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This document has been prepared by Insight North America LLC (INA), a registered investment adviser under the 

Investment Advisers Act of 1940 and regulated by the US Securities and Exchange Commission. INA is part of ‘Insight’ 

or ‘Insight Investment’, the corporate brand for certain asset management companies operated by Insight Investment 

Management Limited including, among others, Insight Investment Management (Global) Limited and Insight Investment 

International Limited. Unless otherwise stated, the performance presented is that of Insight and should not specifically be 

viewed as the performance of INA. The performance of Insight is being presented to show the historical performance of 

the portfolio management team responsible for managing the strategy. The track records presented include all accounts 

managed by Insight with substantially similar investment objectives, policies and strategies for which the strategy 

management teams were responsible. Advisory services referenced herein are available in the US only through INA. INA 

and its Insight affiliates are part of the GIPS® firm Insight Investment, which claims compliance with GIPS. Please refer 

to the important disclosures at the back of this document. 

Performance presented is that of Insight Investment and should not specifically be viewed as the performance of Insight 

North America LLC. Please refer to the important disclosures at the back of this document. 
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• Bond fundamentals 

• Types of bonds 

−Treasury 

−Agency  

−Commercial paper & corporate notes 

−Other short-term investments 

Presentation agenda  



Bond fundamentals 
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Credit Risk 

• Risk that the issuer of the security will be downgraded or default 

Market Risk 

• Sensitivity of the security to interest rate changes 

Liquidity Risk 

• Ability to sell the security in the secondary market 

Investment risks 
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Primary Market 

• Market in which securities are originally issued  

Secondary Market 

• Market where securities trade after they are issued but prior to their maturity 

 

Where does one invest? 
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Prices and yield move inversely 

For illustrative purposes only. 

COUPON 

% $ 

Par: Amount that will be repaid by the issuer at maturity 

Premium: If the purchase price is greater than par value (Current Yield < Coupon) 

Discount: If the purchase price is less than par value (Current Yield > Coupon) 
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Original issue discount 

For illustrative purposes only. 

100.00 

97.90 

$1,000,000 

6 Month 

4.18% Disc 

4.33% BEY 

$979,000 

{$21,000} 
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Evaluating the pick up versus Treasury securities: “spread” 

Source: Bloomberg, as of August  2019.  2-year agency securities versus 2-year Treasury securities. 



Types of bonds 
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Virtually credit risk free 

• Backed by full faith and credit of US government 

• Market risk 

Potential for excellent liquidity 

• Average issue size over $30bn 

• Primary dealers 

Standardization 

• Coupon and maturity 

• Auction schedule 

Benchmarks for fixed-income securities 

Treasury securities 



12 P0000 

Source: w ww.newyorkfed.org, as of August 2019. 

• HSBC Securities (USA) Inc. 

• Jefferies & Company, Inc. 

• J.P. Morgan Securities LLC 

• Mizuho Securities USA Inc. 

• Morgan Stanley & Co. LLC 

• NatWest Markets Securities Inc. 

• Nomura Securities International, Inc. 

• RBC Capital Markets, LLC 

• Societe Generale, New York Branch 

• TD Securities (USA) LLC 

• UBS Securities LLC. 

• Wells Fargo Securities, LLC 

• Amherst Pierpont Securities, LLC 

• Bank of Nova Scotia, New York Agency 

• BMO Capital Markets Corp. 

• BNP Paribas Securities Corp. 

• Barclays Capital Inc. 

• BofA Securities, Inc. 

• Cantor Fitzgerald & Co. 

• Citigroup Global Markets Inc. 

• Credit Suisse Securities (USA) LLC 

• Daiwa Capital Markets America Inc. 

• Deutsche Bank Securities Inc. 

• Goldman, Sachs & Co. 

Primary dealer list 
www.newyorkfed.org 
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• Backed by the full faith and credit of the US government 

• Most not considered money-market instruments 

• Most are not active;  therefore, the quotes, except for GNMAs are not widely published 

• Examples 

−Government National Mortgage Association (GNMA) 

−Small Business Association (SBA) 

−Housing and Urban Development (HUD) 

−National Credit Union Administration (NCUA) 

US guaranteed agencies 
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• Federal oversight, but not guaranteed 

• Differentiated investment offerings 

• Most are widely traded 

• Examples 

−Federal National Mortgage Association (FNMA) 

−Federal Home Loan Mortgage Corporation (FHLMC) 

−Federal Farm Credit Banks (FFCB) 

−Federal Home Loan Banks (FHLB) 

−Resolution Financing Corporation (REFCO) 

US sponsored agency securities 
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• Spread over Treasuries 

• Liquidity considerations 

−issues size $10 MM to several billion 

• Various structures 

−discount notes, “bullets,” callables, floating rate, step-up callables  

• Purchased at the “window”, primary or secondary through dealer 

Agency characteristics 
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• Issuer has right but not the obligation to redeem early 

• Investors are paid a higher yield to compensate them for their loss of rights 

• One-time (European):  Callable one-time only on call date 

• Discrete (Bermuda): Callable on certain specified dates (e.g., coupon payment date, 

monthly, quarterly, annual) 

• Continuous (American):  Can be called at any time on or after the first call date 

Callable agency securities 
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Typical schedule 

Source: Bloomberg, as of August 1, 2019. 
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Pricing to maturity may be misleading 

Source: Bloomberg, as of  August 1, 2019. 
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Valuing to the “worst” provides a better picture 

Source: Bloomberg, as of  August 1, 2019. 
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• Introduces prepayment risk, extension risk and liquidity risk 

• Pass-through securities 

−Collateralized by 30yr, 15yr or adjustable rate conforming mortgages 

−Payment is determined by the characteristics of the collateral 

−Creditworthiness of the collateral and the agency 

• Collateralized mortgage obligations (CMOs) 

−Collateralized by 30yr, 15yr or adjustable rate conforming mortgages 

−Payment is determined by the characteristics of the collateral and the bond indenture 

−Creditworthiness of the collateral and the agency 

Agency mortgage backed securities 
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Visualizing MBS securities 

Source:  Insight Investment 
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• Credit risk 

• Unsecured debt 

• Highest ratings  

−Moody’s: P-1 

−S & P: A-1+ 

−Fitch: F-1+ 

• 270-day maximum maturity 

• Discount (most common) or coupon 

• Purchased direct or through dealers 

 

Commercial paper 
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Source:  Moody’s annual default study, February 2019 

• Credit risk 

 

 

 

 

 

 

• Coupon securities, can be callable 

• Purchased in primary or secondary markets 

• DTC eligible 

 

 

Corporate notes 
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Source: Bloomberg, as of August  2019. 

US investment grade corporate bonds – Managers, January 1, 2019-August 1, 2019 

Top 20 underwriters of corporate securities 
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• Backed with non-mortgage loans 

−auto loans 

−equipment loans 

−credit card loans 

• Credit risk 

−non-idiosyncratic risk 

−credit enhancements 

• substitution 

• over collateralization 

• subordination  

• Amortizing security with monthly principal and interest payments 

Asset backed securities (ABS) 
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Non-negotiable 

No secondary market 

Redemption penalties 

$250,000 FDIC insurance 

Collateralized 

Negotiable 

Secondary market 

$1 million blocks 

May or may not be collateralized 

Certificates of deposit 
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• Commercially operated pooled liquid assets 

• Legal structure 

−sponsored by private companies 

−used by variety of institutional investors 

−could include investments not authorized for entity 

−most regulated and registered with SEC 

−Rule 2a-7 governs credit quality, diversification and maturities 

• stable NAV of $1.00 for government funds 

• floating NAV for any fund with corporate exposure 

Money market mutual funds 
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* m = money market, f = f loating. 

• Combines liquid assets of numerous public entities 

• Two general types 

−state-operated pools 

−intergovernmental pools 

• Questions to ask 

−Does the pool follow SEC Rule 2a-7? 

• 60 day WAM 

• maturity limit to 1 year on non-floating assets 

• higher credit quality securities 

−Is the pool rated AAAm*? or AAAf*? 

−What are the cut-off times for contributions and withdrawals? 

−Does the pool offer internet access? 

−Does the pool offer ACH transactions? 

Local Government Investment Pools (LGIP) 
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• Who is the issuer? 

• What is the term of the investment? 

• What are the sources of income? 

• What are the sources of risk? 

−credit risk 

−market risk 

−liquidity risk 

• Are there any administrative considerations? 

−calculation of interest 

−issuance schedule 

−monthly P&I – reinvestment risk 

Evaluating investment options 
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• Limit your options to the highest quality, best in class  

• Be granular in your allocations to ensure diversification 

• Be prepared to hold the issuers during times of stress 

• Find your source for credit research 

• Only participate in new issues 

• Establish a process for monitoring these specific investments 

• Document purchase decisions and retain new issue information 

Principles and tips if going it alone 



Important disclosures 
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This document has been prepared by Insight 
North America LLC (INA), a registered 
investment adviser under the Investment 
Advisers Act of 1940 and regulated by the US 
Securities and Exchange Commission. INA is 
part of ‘Insight’ or ‘Insight Investment’, the 
corporate brand for certain asset management 
companies operated by Insight Investment 
Management Limited including, among others, 
Insight Investment Management (Global) Limited 
and Insight Investment International Limited. 
Opinions expressed herein are current opinions 
of Insight, and are subject to change without 
notice. Insight assumes no responsibility to 
update such information or to notify a client of 
any changes. Any outlooks, forecasts or portfolio 
weightings presented herein are as of the date 
appearing on this material only and are also 
subject to change without notice. Insight 
disclaims any responsibility to update such 
views. No forecasts can be guaranteed. 
Nothing in this document is intended to constitute 
an offer or solid action to sell or a solid action of 
an offer to buy any product or service (nor shall 
any product or service be offered or sold to any 
person) in any jurisdiction in which either (a) INA 

is not licensed to conduct business, and/or (b) an 
offer, solicitation, purchase or sale would be 
unavailable or unlawful. 
This document should not be duplicated, 
amended, or forwarded to a third party without 
consent from INA. This is a marketing document 
intended for institutional investors only and 
should not be made available to or relied upon by 
retail investors. This material is provided for 
general information only and should not be 
construed as investment advice or a 
recommendation. You should consult with your 
adviser to determine whether any particular 
investment strategy is appropriate. 
Assets under management include exposures 
and cash, and are calculated on a gross notional 
basis. Regulatory assets under management 
without exposures shown can be provided upon 
request. Unless otherwise specified, the 
performance shown herein is that of Insight 
Investment (for Global Investment Performance 
Standards (GIPS®), the ‘firm’) and not 
specifically of INA. See the GIPS® composite 
disclosure page for important information and 
related disclosures about firm performance. 
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Past performance is not a guide to future 
performance, which will vary. The value of 
investments and any income from them will 
fluctuate and is not guaranteed (this may partly be 
due to exchange rate changes). Future returns are 
not guaranteed and a loss of principal may occur. 
All performance numbers used in the analysis are 
gross returns. The performance reflects the 
reinvestment of all dividends and income. INA 
charges management fees on all portfolios that they 
manage and these fees will reduce the returns on 
the portfolios. For example, assume that $30 million 
is invested in an account with INA, and this account 
achieves a 5.0% annual return compounded 
monthly, gross of fees, for a period of five years. At 
the end of five years that account would have 
grown to $38,500,760 before the deduction of 
management fees. Assuming management fees of 
0.25% per year are deducted monthly from the 
account, the value at the end of the five year period 
would be $38,022,447. Actual fees for new 
accounts are dependent on size and subject to 
negotiation. INA’s investment advisory fees are 
discussed in Part 2A of its Form ADV. A full 
description of INA’s advisory fees are described in 
Part 2A of Form ADV available from INA at 
www.adviserinfo.sec.gov.  

Targeted returns intend to demonstrate that the 
strategy is managed in such a manner as to seek to 
achieve the target return over a normal market 
cycle based on what Insight has observed in the 
market, generally, over the course of an investment 
cycle. In no circumstances should the targeted 
returns be regarded as a representation, warranty 
or prediction that the specific deal will reflect any 
particular performance or that it will achieve or is 
likely to achieve any particular result or that 
investors will be able to avoid losses, including total 
losses of their investment. 
The information shown is derived from a 
representative account deemed to appropriately 
represent the management styles herein. Each 
investor’s portfolio is individually managed and may 
vary from the information shown. The mention of a 
specific security is not a recommendation to buy or 
sell such security. The specific securities identified 
are not representative of all the securities 
purchased, sold or recommended for advisory 
clients. It should not be assumed that an 
investment in the securities identified will be 
profitable. Actual holdings will vary for each client 
and there is no guarantee that a particular client’s 
account will hold any or all of the securities listed. 
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The quoted benchmarks within this presentation do 
not reflect deductions for fees, expenses or taxes. 
These benchmarks are unmanaged and cannot be 
purchased directly by investors. Benchmark 
performance is shown for illustrative purposes only 
and does not predict or depict the performance of 
any investment. There may be material factors 
relevant to any such comparison such as 
differences in volatility, and regulatory and legal 
restrictions between the indices shown and the 
strategy. 
Transactions in foreign securities may be executed 
and settled in local markets. Performance 
comparisons will be affected by changes in interest 
rates. Investment returns fluctuate due to changes 
in market conditions. Investment involves risk, 
including the possible loss of principal. No 
assurance can be given that the performance 
objectives of a given strategy will be achieved. 
Insight does not provide tax or legal advice to its 
clients and all investors are strongly urged to 
consult their tax and legal advisors regarding any 
potential strategy or investment. 
Information herein may contain, include or is based 
upon forward-looking statements within the 
meaning of the federal securities laws, specifically 
Section 21E of the Securities Exchange Act of 

1934, as amended. Forward-looking statements 
include all statements, other than statements of 
historical fact, that address future activities, events 
or developments, including without limitation, 
business or investment strategy or measures to 
implement strategy, competitive strengths, goals 
expansion and growth of our business, plans, 
prospects and references to future or success. You 
can identify these statements by the fact that they 
do not relate strictly to historical or current facts. 
Words such as ‘anticipate,’ ‘estimate,’ ‘expect,’ 
‘project,’ ‘intend,’ ‘plan,’ ‘believe,’ and other similar 
words are intended to identify these forward-looking 
statements. Forward-looking statements can be 
affected by inaccurate assumptions or by known or 
unknown risks and uncertainties. Many such factors 
will be important in determining our actual future 
results or outcomes. Consequently, no forward-
looking statement can be guaranteed. Our actual 
results or outcomes may vary materially. Given 
these uncertainties, you should not place undue 
reliance on these forward-looking statements.  
Insight and BNY Mellon Securities Corporation 
(BNYMSC) are subsidiaries of BNY Mellon. 
BNYMSC is a registered broker and FINRA 
member.  
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BNY Mellon is the corporate brand of the Bank of 
New York Mellon Corporation and may also be 
used as a generic term to reference the Corporation 
as a whole or its various subsidiaries generally. 
Products and services may be provided under 
various brand names and in various countries by 
subsidiaries, affiliates and joint ventures of the Bank 
of New York Mellon Corporation where authorized 
and regulated as required within each jurisdiction. 
Unless you are notified to the contrary, the products 
and services mentioned are not insured by the 
FDIC (or by any government entity) and are not 
guaranteed by or obligations of the Bank of New 
York Mellon Corporation or any of its affiliates. The 
Bank of New York Mellon Corporation assumes no 
responsibility for the accuracy or completeness of 
the above data and disclaims all expressed or 
implied warranties in connection there with. 
Personnel of certain of our BNY Mellon affiliates 
may act as: (i) registered representatives of 
BNYMSC (in its capacity as a registered broker-
dealer) to offer securities, (ii) officers of the Bank of 
New York Mellon (a New York chartered bank) to 
offer bank-maintained collective investment funds  
and (iii) associated persons of BNYMSC (in its 
capacity as a registered investment adviser) to offer 
separately managed accounts managed by BNY 

Mellon Investment Management firms. 
Disclaimer for Non-US Clients: Prospective clients 
should inform themselves as to the legal 
requirements and tax consequences within the 
countries of their citizenship, residence, domicile 
and place of business with respect to the purchase 
and ongoing provision of advisory services. No 
regulator or government authority has reviewed this 
document or the merits of the products and 
services referenced herein. 
This document is directed and intended for 
‘institutional investors’ (as such term is defined in 
various jurisdictions). By accepting this document, 
you agree (a) to keep all information contained 
herein (the ‘Information’) confidential, (b) not use 
the Information for any purpose other than to 
evaluate a potential investment in any product 
described herein, and (c) not to distribute the 
Information to any person other than persons within 
your organization or to your client that has engaged 
you to evaluate an investment in such product. 
Telephone conversations may be recorded in 
accordance with applicable laws. 
© 2019 Insight Investment. All rights reserved. 
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