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What do you expect to happen in
the bond market?
By Patricia C. Brennan, CFP®
Bonds have served many well over
the past 30 years. They have created
stability in investors’ portfolios and
provided “go to” money in time of stock
volatility. But many are predicting a
bond bubble.
Here is the issue we face: The
economic landscape is shifting. Interest
rates are starting to rise. We can
reasonably anticipate that they will
continue to ascend.
Bond prices move inversely to interest rates. As interest rates rise, bond
values, with few exceptions, decrease.
Those exceptions may include floatingrate, inflation-indexed and high-yield
bonds, which by their nature can be
more resilient to interest rate fluctuations. However, it should be noted that
these products are not without risks.
Specifically, high-yield bonds involve
additional risks due to their lower credit
quality, which can lead to increased
volatility and risk of default.
Because the biggest threat to the
bond market looms large, it may be
prudent to evaluate your portfolio. If
you own bonds, your motivation for

including them in your portfolio was
likely to generate dependable income
and create stable, conservative growth.
If these goals are still important to
you, and you are concerned about
the continued performance of your
bond holdings, consider the following strategies.
• Certificates of deposit. If you have
the opportunity to get 2 percent on a
bond, or 1 percent in a CD, the additional 1 percent bond yield may not be
worth the additional risk you bear in
this environment. Important differences exist between CDs and bonds.
For example, CDs are generally covered
by the FDIC for deposits of up to
$250,000. Bonds are not FDIC insured
and will fluctuate in value.
• Bond ladders. This involves dividing investment dollars evenly among
bonds that mature at regular intervals,
such as every six months. A bond ladder strategy typically consists of individual bonds, and therefore requires
skill at evaluating credit risk. It can,
however, be an effective way to produce
regular cash flow and flexibility.

• Convertible securities. These will
give you the option to be exchanged
for another asset, generally a fixed
number of shares of common stock.
This strategy will give you flexibility
to transform your portfolio in response
to market conditions.
• Dividend-paying stocks. A number
of well-known stocks pay dividends
well in excess of average bond yields.
As long as you are willing to accept the
volatility of the stock market and the
fact that dividends are not guaranteed,
this strategy might be worth pursuing.
• Core and satellite. The best
approach is usually a combination of
the aforementioned. Consider a core
of laddered bonds to potentially supplement cash flow, or to be reinvested
if rates increase, while the actively managed satellites add value over time.
If you, like many, sought the shelter
of bonds to weather stock volatility, it
may be time to switch gears. Talk to
your financial advisor about what you
can do to preserve your portfolio.

Investments, including those discussed in this article, involve risk including the potential loss of principal. No investment strategy can guarantee a profit or
protect against loss in periods of declining values. Individual situations will vary; therefore, the information and products presented here may not be
appropriate for all investors. This information should only be relied upon when coordinated with individual professional advice.
ABOUT PATRICIA C. BRENNAN
*Candidates for the Philadelphia Business Journal and Barron’s were determined by The Winner’s Circle. Candidates were valued on criteria such as assets under
management, revenues, experience and record of regulatory compliance and complaints. Candidates were further vetted based on in-depth interviews and discussions with management, peers and customers, as well as professional achievements and community involvement. The Winner’s Circle does not receive compensation
from participating ﬁrms or their affiliates, ﬁnancial advisors or the media in exchange for rankings. In addition to the criteria used for the Barron’s article and
the Philadelphia Business Journal, Wealth Manager magazine takes into consideration service to industry organizations and mentoring to others. Presented to 7
percent of wealth managers with five years of experience in the financial services industry, all professions within a market area. Each wealth manager was
reviewed for regulatory actions, civil judicial actions and customer complaints. http://www.ﬁvestarprofessional.com/ﬁveStarAssets/pdfs/GenericResearchWM.pdf.
Third-party rankings from rating services or publications are no guarantee of future investment success.
The Delaware Valley region is defined as the following counties: Pennsylvania—Berks, Bucks, Chester, Delaware, Montgomery, Philadelphia; Delaware—
New Castle; Maryland—Cecil; and New Jersey—Atlantic, Burlington, Camden, Cape May, Cumberland, Gloucester, Mercer, Ocean, Salem.
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About Patricia C. Brennan
A graduate of Georgetown University and a Certified Financial Planner, Patricia C. Brennan strives to communicate complex financial concepts in understandable terms. She has frequently been named one of Barron’s top
100 women financial advisors, as well as one of its top 1,000 financial advisors in America (February 2009)*.
Other accolades include: one of America’s top 100 independent advisors, Registered Rep magazine, November
2007; one of the 50 most influential women in wealth management, Wealth Manager magazine, April 2008;
number two in the Greater Philadelphia Area, Philadelphia Business Journal, October 2008; and five-star wealth
manager, Philadelphia magazine, November 2009.

Assets Under Management
$300 million

Compensation Method
Asset-based and fixed fees; commissions (investment and insurance products)

Minimum Net Worth Requirement
$500,000

Professional Services Provided
Planning and investment advisory services

Minimum Fee for Initial Meeting
None required

Largest Client Net Worth
$70 million

Financial Services Experience
24 years

Primary Custodian for Investor Assets
Pershing

Association Memberships Financial Planning Association
Website www.keyfinancialinc.com

Email pbrennan@keyfinancialinc.com

Securities and advisory services offered through Royal Alliance Associates Inc., member FINRA/SIPC and a registered investment advisor.
Advisory services offered through Key Financial Inc., a registered investment advisor not affiliated with Royal Alliance Associates Inc.
The views expressed are not necessarily the views of Royal Alliance Associates Inc.
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About the Worth Leading Wealth Advisors
The Worth Leading Wealth Advisor admittance process is based on, but not limited to, the Advisor’s experience, education, fiduciary status, compliance record, wealth management services,
methods of compensation and scope of current business. In order to be considered for the Worth Leading Wealth Advisors Program, financial professionals must be willing to provide complete
and full disclosure to investors so that independent analysts from Paladin Registry can thoroughly screen and evaluate their credentials, ethics and business practices. Once admitted,
Advisors pay a fee to be included. Investors and potential investors are solely responsible for the decision to select particular Advisors.

