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For the ﬁrst time in 2018, investors have been able to take a breath with respect to the U.S. Treasury (UST) market.
Indeed, after a tumultuous ﬁrst six weeks or so of the year, the UST 10-Year yield appears to have settled into more of a
range-bound pattern, rather than the relatively one-way trade to the upside that was the predominant trend through
mid- to late February.
The graph below provides a clear illustration of how rate movement for the UST 10-Year has transpired as we turned the
calendar to the ﬁrst week of April. To begin the year, the yield rose 54 basis points (bps) to a high point of 2.95% on
February 21, but during March and into the ﬁrst week of April, the UST 10-Year settled into a trading range of essentially
2.70% to 2.90%.
U.S. 10-Year Treasury Yield

Is this the “new normal” for the UST market or are investors just biding their time before the next signiﬁcant move either
to the upside or—a possibility that nobody seems to be anticipating—to the downside? To be sure, as I have discussed
previously, once again consensus forecasts for the UST 10-Year yield anticipated another increase for 2018, and, thus far,
they have proven relatively accurate. Heading into this year, the consensus estimate placed the 10-Year yield at 2.88%,
right within the realm of where trading has been taking place of late, and only 7 bps from the aforementioned peak.
Given the swift move to the upside, consensus forecasters went back to the drawing board and updated their
expectations for where the UST 10-Year yield will reside in the fourth quarter. According to this Bloomberg consensus,
the figure has been revised up by 27 bps to 3.15%.
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Where does WisdomTree fall into this debate? We are in agreement that the 10-Year yield will be operating in a new,
elevated trading range. In our opinion, it is more useful to think of rates in a range rather than as a “point estimate,”
because, as we have seen over recent years, the dynamics can change quickly. In other words, you might hit your forecast
right on the button, but six weeks later, the market has moved visibly away from your projection. Against this backdrop,
we see the UST 10-Year yield trading in a 2.50% to 3.25% band in 2018 versus the 2.00% to 2.65% actual range from a
year ago.
Conclusion
While near-term trading activity could keep us in the range where the UST market resides as of this writing, what could
take us to the outer reaches of our range? On the downside, geopolitical events and an economic/inﬂation setting that
disappoints could help the cause, but the new kid on the block —a trade war —and an attendant risk-off trade are up for
consideration. To the upside, an uptick in wages/inﬂation, burgeoning Treasury borrowing needs and a resultant break
through the ﬁve-year Fibonacci 100% retracement level of 3.05% could pave the way. From a Federal Reserve (Fed)
perspective, comments from Chairman Jerome Powell on Friday seem to suggest that further gradual rate hikes are still
the base case, and, for now, the tariff discussion has not entered into the policy makers’ outlook.

Unless otherwise stated, all data is from Bloomberg as of April 6, 2018.
For more investing insights, check out our Economic & Market Outlook
View the online version of this article here.
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IMPORTANT INFORMATION
U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; 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, Kara Marciscano, 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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DEFINITIONS
Treasury : Debt obligation issued by the U.S. government with payments of principal and interest backed by the full faith
and credit of the U.S. government.
10- Year Treasury : a debt obligation of the U.S. government with an original maturity of ten years.
Basis point : 1/100th of 1 percent.
Federal Reserve : The Federal Reserve System is the central banking system of the United States.
Rate Hike : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.
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