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Making the Bond Call:

Tips for Smart Selection



Smart Investing:
Choose the Right Bond for You

In the current financial landscape, diversification is key to sustainably safeguarding and
growing wealth. While stocks and real estate can yield high returns and give that
adrenaline rush, they also pose significant risks to your profile.

That's where bonds come in. As fixed-income investments, bonds, offer a stabilizing
effect on portfolios, making them essential for balanced investment strategies. Let's
explore how you can choose the right bonds that align with your financial goals.
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Understanding Key Concepts

Before we discuss strategies and steps, let's understand some main concepts around
bonds, their ratings, and what they mean.

- Bond Duration

Bond duration often corelates a bond's sensitivity to interest rate changes.
Shorter-duration bonds are less volatile, making them suitable for conservative
portfolios, while longer-duration bonds may be slightly riskier appealing to those
seeking capital appreciation.

- Credit Ratings

Bonds are rated by agencies like CRISIL and ICRA, indicating the issuer's
creditworthiness. Ratings range from AAA (safest) to D (least safe). Higher-rated
bonds typically offer lower yields but come with reduced default risk.

Credit ratings offer valuable insight into the issuer's financial health and the
likelihood that they will honor their obligations.

- AAA to BBB (investment grade)

These low-risk bonds prioritize capital preservation but can also help
with wealth creation. AAA bonds, the safest, offer relatively lower yields
compared to D bonds but come with minimal default risk, making them
ideal for risk-averse investors.

- BB to C (high-yield or junk bonds)

Bonds below BBB carry higher risk but offer higher yields, appealing to
iIncome-focused investors willing to take on additional risk.

« D (default)

A D rating indicates that the issuer has defaulted on payments, either
in the past or currently, indicating financial distress. These carry
extremely high risk and are generally unsuitable for most investors.

Now that we understand these concepts that affect bond behavior and reflect
the issuer's creditworthiness, let's see what the next steps are.
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Aligning Your Needs and Goals

Every smart investment strategy begins with setting clear financial goals. When choosing
bonds, it's essential to match bond types with your objectives.

Short- and medium-term goals (1-10 years) like vacations, education, or home
down-payments require liquidity and stability in the portfolio with moderate returns.
Consider short-duration corporate bonds, medium-term investment-grade bonds, or
government bonds to meet such goals.

Long-term goals (10+ years) like retirement or legacy planning require AAA-rated
corporate bonds or long-duration government bonds that can provide growth through
interest-compounding.

Managing Bond Risks

All bonds come with certain risks and understanding them can help you better manage
your portfolio.

Interest Rate Risk

As interest rates rise, bond prices generally fall, which can impact bond values if sold
before maturity. To minimize this risk, consider holding bonds to maturity or adopting a
laddering strategy. Holding bonds to maturity ensures you receive the full principal
amount, protecting against market fluctuations.
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Credit Risk

This is the risk where an issuer may default on payments. Higher-rated bonds are
generally safer but offer lower yields. To mitigate credit risk, diversify across various
issuers and industries, reducing the impact of any single issuer's default on your
portfolio.

Inflation Risk

Inflation reduces the purchasing power of fixed income returns over time. To counter
this, consider high-yield bonds that may better compensate for inflation or mix in
assets like inflation-linked bonds if available.

Market Risk

Economic changes can cause bond prices to fluctuate, impacting their value. To
mManage this risk, diversify your portfolio with a mix of asset classes — bonds, equities,
and bank deposits — that react differently to economic shifts.
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Building a Balanced Bond Portfolio

Having a blend of corporate and government bonds is crucial for most investors.
Corporate bonds come in varying levels of risk and return. High-quality,
investment-grade corporate bonds from established companies offer decent returns
with moderate risk, while high-yield corporate bonds provide higher income
potential but with increased credit risk. Government bonds — backed by the
government — offer security and stability, especially during volatile times. They are
ideal for risk-averse investors seeking steady returns.

The combination of these two bovnd types can provide a balanced portfolio that
offers both stability and higher returns. As a general rule, consider including a mix
that aligns with your risk tolerance: a higher portion of corporate bonds if you're
open to taking on additional risk and more government bonds for conservative
portfolios.
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Integrating Bonds with Other Asset Classes The Final Takeaway

Bands work best when combined with other asset classes like Selecting the right bonds involves assessing your financial goals, understanding various bond
: o ; types and durations, and managing risks through diversification. By aligning your bond
Ean.l::.De?OSIts{ fo;_ll?;u.dlr’_c]y a,'; d Safe’%/hdurln? Shorltﬁ—:{m needs choices with your specific objectives, you can create an effective investment strategy that
quities tor potential high returns with greater volatiiity adapts to changing economic conditions.
Comkblp 1!In 9 ,;[ hetge asseﬁs_lvvlth bo_nds t;readtes Eicdlversmed portfolio that can withstand As you explore your options in the bond market, consider using online platforms that simplify
(ISEREE BUCEIRLION S M SHELITICIte Aty RetBiNE: the process and offer curated selections tailored to your needs. With careful planning and

informed decisions, bonds can be a powerful ally in achieving financial stability and success.
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Choosing the Right Bond Platform

To simplify your bond investing journey, consider using a reputable online bond
platform. You should look for

« Regulatory Compliance: Ensure the platform is registered with
authorities like SEBI for investor protection

« Bonds Variety: Choose platforms offering diverse options across issuers
and credit ratings

« Fee Transparency: Understand the fee structure to avoid hidden costs
« User Experience: Check how easy it is to navigate the platform

These factors will help you differentiate between platforms and choose the right
fit for your needs.
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Bonds vs Fixed Deposits (FDs):

The Dilemma of Choosing the
Right One

Because of their stability and predictable
returns, bonds and fixed deposits (FDs) are
popular fixed-income investments. Both
choices provide stability and diversification, but
depending on your demands, they differ in
terms of structure, features, and applicability.
You can better match them with your financial
objectives if you are aware of these distinctions.
Wondering which one works best for you?

Equities vs Bonds: Navigating
the Key Differences for your
Investment Goals

Bonds or equities? This is a typical predicament
faced by investors looking to grow their wealth.
Each of them presents different prospects and
difficulties, and the best option often depends
Oon your unique requirements, necessitating a
greater understanding in order to maximize
your portfolio. Wondering which best fits with
your goals?

Difference between Bonds
and Debentures Explained

Although the terms "bonds" and "debentures
may be used synonymously, they are not the
same. Each has a unique function in fixed
iIncome investing and has the potential to affect
your portfolio’s performance. Understanding
their subtleties is essential, whether you prefer
stability or larger returns. What are their
differences, and which would be more
appropriate for your financial plan?


https://www.jiraaf.com/blogs/bonds-vs-fixed-deposits
https://www.jiraaf.com/blogs/equities-vs-bonds
https://www.jiraaf.com/blogs/difference-between-bonds-and-debentures
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@ INVESTMENT TIPS

Match bonds with S Balance yield
liquidity needs e with risk
with a mix of short- [Tal} . RISK through a comprehensive analysis
and long-term options . of both benefits and risks
-9
. @ o ° @
Stay ahead of market o ® . Mix active and
trends with the yield curve @ i/ P passive strategies
with a mix of short- © @ and review your portfolio regularly

and long-term options




4 JIRAAF

Powered by Al Growth

% INVESTMENT OBJECTIVE MATCH

How Fixed-income Investments can Help You
Achieve your Financial Goals?

\ \ \
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[ Crowth & Income Generation j [ Capital Preservation j [ Tax Efficiency j
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Looking for a steady
Income stream?

) [o)
e R 7 !
Corporate Investment Grade Bonds
or Tax-free bonds - section 10(15)
Government Securities Municipal Bonds
(Slightly higher returns than FDs Tax-free Infrastructure Bonds
Consider Consider Floating-rate or and very low risk)
Fixed-income Bonds Inflation-protected Bonds il A )
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'India’s Fixed-income
Market Underpenetrated":
Jiraaf Co-founder Vineet
Agrawal

Indian bond markets achieved major
milestones in 2024, like the inclusion of
Indian bonds in JP Morgan and Bloomberg
global bond indexes and S&P upgrading
India’s credit rating outlook to ‘positive’.
SEBI's decision to reduce the face value of
listed bonds might also boost the market.
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JIRAAF IN THE NEWS

Foreign Outflows of $3.1
bn from Indian Financials
Drive Record Monthly
Sales in October, Data
shows

Foreign portfolio investors (FPIs) pulled out
about $3.1 billion from Indian financial stocks
in October, accounting for 30% of the record
overall withdrawal for the month. Learn
more about what industry leaders have to
say on this temporary dip.

Why Alternative Fixed-in-
come Investments is
Trending in the Fintech
Ecosystem in India

By Jayaprakash K, Chief
Growth Officer, Al Growth

Over the past six months, alternative fixed
income investment platforms reported
significant increases in transaction volumes
signalling growing understanding and
investor confidence in the sector, fuelled by
consistent returns, a reliable track record and
recent industry developments.
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https://www.businesstoday.in/opinion/interviews/story/indias-fixed-income-market-underpenetrated-jiraaf-co-founder-vineet-agrawal-453300-2024-11-11
https://www.reuters.com/world/india/foreign-outflows-31-bln-indian-financials-drive-record-monthly-sales-october-2024-11-07/
https://investmentguruindia.com/newsdetail/why-alternative-fixed-income-investments-is-trending-in-the-fintech-ecosystem-in-india-by-jayaprakash-k-chief-growth-officer-ai-growth406514
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Thank you!

Disclaimer \ J
F | I Investments in debt securities/municipal debt securities/securitized debt instruments are subject to risks including delay and/ or oYe
O OW U S O n default in payment. Read all the offer related documents carefully.

Trading Member Call Us: +91 8953265326
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Jiraaf Platform Private Limited . .
in Email Us: help@jiraaf.com

CIN No. UB5120KA2021PTC149273 | SEBI Registration Number (Stock Broker): INZO0O0315538
Registered Address : No. 371, St. Johns Hospital Road, Santoshpuram, Koramangala 3rd Block, Bangalore South, KA - 560034 NSE Member |ID- Debt Segment: 90355




