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Interest Rate Context

Source: Bloomberg as of 09/22/2024

 After the first cut of 50bps in September the dot plot is pointing to another 75bps of cuts this 
year followed by 100bps of cuts in 2025

 US Treasury yields have dropped over the last three months in anticipation of the Fed beginning 
its monetary easing campaign

Past performance is no guarantee of future results.

4.375%

3.375%

2.875% 2.875%

2.00%

3.00%

4.00%

5.00%

2024 2025 2026 2027

Implied Fed Funds Target Rate
Median FOMC Dot Plot

3.00%

3.50%

4.00%

4.50%

5.00%

5.50%

6/17 7/7 7/27 8/16 9/5 9/25

Historical UST Yields
June 2024 - September 2024

1M 3M 6M 1Y 2Y 5Y 10Y



5

Trends in Banking 

Source: FDIC

 Industry consolidation through M&A will increase as rates continue to drop

 Redemptions on callable CDs will climb

 The use of brokered deposits will remain an active funding tool for banks
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Why do Banks Issue Brokered CDs?

 A fundraising vehicle to raise cash

 A need for “sticky” deposits

 Constant bond & CD maturities require a 
need to issue new debt to grow

 Ability to reach an audience beyond a 
bank’s normal core market

 Banks can set the amount, terms, and 
rates on an issuance

 Low overhead and marketing costs

 Flexibility/future hedge (callable CDs)

*   For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted toward the 
    aggregate limit (usually $250,000) for each applicable category of account. 

*

Screenshots are for illustrative purposes
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Features of Brokered CDs
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Understanding New Issue Brokered CDs

CD Education Page CD Disclosure Document

 Education page provides features, advantages, and risks

 CD Disclosure Document provides in-depth product information, terms and conditions, 
applicable across all brokered CDs Fidelity offers

Screenshots are for illustrative purposes
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Screenshots are for illustrative purposes

Evaluating a Brokered CD

* For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted toward the aggregate 
limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. All the new-issue brokered CDs Fidelity offers are FDIC insured. In 
some cases, CDs may be purchased on the secondary market at a price that reflects a premium to their principal value. This premium is ineligible for FDIC insurance. For details 
on FDIC insurance limits, visit FDIC.gov..

Issuers                  National Banks, International Banks, 
Regional & Community Banks

Credit Quality FDIC insured up to $250K*

Tenors 1 month to 20 years

Structures Full Maturity; Callable; Step-Up

New Issue Offering 
Periods

Typically, 1-2 weeks

Risk Investing over $250K in one issuer

Survivor’s Option Yes, offered on all

Blue Sky States Depends on the CD and the State of the 
Account holder

Detailed Terms CD Disclosure Document

http://www.fdic.gov/
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Brokered CDs vs. Bank CDs
Key Product Characteristics Brokered CDs Bank CDs

FDIC insured (up to $250,000) *

Compounding interest

Minimum investment

Early redemption penalty

Sell on a secondary market **

Purchased through a brokerage account

Survivor’s option

Auto Roll option

Banks compete on rates and structures

*For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution issuing the CD will generally be counted toward the 
aggregate limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses. All the new-issue brokered CDs Fidelity 
offers are FDIC insured. In some cases, CDs may be purchased on the secondary market at a price that reflects a premium to their principal value. This premium is 
ineligible for FDIC insurance. For details on FDIC insurance limits, visitFDIC.gov.

**CDs sold prior to maturity on the secondary market are subject to a markup or markdown and may be subject to a substantial gain or loss 
due to interest rate changes and other factors.
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How to Buy Brokered CDs
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New Issue CDs on Fidelity.com
 Like a security, brokered CDs are bought & held in a brokerage account - and can be bought & 

sold in the secondary market

 New issues are issued in $1,000 minimums and increments

 No charge if purchased (online or with a representative) as a new issue and held until maturity**

 Fidelity aggregates brokered CDs that compete for deposits

Source: Fidelity.com Screenshots are for illustrative purposes

**Fidelity makes new-issue CDs available without a separate transaction fee. Fidelity Brokerage Services LLC and National Financial Services LLC receive compensation for 
participating in the offering as a selling group member or underwriter.
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Fractional CDs

Source: Fidelity.com Screenshots are for illustrative purposes

 Fidelity was the first brokerage company to offer Fractional CDs, reducing the investment 
minimum and increments from $1,000 to $100

 Limited to CDs with terms from 3 months to 2 years to maturity

CD Offerings Page CD Guided Search
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New Issue CDs on Fidelity’s Mobile app
 Fidelity’s mobile app provides a convenient way to check the latest CD rates and structures

 Click through to learn about the CD and trade

 Includes both Fractional CDs and Auto Roll capability 

Screenshots are for illustrative purposes
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Placing a New Issue CD Order
 Fidelity offers new issue CDs during an offering period that can last from a few days to a week+

 Orders are then collected and sent to the issuing bank – at which point they cannot be edited

 You pay for the CD on the Settlement Date
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Buying & Selling CDs in the Secondary Market

Screenshots are for illustrative purposes

 Like a security, brokered CDs can be 
bought and sold on the secondary market

 When you place the trade note the key 
differences with the new issue market:
 Quantity min & max

 $1 per CD Markup

 Recalculated Yield with the markup = 
Effective yield

 Accrued Interest
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Callable vs Call Protected CDs

Source: Fidelity.com

 The call schedule

 Compare rates for Call Protected CDs with similar maturity dates

 If the CD is called what might be the prevailing rates at that future time?

Screenshots are for illustrative purposes

 Most CDs are not callable = “Call Protected”

 “Call Protected” means you will receive the repayment of principal 
on the maturity date

 Callable CDs give banks flexibility and, for the investor, the potential 
to earn a higher return…

 …. but also the RISK that the CD won’t last as long as expected

 With Callable CDs consider the following before you buy:
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Purchasing a CD – Things to Consider

Screenshots are for illustrative purposes

 Purchase size – does this fall within the FDIC limit?

 If I have more than $250,000 to invest, how should I diversify my holdings?

 Maturity – what time horizon makes sense for me?

 If I need to sell early what are the risks?

 Coupon – does this coupon look attractive for my portfolio?

 Callable vs. non callable (call protected) – what’s my reinvestment risk if this gets called and is it 
worth the extra yield pickup?

 New issue vs. secondary – are there yield opportunities in the secondary space and how should 
I calculate FDIC insurance if an offering is priced above par?
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CD Ladders & Auto Roll
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Using the Model CD Ladder tool

Source: Fidelity.com Screenshots are for illustrative purposes

 A set framework of 1, 2, and 5-year CD Ladders

 Automatically preview current highest new issue CD rates available on Fidelity.com
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Buy CDs with or without Auto Roll
 Arrange for the proceeds of the principal to be used to automatically purchase a new position 

that meets your criteria once your first position has reached maturity. 

 The service is also available for certain eligible CD ladder strategies.

Screenshots are for illustrative purposes
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Summary and Next Steps
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Looking Ahead

 The yield curve is steepening (the spread between short-term and long-term interest 
rates is increasing) which will make longer duration brokered CDs look more attractive 
to short end rates

 The Fed will likely continue to cut interest rates to regulate inflation and unemployment.  
Upcoming economic releases will help paint a picture as to the pace of these cuts

 Despite the upcoming drop in the Fed Funds rate it’s not expected to reach 0.00% as it 
did during the COVID-19 pandemic and fixed income investments will still have 
meaningful yield

 Banks redeeming brokered CDs, paired with a continued reliance on brokered funding, 
will likely increase offerings in the space and provide more options to buyers

 Upgrades to the Fidelity.com website will enhance the customer experience
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Summary & Next Steps

1. Investing in fixed income involves balancing 
credit risk and term risk, in return for yield. 

2. Brokered CDs are FDIC-insured and provide 
you the potential to invest across multiple 
different issuers, across a range of maturities.

3. The reliable amount of new issue supply, from a 
variety of banks and across the yield curve, 
allows us to offer customers additional ways to 
invest in CDs.

4. Key attributes to consider for new issue CDs:
• Simple to buy at par ($1,000) 
• Fractional CDs minimums & increments of $100
• Callable vs call protected
• No charge to purchase
• Available 24/7.

Fidelity.com

• Fidelity.com > Research > Fixed Income

• “Bonds” tab or “CDs & Ladders” tab

1

2

Source: Fidelity.com Screenshots are for illustrative purposes



Minimum markup or markdown of $19.95 applies if traded with a Fidelity representative. For U.S. Treasury purchases traded with a Fidelity representative, 
a flat charge of $19.95 per trade applies. A $250 maximum applies to all trades, reduced to a $50 maximum for bonds maturing in one year or less. Rates 
are for U.S. dollar-denominated bonds; additional fees and minimums apply for non-dollar bond trades. Other conditions may apply; see 
Fidelity.com/commissions for details. Please note that markups and markdowns may affect the total cost of the transaction and the total, or "effective," 
yield of your investment. The offering broker, which may be our affiliate, National Financial Services LLC, may separately mark up or mark down the price 
of the security and may realize a trading profit or loss on the transaction.

Fidelity makes certain new issue products available without a separate transaction fee. Fidelity may receive compensation from issuers for participating in the 
offering as a selling group member and/or underwriter.

Any screenshots, charts, or company trading symbols mentioned, are provided for illustrative purposes only and should not be considered an offer to sell, a 
solicitation of an offer to buy, or a recommendation for the security. 

Views expressed are as of the date indicated, based on the information available at that time, and may change based on market or other conditions. Unless 
otherwise noted, the opinions provided are those of the speakers and not necessarily those of Fidelity Investments or its affiliates. Fidelity does not assume any 
duty to update any of the information.

Past performance is no guarantee of future results.

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This effect 
is usually more pronounced for longer-term securities.) Fixed income securities also carry inflation risk, liquidity risk, call risk, and credit and default risks for both 
issuers and counterparties. Any fixed income security sold or redeemed prior to maturity may be subject to loss.

Displayed rates of return, including annual percentage yield (APY), represent stated APY for either individual certificates of deposit (CDs) or multiple CDs within 
model CD ladders, and were identified from Fidelity inventory as of the time stated. For current inventory, including available CDs, please view the CDs & 
Ladders tab. 

Important information
Thank You! 
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https://fixedincome.fidelity.com/ftgw/fi/FILanding
https://fixedincome.fidelity.com/ftgw/fi/FILanding


Brokered CDs sold or redeemed prior to maturity may be subject to loss. Your ability to sell a CD on the secondary market is subject to market conditions. The 
secondary market for CDs may be limited.  If your CD has a step rate, the interest rate of your CD may be higher or lower than prevailing market rates. The initial 
rate on a step rate CD is not the yield to maturity. If your CD has a call provision, which many step rate CDs do, please be aware the decision to call the CD is at 
the issuer's sole discretion. Also, if the issuer calls the CD, you may be confronted with a less favorable interest rate at which to reinvest your funds. Fidelity 
makes no judgment as to the credit worthiness of the issuing institution.

If you want to buy or sell a CD on the secondary market, Fidelity Brokerage Services LLC ("FBS") will charge you a markup or markdown. This markup/markdown 
will be applied to your order, and you will be provided the opportunity to review it prior to submission for execution. CDs are made available through our 
affiliate National Financial Services LLC ("NFS") and from various third-party providers, including participants on the Tradeweb Markets, TMC Bonds, and Knight 
Capital Group platforms, with FBS normally acting as riskless principal or agent. These offering brokers, including NFS, may separately mark up or mark down the 
price of the security and may realize a trading profit or loss on the transaction.

For the purposes of FDIC insurance coverage limits, all depository assets of the account holder at the institution that issued the CD will generally be counted 
toward the aggregate limit (usually $250,000) for each applicable category of account. FDIC insurance does not cover market losses.  In some cases, CDs may be 
purchased on the secondary market at a price that reflects a premium to their principal value. This premium is ineligible for FDIC insurance. For details on FDIC 
insurance limits, see www.fdic.gov

A CD ladder, depending on the types and amount of securities within it, may not ensure adequate diversification of your investment portfolio. While 
diversification does not ensure a profit or guarantee against loss, a lack of diversification may result in heightened volatility of your portfolio value. You must 
perform your own evaluation as to whether a CD ladder and the securities held within it are consistent with your investment objectives, risk tolerance, and 
financial circumstances. To learn more about diversification and its effects on your portfolio, contact a representative.

CD Model Ladders are provided for educational purposes and are not intended to serve as the primary basis for your investment, financial or tax planning 
decisions. The results of the tool are based on your inputs and criteria and the tool's stated methodology.

Fidelity Capital Markets is a division of National Financial Services LLC, a Fidelity Investments company and a member of NYSE and SIPC.

Important information continued
Thank You! 
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http://www.fdic.gov/
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