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Over the past decade, stock investors have been poorly compensated 

for risking their capital. With wild market swings and subsequent re-
coveries, the bond market has become the “steady hand” in the invest-
ment market. From 2000 to 2010, the value of bonds held by US inves-
tors has increased from $16.9 Trillion to over $36 Trillion and now 
represents over 60% of investor liquid net worth. (source: Securities 
Industry and Financial Markets Association) 

Is this too much of a good thing?  Bonds undoubtedly have a valid place 
in most portfolios.  However, there is potential that we’re being lulled 
into a false sense of security.  Traditionally, bonds are thought of as 
“safe ground”, similar to how investors thought of real estate before 
the 2008 market down-turn.  I fear that investors may learn the hard 
way that bonds can bolster a portfolio, but they can also go down in 
value.   

We’ve seen “boom” time in the bond market for quite a while.  In fact, 
the value of the US Treasury bond has increased by about 35% since 
2007.  However, in my view, “bust” might be closer than we think. 

My concern about investors proclivity for bonds, stems from rates that 
are at all-time lows: 

The 10-year Treasury now yields less (1.61%) than the dividend 
yield of the S&P 500 (2.05%) 

Mortgage rates (30-yr fixed) are near historical lows of <4%  

The 30-year Treasury yields 2.7% (a little more than 1/2 its yield 
in 2007) 

6-month CDs are at <1%! 

The danger lies in the notion that bond prices may only have one way 
to go….down.  As governments “print” their way out of debt, inflation 
becomes a substantial factor, causing rising interest rates and lower 
bond prices. 

Here are a couple of thoughts about buying bonds (and alternatives) in 
a low-yielding bond market: 
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Danger Ahead in the Bond Market?   



After years of contributing to Social Security, it’s time for Baby Boomers to 

begin retiring and receive their benefits.  If you were born between 1943 and 
1954 then you will reach full retirement at age 66.   
 
Planning on early retirement?  You can start receiving reduced benefits as ear-

ly as age 62.  Those who delay, can increase their benefit payments for each month they wait, until age 
70.  Although there are long-term structural issues with the funding for Social Security, it is forecasted 
that payments to retirees will be made in full, up to the year 2033. (source: Social Security Summary of 
the 2012 Annual Reports).  It will be critical for lawmakers to reform the system to ensure full benefits 
continue for younger generations. 
 
So, at what age should you apply?  The answer depends on a number of factors such as your current cash 
needs, health and family longevity, anticipated future financial needs, and other sources of retirement 
income.   
 
Taking Social Security at an earlier age will result in a reduced monthly benefit, but you will receive 
payments for a longer period of time.  Taking the benefit later yields an increased monthly benefit, but 
for a shorter period of time.  Consider the scenarios below to see how the starting age affects the cumu-
lative benefits over a lifetime.  Notice how starting earlier (age 62) yields a greater benefit at age 75, 
while deferring until age 70, yields greater income at age 86.  
 

Cumulative Benefits

 
Assumes an annual Cost of Living Adjustment of 2.6% 
 

Example:  An individual who starts benefits at age 62 receives $1,763 per month.  At age 75 he will have 
received $351,837 in cumulative benefits.  Compare this with an individual who receives $2,350 a month 
at age 66 and receives $550,821 in cumulative benefits by age 81.    ….continued on page 4 
 

  Age Starting at age 62 

($1,763 per month) 

Starting at age 66 

($2,350 per month) 

Starting at age 70 

($3,102 per month) 

Cumulative 

Benefit 

75 $351,837 $317,389 $238,375 

81 $545,896 $550,821 $516,438 

86 $732,075 $774,774 $783,211 

95 $1,133,776 $1,257,976 $1,358,802 

Braden Schipke, CFP®   CERTIFIED FINANCIAL PLANNER™ 
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Is It Time Yet?   
Considering Social Security Benefits 

Congratulations Braden! 

After many months of study, Braden has achieved his certification as a CERTIFIED FINANCIAL         
PLANNERTM.  The CFP®  is the gold-standard in financial planning and only a select group of professionals have met (and 
will maintain) the rigorous requirements necessary.  We’re proud of Braden’s accomplishment and know it will bring great 

value to our firm and our clients. 
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GenWealth Walks for Hope 

When my mother was diagnosed with Stage IV breast cancer in September, 2011, the initial emotions 

I felt were fear, grief and powerlessness. I realized very early on, that my usual tendency to take con-
trol, gather the facts, and act accordingly could not cure my mother’s disease.  

This battle would require stamina, patience and determination. 
A marathon, not a sprint.  

The fight against breast cancer has been a long, arduous war.  
While not yet won, there have been some real victories.  

Statistics show that the 5-year survival rate for breast cancer 
(caught in the early stages) is now 98% compared to only 74% 
in 1982.  Death rates from breast cancer have decreased 2.2% 
annually between 1990-2007. This decline has been attributed 
to treatment advances, earlier detection through screening and 
increased awareness.   

By going through the complex process of diagnosis and treatment with my mother, I’ve learned that win-
ning this fight boils down to a simple formula: 

Awareness=Early Detection=Hope=Survival 

Through this approach, we can begin to envision a future without breast cancer.  I’m proud that my firm, 

The GenWealth Group, is ready to do its part by hosting a fundraiser for a charity so personal to me!  

 

The BCRF was founded by Evelyn Lauder (of the Estee Lauder Companies).  Its mission is to prevent 

and find a cure for breast cancer in our lifetime by providing critical funding for research at leading 

medical centers worldwide.   

For a $50 dollar donation to register, participants in GenWealth Walks for Hope will receive: 

Pre-Walk Breakfast 
Guided 3-mile Walk (through Maplewood) 
Pink Team T-Shirt 
Digital Pedometer 

Can’t attend?   
You can still donate!  Click to learn more:  www.thegenwealthgroup.com   

  

  

Kimberly DiBlasi, Chief Operations & Compliance Officer 

Join us for a 3-mile walk (led by 

Risa Olinsky, MA, of Count On Your-

self Coaching).  Every dollar raised 

goes to the Breast Cancer Research 

Foundation® (BCRF) 

www.bcrfcure.org 

Saturday, September 29th, 
2012  

Start time:  8:30am 
(rain date:  Sunday, September 30th) 
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Bonds are subject to market and inter-
est 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.  Gov-
ernment bonds and Treasury bills are 
guaranteed by the US Government as 
to the timely payment of principal 
value.  Treasury Inflation-Protected 
Securities (TIPS) are subject to market 
risk and significant interest rate risk as 
their longer duration makes them 
more sensitive to price declines associ-
ated with higher interest rates.  Munic-
ipal bonds are subject to availability 
and change in price.  They are subject 
to market and interest rate risk if sold 
prior to maturity.  Bond values will 
decline as interest rates rise.  Interest 
income may be subject to the alterna-
tive minimum tax.  Municipal bonds 
are federally tax-free, but other state 
and local taxes may apply.  Stock in-
vesting involves risk including loss of 
principal.  The fast price  swings in 
commodities and currencies will result 
in significant volatility in an investors’ 
holdings. 

DANGER IN THE BOND MARKET...continued from page 1 

There’s No Free Lunch.  High-yield bonds, while offering a more attrac-
tive potential rate than treasuries or investment grade bonds, historically 
have more volatility.   

Favor Shorter Maturity vs. Longer.  When interest rates rise, bonds with 
longer maturity can experience greater loss in value.   

Buy Treasury Inflation Protection Bonds (TIPS).  They are backed by the 
US Government. Unlike most bonds (that lose value as new bonds are issued 
with higher rates), the interest and principal of TIPS bonds increase with 
interest rates. 

Consider High-Dividend Yielding Stocks.  Yes, stocks have more volatili-
ty, but they also have higher potential for long-term growth. 

Consider Tax Free Municipal Bonds .  If you are in a higher-tax bracket 
and concerned about municipal solvency, look at revenue bonds as an alter-
native.  Revenue bonds are backed by the revenue of a specific project (i.e. 
bridge or toll-road). 

Consider Other Sources of Income:  For retirees searching for income, 
consider “systematic withdrawals from a more “balanced” portfolio rather 
than drawing income exclusively from bond yields. 

Consider Commodities.  Think about precious metals for a portion of 
your portfolio. While they offer no yield, they’re a historical inflation hedge. 

At some point, stocks may again rule the day and world economies may 
grow at a more consistent pace. The potential flight from bonds to stocks 
may provide fuel for a multi-year stock market run.  Until this potentially 
happens, consider buying bonds with caution. 

SOCIAL SECURITY...continued from page 2    

Did You Know?  

If you receive other retirement income (i.e.: pension or part-time wages) 
your social security payments may be taxable.  Speak with your account-
ant or financial advisor to minimize your tax burden. 

Are you divorced?  As long as you were married at least 10 years, have 
not remarried, and are age 62 or older, you could be eligible to claim 
benefits under your ex-spouse.   

You can view your Social Security benefit information online at http://
www.socialsecurity.gov/mystatement/ 

While most people understand the basics of Social Security, the strategies to 
help increase benefits can be complicated.  Please call our office if you plan 
on applying for Social Security.  We’ll have a detailed discussion on the best 
approach for you.  
Information contained in this article was derived from The Official Website of the Social Secu-
rity Administration.  No strategy assures success or protects against loss. LPL #1-073876 
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