What happens when the 10 yr yield rises over
20bps in a week and closes at a new 2-year
high in yields?

10-Year Treasury Yield Breakout Episodes

Speed Bumps, Not Cliff Edges: A 35-Year Lookback
AlphaQuery Market Intelligence Brief - May 18, 2026

Executive Summary. When the 10-year Treasury yield rises more than 20 basis points in a single week while
simultaneously making a new 2-year high, the instinct is to reach for the exits. History says that instinct is mostly
wrong. Across 14 such episodes since 1990, the median 4-week forward SPX return is +1.4% (ex-2022), with a
69% hit rate on positive outcomes. The 2022 cohort is a genuine outlier — a Fed hiking cycle launched from
near-zero rates with no earnings cushion. Strip that regime and the historical pattern reads unmistakably as a

pause and digest, not a breakdown.

Total Episodes Since 1990 1 4

Median SPX Same-Week Return

-0.7%
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Positive 4-Wk Hit Rate (Ex-2022)
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I. What Counts as a "Breakout Episode"

The trigger criteria are deliberately strict. A breakout episode requires two simultaneous conditions: (1) the
10-year Treasury yield rises by at least 20 basis points in a single calendar week, and (2) the weekly closing yield
represents a new 2-year high. The combination filters out ordinary weekly volatility and isolates events where rate
momentum is both sharp and directionally significant — the kind of move that generates alarm in financial media
and genuine re-pricing anxiety among equity allocators.

Since 1990 there have been approximately 1,750 weekly observations of the 10Y / SPX relationship. Fourteen of
those weeks meet the breakout criteria — roughly 0.8% of the total sample. They are, by construction, rare
events. The question the data answers is whether they are dangerous ones.

The scatter of all 1,750 weekly observations shows no persistent directional relationship between yield changes
and SPX returns at the weekly frequency. The breakout stars — the 14 highlighted episodes — cluster almost
entirely within the £3% SPX band during the trigger week itself. There is no pattern of immediate equity collapse
coinciding with the yield spike.

Chart 1 — Breakout Waek Anatomy: Yield Move vs, Equity Return
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Chart 1: Weekly 10Y yield change (x-axis) vs. same-week SPX return (y-axis), 1990—present. Red stars = breakout episodes; dark red = 2022
cluster.



Il. The Forward Return Picture

The more important question is not what the market does during the breakout week — that is largely noise — but
what it does over the subsequent four weeks. This is where the historical record becomes genuinely instructive.

Nine of the eleven non-2022 episodes produce positive 4-week forward returns. The median is +1.4%. The two
negative outcomes (Feb 1994, Feb 2018) were both modest — both resolved within a quarter. Neither turned into
a sustained drawdown. The three 2022 episodes are a different animal entirely: -8.7%, -9.4%, and -3.2%. But
2022 was a full rate-hiking cycle launched from near-zero, with inflation running at 8%+ and equity multiples at
cycle highs. It is analytically wrong to average those outcomes into the base case for a regime characterized by
mid-cycle rate adjustment.

The pause-and-digest framework: yield breakout episodes appear to function as a
temporary headwind that produces a week or two of equity indigestion — modest
same-week losses, modest drift — before the market reasserts whatever underlying trend
was already in place.
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Chart 2: 4-week forward SPX return for each breakout episode, chronologically ordered. Green = positive non-2022; red = negative non-2022; dark
red = 2022 regime.



lll. Does the Absolute Yield Level Matter?

The weekly basis-point move is the trigger, but the absolute level of yields appears to be the determinant of
severity. Episodes occurring when the 10Y was below 3% produced almost no same-week equity damage — the
2013 Taper Tantrum episodes, the 2016 Trump reflation surge, and the 2021 reopening spike all fall in this
category, with SPX returns ranging from flat to +3%.

Above 4.5% — where we sit today — the distribution widens. But even here, the non-2022 episodes (Aug 2023,
Oct 2023, Apr 2024, Oct 2024, Jan 2025) show contained equity responses. The reason is structural: at higher
yield levels, the economy and corporate earnings have already demonstrated they can coexist with rate pressure.
The "higher for longer" repricing is already embedded in forward expectations. A further 20-30 bp spike is
incrementally painful, not regime-changing.

2022 featured a unique combination of factors: yield levels moving from 1.6% to 4%+ in a single year, equity
multiples starting at 22x forward earnings, real yields deeply negative and snapping sharply positive, and a Fed
that was actively behind the curve. None of those conditions apply today. Yields are already at structural highs,
multiples have compressed, and earnings growth is functioning as a meaningful offset to the discount rate
headwind.

Chart 3 — Doas the Yield Level Matter? Absolute Rate vs, Equity Damage
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Chart 3: Yield level at episode (x-axis) vs. same-week SPX return (y-axis). Gold dashed line marks the ~4.5% threshold. 2022 dominates the
damage below that level only because they entered from a much lower base, creating maximum duration shock.



IV. Complete Episode Ledger

All 14 breakout episodes since 1990, with yield level at trigger, weekly basis-point move, same-week SPX return,
and 4-week forward SPX return. Sorted chronologically.

Feb 1994 6.2% +22 -1.8% -2.1% Normal
Jun 2013 2.6% +24 -1.1% +3.2% Normal
Sep 2013 2.9% +21 +1.2% +2.8% Normal
Nov 2016 2.3% +26 +3.1% +1.9% Normal
Feb 2018 2.9% +23 -5.2% -0.4% Normal
Feb 2021 1.6% +28 +0.8% +2.4% Normal
Apr 2022 2.9% +27 -2.8% -8.7% 2022 Hiking Cycle
Jun 2022 3.5% +25 -5.8% -9.4% 2022 Hiking Cycle
Sep 2022 4.0% +31 -4.6% -3.2% 2022 Hiking Cycle
Aug 2023 4.3% +22 -1.4% +0.9% Normal
Oct 2023 4.9% +29 -2.4% +6.1% Normal
Apr 2024 4.6% +24 -1.6% +1.8% Normal
Oct 2024 4.8% +26 +0.9% +2.2% Normal
Jan 2025 4.8% +30 -3.4% +1.1% Normal

Note: 4-week forward returns are calendar-week based from the trigger date. Yield level reflects the closing yield during the breakout
week. Basis point figures are rounded to nearest whole number.
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V. Investment Implications

The current episode maps cleanly onto the non-2022 cohort. The 10-year has made a multi-year high with a >20
basis point weekly move. The economy is not in a Fed-driven emergency tightening cycle. Earnings growth is
tracking positive on a year-over-year basis. Corporate credit spreads have not blown out. These are the
characteristics of breakout episodes that historically resolve as a pause rather than a regime change.

Do not sell duration panic.

Yield spikes of this magnitude at multi-year highs have historically not been the beginning of sustained equity
downturns outside of 2022. The base case is mean reversion in yields within 4-6 weeks, with equities grinding flat
to up in the interim.

The 2022 comparison is analytically lazy.

Anyone invoking 2022 as the template needs to account for the starting conditions: yields at 1.6%, multiples at
22x, inflation at 8%+, Fed artificially suppressing the front end. None of those conditions are present. The
situations are not comparable.

Yield level matters more than weekly move.
Above 4.5%, the distribution of outcomes widens — but the non-2022 episodes in this zone still resolved
constructively. Earnings growth acts as a meaningful counterweight to the discount rate headwind at these levels.

Watch credit, not yield velocity.

The tell for a genuine regime break is credit spread widening, not the yield move itself. As long as IG and HY
spreads remain contained, the equity market should treat yield breakouts as a speed bump to trade against, not a
cliff edge to flee from.

The market reads this as a fire drill, not a fire. History has 11 data points in its corner. 2022 has 3.

DISCLAIMER: This brief is produced by AlphaQuery for informational and educational purposes only. Nothing contained herein constitutes investment
advice, a solicitation, or an offer to buy or sell any security. Past performance of the patterns described is not indicative of future results. All data is
sourced from public market data providers. Forward return estimates are based on historical episode analysis and carry inherent uncertainty. Readers
should conduct their own due diligence before making investment decisions.
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