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Investing for Income 
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Strategies to Boost Your Cash Yield 

There are sensible

 strategies and ideas 

to help navigate these 

cross-currents.

APRIL 2018, VOL. 7, NO. 4

          
          Inside This Issue...

M
any of us are hard-

wired to link advanc-

ing interest rates to 

escalating market risk and 

explosive daily swings. The 

prospect of rate increases might 

be so unnerving as to put you on 

the cusp of liquidating your 

long-term bonds and high-divi-

dend stocks. Is i
t time? Perhaps,  

if you can live forever off your 

savings ... pension and annuities 

... rental income ... and Social 

Security. But that’s rare, and 

although higher interest rates 

complicate investing, they can 

also offer extra income. So relax, 

and reserve the high anxiety for 

true horrors: rampant inflation, 

failing banks, slashed dividends.

Do The Math

Interest-rate pressure can attack 

specific sectors. The most direct 

peril is t
o Treasury bonds because 

their returns are mathematical. 

When the government pays more 

to borrow, older, lower-coupon 

T-bonds lose value. Less evident 

is that the smaller a bond’s origi-

nal yield, the faster its p
rincipal 

erodes when rates ascend; when 

rates rise from a higher plane, 

principal doesn’t erode as fast. 

The prospect of forfeiting years 

of yield is why we have refused 

to endorse long-term Treasuries 

since we started this letter in 2012.

There’s more emotion and 

less precision in how markets treat 

utilities, real estate investment 

trusts, corporate and municipal 

bonds, and preferred stocks. 

For now, sellers and would-be 

sellers are getting air cover from 

Warren Buffett, who is breath-

lessly bashing bonds and beseech-

ing believers to avoid the “terrible 

mistake” of holding too many 

fixed-income investments or their 

equivalents. Much as we admire 

Buffett, though, we don’t share 

his dark view. Nor would it apply 

uniformly to everyone.  

We concede Buffett’s point 

for brief intervals. We doubt the 

Dow Jones industrial average 

would have crashed in February 

had the 10-year Treasury yield 

held at 2.5% instead of approach-

ing 3%. But it sti
ll hasn’t crossed 

3%, and besides, bonds remain a 

haven and a hedge against politi-

cal and economic shocks. Trea-

sury yields fell as stocks threw a 

fit over President Trump’s steel 

and aluminum tariffs, 
which 

threaten bull-market engines such 

as Boeing, Caterpillar and Deere. 

In any case, long-term interest 

rates still 
have a gap to cover be-

fore they become menacing. The 

10-year Treasury “would have to 

go over 3.25% before the markets 

would fall into negative feedback 

loops,” says Matt Toms, chief 

fixed-income officer for Voya In-

vestment Management (formerly 

ING). We’ve read and heard from 

others that the Rubicon is 4%.

If stock prices and economic 

growth stall, we expect interest 

rates to hold the current range 

The Lowdown on Higher Rates

Unless otherwise noted, prices and data are as of March 16, 2018
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ciaries took advantage of the benefit in 2012, according 

to the Dartmouth Institute for Health Policy and Clini-

cal Practice—and recent research suggests that number 

hasn’t budged much since then. 

That’s not the only Medicare benefit left lying on 

the examining table. Many healthy seniors pass up a 

host of free preventive services, ranging from bone 

mass measurement 

to cancer screen-

ing—“the kinds of 

things that people 

don’t generally think 

of if they’re not 

sick,” says Bonnie 

Burns, a consultant 

at California Health 

Advocates. Other 

benefits, such as 

home health care, 

often go unused  

because they have 

complex eligibility 

requirements that 

are poorly under-

stood by both pro-

viders and patients. 

In other cases, 

Medicare beneficia-

ries and their fami-

lies simply don’t 

know about their benefits until it’s too late. Jim Whit-

worth’s first wife, Anique, spent the final months of her 

life in a nursing home. “It wasn’t until a couple of days 

before she passed away that somebody mentioned to 

medicare is vital to the health of nearly  

60 million Americans. Yet many of its benefits  

are overlooked, underused or misunderstood. 

Consider the annual “wellness” visit, during which  

a doctor will assess your health risks, take your blood 

pressure and other routine measurements, check for 

cognitive impairment, and offer personalized health 

advice. It’s free. Yet less than 11% of Medicare benefi-

7 Ways to Maximize 

Medicare Benefits
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