Why Fixed Income
Investments Matter:

4 Simple Benefits
for Everyday Investors

All investments come with some form of risk, but not every investment needs to feel like a rollercoaster.
Some are designed to be steady and relatively predictable and that’s exactly what fixed income
investments offer. Whether it's government bonds, corporate bonds, or Treasury bills, these options
allow you to lend your money and earn regular interest in return, with the added comfort of getting your
original capital back at maturity. For anyone looking to grow wealth without losing sleep over market
swings, fixed income can be a practical and dependable part of the journey.

To better understand why many investors rely on them, here are four key advantages of fixed income
investments.

1. Stable and Predictable Income

One of the most attractive features of fixed income investments is the predictable stream of income
they provide. Investors receive interest payments at regular intervals (monthly, quarterly, or annually),
depending on the instrument. While Treasury bills have shorter tenures (less than a year), government
bonds usually pay their interest after several years. This makes it easier to plan finances, especially for
individuals who rely on investment income for living expenses or business cash flow.

2. Lower Risk Compared to Equities

Fixed-income securities are generally less volatile than stocks. While equities can fluctuate significantly
due to market sentiment, economic changes, or company performance, bonds tend to offer more
stability. Government-issued securities, in particular, are considered low-risk because they are backed by
the issuing state. Nonetheless, sovereign risk exists, and in rare cases, fixed-income investments could
become volatile.

3. Capital Preservation

Many fixed-income instruments are designed to return the original invested capital at maturity. This
makes them attractive for conservative investors who prioritise protecting their principal over seeking
high but uncertain returns. For retirees or risk-averse individuals, this feature is especially important.

4, Portfolio Diversification

Fixed-income investments play a crucial role in diversifying an investment portfolio. When combined with
equities and other asset classes, they can help reduce overall portfolio risk. In many cases, bonds perform
differently from stocks under the same economic conditions, helping to smooth out returns over time.

Choosing Fixed-Income Mutual Funds

In addition to direct fixed income instruments such as bonds and treasury bills, investors can also access
fixed income mutual funds.

These funds pool money from multiple investors to invest in a diversified portfolio of fixed income
securities managed by professional fund managers. This structure offers individual investors easier
access to the fixed-income market, even with relatively small amounts of capital, while also providing
diversification and professional management.

Fixed income mutual funds may also improve liquidity, as units can often be bought or sold more easily
than holding individual bonds to maturity. MFund 1 and 2 are examples of fixed-income mutual funds
offered by Databank. They invest in a range of government bonds, commercial paper, and Treasury bills
and are expertly managed to enable investors to enjoy the benefits of fixed-income investments.

Fixed income investments offer a balance of safety, income, and predictability. While they may not
deliver the high returns associated with equities, they provide stability and risk reduction, making them
an important component of a well-rounded investment strategy.
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