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U.S. Preferreds: Higher Income Opportunities
Fund in focus: Brompton Flaherty & Crumrine Investment Grade Preferred ETF (BPRF, BPRF.U), Brompton Flaherty &
Crumrine Enhanced Investment Grade Preferred ETF (BEPR)
Fixed income securities have been under pressure in 2022 from several fronts: rapidly increasing interest rates, higher
inflation, global uncertainty in (what we hope is) the tail-end of the COVID-19 pandemic and topping it off, the RussiaUkraine war.
Despite all this, there is some good news for investors: yields in some pockets of the fixed-income space have now
increased to the point where meaningful income is available, especially in coupon-rich segments like U.S. Preferreds.
To illustrate, we highlight the features of a pair of adjustable U.S. Preferred issues from two major financial services
issuers: one recent, and one completed several months ago.
Issuer
Bank of America
Issue Date
4/19/2022 1/20/2022
Coupon
6.13%
4.38%
Coupon Type
Fixed-Reset Fixed-Reset
Reset
3.23%
2.76%
Spread (over
Benchmark)
Reset
5 Year UST 5 Year UST
Benchmark
Reset Period
5 years
5 years
Issue Size ($US)
$2.00 B
$1.75 B
Par Amount
$1,000
$1,000

Change
PNC Financial Services
Change
~ 3 months 4/21/2022 9/8/2021 ~7.5 months
+1.75%
6.00%
3.40%
+2.60%
Fixed-Reset Fixed-Reset
+0.47%
3.00%
2.59%
+0.41%

-

5 Year UST

5 Year UST

-

-

5 years
$1.00 B
$1,000

5 years
$1.50 B
$1,000

-

Source: Bloomberg as of April 21, 2022

Most of the terms for the recent U.S. Preferred issues are the same or very similar as the earlier issues from the same
company. However, the current yields offered, and the reset spreads provided, have both increased markedly. The
new higher yield levels are beneficial to new investors and represent an attractive entry point for US Preferred Share
investors.
Price Return v.s. Total Return

Since Preferred Benchmark Inception (March 31, 2012 - March 31, 2022)
210

Total return

190
170

Income

150
130

Price return

110
90
70
3-31-12

3-31-13

3-31-14

3-31-15

3-31-16

3-31-17

3-31-18

3-31-19

3-31-20

Price Index - Preferreds

Price Index - IG Corp

Price Index - HY

Total Return - Preferreds

Total Return - IG Corp

Total Return - HY

3-31-21

3-31-22

Source: Bloomberg, Flaherty & Crumrine as of March 31, 2022. Indices used are the ICE BofA 8% Constrained Core
West Preferred & Jr. Subordinated Securities Index, ICE BofA US Corporate Index, and ICE BofA US High Yield Index.

In the chart above, the lower dotted lines represent the price return for three major fixed income categories. Prices
move up and down in a range over time for fixed income investments, but price typically represents only a small
portion of total return. The real determining factor is income. The 2022 fixed income drawdown has significantly
increased the coupon rate available to investors to participate in new U.S. Preferred issues, creating an attractive buyin opportunity for income-seeking investors.

Brompton’s Approach
US Preferreds are liquid, have high credit quality on average, and offer yields that are higher than Canadian Preferreds
and more than double the yields on US Investment Grade bonds. Brompton Flaherty & Crumrine Investment Grade
Preferred ETF (BPRF, BPRF.U) yields over 5% and Brompton Flaherty & Crumrine Enhanced Investment Grade
Preferred ETF (BEPR) yields over 8%, and both offer Canadian investors an attractive way to invest in the US Preferred
share market with the benefit of active management by the longest tenured US preferred share specialist, Flaherty &
Crumrine Incorporated.
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BPRF - Brompton Flaherty & Crumrine Investment
Grade Preferred ETF (CAD-H)

(6.7%)

2.5%

-

-

3.5%

-

BPRF.U - Brompton Flaherty & Crumrine Investment
Grade Preferred ETF (USD)

(6.8%)

-

-

-

-

2.8%

BEPR - Brompton Flaherty & Crumrine Enhanced
Investment Grade Preferred ETF (CAD-H)

(8.1%)

2.0%

2.9%

7.1%

-

-

Annual Compound Returns1

Returns are for the periods ended April 30, 2022 and are unaudited. The table shows the Fund’s compound returns for each period indicated. Past performance does
not necessarily indicate how the Fund will perform in the future. The information shown is based on Net Asset Value per unit and assumes that distributions made by
the ETF on its units in the period shown were reinvested at Net Asset Value per unit in additional units of the Fund.

1

2

BPRF inception date October 15, 2018.

3

BPRF.U inception date August 8, 2019.

This document is for information purposes only and does not constitute an offer to sell or a solicitation to buy the securities referred to herein. The opinions contained in
this report are solely those of Brompton Funds Limited (“BFL”) and are subject to change without notice. BFL makes every effort to ensure that the information has been
derived from sources believed to be reliable and accurate. However, BFL assumes no responsibility for any losses or damages, whether direct or indirect which arise
from the use of this information. BFL is under no obligation to update the information contained herein. The information should not be regarded as a substitute for the
exercise of your own judgment. Please read the prospectus before investing.
Commissions, trailing commissions, management fees and expenses all may be associated with exchange-traded fund investments. Please read the prospectus before
investing. The indicated rates of return are the historical annual compounded total returns including changes in unit value and reinvestment of all distributions and do not
take into account sales, redemption, distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Exchange-traded
funds are not guaranteed, their values change frequently and past performance may not be repeated.
Certain statements contained in this document constitute forward-looking information within the meaning of Canadian securities laws. Forward-looking information may
relate to matters disclosed in this document and to other matters identified in public filings relating to the funds, to the future outlook of the funds and anticipated events
or results and may include statements regarding the future financial performance of the funds. In some cases, forward-looking information can be identified by terms
such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”, “believe”, “intend”, “estimate”, “predict”, “potential”, “continue” or other similar expressions concerning matters
that are not historical facts. Actual results may vary from such forward-looking information. Investors should not place undue reliance on forward-looking statements.
These forward-looking statements are made as of the date hereof and we assume no obligation to update or revise them to reflect new events or circumstances
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