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T R A N S C R I P T 

New issue fixed income choices in a challenging rate environment 

Presenters: Richard Carter, Patrick Deignan, and Dan Fiandaca 

 

Richard Carter:  Thank you, Trey, appreciate it, and welcome everybody, thanks for 

joining today.  Our featured webinar is “New Issue Fixed Income Choices in a 

Challenging Rate Environment,” and we’ll be focusing particularly on the new 

issue brokerage CD market and the corporate notes market.  And I’m honored 

to be joined today by Patrick Deignan, Senior Vice President from Fixed 

Income in Capital Markets, and Dan Fiandaca also from Fidelity Capital 

Markets.  And so, we’ll hear more from Pat and Dan in a second, but let’s just 

quickly take a look at our agenda.  So we’ll begin with some context.  You 

know, this is an exciting time, I think many of our audience will agree, interest 

rates are on the move, and we have some interesting context there from Pat 

and Dan, as well as a look at the bank market.  Bank issuers are important for 

both CDs as well as corporates notes, and we’ll be looking then in both of 

those products in turn, new issue brokerage CDs, new issue corporate notes 

before doing a compare and contrast as we end this section.  And then, I’ll be 

taking us to look at a few quick ways of applying some of these products as an 

investment strategy through the ladder capabilities we have.  And then we’ll 

summarize and turn it over to Q&A. 

 



2 

 

 So with that, let’s begin with our look at the current interest rate environment, 

and the bank markets, and maybe Pat, I could ask you to set us the stage here. 

 

Patrick Deignan:  Sure, thank you Richard.  I’m very pleased to be on the call today.  

As mentioned, my name is Pat Deignan, and I’m a senior vice president within 

Fidelity Capital Markets managing our taxable fixed income trading and 

syndicate businesses.  So before we dive into the CD and corporate notes 

products, we thought it might be helpful to take a quick look at the interest 

rate and market environment, where we’ve been for the past couple years, 

and where we appear to be headed here in 2022.  So, for the past two years, 

as the world has been in the midst of this COVID pandemic, the Federal 

Reserve has implemented a very, very accommodative monetary policy that 

has included lowering the Fed funds rate to near zero, and also growing its 

balance sheet to roughly $9 trillion through asset purchases to combat the 

economic headwinds associated with the pandemic. 

 

So, moving on to this slide, looking at this chart here, we’ve laid out a brief 

historical look at US Treasury yields from three months to five years over the 

past two years.  As you can see, we’ve overlaid where rates were leading into 

the pandemic, where they were just a year ago, and where we are here in early 

2022.  At the outset of the pandemic, the themes in the rates markets were 
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that of rate compression and a flat yield curve inside of five years, clearly 

looking at the black line for present day, that is shifting higher, and 

meaningfully so.  Over the course of the past year as the global economy has 

stabilized and inflationary pressures appear to have taken hold, and this is 

beginning to shift interest rate expectations, going back just a few months ago 

when the Fed had deemed inflationary pressures as transitory, there were only 

one to two rate hikes priced into the latter half of this year.  You know, fast 

forward to early 2022 and that’s changed, the idea of inflation being transitory 

seems to be way behind us at this point.  The bond markets are beginning to 

price in multiple Fed fund rate hikes, that are likely to commence at this 

upcoming March FOMC meeting, so what does this all mean?  For rates on the 

front end, generally they appear to be heading higher, and that’s leading to a 

significantly steeper front end of the interest rate curve compared to where 

we’ve been for the past couple years.  So, as we move into 2022, it does 

appear as though we are at a bit of an inflection point in the rate markets.  

What are some of the things that we are focusing on in the new year in the 

rates markets?  Inflationary pressures and FOMC monetary policy will be the 

focal point.  The first thing is rate hikes, when will they occur?  How many will 

there be?  Presently the bond markets are pricing roughly four to five rate 

hikes over the course of 2022.  Now obviously, that can change, but it appears 

at this point the FOMC is poised to proceed with these rate hikes at the next 
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meeting, and several additional rate hikes will be priced in for the remainder of 

the year. 

 

Now, in addition to explicit rate hikes, we will also need to keep a close eye on 

what additional quantitative tightening measures the Federal Reserve takes.  

We expect them to complete the tapering of asset purchase over the next 

couple, few months.  There’s been a lot of discussion coming out of the 

Federal Reserve relating to the reduction of their balance sheet, and how and 

when they plan to reduce this balance sheet.  Will we see them, just allow for 

assets to mature and roll off, or will there be explicit asset sales?  Whether we 

see persistent or reduced inflation data over the coming months will be a 

significant driver of their overall policy.  The Fed has a tight needle to thread 

here, they really do, to balance fighting inflation versus the potential of 

navigating a soft landing for the overall economy. 

 

So with that just sort of brief backdrop on the state of the short-term rates 

markets, perhaps, Dan, I could hand it over to you to maybe provide a little bit 

deeper background on some of the trends that you’re seeing in the banking 

system. 

Dan Fiandaca:  Thank you, Pat.  Happy to be on the call today as well.  My name is 

Dan Fiandaca and I manage the bank CD underwriting desk here at Fidelity, 
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and I also have a leading role in the new issue corporate note process.  Now 

that we have that perspective from Pat on what’s happening in rates, I wanted 

to touch on some of the trends we have observed in the banking industry.  

Let’s first take a look at deposits in general.  Overall, we have continued to see 

elevated levels of liquidity in the banking system, which has resulted from a 

combination of factors, such as monetary policy, and the prolonged impact of 

COVID-19.  We’re showing this trend with the green line on the chart, which 

represents a ratio of industry deposits expressed as a percentage of total 

banking assets of balance sheet.  So, as we look at 2022, we expect that bank 

funding needs may begin to change as consumer funds get deployed.  In 

addition, the higher levels of liquidity, we have continued to see consistent 

consolidation, especially at the community and regional bank level, as the 

need to find scale in a challenging environment has persisted.  So, this is 

indicated by the blue bars I the chart as the total number of institutions in the 

banking industry as a whole has continued to trend lower. 

 

So Richard, if you recall, we touched on this late last year, and we were right 

with our expectations, that larger regional mergers would persist in 2021.  

However, the trend in the large-size deals we saw in 2021 may take a pause in 

2022.  I will talk about that more on the next slide, as some of the themes to 

look for in 2022 are discussed. 
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Okay, let’s first take note at the changing regulatory backdrop for the industry.  

We are going to see a changeover in leadership at both the FDIC and OCC, as 

well as a closer look to be taken at the process for larger-sized bank mergers.  

This, as well as larger merger approval backlogs at the regulators already has 

ultimately meant that larger-size mergers we’ve observed in 2021 will slow 

down.  However, I want to note here, we will still see M&A continue a theme 

for community banks and regional banks in $1 to 10 billion in asset size.  Also, 

on the theme of acquisition strategies, we continue to see a focus on banks 

looking at acquiring technology in fintech partnerships that look beyond the 

branch.  This trend, which we’ve discussed previously as well, has been moved 

further along by the impact of COVID-19, as the focus on day-to-day banking 

are increasingly pushed to mobile and online. 

 

So what does this all add up to?  Competition in the banking sector.  Not only 

between banks themselves, but from fintech and other disruptors, and not 

only from on deposits, but for banking services as a whole. 

 

Richard Carter:  Thank you, Dan, that was great, and thank you Pat, too.  So I think, 

you know, there we have it, a very dynamic market, as you said, they had a lot 

of consolidation, innovation, fintechs, and then we have Pat’s background of 
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rates rising, the economy beginning to open up.  So let’s transition now then 

to look specifically at the products, starting with the new issue brokerage CD 

market, and we’ll begin with a look at, you know, some of the basics of the 

product and where people can find them. 

 

So, as we’ve said, these are new-issue CDs, and while we offer them, they’re 

issued by banks.  They are though eligible for the same FDIC insurance that 

you would find on a normal bank CD deposit.  However these CDs, because 

they’re brokerage CDs, they can be thought of like a security.  They can be 

held in a brokerage account and they can be traded.  New issues are 

particularly interesting, and we hope easy to use for customers because they 

can be purchased in units of a thousand dollars, and increments of a thousand 

dollars, and when you purchase, there’s no charge to buy a new-issue CD, and 

there’s no accrued interest, this type of thing, so it’s very simple, you know, 

investment’s a thousand dollars, or increments thereof, and that’s what you 

find you get at maturity. 

 

And then, you know, as Dan was just illustrating, what we hope to do in our 

offering is to aggregate multiple sources of CDs so that we create this 

atmosphere of competition for your deposits, and that leads to better rates. 
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Now as far as where to find the CDs, you can see here this illustration to the 

right, this is taken from our fidelity.com site, and across the top on the tabs, if 

you go to the “News and Research” tab, click on that and go down, there’s a 

list that comes down, one of the lists says Fixed Income Bonds and CDs.  If you 

click on that, you come to our landing page titled “Fixed Income Bonds and 

CDs”.  And then, in the middle there’s a row of tabs, and what we’d like you to 

suggest to do is go along to the centers of this where it says “CDs and 

Ladders”.  And as you click on that, you’ll find as illustrated here the ladders, 

but below the ladders will be a long list of CDs.  And again, at any particular 

time, there could be anywhere from say 50 to maybe 80 or so new issue CDs 

available. 

 

So with that in terms of product background, Dan, let me maybe turn it back to 

you for a second and ask you a little bit more if you could in terms of where 

you source these CDs from and how you go about attracting the offerings that 

people see at any one particular point in time. 

 

Dan Fiandaca:  Yes, absolutely, Richard.  My underwriting team works proactively 

every day to help ensure that not only our clients have rates that are attractive 

in the product, but there’s also a selection of line items and tenders across the 

curve.  We work with CFOs, treasurers, funding managers across the country in 
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banks of all sizes to help ensure their funding needs are met.  So it’s a win for 

both the banks we partners with, as well as our Fidelity customers. 

 

Richard Carter:  Thank you, Dan.  Okay, so a variety of banks issuing.  And so, you 

know in a sense there’s a variation there.  However, of course the FDIC 

insurance that we mentioned applies to all of them, right?  So there’s a kind of 

equalizing effect that goes on, so I can understand people then looking at the 

yield, right, who want to get the best yield they can with the FDIC protection.  

What else should people be considering though as they make their 

investment? 

 

Dan Fiandaca: I would say that investment time horizon as well as keeping an eye 

on diversification and different names, so an individual can maximize 

their FDIC insurance is also very important, as you noted. 

 

Richard Carter:  Okay, great, so consider that as those investment time horizons, 

right?  So, let’s take a look actually at that particular FDIC maybe now.  We just 

chose this one at random, but the idea is to show the principle that across the 

top you’ll see an example from the offering table where there’s a long list of 

CD issuers and CDs, and you can see there in the center it highlights, as Dan 

was saying, the maturity date.  That’s when the CD will mature, the money will 
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be returned to you, the investor.  And then we have to the right here the 

details page where you could read up a more about that particular issuer. 

 

So in terms of the key points, as Dan was saying, these are issued by large 

banks and sometimes community banks, so you’ll find some names you’ll be 

familiar with, other times not.  The FDIC insurance applies to all of them up to 

$250,000 per issuer per account type, and as Dan was also mentioning the 

maturity can extend from anywhere, from a month, sometimes up to 20 years, 

so there’s plenty of choice there to find the right maturity, and I think that’s 

one thing I think right, we’d say, we’d encourage people to really consider so 

that you’re not selling a longer-dated CD prematurely.  You know, I think it’s 

far more efficient cost-wise and returnwise to just buy the CD for the time 

maturity you’re interested in and hold it.  There’s no cost to buy it, and then it 

matures, there’s no cost to transact there, so it really is an efficient way of 

investing your money. 

 

The offering period, so again, placing the order then is subject to this offering 

period, it could be anywhere from a week or two, and then the money is 

transacted in your account, and the life of the CD begins in your account.  

We’ve talked about the risk, which is again keeping inside the FDIC insurance 

limit, $250,000, and you’ll also see on the CD something called a survivor’s 
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option, which is a way that an estate could put back the CD at any time if 

someone passes away, the state inheritor of that CD and put it back to the 

issuer, and there’s no cost to do that, and you receive the par principal back at 

the time. 

 

For more information, we would advocate taking a look at our CD disclosure 

document.  It’s a single document that covers all our CD offerings, gives you a 

bit more information, and again, it’s available on our website. 

 

So, let’s say we’ve looked at that, again, the basics of the product.  Dan, 

maybe you could just help us again dive deeper into this determination of the 

rate of the yield that people are seeing?  Why do some CDS offer better yields 

than others, even from the same time period? 

 

Dan Fiandaca:  Sure.  As many of the factors discussed by Pat play a role in the rates 

on brokerage CDs, I can tell you that every single deal is different.  And 

variables such as how much funding a bank is looking for, in what tenor, and in 

what time frame can all impact the rate of a brokerage CD.  In addition to 

factors such as these, we have to also see how things line up competitively 

against banks in the market, as competition for funding starts to be more of a 
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consistent factor.  With all this being said, let’s take a look at some CD curves, 

and what the annual trends look like on the next slide. 

 

Okay, so what do we have here?  The three curves shown in the chart reflect a 

similar trend that we’ve observed in treasuries.  As you can see by the 

difference between the blue curve that is reflected at the lows of January 

2021, and the dark curve that reflects January of this year, CD rates have come 

a long way.  We can also see added steepness in the CD curve as five-year 

rates have already extended beyond what we had observed in March of 2020.  

This is depicted by the light-gray line. 

 

So what is this all telling us?  Upward pressure from rates in general, curve 

steepness, and that added backdrop of a competitive industry that will have 

added pressure for banks to attract funding has resulted in higher rates across 

the board.  It is also telling us that we expect short-term brokerage CD rates to 

increase later this year as the Fed tightens.  So while this will likely provide for 

some general curve flattening, it will also be helpful for investors that are 

looking to utilize CDs for cash management, and are also rolling into short-

term ladder strategies, which Richard will talk about more a bit later. 
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Richard Carter:  Yeah, that’s fine Dan, thank you.  Okay, great, so yeah, so very 

similar chart, as you said, to the Treasury chart, so it does bode well, right, as 

we expect the short-term rates to begin to edge up.  

 

Well thank you both very much, that was great.  Let’s move on now then to the 

second product, our new-issue corporate notes, and you know, maybe again, 

we could begin with some very simple questions.  Dan, if I could turn to you 

and ask, what are they, ad could you please just help us understand what are 

the benefits, and again, look at the risks. 

 

Dan Fiandaca:  Yes, of course, let’s take a look at the next slide and look at some of 

the key features.  Okay, so important to note, right away, they are not FDIC-

insured, okay, and they’re rated by the major credit rating agencies, and they 

are subject to credit risk.  Once they’re issued, they can be held in a brokerage 

account, just like a brokerage CD, and they’re issued in denominations of a 

thousand.  And just like a brokerage CD, there’s no charge if they’re purchased 

as new issue.  And again, similarly, we work very proactively to aggregate 

corporate notes on a rolling basis. 

 

Richard Carter:  Thanks Dan, great.  Okay, so some similarities then differences.  Just 

maybe orientate people with the screenshot.  So again, go to “News and 
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Research,” go down, find “Fixed Income Bonds and CDs,” as we showed here.  

And then across this tab, set of tabs in the center of this page, look for bonds 

this time.  And then, as you come over to click on bonds, you’ll see another set 

of tabs open up and towards the right here one called “Corporates,” and then 

you can see just below that, there’s “Corporate Notes, New Issue,” so that’s 

where to find them, you have to drill down a bit.  But as Dan was saying, 

there’s a lot of similarities, but also some important differences to the CDs. 

 

So now Dan, having said that, perhaps you could again just replay what you 

did with the CDs again.  Tell us a bit more about how you source these 

corporate notes, and what kinds of companies issue them, or banks issue 

them. 

 

Dan Fiandaca:  Absolutely.  Fidelity works proactively with issuers and other market 

participants to access new issue notes to provide a strong product offering.  

Our new issue offering periods allow for investment consideration and 

decision making.  This process can be more straightforward than interactive 

with the secondary market, just like with brokerage CDs.  Additionally, we take 

a proactive approach in making sure Fidelity customers have a strong selection 

of investment options.  We access supply directly from major financial 

institutions as they issue, and we’re also able to access deals at major 
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corporations in other sectors with household names such as GM, Toyota, Dow 

Chemical, Verizon, et cetera.  It should also be noted that when available, we 

also provide inventory from niche participants like Local Initiatives Support 

Corp, or Capital Impact.  Both of these companies have business models that 

focus on developing underserved communities.  I checked this morning, and 

we have many unique offerings with tenors ranging from 15 months to 30 

years.  So as you can see, Richard, the focus is on maintaining investment 

options in a variety of issuers and maturities. 

 

Richard Carter:  Thank you, Dan.  Yeah, interesting, right, so some similarities with 

the banks playing a role, but also stepping into the industrial type of area 

there, as issuers.  Well great, thank you.  So again, as we’ve said, Dan and the 

syndicate team, they source the corporate notes and post them on the website 

as you see here.  Let’s actually take a closer look again at what the web 

experience looks like.  You can see here at the top of the page, here’s one 

from Bank of America, a corporate note from Bank of America, again just one 

example of many, and you’ll see, some are things to think about, the maturity 

data is posted there, and you can see to the right, actually information about 

the offering period.  So again, it has a finite amount of time which to be 

available.  And then, if you click on the issue description field, where it says the 
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Bank of America, you’ll get this to the right here, this “Bond Details” page 

where you’ll find out more information about the issue itself. 

 

Now, I think as Dan was saying, these are not FDIC-insured, so that’s the key 

takeaway.  And so, one of the important things to look at and study is the 

credit quality, because that is really what we’ll have as a best guide to the 

survivability, shall we say, right, of this issuer.  And you know, as Dan may have 

said, the selection that we provide for corporate notes is investment grade, 

which means Moody’s Baa3 and better, and higher, or S&P BBB- and better.  

So, pretty good credit quality all around, they do vary, and so that’s the key 

criterion.  And then I would say, you can see here some of the similarities of 

the CDs, different tenors, different structures, callable, some not callable.  But 

it’s important in this case, go down to the bottom and read the prospectus.  So 

unlike the CD where the FDIC insurance makes the CDs very similar, in this 

case, the prospectus of each of these notes can be, these are a very specific 

guide to each particular offering, and will help you understand a bit more 

about the structure of the product, the position and the capital structure of the 

company.  So again, we would encourage people to read up on that. 

 

Now, let’s now take another look at the fact that people will clearly look at the 

page and want the best yield they can, and you know, with that in mind, 
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summarize some of these key differences and similarities between two 

products, as a way of finely highlighting the differences.  So maybe Dan, you 

could take us, through this first, and then maybe Pat? 

 

Dan Fiandaca:  Thank you, Richard.  You’re bringing up a very key takeaway from 

today’s discussion.  So let’s take a look at the next section to help explain the 

dynamic between brokerage CDs and corporate notes.  I’m going to go 

through this table so we have a full understanding. 

 

So first off, who are the issuers?  For brokerage CDs, we have large program 

banks, regional banks, community banks as the issuers of the product.  Now 

for corporate notes, it’s similar but different.  We have large financial 

institutions which can often appear in the brokerage CD product as well.  In 

addition to that, we have large corporations, similar to those that I mentioned: 

GM, Dow, Verizon, and we also have niche participants, some of others that I 

mentioned previously.  So effectively, they are different in terms of their 

issuers.  Now with regards with credit quality, again, a theme that has come 

throughout this presentation.  FDIC insurance applies to brokerage CDs up to 

$250,000, whereas for corporate notes, you do have credit risk.  We provide 

investment grade Moody’s and S&P issuers in our new issue offerings.  Tenors, 

they’re very similar.  One month to 20 years for brokerage CDs, nine months to 
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30 years for corporate notes, so they are similar in that regard.  Structures, 

again, very similar.  Fixed rates, step-ups, callables, non-callables, the same is 

for both brokerage CDs as well as corporate notes in that regard.  New issue 

offering periods, one to three weeks, very similar as well.  Now for risk, again, 

the theme here, FDIC insurance for brokerage CDs.  And these are senior 

unsecured debt instruments for the issuers and corporate notes.  Survivor 

options.  Brokerage CDs, yes, all of them carry a survivor option.  However this 

can be case-by-case in the corporate notes.  And then finally, detailed 

information.  You receive a CD disclosure when you purchase a new issue 

brokerage CD, whereas the prospectus accompanies the corporate notes.  So 

again, they’re different in that regard. 

 

Now, when it comes to risk, we’ve talked about FDIC insurance, we’ve talked 

about corporate notes and how they can vary.  Pat’s going to walk us through 

from the yield and trading perspective where these products measure up. 

 

Patrick Deignan:  Sure, thanks Dan.  As you noted on the previous slide, there are 

really some distinct differences between the brokerage CD and corporate note 

products.  Just taking a look at this chart above, we’ve laid out a current yield 

curve comparing brokerage CDs to various investment grade corporate bond 

curves.  As one might expect given the FDIC insurance associated with the 
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brokerage CD curve, here in black it lays right on top of the AAA corporate 

bond curve which we have highlighted in green.  Further to that, it should 

come really as little surprise as we move up in the chart, the yield curves move 

higher as you can see, AA-rated in red, A-rated there in yellow, and then lastly 

at the top, lowest credit rating that we show, BBB-rated in blue. 

 

So what is this all telling us?  I think, when we compare these fixed income 

products, there really is a risk-return tradeoff that exists, and that typically 

shows inherently higher yields for investors as they move out the credit 

spectrum.  This is a really important dynamic for investors to understand. 

A couple of things I’d also call out as it relates to comparing CDs to corporates, 

one phenomenon is that CD rates tend to be somewhat inelastic when there’s 

two-way volatility in the rates markets.  Often, it can take a few weeks for CDs 

rates to ultimately reset, and it's typically once the market has sort of settled in 

to a trading range.  On the flipside of that, corporate note rates tend to react 

much more quickly to the fluctuations in the rates markets.  I’d also note that 

the spread differential between CDs and corporate notes can fluctuate as well. 

 

This is just a snapshot from a couple weeks ago.  Going back over the years, I 

mean there have been times where brokerage CDs have traded meaningfully 

cheap to AAA corporates.  I think generally speaking, this really is a function of 
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the demand for deposits from banking institutions.  I’d say, just in the current 

environment, the banking system is flush with excess reserves coming out of 

the Federal Reserve’s quantitative easing policy.  I believe it is possible as the 

Fed begins to unwind their balance sheet, thus reducing excess reserves in the 

banking system to go along with renewed loan growth from banks, it could 

create a shift upward on CD rates.  One last thing I just mentioned and maybe 

I’m repeating, I mentioned that all the new issue corporate notes offered 

through our platform are all investment grade-rated or better by Moody’s and 

S&P. 

 

Richard Carter:  Thank you Pat, that’s really helpful, and Dan too, great slide before.  

But yeah, this is very interesting isn’t it to see this spread dynamic at work, 

which you said Pat is, investment grade but it is close to not being investment 

grade, right, BBB is the last stop.  But it's choice, right?  People have that 

choice, they could take the risk, and you could see quite a high yield 

differential even in this age of tight spreads, is there’s still quite a pickup there. 

So thank you very much, that was excellent.  Let’s now move to our final formal 

section today, and that is to look at the applicability of these products through 

a ladder strategy, and we’ll be focusing particularly on CDs.  Now, you know, 

Fidelity didn’t invent the ladder strategy; many of our audience may have 

heard of it of course before, bond laddering.  IT’s a very popular and well-tried 
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and tested way of hedging interest rate risk by investing throughout the yield 

curve, as Pat was showing, the yield curve is upward-sloping right now; there 

are better rates to be had by extending one’s maturity commitment.  However, 

that does mean your money is less liquid, right, you have to tie it up for that 

period in time.  So a ladder is this way of trying to optimize a bit of both, 

having some short-term investments to provide that liquidity at a short interval, 

and then also some longer-term investments to pick up a better rate. 

 

So now let’s look at our tool here that we speak of, and discuss model CD 

ladders.  What makes them model CD ladders, right?  So the idea of the model 

is that we have these set frameworks of one, two, and five-year CD ladders, 

and you can see them in this picture here to the right.  Now, we’ve seen this 

page before, right, so it’s in our websites, on the investment products, on the 

News and Research, Fixed Income, and from there tab along to the CDs and 

ladders tab where you’ll see these model CD ladders, and again below the 

ladders will be the individual CDs that we’re offering at this point in time. 

 

Now the idea of the modeling is to both provide that framework, but also to 

give a preview of the best rates that are available on the Fidelity platform at 

that point in time if you click onto this page.  So this, these rates and these bar 

charts are continuously updated throughout the day and night even, and you 



22 

 

can see here we have three models, the one-year, the two-year ladder, and 

then the five-year ladder.  And you can see each of them have these different 

CD investments.  So for example, the one-year ladder has four different CDs, a 

three, a six, a nine and 12-month.  The two-year has, again, four CDs, the six, 

12, 18 and a 24-month, and whereas the five-year ladder has yearly intervals, 

one, two, three, four, five CDs again throughout that investment. 

 

So that’s the basic framework, and you can see as Pat’s charts were showing 

earlier, right now we have this upward-sloping yield curve, where, you know, a 

one-year CD now is at 50 basis points, at half-a-percent, and the two-year has 

now eclipsed 1%.  I think this screenshot is a bit old still, isn’t it, so there’s even 

better rates probably available live today. 

 

So now, let’s walk through the tool that we’ve set up around these rates, and 

it’s fairly simple, really,  The first step is to choose which of the frameworks 

you’d be interested to invest in, either the one-year, the two-year, or the five-

year ladder.  And then having chosen one of those, you go down a funnel, if 

you like, and the first question that you’ll be asked is which account would you 

like to invest in.  If you recall, these are brokerage CDs, they’re held in a 

brokerage-type account, it could be an IRA as well.  And then, the second 

question is, how much would you like to invest in the strategy.  So the 
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minimum for a CD as we discussed earlier was $1,000, so the minimum for a 

four-rung ladder as shown in the one- and the two-year is $4,000.  The 

minimum for a five-year ladder would be $5,000.  So you can do multiples of 

that, and the tool actually can also handle larger multiples and even multiples 

that would go beyond the 250,000, and buy more CDs in order to disperse 

that risk. 

 

So then comes the interesting question, which is how do you want to handle 

the maturity of these CDs?  So, the fundamental way in which a CD works is 

that once the maturity date arrives, you would receive your money back into 

your core account, or core cash account at Fidelity, and there’d be no 

transaction charge as we mentioned, and you would receive a principal.  So if 

it was $1,000 you had invested, you would receive $1,000 back, plus any 

coupon payments. 

 

And you can see in this picture to the right, it tries to illustrate what happens 

here with the CD context in mind, that if it’s a one-year ladder, the first CD to 

mature will be the three-month.  Now, so once those three months have 

elapsed, again, the principal is deposited back into the core cash account, so 

you could use that spending for re-investment in something else, or whatever 

is your choice.  And then you can see as time goes on, the six-month CD will 
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be next three months later, and then three months after that, the nine-month 

CD will mature, and so on, and so on.  And eventually, the whole ladder will 

mature back into your account, you’ll receive the cash, and some return 

through the coupon.  So that’s the base case, if you like, how that will end its 

life. 

 

Now what we have done here is to have a second choice, and you can see it, it 

says, reinvest the maturing principal automatically via auto-roll.  Now auto-roll 

is something Fidelity has developed to both the benefit of CDs and treasuries, 

and in its standalone form, it reinvests in a like-for-like.  So if you have a one-

year CD, for example, it’ll invest in another one-year CD once that one-year 

CD matures.  But in the latter context, it looks slightly differently, and this 

picture here to the right tries to illustrate that where you see again the three-

month CD will be the first to mature.  Now in the ladder context, instead of 

buying another three-month CD, the auto-roll process will buy a 12-month CD, 

so essentially buying at the end of a ladder.  So if it’s a two-year ladder, the 

maturing six-month CD will be reinvested in a 24-month, or two-year CD as 

part of the auto-roll.  And the idea for this as you can see is that the ladder 

would then keep on, keep its life infinitely actually until you choose to stop it, 

continuing picking up the best rate there is at the end of the maturity 

spectrum.  As we’ve just seen, you know, with the upward-sloping yield curve, 



25 

 

that it's even more advantageous to pick up a high enough yield relatively 

speaking to the other parts of the ladder.  And so, you can imagine over time, 

once all the CDs have matured and been reinvested, they would all have been 

reinvested in the lengthiest piece of the ladder, picking up that opportunity of 

the upward-sloping yield curve.  But at the same time, you’d ride the benefit of 

the liquidity, where in a one-year CD every three months you will have a 

maturity, and if you didn’t want to have it auto-roll any longer, you could step 

out of the auto-roll process and you know it would allow you that flexibility of 

liquidity.  So it gives you that optionality I think is a very nice way of putting it.  

You have the flexibility should you want liquidity at assigned times, no need to 

trade it, no need to incur a fee, and at the same time, you would be assured of 

reinvestment at the best rates available when that time comes. 

 

All we ask for as part of this process is that you sign up for the auto-roll 

subscriber agreement, that gives us the authorization to reinvest, as well as 

subscribing to the new issue auto-roll alerts, because obviously people being 

people, we tend to forget what we’ve done.  It’ll remind one of the maturity 

that’s coming up, and that you’re in the auto-roll program, so that if you 

wanted to stop it, you could, as a little reminder when the time comes, or 

again just for your informational purposes, inform you that you’re going to be 

auto-rolled, and it will actually tell you in another email which CD has been 
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selected so you can take a look at it before even then, before the final 

transaction happens. 

 

So hopefully that helps provide a little color.  Take a look at that if you have 

some interest on my website.  Let’s now wrap it up, and we’ll be looking 

forward to taking some questions soon.  So Pat and Dan, maybe I could ask 

you to just summarize in a few quick words what we’ve learned today, and you 

know, how people should think about new-issue CDs and corporate notes. 

 

Patrick Deignan:  Sure, well Richard, thank you.  I think there are definitely a few 

things that we’d want to highlight here.  I think from my perspective, first off, I 

think just recall, fixed income investing allows investors the opportunity to 

trade off credit risk and time commitment as they are seeking yield.  And this is 

truly a risk-return tradeoff that the investor needs to consider.  In addition to 

that, I would mention that we talked a lot about brokerage CDs.  You know, 

keep in mind, these are FDIC-insured instruments and provide investors 

flexibility really to invest across multiple issuers and across a diverse range of 

maturities.  And this diversification really is critical when trying to maximize 

FDIC coverage across multiple issuers while you’re trying to satisfy your cash 

management needs.  I don’t know, how about you Dan, anything from your 

perspective? 
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Dan Fiandaca:  You know, similar to what you’ve mentioned, Pat, corporate notes, 

while they provide higher yields, they’re not FDIC-insured, and they carry 

credit ratings, and we’d encourage anyone to look through the prospectus to 

understand their issuers better.  In addition to that, both products are easy to 

buy. They come at no charge when bought as new issue, and trade in 

increments of a thousand.  With that, I think we could take some questions. 

 

Richard Carter:  Great, thank you Dan, thank you Pat, fantastic.  And let’s, I’m sorry 

one second, let us do that.  We have to just show this page.  So thank you to 

the audience, and thank you both as presenters. 

 

END OF AUDIO FILE 

 

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.  
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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. 

 

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. 

 

Fidelity Brokerage Services LLC, member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917.  
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