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The Case For Long-term Government Bonds, Gold, Silver and

Commodities

Ten-year government bond yields have recently tripled from 50 basis points back on
August 6, 2020, to about 1.50% today. There is a negative correlation between
ten-year treasury bond yields and gold. The bond gold correlation is currently -0.80%.
The negative correlation means that when yields rise, gold falls, and vice versa. The
recent rise in bond yields and drop in gold prices confirms this as of 2-27-21.

However, look at the monthly chart of the 30-Year Treasury Yields below. Note that
over the last 30-years, every time the 30-year Treasury bond yields hit their 100-
Month Moving Average, yields declined, and correspondingly, 30-years bond prices
increased.
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The current 30-year bond yield’s 100-Month Moving Average is approximately 2.75%. The current yield on
30-year bonds has been going up quickly and now stands at about 2.32%. The recent rise in long-term yields
is also causing long-term treasury bond prices to fall.

However, with 30 years of history as a guide, it is reasonable to expect yields to go lower and long-term bond
prices (and gold/silver) to go higher, especially if yields reach approximately 2.75-3.00%.

What will cause bonds (gold and silver) to go higher and bond yields to go lower? The Biden administration’s
current $1.9 trillion stimulus plan. Also, business lockdowns, which weaken the economy, will require much
more Fed stimulus in the future. Add the probable introduction of Universal Basic Income and Fed
intervention is inevitable. The intervention will come in the form of the Fed printing new dollars to buy
treasury bonds, providing the treasury enough dollars to fund the stimulus. When the Fed prints money and
purchases treasury bonds, it increases the demand for bonds, raising bond prices while driving bond yields
(interest rates) lower.

Without the Fed intervening by printing money to buy treasury bonds, the treasury would need to sell
massive numbers of bonds in the market to finance the economic stimulus. Without the Fed’s artificial
demand (printing money to buy treasury bonds), yields (interest rates) would go much higher. Substantially
higher interest rates could result in government insolvency because of the annual interest cost alone on the
current approximate $28 billion in government debt.

Of course, printing trillions of dollars reduces each current dollar’s purchasing power (inflation). Inflation is
already rapidly rising; look at grocery prices, oil prices, commodity futures, health care, home prices, etc.
Continued Fed intervention only means one thing for “real assets” like gold, silver, commodities, the mining
companies, and (in my opinion) Bitcoin. They’re going to turn around and go higher along with long-term
government bonds.

If you are a financial advisor that wishes to learn more about effective methods to reducing downside risk,
please contact Scott Jones at 800-473-2867 or scott.jones@isectors.com. Alternatively, you may wish to
register on our website www.iSectors.com.

Individual investors can contact Scott Jones for a referral to a recommended iSectors advisor that can help
them determine the best iSectors asset allocation for their portfolios.

Not complete without disclosures pages.
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iSectors® is a series of proprietary asset allocation models and services. iSectors, LLC is an affiliate of Sumnicht &
Associates, LLC (Sumnicht) and, as such, iSectors and Sumnicht share certain employees’ services. iSectors became
registered as an investment advisor in August 2008. iSectors allocation models are only available through registered
investment advisors as separately managed accounts (SMAs) or unified managed accounts (UMAs). iSectors® is a
registered trademark of Sumnicht Holdings, LLC.

The contents of this presentation are for informational purposes only. Content should not be construed as financial or
investment advice on any subject matter. This is neither an offer nor a solicitation to buy and/or sell securities.
Information pertaining to iSectors’ advisory operations, services, and fees is set forth in its current disclosure statement
(Form ADV, Part 2 Brochure), a copy of which is available upon request.

iSectors’ allocation models are not guaranteed and involve risk of loss. At any given point in time, the value of iSectors
allocation model portfolios may be worth more or less than the amount invested. Different types of investments and/or
investment strategies involve varying levels of risk, and there can be no assurance that any specific investment or
investment strategy (including the investments and/or investment strategies devised or undertaken by iSectors) will be
either suitable or profitable for a client’s or prospective client’s portfolio.

Past performance may not be indicative of future results. Therefore, no current or prospective client should assume that
future performance will be profitable, or equal either the performance results reflected or any corresponding historical
index. Asset allocation and diversification concepts do not ensure a profit nor protect against loss in a declining market.
The historical benchmark index performance results are provided exclusively for comparison purposes to assist an
individual client in determining whether the performance of a specific investment meets the client’s investment objective
(s). It should not be assumed that any account holdings will correspond directly to any comparative index. Index
performance results do not reflect the impact of taxes. Indexes are not available for direct investment. Index
performance results are compiled directly by each respective index and obtained by iSectors from reliable sources. Index
performance has not been independently verified by iSectors.

iSectors models are based on index ETFs that can neither outperform nor underperform their benchmark index. We
provide benchmark indexes that are well known for comparison purposes only.

Composite performance results reflect the reinvestment of dividends and other account earnings and do not reflect the
impact of taxes. Composite performance results provided are gross of all management, platform, advisory and custodial
fees. iSectors investment allocation models are only available through registered investment advisors as SMAs or UMAs,
who will charge an additional fee for their advisory services. For information about the fees that pertain to a clients’
accounts, check with your platform provider. For reasons including size of account, platform provider and custodian
utilized, as well as variances in portfolio account holdings, market fluctuation, the date on which a client engaged
iSectors’ services, regular model rebalancing and/or updates, and timing of account contributions and withdrawals, the
underlying fees and performance of a specific client’s account may vary from other accounts. ERISA (group retirement)
accounts may be subject to additional recordkeeping and/or administrative fees.

This information is marketed to investment professionals. iSectors®, LLC has managed these 15 allocations since the
firm’s inception in 2008. Previously, Sumnicht & Associates, LLC (Sumnicht), an affiliated company, managed the
allocations. Sumnicht is a provider of investment management services for institutional, family office and individual
clients. Sumnicht claims compliance with the Global Investment Performance Standards (GIPS®). Sumnicht claims that
the allocations are GIPS compliant since each allocation’s respective inception dates and have been GIPS verified from
1/1/2008 to 12/31/2019, as of the verification date of 6/26/2020. The allocation composites include both institutional and
individual client accounts whereby iSectors has sole portfolio discretion with investment objectives matching that of each
specific allocation. Performance in this publication is shown in US dollars, gross of fees, including the reinvestment of
dividends and do not reflect the impact of taxes. Returns will be reduced by investment manager, platform, custodial,
trading and advisory fees, if applicable. Past performance is not indicative of future results. To obtain a compliant
presentation and a list and description of the firm’s composites, please contact Chuck Self, CIO, at (920) 257-5168 or
Chuck.Self@isectors.com.

You should not assume that any discussion or information contained in this presentation serves as the receipt of, or as a
substitute for, personalized investment advice from an investment professional.

This presentation has not been reviewed, submitted for review before, or otherwise approved by FINRA, the SEC or any
state or provincial securities regulators.

[

W6240 Communication Court * Suite 1 « Appleton Wl ¢« 54914-8549 « www.isectors.com ¢ 1.800.473.2867


mailto:Chuck.Self@isectors.com

