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ON PRESENTATION OF THIS TREASURY BILL TO THE

TREASURER OF THE UNITED STATES OR TO ANY

FEDERAL RESERVE BANK THE UNITED STATES OF
AMERICA WILL PAY TO THE BEARER

ONE HUNDRED THOUSAND DOLLARS

WITHOUT INTEREST ON THE DUE DATE HEREON
SPECIFIED. THIS TREASURY BILL IS ISSUED UNDER
AUTHORITY OF THE SECOND LIBERTY BOND ACT, AS
AMENDED, IN ACCORDANCE WITH, AND SUBJECT TO,
THE PROVISIONS OF TREASURY DEPARTMENT CIRCU-
LAR NO. 418, REVISED, TO WHICH REFERENCE IS MADE
FOR A STATEMENT OF THE RIGHTS OF HOLDERS, AS
FULLY AND WITH THE SAME EFFECT AS THOUGH
HEREIN SET FORTH. THIS TREASURY BILL IS ISSUED
BY A FEDERAL RESERVE BANK OR BRANCH PURSUA
TO A TENDER ACCEPTED BY THE SECRETARY OF /i
TREASURY. IT SHALL NOT BE VALID UNLES
ISSUE DATE AND THE MATURITY DATE ARE EN
HEREON.

 ISSUE DATE

OCTOBER 9, 1969

 DUE AND PAYABLE

_ APRIL 9, 1970

“When most people think about the
future, they ignore that the future is a
distribution of possibilities.”

~ Howard Marks, Oaktree Capital
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Generally, bond prices and yields have an inverse
relationship and the longer a bond’s duration, the more
sensitive the bond’s price is to changes in yield.

It is difficult, if not impossible, to predict the direction and
size of future interest rate moves with any degree of
certainty, but it may help to know that most bonds tend to
have asymmetric forward-looking returns, particularly
longer duration bonds.

This means that the impact to bond prices will vary in
magnitude depending on which direction the bond yields
move, even if yields change by the same amount.

For example, if the yields of the underlying holdings in
a long-duration bond fund such as TLT rise 1%, the
investment would lose an estimated 11.11% over the
next year.

However, if underlying yields dropped by 1%, the
position would gain an estimated 23.18% in that same
fund. This is a function of what is called "convexity" in
bonds.

The expected change ("A") in the price of a bond (or bond ETF) can
be estimated using the following equation:

A Bond Price (%) = (-Modified Duration * Ayield)
+ (1/2 * Convexity * AyieldA2)
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Estimated Annual Total Return of Bond ETFs
Based on Changes in Bond Yields

Annual Total Return of Bond ETF

TLT

20+ Year Treasury Bond ETF

4.13%

IEI

3-7 Year Treasury Bond ETF
4.09%
-8.03%

-4.22%
-0.18%
1.93%
6.31%
8.58%
13.29%

18.23%

IEF

7-10 Year Treasury Bond ETF
4.03%
-15.87%

-9.73%
-3.10%
0.41%
7.78%
11.65%
19.76%

28.37%

Dividend Yield is the SEC 30-day bond yield as of 12/26/23.
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