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The Price of Capital

WHAT A SUSTAINED 5+% 10-YEAR TREASURY MEANS FOR MULTI-ASSET PORTFOLIOS

KEY TAKEAWAYS

B The 10-year Treasury closed above 5% at the end of September, a level it

last held for a full month in 2007. Measured against the past 60 years, that

is closer to normal than high.

®m Nearly all of the rise since February came from real yields, not inflation

fears. That points to strong demand for capital, a sign of economic health.

® Two of the four indicators we watch support that reading. The fourth,

the gap between long and short rates, is where we would expect trouble

to show up first.

B |n our view, the current portfolio mix still fits. A sustained 5% would shift

more of its return toward income, a shift we believe the mix can absorb.

By CARLIN CALCATERRA, CQF

Managing Director, Investment Strategy

5% is High for the Last 15 Years,
Not the Last 60

On September 24, the 10-year Treasury yield closed at 5.2%.
It last averaged above 5% for a full month in July 2007.

Round numbers carry weight in markets, and for many investors
5% has long marked the line between normal rates and high

ones. Crossing it raises the question of what comes next.

Average 10-Year Treasury Yield by Period

For most of the past fifteen years, a 10-year Treasury yield
near 5% would have seemed out of reach. Near-zero policy
rates, central bank bond buying, and a global surplus of

savings pushed yields to historic lows and held them there.

By longer historical standards, though, 5% is not especially
high. Since the 1960s, the 10-year has averaged close to
6%, so 5% is less a peak than a return toward normal after

an unusual decade.

Since 1962 1970 — 1989 1990 — 2007 2009 — 2021 2022 — 2026 Sep 24,2026
Full history High inflation Before the financial crisis Near-zero policy rates Since rate increases began Latest close
5.8% ‘ 9.1% 5.8% 2.3% 3.9% 5.2%

Source: Federal Reserve Board H.15, via FRED. Averages of monthly yields, January 1962 to August 2026, and latest daily close, September 24, 2026.
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Treasury Yields Since 1976: The Short End and the Long End

== Long end (10-year Treasury)

15%

Short end (2-year Treasury)
move closely with Federal Reserve policy

10%

0%

1980 1990 2000

set by investors' views on growth, inflation, and risk

Fed policy rate
near zero

2010 2020

Source: Federal Reserve Board H.15, via FRED. Monthly averages, June 1976 to August 2026, and latest daily close, September 24, 2026.

Rates Are the Price of Capital

For portfolio positioning, the milestone matters less than what a

sustained 5% would mean for a multi-asset portfolio.

It helps to think of interest rates as the price of capital.

Interest Rates and Capital Formation

Growth Reflected
Rates driven higher by
demand to support growth

Growth Restricted
Cost of capital
deters investment

Inflection Zone

Higher

Today

Business investment and growth

Lower

Lower Interest rates (the price of capital) Higher

lllustrative. Not drawn to scale.

Like any price, the cost of borrowing rises when demand is strong. Up
to a point, higher yields are a good sign: businesses want to borrow to

build, hire, and invest. Rates are reflecting growth.

Past that point, borrowing becomes too expensive. Companies put

projects on hold, and earnings follow. Rates are restricting growth.

The question for investors is not whether 5% is high. It is which
side of that line we are on.

Real Yields, Not Inflation Fears,
Are Doing the Lifting

Since February, the 10-year yield has climbed from a 4.1% monthly
average to 5.2%. Nearly all of that 1.1-point rise came from real yields.
Inflation expectations have barely moved, holding between 21% and
2.4% since the start of 2023.

10-Year Treasury Yield and Its Components

o
6% Since February: 10-year up 1.1 pts.
Real yield up 1.0 pts.

Inflation expectations little changed.

1
5% 10-year Treasury yield

4%/\/\/_/\/\_/\/\//

3%
2%

1%
Real yield

0%
2023 2024

2025 2026

Source: Federal Reserve Board H.15, via FRED. Monthly averages through August 2026,

latest daily reading September 24, 2026. Inflation expectations calculated as the nominal
yield minus the real (TIPS) yield.

That matters because a yield has three parts, and each tells a
different story:

1. Real yield: the return after inflation. It tends to rise when demand

for capital and expectations for growth are strong.

. Sep 24



2. Inflation expectations: the extra return investors require to offset

the loss of purchasing power from rising prices.

3. Term premium: the extra return investors require to commit money for
ten years rather than lend repeatedly over shorter periods. It tends to
rise with heavy government borrowing or policy uncertainty. It cannot

be measured directly, and part of it can sit inside the real yield.

Arise led by real yields usually signals strong demand for capital rather than
inflation fears. It is not proof, though. Because part of the term premium

can sit inside the real yield, yields alone cannot settle the question.

The next section looks at what helps tell the two apart.

Two of Four Indicators Point to Growth

No single market yield can tell us whether rates have moved from

reflecting growth to restricting it.

Instead, the answer shows up in how markets and businesses behave.
We watch four indicators, shown below, for signs that rates are moving

away from growth reflected and toward one of two less healthy outcomes:

B Growth restricted: borrowing becomes expensive enough that lenders
pull back and companies defer investment, which pressures earnings.

Short rates rising above long rates is often the first sign.
B Term-premium pressure: long rates rise on fiscal or inflation worries while

the dollar weakens, which pressures the value of long-dated assets, bonds

included. The curve chart earlier in this piece does not capture this risk.

Indicators to Watch

What it tells us

Indicator

Today, two of the four indicators are consistent with growth reflected.

The one to watch is the gap between long and short rates.

When long rates rise faster than short rates, the yield curve steepens.
That steepening leans toward term-premium pressure. With inflation
expectations flat and the dollar firm, the full pattern is not in place. Still,

this gap is where we would expect change to appear first.

Fiscal Risk: Worth Watching, Not Yet Showing

Clients often ask whether rising yields reflect Washington's
borrowing. The concern is reasonable: the federal deficit
runs near 5.6% of GDP; and government borrowing

competes with companies for the same pool of savings,

which can raise the price of capital for everyone.

So far, the evidence points the other way. U.S. businesses
and households still save more than they invest, a surplus
of roughly 2.7% of GDP; which leaves room to absorb

government borrowing without squeezing private projects.

The clearest sign of fiscal stress would be a weaker dollar
alongside rising rates, as global investors demanded
more to hold U.S. debt. Today the dollar remains firm and
foreign investors continue to buy U.S. bonds and stocks.
We treat fiscal risk as something to monitor, not a concern
to dismiss.

" Alpine Macro, Global Strategy, September 28, 2026.

Signal of
growth restricted

Signal of
term-premium pressure

Whether the bond market

Short and long rates

Extra cost for riskier
borrowers

Business investment
plans

U.S. dollar

@ Consistent with growth

expects higher rates to slow
the economy

Whether lenders are growing
cautious about borrowers

Whether companies are still
choosing to finance growth

Whether global capital is still
flowing into the U.S.

Worth watching

Signaling stress

Narrowed as the Fed turned,
widened In late September

Low by historical standards,
edging modestly higher in
late September

Al investment strong,
housing softer

Firm and rising with yields,
though foreign buying
slowed in July

Short rates rise above long
rates (inversion)

Long rates rise faster than
short rates (steepening)

Extra cost rises as growth Extra cost rises alongside
slows long rates

Companies defer or cut

Not a primary signal
investment plans P ysig

Dollar typically holds firm Dollar falls while yields rise

Source: Pitcairn, Federal Reserve Board, U.S. Treasury, U.S. Census Bureau, ICE BofA, via FRED. As of September 25, 2026.



What It Means for the Portfolio

For a portfolio already in place, the key question is whether the current
mix still makes sense. In our view, it does, because its parts respond to

different drivers.

The 10-year Treasury is the starting point. Because investors treat it
as risk-free, its yield is the hurdle every other asset in a portfolio has
to clear. When that hurdle rises, the extra return for owning everything

else narrows.
We set long-term return expectations using a 4.25% baseline for the
risk-free rate, so our strategic allocation does not swing with each

quarter’'s move in yields. We review that baseline each year, and a

sustained move above 5% would prompt us to revisit it.

How Each Part of the Portfolio Responds

Part of the portfolio

If growth drives rates higher (the case so far)

Because each asset class’s expected return builds on that baseline,
raising it would lift the starting point for the whole portfolio, not just
bonds. What would change most is how the portfolio earns its return,

and that depends on what is driving rates higher.

Together, these parts balance one another. Equities tend to do best
when growth lifts rates, real assets when inflation does, and fixed

income and multi-strategy earn more in either case. A sustained 5%
would shift more of the portfolio’s return toward the income it earns, a

shift we believe the mix can absorb.

Bottom Line

A 10-year yield above 5% calls for discipline, not alarm. In our view, the
rise so far reflects strong demand for capital, and the indicators we

watch largely support that reading.

If inflation or fiscal worries drive rates higher

Global equities Stronger earnings can help clear a higher hurdle.

Higher rates tend to weigh more heavily on prices.

Bonds earn higher yields, and private credit income can rise further if
short-term rates climb. The tradeoff is greater pressure on borrowers’ ability
to service their debt.

Earns more through higher yields on bonds. Floating-rate private
credit earns more while short-term rates stay elevated, and
stronger growth supports borrowers.

Fixed Income

Escalators in many leases and infrastructure contracts can lift income along
with inflation. Gold has historically held its value during inflation or government
debt worries.

More exposed, since financing costs climb without the inflation
that triggers payment escalators. Real estate lending still earns
more as rates rise.

Real Assets

Most valuable here, since stocks and bonds can fall together, provided returns
come from differentiated sources rather than equity or credit exposure.

Shifting policy creates opportunities across rates, currencies and

Multi-strate
9y commodities, and in pricing gaps between related securities.

lllustrative. Pitcairn views as of September 2026.

This material is for informational purposes only and reflects Pitcairn’s views as of September 2026, which are subject to change. It is not
a recommendation to buy or sell any security. Forecasts and capital market assumptions are estimates and may not be realized. Past
performance does not guarantee future results.

All investing involves risk, including market, interest-rate, credit, liquidity, and inflation risk. Private investments carry additional risks,
including illiquidity, long holding periods, and valuation lag.

Sources: Federal Reserve Board H.15, U.S. Treasury, and ICE BofA, via FRED, Federal Reserve Bank of St. Louis. Pitcairn capital market
assumptions, 2026 to 2027.
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The information provided should not be construed as imparting legal, tax, or financial advice on any specific matter.
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DISCLAIMER

Pitcairn Wealth Advisors LLC (“PWA”") is a registered investment adviser with its principal place of business in the Commonwealth of Pennsylvania.
Registration does not imply a certain level of skill or training. Additional information about PWA, including our registration status, fees, and services

is available on the SEC’s website at www.adviserinfo.sec.gov.

This material was prepared solely for informational, illustrative, and convenience purposes only and all users should be guided accordingly. All information,
opinions, and estimates contained herein are given as of the date hereof and are subject to change without notice. PWA and its affiliates (jointly referred
to as “Pitcairn”) do not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information prepared by
any unaffiliated third party, whether referenced or incorporated herein, and takes no responsibility thereof. As Pitcairn does not provide legal services,

all users are advised to seek the advice of independent legal and tax counsel prior to relying upon or acting upon any information contained herein.

Any performance numbers displayed to the user may have been adversely or favorably impacted by events and economic conditions that will not prevail
in the future. Past investment performance is not indicative of future results. The indices discussed are unmanaged and do not incur management fees,
transaction costs, or other expenses associated with investable products. It is not possible to invest directly in an index. Projections are based on models

that assume normally distributed outcomes which may not reflect actual experience.

Consistent with its obligation to obtain “best execution,” Pitcairn, in exercising its investment discretion over advisory or fiduciary assets in client
accounts, may allocate orders for the purchase, sale, or exchange of securities for the account to such brokers and dealers for execution on such
markets, at such prices, and at such commission rates as, in the good faith judgment of Pitcairn, will be in the best interest of the account, taking
into consideration in the selection of such broker and dealer, not only the available prices and rates of brokerage commissions, but also other
relevant factors (such as, without limitation, execution capabilities, products, research or services provided by such brokers or dealers which are

expected to provide lawful and appropriate assistance to Pitcairn in the performance of its investment decision making responsibilities).
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