interest rates
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Rising outlays and more stable revenue growth 
contributes to the primary deficit
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Mandatory spending expected to grow faster than 
discretionary as net interest rises too
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CBO projection of outlays from 2023 to 2054

Total 

Outlays

Noninterest 

outlays
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CBO projection of defense versus non-defense
 spending
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CBO projection of tax revenues by category
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Treasury index YTD return: 5.8% through Sep. 12th 
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Average interest rate on public debt: 3.4%
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Steven Zeng
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steven.zeng@db.com

Steven Zeng is a Senior Rates Strategist at Deutsche Bank in New York, 

where he conducts research on the U.S. interest rate market. His focus is 

on U.S. Treasuries, dollar swaps, and funding markets. Previously, Steven 

worked in fixed income trading technology at Merrill Lynch. He is a 

graduate of SUNY Stony Brook and holds an MBA from the UNC Kenan-
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*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and 
other vendors . Other information is sourced from Deutsche Bank, subject companies, and other sources.  For disclosures pertaining to recommendations or 
estimates made on securities other than the primary subject of this research, please see the most recently published company report or visit our global 
disclosure look-up page on our website at  https://research.db.com/Research/Disclosures/FICCDisclosures. Aside from within this report, important risk and 
conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer. Investors are strongly encouraged to review this 
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The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). Though the information herein is believed to be 
reliable and has been obtained from public sources believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party 
websites in this report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for the accuracy or security controls of those 
websites.
If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication 
(oral or written) from a Deutsche Bank analyst,  Deutsche Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal.  It may also engage in transactions, for its own account or with customers, in a manner inconsistent with 
the views taken in this research report.  Others within Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in 
this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, equity-linked analysis, quantitative analysis and trade ideas. 
Recommendations contained in one type of communication may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies, 
perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are paid in part based on the 
profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are 
subject to change without notice. Deutsche Bank provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts 
sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for equities are listed as Catalyst Calls ideas 
on the Research Website (https://research.db.com/Research/), and can be found on the general coverage list and also on the covered company’s page. A Catalyst Call idea represents 
a high-conviction belief by an analyst that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks and no more 
than three months. In addition to Catalyst Calls ideas, analysts may occasionally discuss with our clients, and with Deutsche Bank salespersons and traders, trading strategies or 
ideas that reference catalysts or events that may have a near-term or medium-term impact on the market price of the securities discussed in this report, which impact may be 
directionally counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has no obligation to update, modify or amend 
this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market conditions 
and in both general and company-specific economic prospects make it difficult to update research at defined intervals.  Updates are at the sole discretion of the coverage analyst or 
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into account the particular investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments 
or to participate in any particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment.  The financial instruments discussed in this report 
may not be suitable for all investors, and investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to change without 
notice, and investment transactions can lead to losses as a result of price fluctuations and other factors.  If a financial instrument is denominated in a currency other than an 
investor's currency, a change in exchange rates may adversely affect the investment.  Past performance is not necessarily indicative of future results. Performance calculations 
exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous trading session and are sourced from local 
exchanges via Reuters, Bloomberg and other vendors.  Data is also sourced from Deutsche Bank, subject companies, and other parties. Artificial intelligence tools may be used in the 
preparation of this material, including but not limited to assist in fact-finding, data analysis, pattern recognition, content drafting and editorial corrections pertaining to research 
material.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have 
to prevent and avoid conflicts of interest with respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is 
long fixed-rate instruments (thus receiving these cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. 
The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX 
depreciation rates are among the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation 
(including changes in assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation of 
profits and/or liquidation of positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of fixed-income instruments to 
macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are common in emerging 
markets.  The index fixings may – by construction – lag or mis-measure the actual move in the underlying variables they are intended to track. The choice of the proper fixing (or 
metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed 
coupons. Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps (swaptions) the risks typical to options in addition 
to the risks related to rates movements.
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Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk.  The appropriateness of these products for use by investors depends on the 
investors' own circumstances, including their tax position, their regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal 
and financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, 
can be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be incurred that are greater than the amount of funds initially 
deposited – up to theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an option, investors must review the 
"Characteristics and Risks of Standardized Options”, at https://www.theocc.com/company-information/documents-and-archives/options-disclosure-document.   If you are unable to 
access the website, please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large 
fluctuations; (ii) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt 
markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls, which could affect the value of the currency. 
Investors in securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. Aside from within this report, 
important conflict disclosures can also be found at https://research.db.com/Research/ on each company’s research page or under the ‘Disclosures’ tab. Investors are strongly 
encouraged to review this information before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser, consultant or fiduciary to you or any of your agents 
(collectively, “You” or “Your”) with respect to any information provided in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is 
not acting as your impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or any other information presented in the 
materials.  Information contained herein is being provided solely on the basis that the recipient will make an independent assessment of the merits of any investment decision, and it 
does not constitute a recommendation of, or express an opinion on, any product or service or any trading strategy.

The information presented is general in nature and is not directed to retirement accounts or any specific person or account type, and is therefore provided to You on the express basis 
that it is not advice, and You may not rely upon it in making Your decision. The information we provide is being directed only to persons we believe to be financially sophisticated, 
who are capable of evaluating investment risks independently, both in general and with regard to particular transactions and investment strategies, and who understand that 
Deutsche Bank has financial interests in the offering of its products and services. If this is not the case, or if You are an IRA or other retail investor receiving this directly from us, we 
ask that you inform us immediately.

In July 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst Calls (“CC”) from SOLAR ideas; the rating categories 
for Catalyst Calls originated in the Americas region have been made consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced 
from a maximum of 180 days to 90 days.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA and SIPC. Analysts located outside of the United States are employed by 
non-US affiliates and are not registered/qualified as research analysts with FINRA.

European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated in the Federal Republic 
of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European Central Bank 
and by BaFin, Germany’s Federal Financial Supervisory Authority. 

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at 21 Moorfields London EC2Y 9DB. Deutsche Bank AG in the United Kingdom 
is authorised by the Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial Conduct Authority. Details about the 
extent of our authorisation and regulation are available on request.
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Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch except for any research content relating to futures contracts within the meaning of the Hong Kong Securities 
and Futures Ordinance Cap. 571. Research reports on such futures contracts are not intended for access by persons who are located, incorporated, constituted or resident in Hong 
Kong. The author(s) of a research report may not be licensed to carry on regulated activities in Hong Kong and, if not licensed, do not hold themselves out as being able to do so. The 
provisions set out above in the “Additional Information” section shall apply to the fullest extent permissible by local laws and regulations, including without limitation the Code of 
Conduct for Persons Licensed or Registered with the Securities and Futures Commission. This report is intended for distribution only to “professional investors” as defined in Part 1 
of Schedule 1 of the SFO.  This document must not be acted or relied on by persons who are not professional investors.  Any investment or investment activity to which this 
document relates is only available to professional investors and will be engaged only with professional investors.

India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and registered office at 14th Floor, The Capital, C-70, G Block, Bandra 
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before investing. DEIPL may have received administrative warnings from the SEBI for breaches of Indian regulations. Deutsche Bank and/or its affiliate(s) may have debt holdings or 
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investment strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in 
market value. Before deciding on the purchase of financial products and/or services, customers should carefully read the relevant disclosures, prospectuses and other 
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securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre Regulatory Authority. Deutsche Bank AG - QFC Branch may 
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