
Capital Gains on a Bond?
Really?

How does that happen?

Did you know that the Bond Market is huge?
It is 10 TIMES bigger than the Stock Market.

But you do know that since the Bond Coupon is fixed, it is the Trading 
Price of a Bond that will change. It will move to reflect changes to the 
going interest rates.  The ‘rules’ of the Bond Market are different to that 
of the Stock Market; it’s all about the interest rates and math.  

! Interest Rates and Bond Prices work in opposite directions
! The higher the Interest Rate the Lower the Bond Price
! The lower the Interest Rate the higher the Bond Price
! Gain  +  Coupon  =  End Yield
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And there‘s the key:  If you hold the contract of a bond with a high 
Interest Rate, and the going rate goes down, you will be able to sell that 
Bond at a profit.

Look at the opportunity for a significant CAPITAL GAIN when / if the 
current going rate goes down again.   

AND, is it icing on the cake if that bond could be purchased at a 
discount?   

Do I see a light bulb going on?

(See details on Page 2)
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They used to call me The Bond Queen!    Here we go again! 
Call us, let’s talk.

The Kingsmill Wealth Management Team

Robin: 905 897 5212  •  Susan:  905 897 5227  •  Teresa: 905 897 1204

Royal Bank of Canada Bond
30 May 2027 / 31

Current Yield 4.584%*
(*Yield as of July 27, 2022 and subject to change)

This bond was issued at $100 
and now is trading at $95 /100

How can this give us an opportunity to make more than
the 4.584% ? 

By selling at a premium

If the going rate falls to say 2%, then this bond would 
trade at $104/100 – a clear opportunity to sell at a profit 

and realise a capital gain

" This has happened before

" It is not out of the question, as it is very possible that 
governments have over reacted and moved the rates too 
high and will proceed to drop them 

" Bonds can be bought and sold on a daily basis.  A 
capital gain looks pretty darned good, as the Market may 
push the selling price higher than this discounted price.

" At least, the bond will mature at its par value: $100.

" Love that comfort of the bond contract!



Disclaim
er:  

You should know:
The opinions, estimates and projections contained herein are those of the author as of the date hereof and
are subject to change without notice and may not reflect those of BMO Nesbitt Burns Inc. ("BMO NBI").
Every effort has been made to ensure that the contents have been compiled or derived from sources
believed to be reliable and contain information and opinions that are accurate and complete. Information
may be available to BMO NBI or its affiliates that is not reflected herein. However, neither the author nor
BMO NBI makes any representation or warranty, express or implied, in respect thereof, takes any
responsibility for any errors or omissions which may be contained herein or accepts any liability
whatsoever for any loss arising from any use of or reliance on this report or its contents. This report is not
to be construed as an offer to sell or a solicitation for or an offer to buy any securities. BMO NBI, its
affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or
sell securities mentioned herein as principal or agent. BMO NBI -will buy from or sell to customers
securities of issuers mentioned herein on a principal basis. BMO NBI, its affiliates, officers, directors or
employees may have a long or short position in the securities discussed herein, related securities or in
options, futures or other derivative instruments based thereon. BMO NBI or its affiliates may act as
financial advisor and/or underwriter for the issuers mentioned herein and may receive remuneration for
same. A significant lending relationship may exist between Bank of Montreal, or its affiliates, and certain of
the issuers mentioned herein. BMO NBI is a wholly owned subsidiary of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns
Corp. Member-Canadian Investor Protection Fund.

Income Advisor
August 2022

Page 3 of 3


