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April 2023: Time for a Planning Check-up & Portfolio  Review  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The markets are as uncertain as ever. The headlines give us plenty to worry about from recession, ailing 
stock prices, talk of war to bond market woes and troubles in the banking sector. Let’s take one thing at 
a time. In this outing we will address the role of fixed income in your portfolio and your day-to-day 
financial affairs. We will address the stock market in a separate commentary coming soon.  
 
Here are a few things on our mind and probably yours: 
 
Held Away Assets 

We often encourage clients to hold funds outside of the stock, bond, and cash equivalent portfolios 
we manage for them. In many cases it is incumbent upon us to offer this advice as fiduciaries. 
 
There is very little that we can’t offer through our custodians. But there are reasons for maintaining a 
held away account. Reason number one is that familiarity with a nearby brick-and-mortar bank helps 
provide you with peace of mind. Funds held there in checking, day to day and savings account can 
provide for day-to-day expenses, for earmarked upcoming expenses and more. Near instant liquidity and 
down the street convenience, not attractive interest earnings are the trade-offs. 
 
Held away accounts have also served as a temporary source of income and emergencies during a decline 
of stock or bond market position values. We can arrange to replenish these as soon as stock positions 
managed by us return to profitability or bond positions reach maturity. But they don’t all have to yield 
little interest. 
 
Certificates of Deposit 

Most folks are aware of FDIC insurance, long a feature providing insurance of the principal and accrued 
interest. Interest earnings are once again attractive. There are insurance limits on the size of an account  
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at $250,00 these days. It is easy to extend that coverage through a variety of means we use, all the way 
up to multiple millions. Depending on your liquidity needs we can advise you on the variety of 
strategies, types, and terms available. These can be held away or held by our custodians, often at 
nominal or no fee arrangements. CDs come with differing access provisions by virtue of differing 
maturities and early withdrawal penalties. We can show you how to take advantage of these provisions. 
 
Federal Credit Unions offer a comparable form of insurance though their NUAC program. State 
chartered credit unions may offer insurance by different means. 
 
Bond Markets 

The Bond markets dwarf the size of the stock markets. They underpin our economy, accommodating the 
flow of cash assets in ways most clients are unaware. You know bonds primarily as sources of savings, 
of income, or interest earning loans to municipals and corporations. We traditionally use them as buffers 
against the volatile swings of stock market prices in your portfolio.   
 
What you may not be as familiar with is the bond market’s roles in greasing the wheels of daily 
commerce and investment as backstops and collateral.* Incidentally the size of the bond markets is in 
turn dwarfed by the money supply (total of cash and equivalent in the economy.) 
 
The bond market is central to the so-called banking crisis making headlines these days. It may be 
global and the end of the world as it unwinds, or it may resolve itself with time and judicious 
intervention. I will bet on the latter, but predicting the outcome is beyond my pay grade. 
 
Here is the back story: 

Some banks no longer appear as sound in the event of a bank run by depositors. This is the view when 
assessed by a common measure, the bank’s ability to meet withdrawal demands. In some cases, it is the 
fault of the bank, period. But I believe that it is also the way in which the Federal Reserve, late to the 
party, has addressed growing inflation. It has rapidly changed the rules in midstream.  
 
The Fed’s actions were three-fold in bringing on concerns. First, they put regulations in place years ago 
that encouraged banks to do a good thing; bolster the bank’s balance sheet as a sign of stability and 
strength by investing in pristine quality US treasuries with long maturities. Second, they required the 
banks to record the invested bonds in two different buckets, one for ready access by depositors, the other 
to be held to maturity to meet reserve ratio requirements for lending (e.g., $10 reserves required for each 
$100 allowed to lend out etc.). Third, the pace of the Fed’s flip didn’t give banks time to adjust. It 
doesn’t take much but fear and rumors to start a bank run. Stranger yet, in most cases it doesn’t appear 
to be a run in the traditional sense. Depositors didn’t necessarily remove their funds from the bank. They 
simply moved the funds from low earning savings, day to day, or sweep accounts to higher earning 
money market accounts and funds at the same bank. This impacted the bank’s revenues counted on for 
reserve requirements and forced those long-dated maturity treasuries to be marked to market. What 
would a $1,000 3% percent bond’s value become in a 6% interest environment if it had to be sold that 
day? Much less the $1,000 value initially invested, and ultimately restored at maturity! 
 
This back story should help explain the recent poor performance of the bond funds in your 
portfolio. 
 
*The institutions and functions associated with this Market come with arcane names like repo market, reverse repo market, 
central clearing, currency exchange and more. These are in addition to more familiar names such as the Treasury 
Department, Federal Reserve (Central Bank of the US), prime banks (regarded as too big to fail) and the various regulatory 
authorities. 
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Bond Funds  

Many still remain in underwater positions for the time being. 
 
Most of our bond funds, like those of the banks, have long been invested in 
pristine quality US treasuries. And the great majority of these, unlike those 
of the banks, are in shorter term, not long-term duration bond vehicles. 
Without unwelcome surprises most should soon be back in the profit 

column, not counting the interest they have been earning all along, even if not at the most current 
attractive rates. 
 
Where we can, we have moved you to individual US treasuries with fixed short-term maturities. 
 
Alternatively, we have moved some positions to government money market mutual funds, to CDs 
or investment quality tax exempt municipal bonds.  
 
Still dragging down portfolio performance are some corporate bonds, corporate bond funds, and even 
inflation protected bond funds with longer dated maturities. 
 
 
Money Markets 

Much like CDs and often with higher earnings rates and additional liquidity without penalty, these come 
in a few types. Traditional bank money markets, government money market mutual funds, and prime 
money market mutual funds. Some are FDIC or NUAC protected, others are protected by the SIPC and 
ancillary insurers such as Lloyds of London. Call us for details and advice about where and how to best 
hold these for various purposes and details on the insurances. We prefer government focused money 
market funds. Will tell you why when we meet. 
 
 
Annuities 

About the only one that might make sense in certain situations are plain vanilla “fixed rate deferred 
annuities.” These are often sold as a tax deferred proxy for CDs. But they often come with severe 
penalties for early withdrawals compared to CDs. And lack the liquidity of properly structured CDs 
purchases. More importantly, their purchase may take an important portion of funds out of the portfolio. 
Those funds are properly needed within the portfolio for its effective management. There are a couple of 
situations where we like to use them. One is for a spendthrift athlete with a big contract or an accident 
victim with a big settlement, and with a tough time hanging on to their newfound wealth. The other is a 
client who, despite our efforts to explain the inflation fighting objective of a balanced portfolio including  
stocks for growth, inflation fighting, and income, just can’t take the vagaries of the markets any longer. 
 
Two other annuity types aren’t really investment solutions. One is a short term (3-to-5-year term income 
annuity). In essence it just gives you back your money over the term of the annuity, plus a smidgen of 
interest along the way. And the last is a lifetime income annuity. But you probably have one or more 
already. One in particular has the added benefit of fighting inflation. It’s your Social Security benefit. 
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What about the stock markets?  
As we mentioned earlier, more about that in the interim letter to come. We will certainly address stocks 
when we meet as well, whether stock funds, individual stocks, dividend  providers and more. 
 

In the meantime: 

Market YTD is up. Our portfolios on average are still struggling with 
bond troubles dragging down performance. Yes, most of our portfolios are 
up 2-4% in the first quarter. Multiply that by 4 quarters and we can dream 
about 8 to 16% for the year. A nice dream. The reality is that there is 
plenty of rough water to navigate this year. 
 

Fed actions, threat of wars, consumer sentiment, job reports, and traders with their fingers on the trigger 
may soon suggest what’s ahead. 
 
That all gives us plenty to talk about when we meet, in the context of your needs and 
objectives, and concerns. 
 

  

      Fred R. Fadel,  CFP®  

Information herein has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed. No responsibility is 
assumed for errors and omissions or for updating information after transmission. It should not be viewed as a solicitation or offer of services. Willink Asset 
Management, LLC is not responsible for content on sites accessed through links to this transmission and makes no representations or warranties as to the 
accuracy, timeliness, suitability, completeness, or relevance of information prepared by any unaffiliated third party, whether linked or incorporated herein. 
This newsletter should not be deemed as individual investment advice. Consult with your advisor and read the prospectus of investment products before 
making a planning or investment decision. Performance data published herein are not predictive of future performance. 

 
 

 
 
 
 
 

If you have questions or would you like to learn more about our services: 
 

Click here to Send us an Email 
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