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Market Divergence

MOVE Index 1-5 Year Corporate Spread

Historical Yield Curve
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U.S. Economic Indicators
FEATURED MARKET DATA
Bond Market Volatility

RECENT NEWS
What is the Fed to Do?

The U.S. Treasury market experienced a surge in volatility in August as 
displayed by the Merrill Lynch MOVE Index. Despite this volatility, corporate 
spreads widened only modestly. The chart below shows that when market 
volatility increased in the 4th quarter of 2018, yields on 1-5 year corporate 
bonds widened to more than 100 basis points above similar dated Treasuries. 
Such widening in spreads is expected when uncertainty increases. The fact 
that news driving Treasury prices down occurred in August, a time of normally 
light trading activity, is a likely contributor to this divergence. Technical factors 
related to trading strategies also might have exacerbated the decrease in 
Treasury prices. Regardless of the cause, we expect market volatility to remain 
high as we continue into the Fall.
Source: Bloomberg, Wall Street Journal 

Minutes of the July 30-31 Federal Open Market Committee characterized the 
rate cut as a “recalibration of the stance of policy, or mid-cycle adjustment.” 
However, minutes also showed o�  cials are divided about what steps to 
take. Several o�  cials favored holding rates steady based on good economic 
conditions. Two o�  cials, however, favored a more aggressive half-point cut, 
which they said would better address “stubbornly low” in� ation. Following 
the release of the minutes, markets priced in a smaller chance of a half-point 
cut in September. Since then, weaker data and growing trade uncertainty 
have pushed those chances to near 23 percent.

Event Event Date Period Survey Actual
Prior / 

Revised (R)

Retail Sales Ex. Auto 08/15/19 JUL 0.4% 1.0% 0.3% (R)

Chicago Fed National 
Activity Index 08/26/19 JUL 0 -0.36 0.03 (R)

Durable Goods Orders 
Ex. Transportation 
(MoM)

08/26/19 JUL 0.0% -0.4% 0.8% (R)

Consumer Con� dence 08/27/19 AUG 129.0 135.1 135.8 (R)

Personal 
Consumption 
Expenditure (PCE) 
(YoY)

08/30/19 JUL 1.4% 1.4% 1.3% (R)

Core PCE (YoY) 08/30/19 JUN 1.6% 1.6% 1.6%

ISM Manufacturing 09/03/19 AUG 51.3 49.1 51.2

Change in Nonfarm 
Payrolls 09/06/19 AUG 160K -- 164K

Unemployment Rate 09/06/19 AUG 3.7% -- 3.7%

Source:  www.federalreserve.gov

Source: Bloomberg Finance L.P. 9/3/19

Source: Bloomberg
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This document was prepared by Prudent Man Advisors, LLC for clients of the � rm and its a�  liated PMA entities, as de� ned below. It is being provided for informational and/or educational 
purposes only without regard to any particular user’s investment objectives, � nancial situation or means. The content of this document is not to be construed as a recommendation, solicitation 
or o� er to buy or sell any security, � nancial product or instrument, or to participate in any particular trading strategy in any jurisdiction in which such an o� er or solicitation, or trading strategy 
would be illegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or pro� tability of any security or investment. Although the information 
contained in this document has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. It is understood that 
PMA is not responsible for any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any 
kind. 
Securities, public � nance services and institutional brokerage services are o� ered through PMA Securities, LLC.  PMA Securities, LLC is a broker-dealer and municipal advisor registered with the 
SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, LLC, an SEC registered investment adviser, provides investment advisory services to local government investment 
pools and separate accounts. All other products and services are provided by PMA Financial Network, LLC, PMA Financial Network, LLC, PMA Securities, LLC and Prudent Man Advisors, LLC 
(collectively “PMA”) are under common ownership.
Securities and public � nance services o� ered through PMA Securities, LLC are available in CA, CO, FL, GA, IL, IN, IA, KS, MI , MN , MO , NE, OH, OK, PA, SD, TX and WI. This document is not an o� er 
of services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation to purchase or sell securities, 
which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA 
and its employees do not o� er tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment 
decisions. Additional information is available upon request.
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