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History of Interest Rates
January 1926-December 2020
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Long-Term Government Bonds’ Downturns and Recoveries
January 1926-December 2020
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Long-Term Government Bonds’ Downturns and Recoveries

January 1926-December 2020

Downturn % Loss

19 months -10.9 Jun 58-Dec 59
40 months -18.8

21 months -10.4 Dec 72-Aug 74
27 months -21.0 Jul 79-Sep 81
13 months -10.3 May 83-May 84
7 months -134 Mar 87-Sep 87
9 months -12.1 Feb 94-Oct 94
15 months -10.4 Oct 98-Dec 99
2 months -11.2 Jun 03-Jul 03
12 months -14.9 Jan 09-Dec 09
5 months 1.4 Sep 10-Jan 11
17 months -15.3 Aug 12-Dec 13
5 months -10.6 Feb 15-Jun 15
27 months -15.4 Aug 16-0ct 18
16 months -133

Jun 70-Mar 71

Sep 74-Dec 74

Jun 84-Sep 84

[
- Oct 87-Jan 88
- Nov 94-May 95
. Aug 03-Sep 04
_ Jan 10-Oct 10
- Feb 11-Aug 11
- Jul 15-Feb 16
=

Oct 81-Jul 82

Nov 18-May 19

Average

Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index. © Morningstar 2021

and Precision Information, dba Financial Fitness Group 2021. All Rights Reserved.

Recovery

12 months
10 months
4 months
10 months
4 months
4 months
7 months
7 months
14 months
8 months
7 months
10 months
8 months

5 months

8 months

IRO3

MORNINGOTAR

@ Financial Fitness Group



Intermediate-Term Government Bonds’ Downturns and Recoveries
As of January 1926-December 2020
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Intermediate-Term Government Bonds’ Downturns and Recoveries
January 1926-December 2020
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Fixed-Income Mutual Fund Assets by Duration
December 2020

Percentage of U.S. Fixed Income Mutual Fund Assets Invested at Different Durations
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Core Versus Noncore Fixed Income
January 2005-December 2020 (quarterly)

Correlation Correlation
Core Bond Categories S&P 500 Barclays Aggregate Bond Noncore Bond Categories S&P 500 Barclays Aggregate Bond
Intermediate-term bond 0.87 High-yield bond 0.76 023
Intermediate-term-plus bond 0.83 Multisector bond 072
Intermediate government -0.14 093 Bank loan 0.04
Inflation-protected bond 072 Nontraditional bond 072 0.22
Corporate bond 0.74 Emerging-markets bond 0.68
Long-term hond 0.88 Emerging-markets local-currency
Long government -0.30 0.82 Preferred stock
World bond
World bond-USD hedged 077
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Cumulative Flows During the Past Four Periods of Rising Interest Rates

January 1993 — December 2020
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Large-Stock Dividend Yield Versus 10-Year Treasury Yield
January 1871 — December 2020
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Monetary Policy Classification System

The following slides examine periods of expansive, restrictive, or indeterminate monetary policy:

» Expansive: A period when the Federal Reserve decreased the discount rate and followed it up with actions
that resulted in decreases in the federal-funds rate. Since 1955, Fed policy has followed an unconstrained
or expansive policy approximately 30% of the time.

» Restrictive: A period when the Federal Reserve increased the discount rate and followed it up with actions
that resulted in increases in the federal-funds rate. Since 1955, Fed policy has followed a constrained or
restrictive policy approximately 33% of the time.

» Indeterminate: A period when the discount rate and the federal-funds rate are moving in opposite directions.
The Federal Reserve’s intentions can't be clearly determined. This classification captures the remaining
37% of months.

Source: Johnson, R., Jensen, G., & Garcia-Feijoo, L. 2015. Invest With the Fed: Maximizing Portfolio Performance
by Following Federal Reserve Policy. (New York: McGraw-Hill Education).
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Average Performance of Asset Classes During Different Federal Reserve Regimes
February 1972-December 2020
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Average Performance of Fixed-Income Sectors During Different Federal Reserve Regimes
(May 1955-December 2020)
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Inflation, Not Rising Rates, Is the Biggest Bond Threat in the Long Term

Intermediate-Term Government Bonds, January 1926-December 2020
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Disclosure: This material is of a general nature and should not be construed as investment advice. All information is at a point in time, it
may or may not have changed based on the advisor’s opinions, Morningstar and or any other limitations. Morningstar and ARWA does
not guarantee the accuracy of the information provided. ARWA will provide all prospects and or clients with the firms ADV part 2, A or B
sections. Past performance or holdings are not indicative of present or future results. Morningstar and or ARWA may or may not have
implemented any of the above strategy or processes. This information is provided for educational purposes only. ARWA or its
employees do not provide legal or tax advice. Please call Atlantic Retirement & Wealth Advisors LLC at 877-774-3892 with questions.
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