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By: Charles J. Else 

October 2019 

 The third quarter was another volatile one for credit markets, with yields across the maturity        

spectrum falling as markets continue to price in a slowing economic environment. On the short end of the 

curve, the Federal Reserve cut interest rates twice this quarter, bringing the Fed Funds target range to 1.75-

2.00%. The cut in July was the first interest rate cut by the Fed since the Financial Crisis in 2008. The bench-

mark 10-year Treasury which started the quarter at 2.01%, finished the quarter yielding 1.68%.  

 On August 1st, President Trump announced he would impose 10% tariffs on $300 billion in Chinese 

goods later this year that were not already subject to tariffs. This caused equity markets to plummet and 

bond prices to soar. That escalation, together with reports of weaker activity in Germany, China and other 

countries dependent on trade, set off a series of volatile moves in bond markets. Yields on the 30-year   

Treasury bond fell briefly below 2% in early August for the first time ever. 

 At the same time, the Treasury yield curve briefly inverted – something many investors had feared. As 

of the time of this writing, the yield curve is not inverted, with the spread between the 2-year and 10-year 

Treasuries at a positive 9 basis points (.09%). This is an indicator we are watching closely, in addition to other 

leading economic indicators, in order to judge just how much the economy is likely to slow. We currently   

believe the global market slowdown is likely to bottom in the December 2019-February 2020 timeframe,    

followed by a pick-up in growth as 2020 unfolds. This assumes no further escalation in the trade war. 

 In the meantime, we continue to position client portfolios with individual municipal bonds in the 4 to 

7-year maturity range and a “barbell” approach in corporate bonds with very short maturities coupled with 

bonds in the 6 to 8-year maturity range. 
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The opinions expressed herein are strictly those of Osborne Partners Capital Management, LLC (“OPCM”) as of the date of the material and is subject to change. 

None of the data presented herein constitutes a recommendation or solicitation to invest in any particular investment strategy and should not be relied upon in 

making an investment decision. There is no guarantee that the investment strategies presented herein will work under all market conditions and investors should 

evaluate their ability to invest for the long-term. Each investor should select asset classes for investment based on his/her own goals, time horizon and risk toler-

ance. The information contained in this report is for informational purposes only and should not be deemed investment advice. Although information has been 

obtained from and is based upon sources OPCM believes to be reliable, we do not guarantee its accuracy and the information may be incomplete or condensed. 

Past performance is not indicative of future results. Inherent in any investment is the possibility of loss.  
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Source: Bankrate.com 

Average Money Market Fund 0.78% 10 Yr. AAA Muni Bond 1.47%

5 Yr. AAA Muni Bond 1.28%
10 Yr. AA Corporate 

Bond—Long Term
2.39%

5 Yr. AA Corporate 

Bond—Intermediate
1.98% 10 Yr. U.S. Treasury 1.68%

30 Yr. Fixed Rate Mortgage 

(Conforming)
3.72%

Bond Market Yields 9/30/2019

Source: Wall Street Journal 
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