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SSI Convertible Market Flash Report (as of 10/31/2022)

U.S. Convertible Market Update

Performance Attribution:

The US Convertible Market, as measured by the ICE BofA All

US Convertibles Index (VXA0), returned 3.26% during October

and has declined by 17.38% year-to-date. All sectors produced

positive returns for the month.

Issuance:

New issuance in October was slow with 5 deals for $1.3bn.

Total new issuance for the year is at $21.4bn.

Portfolio Impact:

A key factor in the overall structure of the convertible market is

the embedded fixed income component of the convertible

security which creates an investment/bond floor. The bond

floor provides the defensive characteristic of convertibles. At

current prices, many convertible issues are trading close to

their bond floors, resulting in increased downside protection.

As of September 30, 2022, the Investment Value Premium

(Bond Price/Bond Floor) for the ICE BofA All US

Convertible Index (VXA0) measured 17.14%, which

equates to the lowest month-end value in multiple

decades (Exhibit 1). This data point highlights the high degree

of implied downside protection available in the asset class.

Additionally, the convertible market’s depreciation since

November 2021 affords investors other opportunistic

considerations alongside the heightened degree of downside

protection. The market displays above average yield-to-best

and a potentially strong ability to rebound. Based on data from

BofA Global Research, the median 3-month, 6-month, and 12-

month rebounds off historical troughs for the top 5 largest

drawdowns in the convertible market since 1997 produced

returns of 21.3%, 30.3%, and 48.4% respectfully.

MTD % QTD % YTD %

Convertible Index Performance

ICE BofA US (VXA0) 3.26 3.26 -17.38

Refinitiv US Focus 2.50 2.50 -21.42

ICE BofA Global (VG00) 2.04 2.04 -15.32

ICE BofA Global ex US (VG2I) -0.09 -0.09 -13.82

ICE BofA Invest Grade (V0S1) 7.82 7.82 3.26 

ICE BofA IG 5% Constrained 

(VX5C)
4.52 4.52 -5.93

Convertible Arbitrage

HFRX RV: FI- Convertible 

Arbitrage Index (HFRXCA)
1.29 1.29 -13.47

Past performance is not indicative of future results. This material is provided for

internal and educational purposes only and should not be construed as investment

advice or an offer or solicitation to buy or sell securities.

Footnotes and disclosures located on page 2 of Convertible Market Flash Report.

Performance

U.S. Convertible Performance Heat Map

MTD % QTD % YTD %

Top Sectors (month)

Energy 13.16 13.16 36.21

Transportation 7.41 7.41 -8.89

Consumer Discretionary 6.15 6.15 -27.03

Bottom Sectors (month)

Consumer Staples 0.61 0.61 -19.94

Financials 0.96 0.96 -21.36

Technology 1.38 1.38 -21.73

Credit Quality

Investment Grade 3.45 3.45 -7.79

High Yield 4.18 4.18 -22.15

Investment Objective

Equity Alternative 6.92 6.92 -20.72

Total Return/Balanced 3.59 3.59 -17.44

Fixed Income Alternative 1.98 1.98 -14.05

Company Size

Small -0.14 -0.14 -10.37

Mid 2.23 2.23 -13.39

Large 4.12 4.12 -19.19

MTD

Current Yield 2.00%

Duration 2.13

Delta 0.41

Percent Cheap 0.88%

Conversion Premium 53.53%

Investment Value Premium 21.99%

U.S. Convertible Portfolio Characteristics1

Portfolio Impact (Continued):
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Exhibit 1: Investment Value Premium for VXA0
(Bond Price/Bond Floor)
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Footnotes & Disclosures

1U.S. Convertible Portfolio Characteristic represent the ICE BofA All U.S. Convertibles Index (VXA0) 

Sources: BofA Global Research, Bloomberg, Barclays Live Research, BofA Global Convertibles Chartbook, November 1, 2022, SSI Internal Research

Data as of October 31, 2022, unless specified otherwise.

SSI Investment Management LLC believes all the information contained in the report to be accurate but we do not guarantee its accuracy. The analyst(s) principally responsible for the preparation of this research report certify that the views expressed in this research report 

accurately reflect his/her (their) personal views about the subject security (ies) or issuer(s) as of the date of this report and that his/her (their) compensation was not, is not, or will not be directly or indirectly related to the specific recommendations or views contained in this 

research report. None of the information reported or opinions expressed constitute a solicitation of the purchase or sale of securities or any commodities. SSI operated under the name of SSI Investment Management, Inc. (1/1/1973-4/30/2019) and as of 5/1/2019 operates as 

SSI Investment Management LLC.

Bank of America Data

Reprinted by permission. Copyright © 2022 Bank of America Corporation (“BAC”). The use of the above in no way implies that BAC or any of its affiliates endorses the views or interpretation or the use of such information or acts as any endorsement of the use of such

information. The information is provided "as is" and none of BAC or any of its affiliates warrants the accuracy or completeness of the information.

Under no circumstances shall BofA Securities or affiliates be liable to you or any third party for any damages (including but not limited to direct, indirect, special and consequential damages), losses, expenses, fees, or other liabilities that directly or indirectly arise from this license,

the Report or the Content or your use of the materials. You hereby waive and release BofA Securities and affiliates from any claims for damages, losses, expenses, fees, liabilities, causes of action, judgments and claims arising out of or related to your use of the Report or the

Content, whether now existing or arising in the future.

You recognize that information contained in the Content or Report may become outdated and that BofA Securities and affiliates are under no obligation to update the Content or Report or notify you of any changes to the Content or Report. The Report and Content are

provided "AS IS," and none of BofA Securities and affiliates make any warranty (express or implied) with respect to the Report or any content including the Content, including, without limitation, any warranty of ownership, validity, enforceability or non-infringement, the

accuracy, timeliness, completeness, adequacy, merchantability, fitness for a particular purpose, or suitability of the material for any intended audience.


