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If you would like to share this newsletter - or 
past newsletters with friends or family please 
feel free to direct them to our newsletter page 
at www.NestBuilderFinancial.com 
 

 
“News from the Nest” 

 
Welcome to our quarterly newsletter.  We 
want to make this meaningful for you, so 
please call 847-245-7483 or email us at: 
Mary@NestBuilderFinancial.com with your 
suggestions or comments. 
 
Recently 
Gold has lost some of its luster.  In April gold 
suffered its biggest 1-day loss after a fairly 
steady decline since last summer.  Gold hit its 
peak in 2011 reaching nearly $1,900 per 
ounce and is now down under $1,300 per 
ounce.  This chart shows gold prices since 
1990.  
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Is gold going to sell off further?  No one 
knows for sure which way gold will go next, 
but it sure seems that since our economy has 
shown some signs of growth and recovery, 
gold has been dropping. 
 
Common Cents  
Last year Fed chairman Ben Bernanke stated 
he intended to keep rates low until he saw the 
jobless rate fall under 6.5%, likely in 2015. 
Recently he indicated the economy is 
improving more than expected and  implied 
that interest rate increases may come a bit 
sooner. This has caused market jitters and we 
can anticipate more volatility as the Fed cuts 
back on its economic stimulus programs. 

 
Over the past few years many people have 
taken on more risk than advisable to get more 
yield on their investments. We often hear 
people say they want a high return and no 
risk and unfortunately it doesn’t work that 
way.  However, there are some CDs that pay 
1.5% or more for a five-year term.  Bank 
Certificates of Deposit are FDIC-insured so 
there is no risk of principle loss.  If rates go 
higher than what the CD is paying, it may be 
worth cashing it in to reinvest in a higher-
yielding CD; just be sure to check the early-
termination penalty to determine what your 
best option is…or call us and we’ll help you 
navigate this course. 
 
Handy Tip  
With summer finally here, Consumer 
Reports’ Shopsmart has taste-tested the best 
tasting and the best value ice creams and 
frozen yogurts.  For butter pecan lovers, they 
found that the Haagen-Dazs was decadently 
delicious and the nuttiest while the Great 
Value (Wal-Mart brand) butter pecan was the 
tasty runner-up and bargain buy.  If you’re a 
vanilla frozen yogurt fan, again Haagen-Dazs 
wins and they feel it’s worth the splurge, 
although Blue Bunny comes in a close 
second.  Ben & Jerry’s doesn’t make vanilla 
frozen yogurt or butter pecan ice cream. 
 
Dear Mary,  
My son graduated from college last year and 
like so many he is struggling to find work in 
his field.  We would like to give him some 
money to buy a used car.  Will he have to pay 
tax on this?  Will we?              Helpful Hanna 
 
Dear Helpful Hanna, 
The beneficiary of a gift does not owe taxes.  
Benefactors like you won’t owe taxes if you 
gift $14,000 or less ($28,000 for married 
couples) and you won’t even have to report it 
to the IRS. 
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Interest Rates and Bonds 
 
When interest rates go up the price of bonds go down.  By virtue of this decline in price, the 
effective yield of the bond goes up.  For a simplified example, assume you bought a new bond 
issued at $100 and it pays $1 in interest every year.  You are paid $1 per year no matter which 
way interest rates move.  Your effective yield is 1% and you will receive your $100 purchase cost 
if you hold the bond until it matures, plus the $1 interest you earned every year.   
 
Now suppose interest rates have gone up a quarter percent to 1.25% and your know-it-all 
neighbor decides to buy the same type of bond you have.  The bond still pays just $1 in interest – 
why would he buy this bond for $1 interest when rates have gone up to by a quarter point?  He 
bought this bond because the seller had to lower the price to $80 to be competitive, giving your 
neighbor an effective yield of 1.25% ($1/$80x100=1.25%).   
 
Will interest rates rise suddenly and significantly, causing the bond market to tumble?  Dramatic 
interest rate increases would be problematic because the economy, while on the mend, is not 
healed and any big increases would especially hurt the housing market.  No one wants to see that 
happen.  Tempered rate increases can be absorbed by a growing economy and will help savers, 
especially retirees, who count on CDs and other fixed income assets to meet their retirement 
expenses.  Ironically the market is reacting badly to the good news that the Fed sees an improving 
economy.  Some of this reaction could be due to profit taking – after all the market has seen new 
highs this year. It could also be people dialing back on some riskier assets. 
  
So what does this mean for your portfolio?  Most people hold bond funds, not individual bonds.  
You may see some drops in prices, in fact many have seen lower returns this year than in past 
years, and there will be some tug-of-war action as prices fall and yields rise.  Bonds as a whole 
are significantly less volatile than stocks so we don’t anticipate large changes and as you continue 
your automatic reinvestments and 401(k) contributions you will be buying new shares at lower 
prices and benefitting from higher yields. This concept of dollar-cost averaging rewards long-
term investors. Also keep in mind that when an international crisis occurs, U.S. government 
bonds are considered a “safe haven” and attract money from all over the world, raising prices.   

 

___________________________________________ 
 
 
 
 

We know that your time is valuable.  If you do not want to receive newsletters in the future, 
please let us know.  We will promptly remove you from our newsletter mailing list. 
 
 

“If rates are rising, it will most likely be because the economy 
 is doing well, which means corporate profits will not collapse.”  

 
Brian Wesbury 

Chief Economist, First Trust Portfolios 
 
 
 

Nest Builder Financial Advisors, Ltd.  is a fee-only firm that offers financial planning 
services and objective investment advice.  We are not affiliated with mutual fund or 

insurance companies and do not receive commissions to promote their products. 
 

Mary Erl, CFP® 


