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Does It Pay to Extend Maturities?  
Extending too far may result in diminishing returns/risk tradeoff 

� Not all investors define risk  
as standard deviation. Some 
investors may seek to hedge 
long-term liabilities using 
long-term bonds. 

� Historically, longer-maturity 
instruments have higher 
standard deviations and have 
not provided consistently 
greater returns. 
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Maturity 
One-Month 

US Treasury Bills 
Six-Month 

US Treasury Bills 
One-Year 

US Treasury Notes 
Five-Year 

US Treasury Notes 
Twenty-Year 

US Govt. Bonds 

Annualized Compound Returns (%) 5.33 6.07 6.28 7.32 7.77 

Annualized Standard Deviation (%) 1.46 1.80 2.35 6.17 11.51 
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