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Every year, our Broker/Dealer, 

H.D. Vest invites 50 of its 

fastest growing financial rep-

resentatives to a fun, yet in-

tense two-day conference.  

This year, I was fortunate to 

be an attendee.  The goal of 

this conference is to reward 

us for the great services and 

solutions we provide to our 

clients on a daily basis, but 

also to keep us on the cutting 

edge, always striving for new 

ways to help our clients meet 

their goals.   

 

Throughout the conference 

we were able to get updates 

from H.D. Vest’s senior man-

agement team pertaining to 

legislative and regulatory 

developments in the industry.  

This information helps us stay 

ahead of the curve on such 

things as the Department of 

Labor’s new definition of a fidu-

ciary under ERISA.  We are confi-

dent that the way in which we 

provide solutions to our clients 

is already following many of the 

rules set forth in this new set of 

regulations and full compliance 

should be seamless. 

 

We were also fortunate to idea-

share with a panel of H.D. Vest’s 

top advisors.  This is a great 

opportunity to hear from the 

best advisors in the industry to 

implement different solutions to 

help our clients on the path to 

their financial success.  It also 

reinforces that Willis & Machnik 

demonstrates best-practices in 

many areas in which we strive to 

meet our clients’ needs.       

 

The conference was also an 

opportunity to network with our 

product partners.  They are im-

portant in that they are the ones 

that help keep us informed of 

new and different ways available 

to help solve our clients’ biggest 

wealth management needs.  

With these resources available 

to us, it’s hard to imagine a 

wealth management issue out 

there that we cannot help 

solve.     

 

Being asked to attend this con-

ference was truly an honor.  It 

speaks volumes to the services 

and solutions we offer our cli-

ents today, but it also is a tes-

tament to our clients, many of 

whom have chosen to do busi-

ness with us for years and have 

offered us the highest compli-

ment of referring friends and 

family to us.  We thank you.   

 

Like Willis & Machnik, H.D. 

Vest is truly like a family, where 

ideas are readily shared and 

help is immediately offered.  

H.D. Vest is our partner, like we 

strive to be a partner to our 

clients.  As always, we will con-

tinue to offer the highest stand-

ard of services and solutions in 

the industry.  Call us to experi-

ence the Willis & Machnik dif-

ference! 
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If you are 70 ½, the IRS   

requires you to begin taking 

Required Minimum Distribu-

tions from certain retirement 

assets.  There are several 

strategies that could mini-

mize your tax burden.   

Donate your RMD Tax-Free to 

a Charity.   

However, make certain the 

charity qualifies under IRS 

rules and the money must be 

transferred directly from the 

IRA to the charity in order to 

be tax-free.  If you withdraw 

from the IRA first and then 

give it to the charity, you can 

deduct the gift as a charitable 

contribution (if you itemize), 

but the withdrawal will be 

included in your adjusted 

gross income. 
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Convert traditional IRAs to 

Roth IRAs.   

Roth IRA balances are not 

subject to RMDS while the 

original owner is alive be-

cause the tax on the principal 

already has been paid.  This   

strategy makes sense if you 

believe your ordinary income 

tax rate in later years will be 

higher.   

 

Fund an annuity.   

To encourages savers to fully 

fund retirement far into the 

Jackson Young Professionals Event 

at Phil & Pat Willis’s Home 
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Interest Rate Risk: Why Duration Matters  

During times of interest rate 

uncertainty, investors are 

often left to wonder what will 

happen to the price of their 

bond holdings if interest rates 

rise or fall. 

 

The answer may lie in a meas-

urement called duration. 

 

What is duration?  

Duration is the time it takes 

for an investor to be repaid 

the price for a bond by the 

bond’s total cash flows. This 

is considered to be the bond’s 

true cost. The longer the re-

payment period, or duration, 

the greater the chances that 

the bond will be exposed to 

interest rate risk.  

Knowing your bonds’ expo-

sure to interest rate risk is 

critical, because bond prices 

generally fall when interest 

rates rise, and rise when in-

terest rates fall. 

 

What does duration tell you?  

Although stated in years, du-

ration is not just a measure of 

time. Instead, duration indi-

cates how much the price of 

your bond investment is likely 

to fluctuate when there is an 

up or down movement in in-

terest rates. Generally, a 1% 

rise in interest rates would 

cause about a 1% fall in a 

bond’s price for every year of 

duration, and vice versa.  

For example, if a 10-year 

Treasury bond has a duration of 

nine years, and the interest rate 

increases by 1%, its price would 

be expected to fall by about 9%. 

Conversely, if the rate fell by 1%, 

the bond’s price would be ex-

pected to increase by approxi-

mately 9%. 

 

Duration is a Measure of the Price 

Sensitivity of a Bond to Interest 

Rate Changes  

 

The relationship between interest 

rates and bond prices is an in-

verse one… 

 If interest rates rise, the 

price of a bond decreases. 

 If interest rates remain un-

changed, so does the bond 

price. 

 If interest rates decline, the 

price of a bond increases. 

 

What affects a bond’s duration?  

Time to maturity. The amount of 

time, in years, before a bond ma-

tures. The bond that matures in 

one year would repay its true cost 

sooner than a bond that matures 

in 10 years. Therefore, all else 

being equal, bonds with shorter 

maturities would have lower dura-

tion and lower interest rate risk. 

Coupon Rate. The interest rate 

that a bond pays to the bond 

holder. If two identical bonds pay 

different coupons, the bond with 

the higher coupon will pay back 

its principal quicker than the low-

er-yielding bond. So, all else being 

equal, the higher the coupon, the 

lower the duration. 

Why should investors care about 

duration? 

By being aware of a bond’s dura-

tion, you can be prepared for: 

Interest rate changes. Based on 

your view of interest rates, you 

may choose to increase or de-

crease the average duration in 

your bond portfolio. For in-

stance, if you expect the US 

Federal Reserve to raise inter-

est rates, you might talk to your 

financial advisor about lowering 

your bond portfolio’s average 

duration. 

Measuring risk. Duration allows 

you to determine which bonds 

are more sensitive to interest 

rate changes, enabling you to 

align the holdings in your bond 

portfolio to your risk tolerance.  

 

Talk to your advisor  

While no one knows for sure 

when and how much interest 

rates will fluctuate, it’s good to 

be prepared by knowing all the 

risks. When and if interest rates 

begin to rise, being knowledge-

able about duration will be-

come all the more important. 

Talk to Pat, Dan and I about the 

duration of your bond portfolio, 

and discuss creating a diversi-

fied portfolio of short-term, 

intermediate-term and long-

term bonds that may help in 

mitigating rising interest rate 

risk. 

 

NOT FDIC INSURED / MAY LOSE VALUE / NO 

BANK GUARANTEE 

This material is for educational purposes only 

and does not contend to address the financial 

objectives, situation or specific needs of any 

individual investor. It is not a solicitation or an 

offer to buy or sell any security or investment 

product. 

Fixed-income investments are subject to credit 

risk of the issuer and the effects of changing 

interest rates. Interest rate risk refers to the 

risk that bond prices generally fall as interest 

rates rise and vice versa. An issuer may be 

unable to meet interest and/or principal 

payments, thereby causing its instruments to 

decrease in value and lowering the issuer’s 

credit rating. 

Asset allocation/diversification does not 

guarantee a profit or eliminate the risk of loss.  
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future, the IRS now allows IRA 

owners to use a portion of bal-

ances toward buying “a qualified 

longevity annuity contract.” You 

don’t have to take an RMD from 

that portion of your IRA until age 

85 so that should be a savings 

in taxes. 

 

If you are 70 ½ and still working 

you may have the ability to save 

and defer taxes through Roth 

IRAs and qualified plans that 

don’t exist for their retired 

peers.   

Remember, if you have multiple 

retirement accounts you may 

not be able to take the RMD 

from just one account.  You 

cannot take the RMD for one 

type of account (such as an 

IRA) from a different type of 

account (your 401k account).  

You may aggregate all of your 

IRAs, i.e. traditional, SEP and 

SIMPLE for RMD purposes but 

you must take a separate RMD 

from your 401k.  Many individ-

uals do not understand the 

differences so talk with your 

tax professional and your in-

vestment advisor to make 

certain you are taking what 

and how the RMD rules re-

quire.  


