January 2014 Vol. 4 No. 1

"Morningstar's Best Client Newsletter"

History of Interest Rates

» COMPASS agrees that higher
interest rates are likely in 2014
due to two primary factors: (1)
the tapering of bond purchases
by the Federal Reserve (see
also the article on page two)
and (2) the gradual
improvement of the U.S.
economy.
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To protect the value of clients'
bond holdings, COMPASS has
avoided long-term bonds in
favor of other areas of the
bond market, such as short-
term, floating rate debt, and
high-yield bonds.
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It is commonly known that interest rates have been at
historically low levels for a few years now. But how
low are they? The image illustrates the characteristics
of interest rates of various maturities. On average, long
-term government bonds delivered the highest yield of
5.2%, while intermediate-term government bonds and
30-day Treasury bills provided an average yield of
4.6% and 3.5%, respectively. Current interest rates are
positioned relatively close to the all-time lows,
especially on the lower end of the maturity curve.

A rising interest rate environment seems to be the
generally accepted forecast for the future. While rates
can’t drop much lower from their current level, the
timing and magnitude of the rise still remains highly
uncertain.

History of Interest Rates
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only and not indicative of any investment. Indexes are unmanaged and not available for
direct investment. Government bonds and Treasury bills are guaranteed by the full faith and
credit of the LS. govermment as to the timely payment of principal and interest, U5,
government bands may be exempt from state taxes and income is taxed as ordinary income
in the year received. With government bonds, the investar is a creditor of the government. In
neneral, the price of a debt security tends to fall when interest rates rise and rise when
interest rates fall. Securities with longer maturities and mortgage securities can be more
sensitive to interest-rate changes.

Data: The long-term government-band yield is represented by the monthly Ibbotson SBEI
LS. Long-Term Government-Bond Yield Index, The intermediate-term government-bond yield
is represented by the monthly Ibbotson SBBI LS. Intermediate-Term Government-Bond Yield
Index. The 30-day Treasury bill yield series uses annualized monthly Ibbotson SBEI LS.
30-Day Treasury Bill Total Return Index.
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COMPASS Wealth Management,
LLC is a client-focused wealth
management firm dedicated to
providing superior advice to
individuals, families, and
corporate retirement plans.

Our wealth management services
include investment management,
retirement and gift planning,
education funding, and other
advisory services.
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(978) 254-7040
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We take pride in offering you
expert financial advice along with
personalized service. Assisting
you in reaching your financial
goals is our business and we take
that responsibility very seriously.

If you would prefer NOT to
receive future editions of The
COMPASS Chronicle, please send
an e-mail with "UNSUBSCRIBE" in
the subject line and you will be
removed from the distribution list.

For details on the selection
criteria used to determine the
recipients of the FIVE STAR
Wealth Manager award, please
visit our web site.



