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After a Federal Reserve (Fed) meeting like the one last week, it’s always prudent to

take a step back and let the dust settle, don’t you think? Certainly, a great deal of “p

ost-game” analysis has already occurred, and we have even seen economists’ Fed Funds

forecasts for this year get visibly adjusted as a result. So, let’s take a look at the U

.S. Treasury (UST) 10-Year yield and ask ourselves the question: Where do we go from

here?

 

In order to answer, you probably need to start with the near-term Fed outlook. As of

this writing, Fed Funds Futures have a 100% implied probability that the FOMC will cut

the target range at their next meeting on July 31. While it appears the majority

expectation is for a 25 basis points (bps) reduction, there is a chorus of 50 bps cuts

out there as well.

 

UST 10-Year Yield Technical AnalysisUST 10-Year Yield Technical Analysis

 

Against this backdrop, it is more vital than ever for investors to focus on incoming

data, much like Powell & Co. emphasized they were going to do. If you’re keeping track,

that means we basically have just one more month’s worth of economic indicators to

digest by the time the end of July rolls around, with the jobs report, consumer spending

data and PMI releases all most likely taking center stage.

 

There is no doubt that trade uncertainty, and the knock-on effects it creates, is also

weighing on the Fed’s decision-making process. With that in mind, the upcoming G-20
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meeting this weekend in Osaka, Japan, could also be a potential key event. While a

“final conclusion” in the U.S./China trade dispute does not appear likely, if President

Trump and Premier Xi Jinping can produce a “thaw” and give the impression that

negotiations are back on track, the UST market will take notice (yields could rise). Of

course, the opposite is true as well—in other words, a disappointing outcome (yields

could fall).

 

ConclusionConclusion

 

Back to the UST 10-Year yield. The enclosed graph shows the five-year Fibonacci retracem

ent levels. As you can see, the 10-Year broke through the 2.0596% level last week, which

puts in play 1.7762% as the next stop on the train. While a move down to this territory

doesn’t represent my base case, I’ve learned over the years to never “fight the tape.”

That being said, if the upcoming econ data doesn’t “fall out of bed,” perhaps we could

see the UST 10-Year yield bottoming out around the 2% threshold it has been straddling

in recent days.

 

Unless otherwise stated, data source is Bloomberg, as of June 23, 2019.Unless otherwise stated, data source is Bloomberg, as of June 23, 2019.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

Federal ReserveFederal Reserve  : The Federal Reserve System is the central banking system of the

United States.

Fed fund futuresFed fund futures  : A financial instrument that let's market participants determine the

future value of the Federal Funds Rate.

10- Year Treasury10- Year Treasury  : a debt obligation of the U.S. government with an original maturity

of ten years.

Federal Open Market Committee (FOMC)Federal Open Market Committee (FOMC)  : The branch of the Federal Reserve Board that

determines the direction of monetary policy.

Basis pointBasis point  : 1/100th of 1 percent.

Purchasing Managers’ Index (PMI)Purchasing Managers’ Index (PMI)  : An indicator of the economic health of the

manufacturing sector. The PMI is based on five major indicators: new orders, inventory

levels, production, supplier deliveries and the employment environment. A reading above

50 indicates an expansion of the manufacturing sector compared to the previous month;

below 50 represents a contraction while 50 indicates no change.

G20G20  : Group of 20 of the world’s largest economies that meets regularly in order to

coordinate global economic policies.

YieldYield  : The income return on an investment. Refers to the interest or dividends received

from a security that is typically expressed annually as a percentage of the market or

face value.

Fibonacci retracementFibonacci retracement  : A technical analysis tool displaying percentage lines which

look at support and resistance levels, potentially signaling short-term price/yield

reversals. The concept of retracement suggests that after a period of market movement,

prices/yields can retrace a portion of their prior pattern before returning to their

original trend.
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