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The bond market is a financial market where participants
buy and sell debt securities, usually in the form of bonds.
Bond Market is composed of Treasury bond, Municipal
Bond and Corporate Bond. This is of two kinds-
Organized and OTC markets. There are various types of
bond products depending on provisions, maturities,
coupon rate, options, convertibility etc.

The most important bonds are following:

1. Govt. bonds: Govt. bonds are bonds issued by the
govt. in a country to acquire funds from people, including
individual and organizations. As govt. can always raise
taxes to pay bond payments, these bonds have almost
zero default risk and as a result, they show excellent
liquidity. Based on maturity, we can define them under
following classes-

i. Treasury bonds : Govt. debt securities maturing in ten
to thirty years.

ii. Treasury notes: Govt. debt securities maturing in one
to ten years.

iii. Treasury bills: Securities issued with a year or less to
maturity.

2. Municipal bonds: Municipal bonds are debt
securities issued by states, cities, township, counties,
political subdivisions and U.S. territories. The capital
raised by these securities is used to build a new high
school, to construct a water purification plant, to extend
a state highway, to erect a multisport centre and
sometimes just to refund old debt.

3. Corporate bonds: These are bonds issued by
corporations.  Although  these  bonds  provide
comparatively higher return than govt. or municipal
bonds, they also have a higher default risk. And their
face value is usually in 1000, which attracts small
investors too. Some corporate bonds are following-

i. Mortgage bonds: These are secured by a legal claim to
specific assets of the issuer, such as real property like a
factory.

ii. Equipment trust bonds: These bonds is backed by
specific types of equipment, such as trains, trucks and
airplanes.

iii. Income bonds: These are not issued, but given in
exchange for other bonds.

4. Zero Coupon Bonds: Zero Coupon Bonds are issued
at a discount to their face value and at the time of
maturity, the principal/face value is repaid to the holders.
No interest (coupon) is paid to the holders and hence,
there are no cash inflows in zero coupon bonds. The

N

difference between issue price (discounted price)
and redeemable price (face value) itself acts as
interest to holders.

5. Coupon bonds: These are bonds that promises
a fixed face value at the maturity and periodic
interest payments.

6. Convertible bonds: These bonds allow
investors to exchange bonds for shares of the
issuer company.

7. Junk bonds: These are bonds that promise a
high return but also has a high degree of default
risk. Usually these funds are issued by firms that
have a high degree of leverage in their capital
structure and faces bankruptcy risk.

8. Fixed rate bonds: Fixed rate bonds have a
coupon that remains constant throughout the life of
the bond. A variation are stepped-coupon bonds,
whose coupon increases during the life of the
bond.

9. Asset-backed securities: These bonds interest
and principal payments are backed by underlying
cash flows from other assets.

10. Subordinated bonds: These bonds have a
lower priority than other bonds of the issuer in case
of liquidation. In case of bankruptcy, there is a
hierarchy of creditors. First the liquidator is paid,
then government taxes, etc. As a result, the risk is
higher.

11. Perpetual bonds: Perpetual bonds are also
often called perpetuities or 'Perps'. They have no
maturity date. The most famous of these are the
UK Consols, which are also known as Treasury
Annuities or Undated Treasuries.

Beside these, some other kinds of bonds are
Floating rate notes, High-yield bonds,
Exchangeable bonds, Inflation-indexed bonds,
Covered bonds, Bearer bond, Registered bond,
Build America Bonds (BABs), Book-entry bond,
Lottery bonds, War bond, Serial bond, Revenue
bond, Climate bond, Dual currency bonds,
Floating Rate Bonds, Callable Bonds, Puttable
Bonds, Convertible Bonds, Amortizing Bonds,
Bonds with Sinking Fund Provisions, Registered
bonds, Retail bonds, Social impact bonds etc.
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Credit Rating Report
Investment Corporation of Bangladesh

g
| Ref No ACRSL13133/16
Company Name Investment Corporation of Bangladesh
Assigned Ticker Ice
Portfolio Management, Mutual Fund Management, Private Eq
i g u u ag W Uity

) ) Investment and Project Financing among others.
Incorporated On 01 Oct 1976

Head Office 8, Rajuk Avenue, BDBL Bhaban, (Level 14 -17) Dhaka-1000
Rating Type Corporate/Entity
Rating Validity 03 Oct 2017
Analyst(s) ACRSL Analyst Team
Committee (s) ACRSL Rating Committees
RATINGS SUMMARY
CREDIT RATING CURRENT PREVIOUS
Long-Term AAA AAA
Short-Term ST-1 5T-1
Publishing Date 03 Oct 2016 30 Jun 2015
RATINGS EXPLANATION

Investment grade. Highest ctedit quality with lowest expectation of credit risk.
When assigned this rating indicates the obligor has exceptionally strong capacity to

S meet its financial obligations and it is highly unlikely that this capacity will be

impacted adversely by foreseeable events.

Highest Grade. Highest certainty of timely payment. Short-term liguidity including

§T-1 | internal fund generation is very strong and access to alternative sources of funds is

outstanding. Safety is almost like risk free Government short-term obligations.

Rating Validity : This validity assumes no additional loan over that disclosed in Q3FY16 |[ended
31 March) audited/management certified balance sheet and that management has disclosed all
material & adverse to financials since Q3FY16.

Confidential and Limited Use Only
Copyright © 2014 ARGUS Credit Rating Services Limited
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