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Major Categories of U.S. Bonds

U.S. Treasury Bonds
• Issued by the federal government
• Not taxable on the state level
• Safest kind of bond investment
• Backed by U.S. taxing authority

Municipal Bonds
• Issued by state, local, and other 

government entities
• Backed by taxing authority or project cash 

flow
• Taxable and non-taxable municipal bonds

Corporate Bonds
• Backed by company cash flow
• Interest rates vary by credit quality
• No tax benefits for holders

High-Yield Corporate Bonds
• A subsector of corporate bonds
• Bonds with low credit quality
• Higher default rates and credit risk
• Higher yields
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Duration

• Time in years it will take a bond's cash flows to repay the price an investor paid for 
the bond

• Tells us how much a bond's price might change when interest rates change
• The higher the duration the more sensitive the price is to interest rate change
• A bond with a duration of 5 will increase or decrease 5% when interest rates change 

1%
• Duration of a bond is determined by

• Interest rate
• Call features
• Yield
• Credit Quality
• Maturity
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Convexity

• Duration assumes that the relationship 
between interest rates and bond prices 
are linear

• Convexity demonstrates the curved 
relationship to give a more accurate 
representation

• More convexity means greater increases 
and smaller decreases when interest 
rates fluctuate by larger amounts

Bond 
Price

Interest Rates

Duration
Convexity + 
Duration
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Why Invest in Short Term Duration? - Context

• Fed hiking rates over the 
past 2 years has made 
short term yields more 
attractive

• Rate increases has also 
caused yield curve to 
invert 

• Investors have rushed to 
money market funds & 
shorter-term duration 
fixed income as a result
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Why Invest in Short Term Duration? - Fed's 
Next Move

• Fed is set to cut rates in there 
September meeting with 100 bps of 
rate cuts priced in by end of 2024

• Initial rate hikes was to temper 
inflation which appears to be a 
success – August CPI: 2.5% yoy

• Focus now is on maintaining 
employment with uncertainty 
growing in the labor market

• These factors suggest it's time to 
invest in short term duration before 
yields start to shift

8



Proposals

• Option 1: Use remaining cash to buy IGSB

• Option 2: Sell CHCT and use proceeds plus remaining cash to buy IGSB

• Option 3: Use proceeds from CHCT to buy IGSB and hold remaining cash

• Option 4: Hold CHCT and remaining cash along with no buy of IGSB 
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IGSB Summary

• 1-5 Year Corporate Bond ETF

• Effective Duration of 2.61 years

• Expense Ratio of .04%

• Almost all holdings comprise of bonds 
above BBB rating 
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IGSB 
Holdings

• Diverse market exposure 
with a focus on banking 
and consumer goods

• Top Holdings Include

o JP Morgan (2.42%)

o Bank of America 
(2.18%)

o Morgan Stanley 
(1.89%)

o Apple (0.77%)
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Credit Risk

• Difference between corporate and government bonds 
yields is due to corporate default risk, government bonds 
cannot default

• IGSB is diverse in holdings among sectors and corporations 
must pay their creditors first in the event of bankruptcy 

10/14/2024 12



Comparable 
Analysis

• IGSB is the most cost-effective fund among peers

• Highly rated fund because of diversity of holdings 
and consistency

• IGSB has a SEC Yield of 4.53%

• YTD Return on IGSB: 5.25%
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Community Health Care Trust

• Invest in healthcare facilities 
across the United States

• 198 properties in 35 states

• Enterprise Value: $1.113B
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Community Health Care Trust

• Current Price: $17.38 

• Purchase Price: $35.69

• Loss $25,831.10

• Exit strategy: $32.02-$45.20

• Analyst Recommendation: 3 buys 3 holds (this could be due to analyst buy bias)
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Evaluation

• Using the FAD Method and 
REIT comparable multiple we 
show CHCT as overvalued

• Implied Share Price: $13.22

• Market Price: $17.38

• Overvaluing CHCT by ~24%
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Final Recommendation

• Option 1: Use remaining cash to buy IGSB (~$16k)

• Option 2: Sell CHCT and use proceeds plus remaining cash to buy IGSB (~$16k + 
~$24k = ~$40k)

• Option 3: Use proceeds from CHCT to buy IGSB and hold remaining cash (~$24k)

• Option 4: Hold CHCT and remaining cash along with no buy of IGSB 

Recommend: Option 2 to capitalize on short-term duration yields (IGSB), rid the fund 
of a consistent loser that is overvalued (CHCT), & deploy cash that is yielding zero
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