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Bond Ladders: 
A Compelling 
Solution for Clients

What is a bond ladder?  
A bond ladder is a manner of investing in 
a combination of fixed income securities 
whereby the securities held in the 
portfolio are structured by sequential 
maturity dates. The portfolio is created 
so that maturity dates of the bonds 
are staggered—occurring at different 
intervals over time, which creates the 
bond ladder. They may be designed in 
multiple ways, such as a 1- to 5-year or 
1- to-10-year ladder, depending on 
investor goals.

How do bond ladders work?
As each bond in the ladder matures, the 
principal proceeds from the maturity are 
then reinvested in the longest-term bond 
in the ladder. As the bonds mature or 
“roll off,” proceeds are used to buy new 
bonds at the top of the ladder, thereby 
keeping the structure of the ladder 
consistent over time.

Key takeaways

01 Bond ladders offer investors the ability to own a basket 
of individual bonds with staggered maturity dates in one 
portfolio.  

02 Bond ladders are a popular and effective solution for 
investors seeking to earn a steady stream of income, 
diversify risk, preserve capital, and personalize exposures. 
Whether investors are seeking the ability to capture 
exposure across the yield curve or target specific maturity 
ranges, bond ladders offer a compelling solution.

03 Options for implementing a bond ladder in an investment 
portfolio are numerous. Investors may choose from 
multiple maturity ranges and fixed income sectors, such as 
municipal, Treasury, and corporate bonds. 
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BOND LADDERS: A COMPELLING SOLUTION FOR CLIENTS

EXHIBIT 1: 1- TO 10-YEAR BOND LADDER 

As the bonds mature or 
“roll off,” proceeds are 
used to buy new bonds 
at the top of the ladder.

Hypothetical ladder for illustration purposes only.

In the case where the investor is seeking to gain access to the middle or long end 
of the yield curve, the process is slightly different. Instead of the shortest-maturity 
bond maturing and collecting the proceeds, these bottom-rung bonds are sold and 
proceeds from the sale are used to fund new bonds at the top of the ladder.

EXHIBIT 2: 5- TO 10-YEAR BOND LADDER

For example, a 5- to 
10-year bond ladder
would sell bonds 
that reach a maturity 
of 5 years, using the 
proceeds to buy 10-
year bonds at the top 
of the ladder.

Hypothetical ladder for illustration purposes only.
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Why does this matter?  Because any time an investment is sold, it triggers a taxable 
event. If the bond is sold for a gain, a tax is owed. Conversely, if the bond is sold for a 
loss, the loss can be used to offset taxes owed on current or future gains. Nevertheless, 
investors should be aware of this often overlooked but important distinction.

Fortunately, structures for accessing bond ladders often have built-in tax management 
capabilities and other potential benefits. A good example is a separately managed 
account (SMA), where taxes may be managed systematically on a continual and
 year-round basis.

What are the benefits of bond ladders?
Bond ladders can be an appealing option for many investors and for multiple reasons. 

• Predictable income:  Investors seeking a consistent and reliable source of income 
may chose a bond ladder in an SMA, for instance, to deliver a steady stream of 
income. Since bonds typically pay coupon payments semi-annually, a ladder can 
be structured in such a way as to deliver income in relatively consistent intervals. 
Further, as each bond in the ladder reaches maturity, it generates cash flow, which 
can be reinvested or withdrawn. The combination of income and convenient 
access to maturity proceeds can appeal to investors facing specific future
 financial obligations.

• Enhanced diversification:  Rather than holding an individual bond, a bond ladder 
constructed with multiple bonds can help mitigate credit, interest rate, and 
reinvestment risk. This can be particularly beneficial during periods of economic 
slowdown and interest rate volatility. These diversification benefits also apply at 
the overall portfolio level, as higher-quality fixed income tends to pair well with 
more volatile (and higher return potential) asset classes, such as equities, private 
market investments, and others.

• Increased flexibility:  Investors have many options when creating a bond ladder 
portfolio. Ladders may be customized to target specific segments of the fixed 
income markets as well as different maturity, yield, and duration profiles. This gives 
investors more control over the portfolio’s construction and potential outcomes. 

• Effective tax management:  Owning a portfolio of individual bonds, as opposed 
to a bond mutual fund or exchange-traded fund, allows for enhanced, ongoing, 
and proactive tax management at the individual security level, which may lead to 
greater after-tax performance over time.

• Institutional pricing power:  Scale matters when trading fixed income securities. 
Institutions that have longstanding relationships and the ability to buy and sell 
in large blocks have significant pricing advantages when compared with retail 
investors. Investors seeking to invest in a bond ladder portfolio should consider 
the pricing power capabilities of the provider. 
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Interested in bond ladder investing? Meet Remi
Remi is Allspring’s intelligent solution for personalizing separately managed account portfolios, powered by technology, research, and 
human insights. Remi combines Allspring’s proven investment expertise, proprietary technology, and institutional pricing power to 
deliver truly tailor-made, tax-optimized, and cost-effective multi-asset portfolio solutions, including bond ladder portfolios.

• Access to 100+ broker-dealer networks in municipal bonds alone

• $30B+ in municipal bond assets across institutional and retail strategies

• $280B+ in taxable fixed income assets across institutional and retail strategies

Remi leverages an efficient trading ecosystem to automate order creation, automate workflows, reduce operational complexity, 
and create scale for trading fixed income strategies. Investors may choose from multiple bond ladder options with Remi. If you are 
seeking to build a ladder of corporate, municipal, or Treasury bonds for a wide range of maturity possibilities, Remi delivers.

Go to allspringglobal.com/remi to learn more.

Allspring Global Investments does not provide accounting, legal, or tax advice or investment recommendations. Any tax or legal information in this document is merely a summary of our understanding and 
interpretations of some of the current income tax regulations and is not exhaustive. Investors should consult their tax advisor or legal counsel for advice and information concerning their particular situation.

All investing involves risks, including the possible loss of principal. There can be no assurance that any investment strategy will be successful. Investments fluctuate with changes in market and economic conditions 
and in different environments due to numerous factors, some of which may be unpredictable. Each asset class has its own risk and return characteristics.

Allspring Global Investments™ (Allspring) is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC (Allspring Holdings), a holding company indirectly owned by certain 
private funds of GTCR LLC and Reverence Capital Partners, L.P. Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated); content is provided for informational purposes 
only with no representation regarding its adequacy, accuracy or completeness and should not be relied upon; views, opinions, assumptions or estimates are not necessarily that of Allspring Holdings, Allspring or 
their affiliates and are subject to change without notice; and this communication does not contain investment advice, an investment recommendation or investment research, as defined under local regulation of the 
respective jurisdiction.
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