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Avoid the Pitfalls of Reaching for Yield

ZIRP is the acronym for Zero Interest-Rate 
Policy. We’re presently almost 6 years into 
a zero interest-rate environment as a result 

of our government acting to prevent an economic 
collapse after the 2008 financial 
crisis and “stimulate” the economy. 
 Interest rates are a leading 
economic factor and help 
determine a large amount of 
financial decisions and policies, 
including consumer saving and 
spending decisions. The key 
benefit of low interest rates is their 
ability to encourage economic 
activity. However, one of the risks 
of this policy is that when long-
term interest rates approach zero, 
those depending on interest income can suffer. 
As a result, many investors will seek higher yields 
that are often associated with riskier assets. In the 
early 2000s, many Americans invested in subprime 
mortgage-backed securities (MBSs) which were 
considered secure while providing a high return 
rate. Unfortunately, many mortgage-backed security 
investments suddenly unraveled, helping to lead to 
the Great Recession. 
What this Means
 As in the mid 2000s, many so-called financial 
professionals are marketing other high-yield 
products to yield-hungry investors. But how do you 
know the risks associated with your investment?  
As you sit at your kitchen table considering an 
investment, are you discussing a legitimately 
promising opportunity or are you simply “reaching 
for yield”? 

 Don’t think history can repeat itself? Look at 
what recently happened to investors in tax-exempt 
bond funds. In order to present an attractive 
yield to potential investors they “loaded up” the 

portfolios with Puerto Rican 
Bonds. Once the true nature of 
their so-called credit–worthiness 
became apparent the value of 
the bonds dropped sharply. Many 
of these issues are trading at 60 
cents on the dollar. They offered 
a relatively high tax-free yield 
plus the impression of safety but 
clearly that was not the case. Is 
your financial advisor looking 
behind the curtain for you or is he 
emphasizing high yield without 

knowing the components or characteristics of the 
investments behind the yield?
 While yield-dependent investors, usually retirees 
and pre-retirees, must consider the possibility 
of default risk before making any investment, 
they must also consider interest-rate risk, 
especially those investing in very long-term bonds. 
Quite simply, should rates rise, such long-term 
investments will instantly drop in price.
 Bond funds do not have a specific maturity date, 
but fund total return levels can drop. In a bond fund, 
total return includes price changes and interest-rate 
payments. If interest rates rise, the values of bonds 
held by the fund would fall, negatively affecting 
total return.   
      Should you like to discuss this further or 
gain further insight as to how we view the bond 
market, please contact our office to schedule an 
appointment. 

“The average investor will risk half his fortune in the stock market with less reflection
than he devotes to the selection of a medium-priced automobile.”-  — Jesse Livermore

In June Phil traveled to Boyne Hill House Estate,  
in County Meath, Ireland, to attend a family wedding. 

From left: cousin Paul O’Brien, bride Tara O’Brien,  
Phil Kiernan, and groom Derek O’Brien.  

See more trip photos on p 4.

Postcards from Ireland Phil Kiernan’s

by Philip J. Kiernan, Jr.Phil flanked by cousins: Sharon Flanagan (left)
and Sharon Fogarty.

Are Your Investments Getting ‘ZIRPed’?

Phil visited Newgrange, a prehis-
toric monument in County Meath, 
Ireland, located slightly north of 
the River Boyne. It was built dur-
ing the Neolithic period (around 
3200 BC), making it older than 
Stonehenge and the Egyptian 
pyramids. Top left: Slane Hill, 

County Meath. The area features 
many historic sites dating back 

over 5,000 years. Bottom left and 
right: A view of Newgrange which 
features a chamber that floods 
with sunlight on the Winter Sol-

stice, the shortest day of the year. 
Bottom right: Phil outside the 
Newgrange chamber doorway.
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and never get back in. That’s really the primary 
reason for the vast underperformance of the public 
vs. the returns the markets have delivered over 
time. It would be highly unlikely for anyone to 
post a negative return while holding a reasonably 
diversified portfolio of stocks over a long time 
period.  

Q: What and when was the first investment 
you ever made? How did it turn out?  
A: My first investment was actually in savings bonds 
that my parents had purchased for me when I was 
12 years old. I was fascinated by the fact that they 
could be purchased for $17 and redeemed some 
years later at their face value of $25. The recognition 
that money could grow like that, I was hooked!

Our New Site Is Up!
www.highlanderreport.com

Check our new site to find:  
• Insight into our investment approach
• Exclusive market commentary
• Archived copies of our newsletters
• Highlander team information

• A form where you can sign up to receive 
 future copies of the Highlander Report and 
 attend exclusive client events.

 Take a look and let us know what you think! 
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Steven S. Caruso  
EA, MBA
As Florida remains 
a popular retirement 
destination, Steve 
continues to provide 
expert tax and financial-
planning services from his 
Melbourne office.
 Steve has 20+ years 
of financial-planning 
experience and 30+ years 
of business-management 

experience. Highly proficient in such areas as 
financial, retirement, tax and estate planning, Steve 
maintains FINRA Series 6, 7, 63, and 66 licenses, 
as well as New York and Florida state-insurance 
licenses. Steve is an Enrolled Agent (EA) and as 
such is authorized by the Internal Revenue Service 
(IRS) to represent individuals and businesses before 
the IRS.
 Steve has spoken at financial and wealth-
management workshops for Certified Public 
Accountants (CPAs) and individual investors and is 
an active member of The Nature Conservancy and 
Arbor Day Foundation.

Securities and Investment Advisory Services offered through Highlander Capital Management, LLC and Highlander Capital Group, Inc. Member FINRA/SIPC. Client assets are held in custody 
by Pershing LLC, a subsidiary of The Bank of New York Mellon Corporation or carried by RBC Correspondent Services, a division of RBC Capital Markets, LLC, member NYSE/FINRA/SIPC. 
Investing involves risk and you may incur a profit or loss. Carefully consider investment objectives, risks, charges and expenses before investing. This material is not intended to provide legal, 
tax or investment advice, or to avoid penalties that may be imposed under U.S. tax laws. This was prepared for informational purposes only and based on information generally available  
to the public from sources believed to be reliable but there is no guarantee that facts are accurate or complete. Changes to assumptions may have a material impact on returns.  
Past performance is not indicative of future results. Highlander Capital Management, LLC. (www.highlandercapital.com) 535 Millburn Ave., Short Hills, NJ 07078, tel: 973-718-3511.

A 4% Rule Reminder by Philip J. Kiernan, Jr.

Retirement Readiness

As Baby Boomers transition from the accumulation 
stage to the withdrawal stage they must be aware 
of how taking regular distributions from retirement 
accounts can impact their account’s value.
 As noted in our last issue, the 4% Rule is often 
recommended to help people determine how 
much they should annually withdraw from their 
retirement accounts. It is generally designed to keep 
one’s account functioning for a 30-year retirement – 
not unusual today. 
 Here’s how it works:
• Withdraw 4% of your holdings during the first 
 year of retirement.

• In following years withdraw the first-year 
 amount plus enough to account for inflation.

 If you’re wondering whether the 4% Rule is right 
for you, consider that some financial advisors believe 
it is too high, especially with interest rates hovering 
at all-time lows. Typically, we recommend the 4% 
Rule as a place to start your planning. The theory is, 
if you do this, and stay invested in a mix of stocks, 
bonds and cash, it is likely that your money will last 
for 30 years or more.
 Questions? Call our office. We’ll be pleased to 
explain this in further detail.

Eckart Weeck, Reliably Generating Investment Returns
Senior Managing Director, Senior Portfolio Manager, Highlander Capital Management

Eckart Weeck is a Senior Managing Director and 
Senior Portfolio Manager of Highlander Capital 
Management (HCM). He has over 30 years of direct 
investment and portfolio management experience.
 Eckart is directly responsible for portfolio 
management and analyses 
on behalf of a wide range of 
clients. Prior to joining HCM, 
Eckart held management 
positions with various 
regional brokerage firms. 
Eckart is also Senior Vice 
President of sales and an 
employee of Highlander 
Capital Group, Inc. 
Highlander Capital Group is 
a FINRA registered Broker/
Dealer and an HCM affiliate. 
Eckart earned a B.A. in 
Economics from Fairleigh 
Dickinson University.

Q: You’ve been managing people’s finances 
for over 30 years, what are some of the key 
changes to have taken place during that time?
A: There have been quite a few changes relating to 
the availability of information and transparency, 
particularly with respect to the bond markets. 
Information can now be accessed instantaneously 
via the internet for most publicly traded companies.
 As far as bonds are concerned, one can gather 

quite a bit of information about an issuer and 
receive a level of price transparency that would 
have been unimaginable even 10 years ago. That’s 
the good news. 
 That bad news is that many individual investors 

become overwhelmed by 
the sheer volume of data 
and advice. It often creates 
a sense of urgency and 
desire to trade frequently. 
These emotions can be a 
real problem when it comes 
to developing a sensible 
investment plan.

Q: Despite the changes, 
your investment 
philosophy has remained 
basically the same.  
To what do you attribute 
that?

A: To put it simply, we stick with what works. 
Buying shares in a publicly traded company means 
owning a part of that business and participating in 
the growth, via dividends and capital appreciation, 
of that business as it generates increased sales and 
profits throughout your period of ownership. 
 We have very low turnover in the portfolios we 
manage and that means we typically own businesses 
for years. There have been many that have doubled, 
tripled or some cases gone up more than 10 fold 
during our period of ownership.   

Q: What’s the one thing you wish more people 
knew about personal finance?
A: Successful investing isn’t really dependent on 
a super-high IQ or mounds of data. It boils down 
to getting a few things rights and then, here is 
the really important part, having the emotional 
fortitude to ride out the inevitable turbulence that 
periodically occurs in the financial markets. 
 There are too many people who try to time 
the markets, or alternatively, those who sell-out 
of equities completely during volatile periods 

Eckart A. Weeck, Senior Managing Director, Senior Portfolio 
Manager, Highlander Capital Management, LLC

Meet Your Highlander Team
Philip Kiernan, Jr.
Phil entered the securities 
industry in 1994. Quickly 
realizing that the “cookie 
cutter” approach may not 
serve people’s best, long-
term interests, he opened 
his own practice focusing 
on providing objective, 
long-term financial planning 
and asset management. Phil 
maintains FINRA Series 7, 
24, 63, and 66 licenses. 

 Phil has a BS degree in Business Administration 
from Montclair State University. After graduation he 
was asked to join the University’s Alumni Association 
Board of Directors where he served from 1997-
2008. He also served as their representative to the 
Montclair State Foundation Board of Trustees from 
1998-2008.
 A lifelong New Jersey resident, Phil is a member 
of the Friendly Sons of the Shillelagh in Belmar NJ, 
and lifelong Giants fan (as well as season tickets 
holder). Phil supports The Police Unity Tour to create 
awareness of law enforcement officers who have died 
in the line of duty (www.policeunitytour.com). His 
financial commentary has appeared in The New York 
Post and CNBC.com.
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