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Fixed-Income Allocations as of December 2013

Investors Have Most of Their Money

in Intermediate Bonds

Most bond investors expect
interest rates to increase as
the Federal Reserve tapers its
latest quantitative easing, bond
purchase program and the
economy continues its slow
improvement.

Since there is an inverse
relationship between bond
prices and interest rates, with
long-term bonds having the
strongest inverse relationship,
excluding long-term bonds
from your portfolio is likely the
best course of action, a course
COMPASS has followed.

The Fed has been slowing down its quantitative easing

program, which would normally cause interest rates to
rise. Long-term bonds tend to be more sensitive to
changes in interest rates than intermediate- and short-
term bonds. This is because investors want to be
compensated for the higher risk and uncertainty that
come with longer-term investments. Also, when
interest rates start climbing, bonds already on the
market have to compete with newer bonds that pay
higher coupon rates.
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Past performance is no guarantee of future results. This is for illustrative
purposes only and not indicative of any investment. An investment cannot be
made directly in an index. Government bonds and Treasury bills are guaranteed by
the full faith and credit of the U.S. government as to the timely payment of
principal and interest, U.S. government bonds may be exempt from state taxes and
income is taxed as ordinary income in the year received. With government bonds,
the investor is a creditor of the government. With corporate bonds, an investor is a
creditor of the corporation and the bond is subject to default risk. Corporate bonds
are not guaranteed.

As illustrated by the image, investors are aware of all
this. As of December 2013, most of the assets
allocated to fixed income were placed in intermediate-
term bonds. This appears to indicate that most
investors are risk-averse and avoid placing too large a Data: The chart is constructed based on total net asset data from funds in
Morningstar’s database. The analysis includes U.5. open-end mutual funds and

exchange-traded funds but excludes money market funds and funds of funds. Data
as of December 2013.

share of their assets in long-term (more volatile)

bonds.
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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.



