
Will Andrews: This is Will Andrews, Digital Content Editor for lordabbett.com. Like everyone else 
in the financial markets, we’ve been following recent developments in interest rates very closely, 
from an inverted yield curve to the likelihood of interest-rate cuts by the U.S. Federal Reserve. What 
could a falling-rate environment mean for investments? Here to help me answer that question is 
Lord Abbett Product Strategist Trent Houston, who specializes in equities. Trent, thanks for stopping 
by once again. 

Trent Houston: Absolutely, Will.

Andrews: Trent, you recently wrote a piece for lordabbett.com about where investors might find 
opportunities when interest rates are falling. Before we discuss specific asset classes, tell us a bit 
about what makes the current U.S. rate environment unique. 

Source Lord Abbett: Dividend Growers are defined as companies in the S&P 500 Index or S&P 400® Index that paid a dividend and increased their  yearly dividend 
payout for 10 consecutive years. *Measured by a decline of 100 basis points (bps) or more on the 10-Year Treasury yield since 2016.
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Two Equity Choices
for a Falling-Rate World
In a recent podcast, equity strategist Trent Houston discussed how specific categories of  
high-growth and dividend-paying stocks may be well positioned for a time of lower interest rates.

[Note: The following is an edited transcription of a podcast interview that was recorded on July 2, 2019. 
The podcast recording can be accessed here.] 

Table 1. 
Historically, Dividend Growers Have Performed Well in Some Declining-Rate Periods
Performance of dividend growers during the three most recent periods of declining interest rates*

Period
Dividend 

Growers Return
S&P 500
Return

Relative 
Performance

1/4/16-7/8/16 12.32% 5.45% 6.87%

3/13/17-9/7/17 4.00% 4.86% -0.86%

11/7/18-6/3/19 2.37% -1.24% 3.61%
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Houston: So as has been discussed previously, we are now in the midst of the longest expansion in 
U.S. history. While the duration of this bull market may give investors pause, economic fundamentals 
in general remain fairly supportive for U.S. investors.

So that in and of itself makes this particular environment unique. When you factor in the potential 
for a rate cut, amid this continued expansion—and alongside the reasonably supportive fundamen-
tals—you certainly can see how we may be approaching uncharted territory.

Andrews: We find ourselves in a position where rates are falling and the Fed is set to tighten by 25 
basis points according to the Fed fund futures tracked by Bloomberg, and yet U.S. economic growth 
remains solid. That’s not typically the case.

Houston: No, it certainly isn’t. Typically we find that expansions are usually undercut by either 
tighter monetary policy or by the bursting of a bubble. Without signs of an obvious bubble on the 
horizon and the potential for monetary easing rather than tightening, it would seem like the current 
expansion may have further support. Historically, of course, falling rates and monetary easing typi-
cally come in the aftermath of an expansion rather than alongside one.

Andrews: Trent, in your recent article, one of the asset classes you mentioned is high-growth 
stocks, a category we’ve spotlighted before. What makes these equities attractive in the current 
economic environment?

Houston: Leaving aside falling rates and monetary easing for a second, high-growth stocks have 
benefited as moderating economic and earnings growth has made the growth rates of these dynamic 
stocks look relatively more attractive. This, of course, requires that these fast-growing companies 
continue to execute, but with the technological boom still raging, we think there are many tailwinds in 
place to see high-growth companies continue to disrupt industries and grab market share. As such, 
their stocks should continue to lead the market higher over the long term.

Andrews: How could an extended period of low interest rates play into that scenario?

Houston: So long as we continue to have that supportive economic backdrop that we discussed 
earlier, lower interest rates can benefit high-growth stocks. 

In general, we find that growth stocks tend to be long-duration investments by their nature with 
investors pricing in years, if not decades, of future growth into the share prices of these stocks. Lower 
long-term interest rates, therefore, make the long-term return potential of these dynamic fast-grow-
ing stocks more attractive as a result.

Andrews: I guess that also plays into a concept that your colleague Brian Forester recently dis-
cussed with us, and that’s operating momentum and that’s a key feature of the growth stocks that 
Lord Abbett is looking for in its portfolios. Tell us a little bit about this concept of operating momentum.

Houston: As we mentioned earlier, the growth rates of high-growth stocks relative to a moderating 
growth backdrop across the economy and market as a whole, make fast-growing stocks relatively 
attractive for investors. However, these fast growing companies must continue to deliver on their pro-
jected growth rates in order to live up to their promise, which is why it’s imperative to own high-growth 
companies that are more than just promising, but are actually executing on this potential as well. This 
is what we mean when we refer to operating momentum in our investment process.

Andrews: Let’s switch gears here for a bit. You’ve also mentioned the potential appeal of dividend 
growth stocks when rates are low. Tell us a bit about these dividend growers and some of their key 
characteristics. What might investors be looking for?

Houston: As discussed earlier, historically, falling rates have been associated with equity market 
uncertainty—usually the aftermath of a bubble or the end of the expansion. In this scenario, high 
quality dividend growers, stocks of companies with a history of consistently paying and growing their 
dividends, have tended to be among the best performers in such an environment, helping to mitigate 
volatility and providing investors with a relatively attractive income stream as rates come down.

Andrews: Tell us a bit about these stocks in terms of quality. Are these stocks, because of their long 
history of paying dividends and, perhaps having solid management over time … what does that tend to 
say about their standing and their potential appeal for investors?
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Houston: We tend to call dividend growers, more frequently, “blue chip” companies. You find that there’s a high overlap between these 
high-quality blue chip companies and companies that have sustained dividend growth over the long term. Obviously, blue chip companies 
have a history of not only weathering bouts of volatility, but participating in market rebounds. They’ve been around for decades. So that’s 
really the type of company you tend to find associated with a dividend growth profile.

Andrews: Trent, there’s a graphic that our listeners can see on the page that accompanies this podcast on lordabbett.com—it’s a table 
showing how dividend growers have performed versus the S&P 500® Index during the three most recent periods of declining rates. Now, 
of course, past performance is no guarantee of future results, [but] the showing was eye-opening. Give us a quick recap of that.

Houston: We looked at these recent declining-rate periods as you said, and the way we defined them was by periods in which the yield 
on a 10-year U.S. Treasury [note] declined by more than 100 basis points. And in these three periods that all occurred since the start of 2016, 
we found that dividend growers—companies with a history of paying and growing their dividend—outperformed the S&P 500 in two of the 
three periods. And when you averaged out all three periods, [they outperformed the S&P 500] by over 3% on average. So we found, of 
course, that not only did dividend growers live up to their theoretical promise as blue chip, high quality companies, but during these periods 
of rate uncertainty, declining rates, that they held up remarkably well when compared to the broader market.

Andrews: Trent, as I’ve mentioned, we’ve been following the interest rate moves very closely. Your colleague Steve Hillebrecht has written 
a related piece on how fixed-income investments have fared. You can look for that one on lordabbett.com as well. To wrap things up, what 
should equity investors be thinking about as they look at the U.S. equity indexes trading near record highs—even as the Federal Reserve is 
set to cut rates?

Houston: It’s an interesting period for sure. As we now enter the longest expansion in U.S. history with headlines ranging from trade fears 
to the inverted yield curve dominating market discourse, it is understandable that investors may be concerned about where we stand in the 
grand scheme of things. 

On the surface, however, as we touched on today, reasonably supportive fundamentals and the potential for monetary easing may 
continue to provide a tailwind to equities when we’ve finished 2019. And with that in mind, some of the investments that have continued to 
perform well in the last few years, like high-growth stocks, may be well positioned to continue to benefit. And again, if we see some market 
choppiness emerge as we’ve seen in past falling-rate periods, dividend growers have historically have been that real bellwether to help 
weather that volatility

Andrews: This has been a lot of great information, Trent. Thanks once again for spending some time with us today.

Houston: Absolutely, Will. Thanks for having me.

Announcer: Please drop us a line on social media or visit our website at LordAbbett.com. Our audio podcasts are available on iTunes, 
Spotify, TuneIn, and other major streaming media services. Thanks for listening. 
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Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett funds. This and other important information is 
contained in each fund’s summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord Abbett mutual fund, contact your 
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IMPORTANT INFORMATION
Dividends are not guaranteed and may be increased, decreased or suspended altogether at the 

discretion of the issuing company. 
Dividend policy: A stock is classified as a dividend payer if it paid a cash dividend anytime 

during the previous 12 months, a dividend grower if it initiated or raised its cash dividend at any 
time during the previous 12 months, and non-dividend payer if it did not pay a cash dividend at any 
time during the previous 12 months. 

Dividend growers are defined as companies in the S&P 500® Index or S&P 400® Index that 
paid a dividend and increased their yearly dividend payout for 10 consecutive years.

High quality stocks are defined by Lord Abbett as those with consistent long-term dividend 
growth. These stocks are often market leaders with stable business models, strong balance 
sheets, and management teams committed to shareholders.

A basis point is a financial unit of measurement that is 1/100th of 1%. 
The S&P 500® Index is widely regarded as the standard for measuring large cap U.S. stock 

market performance and includes a representative sample of leading companies in leading 
industries.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available 
for direct investment.

Investing involves risk, including the loss of principal. The value of investments in fixed-income 
securities will change as interest rates fluctuate and in response to market movements. Generally, 
when interest rates rise, the prices of debt securities fall, and when interest rates fall, prices 
generally rise. The municipal market can be affected by adverse tax, legislative, or political 
changes, and by the financial condition of the issuers of municipal securities. Investments in 
foreign or emerging market securities, which may be adversely affected by economic, political, or 
regulatory factors and subject to currency volatility and greater liquidity risk. The value of invest-
ments in equity securities will fluctuate in response to general economic conditions and to 
changes in the prospects of particular companies and/or sectors in the economy. 

No investing strategy can overcome all market volatility or guarantee future results.

Market forecasts and projections are based on current market conditions and are subject to 
change without notice. Projections should not be considered a guarantee.

Past performance is no guarantee of future results.
The views and opinions expressed by the Lord Abbett speaker are those of the speaker as of the 

date of the broadcast, and do not necessarily represent the views of the firm as a whole. Any such 
views are subject to change at any time based upon market or other conditions and Lord Abbett 
disclaims any responsibility to update such views. This material is not intended to be relied upon 
as a forecast, research or investment advice. It is not a recommendation, offer or solicitation to buy 
or sell any securities, or to adopt any investment strategy. Neither Lord Abbett nor the Lord Abbett 
speaker can be responsible for any direct or incidental loss incurred by applying any of the informa-
tion offered.

The information provided herein is not directed at any investor or category of investors and is 
provided solely as general information about our products and services and to otherwise provide 
general investment education. No information contained herein should be regarded as a suggestion 
to engage in or refrain from any investment-related course of action as Lord, Abbett & Co LLC (and 
its affiliates, “Lord Abbett”) is not undertaking to provide impartial investment advice, act as an 
impartial adviser, or give advice in a fiduciary capacity with respect to the materials presented 
herein. If you are an individual retirement investor, contact your financial advisor or other non-Lord 
Abbett fiduciary about whether any given investment idea, strategy, product, or service described 
herein may be appropriate for your circumstances.

The opinions in Market View are as of the date of publication, are subject to change based on 
subsequent developments, and may not reflect the views of the firm as a whole. The material is not 
intended to be relied upon as a forecast, research, or investment advice, is not a recommendation 
or offer to buy or sell any securities or to adopt any investment strategy, and is not intended to 
predict or depict the performance of any investment. Readers should not assume that investments 
in companies, securities, sectors, and/or markets described were or will be profitable. Investing 
involves risk, including possible loss of principal. This document is prepared based on the informa-
tion Lord Abbett deems reliable; however, Lord Abbett does not warrant the accuracy and com-
pleteness of the information. Investors should consult with a financial advisor prior to making an 
investment decision.


