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what he or she would have gotten if they had held t he b o n d t o
maturity, no m atter what the interest rates are. Tax and
revenue anticipation notes. These are sh o rt t er m b onds w h i c h
general ly have one t o five year maturities. Like genera l
obligation bonds, they are backed by the full faith a nd c r e d it
of t he u ser and ar e routinely used by st ates and l ar g e
municipalities to help t hem over cash flow pr oblems,
particularly near the e nd of the fiscal year. Then you have
refunding. Refunding bonds are issued to replace outstanding
bond issues when interest rates drop. T hen your underwr i t e r s ,
the bond deale rs an d b a nkers h ad pu rchased t h e bonds fr om t he
issuer and put them on the market. P &Cs, propert y an d c a sua l t y
insurance companies. Traditionally, these companies h ad b e e n
one of the thr ee main segments of the bond market, a long wi t h
commercial banks and individual investors and their financial
institutions. Bond refunds. Registered investment companies.

. .

PRESIDENT: One minute.

SENATOR LANGFORD: ...whose assets are invested in diversified
por.folio of bonds. Then, of course, par value is just a t er m
that I a ssume everyone knows, however, I will tell you anyway.
The principal amount of the bond due a t t he bond ' s maturity
date. Naturity, the date when the principal amount of a bond is
due. Yi eld, the interest that bonds pay. Then another term is
spread, the difference between the price t he u n d e r wr i t e r p ays
t he i ss u e r f or bond s and the price at which the underwriter
sells the bonds to the investor. In other words , t h e s pr e a d .

. .

P RESIDENT: T i m e .

SENATOR LANG FORD:
expenses.

P RESIDENT: T i m e .

.is the underwriter's profit, plus

SENATOR L ANGFORD: Spreads ar e de t er mi n ed either by t he
underwriters bidding for t he i ssue r ' s business or f or
negotiations between the issuer and the underwriter. They a re
expressed in terms of dollar per thousand for bonds.

P RESIDENT: T i m e .

SENATOR LANGFORD: Then the last term, a nd I ' m surely . . . I know
you' re t er r i b l y disappointed, secondary market, the market, in
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