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 Financial market volatility is back with a vengeance. 
 In times like these, we like to remind investors that our low-turnover laddered bond portfolios can provide stability. 
 These portfolios have a strong track record of delivering steady and predictable streams of income. 
 
 

Financial market volatility is back with a vengeance. In 
the first five business days following the July 31 Federal 
Open Market Committee (FOMC) meeting, the S&P 500 
Index fell by 3.25% and 10-year U.S. Treasury Yields 
declined nearly 30 basis points to yield 1.735%.  
 
The spike in market volatility began immediately after the 
FOMC announced its decision to reduce the federal-
funds rate (the interest rate banks charge each other for 
overnight loans) for the first time since September 2007. 
The 0.25% reduction in itself was not necessarily what 
triggered the instability, as the FOMC’s decision came 
as no surprise to investors.  
 
The market was, however, caught off guard by 
comments that Federal Reserve (Fed) Chairman Jerome 
Powell made at his post-meeting news conference.  He 
made it clear that the decreased rate was not 
necessarily the start of a new cycle of reductions—that it 
should be viewed as nothing more than a mid-cycle 
adjustment.  
 
Further surprising an already unsteady market, 
President Donald Trump announced on August 1—one 
day after the FOMC meeting—that the U.S. will begin 
imposing a 10% tariff on the remaining $300 billion of 
yet-to-be-tariffed goods and products imported from 
China beginning in September. Two days this 
announcement, China allowed its currency to fall in 
value versus the U.S. dollar by about 3%. This sharp 
drop drew additional attacks from President Trump as he 
accused China of currency manipulation (that is, 
intentionally lowering the value of its currency in order to 
make its exports more competitive). 
 
 
 

The increase in trade tensions between the U.S. and 
China—and their impact on global economic activity and 
currency markets—has begun spilling over into other 
major economies. U.S.-based investors woke up on 
August 7 to news that policy makers in New Zealand, 
India and Thailand all cut interest rates. Coupled with an 
increasing level of uncertainty around a “no deal” Brexit 
scenario in the U.K., these developments are putting 
additional downward pressure on global interest rates.  
 
Nervous Investors Seek Calm in Bonds 
 
Global financial markets are on edge. The risk of the 
U.S.-China trade war shifting into a full-blown currency 
war is rising. As a result, many investors are seeking the 
relative safety of global government bonds as they flee 
global equities and other riskier asset classes. 
 
In times like these, we like to remind investors of the 
stability that our low-turnover laddered bond portfolios 
can provide. They are designed to mitigate interest-rate 
risk while simultaneously seeking a steady stream of 
predictable income. We construct our laddered bond 
portfolios by using investment-grade (high-quality) fixed-
income securities that are vetted by a team of 
experienced portfolio managers and analysts. As a 
result, our portfolios have a strong track record of 
delivering steady and predictable streams of income 
regardless of market environment. 
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Definitions 
 
Basis point: One basis point equals one hundredth of one percent.  
 
S&P 500 Index: The S&P 500 Index is an unmanaged, market-capitalization- weighted index that consists of 500 of the 
largest publicly-traded U.S. companies and is considered representative of the broad U.S. stock market.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Important Information 
 
This material represents an assessment of the market environment at a specific point in time and is not intended to be a 
forecast of future events, or a guarantee of future results. This information should not be relied upon by the reader as 
research or investment advice and is intended for educational purposes only.    

There are risks involved with investing, including loss of principal. Diversification may not protect against market risk.  
Bonds and bond funds will decrease in value as interest rates rise.   
SEI Fixed Income Portfolio Management is a team within SEI Investments Management Corporation (SIMC).  
 
Information provided by SEI Investments Management Corporation, a wholly owned subsidiary of SEI Investments 
Company. Neither SEI nor its subsidiaries is affiliated with your financial advisor.  


