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Sep 22nd 2024: Citi - Reinvestment Risks
Can You Manage Reinvestment Risk in a Higher Rate Environment?

KEY POINTS

« Reinvestment risk occurs when income from maturing bonds or coupon payments must be reinvested at lower rates, reducing returns.

Short-term yields look attractive.
« Many investors may be tempted to lock in returns. However, some risk missing out on higher returns if rates decline in the future.

- Active management, diversification, and exposure to longer duration bonds are some strategies used to mitigate reinvestment risks.

US GOVERNMMENT BOND YIELDS AGAINST THE FED FUNDS
TARGET RATE SIMCE 1983
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I\ This week, we explore a critical topic in fixed-income investing:
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/M many investors have found short-term yields attractive.
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L the risk of reinvesting at lower rates has become essential to
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generating attractive risk-adjusted long-term returns. In this issue,

Citi highlights the key strategies for tackling this issue.

Souwrce: Global Investment Lab using Bloomberg. Monthly data June 1383 to July 2024, For llustrative purposes onty. Past
perfarmance is na guarantes of future results. Real results may vary.

Source: Citi

OUR VANTAGE POINT

At Vantage, we understand that reinvestment risk is essential in the current interest rate environment.

We believe that short-term yields are attractive, yet we encourage investors to take a longer view. We also
believe in diversifying across bond durations and leveraging active management to adjust portfolios based on
evolving market conditions. This approach should secure more stable returns while mitigating the risk of

reinvesting at lower yields in the future.

If you'd like more information on how we manage reinvestment risk for our clients or to discuss your

investment strategy, we’d love to hear from you.

WE’'D LOVE TO HEAR FROM YOU, LEGAL DISCLAIMER

REACH ONE OF OUR ANALYSTS This paper is for informational purposes only. In no case shall any content herein be

considered financial advice, a recommendation, or an endorsement of any specific
investment strategy, product, or service. The content is derived from the original report
mentioned in this paper. The report is publicly available. Vantage Capital Ltd, or any other
company or individual, does not assume any responsibility or liability for any decisions made

based on the information provided. All opinions expressed are those of Vantage Capital Ltd
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