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2015 Market Performance
01-01-2015 to 5-31-15
DJIA ^DJI Up 1.05%
S&P 500 ^GSPC Up 2.36%%
NASDAQ ^IXIC Up 7.64%
Russell 2000 ^RUT Up 3.35%

* Index performance does NOT
include any fees (Gross of fees)

Source: http//finance.yahoo.com

PLEASE LIKE US ON FACEBOOK !

Home Prices on the Rise Amid Low
Inventory Levels and High Demand

The latest report from CoreLogic showed that home
prices continued to rise at a much faster pace than
previously expected, growing 2.0% in March. On a
year-over-year basis, the growth stood at 5.9%, the
fastest pace since last July. CoreLogic predicts that
prices will rise 0.8% in April, and that the year-over-
year growth will tick down to 5.4%.

Unusually low inventory levels and a coinciding
increase in demand are driving the prices of existing
homes higher. Faster-growing prices are both good
and bad news. The bad news is that the higher pace of
home price increases may put a dent in the
affordability of existing homes, which is something
that has the potential of slowing down the housing
recovery. The good news is that it is reassuring to see
many new buyers who feel financially secure and
confident enough to buy a home, even at higher prices.
Faster price growth also helps existing homeowners to
emerge from their underwater mortgages. According

to CoreLogic, current home prices are still 11% below
their April 2006 peak. More important, as faster-
growing prices hurt the affordability of existing homes,
the demand might shift toward new homes. The gap
between existing-home prices and new home prices
had grown unusually wide and declines in that gap
could bolster the construction sector. That, in turn,
could provide a direct boost to the GDP and
employment. CoreLogic predicts that the price growth
of existing homes may moderate later this year and
that the prices may increase by about 5.1% from
March 2015 to March 2016.

This article contains certain forward-looking
statements which involve known and unknown risks,
uncertainties, and other factors that may cause the
actual results to differ materially from any future
results expressed or implied by those projected
statements. Past performance does not guarantee
future results.
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I Bonds Versus TIPS, Part 1

Most investors looking for a low-risk hedge against
inflation automatically think of Treasury Inflation-
Protected Securities, or TIPS. But under the right
circumstances, I Bonds, which also offer an inflation-
adjusted interest rate, may be just as useful—provided
that investors understand how they work and how they
differ from TIPS.

One reason that investors don't hear more about I
Bonds is that, unlike many other bond types, they are
not traded on a market. Only the person in whose
name they are registered may redeem them. As such, I
Bonds are not found in bond funds' portfolios. These
are securities you have to invest in directly.

There are two ways to purchase I Bonds. You can buy
them in electronic form directly from
TreasuryDirect.gov or you can instruct the IRS (using
Form 8888) to use some or all of your federal income
tax refund to buy paper I Bonds or to send the money
to your TreasuryDirect account, which you can then
use to purchase them.

One drawback of I Bonds is that annual purchases are
limited to $10,000 per Social Security number for
electronic versions and $5,000 per year for paper
versions. So, investors who hope to make I Bonds a
cornerstone of their inflation-protection strategy and
who have a large amount of assets may have to build a
suitable position over time. Also, electronic I Bonds
may be purchased in any amount of $25 or more,
while paper I Bonds are only issued in denominations
of $50, $100, $200, $500, $1,000, and $5,000.

Difference in Inflation-Adjustment Methods

Like TIPS, I Bonds are designed to adjust for
inflation, although they do so in different ways. For
one, TIPS adjust the value of their principal and, thus,
the yield, while I Bonds adjust the yield directly with
no change to the principal value. Both adjust for
inflation semi-annually, and for I Bonds, this happens
on the six- and 12-month anniversaries of the date
they were issued (the rate of the adjustment is
determined every May and November). Both security
types use the Consumer Price Index as the basis for
their inflation adjustments.

The fact that I Bonds adjust their yields only twice a
year and are not tradable means that they can be less
sensitive than TIPS to near-term changes in the rate
of inflation. For example, if inflation spikes in June of
a given year, an investor holding I Bonds would have
to wait at least another five months, until November,
for the yield on the I Bond to reflect this change (and
possibly longer if the anniversary of the I Bond's
purchase falls after November). With TIPS, that's not
an issue because market prices will adjust to reflect
more recent changes to the rate of inflation. Of course,
if inflation heads lower, the delay in the adjustment
could potentially provide a short-term advantage for I
Bonds relative to TIPS.

The interest rate paid by I Bonds includes both a fixed
rate that remains constant for the life of the bond plus
the inflation adjustment. With interest rates as low as
they are right now and inflation relatively low as well,
newly issued I Bonds aren't paying much. In fact, the
fixed-rate portion of new I Bonds is paying 0%, while
the inflation rate for the full year ending with the most
recent adjustment last November is 1.48%, for an
overall composite rate on the bond of 1.48%.
However, one advantage that I Bonds have over TIPS
is that their composite interest rate is guaranteed to
never fall below 0%, meaning the bondholder is
guaranteed to never lose principal. With TIPS, yields
can turn negative, potentially leading to losses for the
bondholder.
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I Bonds Versus TIPS, Part 2

Interest Payments and Tax Advantages

I Bonds continue to earn interest for up to 30 years
but can be redeemed as soon as after 12 months.
However, a three-month interest penalty applies. They
can be redeemed after five years with no penalty.
Unlike with TIPS and other bond types, which pay
out periodic interest payments, I Bond interest accrues
until the bond is redeemed, compounding twice a year
while offering no periodic payments.

For those looking for an inflation hedge to be held in a
taxable account, I Bonds offer some tax advantages
relative to TIPS. The most important of these is that I
Bond-holders may defer paying taxes on interest until
they redeem the bond. The holder of a TIPS, on the
other hand, must pay taxes each year on the interest as
well as on any adjustment to the value of its principal
(sometimes referred to as "phantom income"). As with
TIPS, the interest on I Bonds is taxable at the federal
level but is exempt from state and local taxes.

For some college savers, I Bonds also offer a tax
advantage in that interest is tax-free if used to pay for
college tuition and fees. However, income restrictions
do apply. For 2014, the tax break began phasing out at
$113,950 in modified adjusted gross income for
married couples filing jointly and phased out
completely at incomes of $143,950 and above. (For
single filers, the tax break starts to phase out at
$76,000 and goes away at modified adjusted gross
income above $91,000.)

Are I Bonds for You?

If you are an investor looking to add inflation
protection to your portfolio and willing to hold on to a
security for the long term, I Bonds may be worth a
look. But remember that they are designed to serve
primarily as a principal-preservation tool rather than a
source of periodic income. If you're looking for
inflation protection that also pays regular income, you
might want to consider TIPS.

On the other hand, because I Bonds are not traded,
they are essentially immune to interest-rate risk

because changes to prevailing rates have no impact on
their value. The same cannot be said of TIPS, which
are traded and, therefore, susceptible to prevailing
interest-rate movements.

If you are considering I Bonds as a long-term holding,
it might be worth waiting until interest rates begin
moving higher so that you can attempt to lock in a
fixed rate that is above 0% in addition to the inflation
rate on the bond. The I Bond's fixed rate hasn't
reached 1% since 2007, and there's no telling when
rates will return to that level. But for an investment
you plan to hold for many years, any fixed rate is better
than nothing.

Debt securities have varying levels of sensitivity to
changes in interest rates. In general, 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.

TIPS are guaranteed by the full faith and credit of the
U.S. government as to the timely payment of principal
and interest. TIPS are subject to risks which include,
but are not limited to, liquidity risk, credit risk,
income risk, and interest-rate risk.

An investment cannot be made directly in an index.
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Not All Index Funds Are the Same

The choice to use index funds rather than actively
managed funds is a significant one. Index funds tend
to be rather straightforward, easy-to-own, and cost-
effective investment vehicles. But, just like actively
managed funds, index funds also have their differences
that investors should be aware of.

Cost Still Counts. Different index funds can charge
different fees. Funds that are otherwise virtually
identical (meaning they track the same index) can
nonetheless produce different returns based on their
fees, because fund fees are deducted from returns. This
cost difference can have a significant effect on fund
performance when compounded over time.

The Challenges of Tracking an Index. Tracking error
is the degree to which an index fund fails to mirror its
benchmark's performance during a given time period.
As the components and weightings of an index change

over time, the fund must buy and sell holdings in an
attempt to match it, and some funds may do this
better than others.

Subtle Index Differences. Index funds within the same
category may not track the same index. Consequently,
two index funds that may sound very similar could
actually have very different portfolios and performance
numbers.

The investment return and principal value of mutual
funds will fluctuate and shares, when sold, may be
worth more or less than their original cost. Mutual
funds are sold by prospectus, which can be obtained
from your financial professional or the company and
which contains complete information, including
investment objectives, risks, charges and expenses.
Investors should be read the prospectus and consider
this information carefully before investing or sending
money.

©2013 Morningstar, Inc. All Rights Reserved. The information contained herein (1) is intended solely for informational purposes; (2) is proprietary to Morningstar and/or the content providers; (3) is not
warranted to be accurate, complete, or timely; and (4) does not constitute investment advice of any kind. Neither Morningstar nor the content providers are responsible for any damages or losses arising
from any use of this information. Past performance is no guarantee of future results. "Morningstar" and the Morningstar logo are registered trademarks of Morningstar, Inc. Morningstar Market
Commentary originally published by Robert Johnson, CFA, Director of Economic Analysis with Morningstar and has been modified for Morningstar Newsletter Builder.

Ed Horwitz
GAH@Horwitzadvisors.com

1650 Lake Cook Road
Suite 190
Deerfield, Illinois 60015

Ed@horwitzadvisors.com
www.HorwitzAdvisors.com

Tel:(224)-632-4600
Fax:(224)-632-4591

E.A. Horwitz as well as Morningstar relies on sources believed to be reliable for the the information contained in ths newsletter, 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 at our firm.  E.A. Horwitz LLC is a registered investment advisor with the appropriate regulatory authorities.  For additional details of
the services that E.A. Horwitz LLC offers, we encourage you to 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.HorwitzAdvisors.com


