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Declining Rate Environment:

Upside: Lock in yields for the long-term, 
and benefit from increasing prices as 
yields fall (note: price premiums will fall 
to zero as the bond approaches 
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• Going forward, 
active investment will 
be critical in 
successfully managing 
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maturity).

Downside: High Reinvestment Risk 
(i.e., income from bonds can not be 
reinvested at a comparable rate, 

successfully managing 
fixed income portfolios.  

• As interest rates 
begin to rise off of 
multiple-year lows, 
prices will decline, 
th eatening the 
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threatening the 
perception that bonds 
are the major source of 
capital preservation in a 
risk-averse portfolio.

yields to maturity 
(reinvestment 
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