
lordabbett.com/marketview 1

Mar. 1991 to
Mar. 2001

120
MONTHS

Jun. 2009 to
????

113
MONTHS

Nov. 2001 to
Dec. 2007

73
MONTHS

Nov. 1982 to
Jul. 1990

92
MONTHS

Mar. 1975 to
Jan. 1980

58
MONTHS

Jul. 1980 to 
Jul. 1981

12
MONTHS

Feb. 1961 to
Dec. 1969

106
MONTHS

May 1954 to
 Aug. 1957

39
MONTHS

Oct. 1949 to
Jul. 1953

45
MONTHS

Oct. 1945 to 
Nov. 1948

37
MONTHS

Nov. 1970 to 
Nov. 1973

36
MONTHS

Apr. 1958 to 
Apr. 1960

24
MONTHS

The current U.S. expansion is only months away 
from breaking the previous record for longevity.
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MARKET VIEW
INVESTMENT ROUNDTABLE: SETTING THE SCENE FOR 2019

In the first of a three-part series, Lord Abbett investment leaders analyze the factors that drove  
the market in 2018, and that may be poised to influence investments in the coming year. 

 MONDAY, DECEMBER 03, 2018

LORD ABBETT

CHART 1. WILL THE CURRENT U.S. EXPANSION BREAK THE LONGEVITY RECORD?
LENGTH (IN MONTHS) OF U.S. ECONOMIC EXPANSIONS FOR INDICATED PERIODS

Source: National Bureau of Economic Research. Data as of October 31, 2018.

IN BRIEF

n Once again, we convened five Lord Abbett investment leaders for a roundtable discussion, 
this time to discuss the investing environment of 2018, the outlook for 2019, and strategies 
for the coming year.

n Our panel represents a wide range of our firm’s investment disciplines: multi-asset strate-
gies, U.S. equities, U.S. taxable fixed income, emerging markets, and municipal bonds. 

n In the first installment of our three-part series, our experts explore how developments in 
corporate earnings, trade, and interest-rate moves influenced key investment categories  
in 2018.
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INVESTMENT-LED. INVESTOR-FOCUSED.

The year 2018 has not lacked for interesting storylines for the 
global economy and markets. Investor optimism in the spring and 
summer—spurred by strong corporate profits, restrained inflation, 
and continued global growth—gave way to caution in the historically 
volatile month of October. 

What were the likely reasons? Investors began to fret that 
company earnings would decelerate, with increased trade friction 
between the United States and China adding a strong headwind. 
Fears that the U.S. Federal Reserve (Fed) would hike rates too 
rapidly also factored into the sentiment shift. The market gyrations 
continued into November, and had, as of November 30, resulted in 
negative year-to-date returns for most of the major U.S. asset 
classes. As one Lord Abbett investment professional put it, the 
gloom reached a point where it appeared that investors, suddenly 
wary of slowing or negative growth, were “wandering around waiting 
for the end of days.”

Of course, no one is recommending that investors begin stocking 
up on dehydrated food and bottled water. Perhaps a pullback was 
inevitable, given the ebullience that characterized much of the year. 
We believe that understanding the factors that influenced the 
economy and markets in 2018 is an important first step in formulat-
ing views about where things may be headed in 2019. 

As we did at midyear, we gathered five Lord Abbett investment 
leaders in late November for a wide-ranging discussion of the 
current market and economic environment and their views on key 
investment themes for the coming year. In this, the first of a special 
three-part Market View, our panel examines the factors that influ-
enced key asset classes and economies in 2018. Part two will focus 
on their expectations for the environment in the year ahead. In the 
concluding segment, our experts will discuss how the factors 
outlined in parts one and two inform investment strategies for key 
asset classes. 

Once again, our panel featured Lord Abbett partners Giulio 
Martini, director of global asset allocation; Thomas O’Halloran, 
portfolio manager for micro-, small-, and large-cap growth strate-
gies; Daniel Solender, director of tax-free fixed income; and Kewjin 
Yuoh, portfolio manager for taxable fixed income. For the new 
edition, the panel welcomed Leah Traub, partner and portfolio 
manager for taxable fixed income. The discussion was moderated 
by Joseph Graham, head of the firm’s investment strategy group. 
(Coming soon: Visitors to lordabbett.com will be able to access a full 
range of content from the panel discussion.)

The Big Picture
In our July 9 outlook, the panel acknowledged favorable global 

economic conditions; however, the year-end assessment was more 
muted. Martini noted two different “strands” of policy and politics 
influencing the economy and the markets in 2018. The first: The 
2017 U.S. tax reform package, along with the Trump administra-
tion’s push for deregulation. Those factors were positive for 
economic growth, and thus, corporate profits, according to Martini. 

The second strand, which had to do with the administration’s 
hardline approach to trade and immigration, was “always clearly 
going to be negative” for the market, economic growth, and corpo-
rate earnings, said Martini, “and I think we’ve turned around to 
focus more on that second part right now.” And with a few signs of 
slowing in the global economy underscoring the existing uncer-
tainty, especially regarding U.S.-China trade tensions, “I think 
investors have really started to worry about how this all could come 
together and develop over the next year or so.” The gloom makes it 
seem as though investors are “kind of wandering around waiting for 
the end of days.” 

At some point, Martini notes, a downturn will come. But before 
that day comes, the current U.S. business expansion is poised to 
become the longest ever in U.S. history (see Chart 1). Nonethe-
less, Martini thinks that investors have started to “really worry 
about” the potential for slowing economic growth to weigh on cor-
porate earnings.

But the “end of days” would be triggered by stresses that bring 
an end to the conditions that allow the economy to grow and the 
markets to move higher, according to Martini. With inflation remain-
ing at low levels, and in the absence of credit bubbles or other 
market distortions, “we just don’t see” those stresses, Martini said. 
“So this could not only end up being the longest U.S. economic 
expansion, but it could far outpace the previous record.”

Taxable Fixed Income
Graham steered the conversation toward the U.S. bond market 

with a question for Yuoh, who noted “a sense of déjà vu” from the last 
time the panel gathered. “Things were weakening a little bit,” Yuoh 
recalled, “and the narrative in the markets at that time seemed to be 
that the yield curve was flattening.” There was a widespread narra-
tive that held that if the curve inverted, a recession would follow, with 
a negative impact on prices of risk assets, according to Yuoh.

Joseph Graham
Investment Strategist

FEATURED INVESTMENT LEADERS

Giulio Martini 
Partner, Director of 
Strategic Asset 
Allocation

Thomas O’Halloran 
Partner, Portfolio 
Manager for Growth 
Strategies

Leah Traub 
Partner, Portfolio 
Manager for Taxable 
Fixed Income

Daniel Solender 
Partner, Director of 
Tax-Free Fixed Income

Kewjin Yuoh 
Partner, Portfolio 
Manager for Taxable 
Fixed Income

https://www.lordabbett.com/en/global/biographies/giulio-martini.html
https://www.lordabbett.com/en/global/biographies/giulio-martini.html
https://www.lordabbett.com/en/global/biographies/thomas-ohalloran.html
https://www.lordabbett.com/en/global/biographies/daniel-solender.html
https://www.lordabbett.com/en/global/biographies/kewjin-yuoh.html
https://www.lordabbett.com/en/global/biographies/kewjin-yuoh.html
https://www.lordabbett.com/en/global/biographies/leah-traub.html
https://www.lordabbett.com/en/global/biographies/joseph-graham.html
https://www.lordabbett.com/en/campaigns/2019-investment-outlook.html
https://www.lordabbett.com/en/campaigns/2019-investment-outlook.html
https://www.lordabbett.com/en/perspectives/marketview/midyear-outlook-experts-give-macro-views.html
https://www.lordabbett.com/en/perspectives/marketview/midyear-outlook-what-is-yield-curve-telling-us.html


lordabbett.com/marketview 3

INVESTMENT-LED. INVESTOR-FOCUSED.

Fast forward to late November, and as Yuoh noted, “the yield 
curve is actually flatter now than it was when we last met—and that 
narrative is completely gone.” Where did it go? 

“We came into the third quarter believing that this time it was 
different, that the flat yield curve was okay,” said Yuoh. “And in the 
third quarter, risk assets seemed to agree with us,” as they per-
formed well. The fundamentals of the economy remained favorable, 
in investors’ view. But “all of a sudden, we hit the fourth quarter and 
the narrative became, ‘we can’t handle rising rates’,” Yuoh observed. 
Investors’ worries centered around the policy path of the Fed, and 
whether the central bank was hiking rates too fast, and by too much. 
The fear of higher rates seemed to be one of the main storylines for 
the weakness in the U.S. bond market in the fourth quarter. 

But Yuoh disagrees with that focus. “How is that so different from 
what we’ve been experiencing the last few years in terms of the Fed 
raising rates 25 basis points every quarter, with the expectation that 
they’re going to continue to do so, especially with fundamentals so 
strong—and inflation so tame?” These conditions give the Fed addi-
tional room to remove accommodation, according to Yuoh. 

Yuoh believes the signal moment for the bond market in the 
third quarter may have occurred at the end of the September 
Federal Open Market Committee meeting, when a statement from 
Fed officials removed the word “accommodative” in describing 
policy, and started pointing towards a greater emphasis on data 
dependency. “I think that should have signaled to the markets that 
we are due for higher volatility because of higher uncertainty,” Yuoh 
said. “And when you have higher uncertainty, you should have higher 
risk premiums.” That, according to Yuoh, has been the main influ-
ence for the direction of the fixed income market in late 2018.

Emerging Markets
Graham posed a question to Traub about the current environ-

ment for emerging market (EM) investments, especially given the 
strengthening U.S. dollar.

Traub pointed to a combination of factors. The Fed’s three rate 
hikes through September reduced liquidity. The increasingly heated 
trade squabbles between the United States and China began to 
command investor attention. Finally, signs of an emerging slowdown 
in China—a huge influence on many other emerging economies—
weighed on sentiment. These factors, Traub noted, also had a 
negative effect on prices of commodities, a key output for many 
emerging market economies.

The woes were exacerbated by an extended rise in the value of 
the U.S. dollar versus other currencies, starting in April and con-
tinuing into the summer. The volatility experienced by emerging 
markets eventually broadened out into developed markets, giving 
EM investors “a little bit of a reprieve.” 

“I do think the volatility is still going to be with us,” Traub said. 
The key factor is a lack of clarity on U.S.-China trade tensions, and 
“I don’t think we’re going to get a quick or a full resolution,” she 
added. Traub sees the possibility of smaller trade deals, but absent 
a definitive conclusion to the dispute, she thinks the situation will 
“ebb and flow and be with us for a while.” 

U.S. Equities
The discussion turned to the U.S. equity market in 2018, with a 

focus on O’Halloran’s specialty, growth stocks. Graham asked if the 

trade tension referenced by Traub was a factor behind the late-year 
weakness, which involved an investor rotation out of many growth 
names into other sectors of the market.

O’Halloran believed the Fed’s ongoing moves to reduce its 
balance sheet and raise interest rates had a greater impact than 
trade issues. “But they’re both at work in bringing about the correc-
tive phase that we find ourselves in right now,” he said. O’Halloran 
noted that growth stocks had led the market for nearly 21 months. 
And after such a stretch, “they tend to go through a corrective phase 
for some period of time, which is clearly what’s happening now.” He 
observed that the leadership of the equity markets has changed 
from the big-cap tech “FAANG” stocks to some defensive areas, 
such as utilities and consumer staples.

“So we are currently in a corrective phase,” O’Halloran con-
cluded. He harked back to the market risks listed in the June 
roundtable—such as the flattening yield curve, trade, and geopo-
litical tensions—which investors had brushed aside as they bid 
equities higher during the summer. “They finally came to matter” in 
October, he said.

Municipal Bonds
Graham asked Solender to frame the municipal bond market 

environment in 2018. Solender noted that the factors contributing to 
a “slightly negative” year for the overall muni market include the 
Fed’s policy moves and strong U.S. economic growth, and their joint 
impact on interest rates. Another, overhanging factor has been the 
U.S. tax legislation enacted in December 2017. All of these develop-
ments have had an impact on municipal bond valuations while the 
fiscal situation for state and local governments has remained strong. 

Retail investors, who make up the majority of the muni-bond 
market, remain “very concerned” about rising rates, noted 
Solender. This has reduced their demand for longer-dated munis 
and spurred buying in the shorter end of the market. To the surprise 
of many, Solender added, the muni yield curve has steepened even 
as the Treasury curve has been flattening. The curve steepening in 
munis in 2018 reflects the supply and demand dynamics from all 
types of investors. 

As Solender has noted on a number of occasions, uncertainties 
about the final shape of the U.S. the tax bill pushed the issuance of 
many bonds that would have been brought to market in 2018 into 
December of last year. Thus, “the first half of 2018 was really slow in 
terms of supply,” while things picked up somewhat later in the year. 
Even though the overall fiscal situation for U.S. state and local gov-
ernments remains favorable, “states and municipalities have been 
holding back a little bit on borrowing,” which has been a positive in 
terms of supply. Weighing on the demand side has been the reduced 
presence of banks and insurance companies in the muni-bond 
market, as lower corporate tax rates from the 2017 bill have reduced 
the attractiveness of tax-free securities for these buyers.

Solender summarized the mixed 2018 environment. “Fiscally, 
things are doing very well,” with most states seeing improved 
revenues. He noted that the overall credit quality of muni issuers 
remained strong. But rising rates and the steepening muni curve 
have led to the investment-grade market being slightly negative for 
the year, while the lower-quality segment of the market has turned 
in a positive performance. 
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Looking Ahead
As our panelists observed, the markets faced a variety of challenges in 2018, many of which are poised to continue into 2019. But one 

common theme did emerge: Martini, Yuoh, and Traub emphasized that economic fundamentals in the United States remain solid, while 
Solender noted the overall fiscal health of muni-bond issuers. How might this strength factor into the outlook for 2019? We’ll explore that 
and other topics in the next Market View. 
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IMPORTANT INFORMATION
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. Credit risk is the risk that debt issuers will become 
unable to make timely interest payments, and at worst will fail to repay the principal amount. The 
municipal market can be affected by adverse tax, legislative, or political changes, and by the financial 
condition of the issuers of municipal securities. Income from municipal bonds may be subject to the alter-
native minimum tax. Federal, state and local taxes may apply. Investments in Puerto Rico and other U.S. 
territories, commonwealths, 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. There is no guarantee that these investment 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. 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 investment 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.
Statements concerning financial market trends are based on current market conditions, which will fluctu-
ate. All investments involve risks, including the loss of principal invested.
A basis point is one one-hundredth of a percentage point.
FAANG is a popular acronym for five high-performing technology stocks: Facebook, Amazon, Apple, 
Netflix, and Google [now Alphabet, Inc.].)
Risk asset describes any financial security or instrument that is not a risk-free asset (i.e. a high-quality 
government bond). Risk assets generally encompass equities, commodities, property, and all areas of 
fixed income apart from high-quality sovereign bonds.

Yield curve is a line that plots the interest rates, at a set point in time, of bonds having equal credit 
quality, but differing maturity dates. One such comparison involves the two-year and 10-year U.S. Treasury 
debt. This yield curve is used as a benchmark for other debt in the market, such as mortgage rates or 
bank lending rates. The curve is also used to predict changes in economic output and growth.
This material is provided for general and educational purposes only. The examples provided are for 
illustrative purposes only, and are not indicative of any particular investor situation.
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 here.

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 
investment 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 securities or to adopt any investment strategy, and is not intended to predict or depict the perfor-
mance 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. Investors should consult with a financial 
advisor prior to making an investment decision.
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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.
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Want to learn more about our investment strategies?
Contact Lord Abbett at 888-522-2388 or visit us at www.lordabbett.com.


