
NEWSLETTER MILESCapital
EDUCATION

PARTNERS 
& SPONSORS

DOUG EARNEY, CFA
Director, Fixed Income
(515) 224-2703  |  dearney@miles-capital.com

PROFESSIONALS
AMY MITCHELL
Managing Director,
Head of Government 
Entities

ANITA TRACY
Senior Fund Services 
Administrator

DOUG EARNEY, CFA
Director, Fixed Income 

WALT STUBBINGS, CFA
Fixed Income 
Portfolio Manager

GWEN GOSSELINK
Chief Compliance Officer

For institutional investors only. Not to be used for retail investors. 
Market commentary presented herein reflects our opinion as of the date 
of this material, is subject to change without notice, and is provided for 
informational purposes only.

EVENTS
WEBINAR 
ISFIS Cash Management 
www.iowaschoolfinance.com/
webinars

JULY 25 
IACCT Annual Conference 
Iowa Association of 
Community College Trustees

HOLIDAYS 
 
SEPTEMBER 2 
Labor Day 

OCTOBER 14
Columbus Day

It may be a broken record at this point, but 
volatility ruled the day within the fixed income 
markets during the second quarter.   Some 
volatility was created by external market 
factors such as trade negotiations and political 
disruptions (e.g. Brexit).  However, a growing 
source of volatility for investors is the ongoing 
debate regarding if/when the U.S. Federal 
Reserve (Fed) and other global central banks 
will begin to cut interest rates later this year.  
The timing and magnitude of any cuts could 
have wide ranging implications for fixed income 
investors.

The market factor most impacted by volatility 
over the past quarter was interest rates which 
experienced their highest levels of volatility in 
nearly three years. Interest rates, as measured 
by the 10 year U.S Treasury Note, declined 
significantly over the quarter and ended at 2.01 
percent, which was 0.40 percent lower than 
where it ended the previous quarter and over 
0.68 percent lower from the beginning of the 
year.  Short term interest rates declined even 
further as the market begin pricing in more 
potential future rate cuts by the Fed.
 
Declining interest rates resulted in strong 
absolute performance for most fixed income 
sectors during the quarter.  The Bloomberg 
Barclay’s Aggregate index (Agg), a broad 
measure of the investment grade U.S. bond 
market, rose by 3.08 percent for the second 

quarter and is up over 6 percent year-to-date.  
A return of 6 percent for the Agg has only been 
exceeded twice in the last ten calendar years.

A few major fixed income sectors, such as 
corporate and municipal bonds, managed to 
outperform similar duration U.S. Treasuries 
for the quarter while other sectors such as 
mortgage-backed securities and agency bonds 
underperformed due to their heightened 
sensitivity to interest rate volatility.  Within 
the corporate sector, lower quality and longer 
duration slightly outperformed higher quality 
and shorter duration segments of the sector.
  
In the coming months and quarters the fixed 
income markets will be heavily influenced by 
the direction and timing of interest rate moves.  
Those rate changes will be dictated by the path 
of economic activity and by the Fed and other 
global central banks. Miles Capital forecasts 
slower growth ahead for the U.S. This type of 
environment could cause the Fed to cut rates 
1-2 times over the remainder of 2019. However,  
barring any major shocks from external market 
factors, we may see less volatility in the second 
half of the year.
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