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	Building a Laddered Bond Portfolio: 

A Strategy for Turbulent Times




During a volatile economy, investors need to balance risk and return. Using a technique called bond laddering, you can help your clients diversify their portfolios by buying a carefully selected group of bonds with a variety of maturities.

A bond ladder can consist of fixed income investments, such as certificates of deposit (CDs), U.S. Treasury notes and bonds, municipal bonds, corporate bonds, and zero- coupon bonds. The benefits of a ladder include: preservation of principal, a predictable income stream, protection against reinvestment risk, and diversification.

How Does Bond Laddering Work?

 Suppose an investor buys a bond portfolio with bonds maturing in two, five, and ten years, each maturity being viewed as a step on a ladder. When the first bond on the ladder matures in two years, the money is reinvested in another bond at the long end of the ladder, such as the bond with the ten-year maturity. 

Portfolio Protection

It is impractical and unnecessary to predict the direction of interest rates. Instead, by “laddering” the maturities of bonds in a portfolio, an investor can manage interest rate risk. If interest rates increase, maturing principal can be reinvested into longer-term, typically higher-yielding securities. This will increase the portfolio’s overall return while maintaining liquidity through the shorter-term securities already in the portfolio. If interest rates decrease, higher yields are already locked in through the longer-term investments. Maturing principal can either be reinvested in longer-term securities to capture higher rates, or shorter-term securities to protect liquidity in anticipation of future rate increases.

Ongoing Liquidity

Bonds selected for the laddering technique mature on a regular basis. Investors can reinvest the principal or use the funds for another purpose. Additionally, should there be a need to access these funds prior to the maturity of the bond, liquidating the shorter maturities would have minimal impact on the portfolio’s overall yield.

When Might a Bond Ladder Make Sense? 

· If an investor depends on investments for income.

· If an investor is planning to help pay for a child’s or grandchild’s education, or some other (scheduled future expense).

· If an investor is saving for retirement.

How To Build a Bond Ladder 

Bond ladders can be constructed with a variety of fixed income securities. Each security has varying levels of risk including: credit risk, interest rate risk, and liquidity risk. A bond ladder strategy may not be appropriate for all investors. 

Pershing’s online, fixed income trading platform, BondCentral®, offers ladder-building functionality. With a few quick clicks of the mouse, you can create a laddered portfolio customized with your name and the name of your firm. 

BondCentral is a complimentary service available through NetX360®. Please contact your financial organization for additional information to get started with BondCentral.
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Trademark(s) of Pershing Investments LLC.
The information contained in these materials is believed accurate at the time of writing but is not guaranteed. Delta accepts no responsibility for its use whether in whole or part.
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This is only a sample.


[image: image2.png]aites o oo
# & B00(E[ 14« » nj[e s [Oa-[E-8ele - OO0 |H
>
Broker Name: John Doe Pershing Laddered Portfolio
a Phons Number 12345673508 Ortor 10, 001
:
a st e
A B cme o e Copen sty pies vt ity b s
H 75 TGBSHBNRAwiAad Weeconsi Elec Pur Co ©625% 1115008 $107.441 40505, 560010 $2686025 $27550.3
3 7 TS R Sl TH OV SR ST I SEE0  SmeEr
- 25 38062GWKE AAA/Aaa General Elec Cap Corp Min Be. 6.500% 062816 $100.176 6243 $76.74 $25,044.00 $25,120.7"
GE02@100 i)
e Sy SO sesh  SiEm  veiNs S
e o
Wt e Toe Glugon oy Pl (ks [T
Moot Couponparts N0t et _tant2 Febt nt? Apet2 t? ned a2 Mow Senms ome2 rmvem
[Wisconsin Elec Pwr Co §828 3828 §1,65¢
[itigroup inc 5813 5613 $162¢
[General Elec Gap Co Wi Be- EE R TR RN R N S 11 |
ToionfyCoupnPamars —SBEI ST S §1ss S1sE ST SIer S0 S SR S S S
Teager Sy
sragncoupon 65427
Tt P s Aty 08
ot Acemea st S1.15055 e $10427
T mesiment SO e Cumeniven 025
Moty Vao STSO0000 pyerge v otautyCal 555
st Volncoms Sto s virge Durson 604

eI v WAty Ty Cotpon Paymerts

o
.

1orz DOV MxesR 015 &

18 (@ Intemet



_1064229028.doc
[image: image1.png]aites o oo
# & B00(E[ 14« » nj[e s [Oa-[E-8ele - OO0 |H
>
Broker Name: John Doe Pershing Laddered Portfolio
a Phons Number 12345673508 Ortor 10, 001
:
a st e
A B cme o e Copen sty pies vt ity b s
H 75 TGBSHBNRAwiAad Weeconsi Elec Pur Co ©625% 1115008 $107.441 40505, 560010 $2686025 $27550.3
3 7 TS R Sl TH OV SR ST I SEE0  SmeEr
- 25 38062GWKE AAA/Aaa General Elec Cap Corp Min Be. 6.500% 062816 $100.176 6243 $76.74 $25,044.00 $25,120.7"
GE02@100 i)
e Sy SO sesh  SiEm  veiNs S
e o
Wt e Toe Glugon oy Pl (ks [T
Moot Couponparts N0t et _tant2 Febt nt? Apet2 t? ned a2 Mow Senms ome2 rmvem
[Wisconsin Elec Pwr Co §828 3828 §1,65¢
[itigroup inc 5813 5613 $162¢
[General Elec Gap Co Wi Be- EE R TR RN R N S 11 |
ToionfyCoupnPamars —SBEI ST S §1ss S1sE ST SIer S0 S SR S S S
Teager Sy
sragncoupon 65427
Tt P s Aty 08
ot Acemea st S1.15055 e $10427
T mesiment SO e Cumeniven 025
Moty Vao STSO0000 pyerge v otautyCal 555
st Volncoms Sto s virge Durson 604

eI v WAty Ty Cotpon Paymerts

o
.

1orz DOV MxesR 015 &

18 (@ Intemet







