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Friday, August 5, 2011, at 4 p.m. EDT

Financial Advisor Webinar Series

Andrew D. Martin

President of 7Twelve Advisors, LLC

Long-Term Bond Fund Investors 

Perform Better Than Expected 

In A Period Of Rising Rates

Andrew Gluck, Moderator

Editor, Advisors4Advisors.com

Fritz Meyer   August 2011 Economy Update Tuesday, August 9

Tammy Emsick The Switch Is On Again For RIAs Friday, August 12

Bob Keebler Introduction To Tax-Aware Investing Friday, Sept. 9

Doug Carter Letting Prospects Sell Themselves Friday, Sept. 16

Upcoming Webinars
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• Advisor News Aggregated Daily

• Investment, Technology & Industry

• Practice Management

• 50+ Hours Of CFP® CE Videos 

• 100+ Hours Of IMCA® CE Videos

“A4A cut my research time in half”
Kathleen Iola

Iola Financial Group 

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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See New Investment and Marketing Blogs

CIMA® - CIMC® - CPWA® - CE Credit

• Enter CFP® ID in post-webinar survey

• CE credit automatically submitted

• Must attend at least 50 minutes

• Replays: post-webinar quiz required 

• Submit “Thank You For Attending” Email to obtain credit

CFP® CE Credit

Other Certifications

You submit CE Form to IMCA

http://bit.ly/IMCA-CE-Form.pdf

This webinar’s program ID is: 158733448

http://bit.ly/IMCA-CE-Form.pdf
http://bit.ly/IMCA-CE-Form.pdf
http://bit.ly/IMCA-CE-Form.pdf
http://bit.ly/IMCA-CE-Form.pdf
http://bit.ly/IMCA-CE-Form.pdf
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Andrew D. Martin, 

President

7Twelve Advisors, LLC

(615) 341-0712
amartin@7twelveadvisors.com 

www.7twelveadvisors.com

• President of 7Twelve Advisors, LLC 

– Creators of the first strategic investment product for retail and 
institutional investors that is diversified across seven asset 
classes. 

• Girard Securities, Inc., Nashville   Registered Principal

– A FINRA/SIPC broker/dealer with headquarters in San Diego   

• Hornor Townsend & Kent, Nashville   Regional Sales Manager

– Co-managed a 210 rep, 13 state office, grew it to the 2nd highest 
performer in the company. 

• J.C. Bradford & Co., Nashville Investment Broker

– 100% transfer rate of clients to new firm. 

• Merrill Lynch, Nashville   Financial Consultant

– Executive Club distinction as a rookie performance leader.

• Merrill Lynch, New York City   Financial Consultant

– Built book of business cold calling with no personal contacts. 

Should  iNvestOrs  fear

rising   interest   rates?

Andrew D. Martin, President  | 7Twelve Advisors, LLC

http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Bubble? You mean from all the 
money we’ve made on bonds lately?

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Happy landing!

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Basic Price / Interest relationship

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Malkiel’s Theorems

Theorem 5

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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The entire taxable bond fund 
universe, pre 1960 to present

Total Mutual Funds 26325

Taxable Bond Mutual Funds 4227 16%

Incept < 1960 5 0.118%

Fund Symbol Incept Morningstar Category Type

DWS Core Plus Income S SCSBX 4/24/1928 Int Term Bd Corporate

Nicholas High Income I NCINX 5/1/1930 High Yld Bd Corporate

Northeast Investors NTHEX 8/1/1950 High Yld Bd Corporate

Putnam Income A PINCX 11/1/1954 Int Term Bd Corporate

Wells Fargo Advantage High Yld Bond BEKHBX 9/11/1935 High Yld Bd Corporate
Predecessor funds may have had a different name. 

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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 116%

Higher rates? Lower rates? 
Does it really matter?

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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The index case—
Interest rates rose 300 bps from 1976-1985

Have I mentioned diversification?

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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1963-1981

20-Year Treasury Bonds compounded returns: 

+27.4% 

10-Year Treasury Bonds compounded returns: 

+87.7%
Source returns data: James Keys, Ibbotson, Federal Reserve Bank, Aswath Damodaran, PhD

Indexing may be enough

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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T Bills and Bonds 1950-1980
Annual Returns on Investments

Year T.Bills T.Bonds T.Bills T.Bonds

1950 1.17% 0.43% $124.34 $199.27

1951 1.48% -0.30% $126.18 $198.68

1952 1.67% 2.27% $128.29 $203.19

1953 1.89% 4.14% $130.72 $211.61

1954 0.96% 3.29% $131.98 $218.57

1955 1.66% -1.34% $134.17 $215.65

1956 2.56% -2.26% $137.60 $210.79

1957 3.23% 6.80% $142.04 $225.11

1958 1.78% -2.10% $144.57 $220.39

1959 3.26% -2.65% $149.27 $214.56

1960 3.05% 11.64% $153.82 $239.53

1961 2.27% 2.06% $157.30 $244.46

1962 2.78% 5.69% $161.67 $258.38

1963 3.11% 1.68% $166.70 $262.74

1964 3.51% 3.73% $172.54 $272.53

1965 3.90% 0.72% $179.28 $274.49

1966 4.84% 2.91% $187.95 $282.47

1967 4.33% -1.58% $196.10 $278.01

1968 5.26% 3.27% $206.41 $287.11

1969 6.56% -5.01% $219.96 $272.71

1970 6.69% 16.75% $234.66 $318.41

1971 4.54% 9.79% $245.32 $349.57

1972 3.95% 2.82% $255.01 $359.42

1973 6.73% 3.66% $272.16 $372.57

1974 7.78% 1.99% $293.33 $379.98

1975 5.99% 3.61% $310.90 $393.68

1976 4.97% 15.98% $326.35 $456.61

1977 5.13% 1.29% $343.09 $462.50

1978 6.93% -0.78% $366.87 $458.90

1979 9.94% 0.67% $403.33 $461.98

1980 11.22% -2.99% $448.58 $448.17

*Base Year 1928

Source: http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html#_msoanchor_2[1]

The raw data for T Bond and Bill returns is obtained from the Federal Reserve database in St. Louis.

The T Bill rate is a 3-month rate and the T Bond is the constant maturity 10-year bond, 

the T Bond return includes coupon and price appreciation.

Compounded Value of $100*

Why might this be true?

Best answer: I don’t know

Next best answers: 3 P’s

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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3 P’s

• Pragmatic

• Paradox

• Productivity

Rising rates means rising income

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Higher historical size of returns =
higher variable returns 

Blinded by science

Yield comparisons of 10 year Govt Bonds

Country Rating Yield

Australia AAA 4.9%

Japan AA- 1.1%

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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See anything bursting down there?

1950-2009 

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Jevons Paradox

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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GNP Growth

Source: http://www.data360.org/dataset.aspx?Data_Set_Id=508

50s, 60s, 70s

+7.82% 

80s, 90s, 00s

+5.58% 

Starting to make sense?

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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Bonds beat inflation too

Andrew D. Martin, President  |  7Twelve Advisors, LLC 

1720 West End Ave Nashville, TN  37203, USA

615 341 0712    amartin@7Twelveadvisors.com www.7Twelveadvisors.com

Thank you!

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
http://advisors4advisors.com/
http://www.7twelveadvisors.com/
mailto:amartin@7Twelveadvisors.com
http://www.7twelveadvisors.com/
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Please Fill In The Exit Survey

Andrew D. Martin, 

President 

7Twelve Advisors, LLC

(615) 341-0712 

amartin@7twelveadvisors.com 

www.7twelveadvisors.com 

Email A Friend About Our Webinars

http://advisors4advisors.com/
http://www.7twelveadvisors.com/
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CIMA® - CIMC® - CPWA® - CE Credit

• Enter CFP® ID in post-webinar survey

• CE credit automatically submitted

• Must attend at least 50 minutes

• Replays: post-webinar quiz required 

• Submit “Thank You For Attending” Email to obtain credit

CFP® CE Credit

Other Certifications

You submit CE Form to IMCA

http://bit.ly/IMCA-CE-Form.pdf

This webinar’s program ID is: 158733448
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