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Index

A
Accrual bonds, 84

Accrual tranche (Z bond), 162

Accumulated amount only life 

insurance, 283

A class CMO, 162, 163

Aftermarket, 108

After-tax basis, 384–385, 398–401

After-tax cash, ownership, 400

After-tax income, 

maximization, 167

After-tax return

maximization, 393

selection, 45–46

After-tax returns calculation, 328

After-tax yield, 93

investment, 455–460

Agency bonds, 96

questions, 148–149

risk, 146

usage, 46–47

Agency CMOs, 151–152, 161–166

term, reference, 164

Agency coupon bonds, call 

provisions, 146

Agency MBSs, 152–153, 157–160

advantages, 158–159

cash flow, sources, 157–158

creation, benefits, 154–155

features/advice, 160

risks, 159–160

tax implications, 160

Agency zero-coupon bonds, return 

(comparison), 145

Airport bonds, 205

financing, revenue sources, 216

All-Bond Portfolio, 29

adoption, 39, 413–414

advantages, 30–33

antidote, 37–38

commitment, obstacles, 475–477

concept, 31–32

design, 30–31

development, 4–5

education, 429

guidance/support, 417

investment, 31

low-risk investment, 30

placement, absence, 407

strategy, 388

usage, 1–2

Alternative Minimum Tax (AMT), 

9, 309

bonds, 458, 459

ownership, 399

yield boost, 372

caution, 379

impact, 186, 191–192, 350, 369

AMBAC, 450

American Recovery and 

Reinvestment Act (ARRA) of 

2009, 67–68, 169, 194

American Revolution, bonds 

(issuance), 56–57
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486 Index

Anglo-French War, debt, 55

Annual percentage rate (APR), 274

Annual percentage yield (APY), 274

Annuity contracts, penalty-free 

withdrawal privilege, 292

Anticipated needs, funding, 

403–405

Arnott, Robert, 16

Ascending yield curve, 

444–445, 468

illustration, 444f

Asia Securities Industry & Financial 

Markets Association 

(ASIFMA), investigation, 268

Ask price, 98

Asset allocation, 45

financial path, 412

funds, 366–367

increase, 3

Asset-backed securities (ABSs), 228

information, 305

Asset sectors, comparison, 450

Association for Financial Markets 

in Europe (AFME), 

investigation, 268

Auction-rate preferred stock 

(ARP), 338

Auction rate securities (ARSs), 185

Authorities, 202–203

pass-through entities, 206–207

B
Baby boomers, financial plan 

design, 411–415

Back-end fees, impact, 29–30, 333

Bad timing, 7, 10

Bank certificates of deposit (bank 

CDs), 275–277

advantages, 275

cashing in, 451–452

CD-type annuity, contrast, 

279–280

FDIC protection, 275

features/advice, 277

information sources, 277

pricing information, 276

risks, 275–276

tax implications, 276

withdrawals, bank penalties, 276

Banking Act of 1935, impact, 60–61

Bank money market accounts, 

usage, 470

Banknotes, rating, 57

Bank of America, derivatives 

activity, 70

Bank-qualified (BQ) deals, 201–202

Bankruptcy, issuer declaration, 80

Banks

loans, 358–360

sale, 423

stocks, value, 423

Barbell, 467

creation, 431

Barbell portfolio, 455f

construction, 454–455

Barclays Capital Global Aggregate 

Index, 360

Bargain bonds, location 

(strategies), 448–450

Basel Committee on Banking 

Supervision, bank cap 

ruling, 260

Basel III (Basel Committee on 

Banking Supervision), 68

B class CMO, 162, 163

Bearer bonds, 64

Bear market, 466

Belt-and-suspenders protection, 179

Benchmark

index, ETF tracking 

problems, 342

Benchmark, duration, 328

Beneficiary registration, 123

Bernstein, William, 7

Bid price, 98

Bill, definition, 52

bindex.indd   486bindex.indd   486 8/1/11   6:42:40 PM8/1/11   6:42:40 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



 Index 487

Bills of credit, 52

Black box technology, 37

Black Swan, The (Taleb), 17

Bloomberg, Michael, 64

Bodie, Zvi, 17–18

Bogle, John, 6

Bond banks, 203

Bond funds, 35, 325

advantages, 330

bookkeeping services, 330

buyers, strategies, 377–378

capital gains tax, 330–331

categories, 337–346

charges, 332–335

class shares, 333

competition, 332

costs, examination, 331–337

derivatives, 329

disadvantages, 330–331

diversification, 330

duration, 328–329

fees, 331, 370

fixed maturity date, absence, 

327, 330

income, absence, 330

information source, 

evaluation, 378

load, 331–332

loads, 331

long-term thinking, 377

market risk, susceptibility, 331

maturity, 327

pass-through entities, 326–327

performance, 355

per-share net asset value, 326

purchase, 469

questions, 346

reinvestment, 330

risk, 376–377

addition, 334

search engines, questions, 380–381

SEC description, 327

taxation, 349

tax planning, 378–379

yields, 327–328

Bond investment

financial framework, 393e

financial planning framework, 387

questions, 27, 71–72

strategies, 383, 442f

usage, 461–462

Bond ladders

absence, 428–429

cash investment, 430–431

creation, 419

customization, 424

implementation, 465

investment, 430

placement, 391

strategy, 451

flexibility, 465

yield curve steepness, 467f

Bond markets

language, understanding, 51–55

pattern basis, 54–55

states, profligacy (impact), 58–59

Bond mutual funds

questions, 367

selection, 369

Bond portfolios

case study, 435–437

cash flow, 32f

hedging, 453

interest, comparison, 96f

laddering, 436–437

purchase, 469

total return management, 65

Bond purchases, 301, 303, 435, 469

credit enhancement, usage, 462

dealer problems, 309

decisions, 447

information, 322–323

Internet, impact, 70–71

process, 303

questions, 101

ratings, attention, 462
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Bond purchases (Continued )
terms/questions, 323f

timing, 441–447

Bonds

aggregators, impact, 36

allocation, 45

callability, 96

cash flow, 389–390

categories, purchase, 393

characteristics, 75

comparison, 344t

components, 76–78

confirmation details, 

321–322

cost, 88–94

credit quality, downgrade, 231

CUSIP number, assignation, 322

definition (Black’s Law 
Dictionary), 51–52

downgrades, 81

evolution, 51

examination, 36–37

face value, 57–58, 96

financial planning, 

questions, 410

foreign currency 

denomination, 35

holding, 26

income, earning methods, 

76–77, 76f

indenture, 78–79

index, J.J. Kenny Company 

establishment, 64

interest, semiannual payment, 

95–96

interest income, 266

issuance

financial adviser, impact, 78

history, 56–59

issues

preparation, 78–86

pricing, 308

registration, 64–65

laddered portfolio, advantages, 466

launching, 85–86

look-alikes, 104, 273

marketplace, characteristics, 320

Massachusetts offering, 55–56

media information, problems, 

310–314

new-issue orders, 321–322

offers, consideration, 312–313

online purchase, 304–305

questions, 310

OTC market, 250

overvaluation, avoidance 

(strategies), 450

ownership, retention, 91

placement strategies, 

457–458

prices

decline, 63–64

evaluation, 319–322

volatility, reduction, 94

price/yield relationship, 77f

pricing information, 305–309

profit, 441

rating, 81–84

changes, 82

increase, impact, 225–226

rating agencies, 83

impact, 68

real-time prices, 308–309

redemption, 106

retail markets, 320–321

returns, comparison, 5

risk, 9–11

evaluation, 81

sale, timing, 441–447

strategies, 447–448

sales, profitability, 372

selection, 401–406, 469

selection, determination, 44

stocks, performance comparison, 

4, 23–24

assumption, 10
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stripping, 65–66

structures, buy-and-hold investor 

approach, 77–78

swap, 452–453

terminology, 52

total return, 336

underlying credit rating, 180

usage, avoidance, 54

value, bank reduction, 61

volatility, 11, 445

wholesale markets, 

320–321

yield, 88–94

advertisement, 328

determination, 88–89

Book-entry bonds, 65

Book-entry form, 

105–106

Borrowing, Catholic Church 

prohibition, 53

B-rated paper, loans, 359

Brokerage firm

criteria, 315–316

fee-based accounts, emphasis, 

318

relationship, establishment, 316

selection, 314–316

Broker certificates of deposit, 

appearance, 278

Brokers, selection, 310–319

Broker-sold bank certificates of 

deposit, 277–280

advantages, 279

features/advice, 280

pricing information, 280

risks, 279–280

tax implications, 280

Buffett, Warren, 36

Build America Bonds (BABs), 167, 

169, 194, 458

funds, 355

issuance, cessation, 195

maturities, 194–195

risks, municipal issuer 

understanding, 196

taxable returns, 195

Bulldog bonds, 256

Bull market, 466

Bump-up certificates of deposit, 

280

Businessman’s risk bonds, 242

Bus Rapid Transit, 216

Buy-and-hold investor, limited 

transactions, 317–318

Buy-and-hold strategy

advantages, 95

endorsement, 443

Standard & Poor’s 500 Index 

usage, 7–8

Buy-and-sell strategy, 441, 443

C
Call, 79

option, 96–97, 97f

protection, 79, 97

Callable agency bonds, Treasuries 

(comparison), 148t

Callable bonds, 96, 233, 340

purchase, 97, 471

Callable certificates of deposit, 

280–281

purchase, loss, 281

Call risk, reduction (strategies), 

469–470

Cantor Fitzgerald, Telerate 

machine introduction, 64

Cap (maximum rate), 85

Capital controls, impact, 267

Capital depletion, impact, 

159–160

Capital gains

offsetting, 95

recognition, 400

usage, 455

Capital values, long-run stability, 61

Carpetbagger debt, 58
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490 Index

Cash flow

creation, 459–460

bonds, usage, 388–392

focus, 388

increase, 417, 420

inflation, relationship, 

390–391

maximization, 431

purchase, 389–390

yield, contrast, 371

Cash inflow/outflow, 

determination, 416–417

Cash investment, 428–431, 451

Cash on cash, 100–101

Cash options, usage, 429–430

Cash reserves, 402–403

Casino bonds, 205

Cédulas hipotecaria, 259

Central Index Key (CIK) number, 

usage, 227

Certificates of accrual on Treasury 

securities (CATS), 112

Certificates of deposit (CDs)

bond look-alikes, 274–281

FDIC insurance, 239

investment, 46

purchase, 33

questions, 281

ratings, 274

sale, 90–91

yields, 274

Certificates of participation 

(COPs), 65

debt instruments, 204

Charitable gift annuities, 285

Charitable lending, 437–438

Charter schools

bonds, 205

downsides, 207

Chrysler, bankruptcy, 245

Church bonds, 438

Citigroup, derivatives activity, 70

Class A, B, C, D, I, R6 shares, 333

Closed-end bond funds, 

redemption rate, 338–339

Closed-end mutual funds, 

regulation, 61

Closed-end funds, 35, 338–340

income ratio calculation, 340

open-end funds, contrast, 343

yield, 339

Collateralized debt obligations 

(CDOs), 151–152

Collateralized debt swaps (CDSs), 

151

Collateralized mortgage obligations 

(CMOs), 66, 151–152, 

161–166, 387

advantages, 164–165

classes, 162

complexity, 162

examination, 162–164

pricing information, 166

questions, 166

risks, 165

sale, 68–69

tax implications, 165–166

types, 161

usage, recommendation, 407

College expenses, planning, 427–428

College tuition, funding, 404, 422, 

427

Commercial paper, 52

Commissions, imposition, 317

Committee on Uniform Securities 

Identification Procedures 

(CUSIP) number, 227, 268

assignation, 322

examination, 220–221

insertion, 100

Commodities, 44

partnership, 45

Common stock

current yield, usage, 90

questions, 300

usage, recommendation, 407
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Company-sponsored 401(k) 

plan, 399–401

Compensation package, usage, 425

Competing funds, 362–363

Competitive new issue, 85

Compounding, 90–91

Compound interest, 90–91

comparison, 90f

power, 23–24

Conglomerates, corporate 

bonds, 229

Conseco, default, 82

Consumer Price Index (CPI), 

usage, 391

Consumer price index for all urban 

consumers (CPI-U), 115

decrease, 116

Consumer Protection Act, 

passage, 226

Contingent claims, 65

Continuing-care retirement 

communities (CCRCs), 

209–210

Convention bonds, 205

Convertible bond funds, 356

Convertible preferred stock, 292

Co-ownership registration, 

122–123

CoreNotes (Merrill Lynch 

issuance), 238–239

Corporate bond funds, 355–363

high yield funds, 356–357

investment grade funds, 357–358

Corporate bonds, 225

advantages, 230

asset sectors, comparison, 450

categories, 229–234

credit quality, downgrade, 231

features/advice, 232–234

interest rates, 227–228

make-whole calls, 79

over-the-counter trading, 319

pricing information, 232

purchase, 449

questions, 251–252

ratings, 225–227

risks, 230–232

sale, 85, 104

subsectors, 229

taxation, 228

zero-coupon bond sale, 228

Corporate convertible bonds, 

247–250

advantages, 248

face value, 249

features/advice, 249–250

pricing information, 249

rating, 248

risks, 248–249

Corporate high-yield junk bonds, 

241–247

advantages, 245–246

buyers, impact, 244–245

features/advice, 247

pricing information, 246–247

risks, 246

track record, 242–244

Corporate medium-term notes 

(corporate MTNs), 234–236

advantages, 235

features/advice, 236

pricing information, 236

risks, 235–236

Corporate retail notes, 236–239

advantages, 237–238

features/advice, 239

information sources, 238–239

MTNs, contrast, 236–237

pricing information, 238

risks, 238

Coupon, 65

Coupon bonds, purchase, 459

Coupon clippers, 76

Coupon rate, 76

setting, 84–85

Covered bonds (CBs), 258–259
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Covered bonds (Continued )
advantages, 259

features/advice, 259–260

pricing, 259

risks, 259

C-rated bonds, 357

Creation units, 341

Credit analysis, 81

Credit default swap (CDS), 185–186

Credit enhancement, usage, 462

Credit markets, 51

Credit quality, 443–444

Credit spread, 98–99

Credit watch, 246

Cumulative preferred stock, 

293–294

Currency conversion, 267

Currency wars, 265

Current yield (CY), 89–90

Curtailing, 158

Custodial account, bonds 

purchase, 427

D
Death, cash flow, 97–99

Death put bonds, purchase, 471

Debentures (unsecured bonds), 

226, 239–241

Debt

issuance, 57

payment, Fourteenth 

Amendment prohibition, 58

yield, 194

Debt-issuing agencies, 138–148

advantages, 145

features/tips, 147–148

risks, 145–146

tax implications, 147

Debt-obligation payments, funds 

payment, 208

Default possibility, increase, 246

Default rate, increase, 244–245

Default risk, 86, 345

absence, 81

reduction, strategies, 462–463

Defaults, examples, 82

Defeasance, 218

Deferred annuity contracts, 

evaluation difficulty, 290

Deferred fixed annuities, 287–292

advantages, 289

cash out, 288

early withdrawals, penalty 

payments, 290

features/advice, 291–292

fixed distribution phase, 289

investment phase, 287–288

nonfixed distribution phase, 288

pricing information, 291

risks, 289–290

tax implications, 290–291

term, extension, 288

transfer, 288

Deferred-income annuities, 

purchase, 401

Deferred interest bonds, 84

purchase, 459

Deferred interest income, 

reporting, 127

Deferred payment bonds, 65

Defined portfolios, 337

Deflation, impact, 116

Derivatives, 329

assets, 65

impact, 371

municipal bonds, relationship, 177

regulation, 70

Dirt bonds, failure, 353

Discount bonds, usage, 474

Discount purchase, 88

Disinflation, impact, 116

Diversification, 4

funds insufficiency, 463

purchase, absence, 389

Dividend-paying common stock, 

298–300
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advantages, 299

features/advice, 299–300

risks, 299

Dividends

distribution, 336

growth, 11

impact, 13f

reinvestment, 12

stock appreciation, 11–14

yields, 11

Divorce, financial needs, 421–422

Dodd-Frank Wall Street Reform 

and Consumer Protection 

Act, 172

Financial Stability Oversight 

Council creation, 231–232

impact, 69–70

passage, 68, 69, 226

Dollar-weighted average, 376

Dominion Bond Rating Service of 

Canada, 69

Dot-com crash, 1, 25

Dow Jones Industrial Average 

(DJIA), decline, 16

Dow Jones Islamic Market (DJIM) 

Indexes, establishment, 258

Drexel Burnham Lambert Group, 

bankruptcy, 63, 243–244

D shares, fee levels, 333

Duration, 93–94, 328–329

concept, development, 61

usage, problem, 329

E
Early call risk, 86

Earned income, viewpoint, 32

Education bonds, 205–208

advantages, 207

features/advice, 207–208

issuers, 206f

risks, 207

EE savings bonds. See Series EE 

savings bonds

Electronic clearing, establishment, 

64–65

Electronic Data Gathering, Analysis 

and Retrieval (EDGAR) 

database (SEC), 227

Electronic Municipal Market Access 

(EMMA), 170, 306

municipal bond information, 84

municipal prospectuses/trade 

data access, 80–81

El-Erian, Mohamed, 23

Emerging-market bonds, 407

Endowment Model, 24

Enron Corporation, failure, 68

Enterprise zones, 203

Entertainment industry bonds, 

208–209

advantages, 208

features/advice, 209

risks, 208–209

Equity-linked CDs, 273

Escrow bonds, 184–185

Eurobonds, 256–257

Euroyen, 257

Event risk, 86

Exchange-traded bonds funds, 

340–342

Exchange-traded funds (ETFs), 

35, 302

benchmark index, tracking 

problem, 342

disadvantages, 341

fees, 335–336

mutual fund, contrast, 340–341

questions, 367

screeners, 374

search, 372–378

search engines, question, 

380–381

selection, 369

strategies, 341–342

Exchange Traded Notes, 335

Execution costs, 31
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494 Index

Expenses, decrease, 33

Expression of interest, 322

Extraordinary calls, 79

F
Face value, 76, 88

reduction, 236

Fallen angels, 62–63, 243

rarity, 173

Farm Credit System, 147

Farrell, Bob, 87

Federal Agricultural Mortgage 

Corporation, 142

Federal Deposit Insurance 

Corporation (FDIC), 

FDIC-insured CDs, 404

Federal Farm Credit Bank System 

(FFCBS), 142

Federal Home Loan Banks, 147

Federal Home Loan Bank System 

(FHLBS), 142–143

Federal Home Loan Mortgage 

Corporation (FHLMC), 

139–141

conservatorship, 139–140

subordinated securities 

(subs), 141

Federal Housing Administration 

(FHA), 155

Federal income taxes, 399–401

income exemption, 456

Federal marginal tax bracket, 

impact, 436

Federal National Mortgage Agency 

(FNMA), 139–141, 155–156

conservatorship, 139–140

creation, 60, 155

GNMA, contrast, 156–157

Federal Reserve, responsibility, 59

Federal tax code, changes, 448

Fee-based accounts, emphasis, 318

Fees, 331–336

rules, 333

Fiat money, issuance, 58

Fidelity Floating Rate High Income 

Fund, 359–360

Financial advice, 420

Financial advisers

impact, 40–41

location, 434

Financial assets, control, 421

Financial consultation, 423, 425

Financial goals

clarification, 384

investing, 470–475

Financial independence, 405–406

Financial Industry Regulatory 

Authority (FINRA), 96, 305, 

335

brokerage firm examination, 315

Financial institutions, corporate 

bonds, 229

Financial needs, 421–422

levels, 395–396

review, 397

support, 401

Financial needs, determination, 

393, 394–396

Financial objectives, example, 40

Financial plan

baby boomer design, 411–415

objectives, alignment, 44–48

steps, 422

Financial plan, creation, 43

basics, 393–409

Financial planning, 31–33

bonds, usage, 411

case studies, 411

framework, 387

process, steps, 413–415

questions, 410

Financial products, disclaimers, 14

Financial services firms, 

funds sale, 333

Financial situation, 

understanding, 417
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Financial Stability Oversight 

Council, Dodd-Frank Act 

creation, 231–232

Financial Times Stock Exchange 

(FTSE) All Share index, 

increase, 13

Financing Corporation (FICO), 143

FINRA-Bloomberg Active 

Investment-Grade U.S. 

Corporate Bond Index, 230

First coupon, 183

Fiscal restraint, 433

529 plan, purchase, 428

Fixed call, 79

Fixed deferred annuity, 

questions, 292

Fixed immediate annuities, 

consideration, 475

Fixed income securities, 85

price, market yield (impact), 87f

Fixed maturity date, absence, 327

Fixed rate notes, 185

Flat yield curve, 444, 445, 446f, 468

Floaters (variable rate bonds), 85. 

See also Inverse floaters

Floating rate funds, 359

Floating rate loan participation 

funds (bank loan), 358–360

Floating rate notes (FRNs), 227–228

risks, 231

types, 185

Floor (minimum rate), 85

Foreign, term (meaning), 256

Foreign bonds, 265–269

advantages, 266–267

currency considerations, 265–266

features/advice, 268–269

income stream, 267

inflation, impact, 267–268

purchase, methods (limitation), 269

risks, 267–268

tax implications, 266

terminology, 256–260

Foreign corporation, stock 

ownership, 266

Foreign currency, decline, 267

Foreign purchases, federal taxes 

(increase), 267

401(k) plans, 399–401

GIC percentage, 362

recommendations, 400–401

403(b) plans, 399

Four-step financial planning 

process, 393–409

Front-end fees, impact, 42

Front-end loads, absence, 333

Fund-based investment, 

usage, 49

Funds

categories, 337–346

purchase, 303

Funeral plans, 231–232

Futures, classification, 65

G
Gallatin, Albert, 57

Generally accepted accounting 

principles (GAAP), 173

General Motors, bankruptcy, 245

General Motors Acceptance 

Corporation Financial 

Services (GMACFS), 237

General obligation (GO) bonds, 

55–56, 198–202

advantages, 200

features/advice, 201–202

issuers, 199f

risks, 201

General obligation school district 

(SD) bonds, 200

Global bonds, 256

Global Financial Market 

Association (GFMA), 

investigation, 268

Global pension funds, asset 

allocation (increase), 3

bindex.indd   495bindex.indd   495 8/1/11   6:42:43 PM8/1/11   6:42:43 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



496 Index

Goldman Sachs, derivatives 

activity, 70

Government bonds, 408

funds, 363–365

Government debt, purchase 

(problems), 255–256

Government National Mortgage 

Association (GNMA)

FNMA, contrast, 156–157

funds, 364, 379, 400–401

government ownership, 153

guarantees, 62

Government-owned corporations, 

137–138

Government-sponsored enterprises 

(GSEs), 137, 152, 305

step-up issuance, 239

Graham, Benjamin, 99

Grameen Bank, establishment, 53

Grant anticipation revenue vehicle 

(GARVEE), 216

Great Depression, 55, 61

impact, 137

Great Recession, 1, 13, 67–70, 153

Greenbacks, issuance, 58

Gross, Bill, 23

Growth

assumptions, 18–19

provision, 30

Growth financial planning, 

deferred interest bonds 

(purchase), 459

Guaranteed Investment Contracts 

(GICs), 362

Guarantees, credit protection, 226

H
Hamilton, Alexander, 56–57

Harvard Management Company, 

Inc. (HMC) portfolio, value, 

25

H Bonds, usage, 62

Headline risk, 87

avoidance, 463

Health care bonds, 209–210

advantages, 210

features/advice, 210

risks, 210

HH savings bonds. See Series HH 

savings bonds

Higher-education bonds, 207

High-quality bonds

advantages, 392e

investment, 461

purchase, 463–464

usage, 43–44

High-quality corporate 

bonds, 404

High quality Yankee 

bonds, 263, 404

High tax brackets, strategies, 458

High-tech bull market 

(1990s), 21

Highway bonds, 210

High-yield bonds, 35, 353

examination, 241–242

funds, 356–357

mutual fund purchases, 244

High-yield debt, 36–37

usage, 63

High-yield municipal bond funds, 

risk, 354

Historical annual return, 

assumptions, 5–6

Home ownership, impact, 66

Hospital bonds, 209–210

advantages, 210

features/advice, 210

risks, 210

Household Finance Corporation, 

inflation-protected corporate 

bond issuance, 237

Housing bonds, 210–213

advantages, 211–212

features/advice, 212–213

risks, 212
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I
Ibbotson SBBI 2010 Classic Yearbook 

(Morningstar), 6

Illiquid bonds, returns, 372

Immediate annuity, 282

Immediate fixed annuity, 

questions, 287

Imputed interest income, 405

Income

assumptions, 18–19

deferral, 456

exemption, 456

federal income tax, impact, 457

increase

premium bonds, usage, 474

strategies, 473–475

long-run stability, 61

matching, 465

needs, investing, 470–475

payments, 343, 345

provision, 30

ratio, calculation, 340

recognition, 400

reliability, 406

streams, 32–33

tax bracket, impact, 9

Income buyers, 409

Indenture, 218

Index funds, 360–361

Individual investors

institutional investors, contrast, 

24–27

time line, 25

Individual Retirement Account 

(IRA), conversion, 400

Industrial corporations, corporate 

bonds, 229

Industrial-development bonds, 353

Industrial loan companies 

(ILCs), 279

Inflation

anticipation, 460

cash flow, relationship, 390–391

hedge, TIPS (usage), 47

impact, 50

peak, 63–64

protection, 117

rate (measurement), CPI 

(usage), 391

reduction, Federal Reserve 

impact, 60

risk, 87

Inflation-indexed bonds, 71

Inflation-linked bonds, 184

Inflation-protected bonds, 365

holding, 452

Inflation-protected corporate 

bond, Household Finance 

Corporation issuance, 237

Inflation-protected securities funds, 

364–365

Inflation-protection TIPS, 

government development, 65

Insolvency, 415–418

In-state municipal bond interest, 

exemption, 193

Institutional bond investors, 25–26

Insurance, 402

company, bankruptcy risk, 284

Intelligent Investor, The (Graham), 99

Interest

accumulation, 57

avoidance (Shari’a law), 53

definition (Black’s Law 
Dictionary), 54

payments (Shari’a law 

unacceptability), 258

Interest bonds (coupon bonds), 

purchase, 459

Interest income, increase, 33

Interest rates

decrease, 64

strategies, 453–455

direction, disagreement, 444

Fed reduction, 339

fluctuations, 329, 464–465
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498 Index

Interest rates (Continued )
increase, 63, 77, 451–453

level, changes, 448–449

strategies, 451–453

WWII level, 61

Intermediate-term bonds, interest 

rates, 430

Intermediate-term TIPs, hedges, 473

Intermediate-term Treasury bonds, 

purchase, 473

International bonds, 104

funds, 360

markets, 255

questions, 270

term, meaning, 256

types, 257–260

International Securities 

Identification Number 

(ISIN), AFME provision, 268

Inverse bond funds, 361

Inverse floaters, 85

Inverted yield curve, 444, 

446–447, 468

InvestinginBonds, web site

calculator, usage, 191–193

information, example, 250t

trade price access, 250–251

usage, 220

Investment assets, 44

Investment banks, financial adviser 

status, 78

Investment Company Act of 1940, 61

Rule 2a-7, 349, 351

Investment grade funds, 357–358

Investment notes, 141

Investment portfolio

balance, 4

categories, division, 396

division, 393

Investments

comfort level, 48

course correction, 418–419

future value, 397

historical return, 29–30

idea, problems, 432

level ($25,000), 475–477

liquidity, understanding, 385, 401

process, 433

returns

All-Bond Portfolio 

maximization, 5

evaluation, risk-adjusted/after-

tax basis (usage), 384–385

risk tolerance, 460–463

safety, strategies, 463–470

speculation, 407

taxation, consideration, 398–399

taxes, 456–457

transition, 421–422

understanding, 385, 401

Investors, buying/selling habits 

(timing problem), 7

I savings bonds. See Series I savings 

bonds

J
Jackson, Andrew (election), 57

Japanese pension funds, portfolio 

percentage, 3

J.J. Kenny Company, bond index 

establishment, 64

JPMorgan Chase, derivatives 

activity, 70

Junk bond funds, purchase, 474

Junk bonds, 35, 353

appearance, 62–63

avoidance, 450

creation, reason, 242

funds, 356–357

investments, 63

recovery rate, 244–245

speculation, 242

trading, 63

K
Kicker bonds, 97

purchase, 454

Kmart, default, 82
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L
Laddered portfolio, advantages, 466

Laddering, process, 466–467

Leases, usage, 203–204

Lehman Brothers, problems, 

350–351

Lehman Investment Opportunity 

Notes (LIONS), 112

Lending, Catholic Church 

prohibition, 53

Letters of credit (LOCs), 226

expiration, 227–228

Leverage, 345

usage, 371

Leveraged buyouts (LBOs), 

230–231, 243

collateral damage, 230–231

Liberty Bonds, 59–60

purchase, 60

Life cycle funds, 366–367

Life events, strategies, 473

Life objectives

determination, 393, 394–396

review, 397

support, 401

Life only insurance company, 282

Life plan, example, 439

Lifestyles

appropriateness, 412–415

consideration, 416

Lifetime goals, 403–405

fund, 396

Life with period certain insurance 

company, 282–283

Limited tax GO bonds (LTGO 

bonds), 199

Lipper Leader Scorecard, 375

Liquidity, 105

creation, 403

necessity, 468

risk, 86

reduction, strategies, 469

Loads, 331–332

funds, 373

Loan participation fund, purpose, 

358–359

Local governments (Great 

Recession), 67–68

London Interbank Offered Rate 

(LIBOR), 227–228

loans, rates (relationship), 

358–359

reference rate, 443–444

Longer-term bonds

interest rates, 430

reward, 467

purchase, 464, 474

Long first coupon, 183

Long-short bond fund, 361

Long-term bonds

funds, 378

hedge funds, 446–447

short-term bonds, contrast, 378

usage, recommendation, 407

Long-term capital gains

realization, 457

report, 228

Long-term goals, strategies, 

471–473

Long-term target bond 

funds, 408

Long-term TIPs, hedge, 473

Low-quality bonds, returns, 372

Low tax brackets, strategies, 

458–460

Luxuries

fund, 395–396

funding, 403–405

M
Make-whole calls, 79, 97, 233

Managed account, 317–319

Managed payouts, 371

Management fees, 341

absence, 365

impact, 42

Maple bonds, 256

Margin, 59–60
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500 Index

Marginal federal income 

tax bracket, changes 

(occurrence), 447–448

Marginal tax bracket, 455

Marketable securities, sale, 105–106

Market access risk, 177

Market rate risk, 345

Market risk, 86

reduction, strategies, 464–469

Markets

financial liquidity, 68–69

noise, 43

prices, importance, 83

timing problem, buy-and-hold 

strategy, 8

yield, impact, 87f

Market yield-to-date 

(market YTD), 374

Markit MCDX, 186

Master Limited Partnerships, 366

Material events

existence, 82

notice, receipt, 180

Maturities, comparison, 450

Maturity date, 343

Mauboussin, Michael J., 7

MBIA, 450

Media information, problems, 

310–314

Medium-term notes (MTNs), 234

corporate retail notes, contrast, 

236–237

Medium-term structured notes, 

Lehman Brothers sale, 235

Microlending, concept 

(understanding), 437–438

Milken, Michael, 63, 243–244

Millionaire next door, lifestyle, 416

Modern Portfolio Theory (MPT), 

development, 12

Money market funds

nomenclature, 350

usage, 46

Money market mutual funds, 349–352

Money markets, yield, 358

Moody’s Investors Service, 68, 

172–182

Moral obligation pledge, 211

Morgan Stanley Medium Term 

Notes (MS), 240

Morningstar, 375–377

online version, 375–376

premium, 376

Mortgage-backed securities 

(MBSs), 151, 228. See also 

U.S. agency mortgage-

backed securities

buyers, 66

complexity, 153–155

guarantees, agency identification, 

155–157

information, 305

loans, structure (complexity), 154

questions, 161

risks, 35

Mortgage bonds, 226

funds, 408

Mortgage pool, cash flow sources, 

157–158

Mortgages, secondary 

market (FNMA/FHLMC 

creation), 65

Mortgage securities

agency guarantees, 152–153

types, 152f

Multifamily bonds, prepayment risk 

(reduction), 212

Multisector bond funds, 365–367

Multiunit apartment buildings, 

development (bonds 

support), 211

Municipal bond funds, 352–354

high yield bonds, 353

national bonds, 354

state specific funds, 354

taxable funds, 355
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Municipal bonds (muni bonds), 

62, 167

acronyms, 181

AMT, impact, 448

backing, 55–56

basics, 170–172

belt-and-suspenders 

protection, 179

call features, 171–172

debt, excess, 176

defaults, 172–173

derivatives, relationship, 177

disclosure, absence, 176

escrow bonds, 184–185

extraordinary calls, 79, 96–97

fiscal imprudence, 175

insurance, 178–182

impact, 182–183

regulators, 181–182

insurers, downfall, 180–182

interest, 171

calculation, 183

issuance company rating 

downgrades, 176–177

issuers, 170

complaints, 178

make-whole calls, 79

market, opacity, 169–172

portfolio, protection, 185–186

premium call, 96

prerefunded bonds, 184–185

prices, checking, 220–222

pricing, 171

public-private partnerships, 176

purchase, 183

reasons, 168–169

questions, 188

ratings, 178–182

redemption dates, 170–171

risks, 172–177

spectrum, width, 173–174

screen, example, 221t

serial form, 170–171

sinking funds, presence, 93

state/federal aid, fluctuations, 

174–175

tax base diversification, 

absence, 175

taxes, 170, 186–187

alternatives, 193f

trade data, 222t

types, 191

questions, 222–223

underlying credit rating, 180

underlying rating, 179

union benefits, reduction, 175

union contracts, renegotiation, 175

Municipal conduit issuers, 198

Municipal housing bonds, 210–211

Municipal Market Data (MMD), 

examination, 222

Municipal notes, 184–185

Municipal Securities Rulemaking 

Board (MSRB), 80–81

EMMA, 84, 170

establishment, 305–306

position, reversal, 307

Municipal utility districts 

(MUDs), 204

MuniFILINGS, 81

Mutual funds

after-tax returns calculation, 328

exchange-traded funds, contrast, 

340–341

fees, 335–336

search, 373–380

N
National Association of Personal 

Financial Advisors (NAPFA), 

success, 318

Nationally Recognized Statistical 

Ratings Organizations 

(NRSROs), usage 

(elimination), 69
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502 Index

National municipal bond 

funds, 354

Naturally barren commodity, 101

Net asset value (NAV), 326

changes, 371

level, 408

New-issue municipal bonds, 

pricing, 321

New-issue orders/confirmation 

details, 321–322

New issues, purchase, 452

New Normal, factors, 23

New York Stock Exchange (NYSE)

bonds, trading, 319

corporate bonds

sale, 85

trades, 250

stocks, coverage (expansion), 

307–308

Nikkei 225, stock decline, 17

No-load funds, 332–333

Nonagency CMOs, 151–152, 161–166

creation, 161–162

term, reference, 164

Nonagency mortgage securities, 

value (determination), 153

Noncallable agency zero-coupon 

bonds, 147

Noncallable bonds, 96, 232–240

Nonconvertible fixed rate 

preferred stock, 292–298

advantages, 295

features/advice, 297–298

information sources, 297

pricing, 296

risks, 295–296

short call provisions, 296

tax implications, 296–297

Nonconvertible preferred 

stock, 292

Noncumulative preferred stocks, 294

Noninstitutional portfolio, 5

Nonscheduled prepayments, 

occurrence, 158

Non-U.S. corporation, stock 

ownership, 266

Note, definition, 52

Nursing home bonds, 213

O
Objectives

clarity, 45

financial plan, alignment, 44–48

Offering statement (OS), 80

Off-the-run Treasuries, 99

purchase, 321

On-the-run Treasuries, 101

Online trading, access, 309

Open-end funds, closed-end funds 

(contrast), 343

Open-end mutual funds, 

342–346

regulation, 61

Options, classification, 65

Original issue discount, 93

Out-of-state asset, taxation, 193

Over-the-counter, term (usage), 308

Overvalued bonds, avoidance 

(strategies), 450

P
Paid-in capital, distributions, 340

Palyi, Melchior, 61

Panda bonds, 256

Paper, definition, 52

Paper money, issuance (Great 

Britain prohibition), 56

Par, 76

Par call, 98

Parity price, 248

Pass-through entities, 326–327

Past performance, impact, 10–14

Patriot Bond, 121

Payment-in-kind preferreds 

(PIKs), 293

Payments in lieu of taxes 

(PILOTs), 208
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Pensions

funds, bonds usage, 25

responsibility, shift, 26

Performance, focus 

(absence), 388

Permanent School Fund (PFS), 

basis, 200

Per-share NAV, 326

Personal accounts, 428

Personal growth, 437–438

Personal income tax revenue 

bonds, 205

Pfandebriefe, 259

Plain vanilla bonds, 1, 33–34

assets, investment, 44

categories, 34

portfolio, 405

representation, 31

predictability, 397

purchase, 463

safety, 405

Plain vanilla exclusions, 34–35

Political risk, 87, 105

Political will, outsourcing, 216

Portfolio

concerns, 41–42

diversity, addition, 463

goal direction, 46–47

growth, 474

problems, example, 39–43

reevaluation, 409

risk, addition, 406–409

Preferred stock

callability, 294–295

current yield

basis, 296

usage, 90

dividends payment, 293

flat trading, 296

forms, 292–293

questions, 298

usage, recommendation, 407

Premium, 87–88

Premium bonds, 77

pricing, 321

purchase, 452

usage, 474

Premium call, 96

Prepayment calls, 233–234

Prepayments, unpredictability, 159

Prerefunded bonds (prerees), 

184–185

Prerefunded munis, purchase, 464

Previously owned bond market 

(secondary market), 86

Price-checking corporate bonds, 

250–251

Price gains, profit, 448

Primary market, Treasury bonds 

sale, 85

Prime bonds, yields (peak), 60

Prime rate funds, 359

Principal, 57

return, 343

value, decline, 336

Principal-protected securities, 273

Private activity bonds, 196–198

advantages, 197

municipal conduit issuer 

issuance, 198

risks, 197–198

tax implications, 198

Private activity bonds, AMT 

(impact), 186

Private company stock ownership, 

423–424

Promissory note, 52

Protestant Reformation, 53

Prudential Research Universe 

Diversified Equity Notes 

(Prudents), 235

Public power bonds, 213–214

advantages, 213

features/advice, 214

risks, 213–214

Public-private partnerships, 176

Public utilities, corporate bonds, 

229–230

bindex.indd   503bindex.indd   503 8/1/11   6:42:46 PM8/1/11   6:42:46 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



504 Index

Purchase price, face value 

(difference), 77

Putnam Prime Money Market 

Fund, 351

Put option, 97–98

R
R6 shares, development, 333

Rate of return, 88

Rating agencies, 83–84

power, 60–61

protection, change, 69

ratings, list, 83t

watch lists, development, 226–227

Rating splits, 84

Real estate, 44

partnership, 45

Real estate investment trusts 

(REITs), 229, 366

Real yield, 365

Redemption at maturity, 77–78

Redemption dates, 170–171

Reference notes, 141

Refinancing, prevalence, 158

Registered investment advisor, 

selection, 316

Reinvestment risk, 86, 146

Resolution Funding Corporation 

(REFCORP), 143–144

bonds, 143

Retirement

cash flow, 391–392, 392e

losses, effects, 22f

planning, impact, 21–23

Return on investment (ROI), 

evaluation, 398–401

Return rate, 88

Returns

evaluation, 21, 384–385

examination, 19–21

problems, 6–8

reduction, up-front/back-end 

fees (impact), 29–30

Revenue bonds, 56, 202–213

authorities, 202–203

certificates of participation 

(COPs), 204

leases, usage, 203–204

packaging approaches, 202–205

special tax districts, 204

types, 205–213

Richelson, Stan (consultation 

example), 43–44

Richelson investment rules, 383, 

396, 401, 406

Risk

adjusting, 14–15

assumptions, 14–18

dimensions, 17

evaluation, 21

examination, 19–21

management techniques, 65

tolerance, 460–463

assessment, considerations, 

460–462

understanding, 86–88

Risk-adjusted basis, 384–385

nominal returns, 15

Risky bonds, investment, 34–35

Roth IRA, 399

Rule 2a-7, 349, 351

Rule of 72, 91

S
Safety, need (meeting), 420

Sales tax revenue bonds, 205

Samurai bonds, 256

Savings and loan associations 

(SYLs), income infusion, 63

School construction, financing, 

205–206

School district (SD) bonds, 199–200

importance, 207

School district (SD) GO bonds, 200

bank-qualified (BQ) deals, 

201–202
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 Index 505

Screeners, 374–375

Secondary market (previously 

owner bond market), 86, 108

bond, pricing, 98–99

consideration, 454

Secured bonds, examples, 226

Securities

default, 351

impact, 371

shiftability, 61, 66

Securities and Exchange 

Commission (SEC)

information/forms, 227

Mutual Fund Fees and Expenses, 
331–332

Securities Industry and Financial 

Markets Association (SIFMA)

bond investment information, 170

yield calculators, 89

Securities Investor Protection 

Corporation (SIPC)

brokerage firm membership, 

314–315

Securitized investments, usage 

(recommendation), 407

Self-directed IRA, 401

Self-realization fund, 396

Sellers, conflict of interest, 385

Semiannual cash interest income 

payment, dollar amount, 115

Semiannual inflation rate, 

change, 132

Senior liens, 79–80

Separate Trading of Registered 

Interest and Principal of 

Securities (STRIPS), 112–114

advantages, 113–114

construction, 113

creation, 364

holding, 457

pricing information, 114

risks, 114

tax implications, 114

Serial bonds, 80

Series EE savings bonds, 103, 

123–130

advantages, 125, 471

deferred interest income, 

reporting, 127

features, 127–129

income earning, reporting, 126

income limits, 128–129

paper version (Patriot Bond), 121

purchase, 454, 457

purchases, 123–124

recommendations/advice, 

129–130

redemption value, increase 

(reporting), 126

risks, 125

rules, 124–125

taxable interest income, 

exclusion, 127–129

tax implications, 125–127

Series HH savings bonds, 130–131

advantages, 130–131

risks, 131

tax implications, 131

Series I savings bonds, 103, 131–135

advantages, 133, 471

composite earnings rate, 132f

composite rate, application, 

132–133

recommendations/advice, 

134–135

risks, 134

safety guarantee, 133

semiannual inflation rate, 

change, 132

tax implications, 134

usage, 473

Sewer bonds, 218–220

advantages, 218–219

features/advice, 220

purchase, 436

risks, 219–220
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506 Index

Shelf registrations, 85

Shorter-term bonds, 

discomfort, 443

Short first coupon, 183

Short-term bonds

funds, 378

long-term bonds, contrast, 378

purchase, 464, 471

usage, 429

yield, 429–430

Short-term discount notes, 

trading, 141

Short-term funds, excess, 470–471

Short-term goals, strategies, 470–471

Short-term interest rates, 

fluctuation (smoothing), 59

Short-term investment, 404

Short-term rates, Fed decrease, 327

Short-term Treasuries, yields, 60

Simple interest, 90–91

comparison, 90t

Single-family mortgage-revenue 

bonds (supersinkers), 211

Single-family mortgages, purchase 

(funds), 211

Single ownership registration, 122

Single-premium immediate fixed 

annuities, 281–286

advantages, 283

features/advice, 285–286

information sources, 285

pricing information, 285

risks, 284

tax implications, 284–285

Sinking funds, 92–93, 233

Hamilton adoption, 56–57

Sleep factor, 34–35

Socially responsible investing, 

432–439

Socially responsible investor, 

strategies, 475

Sovereign nations, default 

(recovery rate), 267

SPDR Barclays Capital Long Term 

Treasuries, 374

Special tax districts, 204

Split rating, 84

Spread

making, 307

measurement, basis points 

(usage), 99

Stable-value funds, 362–363

Stable Value Investment Association 

(SVIA), 363

Stand-alone money market mutual 

funds, usage, 470–471

Stand-alone mutual funds, investor 

attraction, 62

Standard & Poor’s (S&P), 68

Standard & Poor’s 500 (S&P 500) 

Index

decline, 8

usage, 7–8

Standard & Poor’s Indices Versus 

Active Funds (SPIVA), 

report, 361

State governments (Great 

Recession), 67–68

State income taxes, 398–399

income exemption, 456

State-issued housing bonds, 

purchase, 436

Statement of Additional Information 

(SAI), 370–371

State-run 529 plans, usage, 404

State-specific funds, yields, 352

State specific municipal bond 

funds, 354

State tax-exempt funds, purchase 

considerations, 379

State tax rates, checking, 448

Step-rate certificate of deposits, 280

Step-up bonds, 63, 239–241

advantages, 240

features/advice, 241

risks, 240
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 Index 507

tax implications, 241

yield, examination, 241

Step-up notes, 239–241

Stock-based investment, usage, 49

Stock funds, fees (presence), 42

Stockholder, usage, 316–317

Stock market

crash, risk, 17

increase, appearance, 20f

losses, 356

volatility, 21–23

Stock market crash (1929), 16, 

41–42

Stock market crash (2008), 

1, 13, 24

Stocks, 44

appreciation, 11–14

bonds, performance comparison, 

4, 23–24

assumption, 10

coverage, NYSE expansion, 

307–308

decline, example, 22–23

dividends payment, 298–299

investments

questions, 27

returns, problems, 6–8

mutual funds, trading, 42

options, success, 424–427

ownership, 423–424

performance, 15

dividends, impact, 13f

purchase/hold strategy, 20–21

returns, comparison, 5

risk, 11, 14, 16

sale, decision, 426

volatility, 11

year-by-year historical returns, 18

Stock Upside Note Securities 

(SUNS), 235

Strategic bond funds, 365–367

Stripping, 65–66

Strong Advantage (STADX), 363

Student Loan Marketing 

Association, 144

Subordinated debentures, 226

Sub-prime mortgage debacle, 

68–69

Success ratio, 376

Sukuks, 257–258

Supersinkers (single-family 

mortgage-revenue 

bonds), 211

Survival fund, 395

Survival needs, 402–403

Survivor’s option, 98

Swaps, trading, 70

Synthetic mortgage market, 66

T
Taleb, Nassim, 17

Target-date funds, 366–367

Targeted financial planning, 

deferred interest bonds 

(purchase), 459

Taxable bonds

holding, 458

purchase, 473

Taxable equivalent return, 455

Taxable funds, 354–355

Taxable money market mutual 

funds, 349–352

Taxable municipal bonds (taxable 

muni bonds), 167–168, 

194–196

advantages, 195

features/advice, 196

investigation, 473

risks, 195–196

scale, 100

selection process, 191–192

taxation, 186

implications, 196

Taxable STRIPS/TIPS, 

holding, 457

Tax decision tree, 399f
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Tax-deferred retirement accounts

strategies, 458–460

taxable STRIPS/TIPS, 

holding, 457

Tax-effective accounts, bonds 

placement, 457–458

Tax-equivalent yield, 193

Taxes

avoidance, 461

consequences, determination, 44

impact, 6

income tax bracket, 9

payments, 405

planning, 398–401

review, 45–46

Tax-exempt money market 

funds, 350

Tax-exempt money market mutual 

funds, 349–352

Tax-exempt municipal bonds 

(tax-exempt muni bonds), 

167–168

federal income tax immunity, 

198

funds, 352–354

income tax, impact, 186

scale, 100

selection process, 191–193

taxable account placement, 457

taxation, impact, 187

types, 198–222

U.S. Treasury yields, 

comparison, 449

Tax-free bond rate, calculation, 455

Tax-free exchange, deferred fixed 

annuity transfer, 288

Tax-free municipal bonds, sale 

(consideration), 459

Tax risk, 86

Tax-sheltered retirement 

accounts, 399

tax deferral, 456

Teachers Retirement System (TRS), 

funds investment, 26

Telecom, corporate bonds, 229–230

Telecom Act (1996), 229–230

Telerate machine (Cantor 

Fitzgerald introduction), 64

10-K (Annual Report), 227

Tennessee Valley Authority 

(TVA), 144

10-Q (Quarterly Report), 227

Thompson, John, 57

Tobacco bonds, 214–215

advantages, 214–215

features/advice, 215

risks, 215

turbocharged redemption 

provisions, 215

Total return, 94–97

calculation, 336

concept, 95

purchase, 336–337

Tracking error, 342

Trade Reporting and Compliance 

Engine (TRACE), 232, 250, 

305

Trading blocs, 260–265

Tranches, 162

Transaction costs, payment, 6, 9

Transaction fees, absence, 365

Transportation bonds, 215–218

advantages, 217

calls, exercise, 218

features/advice, 217–218

risks, 217

Transportation corporate bonds, 229

Treasury bond funds, 365

TreasuryDirect

advantages/disadvantages, 107, 

464–470

book-entry securities system, 304

implementation, success, 304–305

transaction/management fees, 

absence, 365

Treasury inflation-protected 

securities (TIPS), 105, 

114–120, 237
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advantages, 117

deflation, impact, 116

features/advice, 118–120

funds, 379

holding, 457

inflation adjustment, 115–116

inflation hedge, 47

market value, unpredictability, 

117

negative real yield, 119

purchase, 304, 460

strategy, 119

return, parts, 115

risks, 117–118

tax implications, 118

Treasury payment, 115

usage, 364–365

Treasury investment growth 

receipts (TIGRs), 112

Treasury securities, questions, 120

Tribal casino debt, issues, 208–209

Triple-A insured municipal 

bonds, 177

Trust Advisers Stable Value Plus 

Fund, bankruptcy, 362

12b-1 fee, 331, 332

reform, 335

U
Ultrashort bond funds, 363

Unanticipated transitions, 

funding, 405

Underlying credit rating, 180

Underlying rating, 179

Undertakings for Collective 

Investments in Transferable 

Securities (UCITS), 

directive, 259

Underwriter, 79

Underwriting syndicate, 79

Union benefits, cutbacks, 175

Union contracts, renegotiation, 175

United States, debt market size, 103

Unit Investment Trusts (UITs), 35

defined portfolios, 337–338

front-end/back-end loads, 

337–338

Unlimited tax GO bonds (UTGO) 

bonds, 199

Unpredictable calls, 96–97

Unsecured bonds (debentures), 

226

Up-front fees, impact, 29–30

U.S. agency debt, 137

U.S. agency mortgage-backed 

securities, 151

U.S. corporate bonds. See 
Corporate bonds

U.S. Department of Housing 

and Urban Development 

(HUD), 156–157, 212

U.S. Department of the 

Treasury, 156

U.S. equities, annualized returns/

volatility, 15t

U.S. government agencies, 138f

U.S. government bonds, annualized 

returns/volatility, 15t

U.S. High Yield Default and 
Recovery Rates (Fitch 

Ratings), 244–245

U.S. savings bonds, 121

beneficiary registration, 123

cashing in, 452

co-ownership registration, 

122–123

nonmarketability, 122

purchase, 33, 122–123, 427–428

questions, 135

registration process, 122–123

sale, 62

simplicity, 121–123

single ownership registration, 122

U.S. Treasury bills, 111–112

advantages, 111

pricing information, 112

purchase, 470

risks, 111
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U.S. Treasury bills (Continued )
tax implications, 112

usage, 46

U.S. Treasury bonds, 108

advantages, 108

cash payments, 115

features/advice, 110–111

inclusion, 435–436

increases, 75–76

interest rates

history, 12f

munis, relationship, 168

issuance, Federal Reserve 

management, 59

pricing information, 110

risks, 109

sales, 62, 85

tax implications, 109–110

yield curve, study, 449

yields, 36, 99

U.S. Treasury notes, 108

advantages, 108

cash payments, 115

features/advice, 110–111

pricing information, 110

risks, 109

tax implications, 109–110

U.S. Treasury securities, 105

face value, minimum, 107

interest rate, 106–107

types, 106f

U.S. Treasury yield curve, 

comparison, 450

U.S. Treasury yields, tax-exempt 

municipal bond yields 

(comparison), 449

USAA Tax Exempt Intermediate 

Term Bond fund, 373–374

Usury, definition, 54

V
Vanguard High-Yield Corporate 

Bond Fund, 356–357

Variable rate bonds (floaters), 85

yield benchmark, 64

Variable rate demand debt, 185

Variable rate preferred stock, 292

Victory Savings Bonds, exchange, 62

W
Watch lists, development, 226–227

Water bonds, 218–220

advantages, 218–219

features/advice, 220

purchase, 436

risks, 219–220

Wealth, 415–418

donation, 432

Web sites, usage, 479–481

What If? fund, 395

Wish fulfillment, 390

World War II, interest rate 

level, 61

Worry-Free Investing (Bodie), 

17–18

Wrap account, 317

X
Xerox, default, 82

Y
Yahoo! Finance Mutual Fund, 373

Yankee bonds, 256, 358–360

Yield

boost, AMT bonds (usage), 372

cash flow, contrast, 371

hogs, 273

increase, 378

meaning, 89

terms, bond seller usage, 88–89

understanding, 370–372

Yield curve, 443–447

ascension, 468

concept, usage, 384

construct, 443–444
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flatness, 468

inversion, 468

shapes, 444, 468

steepness, 467f

Yield-to-average life, 

92–93

Yield-to-call (YTC), 90, 92

calculations, 92f

Yield-to-maturity (YTM), 50, 90, 

91–92

importance, 98

usage, 110

Yield to the intermediate 

point, 93

Yield-to-worst (YTW), 92

calculations, 92f

call, calculation, 97

Yunus, Muhammad, 53

Z
Z bond (accrual tranche), 162

Z class CMO, 162

Zero-coupon bonds, 18–19, 

65, 71, 77

income, absence, 337

ownership, 228

price, changes, 94

sale, 84–85, 228

usage, 474

Zero-coupon CD, phantom 

interest, 280

Zero-coupon funds, 366

Zero-coupon government bonds, 112

Zero-coupon tax-free municipal 

bonds

purchase/yield, 428

usage, 47
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