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*The coupon step-up clause, when paired with the coupon reset clause, will
create a “synthetic” maturity for the instrument, despite the perpetual maturity.

Common clauses in corporate perpetual issues

Understanding perpetuals

Status of the 
Securities

Coupon step-up* 

Coupon reset*

Coupon Pusher

Dividend Stopper

Coupon
accumulation

Change of 
control event 
step-up

Breach of 
covenant event 
step-up

Can be senior or subordinated for accounting equity. 
The more senior the security within the capital structure, the 
higher the recovery rate in a liquidation event. 

Higher step-up incentivizes the issuer to call back the bonds. 

Coupon reset protects investors from interest rate risks.
 

If provided for, coupons must be paid if any dividend has 
been declared or paid by the issuer on junior securities 
(including shares of the issuer) over an agreed time period. 
If provided for, the issuer's ability to pay dividends on junior 
securities (which include shares of the issuer) will be 
restricted if the issuer elects to defer any coupon payment 
on the corporate perpetual. 

If provided for, deferred coupons will cumulate. Note that 
Issuer's ability to include this clause in may be subject to 
regulatory or rating agency constraints. 

We sometimes see this clause included for issuers with 
strong parentage.  While investors will not be able to put 
back the securities to the issuer, the step-up will incentivize 
the issuer to call back the securities upon any change of 
control event.  

There are no default events in a corporate perpetual. 
The inclusion of this clause will incentivize the issuer to call 
back the securities upon any breach of covenant event. 

Recovery rate upon 
liquidation 
 
 Maturity risk

Maturity risk 
Interest rate risk 

Coupon deferral risk 

Coupon deferral risk 

Coupon deferral risk 

Change of
control risk 

Breach of covenant risk 

CLAUSE/TERM MEANING AND IMPLICATIONS FOR INVESTORS RISK FACTOR


