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Bonds Continue Slide As Stock Volatility Continues

According to Google Finance, the Dow Jones 30 Industrial Average increased by 13.2% for the eight 
months ended August 31, 2013. Global bond values as reported by Bloomberg Financial declined still 
further to -4.44% over the same period. The decline in bond values was matched by increasing interest 
payments from these same bonds.  

Unemployment

Unemployment as of August 31, 2013 as reported by the Bureau of Labor Statistics (BLS) in the U-3 & U-6 
reports (seasonally adjusted) declined slightly to 7.3% & 13.7% percent respectively, over the last 12 
months. This good news is mitigated by the fact that the “Participation Rate” has again worsened. The 
BLS reported that the Participation Rate dropped from 63.4% to 63.2% 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.) In my opinion, the Participation Rate is so low that it may 
be responsible for the majority of employment improvement.

Perspective On Diversification

Diversification of investment types presumes that one category potentially improves in value if others 
decline in value. Over the recent years, investors witnessed consistent increases in value from their bond 
portfolios. During this same period stock investments were highly volatile. 2013 has seen increases in stock 
prices while bond values have tended to fall. We all wish that all investments would rise simultaneously; 
however, recent history illustrates why diversification is so commonly used. Abandoning diversification 
strategies because of the success of one sector may increase investor’s potential for loss. By talking with me, 
I’m sure we can find a balance of investments that will suit you. 

Old Annuities Compared To New Annuities

Once upon a time, I found and old suit that apparently shrunk while hanging in the closet. Of course, the 
suit was just the same as it was when I hung it up years ago; it was me that changed. If you have annuities, 
they may have become ancient without warning. Many programs can be managed to address current 
needs. If you have an old annuity, I suggest a review of the contract. At the very least, you may better 



understand potential pit falls and available benefits. Many times small changes will make your old annuity 
fit your need better.

Stock investing involves risk including loss of principal. Bonds are subject to market and interest rate risk 
if sold prior to maturity. Bond values will decline as interest rates rise and bonds are subject to availability 
and change in price. There is no guarantee that a diversified portfolio will enhance overall returns or 
outperform a non-diversified portfolio. Diversification does not eliminate market risk. 

Fixed annuities are long-term investment vehicles designed for retirement purposes. Gains from 
tax-deferred investments are taxable as ordinary income upon withdrawal. Guarantees are based on the 
claims paying ability of the issuing company. Withdrawals made prior to age 59 are subject to a 10% IRS 
penalty tax and surrender charges may apply. 

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.


