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When it comes to investing, a strong knowledge of history is essential.  
Without it, investors fall victim to George Santayana’s famous quote, “Those 
who cannot remember the past are condemned to repeat it.”

A quick refresher in history might help a United States bond investor 
in today’s times.   

The last real bond bear market happened in 1970’s. Back then, bond 
investors were hit with a double negative: rising interest rates and sky-
high inflation.  US 10-year treasury interest rates went from a low of 
5.3% on 3-23-1971 to a high of 11.02% on 10-23-1979.  Plus, inflation 
averaged an astronomical 9.59% per year over the same period.  If you 
invested in bonds during that time, chances are you were not a happy 
camper. 

But, for most of us, we weren’t investing in bonds almost 40 years ago.  And 
our recent recollection of history paints a very different picture of how bond 
markets have behaved.   

For the past 37 years, interest rates have declined (see chart below).  US 
10-Year Treasury interest rates hit a peak in 1981 at 15.84%.  Since then, the 
10-year rate has steadily dropped to today’s level of 2.483% (as of 1-20-2017). 

 
This has been a big benefit for bond owners, and has been described by 

many investors as the 30-year bond bull market.   
But, as an investor, I’m interested in what will happen over the next 30 years, 

not the past 30 years. 
For me, the best comparison I can make was back in the 1950’s.   
Short-term government bonds yielded 1.09% in January of 1950, similar to 

today’s 1-year bond rates of 0.807% (as of 1-20-2017), and interest rates rose 
to 4.57% to end the decade.  Inflation was also tame, averaging 2.20%, similar 
to today’s 2% environment.  So, the two characteristics, tame inflation and a 

rising rate, are similar to today’s environment.
The question for investors is how bonds performed over that period:

Short-term bonds performed better as interest rates rose, and long-term 
bond investors probably weren’t too happy clocking in at -0.08% over a 
10-year period.  Of course, there are plenty of differences between today’s 
environment and the 1950’s, and this is meant as a guide only.  Every investor 
is different, and if you have questions about your bond portfolio, or are in 
need of a review, feel free to reach out to me, Nick Shevland, and I’d be more 
than happy to help. 

Nicholas Shevland is a Financial Advisor with Morgan Stanley Global 
Wealth Management in Lewes. The information contained in this article is 
not a solicitation to purchase or sell investments. Any information present-
ed is general in nature and not intended to provide individually tailored 
investment advice. The strategies and/or investments referenced may not 
be suitable for all investors as the appropriateness of a particular invest-
ment or strategy will depend on an investor's individual circumstances 
and objectives. The value of fixed income securities will fluctuate and, 
upon a sale, may be worth more or less than their original cost or matu-
rity value. Bonds are subject to interest rate risk, call risk, reinvestment 
risk, liquid-

ity risk, and credit risk 
of the issuer. The views 
expressed herein are 
those of the author and 
may not necessarily reflect 
the views of Morgan Stan-
ley Wealth Management, 
or its affiliates. Morgan 
Stanley Smith Barney LLC. 
Member SIPC.
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A long and successful career should be followed by 
a long and happy retirement.

As Financial Advisors, we have the experience 
and resources to help develop an investment plan 
to help you realize the retirement you envision, 
manage any changes to your circumstances or goals 
and keep your wealth working for you. Call us 
today, and let’s get started.

Retirement isn’t an end. 
It’s just the beginning.
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Ocean City/Berlin Announce
Boat Show Winners!

The Ocean City/Berlin Optimist announced the winners 
from the Seaside Boat Show and lotto winners.

Michael Purse of Bishopville won the boat show door prize, a pontoon boat 
with motor donated by North Bay Marine for the 28th year.

Winners of the 50/50 scholarship lotto included; Gary Waite of Wilmington, 
Irene Kisleiko of West Chester, Gary Sebastian of Lincoln in Pa, Mary-Ellen 
Derry of Silver Spring and Scotty Wheatley of Ocean Pines.

This boat show had over 14,000 attend and all proceeds will support the 
Optimist club youth and community service programs.

The club's foundation will use the lotto proceeds and club funds to award 
scholarships at the three local schools; Pocomoke, Snow Hill and Stephan Deca-
tur. Over $1,800,000 has been awarded to over 300 students the last 30 years.


