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FLAHERTY & CRUMRINE PREFERRED INCOME FUND INC
Form N-30B-2

October 29, 2015

FILAHERTY & CRUMRINE PREFERRED INCOME FUND

To the Shareholders of Flaherty & Crumrine Preferred Income Fund ( PFD ):

In many markets, investors experienced a bumpy, downhill ride during the third fiscal quarter'. However, the preferred securities market was
better behaved, with only modest negative performance for the quarter. Total return® on net asset value ( NAV ) for your Fund was -0.9% for the
quarter and 2.1% for the first nine months of fiscal 2015. Market price of Fund shares didn t fare as well, as Fund shares went from trading at a
premium over NAV to a discount. Total return on market price of Fund shares over the same periods were -14.4% and -9.1%, respectively.

The world is always an uncertain place, and a handful of those uncertainties attracted investor focus late in the quarter. Forecasts for slower
economic growth in China and a policy decision in mid-August to devalue the Chinese currency were unwelcome surprises. The action
sharpened market focus on what slower growth in China could mean for economies around the world. Simultaneously, European economic
growth slipped, after improving in late 2014 and early 2015. Equity markets sold off sharply: better-performing markets merely gave up 2015
year-to-date gains and many markets, especially in Asia, traded materially lower. Credit markets (including preferred securities) outperformed
equities, but they were still generally in negative territory.

Lower prices for oil and other commodities, a strong U.S. dollar, and an unpredictable (if entertaining) 2016 presidential campaign also
contributed to higher volatility in equity markets and, to a lesser extent, credit markets.

U.S. monetary policy added to market uncertainty when the Federal Reserve indicated it was nearing lift-off for monetary policy and then
demurred. Having just passed its September meeting, we now know the Federal Open Market Committee ( FOMC ) delayed an initial rate hike
for at least another month or three possibly even until 2016. Monetary policy in the U.S. moved into uncharted territory many years ago with
multiple rounds of Quantitative Easing ( QE ). As we move into the next phase of removing monetary accommodation, markets are
understandably worried about policy mistakes moving too fast, or not moving fast enough. Meanwhile, monetary policy in many other areas of
the world continues to be very accommodative, and all signs point to continued global easing over the near-term (mostly in the form of QE).
Whenever it decides to raise U.S. rates, we expect the FOMC to move slowly in light of global headwinds to growth.

Despite this sea of uncertainty, the preferred securities market experienced comparatively smooth sailing. Prices drifted a bit lower in general,
but high income offset much of that price weakness to keep total returns on preferred securities only slightly negative overall. A steady stream of
high income, over time, can offset price weakness, which is why long-term creditworthiness is a focus of the Fund.

I June 1,2015 August 31, 2015
2 Following the methodology required by the Securities and Exchange Commission, total return assumes dividend reinvestment.
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Credit quality remains healthy, with only modest impacts from many of the broader issues discussed above. The preferred securities market
(absent some energy issuers) has limited direct exposure to oil or other commodity markets. Even banks that lend to the energy sector have
limited exposure, which makes it unlikely that this would be an issue for creditworthiness of the broader banking system. The preferred
securities market has no direct credit exposure to China, although the impact of an economic slowdown in China may be felt in the U.S. over
time. Supply in the domestic preferred securities market trended lower during the quarter, which is supportive of spreads, and yields continue to
be attractive when compared to fixed-income alternatives.

Many of the uncertainties we discussed will persist for the foreseeable future, but we believe their impact on the preferred securities market will
remain muted. The market is always subject to weakening in sympathy with other markets, but we believe preferreds continue to be an attractive
asset class that will hold their own as events unfold over coming months and years.

As always, we encourage you to visit the Fund s website, www.preferredincome.com for timely and important information.

Sincerely,

The Flaherty & Crumrine Portfolio Management Team:
R. Eric Chadwick

Donald F. Crumrine

Bradford S. Stone

September 22, 2015
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Flaherty & Crumrine Preferred Income Fund Incorporated

PORTFOLIO OVERVIEW

August 31, 2015 (Unaudited)

Fund Statistics

Net Asset Value $ 13.45

Market Price $ 12.67

Discount 5.80%

Yield on Market Price 8.52%

Common Stock Shares Outstanding 11,057,483

Moody s Ratings* % of Net Assets
A 1.3%
BBB 66.8%
BB 21.3%
Below BB 1.5%
Not Rated** 8.1%
Below Investment Grade™®** 24.2%

*  Ratings are from Moody s Investors Service, Inc. Not Rated securities are those with no ratings available from Moody s.

*%  Does not include net other assets and liabilities of 1.0%

*##% Below investment grade by all of Moody s, S&P, and Fitch.

Industry Categories % of Net Assets
Top 10 Holdings by Issuer % of Net Assets
JPMorgan Chase 4.8%
Liberty Mutual Group 4.8%
HSBC PLC 4.5%
MetLife 4.4%
Wells Fargo & Company 4.0%
Citigroup 3.8%
Fifth Third Bancorp 3.6%
M&T Bank Corporation 3.3%
Enbridge Energy Partners 3.1%
Morgan Stanley 2.8%
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% of Net Assets***%*
Holdings Generating Qualified Dividend Income (QDI) for Individuals 61%
Holdings Generating Income Eligible for the Corporate Dividends Received Deduction (DRD) 49%

*##%* This does not reflect year-end results or actual tax categorization of Fund distributions. These percentages can, and do, change, perhaps significantly,
depending on market conditions. Investors should consult their tax advisor regarding their personal situation.
Net Assets includes assets attributable to the use of leverage.
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Flaherty & Crumrine Preferred Income Fund Incorporated

PORTFOLIO OF INVESTMENTS

August 31, 2015 (Unaudited)

Shares/$
Par

Preferred Securities 93.7%

19,400

$ 2,670,000
$ 1,151,000

58,000
3,700
78,300

$ 2,270,000
6,600

103,800
119,778

$ 2,299,000
31,975

10,000
10,000
22,000

$ 5,210,000
15,200
295,600

795

1
112,500
32,050

$ 195,000
50,000

$ 800,000
150,000
170,000

40,000
35,000
23,400

Banking 47.8%

Astoria Financial Corp., 6.50%, Series C
Bank of America Corporation:

8.00%, Series K

8.125%, Series M

Barclays Bank PLC:

7.10%, Series 3

7.75%, Series 4

8.125%, Series 5

BNP Paribas, 7.375%, 144 A***%*

Capital One Financial Corporation, 6.70%, Series D
Citigroup, Inc.:

6.875%, Series K

7.125%, Series J

8.40%, Series E

City National Corporation, 6.75%, Series D
CoBank ACB:

6.20%, Series H, 144 A****

6.25%, Series F, 144 A*#**

6.125%, Series G, 144 A****

Colonial BancGroup, 7.114%, 144 A%*%**
Cullen/Frost Bankers, Inc., 5.375%, Series A
Fifth Third Bancorp, 6.625%, Series I

First Horizon National Corporation:

First Tennessee Bank, Adj. Rate, 3.75%©® , 144 A%#+*

FT Real Estate Securities Company, 9.50%, 144 A%***%*

First Niagara Financial Group, Inc., 8.625%, Series B
First Republic Bank, 6.70%, Series A

Goldman Sachs Group:

5.70%, Series L

6.375%, Series K

HSBC PLC:

HSBC Capital Funding LP, 10.176%, 144 A****
HSBC Holdings PLC, 8.00%, Series 2

HSBC USA, Inc., 6.50%, Series H

ING Groep NV:

6.375%

7.05%

7.20%

Value

$ 493,390*

2,813,513*M
1,217,182+

1,488,860%*(3)
95,6083
2,028,753**(1)(3)
2,327,317%%0)
175,636%*

2,776,910%M

3,308,448*

2,606,491*1
910,009*

1,005,000
1,045,625%(0

2,074,189*
7,81 5@)S)

383,215%
8,147,475+

573,170%M
1,302,500
2,967,919*1

837,194

196,462*
1,303,500*

1,202,000D@G)
3,835,875%*(H3)
4,333,725%M

1,009,600%*®
899,203**(3)
602,375%*3
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Flaherty & Crumrine Preferred Income Fund Incorporated

PORTFOLIO OF INVESTMENTS (Continued)

August 31, 2015 (Unaudited)

Shares/$
Par Value
Preferred Securities (Continued)
Banking (Continued)
JPMorgan Chase & Company:

66,700 6.70%, Series T 1,759,546*1)
$4,715,000 6.75%, Series S 4,980,219*M
$ 4,000,000 7.90%, Series I 4,205,000%1

M&T Bank Corporation:
$ 2,790,000 6.450%, Series E 2,985,300%M
$ 4,372,000 6.875%, Series D, 144 A**%* 4,426,650*1)
Morgan Stanley:
154,665 6.875%, Series F 4,189,875%(M

80,516 7.125%, Series E 2,239,351*M

200,200 PNC Financial Services Group, Inc., 6.125%, Series P 5,527,822%

$ 2,160,000 RaboBank Nederland, 11.00%, 144A%**** 2,696,436

50,000 Regions Financial Corporation, 6.375%, Series B 1,296,125%1
Royal Bank of Scotland Group PLC:

7,500 6.40%, Series M 189,450%*®
15,000 6.60%, Series S 378,900%*®

108,200 7.25%, Series T 2,760,182%*(D3)
Sovereign Bancorp:

1,750 Sovereign REIT, 12.00%, Series A, 144 A%**%*%* 2,316,563
92,900 State Street Corporation, 5.90%, Series D 2,435,048+M
10,000 Texas Capital Bancshares Inc., 6.50%, Series A 255,415%
35,000 US Bancorp, 6.50%, Series F 1,006,338*

Wells Fargo & Company:

60,300 5.85%, Series Q 1,551,670*
$ 1,750,000 5.875%, Series U 1,793,750*(1@

35,900 6.625%, Series R 990,122*
$ 1,095,000 7.98%, Series K 1,170,281*

123,500 8.00%, Series J 3,496,594+
Zions Bancorporation:
$ 1,000,000 7.20%, Series J 1,047,500%1
93,000 7.90%, Series F 2,520,300%M
108,187,396
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Flaherty & Crumrine Preferred Income Fund Incorporated

PORTFOLIO OF INVESTMENTS (Continued)

August 31, 2015 (Unaudited)

Shares/$
Par

Preferred Securities (Continued)

$ 675,000

36,537

$ 975,000
100,000
$ 400,000
112,500

$ 1,423,000
$

Financial Services 0.8%

General Electric Capital Corp., 7.125%, Series A

HSBC PLC:

HSBC Finance Corporation, 6.36%, Series B

Insurance 22.6%

Ace Ltd.:

Ace Capital Trust II, 9.70% 04/01/30
Allstate Corp., 6.625%, Series E

Aon Corporation, 8.205% 01/01/27

Arch Capital Group, Ltd., 6.75%, Series C
AXA SA:

6.379%, 144 A%***

Value

$ 779,591*D

916,074*®M

1,695,665

1,443,0000@3)

2,651,250%M
512,000(0@

3,010,781 **(M3)

1,517,274%+DQ@)3)



