
What are Treasury Bills?

Treasury Bills (“T-Bills”) are short-term debt instruments issued by the treasury of governments with maturities of one 

year or less. Federal T-Bills, which are issued by the federal governments of Canada or the United States, generally 

represent the lowest risk available to investors as they are short-term securities that are backed by the full faith and 

credit of their related government. Short-term T-Bills have almost no interest rate risk or credit risk, apart from the 

very remote potential of a major federal government defaulting on short-term debt obligations.  

 

Here’s how T-Bills work: 

When the government needs to raise capital, it issues T-Bills  

with various maturities, usually ranging from a few days up  

to one year. T-Bills are then issued and sold at public auctions  

regularly. Typically, the longer the maturity date, the higher  

the interest paid to the investor. 

T-Bills can be purchased through a dealer in the primary or  

secondary market throughout the trading day. T-Bills work a  

little differently than other fixed-income securities in that they  

don’t have a coupon payment.  Instead, an investor buys the  

T-Bill at a discount from their face value at maturity.  

For example, an investor might pay $9,800 for a T-Bill with  

a face value of $10,000 that matures in 90 days. When the T-Bill  

matures, the investor receives the full value of the T-Bill,  

in this case, $10,000. The accrual represents the implied interest rate.  

From a taxation perspective, income earned on a T-Bill is considered interest income. At a minimum investment of 

$1,000, T-Bills can be purchased in denominations of $1,000, $5,000, $10,000, $25,000, $50,000, and $100,000 – but 

some institutions will require varying minimum investments.

T-Bill ETFs: What Are They  
and How Do They Work?
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Benefits Drawbacks

Credit is backed by the full faith and credit of the issuing 

government

Yields are generally lower than longer-duration treasuries or 

corporate-backed credit, or even some other savings instruments.

Relatively low minimum investment
Require consistent re-investment upon maturity for ongoing 

income

Easily bought and sold due to high liquidity Returns are taxed as interest income

Ultra short-dated maturity which eliminates 

most interest rate risk

Some investors would view cash deposits at a bank as potentially “safer” than government debt securities, also known as 

“treasuries”, which can have losses when interest rates rise. However, T-Bills, due to their short-term maturities, have little  

to no-interest rate risk. Additionally, in the case of cash deposits, that are not insured by the Canada Deposit Insurance 

Corporation (CDIC) or the Federal Deposit Insurance Corporation (FDIC), the value deposited would still be backed by the 

creditworthiness of the holding bank. Generally, the risk of default of a bank, particularly a well-capitalized one, is extremely 

unlikely. As history has shown, there have been times when the creditworthiness of private banks has been called into 

question. In the case of T-Bills, the risk is explicitly tied to the issuing government. In the case of the Canadian or U.S. federal 

governments, this risk is extremely low. 

Features of T-Bills:

There are a number of immediate advantages to investing in T-bills including safety, as explained above, as well as income, and 

liquidity. These short-dated savings instruments are highly liquid and can be bought and sold easily on the market. However, 

an investor looking to use T-Bills as an ongoing source of income would need to continuously re-invest at the point of maturity, 

which could become time-consuming, especially with T-Bills that have shorter maturities.

 

 

Benefits and Drawbacks of T-Bills



How do Treasury Bill ETFs work? 

T-Bill ETFs are exchange-traded funds (ETFs) that invest in treasury bills with short-term maturities.

Unlike other savings vehicles, like Guaranteed Investment Certificates (GICs) or High-Interest Savings Accounts (HISAs), which 

typically have minimum holding periods or investment amounts, T-Bill ETFs can be purchased or sold anytime throughout the 

trading day. As well, through the ETF structure, the short-term maturities of the T-Bills are automatically managed for investors, 

putting your T-Bill exposure on autopilot.’

There are some risks associated with investing in single T-Bills compared to T-Bill ETFs. Investing in a single T-Bill means that all 

your money is tied up in one security with a specific maturity date, which can although unlikely, increases the risk of losing 

money if the security defaults. Additionally, if you invest in and hold a single T-Bill to maturity, you may miss out on attractive  

re-investment opportunities if interest rates increase. In some instances, the value of a T-Bill may decline due to factors beyond 

the investor’s control, like changes in market conditions or geopolitical events. 

T-Bill ETFs can be a good option for investors looking to take advantage of the low-risk, short-term benefits of T-Bill investments, 

with the added diversification and ease of trading that the ETF structure brings.

Gain exposure to government-backed T-Bills with Horizons CBIL and UBIL.U Treasury Bill ETFs 

Horizons 0-3 Month T-Bill ETF (CBIL)

CBIL provides liquid and easy access to short-term Government of Canada T-bills. It can be used in a diversified investment 

portfolio to help reduce portfolio risk, meet short-term liquidity needs, and generate income. 

CBIL seeks to provide interest income through exposure to Government of Canada Treasury Bills with remaining maturities 

generally less than 3 months.

CBIL seeks to distribute the net income it generates from the T-Bills to unitholders on a monthly basis. 

Horizons 0-3 Month U.S. T-Bill ETF (UBIL.U)  

UBIL.U provides liquid and easy access to short-term U.S. Government T-bills. UBIL.U can be used in a diversified investment 

portfolio to help reduce portfolio risk, meet short-term liquidity needs, and generate U.S. dollar income. 

UBIL.U seeks to provide interest income through exposure to the U.S. Treasury Bills with remaining maturities generally less than 

3 months.

UBIL.U seeks to distribute the net income it generates from the T-Bills to unitholders on a monthly basis. 



T-Bill ETF Advantages

Safety: T-Bills held by the T-Bill ETFs, generally represent the lowest risk available to investors as they 

are short-term securities that are backed by the full faith and credit of the issuing government.

Income: T-Bill ETFs serve as a reliable source of interest income. 

Liquidity: T-Bill ETFs are highly liquid, meaning they can be easily bought and sold in the market 

throughout the trading day, providing investors with flexibility and the ability to react to changing 

market conditions.

Convenience: T-Bill ETFs offer investors a diversified portfolio of T-Bills by employing a rules-based 

approach to security selection and weighting. This helps reduce the reinvestment risk, the hassle 

associated with investing in a single T-Bill, and ensures a low and stable duration.

Disclaimer

 

Commissions, management fees, and expenses all may be associated with an investment in the Horizons 0-3 Month T-Bill ETF (“CBIL”) and the Horizons 0-3 Month U.S. T-Bill ETF 

(“UBIL.U”) (collectively, the “ETFs”) managed by Horizons ETFs Management (Canada) Inc. The ETFs are not covered by the Canada Deposit Insurance Corporation or by any other 

government deposit insurer. There can be no assurances that the ETFs will be able to maintain their net asset value per security at a constant amount or that the full amount of your 

investment in the ETF will be returned to you. Past performance may not be repeated. The prospectus contains important detailed information about the ETF. Please read the 

prospectus before investing. 

CBIL & UBIL.U may be susceptible to an increased risk of loss, including losses due to adverse events because fund assets are concentrated in a particular issue, issuer or issuers, country, 

market segment, or asset class.  While U.S. Treasury and Canadian Treasury obligations are fully backed by the respective governments, such securities are nonetheless subject to credit 

risk (i.e. the risk that the issuing government may be, or be perceived to be, unable or unwilling to honour its financial obligations, such as making payments). For a full description of the 

associated risks, please refer to the funds’ prospectus at www.horizonsetfs.com.

Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical variations thereof). 

The forward-looking statements are not historical facts but reflect the author’s current expectations regarding future results or events. These forward-looking statements are subject to a 

number of risks and uncertainties that could cause actual results or events to differ materially from current expectations. These and other factors should be considered carefully and readers 

should not place undue reliance on such forward-looking statements. These forward-looking statements are made as of the date hereof and the authors do not undertake to update any 

forward-looking statement that is contained herein, whether as a result of new information, future events or otherwise, unless required by applicable law. 

This communication is intended for informational purposes only and does not constitute an offer to sell or the solicitation of an offer to purchase exchange traded products (the “Horizons 

Exchange Traded Products”) managed by Horizons ETFs Management (Canada) Inc. and is not, and should not be construed as, investment, tax, legal or accounting advice, and should not 

be relied upon in that regard. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors should consult their professional advisors 

prior to implementing any changes to their investment strategies. These investments may not be suitable to the circumstances of an investor. 

All comments, opinions and views expressed are generally based on information available as of the date of publication and should not be considered as advice to purchase or to sell 

mentioned securities. Before making any investment decision, please consult your investment advisor or advisors.
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