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Fixed income in 2023:  
Opportunity amid volatility

As we enter 2023, our macro outlook for fixed income 
markets revolves around three main drivers: 
1. Elevated inflation
2. Restrictive monetary policy
3. Rapidly slowing growth 

In 2022, historically high inflation led global central  
banks to make a series of bold tightening moves. In 
2023, we believe this may result in a significant slowing 
of global growth and, in the U.S., a likely recession by 
the middle of 2023.
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*Weighted by nominal GDP of the 10 largest economies within G20.

U.S. outlook
In the U.S., it’s our view that inflation may gradually move 
toward the Federal Reserve’s (Fed) 2% goal over the 
year. Core goods inflation has already made enormous 
progress over the course of 2022, driven by a softening in 
used auto, apparel, and furnishings prices. Services have 
been stickier, due in large part to the long lags in shelter/
owners’ equivalent rent. Further, timely measures of new 
lease signings suggest that it’s only a matter of time 
before rent/services inflation makes substantial progress 
towards the Fed’s goal.

In the meantime, the Fed continues to hike into a 
slowing economy, based on inflation metrics that lag the 
policy rate by as much as 18 months. Already, recession 
warnings are seen in many leading indicators, including:
• The yield curve 
• Small-business optimism
• Housing
• CEO/CFO confidence
• Consumer sentiment
• Manufacturing new orders

EXHIBIT 1

Timely measures of rent inflation have likely peaked

EXHIBIT 2

Major policy rate change 2023 vs. 2022 (bps)

 U.S. CPI Urban Consumers Owner Equivalent Rent of Residences, SA 
 U.S. Zillow Rent Index, all homes, MoM

 Where we’ve been    Where we are headed

Global outlook
With a hamstrung Fed, the global outlook for 2023 is one 
of cautious optimism for fixed income. With the Fed unable 
to readily rescue the economy, global policymakers are 
factoring in a sharp drop in growth to tone down the pace of 
policy tightening. This is despite expectations of moderating, 
though still elevated, inflationary pressures. The average 230 
bps of global rate hikes* seen in 2022 is expected to taper off 
to less than 20 bps—a trajectory that could be cushioned by 
the high yield levels in fixed income markets after this year’s 
correction. This provides a welcome respite/reset from 2022. 

That said, risks remain. Central bank balance sheets 
have become bloated following a decade of on-and-off 
quantitative easing and need some release. The Bank of 
England already commenced asset sales in November and 
the European Central Bank pledged to taper in March of 
2023. The Bank of Japan eased its foot on the yield curve 
control gas pedal in the final major central bank policy 
action this year, a necessary precursor to a broader reduction 
of policy accommodation. The Fed will likely also look for 
opportunities in 2023 to shrink its balance sheet. Care will be 
taken to not disrupt markets, although the execution is going 
to be extremely challenging. 

At the end of 2022, risk appetite was buoyed by expectations of a December step-down in the pace of Fed hikes from 75 basis 
points (bps) to 50 bps per meeting. However, once the euphoria of a slower pace of Fed hikes runs its course, the cold, hard 
realities—of restrictive policy, looming recession, and a Fed that can’t “come to the rescue” as quickly as the market has become 
accustomed to—should dampen risk appetite.
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Summary of investment implications
The combination of elevated inflation, restrictive monetary policy, and slowing global growth 
will present unique challenges for investors; however, select opportunities in fixed income 
remain attractive in our view.

INVESTMENT GRADE CREDIT
The combination of higher yields and wider spreads—along with stable credit metrics—
heralds a positive backdrop for corporate bonds.

HIGH YIELD CREDIT 
The significant decline in bond prices seen in 2022 paves the way for an attractive entry point 
into a high-income asset class with additional capital appreciation upside potential.

SECURITIZED DEBT 
Short AAA consumer asset-backed securities and government-guaranteed mortgage-backed 
securities offer attractive yields and tend to outperform into (and through) recessions.

MUNICIPALS
Taxable U.S. municipal bonds are particularly attractive investments when measured against 
other investment grade, fixed income asset classes. 

EMERGING MARKET DEBT
The global and U.S. cycles continue to be the major drivers for emerging-market (EM) bonds. 
While the sell-off in 2022 was led by rates moving higher, this period going into a late-cycle 
U.S. recession is likely to determine the path of credit spreads in 2023. 

PRIVATE CREDIT
The current market presents attractive opportunities for investors as market volatility and 
economic uncertainty contribute to tighter credit conditions, which in turn contribute to a 
favorable lending environment.
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Investment grade credit
Often, heightened volatility presages attractive buying opportunities across fixed income markets. That’s the scenario we find 
ourselves in at the end of 2022 within investment grade credit. The combination of higher yields and wider spreads, along with 
stable credit metrics, provides an attractive backdrop for corporate bonds.

We all knew the journey to higher rates was going to be damaging from a total-return standpoint; however, we believe most of the 
wreckage is behind us, and the magnitude of that movement in U.S. Treasury yields makes the anticipated path ahead promising 
as yields settle into a more range-bound band. In investing, after all, it matters more what we expect a security or asset class to do 
tomorrow than what it did yesterday. 

Given the historic and rapid rise in yields, we believe the Fed is closer to the end than the beginning of their hiking cycle. In other 
words, much of the response to Fed tightening has already been priced into the intermediate part of the U.S. Treasury curve, which 
forms the reference rate for the investment grade market. 

Credit spreads drifted wider in 2022 and settled into a trading band that is, by historical averages, on the wider side. That has 
conferred a higher breakeven spread of nearly 20 bps for investment grade credit. With corporate fundamentals sound, more 
spread to cushion against further widening makes the argument for investment grade credit investment compelling. Plus, yields 
between 5 and 6% serve as enticing levels to draw in buyers.

Two points stand out about the nature and nuance of corporate bond supply and demand:
1. The majority of high-quality bonds trading at a discount to par means we have a number of bonds with compelling convexity 

profiles—which should stimulate demand. That’s the result of lower-coupon bonds enduring the path to higher rates and  
falling in price. 

2. The flood of new debt recently issued stemmed from companies seeking to lock in low-cost funding. That prefunding deluge is 
largely done, so the backdrop from a supply standpoint appears supportive. In short, now represents a very favorable time for 
investing in high-grade corporate bonds.

EXHIBIT 3

U.S. investment grade corporate yields and spreads, past 5 years

 Yield-to-worst (%)    Option adjusted spread (bps)
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High yield credit
If history repeats itself, the combination of slower economic growth and a likely recession doesn’t create an ideal backdrop for risk 
assets—high yield included. As we look into 2023, however, much has changed in the high yield market over recent years that, in 
our opinion, should lead to a better outcome for the asset class if the highly anticipated recession comes to fruition.

Since the global financial crisis, the credit-quality profile of the high yield market improved progressively and is now at record highs. 
Since 2009, the BB to CCC ratio nearly tripled to over 4.5x today (see Exhibit 4). The changes in the index have been slow and 
steady, though, so its impact has been largely overlooked. In addition, leverage is near a low last seen in 2019, and interest coverage 
is at a record high. Let’s keep that in mind when comparing historic norms for traditional reference points (like spreads) to today’s 
high yield market.

The average spread of the U.S. high yield index from December 31, 2009, to November 30, 2022, was 468 bps. The average BB 
to CCC ratio was 2.8x. High yield spreads were volatile but gravitated toward that 10+ year average, despite the dramatic quality 
improvement of the Index discussed earlier. We believe investors should consider this trend when weighing whether current spread 
levels offer an attractive entry-point for the asset class; combined with all-in yields near 9.0% to end the year, we think it is. For 
investors looking for global high yield, yields and spreads far exceed even these levels while facing similar macro headwinds.

Other positive factors ought to inform one’s view on high yield credit spreads. To name a few:
• Increasing levels of secured bonds
• Low default rates with minimal upcoming maturities
• Higher recoveries from defaults

All the previously mentioned data points currently paint a picture of fundamental strength for the asset class, which warrants 
historically tighter spreads. Even though spreads aren’t significantly wider over the last decade, the dollar price of high yield bonds 
is definitely below the average (see 10-year price graph in Exhibit 5). 

Bonds are often supposed to bring less volatility to a portfolio, but 2022 proved otherwise. The significant decline in bond prices 
seen over the year (to around $85 for U.S. high yield and $82 for global high yield) paves the way for an attractive entry point of 
not only a high-income asset but one with upside from capital appreciation. The result for this asset class is a level of higher-than-
normal returns that hasn’t existed for several years.

EXHIBIT 4

BB/CCC ratio
EXHIBIT 5

10-year price history of high yield index
 BB/CCC Ratio  High yield index price    Average index price
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Securitized debt
We find short AAA consumer asset-backed securities and government-guaranteed mortgage-backed securities (MBS) attractive. In 
our view, both should offer attractive yields and tend to outperform into (and through) recessionary periods.

Asset-backed securities
We favor an overweight to AAA auto loan asset-backed 
securities (ABS), including subprime auto loan (although 
we would stick to the upper tiers of sponsors). Compared 
to corporates, structured products have generally 
underperformed in 2022. 

Asset-backed securities have top credit ratings. And in many 
cases, they mature in just two or three years—providing 
cash-flow certainty for investors. Buying ABS amounts to a 
relatively short-term bet, and the price of the securities isn’t 
very sensitive to interest-rate changes. These factors make ABS 
attractive to investors during heightened market volatility.

The auto ABS subsector is mature and typically has less credit 
risk (or risk of default) than many other fixed income sectors. 
Since 2015, there were 2,867 upgrades in the auto ABS asset 
class and only 21 downgrades (less than 1%), according to 
S&P Global. Structures have improved considerably since the 
global financial crisis and performed resiliently during recent 
COVID-19 financial stress. While delinquency performance has 
recently weakened, consumers continue to value their auto 
loans, prioritizing auto payments “well above” credit cards and 
“just behind” mortgages (TransUnion study). 

Auto ABS also benefits from a structure that rapidly pays down 
the bonds as credit support builds, improving the credit-risk 
profile as the security matures. Although higher unemployment 
and consumer debt increase the risk to the downside, ABS AAA 
auto structures are still robust and extremely difficult to break 
under recession scenarios. 

U.S. agency MBS
We also find agency MBS attractive. The asset class benefits 
from government guarantees of credit risk and little-to-no 
financing risk (even for a large rally in interest rates). Over  
the year, agency MBS spreads widened due to technical 
headwinds (limited bank sponsorship and Fed quantitative 
tightening) and are currently at attractive levels relative to 
investment grade credit. 

As Exhibit 6 displays, MBS spreads have historically 
outperformed credit into a recession thanks to the government 
sponsorship of credit risk. Technicals have been on the mend, 
with slowing house price appreciation and housing activity 
reducing organic net supply. At the same time, asset managers 
have begun the migration out of credit and risky assets and 
into MBS. Not surprisingly, MBS is poised to be the spread 
sector of favor as a recession nears.

EXHIBIT 6

MBS option adjusted spread vs. investment grade corporate option adjusted spread
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Municipals
With additional rate increases and a recession 
on the horizon, taxable U.S. municipal bonds 
are particularly attractive investments when 
measured against other investment grade 
fixed income asset classes. This is particularly 
true for insurance companies, as well as 
liability investing and unconstrained portfolios. 

With a market value of over $800 billion, 
taxable municipals generally have much 
longer maturities—as well as a higher 
concentration of securities rated AA and 
AAA—when compared to investment grade 
corporates. This concentration is especially 
beneficial for life insurers, as regulators 
introduced updated risk factors in early 2022 
for fixed income, with return on capital steadily 
declining for lower-rated debt. 

After consecutive years of outperforming 
corporates, 2022 was an underwhelming year 
for taxable municipal performance—both 
outright and relative. The primary culprit is 
the longer-duration characteristic of the asset 
class in a year during which interest rates rose 
steadily across the entire maturity spectrum. 

The silver lining is that this underperformance 
sets up well for 2023. Using the JP Morgan 
JULI index as a guide, 30-year taxable 
municipal yields are the cheapest since 2013, 
while spreads measured against corporates 
are the widest since April 2020. 

If the bond market is correct in forecasting 
a downturn—or worse—in 2023, stable 
municipal rating transitions and better 
historical default metrics add to the appeal 
of the asset class. This has been particularly 
evident around recessionary periods. The 
historical municipal average cumulative 
default rate from 1970-2021 is just 0.2% per 
Moody’s Analytics. 

EXHIBIT 7

Average 10-year cumulative default rates, 1970–2021

EXHIBIT 8

One-year drift, U.S. municipal issuers vs. global corporate issuers, 
1970-2021

 Municipals    Global corporates

 Municipals rating drift    Corporate rating drift 

Data range: January 1, 1970–January 1, 2021. Source: Moody’s Investors Service.

Data range: January 1, 1970–January 1, 2021. Source: Moody’s Investors Service.
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Emerging market debt
The global and U.S. cycles continue to be the major drivers for emerging-market (EM) bonds. While the sell-off in 2022 was led by 
rates moving higher, this period going into a late-cycle U.S. recession is likely to determine the path of credit spreads in 2023. There 
was a significant divergence in the performance of investment grade versus high yield EM credits the past year, depending on the 
exposures to commodities and financial flows, reliance on USD funding, and resilience of the domestic economies.

As the largest emerging markets in Asia and Latin America respectively, China and Brazil remain a key focus. In China, the impact 
of the political transition into policymaking and the ongoing COVID-19 reopening are the major drivers of China’s macro and asset 
markets. In Brazil, the new Lula government coming into power will dominate market expectations of Brazilian assets.

China
The volatility around China’s political economy remains a key 
focus among EM and global investors. This is not only from the 
perspective of the impact of China’s assets but also related 
economic blocs (especially in Asia) and the macro implications 
affected by the nature of China’s growth slowdown.

China’s equity and bond markets went through a quarter  
of volatile trading punctuated by the focus on the 20th  
Party Congress meetings in October. The Party Congress 
meeting began initially with concerns over the lack of 
COVID-19 reopening and an emphasis on national security 
during the president’s speech. Concerns rose further on the 
market’s lack of understanding of the transition rules in the 
Chinese leadership. 

But in quick succession, the Chinese authorities announced 
fresh support measures on China’s two major headwinds—
COVID-19 and the property sector slump. In our view, the 
Chinese government’s actions, more than its words, will  
provide the best indicator of what any reopening may look like. 

The current COVID-19 outbreak will prove to be a test of  
the resolve of a real reopening. The People’s Bank of China 
(PBOC) and China Banking and Insurance Regulatory 
Commission (CBIRC) 16-measure support for the property 
sector would be one of the most substantial plans for the 
sector we have seen in the past 18 months—keeping us 
cautiously optimistic on the asset class.

Brazil
In Brazil, Luiz Inácio Lula da Silva was elected President for a 
third time in an unexpectedly tight race against incumbent 
Jair Bolsonaro. Markets breathed a sigh of relief as President 
Bolsonaro, who had repeatedly intimated that he would not 
accept a loss, authorized the peaceful transition of power. 

Now, the question for investors is, which Lula will they get? 
Brazilians and investors remember certain aspects of his 
first two terms (2003-2010) fondly, as the commodity boom 
propelled Brazil’s economy, and Lula’s policies reduced poverty. 

On the other hand, Lula’s transition team already advocated 
the exemption of auxiliary social spending programs from 
the country’s main fiscal rule, which could destabilize Brazil’s 
already high debt burden. Compounding the problem, Lula 
has dismissed concerned investors as “not serious people” 
and has sought to reframe the conversation around “social 
responsibility rather than fiscal responsibility.” Strong showings 
by the opposition in October’s congressional elections will dent 
his ambitions.

Brazil has been among the standout performers in EM, driven 
by strong domestic growth and commodity exports. The 
central bank’s rate hikes helped power the Brazilian Real in 
2022 to the strongest performance among major currencies. 
With growth forecast to fall sharply next year and debt to 
GDP of ~80%, investors will look for any deviation from fiscal 
orthodoxy. Investor sentiment towards Latin America has 
already been chilled by the spate of leftist victories (see Chile, 
Colombia). It remains to be seen how Lula will balance his 
campaign promises with economic and political reality.

EXHIBIT 9

CEMBI broad spread to worst (STW)

 CEMBI Broad STW    CEMBI Broad China STW   
 CEMBI Broad Brazil STW

Data range: December 31, 2021–October 31, 2022. Source: Bloomberg.
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Private credit
The current market presents attractive opportunities for 
investors as market volatility and economic uncertainty 
contribute to tighter credit conditions, which in turn contribute 
to a favorable lending environment. Though recessionary fears, 
persistently high inflation, rising interest rates, and public market 
volatility may cause investors to pause when considering a new 
or incremental allocation to middle-market direct lending, we 
believe the loans originated during the current and upcoming 
period will prove to deliver value. 

Borrowers being financed in the private middle market 
continue to be heavily focused in resilient, generally non-cyclical 
industries. Deal terms have clearly shifted to favor lenders. With 
the current economic and market outlook, lenders continue 
to be very selective, while private equity (PE) sponsors are 
also focused on pursuing financing for companies they expect 
to realize attractive financial performance through more 
challenging economic conditions. 

We expect deal flow to moderate in the coming quarters, 
with a decline in leveraged buyouts (LBOs) and a shift to a 
greater proportion of add-on acquisitions for existing business 
platforms. Access to capital and the cost of debt capital will be a 
driver of some of this moderation, along with sellers and buyers 
resetting clearing valuation multiples for new transactions. 

Add-on acquisitions for existing platforms can be very attractive 
during more challenging economic conditions. Enterprise 
valuations of the add-on acquisition typically decline more 
relative to the acquiring platform. In addition, the acquisitions 
deliver additional business diversification. Ultimately, prudently 
growing a business during an economic downturn can be 
attractive for both the PE sponsor/owner and lenders. 

We expect loan yields to remain at very attractive levels in the 
coming year, with risk premium spreads remaining elevated 
along with a high base rate (secured overnight financing rate, or 
SOFR). This higher income, along with improved call protection 
and greater original issue discount (OID), is expected to drive 
greater returns.  

However, with higher rates and associated cost of debt capital 
for borrowers, debt service should be a key focus. So, in addition 
to the quality of a borrower’s business, leverage levels and credit 
structure will be very important. 

The lower leverage and better credit structure (with meaningful 
financial covenants) associated with lower and core middle-
market companies should provide investors with meaningful 
benefits. This is especially the case compared to upper 
middle-market deals, which are often much more levered 
and thus have higher interest burdens to meet in a rising-rate 
environment. The private middle market, having less cyclical 
industry exposure and generally lower leverage than the public 
market, should offer the opportunity for attractive absolute and 
relative performance—as has been the case during many prior 
economic cycles and periods of market volatility.  

EXHIBIT 10

1st lien term loan (TL) yield and middle market (MM) yield premium, annual

   Large corporate TL yields (LHS)  
   MM 1st lien term loan yields 

(Banks + DL) (LHS)  
   MM 1st lien term loan yields 

(Direct Lenders only) (LHS)  
 MM yield premium  
(over large corporate) (RHS) 

 Direct lenders MM yield premium 
(over large corporate) (RHS)
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lending

High 
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loans

Great recession
(2Q 2008–4Q 2008) -8% -27% -30%

COVID-19
(4Q 2019–1Q 2020) -5% -13% -13%

Sharpe ratio
(3Q 2004–2Q 2022) 2.90 0.37 0.03
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Conclusion
Some of the pain of 2022 will likely continue into 2023. It will likely take additional rate hikes, for 
instance, before the Fed is satisfied that inflation is abating. Globally, many central banks will continue 
looking for opportunities to shrink their balance sheets. And a recession by mid-year seems highly likely.

There are reasons to be hopeful, however. Inflation pressures are moderating globally, and recession 
fears are already priced into most markets. These factors—combined with lower prices, higher yields, 
and wider spreads in many fixed income categories—should provide ample opportunities for fixed 
income investors in 2023 and beyond. 

Forward-looking sector views 

Underweight Neutral Overweight

Investment grade
U.S. agency MBS

CMBS

ABS

Mortgage credit

U.S. credit

European credit

Asia credit

Municipals

High yield
U.S. credit

U.S. bank loans

European credit

Asia credit

Emerging market debt
Hard currency

Local currency

Corporates

Alternatives
Direct lending

Investment grade private credit

As of December 31, 2022. The above views reflect the relative value of the sectors shown based on forward-looking return 
expectations over the next 12 months.
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Principal Fixed Income: A leading global fixed income platform
Principal Fixed Income is the fixed income investment management platform of Principal Asset Management  
and manages US $131.6 billion in assets under management as of September 30, 2022. Principal Fixed Income 
has capabilities that span all major fixed income sectors. Our globally integrated platform with investment centers 
worldwide and over 110 investment professionals, helps to directly access global fixed income markets and deliver 
a diversity of investment perspectives. Our structure and proprietary investment tools foster collaboration across 
sector-specialty teams, whether the sector is explicitly integrated into a portfolio or not. In our view, this diversity of 
insight helps each sector-specialty team formulate richer investment theses and make better-informed investment 
decisions on behalf of our clients.

Investment Strategy Group
The creation of the fixed income outlook is a collaborative effort led by the Principal Fixed Income Investment 
Strategy Group. The Investment Strategy Group is comprised of the senior-most investment professionals from across 
the platform and is responsible for identifying key macroeconomic factors that are most likely to drive investment 
performance across global fixed income markets. Output from the Investment Strategy Group is formalized through 
Principal’s proprietary Macro Risk Outlook framework and informs investment processes across the platform, acting 
as a top-down complement to the platform’s best-in-class bottom-up fundamental research capability.

 

Contact your Principal representative and visit PrincipalAM.com.
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Risk considerations
Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return. All financial investments involve an 
element of risk. Therefore, the value of the investment and the income from it will vary and the initial investment amount cannot be guaranteed.  
Fixed‐-income investment options are subject to interest rate risk, and their value will decline as interest rates rise.  Potential investors should be 
aware that Investment grade corporate bonds carry credit risks, default risk, liquidity risks, currency risks, operational risks, legal risks, counterparty 
risk and valuation risks.  Lower-rated securities are subject to additional credit and default risks.  Fixed-income investment options that invest in 
mortgage securities, such as commercial mortgage-backed securities, are subject to increased risk due to real estate exposure.  Emerging market 
debt may be subject to heightened default and liquidity risk.  International investing involves greater risks such as currency fluctuations, political/
social instability, and differing accounting standards.  Private credit involves an investment in non-publicaly traded securities which are subject to 
illiquidity risk. Portfolios that invest in private credit may be leveraged and may engage in speculative investment practices that increase the risk of 
investment loss. Investments in Private Credit may also be subject to real estate-related risks, which include new regulatory or legislative 
developments, the attractiveness and location of properties, the financial condition of tenants, potential liability under environmental and other 
laws, as well as natural disasters and other factors beyond a manager’s control.  

Important information
This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should 
not be construed as specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of 
future events regarding an investment or the markets in general. Information presented has been derived from sources believed to be accurate; 
however, we do not independently verify or guarantee its accuracy or validity. Any reference to a specific investment or security does not constitute 
a recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager or its affiliates has recommended 
a specific security for any client account. Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their 
officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any way 
(including by reason of negligence) for errors or omissions in the information or data provided.  

This material may contain `forward-looking’ information that is not purely historical in nature and may include, among other things, projections, 
and forecasts. There is no guarantee that any forecasts made will come to pass.  Reliance upon information in this material is at the sole 
discretion of the reader. 

All figures shown in this document are in U.S. dollars unless otherwise noted. All assets under management figures shown in this document are 
gross figures, before fees, transaction costs and other expenses and may include leverage, unless otherwise noted. Assets under management may 
include model-only assets managed by the firm, where the firm has no control as to whether investment recommendations are accepted, or the firm 
does not have trading authority over the assets.

Index performance information reflects no deduction for fees, expenses, or taxes. Indices are unmanaged and individuals cannot invest directly in 
an index.

This document is intent for use in:
• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission. 
• Europe by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU) 

Limited is regulated by the Central Bank of Ireland. In Europe, this document is directed exclusively at Professional Clients and Eligible 
Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). The contents of the document have been approved 
by the relevant entity. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or Principal Global 
Investors (EU) Limited (“PGI EU”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority 
or the Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGI EU, PGIE or PGI EU 
may delegate management authority to affiliates that are not authorized and regulated within Europe and in any such case, the client may not 
benefit from all protections offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of Ireland. 

• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 
03819986, which is authorised and regulated by the Financial Conduct Authority (“FCA”). 

• This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH. 
• United Arab Emirates by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the 

Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the recipient and should not be passed 
on or otherwise distributed by the recipient to any other person or organisation.  

• Singapore by Principal Global Investors (Singapore)Limited (ACRA Reg.No.199603735H), which is regulated by the Monetary Authority of 
Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act 2001. This advertisement or 
publication has not been reviewed by the Monetary Authority of Singapore.  

• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian 
Securities and Investments Commission. This document is intended for sophisticated institutional investors only. 

• Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and 
is directed exclusively at professional investors as defined by the Securities and Futures Ordinance.

• Other APAC Countries, this material is issued for institutional investors only (or professional/sophisticated/qualified investors, as such term 
may apply in local jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or 
entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.

Principal Global Investors, LLC (PGI) is registered with the U.S. Commodity Futures Trading Commission (CFTC) as a commodity trading advisor 
(CTA), a commodity pool operator (CPO) and is a member of the National Futures Association (NFA). PGI advises qualified eligible persons (QEPs) 
under CFTC Regulation 4.7.

Principal Asset Management℠is a trade name of Principal Global Investors, LLC.

Principal Fixed Income is an investment team within Principal Global Investors

© 2022 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design 
are registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around 
the world and may be used only with the permission of Principal Financial Services, Inc. 
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