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Preface

This short book is all about TIPS — the inflation indexed
bonds. I invest in TIPS because they provide unique
inflation protection not found elsewhere.

The financial media write much more about stock
investing than they do about bond investing. Many
investors say they don’t understand bonds. With the
added complexity of inflation indexing, investing in
TIPS can be even more confusing.

Mystery no more! In this book I will share with you
all the details a retail investor would ever need to know
about TIPS and how to invest in them. I will also share
with you the tools I created to help you make decisions.

This is not a book on investment theory. Everything
is meant to be practical. I go into details most other
books gloss over. I write from a retail investor’s perspec-
tive because I am a retail investor. I learned almost
everything in this book from my own experience invest-
ing in TIPS.

No prior knowledge is required. Even if you know
nothing about TIPS now, after you read this book, I
hope you will be comfortable investing in TIPS.
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Chapter 1 Bonds Refresher

Before we dive into TIPS, let’s have a refresher for some
basic bond concepts. These concepts apply to all bonds,
including TIPS, but they are not specific to TIPS:

e How bonds are different from CDs

¢ Yield and discounting future value

e The relationship between price and yield

e Abond ladder and a bond mutual fund

e Bonds and taxes
If you are already familiar with bonds in general, you
can skip this chapter and go directly to Chapter 2.

CDs Are Bonds Too

Most people are familiar with Certificates of Deposit
(CDs). You can buy these at a bank. You give the bank a
sum of money for a specified period of time. The bank
pays you interest. When the term is up, you get your
money back.

A CD is the simplest form of a bond. It has the basic
elements of a bond. If you understand CDs, you already
understand the simplest bonds.

Issuer. The issuer of a bond is the entity that bor-
rows money from you. In a CD, the bank is the issuer.
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