
They are “hybrid” securities  
with characteristics of both 
stocks and bonds. 

More yield potential than other 
fixed income asset classes.1

ADDITIONAL INCOME

Preferred and capital securities

•	 Stated coupon 
payments

•	 Stated par value with 
definitive maturity date

•	 Assigned credit ratings

CHARACTERISTICS 
OF BONDS

•	 Perpetual or long  
dated maturity

•	 Capital classification  
from regulators and  
credit rating agencies 

•	 Dividend payment 
deferral options

CHARACTERISTICS 
OF STOCKS

How can they 
add value to your 
portfolio now?

What are 
preferred 
and capital 
securities?

A quality tilt with at least 
80% investment grade as 
compared to roughly 55% 
in the preferred and capital 
securities universe

Why Spectrum for preferred and capital securities?

One of the largest specialized 
managers of preferred and 
capital securities in the U.S., 
with over 30 years of experience 
and $22.4 billion in AUM

History of strong 
long- term performance 
through different 
market cycles since 
its launch4

DIVERSIFICATION  
BENEFITS

Moderate correlation 
to other asset classes, 
including emerging 
market bonds2

When one goes 
up, the other 
goes down

On average, the 
default rate was 
0.09% versus 2.47% 
for high yield bonds3

LOWER  
DEFAULT RISK

2.47%

Preferred Securities Fund

Capital structure 
payment priority

Senior debt

Preferred and capital securities

Common stock

U.S. 10-year 
Treasury

Global
Agg

U.S. 
Corporate

Preferred 
and capital 
securities

Invested in highly-
regulated and liquid 
developed markets

HIGH-QUALIT Y  
SECTORS

Invests primarily in USD-
denominated securities, 
but avoids those with U.S. 
dividend withholding tax 
requirements

TA X EFFICIENCY FOR 
NON U.S. INVESTORS

These securities are 
typically issued by banks, 
insurance companies,  
and utilities.

Investors 
generally get 
paid after 
bondholders... 

but before 
stockholders. 

Strictly for Institutional, Professional, Qualified and/or Wholesale Investor Use Only in Permitted Jurisdictions as defined by local laws and regulations.

0.09%



As of 30 June 2022 unless noted otherwise.

1 Source: Spectrum Asset Management, Bloomberg, Barclays. The data shown is based on index returns. See disclosures for index definitions. Yields are 
represented by current yield.

2 Preferred and capital securities, represented by the ICE BofA U.S. All Capital Index, have a correlation of 0.86 against emerging market bonds, 
represented by the ICE BofA Emerging Markets Corporate Plus Index. Source: Morningstar. 

3 As of 31 December 2021. Average annual default rates from 2012-2021 shown. Investment-grade corporate bonds detailed 0.03% in the same period. 
Preferred and capital securities default rates include deferrals that may not constitute technical events of default. All default and deferral rates are 
volume weighted. Source: Moody’s Investors Service (investment-grade corporate bonds and high yield corporate bonds). Spectrum Asset Management, 
Inc. (preferred and capital securities).
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Risk considerations
Investing involves risk, including possible loss of principal. The market value of debt securities is affected by changes in 
prevailing interest rates and the Fund may be exposed to credit risk by investing in debt securities.

Default risk and liquidity risk associated with investment in below investment-grade securities. Contingent Convertible 
Securities risk is due by the substantially greater risk that these instruments may have compared to other forms of 
securities in times of credit stress and may result in a material loss to the Fund. Currency hedging may reduce but will 
not remove risk. Hedging will incur more transaction costs and fees which will affect overall return.

Indices represented 
•	 ICE BofA Current 10-Year U.S. Treasury Index (U.S. 10-year Treasury) is a one-security index comprised of the most recently issued 10-year U.S. Treasury note.
•	 Bloomberg Global Aggregate Index (Global Agg) provides a broad-based measure of the global investment-grade fixed income markets.
•	 ICE BofA U.S. Corporate Index (U.S. Corporate) tracks the performance of U.S. dollar denominated investment-grade corporate debt publicly issued in 

the U.S. domestic market.
•	 ICE BofA U.S. All Capital Securities Index (Preferred and capital securities) tracks the performance of fixed rate, U.S. dollar denominated hybrid 

corporate and preferred securities publicly issued in the U.S. domestic market.

This material is provided by and reflects the current views and opinions of Spectrum Asset Management, Inc., an affiliate of Principal Global Investors. 
Spectrum is a leading manager of institutional and retail preferred securities portfolios. 

Important Information
Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of August 2022. Information derived 
from sources other than Principal Global Investors or its affiliates is believed to be reliable; however, we do not independently verify or guarantee its 
accuracy or validity. This material contains 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, 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. 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 Principal Global Investors or its affiliates has recommended a specific security for any client account.

Subject to any contrary provisions of applicable law, Principal Global Investors 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 this document or in the information or data provided in this document.

Past performance is no guarantee of future results and should not be relied upon to make an investment decision. All figures shown in this document are 
in U.S. dollars unless otherwise noted.

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 document is issued in:
•	 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”).
•	 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 
authorised 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.

•	 This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH. The name of the Swiss 
representative is ACOLIN Fund Services AG, Leutschenbachstrasse50, CH-8050 Zurich. The name of the Swiss paying agent is Banque Cantonalede 
Genève,17, quaidel’Ile, 1204 Geneva. Investors can obtain free of charge the prospectus, trust deed, the prospectus, the key investor information 
document (KIID), and the annual and semi-annual reports from the representative in Switzerland. The current document is intended for information 
purposes only and shall not be used as an offer to buy and/or sell shares.

•	 Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of Singapore 
(“MAS”). The Fund mentioned herein in this document is a restricted scheme in Singapore. This Fund is not authorized or recognized by the MAS and 
the units in the Fund are not allowed to be offered to the retail public. The Fund is available only to 1) Institutional Investors under Section 304 of the 
Securities and Futures Act 2001 (“SFA”) and 2) persons within the meaning of “relevant persons” defined in Section 305 of the SFA and in accordance 
with the conditions of, any other applicable provisions of the SFA. This advertisement or publication has not been reviewed by the Monetary Authority 
of Singapore.

•	 Hong Kong SAR (China) by Principal Retirement and Investment Services 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.

•	 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 organization. This document is  intended for sophisticated institutional and professional 
investors only. Mandatory Disclosure: Module 4.6.5.(d) -The DFSA has no responsibility for reviewing or verifying any prospectus or other  documents 
in connection with this financial product. It has not approved this document or any other associated documents nor taken any steps to verify 
the information set out therein. The financial product to which this document relates may be illiquid and / or subject to restrictions on its resale.  
Prospective purchases should conduct their own due diligence on the financial product.  If you do not understand the contents of this document you 
consult an authorized financial advisor.   

The product promotes environmental and/or social characteristics as referenced in Article 8 of the Sustainable Finance Disclosure Regulation (EU) No. 
2019/2088 (“SFDR”). Please refer to the required pre-contract disclosures contained in the relevant prospectus or offering memorandum (as applicable) 
or on our website. More information can be found at https://www.principalglobal.com/about-us. 

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.

© 2022 Principal Financial Services, Inc. Principal®, Principal Financial Group®, and Principal and the logomark design are registered trademarks of 
Principal Financial Services, Inc., a Principal Financial Group company, in the United States and are trademarks and services marks of Principal Financial 
Services, Inc., in various countries around the world.
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Preferred Securities Fund - I Class Income

Annualized returns (%) 3-month YTD 1-year 3-year 5-year Since inception 
(15 Jan 2013)

Preferred Securities Fund (net) -6.90 -11.44 -11.12 0.36 1.73 3.96

Bloomberg Global Aggregate  
Corporate USD TR Index

-6.83 -13.95 -13.81 -0.86 1.33 2.30

12-month rolling return (%)

July 17 - June 18 July 18 - June 19 July 19 - June 20 July 20 - June 21 July 21 - June 22

-0.46 8.31 3.04 10.37 -11.12

Strictly for Institutional, Professional, Qualified and/or Wholesale Investor Use Only in Permitted Jurisdictions as defined by local laws and regulations.




