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Convertibles: Performance Relative to Other Asset Classes

2Data Source: Bloomberg, Calamos Research System.  Past performance is no guarantee of future results. 
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Convertibles are Hybrid
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Equity Characteristics
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Equity Characteristics of Issuers

Convertible issuers 
are more 
small/mid cap 
growth focused 
when compared to 
MSCI Index

5Source: Calamos Research System, Refinitiv and MSCI Data 

Market Capitalization           

(as of 31.12.2023)

Refinitiv Global 

Convertible 

Bond Index

MSCI World 

Index

< $5 Bil 27% 1%

$5 Bil - $20 Bil 38% 11%

$20 Bil - $100 Bil 28% 35%

> $100 Bill 7% 53%

Weighted Mean $28 Bil $511 Bil
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Market Sensitivity Can Become Extreme

Yield Alternatives: 

Exhibit more fixed income 
characteristics and lower levels of 
equity sensitivity.

Total Return Alternatives: 

Offer a favorable balance of equity 
and fixed‐income characteristics.

Equity Alternatives: 

Exhibit higher levels of equity 
sensitivity.

Active management does not guarantee investment returns and does not eliminate the risk of loss. A convertible bond is at a "distressed" valuation when it is worth significantly less than the theoretical value of a similar
non-convertible bond and is highly sensitive to changes in the underlying equity price. A convertible bond has "fixed income characteristics" when it is valued at about the same level as a similar non-convertible bond and
is not as sensitive to the underlying equity. A convertible bond has "hybrid characteristics" when it has fixed income characteristics as previously explained but is becoming increasingly sensitive to changes in the
underlying equity price. "Equity characteristics" represents a convertible bond that is highly sensitive to movements in the underlying equity. Percentages shown represent the proportion of convertible bonds in the ICE
BofA, All US Convertibles Index (VXA0) that fall into each classification. Totals may not equal 100% due to rounding. Source: ICE BofA, All US Convertibles Index (VXA0). Data as of 29 December 2023.

Mar 2000 19% 28% 53%

Feb 2009 67% 21% 12%

Dec 2023 52% 33% 15%

Total Return Alternatives
Hybrid 

characteristics

Equity Alternatives
Equity 

characteristics

Yield 
Alternatives

Fixed income 
characteristics

US Convertible Market Composition
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Convertible Market Equity Sensitivity

Sensitivity to movements in underlying equity prices is bouncing off lows

7Source: Calamos Research System. 
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Equity:  Optimism?
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• Equity valuations have been reset

• 1970s inflation scenario as a lesson?
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Credit Characteristics
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Credit: Spreads Remain Range-Bound

High Yield spreads are stable (JP Morgan High Yield Bond Index STW Global)

10Source: Bloomberg. Past performance does not guarantee future returns.  



FOR INVESTMENT PROFESSIONAL USE ONLY

18987 0822

Credit: Defaults Remain Subdued

Source: Barclays Research as of October 31, 2023. US convertibles bonds only. Past performance is no guarantee of future results. 

Convertibles default rate (par weighted) remains lower than HY default rate
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Credit: Reasons for Optimism
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• Mostly clean balance sheets and minimal near-term maturity wall contribute to low 
risk of a broad uptick in defaults, in our opinion

Distribution of ‘busted’ convertible bonds

Nearly half of ‘busted’ convertibles issuers 
have no other debt on their balance sheet 
except their convertible bonds

Global maturity profile or ‘busted’ convertibles

We’re one year closer to the 2025 and 2026 maturity hurdle 
among global ‘busted’ convertibles bonds
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Issuance Characteristics
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New Issuance: Back to Trend

Looking forward we expect increased issuance driven by:

• Cost savings vs. other debt markets

• Opportunistic refinancing of ’25-’26 maturing convertibles

Source: BofA Global Research, data as of December 31, 2023. 14



FOR INVESTMENT PROFESSIONAL USE ONLY

18987 0822

New Issuance: Cost Savings a Significant Driver for Companies
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Source: BofA Global Research, ICE Data Indices, LLC. Data as of October 31, 2023 (left); Barclays using Bloomberg, Barclays Research (right).

5Y bullet convert structure used for illustrative purposes to highlight potential coupon savings.



FOR INVESTMENT PROFESSIONAL USE ONLY

18987 0822

Convertible Issuance: More IG

16

• About 26% of 2023 issuance was IG, a record since at least 2013

• There have been no mandatory convertibles issued in 2023 (vs. ≈20% historical average), as IG 
issuers switch to bonds

Source: BofA Global Research, data as of December 28, 2023. Excludes mandatories.
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New Issuance: Improving Terms Beneficial for Buyers
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Source: BofA Global Research, data as of 28-Dec-2023. Excludes mandatories.



FOR INVESTMENT PROFESSIONAL USE ONLY

18987 0822

Many of Today’s Leaders Came Through the Convertible Market

Arrows are companies 
that have/had converts

Can be a way to diversify 
growth equity allocation 
in risk-managed structure

18Source: Bloomberg, data as of May 25 2023.
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Summary

• Convertibles’ Key Advantages

❑ Hybrid equity & bond characteristics that mitigate the need for market timing

❑ Upside market participation with reasonably strong downside protection

❑ Convexity - upside/downside asymmetry through long-dated embedded options

❑ Low duration – low sensitivity to interest rate movements

❑ Invest in innovative disruptive companies

• Delta is bouncing off lows, a historically favorable time to engage in convertibles

❑ Convertibles tend to do well when equity markets broaden out

• Credit quality of convertibles not worrisome

• Issuance likely to be stronger and broader in 2024, expanding the opportunity set

❑ Expect more IG issuance, advantageous terms (coupon, initial conversion premium)

Calamos Investments:  A known pioneer and the largest convertibles manager in the US.  We 
manage convertibles under various modalities (long-only, convertible arbitrage). We believe active 
management is important for convertibles, where characteristics can vary significantly.

20
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