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BONDing time! 

 

A year or two before, you decided to take the first step to financial freedom by shifting your money to Special 

Deposit Account (SDA). It is pretty straightforward; placing your money in a deposit instrument.  And you're 

probably still in it waiting for it to grow. But is your money really growing? In reality, it's not.  You are actually 

losing money because inflation was 4.7% last August while SDA is only at 3.25% net per annum.  Your money is 

losing faster its purchasing power, due to increase in prices of goods and services, compared with the earnings 

from your SDA.  So how do you play catch up?  

 

It's now time to think of bond funds. At this point, it is good to re-evaluate your risk profile and investment 

horizon. Are you willing to take on more risk for a potentially higher return and outpace inflation? Then, you might 

consider shifting from SDAs to a wider variety of fixed income or bond funds with longer investment horizons. Of 

course, weighing the potential risks against the financial benefits which can be yielded from this type of 

investment must be considered.  

 

 Let's take a closer look at bond funds. Usually, people shy way from these investments because they think they're 

complicated. Are they? Not necessarily. Bond funds pool money from many investors to buy individual bonds to 

meet the fund's investment objective. It offers instant diversification through a portfolio that is professionally and 

prudently managed. Bond funds may be considered a good investment but not completely free of risk just like 

anything else you put your money into. They are subject to interest rate risk which is the risk that the market value 

of the bonds held by the funds may fluctuate as interest rates go up or down. But the good thing is, investors are 

compensated for taking that "extra" risk through a potential higher return that they might get over a period of 

time. Participating in bond funds doesn't also mean being "stuck" in it as it is very easy to "go out" of the fund.  

 

BPI Asset Management's Bond Funds 

 

You can consider the BPI Premium Bond Fund and the ALFM Peso Bond Fund.  The table below shows the 

comparison between money invested in SDA and peso-denominated bond fund.  

 

As of September 

13, 2011
SDA

Premium Bond 

Fund

ALFM Peso 

Bond Fund

Past 1 Year 3.10% 6.16% 6.05%

Past 2 Years 6.08% 11.45% 13.94%

Past 3 Years 9.83% 15.52% 19.31%  
 

Aside from providing better returns, it is easier to invest with BPI Asset Management because bond funds are 

affordable (minimum of P10,000 for Unit Investment Trust Funds and P50,000 for the Mutual Funds).  More 

importantly, everything can be done online! Just visit www.bpiassetmanagement.com and you'll find everything 

that you need there. Now, you can seize opportunities anytime, anywhere! 

 

 

 


