
All types of bonds pay interest to bondholders and the amount of interest paid out is known as

the coupon rate. The issuer of the bond agrees to make annual or semi-annual interest

payments equal to the coupon rate to investors. These payments are made until the bond’s

maturity. Bonds that have higher coupon rates offer investors higher yields on their investment
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and this remains fixed for the life of the bond. For example, an Australian Treasury Bond with a

5% coupon interest rate will pay investors $5 a year per $100 amount in instalments of $2.50

every six months. These instalments are called coupon interest payments. Because the coupon

interest rate is set when the bond is first issued and remains fixed for the life of the bond, it is

usually different from the yield-to-maturity figure.

The name “coupon” comes from the time when bonds were issued in the form of bearer

certificates and the physical possession of the certificate was sufficient proof of ownership.

They became known as “bearer bonds” because anyone with the appropriate coupon could

present it to the issuer’s agent and receive an interest payment. The coupons were printed on

the bond, from which they could be detached and presented for payment. These days most

bonds are created electronically and do not come with physical certificates, but the term

coupon is still used to describe the bond’s nominal yield.

This analysis has been prepared by Perpetual Investment Management Limited (PIML) ABN 18 000 866 535,

AFSL 234426. It is general information only and is not intended to provide you with financial advice or take

into account your objectives, financial situation or needs. You should consider, with a financial adviser,

whether the information is suitable for your circumstances. To the extent permitted by law, no liability is

accepted for any loss or damage as a result of any reliance on this information.

The information is believed to be accurate at the time of compilation and is provided in good faith. This

document may contain information contributed by third parties. PIML and PSL do not warrant the accuracy or

completeness of any information contributed by a third party. Any views expressed in this document are

opinions of the author at the time of writing and do not constitute a recommendation to act. 

The product disclosure statement(PDS) for the Perpetual Diversified Income Fund issued by PIML, should be

considered before deciding whether to acquire or hold units in the fund. The PDS and Target Market

Determination can be obtained by calling 1800 022 033 or visiting our website http://www.perpetual.com.au . 

No company in the Perpetual Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees

the performance of any fund or the return of an investor’s capital. Past performance is not indicative of future

performance.
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