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Today, while writing a story about the new savings bond rates released by the Treasury, I have to wonder, with CD rates at such ridiculous lows, have savings bonds, especially my bonds, surpassed them as a savings vehicle? However, both were supported by full faith and U.S. government credit, and the new Bond I rate was 4.6 percent, reflecting the
Consumer Price Index's 2.3 percent rise in the previous six months. Also, while the maturity of bond I is 30 years, you don't have to hold them that long if you don't want to; they can be redeemed after five years, free of penalty. Sure, the core fixed-rate component of bond I is still zero percent, but they're still looking for a whole heck much better than the five-
year CD rate, which currently averages 1.71 percent. I interviewed Greg McBride for the story, and he said that while my 4.6 percent annual bond return might look good on first blush, CDs have some advantages over savings bonds that make them a much better investment overall. First, the CD can be on the stairs. All new bonds I have the exact same
maturity: 30 years after the issue date. Instead, CDs can be purchased with a variety of maturity lengths to allow you to topple them and capture higher yields down the line. The CD also offers the possibility to earn at least a little more than the inflation rate, while my bonds are forever locked in for a real return of zero. The key is also that CDs don't have a
limit on the amount you can buy that you can't overcome just by opening a separate account at another institution. Instead, Treasury sets a limit of $5,000 a year on the amount of paper and electronic bonds I that you can buy. On top of a portfolio of certain sizes, that limits the usefulness of bonds I substantially. Perhaps at some point, treasury will act to
address some of these concerns by raising the fixed component of bond I to provide some tangible returns for investors, or increasing the limit of how much you can, but McBride thinks that's unlikely. As he said in the article, the long-term trend for bonds I doesn't look good to see a competitive fixed rate component anytime soon. However, wouldn't it be nice
to have been one of the lucky ducks who bought my bonds when they first debuted in the late 90s and early 2000s? If you bought bond I when their fixed rate component peaked at 3.6 per cent in May 2000, you would be sitting on a risk-free bond that yields an annual return of 8.2 per cent now - not too shabby. What do you think? Which is better, my CD or
bond? No, I'm not. Talking about British spies. Although the bond seems to be a bit of a mystery to some. We're talking investment, guys! Bonds promise predictable returns over time, and they are often backed by the government. Since they are seen as safe investments, they attract a lot of In fact, more than $100 trillion dollars is invested in the global bond
market!1 But what exactly are bonds? And are they a good place to park your hard-earned money? Let's see if they belong in your retirement portfolio. Bonds are a type of fixed income investment — meaning that they are designed to give you a stable income stream. In this case, that is in the form of dividends and interest payments. When you buy bonds,
you are a lender, not a borrower! Usually the government or company is looking for a loan, and they agree to pay the Loan Interest and refund your money on a certain date in the future. That's right, you lent them your hard-earned cash! Be confident about your retirement. Find investment pros in your area today. In return for your loan, you get a steady flow
of interest payments from the borrower until the bond reaches its due date — that's the date they have agreed to pay you back for the original loan amount. If you decide to jump into the bond market, here's what to expect. Let's say you buy a $1,000 bond from your local government. The bond term is two years with a fixed annual interest rate of 5%. In this
scenario, you'll receive a $50 (nothing to write home about!) interest each year from the city's all-time bond, and then you'll get your initial $1,000 back at the end of two years when it matures. That means in those two years, your initial investment of $1,000 turns into $1,100. But look, people, getting a return of 5% a year is not good growth when you compare
it to the stock market average. Types of Bonds There are all kinds of bonds out there, but the three most common types you'll encounter are companies, cities and U.S. Treasuries. Corporate bonds are offered by private and public companies to fund growth by financing ongoing operations, new projects or acquisitions. Similarly, state or local governments
issue municipal bonds (or muni bonds for short) to fund public projects such as building bridges, roads, or new schools. U.S. Treasury bonds provide federal government cash to pay for government spending that is not covered by taxation. Backed by the faith and full credit of the U.S. government, this is often promoted as one of the safest investments you
can make. (Because, as we know, the government is well known for handling money well. No comment.) There are all kinds of bonds out there, but the three most common types you'll encounter are companies, cities, and U.S. Treasuries. Investing in Bonds you can invest in by buying new issues (initial bond offerings), buying bonds on the secondary market
(where previously issued bonds are bought and sold), or obtaining bond mutual funds or exchange-traded funds (ETFs). The price you will pay depends on what you are willing to apply for and what the publisher asks for. Publisher. are the three main ways to buy and sell bonds: 1. The first way to jump into the bond market is to use a broker. They will help
you buy and sell bonds with other investors in the market. 2. Another way is directly from the U.S. government — it has a program that allows you to avoid paying fees to brokers or other intermediaries.2 3. A more efficient way to invest in the bond market is through bond mutual funds and bond exchange-traded funds (ETFs). You can easily review the details
of a mutual fund or ETF investment strategy and find one that fits your investment goals. You can sell your bond before the due date, but this comes with risks that we will cover in the next section. Understanding how to buy and sell bonds can be tricky for new investors. So, don't try this at home! Bond Ratings and Risks So, how should you know which
bonds are good to invest in and which are not? Well, bonds are rated, or scored, based on how risky they are. Basically, this rating is related to the issuer's ability to pay you back. Bonds that are believed to have a lower risk of default are given a higher rating. And higher-rated bonds tend to be issued at lower interest rates. Lower-ranked bonds need to
incentivize buyers, so their rates are higher. Anyone investing in bonds should make sure they know the issuer's rating. And never invest in low-ranked bonds (a.k.a. junk bonds)—unless you can afford to burn your money! Although we are on the topic of risk, here are some of the most common to early in the bond market. Credit Risk. This means issuers
can default on their bonds, so you don't get your money back, and forget about interest. Interest Rate Risk. If you plan to sell your bond before the due date, it is possible that changes in the overall interest rate may reduce the value of the bond. When interest rates rise, bond prices fall, and vice versa. So you may have to sell it at a discount from what you
pay for, which means you'll lose some of your initial investment. Inflation Risk. If interest rates are low, and inflation rises, inflation can outpace returns and sink your purchasing power. Liquidity Risk. It's a risk that you can't sell bonds when you want, which means you can't spend your money. Contact Risk. It is likely that the bond issuer calls, or retires, the
bond before its due date. This is something an issuer might do if interest rates decline (such as if you want to return your mortgage to a lower snagged rate). This forces investors to reinvest money at lower interest rates. Duration Risk. The longer a bond matures, or duration, the higher its exposure to interest rate changes. It's just a measure of how bond
prices might change when market interest rates rise and fall. If If If buy bonds with a maturity of 10 years, you will be up and down for a longer period of time than you would buy bonds with a maturity of 1 year. Experts suggest that bonds will lower the price by 1% for any 1%.3 Rate hike So, Should I Have Bonds in My Portfolio? Point? I don't recommend
betting your pension on bonds — you better invest your money in a mix of growth stock mutual funds. Let me explain why. As I mentioned earlier, what many people find interesting about investing in bonds is the prospect of stable payments during the bond life. Having a stable income makes it easy to plan your expenses, which is why additional lucrative
bonds for many retirement portfolios. But here's the thing: The returns you get from bonds aren't impressive, especially when compared to mutual funds, because they barely exceed inflation. Remember, you want to beat the market so you can build wealth. Others like to point out that bonds can take some of the sting out of Tax Day — especially municipal
bonds, which are typically tax-free at the federal, state and local levels. While subject to federal taxes, Treasury bonds are also free of state and local taxes. Now, bonds have a reputation as lower-risk investments because they don't fluctuate wildly like stocks. But here's the thing: The returns you get from bonds aren't impressive, especially when compared
to mutual funds, because they barely exceed inflation. Remember, you want to beat the market so you can build wealth. Get With SmartVestor Pro Complicated topics like bonds motivate me to get investment professionals in my corner to help me separate fact from fiction. No matter where you are on your investment journey, it is always a good idea to sit
down with someone, such as SmartVestor Pro, who can help you set goals for your financial future. Find SmartVestor Pro in your area today! Today!
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