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Intermediate-Term Government Bonds

Inflation, not Rising Rates, Biggest January 1926-March 2014

Bond Threat in the Long T
Annualized Return
= Nominal 5.3%
o Inflation-Adjusted 21
Since the beginning of 2013 when rates started to rise,
investors have been concerned about a potential
) o decline in bond performance. In general, bonds tend 10 7
As this short piece illustrates, L. L.
o _ to perform poorly in times of rising interest rates, but
inflation can be a meaningful X . .
_ by worrying about rates investors may lose sight of an
detriment to the real returns K X K
_ : even bigger long-term threat: inflation.
achieved by investors.
For a lower potential return . .
Opver the long term (since 1926) investors have lost
asset class, such as bonds, N ) . ) N 1
inflation can have a much 3.2% (the difference between 5.3% nominal and 2.1% 1926 1936 1946 1956 1966 1976 1986 1996 2006
greater proportional impact on inflation-adjusted) in return every year to inflation. Past performance is no guarantee of future results. This is for illustrative
Compounded over almost 89 years the difference in purposes only and not indicative of any investment. An investment cannot be
your returns. ) . A . made directly in an index. Government bands are guaranteed by the full faith and
endlng wealth values is astoundmg: A $94 nominal credit of the U.5. government as to the timely payment of principal and interest.
value becomes only $7 when adjusted for inflation.
Investors may be well advised not to neglect inflation Data: Nominal performance of intermediate-term government bonds—Ibbotson

SBBI U.S. Intermediate-Term Government-Bond Index, total return. Inflation-
adjusted performance of intermediate-term government bonds—Ibbotson SBBI
U.S. Intermediate-Term Government-Bond Index, inflation-adjusted return.
Inflation—Consumer Price Index. The data assumes reinvestment of all income
and does not account for taxes or transaction costs.

risk while focusing on interest-rate risk.
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© COMPASS Wealth Management, LLC, as well as Morningstar. While the information contained in this newsletter relies on sources believed to be reliable, accuracy cannot be guaranteed. Unless
otherwise noted, all information and opinions are as of the date of transmittal, and are subject to change without notice. This newsletter is intended for general informational purposes only and it does
not discuss all aspects that may apply to your situation. Please consult with a qualified professional. COMPASS Wealth Management, LLC is a registered investment advisor with the appropriate
regulatory authorities. For additional details on the services that COMPASS offers, we encourage you to also review Parts 2A and 2B of our Form ADV, which is provided on request. For details on the
selection criteria used to determine the recipients of the FIVE STAR Wealth Manager award, please visit our web site (www.compassinvest.com). The criteria used to determine “Morningstar's Best
Client Newsletter”, which was awarded to COMPASS in 2012, can be reviewed in The COMPASS Chronicle’s September 2012 edition, which is also available on our web site.



