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CoCo Bonds: AT1 and RT1 Basics 
After the financial crisis, regulators have placed stricter 
capital requirements on banks and insurance 
companies to ensure market stability and rebuild 
investors’ confidence and trust. This new framework 
(Basel 3 and Solvency 2) has led to the emergence of 
new capital instruments generally called “CoCos”: 
Additional Tier 1 for banks and Restricted Tier 1 for 
insurance companies.  

To meet their capital requirements, banks and 
insurance companies have to issue AT1 and RT1 bonds. 
Under the Basel 3 regulation, banks are allowed to 
cover 1.5% of their risk weighted assets with AT1 
instruments as part of their total capital requirement. 
Under Solvency 2, insurers can have up to 20% of total 
Tier 1 capital in RT1s. 

The bank AT1 market, born 6 years ago in 2013, has 
grown to nearly EUR 196 billion today. The insurance 
RT1 market, born in 2017, is smaller but growing, 

Additional Tier 1 or Restricted Tier 1 instruments are 
junior subordinated debt securities that are included 
in capital. To qualify as Tier 1 capital, the instruments 
need to be: 

⚫ perpetual with a minimum five-year non-call 
⚫ have fully discretionary coupons and  
⚫ a contractual trigger to principal write-down 

or equity conversion. 
 

CoCos are located in the lower-end of the capital structure 

 

 

 

 

 

Source: Axiom, 2020 

 
For AT1s, the contractual trigger occurs when a bank’s 
Common Equity Tier 1 (CET1) capital ratio falls below 
7% for high-trigger CoCos (and 5.125% for low-
trigger CoCos). For RT1s, the contractual trigger is 
usually 75% of Solvency 2 requirements or lower 
than 100% for three months.  
 
CoCos bonds offer a significant yield premium over 
senior debt since they have a trigger and a loss 
absorption mechanism.  By opposition, CoCo bonds 
offer more stable returns than banks stocks. 

The Index – Mechanics and Calculations 

The objective of the ETF is to track the performance of 
the Solactive AXIOM Liquid Contingent Capital 
Global Market TR Index – EUR hedged (Bloomberg 
ticker SOLAXICC).  

SOLAXICC aims to provide exposure to the performance 
of the most liquid EUR and USD denominated 
Additional Tier 1 and Restricted Tier 1 bonds issued by 
global financial institutions. 

The index is built with strong selection criteria and 
reflects the underlying performance of EUR 152bn of 
outstanding CoCos, corresponding to the issuance of 
142 bonds as of the end of August. 

Index Features 
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Index Rating Split  

 

    Source: Solactive, August 2020 

⚫ 100% of the issuers are rated investment grade 
on senior unsecured debt, by at least one of the 
three major rating agencies 43% of the bonds are 
rated Investment Grade. 

⚫ Number of bonds that are in positive watch and 
could be upgraded into Investment Grade: 12 
bonds
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Key Advantages and Potential Risks of the UC AXIOM Global CoCo Bonds UCITS ETF 

 

 

 

 

 

 

 

 

 

 

Main Features of the UC AXIOM Global CoCo Bonds UCITS ETF 

 

 

 

 

 

 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
This publication is presented to you by: 
Corporate & Investment Banking 
UniCredit Bank AG, Paris Branch 
117, avenue des Champs-Elysées 
75008 Paris, France 
The information in this publication is based on carefully selected sources believed to be reliable. However we do not make any representation as to its accuracy or 
completeness. Any opinions herein reflect our judgement at the date hereof and are subject to change without notice. Any investments presented in this report may be 
unsuitable for the investor depending on his or her specific investment objectives and financial position. Any reports provided herein are provided for general 
information purposes only and cannot substitute the obtaining of independent financial advice. Private investors should obtain the advice of their banker/broker about 
any investments concerned prior to making them. Nothing in this publication is intended to create contractual obligations. Corporate & Investment Banking of UniCredit 
consists of UniCredit Bank AG, Munich, UniCredit Bank Austria AG, Vienna, UniCredit S.p.A., Rome and other members of the UniCredit. UniCredit Group and its 
subsidiaries are subject to regulation by the European Central Bank. In addition UniCredit Bank AG is regulated by the German Financial Supervisory Authority (BaFin), 
UniCredit Bank Austria AG is regulated by the Austrian Financial Market Authority (FMA) and UniCredit S.p.A. is regulated by both the Banca d'Italia and the 
Commissione Nazionale per le Società e la Borsa (CONSOB). UniCredit Bank AG Paris Branch is also regulated by both the Autorité de Contrôle Prudentiel et de 
résolution (ACPR) and the Autorité des Marchés Financiers (AMF). Bloomberg RFQ: UCET/Tradeweb: UMIB/ETF Trading Line: +49 89 378-17585 Before subscribing, 
read the full prospectus, available under http://structuredinvest.lu 


