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The Dow Moves Ahead Of Bonds

According to Google Finance the Dow Jones 30 Industrial Average increased by 11.26% for the three 
months ended March 31, 2013. Bond values as reported by Bloomberg Financial declined by .1% over the 
same period. Rapid increases in stock market values are always exciting. However, the factors that may 
have caused the volatility of recent years are still present, so investors must still use caution as they select 
investments. What happened in the past few months does not predict what will happen in the future.

Unemployment

Unemployment as of March 31, 2013 as reported by the Bureau of Labor Statistics (BLS) in the U-3 & U-6 
reports (seasonally adjusted) declined slightly to 7.6% & 13.8% respectively, over the last 12 months. This 
good news is mitigated by the fact the “Participation Rate” has again worsened. The BLS reported the 
Participation Rate dropped from 63.5% to 63.3% in one month. (Remember that “Participation Rate” is 
the percent of people who are working or looking for work. A lower percent means more people have 
dropped out of that group.) Some experts believe that the declining Participation Rate may be causing 
what appears to be improved unemployment numbers.

All Eyes Are On Interest Rates
Bond values generally move in the opposite direction of interest rates. When interest rates go up values go 
down and the reverse is true too. For many years bond values have had nice increases in value. The 
increasing values and interest payments (dividends) to investors have helped satisfy our aging population’s 
need for income. Some experts feel the interest in bonds has created a “balloon” in bond prices that could 
burst if interest rates begin to rise. Given all of this, should you sell your bonds? I am not recommending 
the sale of bonds at this time. However, I do feel all investors should pay close attention to interest rates. If 
we begin to see signs of higher rates, your bond position must be reassessed.

Sequestration Fears Fade

Sequestration represents automatic cuts in government spending combined with automatic tax increases. 
A short time ago, our media portrayed these spending changes as a disaster to be avoided. There is no 
doubt that cuts in government spending will effect many people and government services directly. In some 
cases, like White House tours, the cuts seem intended to punish the public. What I think is important is 
government spending can be cut without the world ending. Since our government is spending One 
Trillion Dollars more than it takes in, I’d like to see more cuts in government spending. In my opinion, less 
government spending may do more to help our economy than most of us know.



The opinions voiced in this material are for general information only and are not intended to provide specific advice 
or recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your 
financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All 
indices are unmanaged and may not be invested into directly. The Dow Jones Industrial Average is comprised of 30 
stocks that are major factors in their industries and widely held by individuals and institutional investors.


