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Interest Rate and Bank Market
Context
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Interest Rate Trends
 After climbing gradually since 2015, front-end rates and yields have reverted to historic lows.
 While the Fed has signaled that they will keep rates low for quite some time on the front-end,
it is still yet to be determined if the recent upward pressure observed in January on US
Treasury yields will continue.
8%

Trends in 1YR US T-Bill and Effective Fed Funds Rate

7%

Yield / Rate %

6%
5%
4%
3%
2%
1%
0%
January-00

4

January-04

Past performance is no guarantee of future results
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Trends in Banking
 Deposit levels swelled over the past year as strong deposit growth from consumer
savings was met by tempered lending from banks. This was fueled by a backdrop of
economic uncertainty and unprecedented government stimulus programs.
 Consolidation also persisted as both regional and community banks have consistently
looked to combat industry pressures by adding scale.
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Industry Deposits / Assets (RHS)
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Trends in Banking (Cont.)
 We may see M&A pick up steam in 2021 as increased transaction volume at the
end of 2020 was highlighted by the two largest merger announcements of the year.

PNC Financial Services to Buy U.S. Arm of Spain’s
BBVA for $11.6BN
Deal is one of the largest bank tie-ups since the financial crisis

Huntington Bancshares Agrees to Merge With
TCF Financial

The all-stock deal would be the latest in a recent string of regional bank tie-ups

 Reduced rates, fewer issuers and balance sheets that have grown flush with
deposits, are all factors that have presented some challenges in the Brokered CD
market.

6 Source: WSJ November 16, 2020 and WSJ December 14, 2020

New Issue Brokered CDs
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What are Brokered CDs and where to find them
 New issue CDs offered by Fidelity are
eligible for the same FDIC insurance*
coverage as a bank CD
 Like a security, held in a brokerage
account and can be traded
 New issues are issued at $1,000
minimums and increments
 No charge if purchased (online or with a
representative) as a new issue and held
until maturity**
 Fidelity aggregates brokered CDs that
compete for deposits
* For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted toward the
aggregate limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. All the new-issue brokered CDs Fidelity offers are
FDIC insured. In some cases, CDs may be purchased on the secondary market at a price that reflects a premium to their principal value. This premium is ineligible for FDIC
insurance. For details on FDIC insurance limits, visit FDIC.gov..
** Fidelity makes certain new issue products available without a separate transaction fee. Fidelity may receive compensation from issuers for participating in the offering as a
selling group member and/or underwriter.
8 Source: Fidelity.com

Screenshots are for illustrative purposes

Evaluating a Brokered CD

Issuers

Large Program Banks
Regional Banks
Community Banks

Credit Quality

High. FDIC insured up to $250K*

Tenors

1 month to 20 years

Structures

Full Maturity; Callable; Step-Up

New Issue Offering
Periods

Typically 1-2 weeks depending on
demand

Risk

Investing over $250K in one issuer

Survivor’s Option

Yes, offered on all
Screenshots are for illustrative purposes

Detailed Information
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CD Disclosure Document

* For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted
toward the aggregate limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. All the new-issue
brokered CDs Fidelity offers are FDIC insured. In some cases, CDs may be purchased on the secondary market at a price that reflects a premium to their
principal value. This premium is ineligible for FDIC insurance. For details on FDIC insurance limits, visit FDIC.gov..

Current dynamics of brokered CD market
 Despite resetting lower, steepness has been added to the brokered CD curve
 With the Fed keeping the front-end anchored, it is possible that we see added steepness as
economic conditions change and competition in the brokered CD market resumes.
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New Issue CorporateNotes
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What are Corporate Notes and where to find them
 Not an FDIC-insured deposit
 Rated by major credit ratings agencies
and subject to credit risk
 Once issued, held in a brokerage account
and can be traded
 New issues are issued at $1,000
minimums and increments
 No charge if purchased (online or with a
representative) as a new issue and held
until maturity*
 Fidelity aggregates Corporate Note
offerings on a rolling basis
Screenshots are for illustrative purposes
* Fidelity makes certain new issue products available without a separate transaction fee. Fidelity may receive compensation from issuers for
participating in the offering as a selling group member and/or underwriter
12 Source: Fidelity.com

New Issue Corporate Note Offering
 Fidelity works proactively with the issuers and other market participants to access New
Issue Notes to provide a strong product offering. More focus has been placed on this
effort as market conditions have changed.
 Offerings are posted directly on Fidelity.com and individuals can also receive alerts for
New Issue updates.
 New Issue offering periods allow for investment consideration and decision making. This
process can be more straightforward than interacting with the secondary market.

13 Source: Fidelity.com

Screenshots are for illustrative purposes

Evaluating a Corporate Note

Issuers

Financial Institutions; Large
Corporations; Niche Participants

Credit Quality

Investment Grade:
Moody’s Baa3 and better
S&P BBB- and better

Tenors

9 months to 30 years

Structures

Full Maturity; Callable; Step-Up

New Issue
Offering Periods

Typically 1-3 weeks

Risk

Typically senior, unsecured debt

Survivor’s
Option

Case by case

Detailed
Information

Prospectus

14 Source: Fidelity.com

Screenshots are for illustrative purposes

Comparing New Issue
Brokered CDs and New Issue
Corporate Notes
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Comparing Brokered CD and Corporate Bond Yields
 Yields associated with Brokered CDs and Corporate bonds can reflect risk

Brokered CD and Corporate Bond Yields
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16 Source: Fidelity.com Secondary market median yields as of 01/18/2021.
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Key Differences and Similarities of New Issue Brokered
CDs and New Issue Corporate Notes
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Brokered CDs

Corporate Notes

Similar

Different

Issuers

Large Program Banks
Regional Banks
Community Banks

Large Financial Inst.
Large Corporates
Niche Participants

Yes

Credit Quality

FDIC Insured up to 250K

Moody’s / S&P
Investment Grade

Yes

Tenors

1mo - 20yrs

9mos - 30yrs

Yes

Structures

Fixed Rate / Step-up
Callable / Non-Callable

Fixed Rate / Step-up
Callable / Non-Callable

Yes

New Issue Offering
Periods

1-2 Weeks

1-3 Weeks

Yes

Risk

FDIC Insured up to 250K

Senior Unsecured

Survivor’s Option

All

Case by case

Detailed Information

CD Disclosure Document

Prospectus

Yes
Yes
Yes

NEW!
New Issue CDs now available
on Mobile App
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CDs in Mobile – Location in “Markets”

19 Source: Fidelity Mobile App

Screenshots are for illustrative purposes

CDs in Mobile - Selecting

20 Source: Fidelity Mobile App

Screenshots are for illustrative purposes

CDs in Mobile – Order Entry & Trade Preview

21 Source: Fidelity Mobile App

Screenshots are for illustrative purposes

CDs in Mobile – Order Status

22 Source: Fidelity Mobile App

Screenshots are for illustrative purposes

CDs in Mobile – Canceling an Open Order

23 Source: Fidelity Mobile App

Screenshots are for illustrative purposes

Summary and Next Steps
24

Summary & Next Steps
Fidelity.com
1. Investors looking for fixed income should always
balance the pros / cons of liquid instruments such
as cash compared to less-liquid options.
2. Brokered CDs that Fidelity offers are FDICinsured and provide the potential to invest across
multiple different issuers, across a range of
maturities.

1 • Fidelity.com > Research >
Fixed Income
2 • “Bonds” tab or “CDs &
Ladders” tab

3. Similarly, the Corporate Notes that Fidelity offers
provide the opportunity for higher yields although
these instruments are not FDIC-insured and
investors should read the prospectus and credit
ratings.
4. Both products, when offered as new issues,
benefit from being issued at par ($1,000) and
carry no charge to purchase.
25 Source: Fidelity.com

Screenshots are for illustrative purposes

Thank You!

Important information
Minimum markup or markdown of $19.95 applies if traded with a Fidelity representative. For U.S. Treasury purchases traded with a Fidelity
representative, a flat charge of $19.95 per trade applies. A $250 maximum applies to all trades, reduced to a $50 maximum for bonds
maturing in one year or less. Rates are for U.S. dollar-denominated bonds; additional fees and minimums apply for non-dollar bond trades.
Other conditions may apply; see Fidelity.com/commissions for details. Please note that markups and markdowns may affect the total cost
of the transaction and the total, or "effective," yield of your investment. The offering broker, which may be our affiliate, National Financial
Services LLC, may separately mark up or mark down the price of the security and may realize a trading profit or loss on the transaction.
Fidelity makes certain new issue products available without a separate transaction fee. Fidelity may receive compensation from issuers for
participating in the offering as a selling group member and/or underwriter.
Any screenshots, charts, or company trading symbols mentioned, are provided for illustrative purposes only and should not be considered an offer to
sell, a solicitation of an offer to buy, or a recommendation for the security.
Views expressed are as of the date indicated, based on the information available at that time, and may change based on market or other conditions.
Unless otherwise noted, the opinions provided are those of the speakers and not necessarily those of Fidelity Investments or its affiliates. Fidelity
does not assume any duty to update any of the information.
Past performance is no guarantee of future results.
In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice
versa. This effect is usually more pronounced for longer-term securities.) Fixed income securities also carry inflation risk, liquidity risk, call risk, and
credit and default risks for both issuers and counterparties. Any fixed income security sold or redeemed prior to maturity may be subject to loss.
Displayed rates of return, including annual percentage yield (APY), represent stated APY for either individual certificates of deposit (CDs) or multiple
CDs within model CD ladders, and were identified from Fidelity inventory as of the time stated. For current inventory, including available CDs, please
view the CDs & Ladders tab.

Thank You!

Important information continued
Brokered CDs sold or redeemed prior to maturity may be subject to loss. Your ability to sell a CD on the secondary market is subject to market
conditions. The secondary market for CDs may be limited. If your CD has a step rate, the interest rate of your CD may be higher or lower than
prevailing market rates. The initial rate on a step rate CD is not the yield to maturity. If your CD has a call provision, which many step rate CDs do,
please be aware the decision to call the CD is at the issuer's sole discretion. Also, if the issuer calls the CD, you may be confronted with a less
favorable interest rate at which to reinvest your funds. Fidelity makes no judgment as to the credit worthiness of the issuing institution.
For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution that issued the CD will generally be
counted toward the aggregate limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. In
some cases, CDs may be purchased on the secondary market at a price that reflects a premium to their principal value. This premium is ineligible for
FDIC insurance. For details on FDIC insurance limits, see www.fdic.gov
A CD ladder, depending on the types and amount of securities within it, may not ensure adequate diversification of your investment portfolio. While
diversification does not ensure a profit or guarantee against loss, a lack of diversification may result in heightened volatility of your portfolio value. You
must perform your own evaluation as to whether a CD ladder and the securities held within it are consistent with your investment objectives, risk
tolerance, and financial circumstances. To learn more about diversification and its effects on your portfolio, contact a representative.
CD Model Ladders are provided for educational purposes and are not intended to serve as the primary basis for your investment, financial or tax
planning decisions. The results of the tool are based on your inputs and criteria and the tool's stated methodology.
Fidelity Capital Markets is a division of National Financial Services LLC, a Fidelity Investments company and a member of NYSE and SIPC.
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APPENDIX
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What is Fidelity’s new issue CD offering?
1. At any point in time, Fidelity typically
offers over 100 new issue CDs from 2050 different banks
2. In 2019 Fidelity offered new issue CDs
from over 700 different issuers

Brokered CDs at Fidelity
CD Issuers
$25,000
$10,000

$5,000

3. All Fidelity’s new issue CD offerings are:
o
o
o
o

Priced at par
Minimum $1000 investment
FDIC insured
No charge to invest*

Fidelity Account

4. Open for orders 24/7
Customer
For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted toward the aggregate limit
(usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. All the new-issue brokered CDs Fidelity offers are FDIC insured. In some
cases, CDs may be purchased on the secondary market at a price that reflects a premium to their principal value. This premium is ineligible for FDIC insurance. For details on FDIC
insurance limits, visit FDIC.gov.
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* Fidelity makes new-issue CDs available without a separate transaction fee. Fidelity Brokerage Services LLC and National Financial Services LLC receive compensation for participating
in the offering as a selling group member or underwriter.

