
A Positive-Sloped Yield Curve, Settled Trade Deals and Projections of a Stable Fed Funds Rate 
Should Continue to Benefit Active Management as We Head Into 2020

2019 turned out to be a year full of twists and turns for short-term municipal yields. We entered the year with consensus forecasts of up to two 
rate hikes throughout the year, but given trade war concerns with China and fears that this unrest could lead to a potential recession, the Federal 
Reserve was forced in a different direction. In the end, we closed out the year with three individual rate cuts of 25 basis points, each taking place 
at the scheduled July, September and October FOMC meetings.

With nine uninterrupted rate hikes taking place between 2015 and 2018, investors holding fixed rate municipal bonds in the front end of the yield 
curve were handsomely rewarded when compared to money market fund returns for 2019. During the year, municipal yields fell substantially 
across the maturity spectrum and bonds spreads compressed to historically tight levels. This led to significant outperformance versus all money 
market fund asset classes, which were hurt by constrained duration limits and fee structures that continued to rise as the Federal Reserve raised 
short-term rates over the prior four-year period.

As we close out 2019 and look ahead to 2020, the global economic picture looks to be improving. U.S. equity markets capped their best year 
since 2013 on the heels of a “Phase 1” trade agreement with China. This trade agreement, along with the previously negotiated trade deal 
between the U.S., Mexico and Canada (USMCA), have opened the door to four potential market developments that we will closely monitor as 
we head into 2020. First, a potential steepening of the U.S. Treasury yield curve. Second, projections that the global growth picture will likely 
improve. Third, some central banks that previously experimented with negative rates could look to abandon those policies given their lack of 
efficacy and potentially adopt fiscal stimulus measures instead. Lastly, the Fed will likely remain in a “wait and see pattern” regarding any future 
FOMC interest rate changes given the potential for solid economic growth in 2020 and their unwillingness to become part of the Presidential 
election debate in 2020. Should these developments fall into place, we believe actively managed municipal cash management accounts may 
provide an attractive alternative to the typical money market fund investments, as they have for the prior ten-year period.
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1 Based on a 40 basis point fee for Neuberger Berman Strategies.
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This material is presented solely for informational purposes and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No 
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. There are differences between separate account strategies and mutual 
funds, which should be fully considered by investors. Information is obtained from sources deemed reliable, but there is no representation or warranty as to its accuracy, completeness or 
reliability. All information is current as of the date of this material and is subject to change without notice. Any views or opinions expressed may not reflect those of the firm or the firm as 
a whole. Neuberger Berman does not endorse any third-party content or third-party views referenced. Indexes are unmanaged and are not available for direct investment. Investing entails 
risks, including possible loss of principal. Past performance is no guarantee of future results. Please refer to the attached GIPS® compliant composite presentation for complete 
performance information.

A bond’s value may fluctuate based on interest rates, market conditions, credit quality and other factors. You may have a gain or loss if you sell your bonds prior to maturity. Of course, 
bonds are subject to the credit risk of the issuer. Neither Neuberger Berman, nor its employees provide tax or legal advice. You should consult your accountant, tax adviser and/or attorney 
for advice concerning your particular circumstances. This information should not be construed as specific tax or investment advice. Please contact a tax advisor regarding the suitability of 
tax-exempt investments in your portfolio. If sold prior to maturity, municipal securities are subject to gains/losses based on the level of interest rates, market conditions and the credit quality 
of the issuer. Income may be subject to the alternative minimum tax (AMT) and/or state and local taxes based on the investor’s state of residence.

Crane Tax-Exempt Institutional MF Index: Comprised of 23 institutional tax-exempt money funds, including the following fund families: Blackrock, Dreyfus, Federated, Fidelity, Invesco, JP 
Morgan, Northern, Vanguard, Morgan Stanley and Wells Fargo.

Crane Treasury Institutional MF Index: Comprised of 137 institutional treasury money funds, including the following fund families: Blackrock, Dreyfus, DWS, Federated, Fidelity, First American, 
Gabelli, Goldman Sachs, HSBC, Invesco, JP Morgan, Morgan Stanley, Norther, PNC, SEI, State Street, T Rowe Price, UBS, Vanguard, Wells Fargo, Western Asset and Wilmington.

Crane Prime Institutional MF Index: Comprised of 132 institutional prime money funds, including the following fund families: American Funds, Blackrock, BMO, Columbia, DFA, Dreyfus, 
DWS, Federated, Fidelity, First American, Goldman Sachs, Invesco, JP Morgan, Mainstay, Meeder, Morgan Stanley, Norther, PGIM, PIF, Schwab, State Street, T Rowe Price, UBS, Vanguard, 
Wells Fargo and Western Asset.

Neuberger Berman Investment Advisers LLC is a registered investment adviser.

The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC. 


