
Individual Bond Strategies.

Ladders, Barbells and Bullets are complementary strategies that can 
help investors generate income or achieve asset accumulation goals 
in a variety of market conditions and interest rate environments.

Ladders, Barbells and Bullets offered through SEI’s Fixed Income Portfolio Management are designed to generate 
income and achieve goals in a variety of market conditions and interest rate environments.

These strategies can be built using an array of portfolio styles or components, depending on whether the objective 
is to generate tax-free or taxable income. Each portfolio style has its own strengths and weaknesses that can be 
selected based upon the investor’s goals and market expectations.

Ladder strategies  
are popular with investors looking for a 
steady income stream

A laddered portfolio is constructed by purchasing multiple 
bonds, each with different maturity dates. The maturity 
ranges can be short (zero to three years), medium (up to 10 
years) or long (up to 30 years). Exhibit 1 illustrates a 10-year 
ladder with 10% of the total assets invested in each year of 
the ladder.

When the one-year bond matures, the proceeds are 
reinvested in a 10-year bond to maintain the ladder’s 
structure. This design helps investors manage the risk 
of rising or falling interest rates. If rates are rising, the 
maturing principal can be invested at higher rates. If they 
are falling, the portfolio is still earning higher interest on 
the longer-term holdings that have not yet matured.

Unlike owning a single or individual bond, the ladder has 
maturing bonds each year providing a consistent cash flow 
pattern available for reinvestment. The benefit is similar to 
dollar cost averaging for equity markets. As time passes, 
the portfolio include bonds purchased in periods of both 
high and low interest rates. The portfolio income remains 
consistent, creating a steady stream of income.

Exhibit 1:   Laddered Bond Strategy 
Maturity Range (0-10 years)

For illustrative purposes only. Not meant to represent any actual investment.
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Barbell strategies  
are designed to help investors maximize 
income while maintaining liquidity

The portfolio divides its holdings into short-term and longer-
term maturities. The long-term portion of the portfolio 
should return higher yields, while the short-term portion 
is designed to provide lower risk and high liquidity. A well-
diversified barbell strategy should help weather volatility in 
various interest rate environments. Exhibit 2 highlights the 
structure of a barbell strategy. 

The portfolio has two separate blocks of holdings. One end 
of the barbell will be represented by the 0–5 year maturity 
range. The other end will be represented with bonds in the 
20–25 year maturity range. 

Shorter-term holdings are not only available to anchor the 
portfolio, while helping lower the duration of the portfolio, 
therefore lowering its overall volatility. The long-term 
holdings follow a similar approach and as they reach the 
middle of the maturity range, they are sold and the proceeds 
reinvested. 

One point to consider is that long-term investments 
can be more seriously impacted by changes in interest 
rates. Depending on the interest rate environment, an 
investor executing a barbell strategy could lose principal 
when rolling over the longer-dated end of the portfolio. 
It is also important to remember that there could be tax 
consequences as this strategy has more turnover than a buy 
and hold strategy. This is due to selling the longer maturity 
bonds as they roll down to the curve and reinvested again.

Bullet strategies  
are designed to help investors gradually 
accumulate a specific amount of money  
by a specific date.

The portfolio is constructed over time, with all purchases 
maturing around the same target date. For example,  
Exhibit 3 highlights an investor seeking to accumulate money 
with which to fund a child’s college education 15 years in 
the future. This strategy can be used for any accumulation 
goal, such as handling a balloon payment on a mortgage or 
planning for retirement.

The bullet strategy is built by targeting a specific maturity 
date. The bullet strategy can be built using different 
portfolio styles or components, including municipal bonds, 
government bonds, corporate bonds and Treasury Inflation 
Protected Securities (TIPS), based upon the investment goal 
and market expectations.

In the example above, the initial purchase will be invested 
over the course of one year, with the first purchase 
representing 25% of the assets and the remaining 75% of 
assets evenly distributed and invested during the subsequent 
three quarters. Staggering the acquisition dates helps 
mitigate the risk associated with rising interest rates, as each 
investment beyond the first has the potential to earn a higher 
rate of return than the previous one. The bullet strategy 
can be built using different portfolio styles or components, 
including municipal bonds, government bonds, corporate 
bonds and Treasury Inflation Protected Securities (TIPS), 
based upon the investment goal and market expectations.

Exhibit 2:   Barbell Bond Strategy 
Short- and Long-term Maturity Range

For illustrative purposes only. Not meant to represent any actual investment.
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Exhibit 3:   Bullet Bond Strategy 
Targeted maturity date

For illustrative purposes only. Not meant to represent any actual investment.
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Portfolio Style Descriptions
The SEI Fixed Income Portfolio 
Management team supports a variety 
of portfolio styles that can be used 
to build out the investment strategy 
(Ladder, Barbell, Bullet and style-specific 
strategies). 

A brief description of each portfolio style 
is provided below.

Municipal Bond Portfolio: The portfolio 
seeks to invest in securities that pay tax-
exempt income. These securities are issued 
nationally by state or local municipalities. 
The portfolio invests in securities that carry 
a minimum credit rating of single A.

Government/Corporate Bond Portfolio: 
The portfolio invests primarily in U.S. 
government securities, including those 
issued or guaranteed by the United States, 
its agencies or instrumentalities. The 
portfolio may also invest in higher quality 
corporate securities that hold a minimal 
classification of investment grade.

Corporate Bond Portfolio: The portfolio 
invests primarily in higher quality corporate 
debt securities issued by U.S. and foreign 
companies. Holdings may be a mix of fixed-
rate and floating-rate securities that are all 
investment grade.

Treasury Inflation Protected Security 
Portfolio: The portfolio invests in securities 
whose principal is adjusted quarterly based 
on inflation with the goal of protecting 
investors from the effects of inflation. The 
portfolio invests in bonds that are backed 
by the full faith and credit of the U.S. 
government.

Floating-Rate Note Portfolio: The portfolio 
invests primarily in higher quality floating-
rate note corporate debt securities issued 
by U.S. and foreign companies. All securities 
will carry  
an investment-grade rating.

This portfolio may also invest in floating-rate 
U.S. government securities issued by the 
U.S., its agencies or instrumentalities.

Certificate of Deposit Portfolio: The 
portfolio seeks to invest in securities that 
are issued by banks or corporations. These 
securities are backed and guaranteed by 
the Federal Deposit Insurance Corporation 
(FDIC) or guaranteed by the Temporary 
Liquidity Guarantee Program (TLGP) 
program, which was adopted by the FDIC.1

1 Subject to FDIC insurance rules which may include but are not limited 
to: (1) with respect to CDs, caps on amounts insurable on a per depositor, 
per depository institution basis, and changes in insurable amounts for 
different time periods; and

(2) with respect to FDIC-insured corporate debt, caps on the amount of 
such debt a corporation can issue. Please consult with your client and 
consider the FDIC rules before making the decision to invest in an FDIC-
insured product.



This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast 
of future events, or a guarantee of future results. This information should not be relied upon by the reader as research or 
investment advice. This information is for educational purposes only.
There are risks involved with investing including possible loss of principal. Bonds and bond funds will decrease in value as interest 
rates rise. There is no guarantee the goal of the strategies discussed will be met.
SEI Fixed Income Portfolio Management is a team within SEI Investments Management Corporation, which acts as investment 
adviser. Information provided by SEI Advisor Network, a strategic business unit of SEI Investments Company.
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