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Written by Ali Nasser and Geordie Hrdlicka

Or is it Treasury Bond? Just like in a Bond film where James swoops in to defeat the villain and protect her 
Majesty’s crown, Treasury bonds seemed to “save the day” during this past decade of extreme stock market 
volatility. However, unlike James Bond, who is never defeated, investors should be aware of the “danger” that 
potentially lurks around the corner where U.S Treasuries are concerned.

In very basic terms, and I mean basic, bonds are essentially loans from an investor to a Government or a 
Corporation for a number of years, in exchange for fixed interest payments, at the end of which the original loan 
amount is repaid. 

Bonds have traditionally been used to generate income and to soften the impact of a volatile stock market. 
Historically, U.S Treasuries have been considered risk-free, because they are backed by the full faith and credit 
of the U.S. Government; a statement that today has new meaning. You can decide what that means for yourself. 
Over the past 15 years bonds have had an incredible run and proved to be effective investments especially in 
volatile markets. 

Sounds great, M – so what’s the catch? 

In addition to risk of the issuer going bankrupt, Bonds are subject to Interest Rate Risk. If you buy a Treasury 
while interest rates are low and rates later rise and you decide you want to sell, you will be hard pressed to find 
someone to buy it for what you originally paid. Just ask yourself, would you buy a bond paying you 2% for the 
same price as a bond paying you 5%? No! Therefore, to unload your bond, you have to sell it for less, potentially 
much less. Ouch.  

That’s just one of the “undercover” risks in this low interest rate environment.  

So what’s the take away? Treasuries as well as other types of bonds may have their place in a diversified 
portfolio; however there are risks present today that are being overlooked by many investors. Bonds can be  
just as tricky as some of those gadgets James uses to escape danger and they should be used with instruction.   
Best consult M to review your strategy and ensure your objectives are being met.

The Name’s Bond, 
James Bond…
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