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Mark Rosenkranz: 

Hi, I am Mark Rosenkranz, investment strategist at JNBA Financial Advisors in Minneapolis, 
Minnesota. Today is November 18th, 2025. Joining me today is John Foster, Senior Advisor - 
Investment Strategist. John, thanks for joining me on the call today. 

John Foster: 

Yeah, thanks for having me, Mark. It's nice to be here. 

Mark Rosenkranz: 

So about earlier in November we published a blog on our website talking about interest rates, 
what rate cuts mean, how that impacts things like mortgages. We just scratched the surface of 
the topic a little bit and we actually got a good amount of follow-up questions. It's obviously a lot 
on people's minds as we look towards the end of the year and talking about potential rate cuts. 
Looking at the whole fixed income environment, since the October cut, what has been the 
reaction of overall interest rates since we saw that 25-basis points trim? 

John Foster: 

We saw the Fed come in and they did what was widely expected, they cut rates by 25 basis 
points. And usually if it's widely expected, it's already priced into the market. The market has 
moved there. A lot of people think that the Fed leads the market, and really the Fed more or less 
chases around the two-year note. So the two-year note sitting here today with a yield of 3.5%, 
3.6%, right in that range, the Fed's likely to lower because the Fed's at three quarters to 4%. So 
the Fed's higher right now than the two-year note. So usually they try and chase that two year 
note lower versus really lead the market. So the Fed cuts rates in October, it was widely 
expected because at that time the two-year note was about three quarters of a percentage point 
lower than the Fed. 

We actually saw the two-year note more or less just sit there and then we saw the 10-year note 
tick up a little bit. So longer-term yields, which the Fed really has no control over, just influence, 
call it, with verbiage that they'll maybe say after trying to talk down inflation expectations or 
long-term rates. Then obviously by lowering rates, typically the yield curve will be, call it ninety, 
ninety-five basis points from a two-year note to a 10-year note. So if they can get short-term 
rates down, then they can get long-term rates down, which impact mortgages and other things. 
But really the 10-year note was, or the 10-year treasury bond was around 4% when the fed cut 
rates, it's at about 4.1% today. So we've actually seen long-term rates tick a little higher, just 
given that it was widely anticipated and already priced into the market what the Fed did. 

Mark Rosenkranz: 

We touched a little bit on that blog about how long-term rates can be impacted by factors 
beyond just what the Fed can do with the short-term money market rates. I think one of the big 
surprises maybe coming out of that last fed cut, was the press conference where markets were 
pretty firmly anticipating another basis point cut in December. That was kind of hinted at maybe 
not being the case. The Fed chair, Jerome Powell was citing no near certainty. It's not a lock by 
any means. I think the old adage of being data dependent was thrown into a tough environment 
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where we didn't have data due to the government shutdown. So I think over the next few 
months it's going to be important to see how the economy's doing as we get the new data that 
we've been missing over the last few weeks. 

But just curious, when you look at the possibility for a December cut, the market's maybe pricing 
in right around a 40, 45% chance of a 25-basis point cut. What does that mean for not only fixed 
income but other risk assets like stocks? 

John Foster: 

I think early on as we went back through September and October, the chances of a December 
cut were really high. We've seen some inflation readings come in a little bit hot lately, and that's 
put the fed more, as you pointed out, data dependent. Typically, when the Fed's cutting rates, it's 
good for risk assets like stocks, where you have less competition from bonds if you have lower 
interest rates. The old adage, don't fight the Fed, where people are tending to look at allocating 
more money to stocks if they can make less money in bonds. We saw that a lot really with that 
pretty heavy risk on period from, call it 2010 to 2020, where rates were at one, 2% that entire 
timeframe. And people were like, "Well, why would I buy bonds when I can make similar yields 
on equities?" So the fact that this interest rate now is a little bit in question, and then you've had 
a long government shutdown, which people think are maybe going to dent fourth quarter 
earnings and growth a little bit in a market that's not overly inexpensive, right? 

So right now the S&P 500 or U.S. large-cap stocks, they trade at about 23 times earnings with a 
1.2% dividend yield. But that really only makes up about 35 to 40% of our typical asset allocation 
within the equity sleeve. Other areas of the market are a lot cheaper. Small-cap stocks trade at 
just 14 times earnings with a 1.9% dividend yield. And then international stocks, despite almost a 
30% gain this year, they trade at 14 times earnings with a 3.2% yield. So you can make similar 
income in international stocks as you can on a two-year treasury bond right now. So while 
there's pockets of the market that are certainly a little bit more on the expensive side, the 
majority of a diversified portfolio right now with about 60 to 65% in mid caps, small caps, and 
foreign stocks, they're at normal to maybe a little bit cheap right now in terms of valuations. 

Mark Rosenkranz: 

It's an interesting environment. Even on the S&P 500, which may be trading a little rich, there are 
500 companies in there, but the headlines are all around the seven largest, the Mag 7, maybe 
you call it 10, whatever they may be. But even just that one level below the service, the other 
493 stocks, they're also trading around that 19 to 20 times earnings. And really that's been the 
story of the last two, three years, has just been that dominance of the largest of the large-cap 
stocks really fueled by earnings growth. I think that's where in the last couple months, when we 
haven't had a lot of economic debt out there, it's really been focused on earnings. So far those AI 
companies continue to deliver, but we have started to see some mixed signals from that 
department. But certainly interesting impact for the other remainder of the 493 or the mid- 
small- cap, which are typically a little bit more influenced by something like interest rates. 
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John Foster: 

Absolutely. Small-cap stocks in particular, they oftentimes don't have the cleanest balance sheet. 
A company like Google or Apple, it's real easy for them to self-finance everything that they're 
doing. But a small company that wants to grow, a lot of times they might have to access debt 
markets, and if interest rates get cut, that can have a much bigger impact as you move down into 
those smaller companies where they tend to be a lot more rate sensitive. 

Mark Rosenkranz: 

I think when you look at small-cap stocks in particular, the returns have obviously been lagging 
the S&P 500, but they've been longer term pretty in line with their historical performance. 
What's different about say the last five or 10 years is just really the out-performance of large 
caps. But small caps generally have lived up to their historical rate of return. Its just large caps 
have done so much better. But when you look at a more similar business environment with the 
lower interest rate, maybe like you saw in the 2010s for example, you can start to see the 
benefits of having that more diversified asset allocation. 

John Foster: 

I certainly think moving forward, everything, if you go back to, call it the great financial crisis and 
then you had a big reset, and coming out of that, valuations were just cheap across the board, 
large, small, mid, international, everything traded at 10 times earnings or less. Now that we've 
seen that performance deviate over the last decade plus here, if you're really looking forward 
and you want to start with valuations as the, what's going to give me the best forward-looking 
return, it'll usually be the assets that are priced to deliver that type of return, it'd probably be 
moving down into mid caps, into small caps, into international. That's why it's good to know that 
while we've had some of that momentum in those positions we have in large cap forward-
looking, we also have a good amount in small, mid, and international stocks. That actually make 
up, as I mentioned, over 60% of the diversified equity allocation right now. 

Mark Rosenkranz: 

And certainly internationals held up its end of the bargain this year, up just shy of 30% the last 
that we checked. I think that's also just an important aspect where U.S. dominance has been such 
a story over the last five or 10 years, especially U.S. large-cap. But there are other areas that are 
performing and you want to be diversified across those asset classes, where when you get these 
periods whenever they may arise, it helps smooth those concerns and the valuation concerns 
and the worry when you're looking at your full equity portfolio. 

John Foster: 

I think too, the other thing that really helps international, or has helped the returns this year, has 
been a weaker dollar. We went through a period we had a real strong dollar environment for an 
extended period of time, and all of a sudden international investors, they're not only buying US 
stocks, but they're buying the currency. Just like now, if you own international companies, unless 
they hedge out that currency risk, you also own the currency. So the indices are up, call it 19%, 
but then you have a 10% currency bump on there being a U.S. investor where you're investing in 
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Euros or Yen or other things that have strengthened against the dollar this year. And then all of a 
sudden it takes a nice return and it turns it into that really nice return with that 10% currency 
kicker. 

Just given, as we've talked about a bit in the past, the debt and deficit situation here, it would not 
be surprising to see dollar weakness that persists a little bit, and international investors look to 
bring more money home as that dollar weakness erodes their U.S. returns. You think about it 
investing in the U.S. right now for a European investor, okay, well they've made, call it 12% in 
U.S. stocks this year, and then they've lost 10% on currency. All of a sudden you're saying, 
"Okay, I'm taking equity risk for a 2% return." And as that happens over time, then more people 
repatriate that capital and that can help their markets do better. So with these valuations as 
starting points, I think you could make a case as to why international could have a period of out-
performance for a period of time here. 

Mark Rosenkranz: 

Yeah, absolutely. Well, switching gears a little bit. We're still talking interest rates a little bit. I 
want to get into the yield curve. We talked about that in our blog, but there's still a lot of 
questions and curiosity around a yield curve. We typically see an upward-sloping yield curve 
where longer-term borrowing is typically rewarded with the term premium for taking on more 
uncertainty over time. But there are periods where there has been inversion, and we actually 
encountered that one over the last few years. 

Historically speaking, whenever you see the yield curve inverted, that's usually been a sign of a 
potential recession on the horizon. Fortunately, so far that hasn't been the case. We've actually 
gone from an inverted yield curve, where rates are higher on the short term than the long term 
and actually back to a more traditional upward-sloping. But walk me through the yield curve and 
why that is viewed as a classic recessionary concern when it inverts, and how does it shift over 
time? 

John Foster: 

I think usually that sign of inversion that we saw a few years ago, it's really a sign that the Fed is 
probably late to cut rates, right? Because if you think about it, if, we'll just say for simplicity's 
sake, a two-year note is at 5%, the Fed funds is maybe at 5.5%, and then a ten-year treasury is 
at, we'll call it 4%, that's an inverted yield curve. 

Mark Rosenkranz: 

Right. 

John Foster: 

And what it's really signaling is that the Fed is likely late to the game, because they’re well above 
the two-year note in terms of where they have fed funds, and they're way above the ten-year 
note that's saying, "Hey, we think rates are going a lot lower." So a lot of times it can be that. The 
Fed has remained too tight for too long and they're going to cause a recession. So far, to your 
point, we've had some soft patches, but we've avoided that economic downturn or that 
recession. 
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A normal yield curve, actually, as I mentioned earlier, front to back, will be about 95 basis points. 
So your two-year note, if it's 3%, then your ten-year note will be 3.95%. That's why I think the 
ten-year, even with some of these rate cuts, is at a harder time getting traction to the downside 
because we have a two-year note at 3.5%. Well, that implies a ten-year at 4.5. So the market's 
really pricing in the Fed, and this is the 2026 expectation that they're going to get all the way 
down to about three and a quarter percent at some point in 2026. Well, then that would imply, 
yeah, you had 90 basis points and we're basically spot on for where we should be. But the 
market's pricing and the Fed doing a few more cuts here to get down to three point a quarter 
percent. 

Mark Rosenkranz: 

I think when you look at those periods where it has inverted, where that long-term rate starts to 
go a little lower, that also does reflect the marketplace dynamics. And when there's more 
concern about the economy with stock market, the bonds are a typical flight to safety, and when 
there's more investors buying bonds, that rate starts to come down. So it can be impacted by the 
overall market's viewpoint of it, beyond just what the Fed is. Whether they're late or not, or 
whether investors as a whole are seeing signs of a deteriorating economy, a recession imminent, 
there's a lot of factors at play into how that yield curve can move back and forth. 

Last thing, it's been in the news a little bit, it's still a fairly new topic, but you touched on 
mortgage rates and where we could see the ten-year influencing the 30-year. Over the last few 
weeks, we've heard a little bit more talk about a potential 50-year mortgage rate. Certainly 
something that we haven't necessarily seen before, but it's a way that some of you could lower 
your interest payment, get housing affordability a little bit more manageable to the average 
American. What's your overall take on a 50-year mortgage rate? 

John Foster: 

We did a little math just to look into this, the idea of a 50-year mortgage, and we just used a 
national median average in terms of home price of 415,000, and if you put 20% down. Then if 
you did a six and a quarter percent rate, we just used six and a quarter for both, you're likely to 
take on a little higher rate, though obviously if you go from 30 years to 50 years just for that 
extra term premium. There's not really a 50-year treasury bond to price it off of, so we don't 
know what that term premium would be. So really given the 50-year, the benefit of the doubt. 
Now the advantage comes in the monthly payment. That's always the idea, if you extend your 
car loan, your mortgage, whatever, you'll get a lower monthly payment because obviously you're 
making more payments over the total life of the loan. 

But that 30-year mortgage was at $2,038, and then going out to 50 years, that would lower to 
$1,802. So you'd save roughly $235 a month in terms of your monthly payments. That's the idea 
about bringing down affordability is, "Well, what can I afford from a monthly payment 
standpoint?" The problem is though, is that your total payments go from 734,000 to 1.1 million, 
where you basically pay about 350,000 more in interest over the life of the loan. Which would 
be a good thing for the bank, perhaps a bad thing for the consumer. It could potentially get 
people into houses more often, but they'd be slower to build equity, and they'd be making 
payments to the bank for the bank's benefit for a long period of time. I think that's the big 
disadvantage there. We'll see what happens, but I think the buyer beware is, don't buy the 
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monthly payment, but also look at the total payments you'll be making and how fast you'll be 
building equity. Because as an owner of a 30-year mortgage, those principal amounts come off 
slow enough the way it is, right? 

Mark Rosenkranz: 

I think when you look at a 50-year versus a traditional 30-year, the challenge is also lining up a 
typical income stream of your working life. You look at the average home buyer maybe in their 
twenties or thirties, working for 30 years to retirement, that kind of lines up. If you're talking 
about a 50-year mortgage, all of a sudden you're still need to make those monthly payments 
when you're theoretically, hopefully retired in your sixties. I think that mismatch is a challenge, 
where even if you had the capital in your sixties to maybe pay it off earlier, things like that, by 
then you've paid a large majority of that increased interest rate. So it's kind of a tough matchup 
between your working and income earning career versus when you're hoping to continue to pay 
that off. 

John Foster: 

Well, I think it's always just that danger too, of buying the payment versus looking at... We've 
seen trouble with people in car loans, as they used to never have a car loan more than three to 
five years, now you're seeing six, seven, eight-year car loans. Okay, well, what happens then if 
you have major problems with the car and you're backwards on it, now all of a sudden you have 
negative equity on your car even. So I always think, well, it'd be nice maybe to have the car that 
that longer payment or the house that that lower payment can afford. It's not necessarily the 
best thing for the consumer, in that you're maybe getting yourself into a little bit of a debt trap 
there, so to speak, longer term. 

Mark Rosenkranz: 

Yeah, certainly interesting to see how that plays out. All right. Well, thank you, John, for the 
great conversation today. Appreciate you hopping on. And thank you to our listeners. We hope 
you'll visit jnba.com and tune to other podcasts and videos where we touch on a variety of 
topics. Most of all, thank you for your continued trust in JNBA, not only as your financial advisor, 
but as your advocate. 
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DISCLAIMER: 
The previous presentation by JNBA Financial Advisors, LLC, was intended for general information 
purposes only. No portion of the podcast serves as the receipt of, or as a substitute for, personalized 
investment advice from JNBA or any other investment professional of your choosing. Different types of 
investments involve varying degrees of risk, and it should not be assumed that future performance of any 
specific investment or investment strategy, or any non-investment related or planning services, discussion 
or content, will be profitable, be suitable for your portfolio or individual situation, or prove successful. 
Neither JNBA’s investment adviser registration status, nor any amount of prior experience or success, 
should be construed that a certain level of results or satisfaction will be achieved if JNBA is engaged, or 
continues to be engaged, to provide investment advisory services. JNBA is neither a law firm nor 
accounting firm, and no portion of its services should be construed as legal or accounting advice. No 
portion of the podcast or video podcast content should be construed by a client or prospective client as a 
guarantee that he or she will experience a certain level of results if JNBA is engaged, or continues to be 
engaged, to provide investment advisory services. Please Remember: If you are a JNBA client, please 
contact JNBA, in writing, if there are any changes in your personal and or financial situation or investment 
objectives for the purpose of reviewing, evaluating and or revising our previous recommendations and/or 
services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment 
advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide 
services as we do currently. A copy of JNBA’s current written disclosure Brochure discussing our advisory 
services and fees is available upon request or at jnba.com. Please see important disclosure information at 
jnba.com/disclosure. 

 

 


