
 
 
                                                            

 

 

 

 

Bond ETF Research 

 

Bond ETFs are a great way to get exposure to fixed income without needing to consistently 

overlook your holdings for rebalancing maturities, quality, diversification, etc. In today’s 

financial markets though there are so many products out there so how do we find out what’s 

best for us individually? 

 

Considering that everyone reading this document is a retail investor, including ourselves, it is in 

our best interest to own ETFs when it comes to fixed income. It is far too complex and 

expensive to buy outright bonds in individual companies, especially when most of us are not 

planning on eyeing up the investment every single day. 

 

Now what questions do we have to ask ourselves when looking at these ETFs? Similar to equity 

ETFs, bond ETFs come in so many different shapes and forms and there are literally thousands 

of them out there. 

 

We believe the best way to do this is to use the three requests we’ve received from three 

different subscribers on where they should be looking with regard to fixed income and 

specifically bonds. 

 

Let’s walk through what we know about each example: 

 



 
 

Subscriber #1 (Rich): 

Rich has told us the following: 

• Looking at a 1-2 year horizon 

• 40% portfolio allocation 

• Risk: 5/10 

• Open to international exposure 

• Lives in Mexico and needs more capital appreciation than he does income distribution 

(monthly/quarterly payouts) 

 

Given the above, there are many different products that would fit this criteria and a ton that 

won’t. What will remain constant for every subscriber is our recommendation that ETFs are the 

best way for you to play the space. 

 

Now let’s dive in. We know that Rich wants to get a little risky but not too much and we also 

know that this is going to make up about 40% of his portfolio which is quite a large allocation. 

 

With this in mind, we need to make sure he is getting some solid diversification amongst not 

only different maturities of bonds but also different types of bonds including corporate debt 

with a wide range of sector/industry/market cap exposure, domestic and international 

government bonds, etc. The tough thing about what Rich is looking for is that his risk isn’t too 

high and he wants capital appreciation. This is tough because the less risky bonds offer less 

volatility and are owned for their monthly and quarterly payouts so our goal is to find some 

investments that have a little more volatility than a straight total market bond fund. Another 

thing we are thinking about is that this ETF should also be tailored a little more towards long-

term bonds because Rich wants the capital to appreciate and therefore needs something more 

sensitive to changes in interest rates. 

 

We don’t know what else Rich owns in his portfolio currently and there are still a lot of open 

variables but here are some products we believe will help him begin his search.  

 

 

 

 



 
 

Vanguard Intermediate-Term Corporate Bond ETF: VCIT 

- VCIT offers exposure to investment grade corporate bonds that fall in the middle of the 

maturity spectrum, thereby delivering a moderate amount of both interest rate and 

credit risk. Like most Vanguard ETFs, VCIT is among the most cost-efficient in its 

category. VCIT is useful for investors looking to enhance fixed income returns but 

hesitant to lengthen duration too much. 

- Expense Fee: 0.07% 

- Yield: 4.01% 

- Standard Deviation: 3.54% 

- Holdings: 1,731 

- Average Maturity: 7.3 years 

 

                       



 
 

                                 

 

VCIT isn’t full-blown AAA/AA rated which means it is a bit riskier and this is what we’d assign to 

a 5/10 on risk rating especially when coupled with a longer duration (longer duration more 

risk).  

 

                                                 

Things to note: 

A. Expense fee is extremely low 

B. Make sure you don’t own too much stocks that are similar to the holdings of debt. For 

example, if the other 60% of Rich’s holdings is made up of Amazon, Wells Fargo, HSBC, 

General Mills, and Morgan Stanley stock this might not be the best holding for you 

because it’s not providing you with the amount of diversification you want or would like 



 
 

to have. It’s much wiser to spread the investments amongst different companies as 

opposed to holding the same companies’ equity and debt. 

C. Outperforming Peer - PFIG 

 

             

 

 

 

                                    

 

 



 
 

iShares Long-Term Corporate Bond ETF – IGLB 

- The iShares Long-Term Corporate Bond ETF seeks to track the investment results of an 

index composed of U.S. dollar-denominated investment-grade corporate bonds with 

remaining maturities greater than ten years. 

- Expense Fee: 0.06% 

- Yield: 4.5% 

- Standard Deviation: 7.17% 

- Holdings: 1,815 

- Average Maturity: 23.2 years 

 

So, IGLB is a really attractive product for a ton of reasons. One, it gives Rich a little more 

volatility and a little more yield than VCIT and it comes at a slightly lower and ultra-attractive 

expense ratio of 0.06%. The caveat is that the duration is kind of long at a 23-year average 

maturity but that’s why there’s more volatility in this product (longer duration = more 

sensitivity to changes in interest rates). 

 

 

 

The holdings are still investment grade but with a larger portion on A/BBB to give you that risk 

you’re looking for. If it was full of AAA/AA we’d say the risk would be closer to 2/3 but this gets 

you more towards 5/6 in our mind. What you’re getting here is a pretty solid and diversified 

holding of long-term corporate debt from different sectors/countries/industries. 



 
 

 

 

 

 



 
 

 

 

Notice: Petroleos Mexicanos is the 9th largest holding in IGLB. 

 

 

 

 



 
 

Subscriber #2 (Tyler): 

Tyler has told us the following: 

• Looking at 5+ year hold 

• Risk: 6.5/10 

• Open to international exposure 

• More focused on yield (payouts) 

• Preference on low-fee investment products 

 

Ok, so Tyler is in a different situation than Rich. He is looking for a longer hold, willing to take on 

more risk, and is more focused on the stream of income as opposed to the capital appreciation. 

Also, we’ve spoken with Tyler many times and can gauge his risk is around 7 because we also 

know he is younger than 21. 

 

Here is where we think Tyler can begin his search: 

- High yield bonds 

- International with a focus on emerging markets 

- Short-to-medium term bonds (5-7 years) 

 

iShares J.P. Morgan USD Emerging Markets Bond ETF: EMB 

- The iShares J.P. Morgan USD Emerging Markets Bond ETF seeks to track the investment 

results of an index composed of U.S. dollar-denominated, emerging market bonds. 

o Exposure to U.S. dollar-denominated government bonds issued by emerging 

market countries 

o  Access the sovereign debt of 30+ emerging market countries in a single fund 

o  Use to seek higher yield and customize your emerging markets allocation 

- Expense Fee: 0.39% 

- Yield: 5.57% 

- Standard Deviation: 6.45% 

- Holdings: 465 

- Average Maturity: 11.78 years 

 

Let’s walk through some of stats. EMB has a very attractive yield over 5.5% with less standard 

deviation than some of the names we mentioned and this is due in part to the bonds being 

shorter term and having less interest rate sensitivity.  



 
 

 

The risk here comes from the fund owning over 30 emerging market government bonds. A 

riskier play would be too own emerging market companies but this is comprised of 465 holdings 

of sovereign debt.  

 

Let’s break these figures down: 

 

 

 



 
 

 

 

 

 

Roughly 50% of the fund is in investment grade quality while the rest is high yield but not deep 

into high-yield territory as 98% of the holdings are above B rating. 



 
 

 

SPDR® Portfolio Long Term Corporate Bond ETF: SPLB 

- A low-cost ETF that seeks to offer precise, comprehensive exposure to US corporate 

bonds that have a maturity greater than or equal to 10 years comprised of investment 

grade, US dollar denominated debt 

- Expense Fee: 0.07% 

- Yield: 4.84% 

- Standard Deviation: N/A 

- Holdings: 1,687 

- Average Maturity: 23.7 years 

 

                                    

 

Even though SPLB is corporate debt its a bit less risky than EMB because EMB is sovereign 

emerging market debt. SPBL has a longer maturity which makes it more risky but doesn’t have 

any junk bonds. Everything in the portfolio is investment grade. The reason we are presenting 

this ETF is because the expense ratio is very low at 0.07% and the yield of 4.84% is pretty 

attractive. 



 
 

             

 

 

 

 

 

        



 
 

                                

 

                             



 
 

Subscriber #3 (Dan): 

Dan has told us the following: 

• Less than 5 year hold 

• Risk: 10/10 

• Open to international exposure 

 

In this case, Dan is a full-blown risk taker. So we are going to bring to light some product he can 

look at to feed his appetite. Please keep in mind these investments are not for everyone!  

 

 

VanEck Vectors Fallen Angel High Yield Bond ETF: ANGL 

- This ETF offers exposure to high yield or junk bonds, a corner of the domestic fixed 

income market that has appeal to risk tolerant investors interested in boosting the 

current returns derived from their bond portfolios. As such, ANGL can have appeal both 

to investors building a long-term portfolio or to those looking to make a tactical 

allocation to this corner of the market. Because junk bonds are generally excluded from 

broad-based fixed income ETFs such as AGG or BND, this product can be a tool for 

rounding out the fixed income side of a portfolio. ANGL is unique from many other 

products in the High Yield Bonds in that it focuses exclusively on debt that was rated as 

investment grade at time of issuance but has since been downgraded to junk status 

- Expense Fee: 0.35% 

- Yield: 6.44% 

- Standard Deviation: N/A 

- Holdings: 223 

- Average Maturity: 11.0 years 

 

 



 
 

 

 

 

 

 



 
 

 

 

 

 



 
 

 

ANGL is a very interesting and risky ETF. It holds companies that were once rated investment 

grade that fell to junk. It has a heavy weight in Energy companies and an average credit quality 

of BB and lower. 

 

You asked for risk, you got it! 

 

iShares iBoxx High Yield Corporate Bond ETF: HYG 

- The ETF seeks to track the investment results of an index composed of U.S. dollar-

denominated, high yield corporate bonds. 

- Expense Fee: 0.49% 

- Yield: 6.16% 

- Standard Deviation: N/A 

- Holdings: 973 

- Average Maturity: 4.66 years 

 

This ETF isn’t as risky as ANGL but is still risky as it’s made up of junk bond U.S corporate debt.  

 

 

 

 



 
 

 

 

 

 



 
 

 

 

 

 

 

 

 

 



 
 

 

NOTABLE ETFs NOT COVERED: 

 

Risk 1-3: 

- iShares Core U.S. Aggregate Bond ETF: AGG 

- Vanguard Total Bond Market ETF: BND 

 

Risk 4-7 

- iShares iBoxx Investment Grade Corporate Bond ETF: LQD 

- Vanguard Short-Term Corporate Bond ETF: VCSH 

- SPDR Barclays International Treasury Bond: BWX 

- iShares International Treasury Bond ETF: IGOV 

 

Risk 8-10 

- Xtrackers USD High Yield Corporate Bond ETF: HYLB 

- Invesco Fundamental High Yield® Corporate Bond ETF: PHB 

- SPDR Barclays High Yield Bond ETF: JNK 

- Invesco Emerging Markets Sovereign Debt ETF: PCY 

 

 

You might be reading this document and saying that you still don’t understand how bonds 

work. Do not worry, bonds can be very complex and we will be sure to do a lesson guide on 

them in the near future.  

 

Put simply, bond prices rise when yields fall and vice versa. Why? Let’s say you own a bond that 

you bought for $100. It pays you 5% every year AKA $5/year. Let’s say the economy is looking 

shaky now and as a result the Fed lowers interest rates. Now the new bonds being issued by 

companies trying to raise money are giving out 4%. What is the value of your bond? More than 

$100 now because it’s paying 1% more than the going rate hence the price will rise until it’s 

paying a somewhat similar yield.  

 



 
 

In real life, rates have come up quite a bit but what we’re noticing is that rates in the future are 

looking pretty weak (Refer to our yearly outlook on the flattening yield curve). Why are rates 

not looking good in the future? People’s view of the economy are a bit shaky and many are 

awaiting a recession. 

 

Let me put this another way to make it easier to understand because, once again, we know how 

difficult this can be. 

 

If you’re expecting a recession in 2022 and need fixed income in your portfolio for its payouts 

what are you going to do? You can buy those bonds that mature way out in the future today to 

lock in the interest rates because you think they are going to be super low so growth can get 

going again. Ok, so now you just bought these longer-term bonds to lock in the higher interest 

rate. Now let’s say others are getting worried about the same thing so they all start buying 

longer-term bonds today to lock in the higher rates. What this is doing now is forcing the price 

of the bonds up because so many people are running to buy them. That’s what’s been 

happening as of late. People are nervous about the future of the economy and have been 

buying up longer-term bonds which has pushed the price up and therefore pushed the return 

down causing the yield curve to flatten out. Note: In normal growing economies the returns for 

longer-term bonds are usually higher because they bare more risk and therefore investors want 

to be compensated for it. Also, in better economies inflation is higher and therefore you need 

to be compensated with a higher interest rate otherwise you’re losing money on the 

investment. 

 

As always, do your research! This was made to give you all a sense of direction as to what’s out 

there and what to keep an eye on. There are literally thousands of products out there, find 

which one fits your needs the best and make sure to keep the following in mind: 

1. Fees 

2. Current portfolio composition (holdings, allocation, etc) 

3. Risk 

4. Goals 


