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The first nine months of 2025 
have been a showcase for why 
convertible bonds deserve a 
strategic place in investors’ 
portfolios. The asset class 
delivered a strong 14.9% return 
over the period, capturing 
close to 60% of their underlying 
equities’ gains. It also showed 
notable downside protection 
during the April correction – 
when global equities fell 12.5%, 
yet convertibles declined 
by only 2.8% – once again 
demonstrating the convexity 
profile that underpins their 
appeal.

Beyond simple performance, 
convertibles’ underlying equities 
have outpaced the MSCI 

World Index by 957 basis points 
year-to-date, underscoring the 
quality of issuers accessing this 
market. Importantly, since the 
start of the year, convertibles 
have captured around 50% of 
their underlying equities’ upside 
in risk-on phases, but only 41% of 
the downside in risk-off phases – 
a clear illustration of convexity in 
action.

Finding calm amid the noise

The resilience of convertibles is 
especially relevant in today’s 
macro environment. Political 
uncertainty – from US tariffs to 
unrest in France and persistent 
geopolitical flashpoints – has 
reinforced the need for assets 
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that balance growth with protection. With 
the Federal Reserve expected to cut rates 
further, and trade tensions showing tentative 
signs of easing, conditions are supportive for 
issuers to raise capital. Convertibles’ hybrid 
nature means they can perform across a 
range of political and economic scenarios, 
offering investors both participation and 
defence. In practice, this asymmetry can 
provide serenity to investors, as they do not 
need to time markets perfectly in order to 
benefit.

A primary market revival

A notable development this year has been 
the revival of the primary market. Year-to-
date, global issuance has already reached 
USD 115 billion, refreshing the opportunity 
set with more balanced structures, higher 
coupons, and improved terms compared 
with previous cycles. The US continues to 
dominate, accounting for 69% of issuance 
and a USD 345 billion market capitalisation, 
but Europe is quietly gaining ground. 

Investment-grade issuers now represent 45% 
of EMEA issuance versus a historical average 
of 31%, while EU regulatory harmonisation 
through the Capital Markets Union is set to 
support further development. The depth and 
liquidity gap with the US remains material, 
yet Europe’s slower-growth backdrop 
arguably enhances the relative appeal 
of convertibles as a way to access upside 
without taking on full equity risk. 

Another striking trend is the broadening of 
the issuer base: more mature companies 
with solid balance sheets – from real estate 
to utilities – are returning to the market, 
pushing the share of larger issuers above 
historical norms.

Where the next growth stories lie

The opportunity is not only regional but also 
sectoral. Technology remains a standout, 

particularly software and semiconductors 
where valuations look attractive after recent 
rotations. Healthcare offers scope through 
both undervalued small-caps and ongoing 
M&A activity, while the materials sector 
benefits from tailwinds in precious metals 
amid what many view as a new super-cycle 
in gold and silver. Asia is also emerging as 
a more meaningful market, with Japan in 
particular likely to see increased issuance as 
domestic rates rise.

Positioned for recovery

Looking ahead, convertibles also offer 
meaningful catch-up potential. Their 
underlying equities have lagged broader 
indices by more than 56 percentage points 
since late 2020, suggesting further room 
for recovery. This is especially true in small- 
and mid-cap names, where valuations 
remain close to long-term averages, while 
large-cap valuations appear stretched 
and the relative discount between the two 
has widened to levels not seen since the 
financial crisis.

Another structural feature is the asset class’s 
link to corporate activity: close to 75% of 
global issuers taken over in the past 12 years 
have had market capitalisations below 
USD 5 billion, underscoring convertibles’ 
role as both a financing tool for innovative 
companies and a fertile hunting ground for 
strategic acquirers.

Ultimately, convertibles have proven their 
worth once again in 2025: equity-like returns, 
lower volatility, strong downside protection 
and access to growth sectors. With a robust 
primary market, an evolving issuer base and 
a supportive macro backdrop, the case 
for active, high-conviction management in 
this hybrid space has rarely looked stronger. 
For investors navigating uncertainty but 
unwilling to sit out equity-driven innovation, 
we believe convertibles remain one of the 
most compelling options available.
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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 restrictions. 

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 taking into 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 to 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 to differ 
from those stated herein.

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


