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I-Bonds Strategy Guide: Maximize Your
Inflation-Protected Returns

Series | Savings Bonds are simple only until you need to decide when to buy,
how long to hold, whether the current composite rate is still attractive, and
how to work around TreasuryDirect's quirks. This guide explains the current
May 2026 to October 2026 composite rate of 4.26%, the fixed-plus-inflation
formula behind it, the one-year lockup and three-month interest penalty
before year five, the real purchase limits, the TreasuryDirect buying process,
and the gift-box strategy households use to front-load future-year capacity
without losing track of annual limits.

1. Foundation

Series | Savings Bonds are U.S. savings bonds designed to protect cash from inflation
without exposing principal to day-to-day market price swings. Their return is set by a
composite rate made from two parts: a fixed rate that stays with the bond for its full life
and an inflation component that resets every six months based on CPI-U. The formal
formula is fixed rate + (2 X semiannual inflation rate) + (fixed rate x semiannual
inflation rate). For bonds issued from May 2026 through October 2026, the composite
rate is 4.26%, built from a 0.90% fixed rate and a 1.67% semiannual inflation rate. That
matters because the fixed-rate portion is the long-term value anchor. A bond boughtin a
period with a healthy fixed rate can remain more attractive than an older zero-fixed-rate
bond even if future inflation cools. | bonds are backed by the U.S. Treasury, accrue
interest monthly, compound semiannually, and can earn for up to 30 years if you keep
them that long.

Historical context keeps expectations realistic. The famous 9.62% composite rate from
May through October 2022 was a response to a burst of inflation, not a permanent
feature of the product. After that, bonds issued from November 2022 through April 2023
paid 6.89%, then 4.30% in May through October 2023, 5.27% in November 2023 through
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April 2024, 4.28% in May through October 2024, 3.11% in November 2024 through April
2025, 3.98% in May through October 2025, 4.03% in November 2025 through April 2026,
and now 4.26% for May through October 2026. That sequence tells you two things. First,
| bonds are not always the hottest safe-cash option on the board. Second, they should be
evaluated as a rules-based inflation hedge, not as a once-in-a-decade headline trade. If
you buy only because you miss 9.62%, you are solving the wrong problem. The right
question is whether today's fixed rate, inflation reset schedule, tax treatment, and
liquidity rules fit the role you want the bond to play.

The purchase-limit conversation needs an update because older articles and social posts
still blend old and new rules. The classic limit that many people remember was $10,000
in electronic | bonds per person per calendar year through TreasuryDirect, plus up to
$5,000 in paper | bonds purchased with a federal tax refund. That paper-refund path is
important historical context because you will still see it quoted in planning guides. But
Treasury ended new paper I-bond purchases via tax refund beginning in 2025, so current
practice is electronic-only for new purchases. In other words, a person can buy up to
$10,000 electronically per calendar year in a personal TreasuryDirect account today,
while separate eligible entities such as trusts or businesses can have their own limits,
and the gift-box strategy can be used to pre-purchase for future delivery years. If you are
reading an old checklist that still assumes the extra $5,000 paper option is available
now, update the plan before you act.

Finally, understand the liquidity and use-case boundaries before buying. | bonds cannot
be redeemed during the first 12 months. If you cash out before the five-year mark, you
forfeit the last three months of interest. Those rules make them poor candidates for first-
line emergency cash, money for a home closing in six months, or any balance you might
need on demand. They are much better as a second-layer emergency fund, a
conservative inflation-protected reserve for goals more than a year away, a place for
savers who value federal tax deferral and exemption from state and local income tax, or
part of an education-funding strategy when the education tax rules line up. The best use
case is cash you truly do not need for at least a year but still want protected from
inflation with principal stability. The worst use case is money you hope you will not need
soon but might actually need next month.

2. Step-by-Step System




Decide whether | bonds deserve a slot in your cash plan

Begin with the job, not the rate. Write down the exact dollars you are considering,
the earliest month you could possibly need them, and the alternative safe-cash
options available to you today. If the money must remain fully liquid during the
next 12 months, stop here: a HYSA, Treasury bill ladder, or money market fund is
usually a better match. If the money is truly secondary emergency cash, a long-
dated sinking fund, or part of a conservative inflation-protected reserve, keep
going. A useful rule is to leave your first month or two of emergency cash in a bank
account and consider | bonds only for the layers beyond that. Also write down your
reason for ownership. “Because inflation exists” is too vague. “To protect $10,000
of secondary emergency reserves from inflation while keeping federal tax deferral”
is specific enough to guide future redemption decisions.

Learn the rate mechanics and choose your purchase window

I-bond timing makes more sense once you understand how the issue month works.
Every bond earns interest from the first day of the month in which it is purchased,
so many investors buy late in the month after confirming that funding and account
access are ready. The current May 2026 to October 2026 issue window offers a
4.26% composite rate for the first six months, with a 0.90% fixed rate locked in for
the life of the bond. After that first six-month period, the inflation component will
reset based on the next announced CPI-U change, but the 0.90% fixed piece
remains. Compare that with history: 9.62% in mid-2022, 6.89% after that, then the
3% to 5% range across 2023 to 2026. The lesson is not to guess the next inflation
print. The lesson is to know what you are locking in now. If the fixed rate is
attractive relative to recent history and the role fits your plan, buying now can
make sense even if the next inflation reset is lower. If your alternative is a much
higher liquid yield and you hate the one-year lockup, waiting or using another
instrument can also be rational.




Open TreasuryDirect and execute the purchase cleanly

TreasuryDirect is the official place to buy new electronic | bonds, and the setup
process rewards patience more than speed. Each adult needs their own account if
they want their own annual purchase capacity. Link a checking or savings account
you actually control, verify identity information carefully, and save your bank
details before you attempt a time-sensitive month-end purchase. TreasuryDirect
lets you buy electronic | bonds in amounts from $25 upward to the penny, up to the
annual limit. When you place the order, record the purchase month, amount,
registration, and the exact earliest redemption month one year later. If you are
buying for a spouse or child, make sure you understand whether the bond should
be bought directly in that person's account or in your gift box for later delivery. A
small process note matters here: do not rely on memory. TreasuryDirect is not a
platform where you want to reconstruct account numbers, issue months, or
beneficiary choices after the fact.




Plan the hold period and redemption rules before you buy

An | bond is easiest to manage when you know the exit path up front. The earliest
redemption date is 12 months after purchase. Until the five-year anniversary, any
redemption loses the most recent three months of interest. Because the penalty
removes the last three months, some investors compare | bonds with HYSAs, T-
bills, or CDs once the bond reaches about 15 months old. If the current or
upcoming I-bond earnings period is weak, redeeming after the low-interest months
have effectively been absorbed by the penalty can be sensible. But that decision
should be based on forward-looking yield, not on attachment to the original
purchase. Create a row in your tracker for issue month, current six-month earning
period, next reset month, and the earliest penalty-free date. Then compare the
after-penalty value with today's alternatives. This keeps you from both common
errors: redeeming too early out of impatience and holding too long just because the
bond once had a famous headline rate.




Use the gift-box strategy correctly if your household wants more
capacity

The gift-box strategy is valuable, but only if you follow the rules exactly. In
TreasuryDirect, you can buy an | bond as a gift for another person and hold it in
your account's gift box. There is a minimum five-business-day wait before delivery,
and the recipient must have a TreasuryDirect account to receive the bond. The
strategic advantage is timing: the bond's issue month, interest accrual, and one-
year holding clock start when you purchase it, not when you deliver it. Delivery
counts against the recipient's annual purchase limit in the year of delivery, which
allows a household to front-load future-year capacity. Gifts also do not consume the
giver's own personal $10,000 purchase slot the way a self-purchase does. That
means spouses can buy gifts for each other in a favorable fixed-rate window and
deliver them in later years, provided each year's delivery stays within the
recipient's annual limit. The mistake is to treat gift-box bonds as personal extra
inventory. They belong to the named recipient, and good records are essential so
they do not sit forgotten in limbo.




Review the bond annually as part of your safe-cash allocation

Once purchased, | bonds should move onto the same review calendar as the rest of
your safe assets. At least once a year, list each bond cohort by issue month and
fixed rate, note which ones are still inside the five-year penalty period, and
compare them with your current HYSA, CD, T-bill, and money market alternatives. A
2026 bond with a 0.90% fixed rate may remain appealing for longer than an older
zero-fixed-rate bond if inflation falls. If you use | bonds as part of emergency
reserves, verify that enough fully liquid cash still exists elsewhere so the one-year
lockup never becomes a crisis. Also choose your tax-record method deliberately.
Federal tax can generally be deferred until redemption, and I-bond interest is
exempt from state and local income tax, but your records still need purchase dates,
issue months, redemption dates, and recipient details for gifts. The more
methodical your annual review, the easier it is to decide whether to buy again,
hold, redeem, or shift that safe-cash role to another instrument.

3. Key Worksheets & Checklists

Use these pages to turn a vague “maybe | should buy | bonds” thought into a dated plan.
The first worksheet captures fit, limits, and timing. The checklist keeps TreasuryDirect
execution from getting sloppy. The rate-history table gives you concrete context so you
can compare the current window with the ones that came before it.




I-Bond Decision Worksheet

Purpose of funds

Amount under
review

Current issue

window

Earliest
acceptable
access date

Purchase-limit
note

Gift-box
opportunity

Best alternative
today

Redemption plan

State the exact role: secondary emergency fund,
education reserve, inflation hedge, conservative goal
cash, or other specific purpose.

Write the dollars you may buy now and whether the full
amount fits under this year's remaining annual limit.

Record the current composite rate, fixed rate, and issue
period. For May through October 2026, that is 4.26%
composite with a 0.90% fixed rate.

If you might need the cash before 12 months, stop and
choose another vehicle.

Current rule: up to $10,000 electronic per person per
year. Historical note: older guides also cite up to $5,000

paper via tax refund, but that paper purchase path
ended in 2025.

Note whether a spouse or family gifting plan allows pre-
purchasing for future delivery years.

List the competing HYSA, T-bill, CD, or money market
yield and the liquidity advantage it offers.

Write the earliest redemption month, the penalty-free
date, and the condition that would cause you to redeem
before year five.




Purchase & Gift-Box Checklist

Confirm the money is not needed during the next 12 months; first-line
emergency cash should stay liquid elsewhere.

Record the current composite rate and fixed rate before buying so you know
what is actually being locked in.

If buying near month-end, verify that your linked bank account is active and
TreasuryDirect access is working before the final business day.

Save the issue month, amount, registration, and beneficiary information
immediately after purchase.

Update your annual-limit tracker so direct purchases, gifts received, and planned
gift deliveries do not collide.

Remember that older content mentioning $10,000 electronic plus $5,000 paper
via tax refund is historical; new paper refund purchases ended in 2025.

If using the gift box, confirm the recipient's full legal name, Social Security
number, and TreasuryDirect account number before delivery.

Note that delivery, not purchase, counts against the recipient's annual limit, so

schedule gift deliveries deliberately by calendar year.

Set two reminders: earliest redemption date at 12 months and penalty-free date
at five years.




Recent Rate History & Strategy Table

Issue period

May 2022 - Oct 2022

Nov 2022 - Apr 2023

May 2023 - Oct 2023

Nov 2023 - Apr 2024

May 2024 - Oct 2024

Nov 2024 - Apr 2025

May 2025 - Oct 2025

Fixed / Composite
rate

0.00% fixed / 9.62%
composite

0.40% fixed / 6.89%
composite

0.90% fixed / 4.30%
composite

1.30% fixed / 5.27%
composite

1.30% fixed / 4.28%
composite

1.20% fixed / 3.11%
composite

1.10% fixed / 3.98%
composite

Why it mattered

Inflation spike created
the headline period that
drew mass attention to |
bonds.

Still strong inflation
protection, but lower
than the 2022 peak and
the fixed rate returned.

Yield normalized, but
the positive fixed rate
made new purchases
more durable.

One of the better recent
combinations of fixed-
rate quality and total
headline yield.

Showed why fixed rate
can matter more than a
small change in the
current composite
number.

Useful reminder that |
bonds are not always
the best short-term
cash yield.

Reasonable inflation-
linked yield for savers




Issue period
rate

Nov 2025 - Apr 2026

May 2026 - Oct 2026

4. Common Mistakes

Buying money you may need
inside the lockup period

The one-year minimum holding period
is absolute for new | bonds. If there is
a realistic chance you will need the
cash in the next 12 months, keep it in
a HYSA, T-bill ladder, or money market
fund instead of trying to force | bonds
into the wrong role.

Fixed / Composite

0.90% fixed / 4.03%
composite

0.90% fixed / 4.26%
composite

Why it mattered

who valued tax deferral
and principal safety.

Kept | bonds
competitive as cash
rates stabilized.

Current reference point:
attractive enough for
the right use case, but
still requires a liquidity
comparison.

Chasing 2022 headline rates
instead of evaluating today's
bond

The 9.62% period was real, but it was
also unusual. Today's decision should
be based on the current composite
rate, the fixed rate, your time horizon,
and better alternatives available right
now. Nostalgia is not an investment
process.




Misunderstanding limits, gifts,
and old paper-bond rules

Many savers still repeat the old
$10,000 electronic plus $5,000 tax-
refund rule as if it were current. New
paper refund purchases ended in
2025. Gift-box deliveries also count
against the recipient's annual limit, so
limit tracking has to be deliberate.

Forgetting the issue-month
calendar and redemption math

| bonds are easy to mismanage if you
do not track issue month, reset
month, earliest redemption date, and
penalty-free date. A simple
spreadsheet or note with those four
fields can prevent both accidental
impatience and unnecessary over-

holding.

5. Next Steps

Before your next purchase window ends, write down the exact amount you will buy, the
reason you are buying it, and the month you can first redeem it. Then save the official

TreasuryDirect I-bond overview, the rate history page, and the gift-bond instructions in
one folder so your annual review takes minutes instead of guesswork. If the current issue
no longer fits your safe-cash mix, compare it directly with your best HYSA, CD, T-bill, or
money market option and let the role of the money — not the product’s popularity —
make the decision.
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