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Opinions are like noses, everyone has one !

You are going to see mine in this course !!

I am simply sharing my perspective.

This is not investment advice or recommendation.

Rajeev is not a financial advisor.

This course is for educational purposes only.

Form your own opinion, make your own investment decisions.

Disclaimer – in plain language:

Disclaimer in plain language
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Session 3 – April 16th 

• Investing in Bonds
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What is a bond?

• Investor loans money to an 
issuer under a contract
• Defined interest rate
• Defined duration.

• Issuer pays contracted interest 
to the investor periodically.

• Issuer pays back the invested 
principal to the investor upon 
maturity

COUPONS

INVESTED  
PRINCIPAL

RETURN OF  
PRINCIPAL
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Bond Definitions - resource

• U.S. Treasury Bond
• https://www.investopedia.com/terms/t/treasurybond.asp

• Corporate Bond
• https://www.investopedia.com/terms/c/corporatebond.asp

• Municipal Bond
• https://www.investopedia.com/terms/m/municipalbond.asp

• General Obligation Bond
• https://www.investopedia.com/terms/g/generalobligationbond.asp

• Revenue Bond
• https://www.investopedia.com/terms/r/revenuebond.asp
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Why do most people buy Bonds ?

• They want Relative Safety (vs. stocks for example) 

• They want less Volatility
• They want “Fixed Income” (regular income) 

• Predictable, stable income from the bond coupon

• They want tax-efficiency
• They want to preserve capital 
• They want to minimize big losses
• They want better annualized yields than savings accounts
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Types of bonds and Bond Ratings

US Govt Treasury bonds
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US Treasuries

• Bills – short term one year or less
• Zero coupon Bonds

• Notes – medium term 2 to 10 years
• Interest paid semianually

• Bonds – long term 10+ years
• Interest paid semianually

• All interest is taxed federally
• Tax free in most states including NY

• Muni bond interest is tax free federally and in the state the muni lies in
• Corporate bond income is taxed both federally and in states
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https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-the-markets/ 

https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value_month=202502 
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Date 1 Mo 1.5 Month 2 Mo 3 Mo 4 Mo 6 Mo 1 Yr 2 Yr 3 Yr 5 Yr 7 Yr 10 Yr 20 Yr 30 Yr
4/4/2025 4.36 4.35 4.36 4.28 4.25 4.14 3.86 3.68 3.66 3.72 3.84 4.01 4.44 4.41

https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-the-markets/
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value_month=202502


Current Fixed Income Yields – 3/3/2025

Schwab website data S&P 500 dividend yield  = 1.3%
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Bond Price?

• Investor pays par value to an issuer under contract
• Defined interest rate
• Defined duration.

• Value of the bond at issue is typically the par value.

• Some time later, if the investor tries to buy or sell the bond, the bond 
price can be different.

• Factors that affect bond price
• Interest rates
• Financial condition of the issuer
• Accrued interest and transaction fees

• Investor can have capital gains or losses in buying bonds in the 
aftermarket.
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Risks in a Bond

• Prepayment risk - The possibility that a bond issue will be paid off earlier 
than expected is known as prepayment risk. This often occurs through a call 
provision.

• Reinvestment Risk – Low in a rising rate environment.
• Loss of premium over call price

• Default Risk - The possibility that a bond issuer will not be able to make 
interest or principal payments when they are due.

• Interest Rate risk - Interest rate risk is the possibility that interest rates will 
be different than expected. If interest rates decline significantly, you face the 
possibility of prepayment as firms exercise call features. If interest rates rise, you 
risk holding a bond with below-market rates that may lose value.
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• Suppose you bought a bond last year with a coupon rate of 5%, when 
market rate of interest was also 5%, and you paid $1,000 per bond. 

• If this year, market rate of interest has risen to 6%.
Obviously, a buyer would not pay $1,000 for a bond yielding 5% when the buyer 
could buy new $1,000 bonds with current coupon rates of 6%. The buyer would 
expect to get at least 6%, which means that this bond will sell at a discount (less 
than $1,000) in order to be competitive with current bonds.

• Conversely, if market rates of interest fall to 4%.  
Obviously, a seller would not sell the bond for $1,000 for a bond yielding 5% when 
the buyer would have to pay $1000 to buy new bonds with current coupon rates of 
4%. The seller would expect to get at least 5%, which means that this bond will sell 
at a premium (more than $1,000) in order to be competitive with current bonds.

Bond values & Interest Rates
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https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-the-markets/ 
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https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-the-markets/ 
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Bond Yields  (data on 4/7/2025 from C Schwab website)

US Treasury examples – similar maturities 2044 - 2045

Different COUPON
(annual interest paid)

Similar Yield to Maturity

WHY?  In the orange highlighted bond, annual yield is mostly from interest, small 
capital loss at maturity.
             In the blue highlighted bond, annual yield from interest is smaller, but a big 
portion of yield comes from capital gain at maturity.

Different pricesCUSIP
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Action Description Coupon Maturity Quantity Price Min Max YTM YTW1 Accrued InEstimated Total
Buy US Treasury 2.875% 08/15/2045, 912810RN0 2.875 8/15/2045 300 76.45117 300 8000 4.682 -- 1,238.95 230,592.47
Buy US Treasury 2.5% 02/15/2045, 912810RK6 2.5 2/15/2045 300 72.01953 300 8000 4.679 -- 1,077.35 217,135.95
Buy US Treasury 3% 05/15/2045, 912810RM2 3 5/15/2045 40 78.357 40 1000 4.672 -- 477.35 31,820.15
Buy US Treasury 3% 11/15/2044, 912810RJ9 3 11/15/2044 200 78.71484 200 3000 4.669 -- 2,386.74 159,816.43
Buy US Treasury 4.625% 11/15/2044, 912810UF3 4.625 11/15/2044 250 100.0595 250 4000 4.62 -- 4,599.45 254,748.20
Buy US Treasury 4.75% 02/15/2045, 912810UJ5 4.75 2/15/2045 250 101.7344 250 12000 4.615 -- 1,705.80 256,041.74
Buy US Treasury TIP 0.75% 02/15/2045, 912810RL4 0.75 2/15/2045 100 74.57813 100 3000 2.361 -- 145.49 100,858.03



US 5-year TIPS
https://tradingeconomics.com/united-states/5-year-tips-yield 

• Principal is adjusted by CPI rate annually.
• Earn coupon on higher principal value.
• Phantom tax – best in IRAs
• Less liquid than normal treasuries
• Do not have the same $10K per year limit as I-bonds
• Great sources for information on tips

• Investopedia
• Treasurydirect.gov
• TIPSladder.com
• Your brokers website? 
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Buying Individual bonds

• CD

• US govt. treasuries / bonds

• Muni bonds

• Investment grade Corp bonds

• Non-investment (junk, HY) corporate bonds

• Mortgage backed securities

• Foreign govt bonds

• Foreign non-govt bonds

Generally speaking

• Yield and risk go together .. High yield .. High risk

• Longer term bonds have more interest rate risk

• Foreign bonds have currency risk

• Use your broker’s bond desk

• Diversify – industry groups, time frames

• Manage interest rate sensitivity / 
risk.

• Manage taxation
• Timing of maturities and income

Bond Ladder

Bond maturing in 2030

Bond maturing in 2029

Bond maturing in 2028

Bond maturing in 2027

Bond maturing in 2026

Bond maturing in 2025

Spend / Reinvest
in 2030 bond / Reinvest in 
alternative assets
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No Lazy Cash

• CDs – Bankrate.com – latest rates approx. ~ 4.5%

• Money Market Accounts
• Almost all brokers offer them

• High Yield savings accounts
• American Express, Goldman Sachs … many others

• Limited transactions per month

• Short term US bonds – zero coupon

• Money Market Mutual Funds
• Charles Schwab and other brokers have many.  Most yield > 4%

• ETFs that act like money market funds
• MINT, BIL, JPST … many others

19
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Investing Basics for All 

Thank You !!
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