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Prices Decline as
Yields Increase

Investors buy
shorter maturity
bonds to limit
risk of capital
losses (interest
rate risk) as rates
increase and

benefit from
reinvesting
principal at
increasing yields
to maturity.

10-Year Treasury Note Yield

1950-Present

Prices Increase as
Yields Decline

Investors buy
longer maturity
bonds to benefit

from rising prices
and avoid risk
associated with
reinvesting
principal at lower
yields to maturity

e Going forward,
active investment will
be critical in
successfully managing
fixed income portfolios.

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