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! Treasury Inflation Protected Securities (TIPS)
% interest rate risk

® the market creates return

* real interest rates

> inflation expectations
6 rising rates

7 individual bonds

: total return

unexpected inflation
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! The principal amount

2 Non-Seasonally Adjusted Consumer Price Index
3 original amount

* deflation

> Coupon Payment

® The initial coupon

’ nominal interest rates
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1 U.S. Investment-Grade Bonds
2 Foreign Govt. Bonds

*us. High-Yield Bonds

* U.S. Stocks

> Foreign Stocks

® Real Estate

7 Commodities

? a valuable portfolio diversifier
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! Phantom Income

2 TIPS mutual funds

® realized cash flows

* Inflation Adjustment Lag
> index ratio
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? The actual duration
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! High-quality bond fund
> embedded inflation expectation
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* the dramatic flight
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