Volatility the New Norm

Brexit is the big news but it really should be second in story headlines to the Germany
going negative on their 10 year government bonds. Japan went negative recently on their 10
year bond. What does this exactly mean? The literal translation is that your purchase of a 10
year bond does not give any interest but rather charges you to buy and hold. When you subtract
the negative effects of inflation this becomes a guaranteed losing bet, so who would buy?
Purchases of high-quality low yielding bonds are made primarily with fear in mind and
more concern with the return of principal instead of the return on principal.
Why would US investors expect rates to rise in this global environment? The answer in
my opinion is we should expect to see low interest rates for the foreseeable future. Yes the
employment numbers are a factor along with other economic data but a large influence driving
yields is fear and the baseline created by other high-quality benchmarks. These include
government debt issued from stable economies or high quality corporate debt. Apple recently
placed a 30 year bond in Taiwan at a 4.15% yield which is an incredibly low yield historically
for corporate debt. Why would a corporation with hundreds of billions in cash issue debt? The
answer is because they can and the issuing rate is very favorable if they can find buyers.
This is a fantastic opportunity to borrow money and a terrible time to loan. The
translation for me is it’s a terrible time to give advice for clients seeking retirement income or
looking to park safe money into some type of balanced portfolio. I am not alone as thousands of
advisors and sophisticated investors are caught in this conundrum.
Larry Fink the Charmian of the largest asset manager Blackrock says, "It would be wrong
to expect anything more than 4 percent or 5 percent at this time, if you're putting money to work
today for long term," he told CNBC.
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I do not expect the volatility of the market to wane and the whipsaws will continue so I
encourage all clients to make sure we review portfolio allocations to address your individual
concerns. We review internally on a constant basis but want to make sure your personal needs
are being met.

All the best,

Ian Goldey
Ian Goldey
President

Disclaimers: The opinions shared in this letter are based on the author’s viewpoints and are not to be taken as solicitations for any
single investment. This letter is intended for clients of Goldey Capital and for information purposes only. No investment should
be made by individuals without weighing out the risk, and past performance is no guarantee of future results. Always consult
your tax and legal professionals before making decision that could impact your investments, as Goldey Capital does not provide
such advice. Hyperlinks to a third party website that support the author’s comments have not been screened for accuracy and
have not been altered by Goldey Capital. Any solicitation or advertisements on third party websites outside of Goldey Capital
have not been endorsed by our firm, and we are not liable for information on those sites. All funds mentioned in this letter have
prospectuses available should the reader wish to learn more. All examples, graphs, charts and the like are for illustrative purposes
only. Clients of Goldey Capital are managed on a discretionary basis and have been given a separate signed agreement for fees
and management style. All comments and opinions in this newsletter are owned by Goldey Capital and may not be reproduced in
any way without the express written consent of the owner. Commentary from the author regarding decisions that may or may not
have worked as expected are not to be construed as trading errors but rather honest opinions articulated to the reader.
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