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Total return and yield opportunities  
with the “pull to par”  

Spectrum Asset Management 

Prices remain discounted in the preferred and capital securities market. As we move closer to call/reset dates, 
issues will likely appreciate towards par, irrespective of the direction of rates, as long as the reset spread is wider 
than market spreads at the time of call.
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Historical average prices of the preferred and capital securities market

Current discounted prices of the preferreds universe

As of April 30, 2024. Source: ICE Data Services. Indices used: Retail: ICE BofA Core Fixed Rate Preferred Securities Index (P0P2); Institutional: ICE BofA US 
Investment Grade Institutional Capital Securities Index (CIPS); CoCos: ICE USD Contingent Capital Index (CDLR).

As of April 30, 2024. Source: ICE Data Services. Indices used: Retail: ICE BofA Core Plus Fixed Rate Preferred Securities Index (P0P4); Institutional: ICE US Institutional 
Capital Securities Index (IIPS); CoCos: ICE USD Contingent Capital Index (CDLR). Retail par average price shown as Institutional equivalent for comparison. 

Retail market Institutional market CoCos market

Average price $83.97 $95.25 $95.10

Discount to par $16.03 $4.75 $4.90

20

40

60

80

100

120

140

2003
2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

2015
2016

2017
2018

2019
2020

2021
2022

2023

Retail Institutional Contingent convertibles (CoCos) Par

Global  
financial  

crisis

COVID-19 Banking 
sector crisis



 Total return and yield opportunities with the “pull to par” | 2

"Pull to par" in practice 

Below are examples from each market to show the coupon and total return potential that the pull to par can 
bring to your portfolio. 

Coupon and total return potential for three issues

25s (Issue A) 1000s (Issue B) CoCos (Issue C)

Coupon before reset 6.20% 4.00% 3.875%

Reset spread and reference rate 3.132% + 5-yr Treasury 3.597% + 5-yr Treasury 3.098% + 5-yr Treasury

Reset date December 15, 2027 December 10, 2025 June 2, 2026

New coupon if reset today 7.852% 8.317% 7.818%

Increased coupon per issue 1.652% 4.317% 3.943%

OR

25s (Issue A) 1000s (Issue B) CoCos (Issue C)

Price trading at a discount $22.40 $95.50 $90.45

Par $25 $100.00 $100.00

Increased total return potential 
if called at par +11.61% +4.71% +10.56%

As of April 30, 2024. Source: Bloomberg. 5-year Treasury rate used is 4.72%. For illustrative purposes only. Not specific to any securities. The majority of the $25 par 
market issuance is fixed-for-life securities.

Given the discounted prices and the benefits that the pull to par can bring, we believe now is the time to 
consider an allocation to preferred and capital securities in your portfolio. 

Ultimately, it’s unknown if a security will be called or not, as this depends on:

However, the key consideration is that whether you get increased income in the form of a higher coupon, or the 
security appreciates towards par, it’s additive to total return.

The cost for the issuer to pay 
the higher reset coupon

The cost to call and reissue at 
current market spreads

The issuer’s individual  
capital needs
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Index descriptions
ICE BofA Core Fixed Rate Preferred Securities Index (P0P2) tracks the performance of fixed rate U.S. dollar denominated investment grade 
preferred securities issued in the U.S. domestic market.
The ICE BofA US Investment Grade Institutional Capital Securities Index (CIPS) tracks the performance of U.S. dollar denominated investment 
grade hybrid capital corporate and preferred securities publicly issued in the U.S. domestic market. 
The ICE USD Contingent Capital Index (CDLR) tracks the performance of USD denominated investment grade and below investment grade 
contingent capital debt publicly issued in the major domestic and eurobond markets.
The ICE BofA Core Plus Fixed Rate Preferred Securities Index (P0P4) tracks the performance of fixed rate U.S. dollar denominated preferred 
securities issued in the U.S. domestic market.
The ICE US Institutional Capital Securities Index (IIPS) tracks the performance of U.S. dollar denominated hybrid capital corporate and preferred 
securities publicly issued in the U.S. domestic market.

Risk considerations
Past performance is no guarantee of future results. Investing involves risk, including possible loss of principal. Fixed-income investment options 
are subject to interest rate risk, and their value will decline as interest rates rise. Risks of preferred securities differ from risks inherent in other 
investments. In particular, in a bankruptcy preferred securities are senior to common stock but subordinate to other corporate debt. Contingent 
Capital Securities carry greater risk compared to other securities in times of credit stress. An issuer or regulator’s decision to write down, write off or 
convert a CoCo may result in complete loss on an investment.
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. The opinions and predictions expressed are subject to change without prior 
notice. The 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.
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 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.
This material may contain `forward looking’ information that is not purely historical in nature. Such information 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.
This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation.
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 (Ireland) Limited, 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296, Ireland. Principal Global Investors 

(Ireland) Limited is regulated by the Central Bank of Ireland.
Clients that do not directly contract with Principal Global Investors (Europe) Limited ("PGIE") or Principal Global Investors (Ireland) Limited 
(“PGII”) 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 PGII, PGIE or PGII 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. 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).

• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 
03819986, which is authorized 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 and is only directed at wholesale clients as defined under Corporations Act 2001.

• Hong Kong SAR (China) by Principal Asset Management Company (Asia) Limited, which is regulated by the Securities and Futures Commission. 
This document has not been reviewed by the Securities and Futures Commission.

• Other APAC Countries/ Jurisdictions. 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 Funds are distributed by Principal Funds Distributor, Inc.
© 2024 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. Principal Asset ManagementSM is a trade name of Principal 
Global Investors, LLC. Spectrum Asset Management, Inc. is an affiliate of Principal Global Investors.
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