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Figure 1: After raising rates four times in 2018, Fed officials have 
signaled they will be “patient” with interest rate hikes in 2019.

Figure 2: Long-term U.S. interest rates have trended downward for 
the last four decades.

Source: Board of Governors of the Federal Reserve System

The Story

At the end of 2018, the Federal Reserve received strong criticism, both from investors and the president, for raising interest rates too quickly. 
While there has been considerable debate surrounding the Fed’s actions, what is clear, is that despite hiking interest rates nine times since 
2015, the long-term trend for short-term rates is down. Even with the recent increases to the federal funds rate – the Fed’s primary policy tool 
– rates are still considerably lower than they were during the peaks in the 80s, 90s, and 2000s (Figure 1). The trend shows that over the past 
four decades, Fed officials have dropped the federal funds rate more than they have been able to raise it – leading to a series of lower highs, and 
lower lows. And with the Fed signaling that the current cycle of rate hikes might be at an end, there seems to be no reason to think short-term 
rates will rise meaningfully anytime soon.

Figure 3: Very-low or even negative interest rates can be found in 
many advanced economies around the globe.

Source: Wall Street Journal

The Good and the Bad of Persistently Low Rates

Low interest rates, especially longer-term rates, make it more 
affordable for consumers to buy homes and for companies to make 
capital investments – two major drivers of the economy. However, 
from the perspective of central banks, like the Federal Reserve, low 
interest rates can constrain their ability to conduct monetary policy. 
Typically, when the Fed wants to encourage economic activity it 
lowers the federal funds rate. However, with rates relatively close to 
zero, the Fed has very little room to drop the rate enough to stimulate 
the economy. Persistently low interest rates also increase the
possibility of creating asset bubbles. With bond yields so low, 
investors are incentivized to shift money to higher yielding, but risker 
assets, which can lead to increased economic instability. Sources: Board of Governors of the Federal Reserve System and Freddie Mac 

Note: Monthly Averages

The downward trend is also witnessed in longer-term rates (Figure 2). 
While some of the recent pressure can be attributed to the Fed’s
policies following the financial crisis, there are concerns that the 
overall decline in rates is the result of a long-term slowdown in  
productivity and economic growth. This is a concern globally, and 
many advanced economies are experiencing slow growth and low or 
even negative interest rates (Figure 3).
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Additional Market Overview

STOCKS AND BONDS

Stocks Remain Volatile

As of 
Feb. 25, 2019

Target Federal 
Funds Rate

Prime Rate
New Car Loan 

48-Month

5-Year Adj 
Mortgage 

(ARM)

15-Year 
Mortgage Fixed

30-Year 
Mortgage Fixed

Jumbo 
Mortgages 

$417K+

Rate % 2.25 - 2.50 5.50 4.66 4.26 3.80 4.36 4.47

Yearly Change +1.00 +1.00 +1.06 -0.03 -0.09 -0.04 -0.25

A division of Zions Bancorporation, N.A. Member FDIC As of February 26, 2019

Source: Wall Street Journal

Top 5* Cryptocurrencies: As of February 25, 2019

Price Yearly Change

Bitcoin (BTC) $3,876.35 -59.33%

Ethereum (ETH) $141.17 -83.07%

Ripple (XRP) $0.32 -65.59%

EOS (EOS) $3.72 -52.31%

Litecoin (LTC) $46.76 -78.21%

Source: coinmarketcap.com
*Ranking determined by market capitalization

COMMODITIES AND FUTURES

As of February 25, 2019 Yearly Change

Crude Oil $55.24 -5.36%

Natural Gas $2.77 +4.32%

Gasoline (RBOB) $1.71 -6.18%

Live Cattle $129.00 +9.58%

As of February 25, 2019 Yearly Change

Gold $1328.80 -2.94%

Silver $15.94 -12.90%

Corn $381.50 -7.06%

Wheat $474.75 -11.83%

Source: S&P Dow Jones Indices LLC

INTEREST RATES

Source: Wall Street Journal

U.S. Government Bond Yields: As of February 25, 2019

Source: Wall Street Journal

Source: Wall Street Journal
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