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Do you know what these are?




Bonds...

Are debt securities that are issued by companies,
municipalities, and governments to raise money. When you
buy a bond, you are essentially loaning money to the issuer
in exchange for regular interest payments and the return of
the bond's face value at maturity.




Do you know what types of bonds
there are?

There are:

Government bonds, municipal bonds, corporate bonds,
Treasury bonds, and agency bonds just to name a few

Each type of bond has its own unique characteristics and
risk factors
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A bond is issued by a to generate
government funds

or corporation
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and is paid back to
the investor as
principal + interest.




What do you get from buying a bond?

Interest!!

The bond will say that they pay xx interest annually and
they will pay that to you. It is determined when the bond is
issued and is constant through the life of the bond




You may be wondering... when do |
get my money back?

The bond will specify when it matures

This is when the person who borrowed it must pay the face

value to the bondholder. It could be a couple of months or
even 30 years




What can help you know if they can
pay you back?

The credit rating!

The credit rating of a bond issuer is a measure of their

creditworthiness and ability to make interest and principal
payments

From AAA (Very good) to D (Default)




Price and Yield

The price of a bond can fluctuate based on interest rate
changes and the creditworthiness of the issuer. The yield
of a bond is the return on investment, calculated as the

bond's annual interest payment divided by the bond's
current market price




Risk!

Bonds can be risky because what happens if they cannot
pay you back?

That is why it is important to look at their ... rating

And be smart with who you lend to




For example

Sri Lanka has a bond yield of 28%
America has a bond yield of around 2%

Would you invest in American or Sri Lankan bonds?
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Advantages of Bonds

Bonds provide a steady income stream of interest payments

= Passive income!




Advantages of Bonds

As the interest rate is fixed, future cash flow is predictable




Advantages of Bonds

Bonds tend to be less volatile than stocks so if you want to
have a less risky investment option - bonds are great

A lot of investors use this to balance out growth stocks




Advantages of Bonds

They can lead to a diversified portfolio because you can
invest in so many types of bonds

= spreads risk!




Advantages of Bonds

Bonds that are issued by the government tend to be a lot
safer than the ones issued by companies




Disadvantages of Bonds

If the interest rates of the country rise, bond prices tend to
go down!

What can you do to minimise this risk?

And do you know why the bond prices go down? - extra
candy




Disadvantages of Bonds

There is a risk that the issuer will not be able to pay!




Disadvantages of Bonds

Lower risk = lower returns

Don’t expect extremely high returns - bonds tend to have
lower value appreciations than stocks




Disadvantages of Bonds

Long term bonds are affected by so many factors

= not very suitable for short term investors




Thanks!




