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	Investing
	Bonds


Bonds



 Bonds are lower-risk and lower-return investments than stocks, which makes them an essential component of a balanced investment portfolio, especially for older or more conservative investors.






Introduction to Bonds
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How to Buy Treasury Bonds and Bills
By
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Understanding Interest Rates, Inflation, and Bonds
By

Barry Nielsen


 Updated Aug 14, 2023
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Why Companies Issue Bonds
By

Lisa Smith


 Updated Oct 31, 2023
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Hedge Your Bets With Inflation-Indexed Bonds
By

Troy Segal


 Updated Oct 30, 2023
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Debenture vs. Bond: What's the Difference?
By

Sean Ross


 Updated Jan 01, 2022


 










Frequently Asked Questions

	




What’s the difference between Treasury bonds, notes, and bills?



 
Treasury bonds, notes, and bills are all fixed-income securities issued by the U.S. Treasury. The primary difference between them is their maturity dates and the frequency of interest payments. Treasury bills have the shortest maturities, ranging from four weeks to one year, and they only pay interest when they mature. Treasury notes are issued with maturities ranging from two to 10 years, and pay interest every six months. And Treasury bonds mature in either 20 or 30 years, also paying interest every six months.




Learn More
Treasury Bonds vs. Treasury Notes vs. Treasury Bills: What’s the Difference?
 


 


	




Can inverted yield curves predict recessions?



 
An inverted yield curve is widely considered one of the most reliable indicators of an impending recession. An inverted yield curve has preceded every U.S. recession since 1955 with only one false alarm. Though the inverted yield curve observed in 2019, which preceded the short recession triggered by the COVID-19 pandemic, should hardly be interpreted as a predictor of that recession.




Learn More
The Impact of an Inverted Yield Curve
 


 


	




Why are bond prices and yields negatively correlated?



 
Bond yields move in the opposite direction of prices because the bond’s coupon rate is fixed but the appeal of that bond and its coupon rate on the secondary market changes with economic conditions. If interest rates rise, bonds issued with lower coupon rates become less attractive to potential buyers, who could get a higher rate of return on a new bond. Subsequently, the bond’s price declines. An investor who buys that bond at a discount will receive coupon payments on the bond’s face value, not its market value, meaning their return will be greater than the official coupon rate. Yields decrease as bond prices rise for the same reason.




Learn More
Understanding Bond Prices and Yields
 


 


	




How do I cash in my U.S. Savings Bond?



 
You can cash in most paper U.S. Savings Bond at a bank or credit union. The exception is Series HH bonds, which were discontinued in 2004. These need to be mailed to Treasury Retail Securities Services with a specific form. Electronic bonds can be cashed in online at Treasury Direct, which will transfer the proceeds to your checking or savings account within a couple of days.




Learn More
How to Cash In Your U.S. Savings Bonds
 


 





Key Terms

 Treasury Inflation-Protected Securities (TIPS)

 Basis Points

 Repurchase Agreement (Repo)

 Yield Curve

 Debenture










	Treasury Inflation-Protected Securities (TIPS)

Treasury Inflation-Protected Securities (TIPS) are U.S. Treasury securities that are pegged to inflation. They are meant to preserve the purchasing power of the investor’s principal.


Learn More


	Basis Points

A basis point is a unit of measurement for interest rates and other percentages in finance. One basis point is equal to 1/100th of a percent, or 0.01%.


Learn More


	Repurchase Agreement (Repo)

A repurchase agreement (repo) is a short-term borrowing arrangement in which a dealer sells government securities to investors with the guarantee they will buy them back shortly after (usually the next day) at a slightly higher price.


Learn More


	Yield Curve

A yield curve is a line connecting the yields on bonds of equal credit quality but different maturities as plotted on a graph. The slope of the yield curve signals expectations of future interest rates and economic activity. A normal yield curve slopes upward since bonds with longer maturities usually have higher yields. When the yields on short-term bonds exceed those on long-term debt, the yield curve is said to be inverted.


Learn More


	Debenture

A debenture is an unsecured loan certificate representing debt that is backed by creditworthiness rather than assets.


Learn More
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Why Are My Bond ETFs Losing Money, and What Should I Do?
By

Michael Bromberg


 Published Oct 27, 2023
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Bond Vigilante Definition
By

Adam Hayes


 Updated Feb 28, 2023
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How to Give Bonds as a Gift
By

Daniel Liberto


 Updated Oct 24, 2023
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An Overview of Perpetual Bonds
By

Lisa Smith


 Updated Jul 27, 2023
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Debentures vs. Fixed Deposits: What’s the Difference?
By

Brian Beers


 Updated Jun 05, 2022
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Convertible Debenture: Definition, Example, Advantages & Risks
By

James Chen
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Credit Market: Definition, Types, Example
By

Cory Mitchell
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Step-Up Bond: Definition, How It Works, Pros & Cons, Example
By

James Chen


 Updated Oct 21, 2020
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Catastrophe Bond (CAT) Meaning, Benefits, Risk, Example
By

Chris B. Murphy


 Updated May 29, 2020
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What Is a Sukuk? Sharia-Compliant Bond-Like Financial Instruments
By

Akhilesh Ganti
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Mumbai Interbank Offered Rate (MIBOR): Definition, Vs. MIBID
By

Will Kenton


 Updated Jun 29, 2022
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Treasury ETFs: What They Are and How They Work
By

Cedric Thompson
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How to Rebalance Your Portfolio
By

Barbara A. Friedberg


 Updated Jan 07, 2024
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6 Best Investment Accounts for Handling Uninvested Cash
By

David Rodeck


 Updated Apr 02, 2024
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How to Automate Your Investing
By

Barbara A. Friedberg


 Updated Sep 22, 2023
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Best Ways to Earn Passive Income
By

Barbara A. Friedberg


 Updated Jun 29, 2023
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Excess Cash Flow: Definition, Calculation Formulas, Example
By

Adam Hayes


 Updated Jan 31, 2021
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Convexity Adjustment in Bonds: Calculations and Formulas
By

Adam Hayes
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Purchase Fund: What It is, How It Works, Example
By

Alexandra Twin


 Updated Apr 30, 2022
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What Is a Debt/Equity Swap? How It Works and Who Benefits
By

James Chen


 Updated Jul 01, 2021
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Foreign Currency Convertible Bond (FCCB) Defined, How It Works
By

James Chen


 Updated Aug 17, 2020
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General Obligation (GO) Bond: Definition, Types, Vs. Revenue Bond
By

James Chen
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Top 5 Emerging Market Bond ETFs
By

The Investopedia Team
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BND vs. AGG: Comparing Bond ETFs
By

Sean Ross
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Best Bond ETFs for 2022
By

Charles Munyi
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Bond ETF Definition, Types, Examples, and How to Invest
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James Chen
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Top 5 Municipal Bond Funds for 2022
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[image: ]

[image: ]








5 Inverse-Bond ETFs
By

Ryan Furhmann
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Everything You Need to Know About Junk Bonds
By

The Investopedia Team
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Fannie Mae and Freddie Mac: An Overview
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Prime Credit: What It Means, How It Works
By

Caroline Banton
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Decoupling: Definition and Examples in Finance
By

Adam Hayes


 Updated May 17, 2022
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Bond ETFs: A Viable Alternative
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Emily Norris
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Series EE Bond: Definition, How It Works, Maturity
By

James Chen


 Updated Mar 16, 2020
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Credit Watch: Meaning, Pros and Cons, Example
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Adam Hayes
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Rating: Definition in Finance, How It Works, Types, Agencies
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Preferred Stock ETFs vs. Bond ETFs: What's the Difference?
By

The Investopedia Team


 Updated Dec 18, 2023


 



[image: Smaller and larger piggy banks balanced on a lever]

[image: Smaller and larger piggy banks balanced on a lever]








Stable Value Fund: Definition, How They Work, Risks, and Benefits
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U.S. Savings Bonds vs. CDs: What’s the Difference?
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Buying Stocks Instead of Bonds: Pros and Cons
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Why Are Most Bonds Traded on the Secondary Market "Over the Counter"?
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What Is a Bond Fund? How It Works, Benefits, Taxes, and Types
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5 Best Short-Term Bond Funds for 2020
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How Bond Market Pricing Works
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Money Market vs. Short-Term Bonds: What's the Difference?
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Marketweight: What It Means, How It Works
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Top 4 Strategies for Managing a Bond Portfolio
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What Are Series I Bonds? Rates, Risks, Taxes Explained
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Bond Funds vs. Bond ETFs: What's the Difference?
By

James McWhinney


 Updated Feb 29, 2024


 



[image: Trading on the Currency Market Forex]

[image: Trading on the Currency Market Forex]








Coupon Bond: Definition, How They Work, Example, and Use Today
By

James Chen


 Updated Mar 31, 2020


 



[image: ]

[image: ]








How Does a Eurobond Work?
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Where Investors Put Their Money in a Bear Market
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Discount Yield Formula, Meaning and Examples
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