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WHAT IS GOVERNMENT BOND?

Is a form of securityissued by the national government toraise moneyto

run projects or pay-off debts. Maturity Date
‘isthedateon whichadebtcomesdue

andtheprinciple mustberepaidto
creditors

Government borrow
money by issuing Principle
bond. ‘isthe originalamount of money being
borrowed by the government.

e Inreturn,investors (Creditors)
earn interestasanincome.

e Upon maturity, Mr.Bean can
receive back principle.
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GOVERNMENT )
MR.BEAN
Government Mr- Bedn
: . : pay money
wouldliketoraise togovernment <
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WHAT IS GOVERNMENT BOND?

Forexample: Mr.Beanboughtgovernmentbond 10 MB, the maturity is10yearsand

fixedinterestrate willannually pay 2.5%

Year Year Year Year Year Year Year Year Year Year
1 2 3 4 5 6 7 8 9 10

-——)

eceven 250K 250K 250K 250K 250K 250K 250K 250K 250K 250K

PRINCIPLE 10,000,000

RI::I-CCZ)I;;CII;D D50K 250K 250K 250K 250K 250K 250K 250K 250K 10,250,000.-
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WHAT IS GOVERNMENT BOND?

SumUp-Key Characteristics of GovernmentbBond

Government Borrower
Investors Creditors
B.eneflts from Interest
investment

Maturity date Yes
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TYPES OF GOVERNMENT BOND

TYPES OF
GOVERNMENT

Treasury Bill Fixec Rate INFLATION- BOND

Government
LINKED BOND
Bond

e Short-term bondwith

maximum validity of 364 e Long-term bond,morethan e Long-term bond,morethan

daysfromissuedate (<1 Tyearof maturity. 1year of maturity.

yedar)

e Received fixed interest * Received interest payment

* No interest payment, payment,normally twicea onbasis of priceindex

generally sold atdiscount year. dnjEdEin), RORMELEHIESE

: : e Upon maturity,the principle yedar.

e end eresliers sariiie i be said e roditore e Uponmaturity, the principle

gap price. willbe paidto creditors.

Increase liquidity inshort- Invest in many projects for developing countries

termforgovernment eq. Infrastructure Or Repay national debt etc.
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Period of borrowing

Short- termbond Long- termbond RETURN OF
Returnon Lowerinterest Higher interest GOVERNMENT
* dependson BOND

Countrycreditrating

Credit Rating:isan ‘

independent assessment Iﬁ

of the creditworthiness of

acountry Investment Grade Speculative Grade
(Lowerrisk) (Higher risk)

Lower interest Higher interest




Investment Grade

Speculative Grade

MoobDy’s
INVESTORS SERVICE

Rating Grade Description

Very high credit quality with very low credit risk

High credit quality with low credit risk

Good credit quality with moderate credit risk

Speculative with substantial credit risk

Highly speculative with high credit risk

RETURN OF
GOVERNMENT
BOND
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List of countries by Moody’s credit rating as of EConNomMics
March 2021
Rankf Country iRating Rank Country Rating
1" Denmark | Aaal| 23|gmm Bulgaria | Baaf R E T u R N o F
2| = Luxembourg Aaa | 24' e Spain [ Baa1
3| Netherlands Aaa 25 = Hungary Baa3
4/ B Norway Aaa|| 26| Romania | Baad G OVE R N M E N T
53 Switzerland Aaal| 27| § italy Baa3
6/ Germany Aaa 28|[El Portugal | Baa3
7/3m Sweden Aaa|| 29 gmmRussia | Baa3 B o N D
8|m— Austria Aa1 30 | === Croatia Ba1
O === Finland Aa1l 31| = Cyprus Ba2
10| §] France Aa2|| 32 —}= Georgia | Ba2
11| B Belgium Aa3|| 33| Azerbaijan | Ba2
12 ;‘Czech Republiﬁ- Aa3 34|:= Greece | Ba3
13|58 United Kingdom| Aa3|| 35| Serbia | Ba3
14. --Estonia = A1. 36 /W Armenia Ba3
15| 0 Ireland
16| giam Iceland
17| [ Malta
18| gmm Slovakia

19 | umm Poland

20 wamm Slovenia

21- mmm Lithuania A3

AR AR L
A MHERZE 1@ Eie

22 == Latvia A3

Reference:www.reddit.com



Moody’s Maintains Thailand’s Credit Rating at Baa1

n 8 e RETURN OF

Ve

https://thainews.prd.go.th/en/news/detail/ TCATG220410141458247
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Moody's downgrades Sri Lanka
sovereign rating to Ca

Monday April 18, 2022 8:25 pr
RETURN OF
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Sri Lanka defaults on debt for first time in its history

The govemnor of the country's central bank and two major credit rating agencies said it has defaulted.

Reference: https://www.bbc.com/news/business-61505842
https://economynext.com/moodys-downgrades-sri-lanka-sovereign-
rating-to-ca-93131/




ADVANTAGES

Rate of return will be
typically higher than saving
money inthe commercial
bank.

Investors know the exact
date,amountofinterest
payment and principle they
will be gettingback.

Government bondfrom
some countriescanbe
referredas "risk-freebond"
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DISADVANTAGES ADVANTAGES &
DISADVANTAGES
Governmentbondcanpay

lowerrateofreturnthan OF

othertypeofinvestments GOVERNMENT BOND

eg.stocketc.

Some countries's
government fail to pay debt
which is called

"Sovereign Default".
Creditorswilllose total
principle money and cannot
receiveinterest payment.




