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Checklist for Investing in an Individual Bond

Factors to Consider Why They're Important

The maturity date is when the bond's principal is
due to be repaid in full.

When does the bond mature?
Generally, the longer a bond's maturity, the
greater the impact of changing interest rates on
its value.

If you sell a bond before it matures, you may

Do you plan to hold the bond to maturity? receive more or less than its face value,
depending on what is happening with bond prices
generally.

If a bond is called, meaning its principal is repaid

early, your interest payments from it will come to

an end, and you may have to reinvest that money
Is the bond callable? at a lower interest rate.

Callable bonds may have a call premium,
meaning they will pay bondholders an additional
percentage of the face value if the bond is called.

Interest payments on a fixed-rate bond (the most
common type) will be the same over the bond's
lifetime; payments on a variable-rate bond won't.
Therefore, inflation will have a greater impact on
the value of a fixed-rate bond and its payments.

Is the interest rate fixed or variable?

What is the bond's coupon rate? The coupon rate lets you calculate the dollar
amount of the interest payments you will receive.

The current yield (the annual payment expressed
as a percentage of the price paid for the bond)
can help you compare your current annual return
on the bond not only to other bonds but to other
investments. It takes into account not only the
interest paid but its current market price, and
may be higher or lower than the coupon rate.

What is the bond's current yield?

The yield to maturity helps you gauge a bond's
overall return. It represents the total return you
would earn from the date you acquire it until its
maturity date, including interest payments and
any capital gains or losses.

What is its yield to maturity?

This gives you a more accurate estimate of the
potential impact on your overall ruturn if the bond
is called. It is similar to the yield to maturity;
however, it is based not on the maturity date but
on the earliest date the bond could be called.

What is its yield to call?
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You need to know whether you wil receive

interest in periodic installments or all at once

How and when does the bond pay interest? when the bond matures.
Some bonds don't pay interest; any return comes
from being able to redeem or sell the bond for
more than the purchase price.

The quality rating can help you assess the risk
that the bondholder will default on the loan. In
general, the lower the rating, the higher the
interest rate the bond's issuer must offer.

What is the bond's rating? (Treasury securities are not rated; because they
are backed by the full faith and credit of the U.S.
government, they are presumed to be safe.)

A change in a bond's rating can affect its market
price.

Taxable bonds pay higher interest rates than

What is the bond's tax status? tax-free bonds. However, your individual tax
bracket will determine which is likely to produce a
better after-tax return.

If a bond is selling at a discount, the quoted yield
is always higher than its coupon rate. If it is
selling at a premium, the yield will be lower than
the coupon rate.

Is the bond selling at a discount to its face
value, or a premium?

If the bond issuer has trouble repaying its
bondholders, holders of senior debt will be paid
before holders of subordinated debt.

Is the bond subordinated to other debt?

When interest rates are falling, the values of
existing bonds tend to rise. When interest rates
What is happening with interest rates? are rising, bond values tend to drop.

If interest rates fall, bonds that pay higher coupon
rates are more likely to be called.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, legal, or
retirement advice or recommendations. The information presented here is not specific to any
individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and
cannot be used, by a taxpayer for the purpose of avoiding penalties that may be imposed by law.
Each taxpayer should seek independent advice from a tax professional based on his or her
individual circumstances.

These materials are provided for general information and educational purposes based upon publicly
available information from sources believed to be reliable — we cannot assure the accuracy or
completeness of these materials. The information in these materials may change at any time and
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