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An update on Mirabaud — Convertible Bonds Global

We believe that investors currently have an attractive entry point in terms of Convertible
bonds. Indeed, even the US Federal Reserve has been buying them. Valuations are
at record lows and the carry is positive again. We have therefore been cautiously
positioned without giving up convexity.

What’s happened so far this year?

Over the first quarter of 2020, Convertible bonds captured 43% of the equities losses,
delivering a hybrid performance in-between Equities and Credit. Global Convertibles
captured — 8.6%, Global Investment Grade — 3.0%, Global High Yield — 14.1% and Global
Equities MSCI World — 19.8%. Against this backdrop, we believe Convertibles can offer
investors a defensive equity strategy. For example, between the 31 of December 2008
and the 31 March 2020, Equities had an annualised return of 9.9%, Convertibles 8.2%
and Corporate/Government bonds 3.6%.

In terms of annualised volatility, Equities had 14.8%, Convertibles 7.5% and Corporate/
Government bonds 5.0%. We therefore think Convertible Bonds combine the best of
both worlds.

We also believe that a portfolio of Convertible Bonds and Corporate/Government
bonds can achieve a higher efficient frontier than a portfolio of Equities and Corporate/
Government bonds. For example, a combination of 78% Corporate/Government bonds
and 22% Equities has a volatility of 5.0% whereas a combination of 70% Corporate/
Government bonds and 30% Convertible Bonds has a volatility of 4.2%.

What makes Convertible bonds attractive?

The answer is convexity. By excluding equities you can add performance without adding
risk. And this may help to reduce the risk of missing a market recovery or suffering in a
falling market. It's more of a strategy rather than a tactical investment. As a result, we
think that Convertibles have never been so important as they are today. The two biggest
sectors currently in our universe are Information Technology and Communications
services, mostly held in companies based in the US.

Valuations have hit record lows with an average discount of 6.3% and the carry is now
positive again with a yield to maturity of 2.3% at the end of March. As a result, the
primary market is now looking more promising. There was $71bn in global issuance
in 2019 and $18.3 bn in the first quarter of 2020. We therefore expect some $41.4bn
of redemptions/conversions over the next twelve months. We believe that with many
dividends at risk, convertibles may offer a safer source of income while still providing
equity-like exposure.
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How are we positioned for the future?

We think we are most likely to have a U or W-shaped recovery. As a result, we think
investment grade credit could outperform equities on a risk adjusted basis. We are
cautiously positioned in terms of equity sensitivity and credit allocation. The average
delta, ie the sensitivity to risk, varies between 30 and 60% (currently at 33%, at the
low end of our target) and we have increased portfolio credit quality with our highest
ever exposure to Investment Grade at around 54%. The equity sensitivity reflects our
upside potential to equities over the medium term. The Fund’s average rating is BBB-.
We look for a 60% exposure in a balanced portfolio with no concession on convexity.
We currently have a duration of 2.5 years, which means we are being paid to wait for
a recovery. We are currently positioned on the most convexed portion of the valuation
curve. We also believe that our use of Environmental, Social & Governance (ESG)
principles makes convexity even stronger and that there is a high correlation between
ESG scores and credit metrics.

Pure Convertibles

In summary, we believe we have a very clear strategy. Our 100% pure global convertible
strategy, Mirabaud — Convertible Bonds Global, consists of a concentrated portfolio
of around 50 holdings and also employs ESG principles in its approach. We seek to
outperform our benchmark (Refinitiv Global Focus CB Hedged USD) and our peers
while minimising risk. We have an active approach and a focus on convexity with a
delta target of between 30 and 60% with a minimum exposure of 60% within a balanced
exposure.

Our high conviction approach employs extensive fundamental analysis to find value
and minimise default risk. Cumulatively, our highly experienced team has over 60 years
working on convertibles. To conclude, we believe that the current market environment is
one of the best periods for Convertibles to flourish.

All sources for information: Mirabaud Asset Management and Bloomberg at 31/3/2020.

IMPORTANT INFORMATION

This document contains information or may incorporate by reference data concerning certain collective
investment schemes (“funds”) which are only available for distribution in the countries where they have been
registered. This document is for the exclusive use of the individual to whom it has been given and may not be
either copied or transferred to third parties. In addition, this document is not intended for any person who is
a citizen or resident of any jurisdiction where the publication, distribution or use of the information contained
herein would be subject to any restrictions or limitations.

The contents of this document are provided for information purposes only and shall not be construed
as an offer or a recommendation to subscribe for, retain or dispose of fund units, shares, investment
products or strategies. Before investing in any fund or pursuing any strategy mentioned in this document,
potential investors should consult the latest versions of the relevant legal documents such as, in relation to the
funds, the Prospectus and, where applicable, the Key Investor Information Document (KIID) which describe in
greater detail the specific risks. Moreover, potential investors are recommended to seek professional financial,
legal and tax advice prior to making an investment decision. The sources of the information contained in
this document are deemed reliable. However, the accuracy or completeness of the information cannot be
guaranteed, and some figures may only be estimates. There is no guarantee that objectives and targets will
be met by the portfolio manager.

This communication may only be circulated to Eligible Counterparties and Professional Investors
and should not be circulated to Retail Investors for whom it is not suitable. All investment involves
risks. Past performance is not indicative or a guarantee of future returns. Fund values can fall as well
as rise, and investors may lose the amount of their original investment. Returns may decrease or
increase as a result of currency fluctuations.

This document is issued by the following entities: in the UK: Mirabaud Asset Management Limited which
is authorised and regulated by the Financial Conduct Authority under firm reference number 122140.; in
Switzerland: Mirabaud Asset Management (Suisse) SA, 29, boulevard Georges-Favon, 1204 Geneva, as
Swiss representative. Swiss paying agent: Mirabaud & Cie SA, 29, boulevard Georges-Favon, 1204 Geneva.
In France: Mirabaud Asset Management (France) SAS., 13, avenue Hoche, 75008 Paris. In Spain: Mirabaud
Asset Management (Espafia) S.G.l.I.C., S.A.U., Calle Fortuny, 6 - 22 Planta, 28010 Madrid. The Prospectus,
the Articles of Association, the Key Investor Information Document (KIID) as well as the annual and semi-
annual reports (as the case may be), of the funds may be obtained free of charge from the above-mentioned
entities.
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