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A Fresh Look at
Defined-Maturity
Bond Funds

Defined-maturity funds seek to strike a
middle ground between bonds and bond
funds: They mature on a specified date and
return capital to shareholders, but they are
also professionally managed and benefit
from economies of scale.

BY CHARLES ROTBLUT, CFA
|

Defined-maturity funds were first launched in
2010 and continue to be an option for income-seeking
investors. These hybrid investment vehicles share advan-
tages attributable to owning actual bonds and to investing
in bond funds.

As the name implies, defined-maturity bond funds ma-
turelike bonds do. At maturity, investors receive a distribu-
tion equivalent to the fund’s net asset value (NAV). These
funds are intended to be a solution for investors who desire
certainty with the timing of cash flows or wish to stagger
their interest rate exposure but do not want to invest in
individual bonds. Defined-maturity funds are a solution
for investors who prefer not to purchase individual bonds
or desire to have a professional manager determine what
bonds to own and which to avoid.

As hybrid investment ve-
hicles, defined-maturity bond
funds come with both com-
promises and unique charac-
teristics that should be under-
stood and considered before
purchase. The complexities
lie not only in the structure
of the funds themselves, but
also in the differences be-
tween bonds and bond funds.
Understanding how these two differ helps to better under-
stand the role that defined-maturity funds can play in a
portfolio.

We first discussed these funds in 2013 (“Defined-
Maturity Funds: A Bond Alternative With Compromises,”

As hybrid investment
vehicles, defined-maturity
bond funds come with
both compromises and
unigue characteristics
that should be understood
and considered before
purchase.

Charles Rotblut, CFA, is a vice president

at AAll and editor of the AAIl Journal. Find
out more at www.aaii.com/authors/charles-
rotblut and follow him on Twitter at twitter.com/
CharlesRAAII. Rotblut will speak at the 2019
AAIll Investor Conference in Orlando this fall.
Go to www.aaii.com/Jconference for more details.

October 2013 AAII Journal). Since the article’s publication,
several of these funds have matured, giving us insights on
what investors have experienced. In this update, we dis-
cuss those insights. We also compare and contrast the of-
ferings from Fidelity, Invesco and iShares.

Since many of you may not be familiar with these funds,
we start our discussion by providing an overview of what
defined-maturity funds are and how they compare/con-
trast to both bonds and traditional bond funds.

Bonds Versus Bond Funds

The underlying premise for defined-maturity bonds
lies in the key differences between bonds and bond funds:
maturity versus perpetuity.

Bonds cease to exist at maturity while bond funds are
designed to last into perpetuity. The difference affects the
return of capital an investor can expect at the time they
make an investment.

Bond Maturity

A bond is essentially a loan to a corporation or govern-
ment entity. A bond promises its owner a set amount of
interest payments and full payment of the note’s balance—
typically $1,000 in the U.S.—on a specified date (the ma-
turity date). These characteristics enable an investor to
determine the amount and timing of cash flows they will
receive. For a traditional bond, the issuer will pay a pre-
specified amount of interest and, at maturity, will pay the
par value of $1,000. Unless the issuer defaults, these are
set amounts for traditional, noncallable bonds. This is why
bonds are described as providing return of capital. Thanks
to this characteristic, an investor can calculate their future
return based on their purchase price and the prevailing
yield, as long as they hold the bond to maturity.

Abond fund—whether it is a mutual fund, an exchange-
traded fund (ETF) or a closed-end fund (CEF)—is a managed
portfolio of bonds. A fund’s manager invests in a number
of bonds meeting the criteria specified by the fund’s ob-
jective. Should a bond mature, the fund manager will
typically reinvest a fund’s proceeds into a new bond. Quite
often, bonds are sold from the portfolio before maturity
as the fund’s manager seeks to manage yield, duration (a
bond’s or a portfolio’s sensitivity to interest rate changes),
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An Example of What Happens at Maturity

The iShares iBonds Sep 2018 Term Muni Bond ETF (IBMG)
started trading in March 2013. At its inception, the fund
had approximately five and a half years until its end date of
September 2018.

The fund ceased trading on September 1, 2018. Its end-
ing net asset value (NAV) of $25.45 was 1.2% above its NAV
at inception. This increase was a capital gain for those who
bought the fund on its inception date. The actual realization
of a capital gain or loss depended on the price paid for the
fund and the selling price if shares of the fund were sold prior
to its liquidation.

Shares of the fund stopped trading on its last day. The
distribution of the fund’s assets was a return of capital.
BlackRock typically distributes the assets two business days
after its defined-maturity bonds stop trading. Shareholders do
not pay a brokerage commission on the distributed amount
since it is not considered a trade.

A Form 1099 is issued and may have three classifications:
» Liquidation Distribution: A return of capital that is not

taxable to the investor. Depending on the price paid for

the fund’s shares, each individual shareholder may have

a capital gain or loss for tax purposes.

» Exempt-Interest Dividend: This interest is not subject to
income tax as long as the ETF had more than 50% of its
assets invested in municipal securities. This is the type
of distribution iShares’ municipal iBonds funds have paid
since inception.

» Taxable Interest Income: This is taxable income at
ordinary income rates. This is the type of distribution
iShares’ corporate iBonds funds have paid since inception.

Source: “iBonds ETFs: Fund Maturities Case Study,” iShares.

diversification and security selection.

More importantly, the typical bond fund is designed to
last into perpetuity. In order to realize the return of their
invested capital, shareholders must sell their shares at
prevailing prices. Since the price of a fund’s shares fluctu-
ates, there is no approximate dollar amount investors can
plan on receiving in the future. The distributions paid by a
bond fund also fluctuate depending on the composition of
the portfolio and how the manager changes the holdings
in response to shifting market conditions and interest rate
expectations.

It is very possible to realize a loss of capital with a bond
fund. If interest rates rise between the time an investor
purchases and sells the bond fund, the fund’s share price
may drop in value, causing a loss for the investor. Poten-
tially offsetting this decrease are the distributions paid by
the fund, the change in the fund'’s yield, the portfolio deci-
sions made by the fund manager and the length of time the
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investor holds the bond fund.

(It is also possible to realize a capital loss on an individ-
ual bond. This would occur if the bond was purchased at
too high of a premium, its issuer defaults or the bond falls
in value. The latter can be caused by an increase in inter-
est rates and/or a changed perception of the bond’s credit
quality.)

Bond Liquidity

Bond funds hold a key advantage in terms of bond
purchasing power. Though U.S. bonds have a par value of
$1,000, they typically trade in far larger quantities. A round
lot of municipal bonds is $100,000. An individual investor
can find bonds trading in smaller lots, such as $5,000, but
as the size of the transaction decreases in dollar amount,
so do the choices of bonds available for purchase. It can
also be more difficult to sell smaller lots of bonds than it is
to sell larger lots. Anytime the pool of would-be buyers or
sellers shrinks, the opportunity for mispricing increases.
This mispricing can work for and against smaller buyers of
bonds, depending on prevailing prices.

Fund managers, conversely, have the ability to buy and
sell large blocks of bonds. This gives them a greater selec-
tion of bonds and the ability to interact with a bigger range
of buyers and sellers. Plus, since fund managers work with
professional traders, they can get better pricing and lower
transaction costs.

The Defined-Maturity Fund Solution

Defined-maturity funds seek to strike a middle ground
between bonds and bond funds. Like bonds, these funds
mature on a specified date and return the capital to share-
holders. Like bond funds, they are professionally managed
and benefit from economies of scale that a large portfolio
offers.

Defined-maturity funds mature during the year listed
in their names. For example, the Invesco BulletShares
2020 Corporate Bond ETF (BSCK) will mature on or about
December 15, 2020. Shortly after this date, the fund will re-
turn its proceeds to shareholders. This is an important dis-
tinction from most target date funds, which continue their
existence after the year in their
names are reached. (For more

information about target date A blg‘ adl{antag e af_the
u termination dates is
funds, see “A Second Look at -
the ability to manage
How Target Date Funds Change . .
interest rate risk.

Their Allocations” in the June
2016 AAII Journal.)

Abigadvantage of the termination dates is the ability to
manage interest rate risk. An investor can build the equiv-
alent of a bond ladder by investing in defined-maturity
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funds with different maturity dates. This allows them
to stagger their exposure to changing interest rates
instead of relying on forecasts that may or may not
prove to be correct. The known termination date also
provides a comparatively higher level of certainty in
the timing and amount of cash flows relative to tradi-
tional bond funds.

Defined-maturity funds are actual funds. Inves-
tors buy shares in a fund that holds a portfolio of
bonds maturing around a specified date. Within the
limitations specified in the fund's objective, the fund
manager has the ability to adjust the portfolio, in-
cluding replacing bonds. Bonds may also be added to
or removed from the portfolio in reaction to purchas-
es or redemptions from shareholders. This means in-
vestors are not buying into a static portfolio of bonds
that are held until maturity but rather are purchasing
a managed portfolio that evolves up until its maturity
date.

Turnover rates—a measure of how often securities

are held within a portfolio—are generally pretty low but
do vary by fund and what is invested in. The highest lev-
els of turnover occurred in the high-yield offerings from
Invesco. These funds also had the highest tax-cost ratios.
Neither fact is surprising, given the type of investments
targeted. (High-yield bonds and high-yield bond funds are
best held in tax-preferred accounts such as a traditional or
Roth IRA by investors seeking to minimize their potential
tax liabilities.)

Since these are actual funds, investors get the advan-
tages of active management and effective buying power.
The fund managers have access to the expertise of bond
analysts and bond traders to assist with decisions regard-
ing credit quality, valuation and bond selection. They also
have access to a larger amount of data than the typical in-
dividual investor has and are better equipped to assess the
attributes of bonds from municipalities or businesses that
an individual investor may not be familiar with. The trad-
ers a fund uses have a better understanding of the market
and can get more favorable pricing. Plus, due to the sheer

Allocation Shifts to Cash as Maturity Date Approaches

Unlike traditional bond funds, defined-maturity bond funds liquidate after they reach their stated maturity date. Distributions from

the liquidation are paid to the funds’ remaining shareholders.

This characteristic leads to a shift in allocations as the maturity date approaches. Proceeds from maturing bonds are allocated to
cash and cash equivalents rather than reinvested into new bonds. Figure 1 provides an example of this evolution. It plots the change
in allocation during the last year of the Invesco BulletShares 2017 High-Yield Corporate Bond ETF (BSJH).

Investors preferring to maintain exposure to bonds can sell the maturing funds and reinvest the proceeds in a more recently
launched defined-maturity fund as opposed to waiting for the fund they own to liquidate.

FIGURE 1

Change in Allocation as Maturity Date Approached

BSJH exposure timeline
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amount of dollars available to invest, a fund’s portfolio is
often more diversified than what most individual inves-
tors could create for themselves by buying bonds of similar
maturities.

The disadvantage, of course, is that these are actively
managed funds. Shareholders are reliant on the deci-
sions of the fund manager and their team. If a fund man-
ager makes poor bond choices or trades in a manner that
creates taxable events, shareholders will be adversely af-
fected. There is also no ability to customize, such as only
owning bonds qualifying for exemptions from a specific
state’s taxes. Furthermore, the cumulative expenses paid
by a shareholder may be more than the commissions paid
for individual bonds.

How Defined-Maturity Bond Funds Work
Defined-maturity bond funds

hold a portfolio of bonds set to The bonds held by the'
mature near the fund's expira- ::Z”d can ble rsplacedtln
tion date. The bonds held by € years [eading up 1o
. the maturity date at the
the fund can be replaced in the o p
manager’s discretion.

years leading up to the maturity
date at the manager's discretion.
Such trades could occur if a bond is called, the credit out-
look changes, inflows or outflows from the fund alter the
cash balance or other similar reasons. As such, it is pos-
sible for these types of funds to generate capital gains or
losses for shareholders holding them in a taxable account.

Most taxes incurred over an investor’s holding period
are likely to be attributable to distributions of income.
BlackRock’s iBonds, Fidelity's defined-maturity funds and
Invesco’s BulletShares all make monthly distributions.

Near the specified termination date, a defined-maturity
bond fund will be liquidated, and the proceeds will be dis-
tributed to shareholders. At that time, the fund will cease
to exist. Investors wishing to access their investment dol-
lars sooner can sell their shares in the fund prior to the ex-
piration date.

The termination date of the fund will be listed in the
prospectus. The Fidelity Municipal Income 2021 fund
(FOCEX) “will be liquidated shortly after June 30 of the
funds target year.” Notice the terminology used. The ma-
turity dates listed for these funds are not exact. And the
maturity dates of the bonds held by these funds are not
identical. Rather, the bonds held in these funds mature
within a certain window of time leading up to the termi-
nation date of the fund. Data provided by Fidelity, Invesco
and iShares showed some variance in the actual liquida-
tion dates. Investors have the option of selling their shares
before liquidation occurs.

As bonds mature in the final year of the fund, the
proceeds may be invested in cash-equivalent securities.

10 AAIl JOURNAL SEPTEMBER 2019

Fidelity’s funds may hold municipal money market securi-
ties. Invesco’s funds have the option of holding U.S. Trea-
sury bills and investment-grade commercial paper. The
iShares funds may hold money market funds affiliated with
BlackRock Fund Advisors. As the transition to these cash
equivalent securities is made, the fund's yield will likely
drop. This would particularly occur in the final months of
a fund’s intended life-span, with the intent of the fund’s
assets entirely consisting of cash by the termination date.
Figure 1 in the box on page 9 provides an example of how
a defined-maturity fund’s allocation evolves as it nears its
maturity date.

At termination, the fund’'s balance is distributed to
shareholders, less any final expenses withheld from the
balance. The amount may be more or less than what a par-
ticular shareholder paid for the shares. This aspect is akin
to individual bonds. Investors who paid a premium rela-
tive to the liquidation value of a fund (which would be the
same as paying above par value for a bond), would receive
less in final proceeds than what they paid for the fund. A
capital loss could be claimed in their situation if the fund
was held in a taxable account. A capital gain would be real-
ized if the purchase price of the fund turns out to be below
the fund's final value at liquidation (akin to buying a bond
below its par value).

Both BlackRock and Invesco list their funds’ yield to
maturity on their respective websites. Yield to maturity
calculates the present value of future cash flows relative
to the prevailing net asset value. Their figure provides a
bond-like figure to help you determine the future income
return on a given day. BlackRock provides a calculator
showing the acquisition yield for its funds. It adjusts the
yield to maturity based on the price paid and the expense
ratio. The calculator can be found near the bottom of each
iBonds ETF's page. As is the case with any ETF, seek to pay
the quoted net asset value or a price below it.

Fidelity's defined-maturity funds trade only at net as-
set value because they are mutual funds. The investment
firm maintains the right to close these funds to new share-
holders. Fidelity includes language in its prospectus to the
effect that it also anticipates closing its defined-maturity
funds to new purchases, both by prospective and current
shareholders, during the 12-month period leading up to a
fund’s maturity date. Because iShares and Invesco funds
are ETFs, they never close to new investors. Shares in their
funds are purchased on the open market instead of direct-
ly from the fund sponsor, as is the case with the Fidelity
funds.

Characteristics of the Funds

Table 1 shows a listing of the defined-maturity funds
available as of July 1, 2019. As the funds with the nearest
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TABLE 1
Defined-Maturity Bond Funds

Fund Name (Ticker i Total Assets ($ Mil Inception Date
Fidelity (www.fidelity.com)

Fidelity Municipal Income 2021 Fund (FOCFX) 34 5/19/2011
Fidelity Municipal Income 2023 Fund (FCHPX) 2.07 0.40 23 4/23/2011
Fidelity Municipal Income 2025 Fund (FIMSX) 2.00 0.40 16 5/25/2017

Invesco (www.invesco.com)

Invesco BulletShares 2020 Corp Bd ETF (BSCK) 2.50 0.10 1,770 3/28/2012
Invesco BulletShares 2021 Corp Bd ETF (BSCL) 2.76 0.10 1,568 7/16/2013
Invesco BulletShares 2022 Corp Bd ETF (BSCM) 2.95 0.10 1,290 7/16/2013
Invesco BulletShares 2023 Corp Bd ETF (BSCN) 3.09 0.10 766 9/16/2014
Invesco BulletShares 2024 Corp Bd ETF (BSCO) 3.35 0.10 531 9/16/2014
Invesco BulletShares 2025 Corp Bd ETF (BSCP) 3.33 0.10 291 10/7/2015
Invesco BulletShares 2026 Corp Bd ETF (BSCQ) 3.38 0.10 124 9/13/2016
Invesco BulletShares 2027 Corp Bd ETF (BSCR) 3.60 0.10 68 9/26/2017
Invesco BulletShares 2028 Corp Bd ETF (BSCS) — 0.10 32 8/8/2018
Invesco BulletShares 2020 HY Corp Bd ETF (BSJK) 5.05 0.42 1,097 9/23/2013
Invesco BulletShares 2021 HY Corp Bd ETF (BSJL) 5.25 0.42 782 9/16/2014
Invesco BulletShares 2022 HY Corp Bd ETF (BSJM) 5.65 0.42 467 9/16/2014
Invesco BulletShares 2023 HY Corp Bd ETF (BSJN) 5.73 0.42 224 10/7/2015
Invesco BulletShares 2024 HY Corp Bd ETF (BSJO) 5.50 0.42 91 9/13/2016
Invesco BulletShares 2025 HY Corp Bd ETF (BSJP) 6.00 0.42 76 9/26/2017
Invesco BulletShares 2026 HY Corp Bd ETF (BSJQ) = 0.42 26 8/8/2018

Invesco BulletShares 2021 USD Emerging Markets Debt (BSAE) — 0.29 856 10/4/2018
Invesco BulletShares 2022 USD Emerging Markets Debt (BSBE) = 0.29 1,097 10/4/2018
Invesco BulletShares 2023 USD Emerging Markets Debt (BSCE) — 0.29 782 10/4/2018
Invesco BulletShares 2024 USD Emerging Markets Debt (BSDE) — 0.29 467 10/4/2018

iShares (www.ishares.com)

iShares iBonds Dec 2020 Term Corp ETF (IBDL) 2.49 0.10 1,150 12/2/2014
iShares iBonds Dec 2021 Term Corp ETF (IBDM) 2.67 0.10 1,164 3/10/2015
iShares iBonds Dec 2022 Term Corp ETF (IBDN) 2.84 0.10 877 3/10/2015
iShares iBonds Dec 2023 Term Corp ETF (IBDO) 3.02 0.10 747 3/11/2015
iShares iBonds Dec 2024 Term Corp ETF (IBDP) 3.24 0.10 521 3/11/2015
iShares iBonds Dec 2025 Term Corp ETF (IBDQ) 3.30 0.10 444 3/11/2015
iShares iBonds Dec 2026 Term Corp ETF (IBDR) 3.39 0.10 280 9/13/2016
iShares iBonds Dec 2027 Term Corp ETF (IBDS) 3.47 0.10 174 9/12/2017
iShares iBonds Dec 2028 Term Corp ETF (IBDT) — 0.10 65 9/18/2018
iShares iBonds Mar 2020 Term Corp ETF (IBDC) 2.27 0.10 144 7/9/2013
iShares iBonds Mar 2023 Term Corp ETF (IBDD) 2.88 0.10 79 7/9/2013
iShares iBonds Mar 2020 Term Corp ex-Fncl ETF (IBCD) 1.94 0.10 88 4/17/2013
iShares iBonds Mar 2023 Term Corp ex-Fncl ETF (IBCE) 2.69 0.10 26 4/17/2013
iShares iBonds Sep 2020 Term Muni Bd ETF (IBMI) 1.22 0.18 354 8/12/2014
iShares iBonds Dec 2021 Term Muni Bd ETF (IBMJ) 1.38 0.18 283 9/1/2015
iShares iBonds Dec 2022 Term Muni Bd ETF (IBMK) 1.52 0.18 295 9/1/2015
iShares iBonds Dec 2023 Term Muni Bd ETF (IBML) 1.71 0.18 176 4/11/2017
iShares iBonds Dec 2024 Term Muni Bond (IBMM) 1.84 0.18 68 3/20/2018
iShares iBonds Dec 2025 Term Muni Bd ETF (IBMN) — 0.18 26 11/13/2018
iShares iBonds Dec 2026 Term Muni Bd ETF (IBMQ) — 0.18 5 4/2/2019
iShares iBonds Dec 2027 Term Muni Bd ETF (IBMP) — 0.18 5 4/9/2019
iShares iBonds Dec 2028 Term Muni Bd ETF (IBMQ) = 0.18 4 4/16/2019
iShares iBonds 2021 Term HY and Inc ETF (IBHA) = 0.35 13 5/7/2019
iShares iBonds 2022 Term HY and Inc ETF (IBHB) = 0.35 10 5/7/2019
iShares iBonds 2023 Term HY and Inc ETF (IBHC) — 0.35 13 5/7/2019
iShares iBonds 2024 Term HY and Inc ETF (IBHD) — 0.35 13 5/7/2019
iShares iBonds 2025 Term HY and Inc ETF (IBHE) — 0.35 13 5/7/2019

Source: Morningstar. Data as of June 30, 2019.
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Will | Get My Investment Back at Liquidation?

Bonds are often viewed as preserving capital because, at ma-
turity, investors receive a payment equal to par value in addition
to the final interest payment. Par value is the amount of debt that
the bond issuer asks to borrow and agrees to repay at maturity.

Defined-maturity bond funds are not debentures but rather
funds that own a portfolio of bonds with similar maturity dates.
At maturity, these mutual and exchange-traded funds (ETFs)
liquidate their portfolios and distribute their assets to their
shareholders.

There is no stated par value as with a bond. Rather, what is
distributed is an amount equal to the value of assets owned by
each share of the fund. This underlying amount is a fund’s net
asset value (NAV).

Fidelity, Invesco and iShares provided us with data about
what has actually happened with their respective defined-maturity
bonds. In most cases, investors who bought the funds at incep-
tion and held them until liquidation received a distribution in
excess of the fund’s starting NAV. There were two exceptions.
The iShares iBonds March 2018 Term Corporate ex-Financials
ETF had a starting NAV of $24.88 per share and an ending NAV of
$24.64. The iShares iBonds March 2016 Corporate ex-Financials
ETF had a final NAV equal to its starting NAV.

Whether or not the final NAV of a defined-maturity fund is
above or below your purchase price will depend on the price you
paid. Changes in the fund’s NAV from inception due to fluctua-

maturity dates terminate, it is expected that new, longer-
dated funds will be introduced. Check each fund family’s
website for the most current list.

Fidelity

Fidelity is unique in that its fixed-maturity offerings are
mutual funds. The funds can be purchased directly from
Fidelity or through other investment firms, including dis-
count brokerage firms like TD Ameritrade and Vanguard.
Since these are mutual funds, shares are bought and sold
at net asset value at the end of each day. There is no re-
quired minimum investment. As mentioned previously,
the funds may be closed to purchases during the 12-month
period leading up to termination. The expense ratio is
0.40%. Distributions are made monthly.

Three defined-maturity funds are offered, with matu-
rity dates ranging from 2021 through 2025. The funds are
spaced at two-year intervals. The targeted termination date
for all of the funds is June 30 of the year listed in the fund’s
name. In the final year of each fund, the proceeds from ma-
turing bonds may be invested in cash or cash equivalents,
including municipal money market securities. New funds
have historically been launched in April and May.
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tions in the underlying value of the portfolio, fluctuations in a fund’s
share price and whether you pay a premium or a discount to the
fund’s underlying net asset value all will impact whether you realize
a capital gain or a loss.

Even with a bond, it is possible to realize a capital gain or loss
at maturity. If you pay a premium for a bond, the principal amount
you pay will be less than your purchase price. If you pay a discount,
you will receive more than your purchase price. The difference with
individual bonds is that you have certainty of whether a gain or loss
will be realized at maturity on the date of purchase (assuming the
bond is not callable prior to maturity). There is less certainty with
defined-maturity bond funds over the liquidation value. This is a
trade-off for buying a fund holding bonds from many issuers and
having an easier ability to sell quickly at quoted prices.

If a fund’s final NAV is above your purchase price at liquidation,
the difference will be treated as a capital gain for tax purposes. If
the final NAV is below your purchase price, the difference will be a
capital loss. Similarly, if you sell your shares in a defined-maturity
fund before liquidation, any difference in price from what you paid
will be a capital gain or loss for tax purposes. (Neither capital gains
nor losses are taxable events in retirement accounts such as IRAs
and Roth IRAs.)

Table 2 compares the actual difference between the initial and
final NAV for defined-maturity bond funds from all three fund
companies.

All three funds primarily invest in investment-grade
municipal bonds. Income from these bonds is expected to
be exempt from federal taxes, though the funds’ objectives
do give the manager discretion to invest in bonds subject
to the alternative minimum tax (AMT).

Invesco

Invesco took over the BulletShares lineup of defined-
maturity bond funds when it acquired Guggenheim
Investments’ ETF business in 2018. Invesco currently offers
in excess of 20 BulletShares categorized into one of three
groups: investment-grade corporate bonds, high-yield cor-
porate bonds and emerging markets debt. New funds are
typically launched in late summer/early fall and mature on
or after mid-December.

Since these are exchange-traded funds, they can be
bought and sold just like stocks through any broker
throughout the trading day. As such, the shares may trade
atapremium or discount to net asset value. [On August 21,
2019, the Invesco BulletShares 2024 High Yield Corporate
Bond ETF (BSJO) closed at a 0.52% premium to its underly-
ing net asset value.]

The funds are never closed to new investors prior
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TABLE 2

Change in Net Asset Value (NAV): Inception Versus Liquidation

Inception
Fund Date

Fidelity Municipal Income 2015 Fund 5/19/2011
Fidelity Municipal Income 2017 Fund 5/19/2011
Fidelity Municipal Income 2019 Fund 5/19/2011
Invesco BulletShares 2018 Corp Bd ETF 3/28/2012
Invesco BulletShares 2018 HY Corp Bd ETF 4/25/2012
Invesco BulletShares 2017 Corp Bd ETF 6/7/2010
Invesco BulletShares 2017 HY Corp Bd ETF 4/25/2012
Invesco BulletShares 2016 Corp Bd ETF 6/7/2010
Invesco BulletShares 2016 HY Corp Bd ETF 4/25/2012
Invesco BulletShares 2015 Corp Bd ETF 6/7/2010
Invesco BulletShares 2015 HY Corp Bd ETF 1/25/2011
Invesco BulletShares 2014 Corp Bd ETF 10/2/2018
Invesco BulletShares 2014 HY Corp Bd ETF 1/25/2011
Invesco BulletShares 2013 Corp Bd ETF 6/7/2010
Invesco BulletShares 2013 HY Corp Bd ETF 1/25/2011
Invesco BulletShares 2012 Corp Bd ETF 6/7/2010
Invesco BulletShares 2012 HY Corp Bd ETF 1/25/2011

Invesco BulletShares 2011 Corp Bd ETF 6/2/2010

iShares 2012 AMT-Free Muni Term ETF 1/7/2010

iShares 2013 AMT-Free Muni Term ETF 1/7/2010
iShares 2014 AMT-Free Muni Term ETF 1/7/2010
iShares iBonds Sep 2015 AMT-Free Muni Bd ETF  1/7/2010
iShares iBonds Sep 2016 Term Muni Bond ETF 1/7/2010
iShares iBonds Sep 2017 Term Muni Bond ETF 1/7/2010
iShares iBonds Sep 2018 Term Muni Bond ETF ~ 3/21/2013
iShares iBonds Mar 2016 Corp ex-Fncl ETF 4/17/2013
iShares iBonds Mar 2016 Corporate ETF 7/9/2013
iShares iBonds Dec 2016 Corporate ETF 5/27/2014
iShares iBonds Dec 2017 Term Corporate ETF 3/10/2015
iShares iBonds Mar 2018 Tm Corp ex-Fncl ETF  4/17/2013
iShares iBonds Mar 2018 Term Corporate ETF 7/9/2013
iShares iBonds Dec 2018 Term Corporate ETF 5/28/2014

Inception Date Final NAV Change in

NAV per Share Termination per Share NAV
$ Date $ %
10.00 7/10/2015 10.15 1.5
10.00 7/7/2017 10.43 4.3
10.00 5/31/2019 10.57 5.7
19.96 12/27/2018 21.15 6.0
25.02 12/27/2018 25.12 0.4
20.19 12/31/2017 22.63 12.1
25.01 12/31/2017 25.72 2.8
20.14 12/31/2016 22.08 9.6
25.04 12/31/2016 25.82 3.1
20.15 12/31/2015 21.68 7.6
25.23 12/31/2015 25.74 2.0
= 12/31/2014 21.15 —
25.09 12/31/2014 26.25 4.6
20.07 12/31/2013 20.77 3.5
25.15 12/31/2013 25.56 1.6
20.04 12/31/2012 20.46 2.1
25.11 12/31/2012 25.42 1.2
= 12/30/2011 20.12 —
50.38 8/15/2012 50.62 0.5
50.06 8/15/2013 50.50 0.9
50.03 8/15/2014 51.18 2.3
50.49 9/1/2015 52.57 4.1
24.83 9/1/2016 26.46 6.6
25.07 9/1/2017 27.22 8.6
25.14 9/1/2018 25.45 1.2
99.50 3/31/2016 99.50 0.0
99.95 3/31/2016 100.82 0.9
25.00 12/15/2016 25.03 0.1
24.75 12/15/2017 24.84 04
24.88 3/15/2018 24.64 (1.0
24.99 3/26/2018 25.60 2.4
25.07 12/18/2018 25.18 0.4

Sources: BlackRock, Fidelity and Invesco.

to termination. The expense ratios are 0.10% for the
investment-grade corporate bond funds, 0.42% for the
high-yield corporate bond funds and 0.29% for the emerg-
ing markets debt funds.

Nine corporate bond ETFs are offered with maturity
dates ranging from 2020 through 2028, excluding the
soon to be maturing 2019 fund. The funds are spaced in
one-year intervals and hold at least 80% of their assets in
bonds that make up an investment-grade corporate bond

index. Six months prior to maturity, the objective allows
the funds’ manager to transition the holdings to cash, U.S.
Treasury bills and investment-grade commercial paper.
Seven high-yield corporate bond ETFs are offered with
maturity dates ranging from 2020 through 2026, exclud-
ing the soon to be maturing 2019 fund. These funds intend
to hold at least 80% of their assets in bonds that make up a
high-yield (“junk bond”) corporate bond index. The funds
track, but do not exactly mimic, the index. During the six
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months prior to maturity, the objective allows the fund’s
manager to transition the holdings to cash, U.S. Treasury
bills and investment-grade commercial paper.

Four high-yield emerging markets ETFs are offered
with maturity dates ranging from 2021 through 2024, ex-
cluding the soon to be maturing 2019 fund. These funds
intend to hold at least 80% of their assets in bonds that
make up an index of U.S. dollar-denominated, emerging
markets bonds. The funds track, but do not exactly mimic,
the index. During the year of maturity, the objective allows
the fund’s manager to transition the holdings to cash, U.S.
Treasury bills and investment-grade commercial paper.

iShares (BlackRock)

The iShares iBonds lineup comprises investment-grade
corporate, high-yield and income corporate ETFs and mu-
nicipal bond ETFs. The expense ratios are 0.10% for the
investment-grade funds, 0.35% for the high-yield ETFs
and 0.18% for the municipal bond funds.

Like Guggenheim's BulletShares, iShares’ iBonds are
exchange-traded funds and can be bought and sold
throughout the trading day from any broker at the prevail-
ing market price. The shares may trade at a premium or
discount to net asset value. [On August 21, 2019, iShares
iBonds 2025 Term High Yield and Income ETF (IBHE)
closed at a 0.76% premium to its underlying net asset
value.] The funds are never closed to new investors prior
to termination.

Thirteen corporate bond ETFs are offered with maturity
dates ranging from 2020 through 2028, excluding the soon
to be maturing 2019 fund. These funds mimic, but do not
replicate, investment-grade corporate bond indexes. At
least 80% of the funds’ assets are invested in individual
bonds (domestic and foreign bonds domiciled in devel-
oped countries) and other BlackRock affiliated funds. As
the fund’s termination date approaches, proceeds from
maturing bonds will be held in cash and cash-equivalent
investments, including money market funds. Distribu-
tions are paid monthly from these funds and are taxable.
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Nine of the funds are intended to terminate in December of
their respective calendar years, while two are set to mature
in March 2020 and two are set to mature in March 2023.

Five high-yield and income corporate bond ETFs are
offered, with maturity dates ranging from 2021 through
2025. These funds mimic, but do not replicate, high-yield
and other income-generating corporate bond indexes. At
least 90% of the funds’ assets are invested in individual
corporate bonds, including high-yield corporate and other
BlackRock-affiliated funds. (High-yield bonds have credit
ratings equal to or below Ba1 or BB+ but above CC. Bonds
selected from a corporate index are BBB or equivalently
rated.) As the fund's termination date approaches, pro-
ceeds from maturing bonds will be held in cash and cash-
equivalent investments, including money market funds.
Distributions are paid monthly from these funds and are
taxable. The funds are intended to terminate in December
of their respective calendar years.

Nine municipal bond funds are offered, with maturity
dates ranging from 2020 through 2028, excluding the soon
to be maturing 2019 fund. These funds mimic, but do not
exactly replicate, investment-grade municipal bond in-
dexes. Generally, at least 90% of the fund's assets will be in
securities of the index. These bonds have at least a BBB- or
Baa3s credit rating. Bonds held in the funds mature during
the last calendar year of the respective fund (e.g., 2021 for
the 2021 fund). During the last six months, proceeds from
maturing bonds are allocated to cash and cash equivalents.
These funds will begin to wind down and terminate in Sep-
tember of their respective calendar years. m
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