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Flash Update: US RATE MARKETS — FRIDAY NOVEMBER 14, 2025

e US Treasury yields and SOFR swap rates are moving lower this morning as a “risk-off”
sentiment grips the market

e Odds for a December rate cut have dipped to 50% - “cautious” Fed-speak this week has
dimmed December rate cut hopes

e US economic data releases will resume ASAP; The timetable for releasing key economic data
should be ironed out by early next week

e Short-end SOFR swap rates are trading down ~2-3 bps this morning, depending on tenor

e Long-end SOFR swap rates are currently trading down ~2-3 bps, depending on tenor

e The next FOMC rate decision is due on Wednesday, December 10th at 2:00 PM

SOFR swap rates and US Treasury yields moved lower this morning, as a sudden bout of risk aversion
gripped the market. The “risk-off” sentiment is mostly due to concerns about skyrocketing equity
valuations, coupled with hawkish Fed-speak dimming hopes for a December rate cut. As such, traders,
investors and portfolio managers are reallocating assets out of equities and into US Treasuries, hence
the drop in rates this morning.

Despite the drop in rates this morning, odds for a December rate cut continue to plunge, mainly due to
the “hawkish” Fed-speak traders heard this week. A majority of Fed officials speaking this week
preached caution with respect to further rate cuts, forcing traders to reassess the probability of a
December rate cut. Currently, odds for a 25 December rate cut are sitting near 50%. A 25 basis point
December rate cut was almost fully priced in just two weeks ago.

Traders will continue to pay close attention to the tech-sector (NVIDIA releases earnings next week),
which has been under pressure due to skyrocketing valuations. Geopolitical developments and global
trade negotiations will also continue to captivate the market. As we have seen this week, market
participants will be listening to Fed-speak closely for clues on the direction of monetary policy.

All that said, traders are eagerly awaiting the economic data that was postponed due to the shutdown,
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and they are looking forward to the resumption of “normal” US economic data releases.

SOFR Swap Rate Summary: The 1Y SOFR swap rate is trading ~2-3 bps lower this morning. 2Y and 3Y

SOFR swap rates are currently down ~2-3 bps this morning. 5Y and 10Y SOFR swap rates are currently
trading down ~2-3 bps. The very back-end of the swap curve is currently trading down ~2-3 bps.

Amazingly, despite the pockets of volatility we have witnessed, SOFR swap rates are close to unchanged
for the week! The 2Y swap rate opened the week at 3.354%, and is currently trading at ~3.355%. The
10Y SOFR swap rate began the week at 3.661% and is currently trading at ~3.656%. For me, SOFR swap
trading this week illustrates clearly that traders want to see economic data before committing to a new
trading range.

Please note: Market levels can change rapidly — rate cap premiums are subject to a dynamic market
that can change frequently.

CHART 1: US RATES SNAPSHOT: 9:30 AM Eastern

*For SOFR Swap Rates & Change-On-Day (In Bps): Refer Two Far Right Columns (SOFR Swap Rates)
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Source: Bloomberg, LLP | 9:30 AM NY Rates Snapshot

CHART 2, 2A & 2B: “RISK-OFF” SENTIMENT PUSHES SOFR SWAP RATES LOWER; TRADERS TRIM
DECEMBER RATE CUT BETS

SOFR swap rates moved lower this morning, mainly due to a sudden “risk-off” sentiment created by
concerns about the equity markets. | expect an uptick in rate volatility over the next couple of weeks as
the economic data begins to flow and traders assess the state of the economy and path forward for
interest rates. Currently, SOFR swap rates are down ~2-3 bps across the swap curve.

The odds for a December rate cut have dropped to ~50%. Chairman Powell’s recent hawkish “warning”
that a December rate cut is “not a foregone conclusion, far from it” has been backed-up by his Fed
colleagues this week. Most of the Fed officials speaking this week have leaned “hawkish” and have
signaled the Fed is prepared to move forward cautiously with respect to future rate cuts. That is
significantly dimming market hope for a December rate cut. That said, there is still a strong sentiment in
the market that the employment market will continue to weaken (perhaps materially) into year-end and
during the first half of 2026. It will be interesting to see what the upcoming data reveals about the US
labor market! Prepare for volatility.

CHART 2: Short-End SOFR Swap Rates — Prior 7 Days

<. . Annotate News Zoom

-0.05255

00:00 08:00 00:00 08:00 00:00 08:00 00:00
06 Nov 2025 07 Nov 2025 10 Nov 2025 11 Nov 2025 12 Nov 2025 13 Nov 2025 14 Nov 2025

00:00 08:00 00:00 08:00 00:00 08:00

Source: Bloomberg, LLP | 1Y (white), 2Y (blue) & 3Y (orange) SOFR SWAP RATES, PRIOR 7 DAYS

CHART 2A: Long-End SOFR Swap Rates — Prior 7 Days
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Source: Bloomberg, LLP | 5Y (green), 7Y (purple) & 10Y (light blue) SOFR SWAP RATES, PRIOR 7 DAYS

CHART 2B: Traders Pare December Rate Cut Bets On Hawkish Fed-Speak

Bets on a December Fed Rate Cut Waver
Traders have pulled back from nearly fully pricing a quarter-point reduction

50% chance of a cut priced

One cut fully priced
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Source: Bloomberg Bloomberg

Source: Bloomberg, LLP | MARKET EXPECTATIONS FOR A 25 BP DECEMBER RATE CUT SINCE THE OCTOBER FOMC MEETING

Disclaimer: The information provided in this communication is intended for discussion purposes only. Nothing
presented in this communication should be taken as a recommendation or forecast. All market data shown is
indicative only and subject to change depending on current market conditions.
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AST Defeasance Consultants, one of the nation's leading commercial real estate consulting firms, was founded in 2007. We have extensive
experience in commercial real estate defeasance, hedging, derivatives, and financial instruments. More than S50 billion worth of
transactions have been executed by the AST team. Only AST can combine innovation, expertise, and exceptional customer service.

Rate Cap Advisors was established in 2015 that focus on providing commercial real estate interest rate cap solutions. Our innovation and
desire to explore new possibilities that benefit our clients have allowed us to save our clients millions of dollars. No matter the service or

product, we take great pride in our pursuit of perfection with a unparalleled closing track record.
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