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Since the end of October, the yield on the 10-year Treasury fell more than 1% and as of writing stands at 2.12%.  
The drop resulted in the yield curve inverting between the 3-month and 10-year maturities, and the 2-year yield 
is getting dangerously close to also surpassing the 10-year. This dramatic decline and inversion made investors 
nervous that a recession was on the horizon and caught most economists off-guard. In both 4Q and 1Q the 10-year 
yield ended lower than the average forecast from the Bloomberg consensus by about 0.4%. 2Q is on track to be 
even worse as the yield may fall below the forecasted low from the survey.  

Towards the end of 2018, most believed the 10-year would rise thanks to continued growth and further rate hikes by 
the Fed. However, volatility and ongoing concerns about tariffs have pushed investors into safe-haven assets. This 
was further fueled by the weaker than expected job reports and most now believe the Fed will likely cut interest 
rates at least once before the end of the year.  As a result, some institutions revised their forecasts for the remainder 
of 2019, going as low as 1.75% for the 10-year. That said, there is still a great deal of uncertainty and rates could 
just as easily rebound should we get more positive economic data, if the Fed chooses not to decrease rates, or if 
there is a resolution to the trade conflict. Overall, this serves as a reminder to investors that timing the market is an 
imperfect science and even experts can miss the mark by a wide margin. We continue to encourage clients to stick 
to their investment policies, invest for the long-term, and follow a disciplined rebalancing routine.

When the Experts Are Wrong
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Chart of the Week
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Forecasting is an imperfect science, even for experts
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The sources of information used in this report are believed to be reliable. Marquette Associates, Inc. has not independently 

verified all of the information and its accuracy cannot be guaranteed. Opinions, estimates, projections and comments on 

financial market trends constitute our judgment and are subject to change without notice. This material is not financial advice 

nor an offer to purchase or sell any product. References to specific securities are for illustrative purposes only and do not 

constitute recommendations. Past performance does not guarantee future results. 

About Marquette Associates

Marquette Associates is an independent investment consulting firm that guides institutional investment programs with a 

focused client service approach and careful research. Marquette has served a single mission since 1986 – enable institutions 

to become more effective investment stewards. Marquette is a completely independent and 100% employee-owned 

consultancy founded with the sole purpose of advising institutions. 

For more information, please visit www.marquetteassociates.com.


