
Index
• Numerics •
20 times rule, 183–184, 275
30-day SEC yield, bond funds, 63
401(k)

early-withdrawal penalties, 228
tax benefi ts, 227–228

529 plan, tax benefi ts, 227–228
529 & Other College Savings Plans For 

Dummies (Margaret A. Munro), 222

• A •
A History of Interest Rates (Sidney Homer 

and Richard Sylla), 49
A.M. Best, bond rating service, 96
agency bonds

bullet bonds, 113
callable, 113, 114
characteristics, 20
debentures, 108–109
default risks, 113
fi xed interest, 113
fl oaters, 114
government-sponsored enterprises 

(GSEs), 107
versus government-sponsored interest 

rates, 108
issuing agencies, 106
lesser liquidity, 108, 113
markups, 113
mortgage-backed securities, 

109–110, 115–116
no-coupon discount notes, 114
portfolio recommendations, 116
price volatility, 108
recommended bond funds, 261–262
small default risk, 108
step-up, 114

taxes, 114
yields, 113

agents, bond dealers, 233
aggressive portfolio

case studies, 185–188
stock/bond split, 3

All About Asset Allocation (Richard 
Ferri), 170

all-in-one bond funds, 266–268
alternative minimum tax (AMT), municipal 

bonds, 127–128
American Bankers Association, CUSIP 

identifi cation, 234
American Century Ginnie Mae 

(BGNMX), 261
American Century International Bond 

(BEGBX), 264–265
American Family Mutual Insurance 

Company, catastrophe bonds, 143
American International Group, death 

bonds, 144
American Investors Group, church 

bonds, 138
AMF Intermediate Mortgage (ASCPX), 

reasons to avoid, 270
annuities

deferred income annuity, 281
fi xed versus variable, 192
interest resource, 280–282
portfolio recommendations, 191–192
savings guidelines, 30

Annuities For Dummies (Kerry 
Pechter), 192

asset classes
cyclic performance, 170–171
investment characteristics, 16
Treasury Infl ation-Protected Securities 

(TIPS), 47
average effective duration, bond funds, 68
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• B •
B.C. Ziegler and Company, 138
back-end load, bond funds, 253
balanced funds, static funds, 203
balanced portfolio, stock/bond split, 3
banks

buying/selling bonds, 12
Federal Deposit Insurance Corporation 

(FDIC), 28
savings guidelines, 28

Barclays Capital U.S. Aggregate Bond 
Index, long-term return tracking, 164

Barclays iPath exchange-traded notes 
(ETNs), 147–148

basis points, U.S. Treasury bonds, 89
bearer bonds, IRS issues, 38
Bernstein, William (The Intelligent Asset 

Allocator), 170
bid/ask spread, bond commissions, 230
The Big Short (Michael Lewis), 56
BlackRock iShares, high bond fund fee 

avoidance, 214
blood pools. See death bonds
bond calls, corporate bonds, 19
bond dealers. See also brokerage houses; 

brokers
acting as principal, 232
agent role, 233
middleman role, 232–233
when to use, 233–234

bond funds
advertisement evaluations, 254
agency bond funds, 261–262
all-in-one bond funds, 266–268
average effective duration, 68
back-end load, 253
capital gains, 221–222
characteristics, 22, 246–247
closed-end funds, 249
corporate (high quality) 

recommendations, 259–260
deferred load, 253
diversifi cation, 217
emerging-market bond funds, 265–266
exchange-traded funds (ETFs), 249–250

exchange-traded notes (ETNs), 251–252
expense factors, 313
front-end load, 253
growth trends, 46
high fee avoidance, 214
index funds, 218
versus individual bond purchases, 

21–22, 308
intermediate-term Treasuries, 257–258
international bond funds, 264–265
investment ease, 217
junk (high-yield), 260–261
life-cycle funds, 268–269
load (sales charge), 253–254
managed funds, 218
managerial costs, 218–219
mimicking individual bonds, 221
municipal bond funds, 263–264
mutual funds, 246–249
near-cash varieties, 255–257
promotion cautions, 254–255
selection criteria, 252–253
short-term (high quality) varieties, 

255–257
short-term performance, 312–313
stock funds, 267–268
target-retirement date funds, 268–269
30-day SEC yield, 63
Treasury Infl ation-Protected Securities 

(TIPS), 258
underperformer pruning, 253
unit investment trusts (UIT), 250–251

bond trades
bid/ask spread, 230
fl ipping, 232
future trends, 233
Internet trading, 239–242
TRACE database, 230–231

bonds
30-day SEC yield, 63
buying/selling methods, 4, 12
catastrophe, 314–315
categories, 4
coupon rates, 51, 306–307
coupon yield, 60
current yield, 61
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CUSIP identifi cation, 129, 234
debentures, 108–109
debt securities, 12
default risk, 14, 156–157, 309
desirability levels, 52–60
discount brokers, 309
discounted, 306
diversifi cation, 3, 16–17
diversifi ed types, 190
downgrade risk, 157
duration calculations, 68
envy risk, 158–159
excessive markup, 244
exchange-traded notes (ETNs), 314–315
face amounts, 12
face value, 51, 305–306
fi xed-income securities, 12
fl oating-rate, 314–315
high-yield, 209–210
individual bonds versus bond funds, 308
infl ation risk, 27–28, 58–59, 155–156
initial selection criteria, 198
interest rates, 12, 154–155, 307
interest reinvestment, 289
investment reasons, 165–167
IOU concepts, 1–2, 12
laddering, 22, 242–244
leveraged, 314–315
long-term return tracking, 165
market value, 305–306
maturity timeline, 12–13, 51
mortgage-backed securities, 109–110
original face value, 51
ownership case studies, 204–209
par value, 12, 305–306
perfect storm protection, 173–174
portfolio percentage, 179–182
portfolio rules, 184–185, 199
primary issues, 240
principals, 12
reinvestment risk, 156
retirement issues, 308
return on investment (ROI), 4
reverse convertible, 314–315
risk characteristics, 14, 153–160, 307
secondary issues, 240

tax risk, 158
taxable versus tax-advantaged accounts, 

226–228
total returns, 54, 63–66, 306–307
trading history display, 235–237
volatility, 66–69
worldwide valuation statistics, 15
worst-case basis yield, 63
yield curve, 13
yield-to-call, 62–63
yield-to-maturity, 61–62

book-entry form, U.S. Treasury bonds, 74
Bowie Bonds, 142–143
Brady bonds, Latin American 

countries, 135
British consols, lifelong interest, 40
brokerage houses. See also bond dealers; 

brokers
bid/ask spread, 230
buying/selling bonds, 12
portfolio management risks, 177–178
risk premium, 14
Trade Reporting and Compliance Engine 

(TRACE), 215, 216
U.S. Treasury bond purchases, 87–88
when to use, 233–234

BrokerCheck, 238
brokers. See also bond dealers; brokerage 

houses
background checking, 238
churning, 311–312
desirable traits, 234–235
full-service, 242

Build America Bonds (BABs), 124, 128–129
bullet bonds, 113
buying shelf space, 254–255

• C •
callability

agency bonds, 113–114
bond characteristic, 14, 56–57
church bonds, 137
corporate bonds, 92, 99–100
municipal bonds, 120, 124
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calls, corporate bonds, 19
Calpine, defaulted bond issues, 146
Calvert Foundation Community Investment 

Notes, altruistic investments, 142
Calvert Social Investment Fund (CSIBX), 

SRI bonds, 141
capital gains and losses

individual bonds, 221–222
municipal bonds, 128
total return element, 64

Capstone Church Bond Fund (XCBFX), 138
cash fl ow

20 times rule, 183–184, 275
freedom portfolio, 274–275
interest resources, 277–282
portfolio rebalancing, 285–289
purchasing power over time loss, 175
real estate investment trusts (REITs), 

284–285
six-month rule, 184, 199
stock dividends, 283–284
target portfolio estimating, 275–276
tax bracket withdrawals, 300–302

catastrophe bonds
avoiding, 314–315
investment recommendations, 143

century bonds, municipal bonds, 121
Certifi cates of Deposit (CDs)

FDIC protection, 13
interest resource, 277
maturity lifespans, 13
risk versus return, 152–153
saving guidelines, 28–29

church bonds, 137–138
closed-end funds

characteristics, 246–247
net asset value (NAV), 249

collateralized debt obligation (CDO), 145
collateralized mortgage obligation 

(CMO), 145
commissions, bid/ask spread, 230
Committee on Uniform Securities 

Identifi cation Procedures (CUSIP), 234
commodities

equity investment, 193
investment growth potential, 30–31

company stocks, investment growth 
potential, 30

conservative portfolio
case studies, 186–189
stock/bond split, 3

convertibility, corporate bonds, 100–101
corporate bonds

bond calls, 19
callability, 92, 99–100
characteristics, 19
convertibility, 100–101
death puts, 101
default risk, 98–99
economic upheaval, 92
high-yield bonds, 102–103
investment reasons, 92–95
investment risks, 40, 42
junk bonds, 102–103
liquidity, 92
long-term return tracking, 163–164
ratings, 95–99
recommended bond funds, 259–260
return rates, 94–95
reverse convertibility, 101
solidity of the company, 92
versus U.S. Treasuries, 92–94

correlation, bond characteristic, 14
coupon rate

bonds, 51, 54, 306–307
volatility risk, 67–68
zero-coupon bonds, 64–65

coupon yield, bond offering element, 60
Credit Agency Reform Act (September 

2006), 99
current yield, coupon yield divided by 

price, 61
CUSIP number, bond identifi cation, 129, 234

• D •
death bonds, 143–144
death puts, corporate bonds, 101
debentures, non-mortgaged-backed bonds, 

108–109
debt securities. See bonds

32_9781118274439-bindex.indd   32832_9781118274439-bindex.indd   328 7/17/12   11:09 AM7/17/12   11:09 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



329329 Index

default risk
agency bonds, 108, 113
bond characteristics, 156, 309
corporate bonds, 98–99
individual bonds versus bond funds, 232
municipal bonds, 121–123

defaulted bond issues, 146–147
deferred income annuity, 281
deferred load, bond funds, 253
Delphi, defaulted bond issues, 146
denomination-free bonds, U.S. Treasury, 75
derivatives, 144–145
desirability, bond levels, 52–60
developed-world bonds, 132–134
Direxion Daily 7-10 Year Treasury Bear 3X 

Shares, 268
discos. See no-coupon discount notes
discount bonds

reasons for, 306
selling below par, 53, 54

discount brokers, 309
discount rate, U.S. Federal Reserve, 59
diversifi cation

balanced funds, 203
bond fund, 217
bonds versus stocks, 16
by issuer, 200–201
by managerial risk, 202
by maturity, 200
by risk and return, 201
internationalization, 47
investment planning, 32–33
Modern Portfolio Theory (MPT), 

33, 172–173
successful investment element, 3, 16

Dodge & Cox Income (DODIX), 259
dollar-cost averaging, individual 

bonds, 226
Domini Social Bond Fund (DSBFX), SRI 

bonds, 141
Dominion, bond rating service, 96
double-tax-free bonds, tax exempt 

status, 124
Dow Jones Sukuk Index, Islamic bonds, 139

downgrades, bond risk characteristics, 
157–158

Duarte, Joe MD (Futures & Options For 
Dummies), 145

duration
bond characteristic, 14
bond return element, 4
volatility measurement element, 68

• E •
East Cameron Partners, sukuk bonds, 139
economic upheaval, corporate bonds, 92
education expenses, U.S. Treasury bonds, 77
EE (Patriot Bonds) Series, 76
emerging-market bonds

investment guidelines, 209–210
investment recommendations, 134–136
recommended bond funds, 265–266

emerging-market nations, 43
entrepreneurial ventures, 31
equity

commodities, 193
investment rules, 184–185, 199
investment type, 190
real estate, 193

exchange-traded funds (ETFs)
characteristics, 246–247
drawbacks, 22
growth trends, 46
high bond fund fee avoidance, 214
indexed funds, 22, 250
versus individual bond purchases, 21–22
investment growth potential, 30
transparency, 46
U.S. Treasury bond purchases, 89

Exchange-Traded Funds For Dummies 
(Russell Wild, MBA), 22, 191

exchange-traded notes (ETNs)
avoiding, 314–315
characteristics, 246–247
investment recommendations, 147–148, 

210, 251–252
expiry date, derivatives, 145
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• F •
face amounts, bond issue, 12
face value, 51, 53, 305–306
fallen angels. See junk bonds
Federal Deposit Insurance Corporation 

(FDIC), savings, 13, 28
Federal Farm Credit Banks (FFCB), 106
Federal Home Loan Banks (FHLB)

agency bonds, 106
GSE, 107, 109, 111

Federal Home Loan Mortgage Corporation 
(Freddie Mac)

agency bonds, 20, 106, 107
GSE, 107–109, 111

Federal National Mortgage Association 
(Fannie Mae)

agency bonds, 20, 107
GSE, 107–110

Federal National Mortgage Association 
(FNMA), 106

fee-only planners, fi nancial planners, 238
Ferri, Richard (All About Asset Allocation), 

170
Fidelity

fi xed annuities, 192
online trading, 239–242
scatter graph, 241

Fidelity Freedom Index, 269
Fidelity GNMA Fund (FGNMX), 262
Fidelity Government Income (FGOVX), 257
Fidelity New Markets Income Fund 

(FNMIX), 135, 265
Fidelity Spartan Short-Term Treasury Bond 

Index Fund (FSBIX), 255–266
Fidelity Tax-Free Bond (FTABX), 263
Financial Assistance Corporation (FAC), 

106
Financial Industry Regulatory Authority 

(FINRA), TRACE, 216, 230–231
fi nancial markets, 32
fi nancial planners, fee-only planners, 238
Financing Corporation (FICO), 106
FINRA BrokerCheck, 238
Fitch Ratings, 55, 96–97, 99

529 plan, tax benefi ts, 226–228
fi xed annuities

interest resource, 280–282
investment recommendations, 191–192

fi xed-income investments
bond funds, 46
characteristics, 190
British consols, 40
diversifi cation determinations, 199–202
French rentes, 40
growth trends, 43–45
infl ation scenarios, 36
internationalization, 47
market crash protection, 37
portfolio allocation, 167–168
return calculations, 161–163
source of stability, 39
Venetian prestiti, 39–40
war bonds, 40–41

fi xed-income portfolios, 22
fi xed-income securities. See bonds
fl oaters, 114
foreign bonds

developed-world bond yields, 132–134
developed-world investment, 133–134
dollar-denominated, 132–133
emerging-market bond yields, 134–136
emerging-market nation bonds, 134–136
investment guidelines, 209–210
sovereign bonds, 135
U.S. investment rates, 131–132
volatility risk, 69
yields, 132–134

foreign stocks, 175
401(k)

early-withdrawal penalties, 228
tax benefi ts, 227–228

freedom portfolio, 274–275
French rentes, lifelong interest, 40
front-end load, bond funds, 253
full-service brokers, 242
fund companies, 12
fundamental analysis, portfolio 

management risks, 177
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Fuss, Dan, investment guru interview, 
317–319

Futures & Options For Dummies (Joe 
Duarte, MD), 145

• G •
General Electric Capital Corp., sukuk 

bonds, 139
general obligation bonds, versus revenue 

bonds, 122
General Services Administration (GSA), 106
gift certifi cates, U.S. Treasury bonds, 75
global bonds. See foreign bonds; 

international bonds
goals, investment planning element, 24–27
gold

investment growth potential, 30–31
keeping pace with infl ation, 175

Goldman Sachs, sukuk bonds, 139
Government National Mortgage 

Association, 20, 106, 111–112
Government Trust Certifi cates (GTC), 106
government-sponsored enterprises (GSEs), 

20, 107
Griswold, Robert S. (Real Estate Investing 

For Dummies), 193
growth stocks, fast-moving companies, 191
Guam, tax-exempt municipal bonds, 124

• H •
hedge funds, 175
hidden deal mining, portfolio management 

risks, 176–177
high-yield bonds

characteristics, 102–103
default risks, 14
investment guidelines, 209–210
limited portfolio role, 17
over-investment concerns, 313–314
recommended bond funds, 260–261

home equity, 29
Homer, Sidney (A History of Interest Rates), 49
housing market, 115–116

• I •
I Series, U.S. Treasury bonds, 77
Ibbotson Associates, long-term return 

tracking, 165
illiquid savings, home equity, 29
income, tax-advantaged accounts, 300
index funds

bond fund advantages, 218
characteristics, 22
exchange-traded funds (ETFs), 250
growth trends, 46
managerial risk, 202
mutual funds, 22
passively managed mutual funds, 248
transparency, 46

individual bonds
bid/ask spread, 230
versus bond funds, 21–22, 308
capital gains tax avoidance, 221–222
default risk, 232
dollar-cost averaging, 226
fi xed-income portfolios, 22
interest rate risks, 220–221
interest rate, 223–224
investment reasons, 222–223
managerial control, 222
managerial cost advantages, 219
predictability issues, 219–220
reinvestment versus bond funds, 230
transaction costs, 215
yield curve, 225

individual investors
bond ownership case studies, 204–209
diversifi cation determinations, 199–202
diversifi cation guidelines, 202–204
investment rules, 199
personal characteristics, 198

Individual Retirement Account (IRA)
early-withdrawal penalties, 228
tax benefi ts, 227–228

infl ation
bond risk characteristics, 155–156
fi xed-income investments, 36
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infl ation (continued)

interest reduction, 315
investment planning, 27–28
local savings banks, 28
portfolio rebalancing, 193–195, 210
total return element, 65
U.S. Treasury bond protections, 86–87

infl ation rate, 58–59
infl ation-risk premium, 58–59
insurance

bond research, 56
municipal bonds, 123
savings guidelines, 30

The Intelligent Asset Allocator (William 
Bernstein), 170

interest
agency bonds, 113
bond rate of return, 12
infl ation adjustments, 315
infl ation-risk premium, 58–59
pro rata, 247
rate of return (ROI) calculations, 50–52
risk premium, 14
tax-advantaged accounts, 300
yield curves, 13

interest rates
agency bonds, 108
bond research, 57–58
bond risk characteristics, 154–155
individual bond risks, 220–221
laddering protections, 242–243
rising pros/cons, 307
short run versus long run, 69
society’s strength barometer, 70
sovereign bonds, 135
unpredictability, 223–224

interest resources
annuities, 280–282
Certifi cates of Deposit (CDs), 277
money market funds, 278–279
online savings accounts, 279
peer-to-peer lending, 279–280
reverse mortgage, 282

intergovernmental tax immunity, 118
intermediate-term bonds, 13
intermediate-term Treasury bond funds, 

257–258
Internal Revenue Service (IRS), 38
international bonds. See also foreign bonds

recommended bond funds, 264–265
volatility risk, 69

internationalization, bond market 
diversifi cation, 47

Internet banking, savings guidelines, 29
Internet trading

bond purchases, 239–241
fi nancial supermarkets, 239
selling bonds, 241–242

inverted yield curve
hard times indicator, 84–85
individual bonds, 225

investment planning. See also portfolios
cost considerations, 34
diversifi cation, 32–33
fi nancial market effi ciency, 32
growth forms, 30–31
infl ation risk, 27–28
objective identifi cation, 24–27
rate of return (ROI), 26–27
real return, 27
reversion to the mean, 33
risk and return, 32
Rule of 20, 26
savings forms, 28–29

investment real estate, growth potential, 31
investment-grade bonds, low default 

risk, 14
investments

altruistic, 142
annuities, 191–192
asset classes, 16, 170–172
bearer bonds, 38
collateralized debt obligation (CDO), 145
collateralized mortgage obligation 

(CMO), 145
commodities, 193
defaulted bond issues, 146–147
derivatives, 144–145
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diversifi cation, 3, 16
equity types, 190
exchange-traded notes (ETNs), 147–148
fi xed income types, 190–192
growth stocks, 191
infl ation risk, 27–28
long-term return tracking, 163–165
loss recovery percentages, 1
minimal taxation positioning, 227–228
Modern Portfolio Theory, 172–173
portfolio allocation, 167–168
portfolio rebalancing, 193–195, 210
portfolio rules, 184–185, 199
real estate, 193
risk and return, 152–153
socially responsible investing (SRI), 

140–141
standard deviation, 160
value stocks, 191

investments. See also portfolios
iPath exchange-traded notes (ETNs), 

147–148
iShares Barclays 7-10 Year Treasury Bond 

Fund (IEF), 257–258
iShares Barclays TIPS Bond Fund (TIP), 258
iShares iBoxx $ High Yield Corporate Bond 

Fund (HYG), 260
iShares iBoxx $Investment Grade 

Corporate Bond Fund (LQD), 259
iShares JPMorgan USD Emerging Markets 

Bond (EMB), 266
iShares S&P Target Date, 269
Islamic countries, sukuk bonds, 139–140
Islamic Finance For Dummies (Dr. Faleel 

Jamaldeen), 140
issuer type, 200–201

• J •
Jamaldeen, Faleel Dr. (Islamic Finance For 

Dummies), 140
junk bonds

characteristics, 102–103
default risks, 14

fallen angels, 157
over-investment concerns, 313–314
ratings, 102
recommended bond funds, 260–261

• L •
laddering

bond maturities, 22
diversifying by maturity, 200
interest rate fl uctuation protection, 

242–243
maturity timeframes, 243–244

Latin America, Brady bonds, 135
Lehman Brothers, collateralized mortgage 

obligation (CMO), 145
leveraged bonds, avoiding, 314–315
leveraging, U.S. Treasury bonds, 88
Lewis, Michael (The Big Short), 56
life insurance, savings guidelines, 30
life-cycle funds, 203, 268–269
lifespans, 66–67. See also time frames
limited correlation, asset class 

characteristic, 170–171
liquidity

agency bonds, 108, 113
church bonds, 137
corporate bonds, 92
municipal bonds, 123
U.S. Treasury bond advantages, 83

load
bond funds, 253–254
mutual funds, 247

long run interest, bond returns, 69
longevity insurance. See deferred income 

annuity
long-term bonds, 13
Loomis Sayles Bond Fund (LSBRX), 

202, 260
Lucas, John E. (Reverse Mortgages For 

Dummies), 282
Lyons, Sarah Glendon (Reverse Mortgages 

For Dummies), 282
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• M •
Macaulay, Frederick, duration formula, 68
managed funds, bond fund advantages, 218
management fees, investment costs, 34
managerial risk

diversifi cation determination method, 202
index funds, 202

Mariah Re Ltd., catastrophe bonds, 143
market timing, portfolio management risks, 

176-177
market value, bonds, 305–306
markups, 113
maturity

bond laddering, 22, 243–244
bond lifespans, 12-13, 51
bond research, 56
diversifi cation determination method, 200
municipal bond timeframes, 119–120, 124
U.S. Treasury bond timeframes, 86

minimum required distributions 
(MRDs), 301

Mladjenovic, Paul (Stock Investing For 
Dummies), 191

Modern Portfolio Theory (MPT), 
33, 172–173

momentum of markets, 195
money market funds

interest resource, 278–279
savings guidelines, 29

Moody’s, bond-rating company, 
55, 96–98, 99

mortgage pools, 115
mortgage-backed securities, 

109–110, 115–116
municipal bonds

alternative minimum tax (AMT), 127–128
Build America Bonds (BABs), 

124, 128–129
callability, 120, 124
capital gains and losses, 128
century bonds, 121
characteristics, 20–21
denominations, 119
diversifi cation advantages, 120–121
for the public good, 119

fully taxable varieties, 128–129
general obligation bonds, 122
individual investor popularity, 119
insurance guarantees, 123
intergovernmental tax immunity, 118
investment reasons, 118–121
investment risks, 42
liquidity, 123
low default risk, 121–123
maturity timeframes, 119–120, 124
Municipal Securities Rulemaking Board, 230
pre-funded safety, 123
price fl uctuations, 120–121
purchasing guidelines, 129–130
ratings, 123
recommended bond funds, 263–264
revenue bonds, 122
tax benefi ts, 124–127
tax-equivalent yield, 125–127
tax-free status, 57, 118, 308–309
trade costs, 215
yields, 123, 125–126

Municipal Securities Rulemaking Board, 
municipal bonds, 230

munis. See municipal bonds
Munro, Margaret A. (529 & Other College 

Savings Plans For Dummies), 222
mutual funds

actively managed, 248
characteristics, 246–247
collection of securities, 247
dollar-hedged, 134
drawbacks, 22
4 p.m. pricing, 247
indexed funds, 248
versus individual bond purchases, 21–22
investment recommendations, 249
load, 247
open-end funds, 246–247
passively managed, 248
pro rata interest, 247
savings guidelines, 28
U.S. Treasury bond purchases, 89
yearly fees, 247

Mutual Funds For Dummies (Eric Tyson), 
22, 191
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• N •
National Association of Personal Financial 

Advisors (NAPFA), 238
National Association of Securities Dealers 

(NASD), TRACE database, 216
national municipal bonds, 124
Nationally Recognized Statistical Rating 

Organization (NRSRO), 99
near-cash bond funds, varieties, 255–257
near-cash fl ow, rule, 184, 199
nest eggs

needs estimations, 183–184
retirement savings guidelines, 25

net asset value (NAV), 249
New York Life, deferred income 

annuity, 281
no-coupon discount notes, 114
Northwestern Mutual, deferred income 

annuity, 281

• O •
objectives, investment planning, 24–27
off-the-run (used) U.S. Treasury bond 

purchases, 88
online savings accounts, 279
on-the-run (new) U.S. Treasury bond 

purchases, 88
open market operations, U.S. Federal 

Reserve, 59
open-end mutual funds. see mutual funds
Oppenheimer Champion Income C 

(OCHCX)
avoidance reasons, 270
characteristics, 176
ten-year cumulative return, 202

original face value, bond value at issue, 51

• P •
Pacifi c Advisors Government Securities C 

(PGGCX), avoidance reasons, 270
par value, bonds, 12, 305–306

par value. See also face value
Patriot Bonds (EE Series), U.S. Treasury 

bonds, 76
Pax World High Yield Fund (PAXHX), SRI 

bonds, 141
Pechter, Kerry (Annuities For Dummies), 

192
peer-to-peer lending, interest resource, 

279–280
performance cycles, asset class 

characteristic, 170–171
PIMCO, high bond fund fees, 214
Pollock, Steven, Certifi ed Financial 

Planner, 80
portfolios. See also investment planning; 

investments
60/40 scenario, 294–296
adjustment allowances, 295–296
aggressive approaches, 293–294
allocation recommendations, 167–168
allowable withdrawal calculations, 

297–299
annuity recommendations, 191–192
bond ownership case studies, 204–209
bond percentage, 179–182
case studies, 185–189, 204–209
cash extraction scenarios, 287–288
diversifi cation guidelines, 202–204
freedom portfolio, 274–275
goal setting, 24–27
high-yield bonds, 17
investment objectives, 15
investment rules, 184–185, 199
Modern Portfolio Theory, 172–173
needs estimations, 183–184
perfect storm protections, 173–174
rebalancing, 193–195, 210, 285–289
retirement time frame assessments, 184
stock/bond splits, 3
target estimating, 275–276
tax liability balancing, 227
tax-advantaged accounts, 299–302

PowerShares DB 3X Italian Treasury Bond 
Futures ETN, 268
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predictability, bond characteristic, 14, 
219–220

preferred stock, cash fl ow source, 285
pre-funded municipal bonds, 123
premium bonds

selling above par, 53–54
yield-to-call, 62

prevailing interest rates, 57–58
price volatility, 108
primary issues, bond purchases, 240
principal, bond ownership role, 12, 232
principal. See also face value
Private Export Funding Corporation 

(PEFCO), 106
pro rata interest, mutual funds, 247
ProShares UltraShort TIPS, 268
Puerto Rico, municipal bonds, 124
Pullman Bonds. See Bowie Bonds

• Q •
quality, volatility risk, 67

• R •
rate of infl ation, 58–59
rate of return (ROI)

interest calculations, 50–52
investment planning, 26–27

ratings
bond research, 55
corporate bonds, 95–99
downgrade risks, 157–158
junk bonds, 102
municipal bonds, 123
U.S. Treasury bonds, 82

real dollars, fi xed-income investments, 36
Real Estate Investing For Dummies (Eric 

Tyson and Robert S. Griswold), 193
real estate

equity investment, 193
investment growth potential, 31

real estate investment trusts (REITs)
cash fl ow source, 284–285
growth potential, 31

real return, investment planning, 27
rebalancing, portfolio tweaking, 

193–195, 210
regression to the mean. See reversion to 

the mean
reinvestment rates

bond risk characteristics, 156
total return element, 64–65

repurchase agreements, U.S. Treasury 
bonds, 88

reserve requirements, U.S. Federal 
Reserve, 59

Resolution Funding Corporation 
(REFCORP), 106

retirement
bond issues, 308
bond reliance concerns, 315
minimum required distributions 

(MRDs), 301
needs estimations, 183–184
portfolio case studies, 185–189
Rule of 20, 26
savings guidelines, 25
target portfolio estimating, 275–276
taxable versus tax-advantaged accounts, 

226–228
tax-advantaged accounts, 299–302
time frame assessments, 184
20 times rule, 183–184, 275

returns
bond investment risks, 182–183
corporate bonds, 94–95
fi xed-income calculations, 161–163
long-term tracking, 163–165
portfolio rebalancing, 193–194, 210

revenue bonds, versus general obligation 
bonds, 122

reverse convertibility, corporate 
bonds, 101

reverse convertible bonds, 314–315
reverse mortgage, interest resource, 282
Reverse Mortgages For Dummies (Sarah 

Glendon Lyons and John E. Lucas), 282
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reversion to the mean, investment 
planning, 33

revertible note, corporate bonds, 101
risk and return

diversifi cation determination method, 201
investment planning, 32
portfolio rebalancing, 193–195

risk of default
corporate bonds, 98–99
individual bonds versus bond funds, 232

risk premium, bond interest rates, 14
RiskMetrics, RiskGrade numbers, 162
risks, bond factors, 307
Root Capital, altruistic investments, 142
Roth IRA, tax benefi ts, 227–228
Rule of 20, investment planning, 26

• S •
sale price, bond research, 54
sales charge. See load
savings

Certifi cates of Deposit (CDs), 28–29
Federal Deposit Insurance Corporation 

(FDIC), 13
home equity, 29
infl ation risk, 27–28
interest resource, 279
Internet banking, 29
local savings banks, 28
market crash protection, 37
money market funds, 29
retirement guidelines, 25
short-term bonds, 28
six-month rule, 184, 199
variable annuities, 30
whole life insurance, 30

savings bonds. See U.S. Treasury bonds
Schwab, high bond fund fees, 214
scripophily, antique stock collecting, 47
secondary issues, bond purchases, 240
Securities and Exchange Commission (SEC)

30-day SEC yield, 63
TRACE database, 216

Securities Industry and Financial Markets 
Association (SIFMA), 21, 108–110, 
235–237

self-employed pension (SEP), early-
withdrawal penalties, 228

Shariah Capital, sukuk bonds, 140
short run interest, bond returns, 69
short-term bonds

maturity lifespans, 13
savings guidelines, 28

six-month rule, cash on hand, 184, 199
Small Business Administration (SBA), 106
socially responsible investing (SRI), 

common good investments, 140–141
Society for Actuaries, longevity statistics, 

292
solidity, corporate bond issues, 92
sovereign bonds

emerging-market nation bonds, 135
investment risks, 43

splits, successful portfolios, 3
stability

bond characteristic, 14
fi xed-income investments, 39

Standard and Poor’s (S&P), bond-rating 
company, 55, 96–99

standard deviation, risk measurement, 160
State Farm Interim (SFITX), 256
state municipal bonds, tax-exempt 

status, 124
State Street SPDRs, high bond fund 

fees, 214
step-up, 114
stock dividends, cash fl ow source, 283–284
stock funds, recommended bond funds, 

267–268
Stock Investing For Dummies (Paul 

Mladjenovic), 191
stocks

bond complement, 2
cash generation methods, 283–285
diversifi ed types, 191
growth stocks, 191
investment growth potential, 30
market crashes, 37
portfolio rules, 185, 199
preferred stocks, 285
value stocks, 191

strips, U.S. Treasury bonds, 87
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Student Loan Marketing Association (Sallie 
Mae), agency bond ties, 112

sukuk, Islamic bonds, 139–140
surrender fees, whole life insurance, 30
Swensen, David (Unconventional Success: 

A Fundamental Approach to Personal 
Investment), 93

Sylla, Richard (A History of Interest 
Rates), 49

Symetra Financial, deferred income 
annuity, 281

• T •
T. Rowe Price Emerging Markets Bond 

(PREMX), 266
T. Rowe Price International Bond 

(RPIBX), 265
T. Rowe Price Retirement funds, 269
T. Rowe Price Spectrum Income (RPSIX), 

266–267
T. Rowe Price Tax-Free High-Yield 

(PRFHX), 263
target-retirement date funds, 268–269
tax-equivalent yield, municipal bonds, 

125–127
taxes

agency bonds, 114
bond research, 57
bond risk characteristics, 158
education expense guidelines, 77
individual bond advantages, 221–222
minimum required distributions 

(MRDs), 301
municipal bonds, 124–127
real return reduction, 315
tax diversifi cation, 301
tax-advantaged accounts, 299–302
total return element, 66

technical analysis, portfolio management 
risks, 177

Tennessee Valley Authority (TVA), 106
30-day SEC yield, bond funds, 63
timeframes. See also lifespans

U.S. Treasury bond maturity, 86
volatility risk, 66–67

total return, bond end value, 54, 63–66, 
306–307

Trade Reporting and Compliance Engine 
(TRACE)

bond database, 215–216, 312
bond trading transparency, 230–231

transparency, bond funds, 46
transparency, TRACE database, 230–231
Treasury bills, characteristics, 78–79
Treasury Infl ation-Protected Securities 

(TIPS)
characteristics, 80–81
infl ation protection, 86–87
infl ation-adjusted bonds, 59
new asset class, 47
recommended bond funds, 258

Treasury notes, characteristics, 78–79
20 times rule, 183–184, 275
Tyson, Eric 

Mutual Funds For Dummies, 22, 191
Real Estate Investing For Dummies, 193

• U •
U.S. Agency for International Development 

(USAID), 106
U.S. Department of Housing and Urban 

Development, reverse mortgages, 282
U.S. Federal Reserve, interest rate 

manipulation power, 58–59
U.S. Treasury bonds. See also savings bonds

basis points, 89
book-entry form, 74
buying direct, 87–88
centuries-old track record, 174–175
characteristics, 18–19
versus corporate bonds, 92–94
denomination-free, 75
education expenses, 77
EE (Patriot Bonds) Series, 76
exchange-traded funds, 89
foreign holdings, 81
gifting, 75
growth trends, 46–47
holding to maturity, 17
I Series, 77

32_9781118274439-bindex.indd   33832_9781118274439-bindex.indd   338 7/17/12   11:09 AM7/17/12   11:09 AM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



339339 Index

infl ation protections, 86–87
infl ation risk, 28
investment reasons, 82–87
leveraging, 88
liquidity advantages, 83
low default risk, 13–14
maturity timeframes, 86
middleman avoidance, 313
modest interest rates, 74
modest returns, 83–86
mutual funds, 89
new (on-the-run) bond purchases, 88
no credit risk, 19
non-interest paying series, 78
non-marketable status, 75–76
price fl uctuation, 19, 74
ratings, 82
repurchase agreements, 88
risk factors, 307
risk-free investment, 74
strips, 87
tax issues, 75
Treasury bills, 78–79
Treasury Infl ation-Protected Securities 

(TIPS), 47, 80–81, 86–87
Treasury notes, 78–79
unit investment trust, 89
used (off-the-run) bond purchases, 88
yield curve, 84–85

Unconventional Success: A Fundamental 
Approach to Personal Investment (David 
Swensen), 93

unit investment trusts (UIT)
characteristics, 246–247
investment recommendations, 250–251
U.S. Treasury bond purchases, 89

United States, war bonds, 40–41

• V •
value stocks, low growth potential, 191
Vanguard

average annual returns, 195
fi xed annuities, 192
high bond fund fees, 214
online trading, 239–242

Vanguard GNMA Fund (VFIIX), 262
Vanguard High-Yield Corporate Fund 

(VWEXH), 261
Vanguard High-Yield Tax-Exempt 

(VWAHX), 264
Vanguard Infl ation-Protected Securities 

Fund Investors Shares (VIPSX), 258
Vanguard Intermediate-Term Tax Exempt 

(VWITX), 264
Vanguard Mortgage-Backed Securities ETF 

(VMBS), 262
Vanguard Short-Term Bond ETF (BSV), 

256–257
Vanguard Short-Term Investment-Grade 

(VFSTX), 256
Vanguard STAR Fund (VGSTX), 267–268
Vanguard Target Retirement Funds, 269
Vanguard Total Bond Market ETF 

(BND), 267
variable annuities

interest resource, 280–282
investment risks, 192
savings guidelines, 30

Venetian prestiti, lifelong interest, 39–40
volatility

agency bonds, 108
bond holdings, 66–69
bond investment risks, 181–182
foreign stocks, 175
hedge funds, 175
portfolio rebalancing timelines, 195
sovereign bonds, 135

• W •
war bonds, 40–41
wealth, absolute versus relative, 159
websites

ally.com, 29, 184, 279
B.C. Ziegler and Company, 138
bankrate.com, 29, 127, 277
BrokerCheck, 238
Calvert Social Investment Fund 

(CSIBX), 141
calvertfoundation.org, 142
Capstone Church Bond Fund, 138
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websites (continued)

churchbondsusa.com, 138
dinkytown.net, 126
Domini Social Bond Fund (DSBFX), 141
emigrantdirect.com, 29, 184
emma.msrb.org, 129, 235
fanniemae.com, 110
fhlbanks.com, 111
Fidelity, 281
Fidelity scatter graph, 241
fi nra.org, 129, 216, 235
fi recalc, 275
ginniemae.gov, 112
immediateannuities.com, 192
incomesecurities.com, 146
ingdirect.com, 29
investinginbonds.com, 129, 216, 230, 235
irs.gov, 301
kayak.com, 233
lendingclub.com, 279
moneyaisle.com, 279
moneychimp.com, 62
money-rates.com, 29
morningstar.com, 68
muniadvocate.com, 129
Municipal Securities Rulemaking 

Board, 235
munimarket.com, 130, 233
National Association of Personal Financial 

Advisors (NAPFA), 238
Pax World High Yield Fund (PAXHX), 141
Root Capital, 142
scripophily.com, 47
Securities Industry and Financial Markets 

Association, 235
Shariah Capital, 140
U.S. Department of Housing and Urban 

Development, 282
U.S. Treasury, 46, 75
Vanguard, 281

whole life insurance, 30
Wild, Russell MBA (Exchange-Traded Funds 

For Dummies), 22, 191
worst-case basis yield, bond value 

element, 63

• Y •
Yahoo! Finance, bond market, 237
Yankee bonds. See foreign bonds
yield curve

individual bond tracking, 225
interest rates, 13
overestimating importance, 314
U.S. Treasury bonds, 84–85

yields
agency bonds, 113
bond return element, 4, 60–63
church bonds, 137
developed-world bonds, 132–134
emerging-market nation bonds, 134–136
municipal bonds, 123, 125–126
online bond trading, 240
portfolio management risks, 176

yield-to-call
bond value element, 62–63
online bond trading, 241

yield-to-maturity
bond calculations, 61–62
online bond trading, 241

yield-to-worst
bond value element, 63
online bond trading, 241

• Z •
zero-coupon bonds

total returns, 64–65
volatility risk, 68
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