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3 reasons not to fear a 3%+ 10yr yield

Interest expense is relatively small and likely overpowered by pansion swings

EFPS it from higher interest
rates 15 ikely to be very small

Figure 1. S&P su-tinancials net debtimarkst cep st 14% is constderably fower

than historical levels
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and should be overpowerad
by pension Swings.

If we assume that 15% of the
$2.8 triltion in long-term debt
rofis fo a rate 100bp higher
the hit to 2014 S&FP £PS
would be ~50.25.

Pansion expenze is likely to
fall by more and a 100bps
incraase i long-term rates
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should eliminate pension
deficits.

Figure 2 Share of iong-term debt {= iyiat S&F ax

financials has increased to 85% fromm 75% in 2003
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iFigure 3 S&P ex-financial cash, current and long-term
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Figure 4. S&P ex-financial interest expense/sales at 1.5%

in the lowaest lovel since 1970
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E?igu;e 5: FO-15 year 1G corporate bond vield is up 100bp
ifroms 1013 end bt still below 2011 end
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