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Are There Hidden Risks In Your Bond Portf

Since the depths of the financial crisis, municipal sector and credit spreads have

sharply that investors are increasingly venturing into lower-quality issues in purs

According to Bloomberg, the riskiest state and local governments have been chi

the Federal Reserve’s prolonged zero-interest-rate-policy, with borrowing costs

lows. Complacency is seemingly everywhere.

All this comes as the financial industry undergoes a wave of

FINRA Rule 2111, which went into effect in July, ratchets up financial advisors’

determining whether investments and strategies are suitable for their clients. Mu

clients you have by their individual bond and bond-fund positions and you can a

difficulty, time and expense of knowing each fixed-income portfolio on a granula

level. Consider:

 “How much do you trust your high-yield municipal-bond fund manager

Street Journal. “Investors in funds with large positions in unrated muni

higher yields—should realize that they are putting great faith in the ma

evaluate those issues, experts say.”

 In May, Bloomberg reported that some major mutual fund companies’

have no restrictions on the percentage of investment-grade debt issue

other U.S. territories. The funds can invest as much as 25% of assets

investment-grade securities.”

 “Cracks are starting to appear in the municipal bond market,” warned M

September. “If you're investing for income, it's time to pay attention.”

At Caprin, we think now is an ideal time to look at your bond portfolios with a pa

us help you match your clients with the solutions most appropriate for their true

As Morningstar told the Wall Street Journal: “There are few other places in the b

research matters more ….You've got to have a good, broad team that knows dif

can do the research, and a firm that has a really good reputation with credit.”

Please remember that past performance may not be indicative of future results. Different types of inv
degrees of risk, and there can be no assurance that the future performance of any specific investmen
product made reference to directly or indirectly in this piece, will be profitable, equal any correspo
performance level(s), or be suitable for your portfolio. Due to various factors, including changing mark
may no longer be reflective of current opinions or positions. Moreover, you should not assume
information contained in this piece serves as the receipt of, or as a substitute for, personalized a
Management. To the extent that a reader has any questions regarding the applicability to their situa
discussed above, they are encouraged to consult with the professional advisor of their choosing. A c
disclosure statement discussing our advisory services and fees is available for review upon request.
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http://www.businessweek.com/news/2012-10-16/blackrock-buys-high-grade-at-yield-s-tipping-point-muni-credit
http://www.finra.org/web/groups/industry/@ip/@reg/@notice/documents/notices/p126431.pdf
http://online.wsj.com/article/SB10000872396390444657804578052531295013270.html
http://online.wsj.com/article/SB10000872396390444657804578052531295013270.html
http://www.businessweek.com/news/2012-05-10/investors-love-puerto-rico-while-pension-bomb-ticks-muni-credit
http://money.cnn.com/2012/10/01/investing/muni-bond-default-risk.moneymag/index.html
http://online.wsj.com/article/SB10000872396390444657804578052531295013270.html

