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Special paper No.3 
The case for index-linked 

                                                           
1 Since this implies reinvesting all cash flows at the same rate 
of return. 
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2 Source: Bloomberg.  All figures as at 4 November 2016.   
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http://www.econ.yale.edu/~shiller/data.htm


 
 

  3  

 
 

 



 
 

  4  

 
 



 
 

  5  

 
 

Trojan Fund index-linked holdings % Fund Real duration* Real yield

TREASURY I/L 1.875 22 Nov 22 4.3% 5.8 -2.4

TREASURY I/L 0.125% 22 Mar 24 3.9% 7.4 -2.2

TREASURY I/L 2.5% 16 Apr 20 3.6% 3.3 -2.5

US TIPS 0.125 15 Jan 22 8.8% 5.2 -0.3

US TIPS 0.625% 15 Jul 21 2.5% 4.6 -0.4

Total/ weighted average 23.1% 5.3 -1.4

* % change in price for 1ppt change in real yields
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US index-linked bonds

Real yield

to maturity 

(%)

Modified

Duration

(years)

Price Price Change Price Change Price Change Price Change

TII Govt 0.125 04/15/20 Govt -0.39 1.7 104.7 107.6 2.8% 119.5 14.1% 93.8 -10.4% 84.8 -19.0%

TII Govt 0.125 04/15/21 Govt -0.29 2.2 103.6 109.9 6.1% 125.8 21.5% 92.1 -11.1% 80.8 -22.0%

TII Govt 0.125 01/15/22 Govt -0.25 2.6 108.5 111.7 3.0% 130.8 20.6% 90.8 -16.3% 78.0 -28.1%

TII Govt 0.125 01/15/23 Govt -0.12 3.1 105.9 114.1 7.7% 137.7 30.0% 89.1 -15.9% 74.3 -29.9%

TII Govt 0.625 01/15/24 Govt 0.00 3.5 108.0 120.4 11.5% 149.4 38.3% 90.8 -15.9% 73.9 -31.6%

TII Govt 0.25 01/15/25 Govt 0.10 4.0 102.9 120.1 16.7% 153.9 49.5% 86.8 -15.7% 68.4 -33.6%

TII Govt 0.625 01/15/26 Govt 0.17 4.5 105.8 126.6 19.7% 166.6 57.5% 88.5 -16.3% 68.1 -35.6%

TII Govt 2.375 01/15/27 Govt 0.25 4.6 145.8 149.7 2.7% 199.6 36.9% 103.4 -29.1% 79.2 -45.7%

TII Govt 1.75 01/15/28 Govt 0.31 5.1 137.1 147.3 7.4% 202.9 48.0% 97.5 -28.9% 72.4 -47.2%

TII Govt 3.375 04/15/32 Govt 0.39 6.3 145.3 197.8 36.2% 298.5 105.5% 118.2 -18.6% 82.7 -43.1%

TII Govt 1 02/15/46 Govt 0.73 12.7 108.9 220.2 102.2% 508.3 366.9% 77.9 -28.5% 38.8 -64.4%

UK index-linked bonds

UKTI 2.5 04/16/2020 Govt -2.5 3.3 371.2 365.0 -1.7% 404.1 8.9% 319.6 -13.9% 289.8 -21.9%

UKTI 1.875 11/22/2022 Govt -2.4 2.9 127.7 125.0 -2.1% 149.2 16.9% 99.3 -22.2% 83.9 -34.3%

UKTI 0.125 03/22/2024 Govt -2.1 3.7 118.1 117.0 -0.9% 146.4 24.0% 87.2 -26.1% 70.2 -40.5%

UKTI 0.125 03/22/2026 Govt -1.9 4.7 121.1 122.0 0.8% 162.3 34.1% 84.0 -30.6% 63.9 -47.2%

UKTI 1.25 11/22/2027 Govt -1.9 5.3 138.2 140.4 1.6% 193.6 40.1% 92.6 -33.0% 68.5 -50.4%

UKTI 0.125 03/22/2029 Govt -1.8 6.2 127.2 130.00 2.2% 189.3 48.8% 79.5 -37.5% 55.4 -56.5%

UKTI 2 01/26/2035 Govt -1.8 16.1 271.6 282.9 4.2% 469 72.7% 150 -44.8% 96.5 -64.5%

UKTI 0.125 03/22/2046 Govt -1.6 14.6 166.7 185.6 11.3% 451.8 171.0% 58.5 -64.9% 25.3 -84.8%

UKTI 0.125 03/22/2068 Govt -1.8 25.5 257.8 292.1 13.3% 1379.3 434.9% 40.0 -84.5% 10.2 -96.0%

-2% real yield -5% real yield 2% real yield 5% real yield

Inflationary scenario

(If nominal rates remain positive, 

negative real rates will

 only occur with inflation)

Deflationary scenario

(If nominal rates remain positive, 

positive real yields will

 only occur with deflation)

  

http://www.carnegie-fund-services.ch/

