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CONVERTIBLE BOND INSIGHTS

THE PRIMARY MARKET:
RECORD ISSUANCE IS NOT A REASON
TO BUY EVERYTHING

Making the case mn eight points

Everyone can see that the convertible bond primary market is booming.
Issuance is annualising towards USD 200bn, a level it has never reached,
and the money is going somewhere genuinely new. For the first time,
more of it funds capital expenditure than refinances existing debt.

But fewer people have asked what happened to all that paper once
Nicolas Crémieux it started trading. The answer is that scale and quality have not moved
together — and that gap is what makes selection, not participation, the
point of this market.

Head of Convertible Bonds

We looked at all 717 convertible bonds issued globally since January
2023 and measured the six months after each one priced. What follows is
that story, in eight sections.

1 A market on course for a level never before reached
Ben Barretaud 2 Record supply has found a new buyer

Portfolio Manager .
3 The bond floor never moves. The ceiling always does

Q4 2026
4 Three regions have already beaten last year. The Americas has not

5 Alis now more than a third of the universe
6 Capex has overtaken refinancing for the first fime
7 The refinancing wave should remain steady

8 Half the market now pays no coupon at all

FOR PROFESSIONAL INVESTORS ONLY

1



A

A MARKET ON COURSE FOR A LEVEL
1 NEVER BEFORE REACHED

The convertible primary market is running at a pace it has not seen in more than two decades.
Using Nomura data, global issuance reached USD147bn across 210 deals in the first eight months
of 2026, against USD160bn from 239 deals for the whole of 2025. If the January-August run-rate is
sustained through to year-end, 2026 issuance will total c.USD220bn — a level the market has never
reached.

Annualised figure is an extrapolation of January-August 2026 issuance and assumes the average monthly issuance pace is
maintained through to year-end. It is illustrative and not a forecast.

Global CB new issuance by year in volume, USDbn, by region
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Source: Nomura, Mirabaud Asset Management. Data to 31 August 2026. Figures exclude preferred shares and mandatory
convertibles.
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RECORD SUPPLY HAS FOUND
A NEW BUYER

A record calendar only matters if there is capital to absorb it. In the US, an increasing share of that
capital now comes from one place.

A: Hedge fund ownership of US convertible assets since 2003
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Source: BofA, Mirabaud Asset Management as of 30 June 2026.

Hedge funds hold 68% of US convertible assets, up from a frough close to 25% in 2017 and the highest
level since 2004, based on BofA data. In our view, this is an important part of the explanation for how
USD147bn of paper cleared in eight months without the concessions a supply wave of that size might
otherwise have required.

Convertible arbitrage capital is typically price-sensitive and model-driven: it buys when paper screens
as ‘cheap’ on valuation grounds and stands aside when it does not. For an outright investor, that is

a constructive buyer to sit alongside. New issues are being taken down by capital doing the same
valuation work, not by capital indifferent to the entry price.
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B: Convertible investor type by region of domicile
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Source: BofA, Mirabaud Asset Management as of 30 June 2026.

The regional split matters more than the headline. Europe is 84% outright, Asia is 88% hedge fund
owned. The US sits at 68% and the global market at 57%. So the regions carrying most of this year's
growth are the ones where the marginal holder is levered arbitrage capital, while Europe, where
much of the client base for this asset class sits, remains structurally outright. It is the same instrument
with a different holder base, and we would expect it to behave differently in a drawdown.

What this ownership level has meant before

Looking at the left-hand side of chart A, hedge fund ownership peaked at 96% in 2004. The arbitrage
community's deleveraging in 2005, and far more violently in 2008, turned a crowded and levered
holder base into a forced seller; ownership fell fo the mid-20s and took the better part of 15 years to
rebuild. We are not forecasting a repeat. Leverage today is a fraction of the 2007 vintage, financing
is less concentrated in a handful of prime brokers, and more of the position is unlevered relative value
rather than levered gamma. But 68% is a crowding statistic as much as a demand statistic, and we
think it should be read as both. Arbitrage capital supports the primary market on the way in and
correlates on the way out.

The practical consequence for a selector is that the names most exposed in a stress event are not
necessarily the weakest credits. They are the most heavily arbitfraged ones, which tend to be the
largest, most liquid and most volatile deals in the market. As the following pages show, that is exactly
where this year's supply has been concentrated.

FOR PROFESSIONAL INVESTORS ONLY

4



A

THE BOND FLOOR NEVER MOVES,
3 THE CEILING ALWAYS DOES

6-month post-issuance return distribution by vintage of 717 deals

6-Month return breakdown
35% loss 33% single digit gain 32% double digit gain

All vintages combined
(of issued CBs)
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Source: Bloomberg, Mirabaud Asset Management, as at 31 August 2026. 2026 data covers issuances from January to August 2026
only; 6-month return measured where the full seasoning period is available. Returns are measured in each bond’s currency and
exclude currency movements, coupon income, fees and costs. Past performance is not a reliable indicator of future results.

Convertible bonds carry credit, equity, interest-rate, liquidity, valuation and currency risks, and outcomes depend on each
bond’s specific terms. Downside protection is not guaranteed and capital may be lost.

Across the four vintages (2023, 2024, 2025, 2026), 35% of new issues were down after six months, 33%
gained single digits, and 32% gained more than 10%. Split that info the downside and the upside and
we can draw out two useful points.

1. The downside has been remarkably stable. The share falling roughly 10% in the first six months
has stayed almost identical across four very different years: 11%, 12%, 12%, 9%. That stability held
through a fightening cycle, a pause and then a shift to rate cuts. It also persisted as the typical
issuer changed from mid-cap growth borrowers to hyperscalers funding infrastructure, and
through two separate equity drawdowns. The deep-loss rate did not move by more than a point
across any of it — and we do noft think that is a coincidence. A new issue prices with a balanced
delta, so when the equity falls, delta falls with it and the decline decelerates. Plenty of the
underlying shares fell far further than 10%. The convertibles did not follow them down.

2. The upside moves by a factor of seven. Deals gaining more than 30%: 3%, 11%, 21%, 8%. 2025 was
exceptional at both ends: 42% double-digit gains and the lowest loss rate of the four at 30%. 2026
looks weaker at 24%, but its six-month window contains July's Al reset and the newest deals are
unseasoned — the fuller picture will only emerge at year-end.

The two tails are therefore set by different things: the structure has historically provided some
downside protection, but the upside has to be found.
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THREE REGIONS HAVE ALREADY
4 BEATEN LAST YEAR. THE AMERICAS
HAS NOT

If the question is where that opportunity sef now sits, the answer has changed sharply in 2026.

Annual issuance by region in volume (USDbn) and number of deals

Region 2023 2024 2025 2026 (Jan-Aug)
Americas 53.1 (86) 78.9 (125) 120.1 (162) 90.3 (118)

Asia ex-Japan 7.2 (16) 14.5 (22) 25.0 (45) 35.8 (51)
Europe 14.1 (27) 58(17) 12.2 (26) 12.9 (26)

Japan 3.6 (17) 6.4 (18) 2.2 (6) 8.4 (15)

Globadl 78.1 (148) 105.6 (182) 159.5 (239) 147.4 (210)

Source: Nomura as at 31 August 2026. Deal counts in brackets. Excludes preferreds and mandatories.

Three of the four regions have already beaten their full-year 2025 issuance in the first eight months of
2026, with Japan leading the pack at nearly 4x over already. The Americas is currently lagging.

The composition of the market is shiffing with this increase. The Americas was 75% of global issuance in
2024 and 2025; so farin 2026 it is 61%. Asia ex-Japan has gone from 9% in 2023 to 24%. Part of that shiff
is a function of how the data is counted: these figures exclude mandatory convertibles, but including
them lifts the Americas volume closer to USD 130bn, which makes the split look less dramatic. But
either way, the direction is real, and each region is running on its own engine.

Japan is the clearest case: deal volume has increased by nearly 2.5x between 2025 and 2026, with
the average deal size rising from USD210m in 2023 to nearly USD580m now. That is driven by rate
normalisation, not Al. With the Bank of Japan's policy rate at 1% and JGB yields at multi-decade highs,
straight debt furned expensive and the convertible became a potentially cheaper financing opfion
for a far wider class of issuer.

Europe has recovered from a poor 2025, while Asia ex-Japan is a volume story, with deal count
already above its 2025 total (51 vs. 45) and average deal size also increasing.
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AI IS NOW MORE THAN A THIRD
OF THE UNIVERSE

Geography is one dimension of the change. The sub-theme running through it is another and it is

no longer niche. When mapping every constituent of the FTSE global convertible universe against
Morgan Stanley’s Al infrastructure value chain and excluding mandatory convertibles, 35% of the
index by weight now sits somewhere in that Al chain — up from low single digits three years ago.

The point here is the trajectory of change. Al accounted for 35% of the 2023 vintage, 34% of 2024,
41% of 2025, and 43% of everything issued so far in 2026.

Tier Index weight
Owners and operators 11.1%

Power and cooling 8.9%
Semiconductors 6.6%
Network and memory 4.3%

Server and hardware 4.2%

Total Al infrastructure 35.1%

Source: Mirabaud Asset Management mapping of the FTSE global convertible
universe against Morgan Stanley’s Al Infrastructure Value Chain, as at 24 July

2026,

excluding mandatory convertibles and using internal classifications.

The surprise is where that exposure actually sits:

The

Power and cooling makes up 8.9% of the index — nearly 4x the 2.4% held by the hyperscalers
themselves.

The companies that make up the most equity value in Al - the chipmakers, including Nvidia, AMD,
Intel and Marvell — have no convertible bond issuance at all.

convertible market does not own the Al giants themselves. It owns the power, cooling and

infrastructure that supports them. The primary market makes the same point with names rather than

index weights.
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10 largest convertible bonds issued in 2026

Issue Size (USDbn) Region Sector

CoreWeave Inc 1.75% 01/10/2032 4.00 us Infrastructure Software
Nebius Group NV 0.5% 15/02/2030 3.45 us Infrasfructure Software
Moderna Inc 0% 01/03/2032 3.00 us Biotech

IREN Ltd 1% 01/12/2033 3.00 us Investment Companies
Ciena Corp 0% 15/09/2031 2.88 us Communications Equipment
Robinhood Markets Inc 0% 01/10/2029 2.20 us Wealth Management
Wiwynn Corp 0% 01/04/2031 2.00 Asia ex-Japan EMS/ODM

Lenovo Group Ltd 0% 25/06/2033 2.00 Asia ex-Japan Computer Hardware & Storage
Southern Co/The 3.5% 15/09/2029 1.90 us Integrated Electric Utilities
Nippon Steel Corp 0% 14/02/2031 1.88 Japan Steel Producers

Source: Mirabaud Asset Management as of 31 August 2026.

Three points stand out.

1. Scale is concentrated. These 10 deals account for roughly USD2ébn, close to 18% of everything
issued in the first eight months of 2026, from under 5% of the deal count. The jumbo end of this
market has grown faster than the market itself.

2. The largest deals are Al deals, but they sit in the supply chain rather than at the top of it.
CoreWeave, Nebius and IREN are compute and infrastructure, Ciena is networking, Wiwynn and
Lenovo are hardware, and Southern is an integrated utility in a sector whose demand growth is
now tfied to the data centre build-out. None are hyperscalers or chipmakers, reinforcing the same
conclusion suggested by the index weights.

3. The exceptions are the interesting part. Moderna in biotech, Nippon Steel in steel and Robinhood
in wealth management show that size is no longer confined to the Al complex, and three of the
10 priced outside the US. For an investor trying to build something that is not a proxy for a single
theme, the large-deal end of the market offers more to choose from than it did two years ago.

One detail worth carrying into the final section: six of these 10 deals pay no coupon at all.
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CAPEX HAS OVERTAKEN REFINANCING
6 FOR THE FIRST TIME

Al explains what is being issued. What issuers are doing with the capital is where we think the real
story sits.

Convertible bond use of proceeds, share of issuance
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Source: BofA Global Research, Mirabaud Asset Management as at 31 August 2026. Shares are volume-weighted.

Use of proceeds 2023 2024 2025 2026
General corporate purposes 39% 37% 50% 45%
Capital expenditure 12% 4% 5% 22%
Refinancing 37% 31% 25% 17%
Buyback 4% 12% 8% 9%
Other 9% 16% 12% 7%

Source: BofA Global Research, Mirabaud Asset Management. Shares are volume-weighted. 2026 data fo 31 August.

Refinancing led capex by a wide margin for three consecutive years: 37% against 12% in 2023, 31%
against 4% in 2024, and 25% against 5% in 2025. For 2026, the positions reversed: capex is at 22%,
refinancing is at 17% to the end of August. That's the physical infrastructure story showing up in the
primary data. Data centres, power, cooling and networking are being financed with an instrument
that defers cash coupon while the assets are built.
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Two qualifications:

1. Refinancing has fallen as a percentage share, but not in dollar ferms: around USD2%bn in
2023 against an annualised USD32bn today, a similar amount on less than half the share. The
denominator grew; the activity did not shrink.

2. General corporate purposes, at 37-50% every year, is a catch-all containing an unknown quantity
of capex by another name. We therefore view 22% as a minimum estimate of capex-related
issuance.

Why this matters to bondholders

A convertible used fo refinance existing debt does not add to what the company owes overall, it just
swaps one debft for another. So the real question is whether the issuer could have refinanced some
other way. A convertible used to fund capex is different: it is new debt taken on against assets that
have not been built yet, to be repaid by cash flows the company has not yet earned. That's a longer,
riskier bet, and how it plays out depends on execution over several years.

None of this is an argument against capex-funded deals — some of the highest-quality credits in this
market’s history sit in that group. It's an argument that assessing them takes different work. Judging a
refinancing is a credit exercise: can this company service the debt it already has. Judging a capex
dealis a business exercise: will this build-out actually pay off. That difference explains much of the
dispersion in outcomes seen earlier in this piece.

A smaller, growing share of proceeds — 8-12% since 2024, up from 4% in 2023 — goes to buybacks:
convertibles issued specifically to repurchase the company’s own shares. This appeals to shareholders
wary of dilution and reflects the same instinct behind the growing use of capped calls.
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THE REFINANCING WAVE SHOULD
7 REMAIN STEADY

Upcoming annual notional redemption, USD bn
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Source: BofA Global Research, Mirabaud Asset Management, as of 31 August 2026.

Redemptions are due to reach USD103bn in 2027 and USD115bn in 2028. The USD12bn shown in the
chart for 2026 covers only the four months still to run (Sep-Dec), so it is a part-year figure rather than
evidence of a step change, but the direction is not in question. These are bonds already issued,
with maturities already fixed, so the redemption figures are not forecasts. And because they are
calculated from the record 2023-26 issuance vintages, the wave itself will be large as it is a direct
consequence of how much has been issued, not a prediction about what might happen next.

The growth is almost entirely outside the US. American redemptions are flat across 2027 and 2028,
while Asia’s roughly triple. As those bonds come due, many issuers will need to replace them. The
coupon-savings data below shows why we think they are likely to do that with another convertible
rather than straight debf.

Coupon savings from convertible issuance by rating

US 5-yr risk- Rating Spread (bps)  Straight debt Modelled CB Saving (bps)
free rate (%) coupon (%) coupon (%)

4.00 A 100 5.00 0.50 450

4.00 BBB 150 5.50 0.75 475

4.00 BB 250 6.50 1.50 500

4.00 B 350 7.50 2.00 550

Source: Mirabaud Asset Management as of 31 July 2026. Current OIS SOFR USD 5y rate = 4.0%; spreads reflect the current market rates
for 5-7y US corporate bond indices; the modelled coupons are based on a 5y structure with a premium of 30%.
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A single-A issuer paying 5.00% on straight five-year debt can print a convertible at around 0.50% — a
saving of 450bps. For a single-B credit, the gap widens to 550bps. The weaker the credit, the larger the
saving, and the harder it is to justify refinancing into the straight market instead.

That saving is why we expect issuance to stay high even if the capex cycle cools. Refinancing alone
saves an issuer four to five percentage points of cash coupon, regardless of what capex does next.
Capex has driven this year’s supply; we expect refinancing will drive much of the next few years'. And
since the redemption growth is concentrated in Asia, that is where we would expect the supply to
follow.

HALF THE MARKET NOW PAYS
NO COUPON AT ALL

In September 2024, we wrote that the primary market had turned in investors’ favour: coupons rising
with rates, premiums compressing, poorly structured bonds being replaced with better ones. That was
our assessment then; we no longer think it holds today and a good line should not outlive its accuracy.

Average coupon of new issuance
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Source: BofA Global Research, Mirabaud Asset Management, as of 31 August 2026.

The share of deals pricing with no coupon has gone from 17% in 2023 to 23% (2024), then 33% (2025),
and 50% so far in 2026. Half of everything issued so far this year pays nothing, and the average
coupon across all new issues has fallen from 2.9% to 1.8% over a period in which policy rates rose.
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Two things explain it. The first is demand: the investor-friendly window ran from 2022 to 2024, and the
weight of capital chasing Al-linked paper has since closed it. The second is that Al issuers carry far
more volatile shares than the borrowers they have displaced. A convertible's coupon is priced partly
on that volatility, so some of the lower coupon is a fair repricing of a more valuable instrument, not
simply worse terms for investors.

CB’s underlying index and average constituent volatility
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Source: BofA Global Research, Mirabaud Asset Management, as of 31 August 2026.

IN CONCLUSION

The primary market is delivering at record scale, from a broader set of geographies than at any
point in this cycle, and with a downside profile that has held firm across four very different years.
That stability, in our view, is the asset class doing its job, and doing it well.

The work from here is where the upside sits. 35% of new issues lose money in the first six months,
and that share has not improved as the market has grown while the proportion delivering more
than 30% has swung from 3% to 21%. We see this dispersion as the opportunity, but only for
investors positioned to capture it.

An index reflects whatever the market produces. Right now, that means a heavy exposure to US
Al infrastructure, a growing share of bonds that behave more like their underlying stock than like
a bond, and deals that priced too aggressively sitting alongside ones that did not.

Manager selection is what furns that raw material info a decision: which vintage, which region,
which part of the Al supply chain, and how much equity-like risk o fake on. In a market where
half of new issuance now pays no coupon at all, we believe choosing which deals to take part
in matters as much as any other factor.

In our view, the structure can help cushion downside, while security selection is critical to
capturing upside. A record primary market is not a reason to buy everything in it — it is a reason
to be deliberate about what you buy.
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IMPORTANT INFORMATION

This publication is for information, education, and non-commercial purposes only. It is not suitable for readers
who have no prior knowledge of financial markets. The views and opinions expressed are those of the named
author(s) and may not necessarily represent views expressed or reflected in other Mirabaud communications.

It does not constitute an offer and is not intended to provide investment advice or investment
recommendations. Any sectors, asset classes, securities, regions or countries shown are for illustrative
purposes only and are not to be considered a recommendation to buy or sell. This publication is not
intended for and cannot be shared with 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 resfrictions.

Past performance does not predict future returns. All investment involves risks, including loss of the money
invested. Diversification does not necessarily ensure a profit or protect against losses in declining markets.
There is no guarantee that any particular asset allocation or mix of investments will meet given investment
objectives or generate a given level of income. Exchange rate changes may cause the value of any cross-
border investments to rise or fall. In general, investments in stocks and bonds are subject to risks such as
country/regional risk, issuer, volatility and currency risk, which are not necessarily addressed herein. Do not
base any investment decision on this publication alone.

This publication has been prepared without faking info consideration the objectives, financial situation or
needs of any particular investor or type of investor. Neither the issuer nor its affiliates accept liability for any
loss incurred in connection with the use of the information available in this publication. The sources used

are deemed reliable. However, the accuracy or completeness of the information cannot be guaranteed,
and some figures may only be estimates. Statements of facts, opinions, estimates, analysis or conclusions
contained herein are provided in good faith and without obligation to update, revise or complete. They are
subject fo change without notice and may be revised at any time. This material may include projections,
forecasts, and other forward-looking statements which are hypothetical in nature. They involve certain risks
and uncertainties that could cause actual results fo differ from those stated herein.

Mirabaud Asset Management (MAM), all rights reserved. Partial reproduction subject to proper quoting, full
reproduction subject to MAM prior consent.
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