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Investing for Income 

E
verybody loves U.S. 

bonds, gushed the Bank of 

America in a star-spangled 

testimonial it issued in February. 

And since our September 2015 

“USA! USA!” cover story, our 

anthem to an all-American invest-

ment mix, most dollar-denomi-

nated investments, stocks and real 

estate investment trusts, as well as 

bonds, have returned substantially 

more to an American investor in 

dollars than international alterna-

tives have. But bonds have been 

the real revelation. (We’ll examine 

global high-dividend stocks in the 

next newsletter.)

Now, we didn’t command 

readers to cut off the entire outside 

world. As a practical matter, that’s 

difficult. But the contrast between 

robust U.S. and insipid foreign 

performance endures. Over the 

past five years, Standard & Poor’s 

index of international “sovereign,” 

or government, bonds from rich 

countries has returned an annual-

ized negative 0.4%. International 

investment-grade corporate bonds 

lost 0.3% a year. Every broad 

American bond index is ahead 2% 

to 4% annually over that interval. 

The one-year gap is even wider.

Why? One reason is that 

more than $9 trillion of debt still 

circulates with negative interest 

rates, and none of it was born in 

the U.S. Germany builds incompa-

rable automobiles, but if you test-

drive a five-year German “bund,” 

a Deutschland federal bond, you’ll 

take home minus 0.3%. Japanese 

debt is also pointless. Even Austra-

lia, which from 2000 to 2018 paid 

higher rates than Uncle Sam, now 

borrows for less; its 10-year gov-

bution, a payout in obvious peril. 

We might re-recommend FAX in 

the future, but not yet.

A mild opening. In fact, in March 

we repeated our preference for 

domestic over international 

bonds, all things being equal. 

Rich Asia’s puny rates are a big 

reason. But after some fresh 

dialogue with several experts, 

and after watching the world’s 

bond and monetary action, we’re 

willing to lighten up and endorse 

a small, gradual drift into high-

yielding global credits. We’re 

talking about a sliver of your sav-

ings—maybe 5% of your entire 

bond bucket. And we don’t mean 

pursuing miserly yields from 

Germany, Japan or the U.K. A 

developed-markets fund such as 

IGOV, the iShares International 

Treasury Bond exchange-traded 

fund, serves up the terrifying 

combination of an 8.4 duration, 

In Search of Respectable Global Bond Yields

ernment bonds are at 1.99%. We 

once loved Aberdeen Asia-Pacific 

Income Fund (FAX) because its 

largest concentration is customarily 

Aussie bonds; Australia has a tri-

ple-A credit rating and hasn’t seen 

a recession since 1991. But after 

yields plunged in Australia and in 

key regional countries Hong Kong, 

South Korea and Taiwan, FAX 

now returns considerable capital to 

meet its high fixed monthly distri-

We’re willing to lighten up 

and endorse a small drift 

into global credits.

continued on next page ...
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how he’d spend his days in retirement: gardening, 

reading, playing with his grandkids and working on 

his stamp collection. 

But all that preparation didn’t make the transition 

easy. Since his November 2018 retirement, he has fo-

cused on staying busy, getting involved with his home-

owners association, joining a senior community center 

and taking tai chi 

classes. But “it’s not 

fun yet,” he says. 

“I feel tired, not 

retired.” And the 

recent market down-

turn has further un-

dermined his confi-

dence. “I’m sitting 

here thinking, ‘How 

long will it take to 

recover from this?’ ” 

he says. “Did I pick 

the wrong time to 

retire?” 
Even with years 

of preparation, re-

tirement can be a 

daunting prospect. 

Can your portfolio 

withstand a market 

crash in your early 

retirement years? Will you still have a sense of purpose 

when you’re no longer heading to the office every day? 

How do you know that you’re really ready—both finan-

cially and mentally?

For those on the brink of retirement, such questions 

LAST YEAR, NICK CRISCI FELT MORE THAN READY TO 

retire. After working nonstop for 46 years, the 

69-year-old feared the stress of his information 

technology job was affecting his health. Crisci, who 

lives in Pflugerville, Tex., prepared for retirement by 

whipping his finances into shape—paying off his mort-

gage and shifting some of his investments into Trea-

sury bills to create a cash cushion. He also envisioned 

Are You Really 

Ready to Retire?
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