Hello Everyone,

Trading is normally slow Thanksgiving week; and there is no report scheduled for Friday. So, here
are the predictable post-Thanksgiving headlines in advance.

Americans Consume Record 47 Million Turkeys.

Bitter Cold Subdues Black Friday Sales

Expect Bigger Cyber-Monday Sales (as a result)

Bears, Cowboys, Saints Win (don’t hold me to this one)

So, there you go. You can now ignore the news this weekend and just enjoy time with your
family!

Signed, Your Those-Is-So-Much-To-Be-Thankful-For Financial Advisor,
Greg

KKOB 11.19.2018 High-Yield Stress

Brandon: So, Greg, so it’s Thanksgiving week and my understanding is,
you are going to go full wonk today---which scares me, because | never
want anyone to go full wonk. The Morning Show’s ratings suffer.

Greg: Sorry, Brandon, sometimes the need overwhelms me to come out
of the big picture and dive into the weeds...and this is one of those days.

So, today, we are going to discuss High Yield Bonds. And even though
this subject will never get you a date with a super model, almost
everyone one of your listeners sees “High Yield Fund” as one of their
options in their 401Ks. Some may even have some money allocated
there. Afterall, high-yield has got to better than low-yield. Right?

Brandon: Well, it sure sounds better. | know here at Cumulus we have a
High Yield Fund as one our options, but | must admit | don’t know much
about it. | know it pays It pays higher interest than other bond funds,
but, that’s about it.

Greg: It does...but, it does so at the expense of quality. So, Brandon,
you likely know this, but to review----rating agencies grade bonds kind of

like eggs. Triple A is the best, then double AA, A, then triple B. Anything



like eggs. Triple A is the best, then double AA, A, then triple B. Anything
below that—double B’s, C’s, are all considered junk bonds....errr, high
yield. Sooo, high yield = junk.

Anyway, to attract buyers, lower-rated bonds must offer higher interest
rates...that’s why people like them.

Brandon: OK. | get that. But even low-rated bonds don’t fail very often,
so isn’t it worth the risk to go for the higher yield?—especially since
rates are still so low?

Greg: Great point. And, for the last several years the answer to that has
been, yes. So, here comes the wonky part. When the Federal Reserve
dropped rates to zero, almost every company jumped on the bond
bandwagon and said, ”"Issuing bonds is almost like getting free money!’

Well, yes, it was almost free, but bonds are still debt. Some bonds were
rated as quality---a lot of it, though, was rated as junk. Anyway, with
rates now rising, those debts must be repaid...or rolled over at higher
rates. And, some companies are now having trouble repaying.

Thus, we are seeing stress. That doesn’t mean we have default-city at
our doorstep, but now we are seeing formerly BBB bonds downgraded
to double B. BB is becoming single B, and so on. And as bonds get
pushed down in quality, this means means the supply of junk bonds is
rising...and Brandon, if supply of anything rises--- what often happens to
price?

Brandon: It can certainly go down. And, if the prices of high-yield bonds
go down, that means I'll be losing money even if they don’t outright
default.

Greg: Right. A+ You getit. So, the teaching point today is this----your
listeners might want to look over their 401 K statements and see if they
have money in a High-Yield Fund. If they do, they may want to consider
moving it to something safer.

Oh, and as the Federal Reserve continues to raise rates, that means the
pressure on High-Yield will likely rise even more. The only way the stress
will be relieved is if the Fed starts lowering rates.

Brandon: But | don’t see that. | know President Trump is trying to get
them to lower; but, if they do that, critics will say they are caving into



politics---and they don’t want that perception.

Greg: | agree with that analysis. The Fed announced even before the
2016 election, they saw the need to raise rates. Yes, Obama got the
advantage of zero rates, but they couldn’t stay at zero forever. Everyone
knew that. So, now comes the reversal. And, high-yield bonds don’t
benefit in this reversal.

Brandon: OK, you were right. That was pretty wonk-ish. But | get it.
And, | know a lot of our listeners get it, too. Have a great Thanksgiving.
How do people reach you?

Greg: Happy Thanksgiving to you and your family as well. My number is
508-5550, 508-triple-5-zero. Or, go to my website at zanettifinancial.com

By accepting this material, you acknowledge, understand and accept the following:

This material has been prepared at your request by Zanetti Financial, LLC This material is subject to change
without notice. This document is for information and illustrative purposes only. It is not, and should not,
be regarded as “investment advice” or as a “recommendation” regarding a course of action, including
without limitation as those terms are used in any applicable law or regulation. This information is
provided with the understanding that with respect to the material provided herein (i) Zanetti Financial,
LLC is not acting in a fiduciary or advisory capacity under any contract with you, or any applicable law or
regulation, (ii) that you will make your own independent decision with respect to any course of action in
connection herewith, as to whether such course of action is appropriate or proper based on your own
judgment and your specific circumstances and objectives, (iii) that you are capable of understanding and
assessing the merits of a course of action and evaluating investment risks independently, and (iv) to the
extent you are acting with respect to an ERISA plan, you are deemed to represent to Zanetti Financial, LLC
that you qualify and shall be treated as an independent fiduciary for purposes of applicable regulation.
Zanetti Financial, LLC does not purport to and does not, in any fashion, provide tax, accounting, actuarial,
recordkeeping, legal, broker/dealer or any related services. You should consult your advisors with respect
to these areas and the material presented herein. You may not rely on the material contained herein.
Zanetti Financial, LLC shall not have any liability for any damages of any kind whatsoever relating to this
material. No part of this document may be reproduced in any manner, in whole or in part, without the
written permission of Zanetti Financial, LLC except for your internal use. This material is being provided to
you at no cost and any fees paid by you to Zanetti Financial, LLC are solely for the provision of investment
management services pursuant to a written agreement. All of the foregoing statements apply regardless
of (i) whether you now currently or may in the future become a client of Zanetti Financial, LLC and (ii) the
terms contained in any applicable investment management agreement or similar contract between you
and Zanetti Financial, LLC.


http://zanettifinancial.com/

