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ago, so the above example is not an impossible scenario .It is true that if you 
hold the bond for the remaining nine and a half years, you will receive your 
$10,000 back, but what if you needed to sell in the interim period? The 
market value can change dramatically, and many investors do not take this 
into consideration when investing in bonds. 
 
What about bond mutual funds? Are they safer? Generally, bond mutual 
funds can be safer because they have a diversified portfolio of tens or 
hundreds of bonds, rather than a single issue. They also may have bonds of 
varying maturities, further reducing risk. However, a mutual fund never 
“comes due”, so if you suffered the fate of the previous example, and had a 
decline in principal value in your bond fund, there is no point in the future 
where the bond fund would give you back whatever principal amount you 
originally invested.  
 
Does this mean you should never own bonds? Of course not. But it is 
important to understand the risks involved in any investment you own or are 
considering making. Bonds have a role in almost every portfolio, but as part 
of a diversified investment strategy. Remember, everything is good in 
moderation! 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.T  
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