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Preference shares, a viable option  
for yield seeking investors?

Not many investorsthink of preference shares when considering a way to generate 
income. However, with income  hungry investors  finding it harder and harder to 
find generous yields and with record low interest rates, are preference shares now 
a viable alternative to investing in cash or bonds?

A preference share is alike an ordinary share 
except lower risk and therefore more suitable 
to people who may be more risk-averse. They 
are typically less volatile than common shares 
and like bonds their dividends are typically fixed. 
However, unlike bonds, preferenceshares have 
a fixed payment date typically paying twice a 
year, and will also offer a much higher yield than 
traditional fixed income products

The main disadvantage of preference shares 
could be viewed as not having the same voting 
rights in the company as common shareholders. 
This leads to the lack of voting rights which 
are associated with common shares. However, 
with many investors more concerned with high 

returns this is a small price to pay for a higher 
yield particularly if they have no interest to vote. 

A preference share will tend not to appreciateas 
much as an ordinary share in a rising market but 
equally will not fall as much in a bear market. 
That’s what makes it so attractive to a big part 
of the investment community. The problem is 
that very few retail investors still know very 
much about this hidden gem of an investment 
vehicle and they are rarely quoted in the press. 
With interest rates likely to remain at 0.25% for 
the foreseeable future and if you either already 
hold a traditional share portfolio (or don’t wish 
to assume the risks of normal shares) it might 
be time to look at preference shares.

To find out more about preferenceshares or any of our services please call one of 
our advisors on 0203 697 1700 or email info@londonstonesecurities.co.uk

Income generated from a £10,000 investment  
over a 5 year period
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The content of this document is for information purposes only, the graph is for illustration purposes only and both do not constitute 
as investment advice. Past performance is not a guide to future performance or a reliable indicator of future results or 
performance.  Unit prices can go down as well as up and you may not get back the amount you invested. 
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Investments can go up in value as well as down, so you could get less than you invested. This information does not 

constitute personal advice and you should speak to your financial advisor before committing to any pension product. 

Information in this document is for reference use only and its accuracy cannot be guaranteed and is subject to change.

LONDON STONE
S E C U R I T I E S

LONDON STONE
S E C U R I T I E S

+44 (0) 20 3697 1700
info@londonstonesecurities.co.uk

www.londonstonesecurities.co.uk

This document is only a summary of FX and you should conduct your own research and seek independent 

advice before proceeding. For a more detailed explanation with further numerical examples or a demo trading 

account please speak to one of our advisors today. 


