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What Are US Treasury Securities

• U.S. Treasury Securities—such as bills, notes and bonds—are debt 

obligations of the U.S. government. When you buy a U.S. Treasury 

security, you are lending money to the federal government for a 

specified period of time.  

• Because these debt obligations are backed by the “full faith and 

credit” of the government, and thus by its ability to raise tax revenues 

and print currency, U.S. Treasury securities – or "Treasuries" – are 

generally considered the safest of all investments. 

• They are viewed in the market as having virtually no “credit risk,” 

meaning that it is highly probable your interest and principal will be 

paid fully and on time

Source:  Investinginbonds.com  



Historical Market Value of US Treasury Securities



US Treasury Statistics



Differences and Pros & Cons of US Treasury Securities vs. CDs

• US Treasuries DO NOT NEED COLLATERAL – Only Bank Deposits / CD’s Need Collateral

• Therefore, you don’t need to worry about staying under $250,000 - You can buy any Amount of US Treasury

• More Flexible on Maturity Dates than Brokered CDs – Treasuries Have Specific Maturity Dates

• Much More Liquid in Secondary Market

Pros:

Cons:

• A Little More Complicated from an Accounting Perspective –Accrued Interest, Premiums, Discounts, etc…, but it’s also 

Not Rocket Science

• Fluctuations and Changes in Market Value – Unrealized Gains/Losses

• Need an Investment Partner to Purchase Treasury Bonds – Paperwork – Open up Separate Investment Account

• Yields are Constantly Changing – Intraday/ Daily / Stay in Line with Bond Market Movement

Neutral:



Treasury Securities – Information Needed – How They Work
T-Bills  

• Maturities less than 1yr  

• Trade using a discount rate – Pay Interest at Maturity (Zero Coupon) – Discounted Price

• Usually mature on Thursdays

• Same or Next Day Settle

Treasury Notes

• Maturities between 1-10 years – Mature on 15th and Last Day of Month

• Coupon Bonds – Prices Paid are Par, Premiums, Discounts

• Pay Interest Semi-Annually (Every 6-months)

• Same or Next Day Settle

Treasury Bonds

• Maturities between 10-30 years - Mature on 15th and Last Day of Month

• Coupon Bonds - Prices Paid are Par, Premiums, Discounts

• Pay Interest Semi-annually

• Same or Next Day Settle

Treasury Strips

• Maturities between 0-30 years

• Zero Coupon Bonds (No Interest Payments) / Bought at a Discounted Price

• Same or Next Day Settle



Treasury Bills (T-Bills) – 11/14/22

Source:  Bloomberg



Treasury Bills (T-Bills) – Use Discount Rate



T-Bill Discount Rate Calculation
T-Bills  

• Maturities less than 1yr  

• Trade using a discount rate – Pay Interest at Maturity

• Usually mature on Thursdays

• Same or Next Day Settle

Discount Rate Calculation/Formula:

T-Bill Day Count  = ACT/360

Settlement  Date = 11/15/22    Maturity Date = 5/11/23

11/15/22 -> 5/11/23 = 177 Actual Days to Maturity

Price = 100 (1- (dr / 360)

d = Discount Rate = 4.39%

r = Days to Maturity  = 177 Days

P = 100 * (1 – (0.0439 * 177 / 360)

P = 100 * (1 – (0.02158417)

P = 100 * 0.97841583

P = Price = $97.841583 (Rounded to 6 Decimals)

$1,000,000 Investment Costs $978,415.83 on 11/15/22

Receive $1,000,000.00 on 5/11/23 = $21,584.17 Return



T-Bill Yield Calculation

T-Bill Yield Calculation/Formula:

100 – 97.841583 = 2.158417

2.158417 / 97.841583 * 100 = 2.2060323

T-Bill Yield Calculation/Formula:
2.2060323 * 365 / 177 = 4.549162%



Treasury Notes (0-1yr) – 11/14/22

As of 4/2/19

Source:  Bloomberg



Treasury Notes (1-2yr) – 11/14/22

Source:  Bloomberg



Treasury Notes (2-4yr) – 11/14/22

Source:  Bloomberg



Treasury Notes (4-7yr) – 11/14/22

Source:  Bloomberg



Treasury Notes (7-10yr) – 11/14/22

Source:  Bloomberg



Treasury Bonds (10-30yr) – 11/14/22

Source:  Bloomberg



Treasury Yield Curve – Current Rates – 11/18/22

Source:  Bloomberg



Treasury Yield Curve – Investment Strategy – Why Ladder?

Source:  Bloomberg



Sample Investment Comparison – Which One is Better

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%



Sample Investment Comparison – Which One is Better

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Price $97.00 $100.00 $103.00



Sample Investment Comparison – Which One is Better
Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Price $97.00 $100.00 $103.00 

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Price $97.00 $100.00 $103.00 

Yield 2.00% 2.00% 2.00%



Sample Investment Comparison – Which One is Better

You can’t just look at the Coupon or the Interest Earned

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Discount / Par/ Premium Price $97.00 $100.00 $103.00 

Yield 2.00% 2.00% 2.00%

Dollars Spent (Cost) $970,000 $1,000,000 $1,030,000

Annual Interest Earned (Par Amount x Coupon) $10,000 $20,000 $30,000

Six Semi-Annual Interest Payments (3yrs) $5,000 x 6 $10,000 x 6 $15,000 x 6

Total Interet Earned Over 3 Years $30,000 $60,000 $90,000



Sample Investment Comparison – Which One is Better

You need to look at BOTH Interest Earned (derived from the Coupon) 

AND the Price Appreciation/Depreciation.

Decision Needs to Be Based On YIELD, Not Coupon or Price

Yield = Net Interest Earned +/- Price Appreciation/Depreciation

Option #1 #2 #3

Term 3yr 3yr 3yr

Issuer T-Note T-Note T-Note

Par Amount $1,000,000 $1,000,000 $1,000,000 

Coupon 1.00% 2.00% 3.00%

Discount / Par/ Premium Price $97.00 $100.00 $103.00 

Yield 2.00% 2.00% 2.00%

Dollars Spent (Cost) $970,000 $1,000,000 $1,030,000

Annual Interest Earned (Par Amount x Coupon) $10,000 $20,000 $30,000

Six Semi-Annual Interest Payments (3yrs) $5,000 x 6 $10,000 x 6 $15,000 x 6

Total Interet Earned $30,000 $60,000 $90,000

Overall Net Interest Earned $60,000 $60,000 $60,000



T-Note Calculation

Source:  Bloomberg



T-Note  - Principal & Accrued Interest Calculation

Accrued Interest for T-Notes = ACT/ACT

• Interest Payment Dates on 11/15 and 5/15

• Example # - 181 Actual Days in Payment Period  11/15/22 -> 5/15/22

• $11,250 * 7 Days / 181 Days = $435.08 Accrued Interest Paid

• Regardless of what day you bought bond – Receive Full Payment of 

$11,250 on 5/15 & 11/15

Principal Amount

• Principal = Par Amount x Price / 100

• Principal = $1,000,000 x $94.45703125 / 100 = $944,570.31

Source:  Bloomberg



What Did We Learn Today – US Treasuries

• Considered Safest Investment in the World - Full Faith and Credit of US Government

No Collateral Needed for US Treasuries

We Can Buy Whatever Amount We Want

Many Maturity Date/Options

Yields Constantly Changing/Fluctuating and Will Move With the Market

• A Little More Complicated than CDs

T-Bills are Bought Using a Discounted Rate (Under $100) = Get Exact 1mm Amount back at Maturity

Treasury Bonds have Coupon Rates and Semi-Annual Interest Payments

Must Pay Discounts/Premiums at Times along with Accrued Interest

Market Value will Change 

• Don’t Need be Afraid to Learn About New Investments – Broaden Your Horizons



What Did We Learn Today

• You Can’t Just Look at Coupon 

Higher Coupon Does Not Always  = Higher Yield

Lower Coupon Does Not Always  =  Lower Yield

• Dollar Price Paid also affects Yield

Discounted Price (Under $100) = Yield Higher than Coupon Rate

Par Price ($100) = Coupon Rate and Yield the Same

Premium Price (Over $100) = Yield less than Coupon Rate

• Yield = Coupon Payments +/- Price Appreciation/Depreciation Over Time

• Yield is the Way to Evaluate Different Bonds

Evaluating Bonds



Fixed Income Product Offerings – 5 Different Asset Classes

✓ CDs

✓ Treasury Bonds

✓ Government Agency Bonds

✓ Municipal Bonds

✓ Commercial Paper / Corporate Bonds



Rely on Your Professional Partners More in This Area

✓ Days of just using CDs and Money Market Funds are in the Past

✓ Days of just using Local Banks in the County should be in the Past

✓ Educate Yourselves More – Stay in Tune with Market

✓ Utilize/Lean on knowledge from Experts

✓ Add Diversification / Increase Yield Without Adding Much Incremental Risk

✓ Update/Amend Policies – Stay Current

✓ Ask Questions / Understand Better / Ignorance is Not Bliss

✓ Investment Opportunities Exist to Help Increase Your Bottom Line



20mm 40mm 60mm 80mm 100mm

5bp $10,000 $20,000 $30,000 $40,000 $50,000

10bp $20,000 $40,000 $60,000 $80,000 $100,000

15bp $30,000 $60,000 $90,000 $120,000 $150,000

20bp $40,000 $80,000 $120,000 $160,000 $200,000
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Why Do We Do All of This – To Increase Your Bottom Line



Fifth Third Securities is the trade name used by Fifth Third Securities, Inc., member FINRA/SIPC, a wholly owned subsidiary of Fifth Third Bank, a registered broker-dealer, and a registered investment 
advisor registered with the U.S. Securities and Exchange Commission (SEC). Registration does not imply a certain level of skill or training. Securities and investments offered through Fifth Third 

Securities, Inc. and insurance products:

Insurance products made available through Fifth Third Insurance Agency, Inc.

Contents are provided for informational purposes only and do not constitute an offer to sell nor a solicitation of an offer to buy any security

The views expressed here are those of the author and do not necessarily represent or reflect the views of Fifth Third Securities.

Investments in fixed income products are subject to liquidity (or market) risk, interest rate risk (bonds ordinarily decline in 
price when interest rates rise and rise in price when interest rates fall), financial (or credit) risk, inflation (or purchasing power) risk, 
and special tax liabilities.

This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these securities. New-issue 
municipal offerings are made only by official statement. The securities shown as available from the syndicate may no longer be 
available from the syndicate at the time of pricing.

All bonds are subject to availability and yields are subject to change. Market value will fluctuate. Bond values will decline as 
interest rates rise. The bond’s income may be subject to certain state and local taxes depending upon your tax status and or the 
federal alternative minimum tax.

This information is not intended for use regarding the investment of municipal bond proceeds or municipal escrow investments. (a) 
Fifth Third Securities is not recommending an action to you as the municipal entity or obligated person; (b) Fifth Third Securities is 
not acting as an advisor to you and does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act to you with respect 
to the information and material contained in this communication; (c) Fifth Third Securities is acting for its own interests; and (d) 
you should discuss any information and material contained in this communication with any and all internal or external advisors and 
experts that you deem appropriate before acting on this information or material 

Disclosures

http://www.finra.org/
http://www.sipc.org/
http://www.sec.gov/

