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View from the Observation Deck  
1. The yield on the benchmark 10-year Treasury note (T-note) closed trading on 9/30/81 at an all-time high of 15.84%, according to data from Bloomberg.  
2. Fast-forward some 40 years and we find the yield down to 1.31% as of the close on 8/31/21. From 9/30/81 through 8/31/21, the yield on the 10-year T-note 

declined by 14.53 percentage points.  
3. Today, we would like to take investors back to a simpler time when asset allocation focused on just four major asset classes: stocks, government bonds, real 

estate and gold. These four basic asset classes were somewhat analogous to the four basic food groups approach to a proper diet: fruits and vegetables, meat, 
dairy and grains.  

4. As indicated in the chart above, stocks outperformed the other three major asset classes, as one might expect after factoring in the risk-return spectrum, and 
all four comfortably outpaced inflation, as measured by the Consumer Price Index (CPI).  

5. The investment landscape has obviously changed dramatically. The 1.31% yield on the 10-year T-note on 8/31/21 stood well below the 5.4% trailing 12-month 
CPI rate on 7/31/21 (most recent release).  

6. Due to what hopefully will turn out to be a strong and sustainable U.S. economic recovery (Federal Reserve has yet to eliminate or even cut back its stimulus 
efforts and the COVID-19 pandemic is still plaguing the globe), investors are facing down the proposition of rising bond yields moving forward, particularly in 
the Treasury market. Sound familiar?  

7. Federal Reserve Chairman Jerome Powell stated at the recent the Jackson Hole symposium that the central bank could begin reducing its monthly bond 
purchases by the end of this year, but indicated it will not be in a rush to raise interest rates.  

8. The potential silver lining in today’s climate is that investors have a plethora of new strategies and products designed to better cope with a rising interest rate 
climate. Over the past 40 years, the financial services industry has evolved well beyond the original four major asset classes.  

This chart is for illustrative purposes only and not indicative of any actual investment. The illustration excludes the effects of taxes and brokerage commissions or other expenses incurred when investing. Investors cannot invest directly in an 
index. The S&P 500 Index is an unmanaged index of 500 stocks used to measure large-cap U.S. stock market performance. The BofA Merrill Lynch U.S. Treasury Index tracks the performance of U.S. dollar denominated sovereign debt publicly 
issued by the U.S. government in its domestic market. The FTSE NAREIT All Equity REITs Index and its Sector/Subsector indices are free float adjusted market capitalization-weighted indices that include all tax qualified REITs listed on the 
major U.S. exchanges. Consumer prices (CPI) are a measure of prices paid by consumers for a market basket of consumer goods and services.   
The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the 
meaning of ERISA, the Internal Revenue Code or any other regulatory framework. Financial professionals are responsible for evaluating investment risks independently and for exercising independent judgment in determining whether 
investments are appropriate for their clients.  


