
Chart 1. The 10-Year U.S. Treasury Yield Recently Dipped to Multi-Year Lows
Data for the period January 4, 2016–September 13, 2019

Source: Bloomberg. Data as of September 13, 2019.
The historical data are for illustrative purposes only, do not represent the performance of any specific portfolio managed by Lord Abbett or any particular investment, and are not intended to predict or depict future results. 
Investors may experience different results.
Past performance is not a reliable indicator or guarantee of future results. 1
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What areas of the market should investors be thinking about with rates near record lows in the 
United States—and in negative territory in much of the rest of the world? 
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With recent news that yields on more than $17 trillion of global debt had fallen below zero (based on 
Bloomberg data), and that the yield on the 10-year U.S. Treasury note had dipped to the lowest level 
since 2016 (Chart 1), investors’ ability to navigate a low interest-rate environment has taken on added 
urgency. (We’ll have more on the potential implications of negative interest rates in next week’s Market 
View.) For many investors, the yield question features another dimension: generating sufficient 
tax-free income as the effect of tax-law changes continues to reverberate in the United States.

We often get questions from advisors and investors about possible approaches to these issues. Indeed, 
we have written extensively about these topics in Market View and other sections of lordabbett.com. 
This week, we decided to summarize our experts’ views by focusing on five key areas of opportunity we 
think investors may want to consider. 

1. DIVIDEND GROWERS
Historically, falling rates have been associated with equity market uncertainty. But high-quality 
dividend growers (stocks of typically blue-chip 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.

“Dividend growers tend to be blue-chip companies with stable businesses whose stocks have a 
history of not only weathering bouts of volatility but also participating in market rebounds. Naturally, 
investor demand for these equities might increase during periods of uncertainty.”
—Trent Houston, Lord Abbett Product Strategist

2. GROWTH STOCKS
Contrary to what some investors may think, growth stocks don’t depend on strong economic growth 
for their success, but have specific characteristics related to the company’s own business prospects. 
As such, stocks of high-growth companies typically generate earnings in all economic environments.  
Investment success will tend to be less driven by cyclical economic factors, and more about success-
ful implementation of the company’s business plans, and these types of stocks historically speaking 
tend to outperform the rest of the market during periods of low returns and low economic growth.

“Today, there is a good argument to be made that low-volatility or ‘safety’ stocks might carry greater 
risk for investors in the long term, since their multiples have expanded but their prospects for under-
lying organic growth have not. You could counter that investing in the stocks of innovative, high-
growth companies may be a more compelling opportunity for the next 10 to 20 years.”
—Brian Foerster, Lord Abbett Investment Strategist

3. TAX-FREE INCOME
Last year, more money flowed into short- and intermediate-term municipal bond mutual funds, 
according to Lipper, reflecting concerns about rising interest rates. This year, individual investors 
have shown particular interest in the longer-term sector of the muni market, perhaps reflecting a 
greater degree of comfort with the direction of interest rates – i.e. down, not up. Of course, even as 
market conditions change (especially supply and demand dynamics), the benefits from the tax 
exemption of municipal bond interest have remained constant.

“The positive performance in the tax-free sector year-to-date in 2019 has greatly benefited investors. 
We believe that current supply/demand dynamics are likely to continue to provide solid support for 
the municipal bond market.”
—Dan Solender, Lord Abbett Partner and Director of Municipal Bonds
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4. EMERGING MARKET BONDS
For investors willing to take on some credit risk, emerging market (EM) bonds offer the potential for 
attractive incremental yield opportunities. With global central banks moving in near-total synchrony 
to lower key interest rates, we expect an increase in demand for higher yielding EM bonds. 

“Easier financial conditions have been almost always positive for emerging-market debt, especially 
when interest-rate differentials are growing larger between advanced and emerging markets.” 
—John Morton, Lord Abbett Portfolio Manager, Emerging Markets Debt

5. MULTI-SECTOR BOND STRATEGY
More risk-averse investors may want to consider a diversified multi-sector strategy that includes an 
allocation to high yield (where both yields and valuations, in our view, remain attractive), as well as 
investment-grade corporate bonds, securitized products, and government-related securities.

“A multi-sector bond strategy may allow investors to participate in a potentially positive environ-
ment for high yield, but with the flexibility to adjust allocations to react to shifts in the market 
environment.”
—Stephen Hillebrecht, Lord Abbett Product Strategist
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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 
investment professional or Lord Abbett Distributor LLC at 888-522-2388, or visit us at lordabbett.com. Read the prospectus carefully before you invest.

A Note about Risk: 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. Fixed-income investments are subject to various other risks 
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate 
events, tax ramifications and other factors. Lower-rated securities are subject to greater credit risk, default 
risk, and liquidity risk. Treasuries are debt securities issued by the U.S. government and secured by its full faith 
and credit. Income from Treasury securities is exempt from state and local taxes. Although U.S. government 
securities are guaranteed as to payments of interest and principal, their market prices are not guaranteed and 
will fluctuate in response to market movements. The municipal bond market may be impacted by unfavorable 
legislative or political developments and adverse changes in the financial conditions of state and municipal 
issuers or the federal government in case it provides financial support to the municipality. Income from the 
municipal bonds held could be declared taxable because of changes in tax laws. Certain sectors of the munic-
ipal bond market have special risks that can affect them more significantly than the market as a whole. 
Because many municipal instruments are issued to finance similar projects, conditions in these industries can 
significantly affect an investment. Income from municipal bonds may be subject to the alternative minimum 
tax. Federal, state and local taxes may apply. Investments in Puerto Rico and other U.S. territories, common-
wealths, and possessions may be affected by local, state, and regional factors. These may include, for example, 
economic or political developments, erosion of the tax base, and the possibility of credit problems. Investing in 
international denominated and/or domiciled securities may involve heightened risk due to currency fluctua-
tions, and economic and political risks, which may be enhanced in emerging markets. The securities markets 
of emerging countries tend to be less liquid, especially subject to greater price volatility, have a smaller market 
capitalization, have less government regulation and may not be subject to as extensive and frequent account-
ing, financial and other reporting requirements as securities issued in more developed countries. The value of 
investments 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. There is no guarantee that these invest-
ment strategies will work under all market conditions or are suitable for all investors and each investor should 
evaluate their ability to invest long-term, especially during periods of downturn in the market.

Neither diversification nor asset allocation can guarantee a profit or protect against loss in declining markets.

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

This Market View may contain assumptions that are “forward-looking statements,” which are based on certain 
assumptions of future events. Actual events are difficult to predict and may differ from those assumed. There 
can be no assurance that forward-looking statements will materialize or that actual returns or results will not 
be materially different from those described above.

Treasuries are debt securities issued by the U.S. government and secured by its full faith and credit. Income 
from Treasury securities is exempt from state and local taxes.

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 any time 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.

A bond yield is the amount of return an investor will realize on a bond. Though several types of bond yields can 
be calculated, nominal yield is the most common. This is calculated by dividing the amount of interest paid by 
the face value.

The information provided is not directed at any investor or category of investors and is provided solely as 
general information about Lord Abbett’s products and services and to otherwise provide general investment 
education. None of the information provided should be regarded as a suggestion to engage in or refrain from 
any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide 
impartial investment advice, act as an impartial adviser, or give advice in a fiduciary capacity. If you are an 
individual retirement investor, contact your financial advisor or other fiduciary about whether any given invest-
ment idea, strategy, product or service 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 securi-
ties 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 information Lord Abbett deems reliable; however, Lord Abbett does not warrant the 
accuracy and completeness of the information. Investors should consult with a financial advisor prior to making 
an investment decision.
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