Guide to
Gilts

What are gilts?
Gilts are a type of bond. Bonds are used by companies
to raise money, and when the UK Government issues
such a bond it is called a gilt. A gilt is effectively an I.O.U.
from, or more accurately a loan to, the Government.
They pay a fixed amount of interest (known as the
coupon) until the bond matures (the redemption date).
Interest is calculated based on the gilt’s nominal value (its
original issue price), not the amount invested by a specific
investor.
Why Close Brothers?
• To the extent that we charge a dealing fee, this will not
exceed £8.95. You should always check the online
trading screens and any order confirmations prior to
submitting your transaction request, as any applicable
fees and charges will be clearly shown.
• Hold gilts, stocks & shares and funds in one place.

Investors can hold them until they mature or trade them
on the market. It is important to note that the capital
repaid on maturity is the original issue price, which may
be more or less than the amount you invest.
There can be a risk that the government concerned
might default. This is why bonds and gilts are rated by
independent agencies, so investors can assess the risk
and rewards involved. Governments judged to be at risk
of default will have their bonds rated accordingly, and will
have to pay even higher rates of interest to investors.
The interest a government bond pays is fixed, except
in the case of index-linked bonds which pay interest in
line with inflation. The price of a bond being traded will
be affected by a number of factors, including how many
years it has left to run, interest rates, and the general
economic outlook. This creates opportunities for investors
to be able to anticipate trends in the bond market.
Alternatively, you can invest in a bond fund containing a
range of fixed income investments, actively managed by a
professional.

• Invest through a tax-efficient ISA, SIPP or simply an
Investment Account.

Specific risks

• Access to our UK based Investor Support Team to help
you with any enquiries.

• The value of a gilt may fall as well as rise, and you may
get back less than you invested.

Historically, government debt has been used by
investors looking for more predictable income at
lower risk than shares.

• The market can be illiquid and some bonds are thinly
traded, which will impact on the price you get back
when you come to sell.

Bonds and gilts are commonly referred to as fixed
income securities, and can help to diversify a portfolio
while providing a reliable source of income, although, this
can be at the expense of capital growth. Unlike shares,
which can be volatile, they provide a regular income,
guarantee to repay the original issue price at the end of
an agreed term and are less affected by stock market
movements. Historically, they have been considered less
risky than shares, although, since the downturn of the
global economy the risk of countries defaulting on debt
has become increasingly apparent. In addition, low levels
of yield can be adversely impacted by an increase in
inflation.

• If the gilt issuer defaults, you may get nothing back.
• The lower the number of different gilts held, the greater
the effect of any change in their value on the value of
the total portfolio.
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