
Shifting monetary policy drives 1H 2019 market returns 

Monetary policy has been the main driver of returns for both US stock and bond markets during the first half of 2019. 

While the stock market returns are higher than investors anticipated, falling interest rates have been the biggest surprise 

this year. Entering 2019, economists expected interest rates to continue rising. Year-end 2019 forecasts placed the 10-

year US Treasury Note yield at 3.50%. Instead, the 10-year US Treasury Note is currently yielding 2.09%. 

Coming into the fourth quarter of 2018, 

monetary policy was on autopilot with 

three more rate hikes anticipated in 

2019 and an additional hike in 2020. 

This hawkish bias changed in January 

when Fed commentary shifted to                     

emphasize patience and data                          

dependence. The move to a more                   

neutral stance helped calm the markets. 

Concern had grown that the Fed Funds 

rate was already too high and more 

hikes could end the current economic 

expansion. 

In June, monetary policy shifted further 

as a number of Fed officials began              

commenting on the possibility of a rate  

July 2019 

The outlook for interest rates has changed. Expectations for a Fed rate cut at the July 30-31 FOMC meeting have risen 

dramatically. Furthermore, the market expects one to two more rate cuts by the end of 2019. Stronger economic data 

released in July has not swayed the Fed’s more dovish monetary policy. Fed Chair Powell’s July 10/11 testimony to 

Congress signaled a cut at the July FOMC meetings. 

We believe that interest rates have overshot to the downside and the 10-year US Treasury yield may move higher in the 

July/August period. We will use this as an opportunity to increase the duration of our fixed income portfolios. We are 

also increasing the exposure to short-term investment grade corporate bonds. Both of these changes look to increase 

portfolio yield. We will be reducing the exposure to investment-grade floating rate notes, US Treasury bills and                    

mortgage-backed securities. Lastly, we will maintain our current exposure to high-yield bonds and real estate. 

 

cut. Fed officials indicated concern about persistently undershooting the inflation target and inflation expectations                       

becoming too low. Fed officials also highlighted the potential negative economic impact of a protracted trade war as trade 

negotiations broke down.  
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Disclosures 

Securities offered through DAI Securities, LLC, member FINRA/SIPC. Advisory services offered through AdvisorNet Wealth 

Management. Lurie Wealth Advisors, DAI Securities LLC and AdvisorNet Wealth Management are separate and unaffiliated 

entities. 

The views stated in this letter are not necessarily the opinion of AdvisorNet Wealth Management and should not be                  

construed directly or indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within the                     

markets mentioned, opinions are subject to change with notice. Information is based on sources believed to be reliable; 

however, their accuracy or completeness cannot be guaranteed. Past performance does not guarantee future results.              

Additional risks are associated with international investing, such as currency fluctuations, political and economic stability, 

and differences in accounting standards.  

Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance of any                    

investment and does not take into account the effects of inflation and the fees and expenses associated with investing.  

All investing involves risk, including the possible loss of principal. There is no assurance that any investment strategy will 

be successful. 


