
The bond market continued to rally in the second quarter as the US-China trade dispute escalated and evoked 
uncertainty in the ongoing economic expansion. On June 19th, the Federal Reserve held their FOMC meeting 
and left rates unchanged. The significant changes in the policy statement were the removal of the word “patient” 
from the commentary and the shift in the dot plot.  The FOMC member dots shifted to effectively an even split 
between leaving the Fed Funds rate unchanged and cutting it 50 bps in 2019.  Chairman Powell reiterated that 
Fed policy would remain data dependent, and although the outlook is positive, stated that “uncertainties about 
this outlook have increased.” Shortly following the FOMC meeting, futures priced in a 100% chance of a cut 
in July, and the two-year Treasury yield had another sharp decline. Second quarter U.S. economic data was 
mixed with growth coming in above expectations to start the quarter, but somewhat trailing at the conclusion.  
Unemployment reached new lows, but overall inflation further declined. Trade tensions with China remained at the 
forefront of market sentiment, as investors looked toward the G20 summit to provide some clarity.  Uncertainty 
with the global growth outlook led to a more dovish stance among central banks, which left sovereign yields in 
the Eurozone and Japan falling to their lows. 

Intermediate corporate bonds were the best performing asset class in the quarter returning 3.13%. Intermediate 
agencies returned 1.71%, and intermediate treasuries returned 2.36%. Risk was back in favor in Q2 with lower 
tier credits outperforming.  The yield curve steepened in the second quarter with the two-year Treasury lower by 
51 basis points to yield 1.75%, and the ten-year Treasury rallying 40 basis points to yield 2.01%. The yield spread 
between the two-year Treasury and ten-year Treasury closed the quarter at 26 basis points. With our sector 
weights tilted towards high quality corporate securities and our positioning on the yield curve, the Intermediate 
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• The bond market continued to rally in the second quarter as the US-China trade dispute escalated and evoked  
 uncertainty in the ongoing economic expansion.  

• The Glenmede Intermediate Government Credit strategy (“strategy”) underperformed for the quarter versus  
 the Barclays Intermediate Govt/Credit Index.

• As we enter the third quarter, volatility is likely to increase amid uncertainty from trade re-negotiations and  
 the path of inflation.  

HIGHLIGHTS



Fixed Income Composite underperformed for the quarter returning 2.2% gross and 2.1% (net) versus the 
benchmark, the Bloomberg Barclays Intermediate Govt Credit Index, return of 2.6%.  

As we enter the third quarter, volatility is likely to increase amid uncertainty from trade re-negotiations and the 
path of inflation.  We remain vigilant for further signs of a slowdown or improvement in GDP growth, consumer 
spending, and upward wage pressures. All or any of these factors could change sentiment towards future 
monetary policy changes. Until volatility, economic data, and inflation become more certain, we will maintain 
our high coupon and sector tilts within the portfolios. As always, we continue to emphasize high credit quality 
themes across the portfolios.
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The views expressed represent the opinions of the portfolio managers as of June 30, 2019. There can be no assurance that the same factors would result in the 
same decisions being made in the future. In addition, the views are not intended as a recommendation of any security, sector or product. Past performance is not 
indicative of future performance. Returns reported represent past performance and are not indicative of future results. Actual performance may be lower or higher 
than the performance set forth above. For institutional adviser use only, not intended to be shared with retail clients.

INTERMEDIATE GOVERNMENT CREDIT Composite Performance (%)

As of 6/30/2019 QTD YTD 1 YEAR 3 YEAR* 5 YEAR* 10 YEAR*

SINCE  
INCEPTION* 
(12/31/99)

Glenmede (Gross) 2.2 4.7 6.7 2.1 2.3 3.1 4.6

Glenmede (Net) 2.1 4.5 6.2 1.7 1.9 2.7 4.1

Barclays Int Gov Credit 2.6 5.0 6.9 2.0 2.4 3.2 4.5

*Annualized 

Glenmede Investment Management, LP claims compliance with the Global Investment Performance Standards (GIPS®). 

Glenmede Investment Management, LP, a registered Investment Advisor, is an affiliate of the Glenmede Trust Company, NA (GTC). The “Firm” is defined as all 
investment advisory accounts managed by Glenmede Investment Management LP. Effective January 1, 2007, the Investment Product Management Group of 
GTC became Glenmede Investment Management, LP. All performance prior to January 1, 2007, shown here as the performance of GIM, was previously reported 
as the performance of the Investment Product Management Group of the Glenmede Trust Company.

Past performance is not indicative of future performance and may be lower or higher than the performance quoted. All of the composites’ valuations and returns 
are computed and stated in U.S. Dollars.  Additional information regarding the Company’s policies for valuing portfolios, calculating performance and preparing 
compliant presentations, is available upon request. A GIPS® compliant presentation, as well as a complete list of firm composites and performance, can be 
requested from Jeffrey Coron at 215.419.6627. Please see the GIPS® presentation for further explanation.

The Intermediate Fixed Income Composite objective is to deliver attractive risk-adjusted returns by constructing portfolios that have the potential to provide 
price stability during periods of interest rate volatility. Our active approach to fixed income management adheres to a core strategy that seeks superior invest-
ment returns while minimizing risk, resulting in an intermediate duration diversified portfolio. The Barclays Intermediate Govt/Credit Index is the intermediate 
component of the Barclays US Government/Corporate Bond Index.  Total return comprises price appreciation/depreciation and income as a percentage of 
the original investment.  One cannot invest directly in an index.


