
Convertible Bonds for a Rising 
Rate Environment
April 2018   |   By Antoine Lesné, Head of SPDR ETF Strategy & Research, EMEA

Convertible bonds offer investors a 
unique exposure, combining features 
of both debt and equity. Dating back 
to the 1860s and the financing of the 
US railroad industry, this structure 
allows issuers to borrow at lower rates 
in exchange for allowing the investor 
to participate in the company’s growth 
via an option to convert the bond 
into equity.

In this paper, we explore the 
characteristics of the asset class, the 
asymmetry of bonds’ return profile, 
how they behave in a rising rate 
environment, and how they can be 
used as an important tool for managing 
investor portfolios, both large 
and small.

What are Converts? How do They Work? 
Convertible bonds are debt securities that combine features 
of both debt and equity. Like a traditional corporate bond, 
convertible bonds pay a fixed, periodic coupon and mature 
on a specific date. They also share some of the risks of 
normal corporate bonds, such as credit risk in relation to 
the issuer, and interest rate risk in the event of rate changes. 
Where they differ from normal corporate bonds is that 
convertible bonds also contain an embedded option that 
gives the holder the ability, but not the obligation, to convert 
their bond into a pre-determined number of shares. These 
shares are usually, but do not have to be, in the same 
company as the one issuing the bond. 

The number and type of shares of the underlying company 
are set out in the bond’s offering documents at issuance. 
The holder can therefore monitor the value of the bond in 
comparison to the value of the shares they would receive if 
they converted, and may choose to do so where the shares 
are worth more than the bond itself. 

Because of the conversion feature, the value of a convertible 
bond rises if the underlying stock price rises, giving the 
convertible bond the possibility of rising with equity 
markets. At the same time, the steady stream of coupons 
provides a degree of downside cushion (sometimes 
known as a ‘bond floor’) if the issuer’s stock declines. 

Convertible Bond Universe: Tapping into 
Growth and Size Biases
Lying between a bond and a stock, it is interesting to 
compare the biases of global convertible bond indices 
compared with global equity and global bond indices. 
As a tool facilitating the financing of growth companies, 
convertibles tend to be used by small and mid-cap 
companies to help support their expansion needs. Such 
an approach is also a first step into using capital markets 
as a source of debt financing before getting a rating and 
setting up a longer-term bond issuance programme.

Figure 1: The Value of the Convertible Bond Includes 
a Bond Floor, as well as the Capacity to Rise with the 
Equity Market
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The use of convertible bonds as a financing tool is relatively 
limited compared with equities and bonds, which boast circa 
$52.25tn1 for the MSCI ACWI IMI equity index and $11.4tn2 
for the corporate bond universe of the Bloomberg Barclays 
Multiverse index (which includes both investment grade 
and high yield rated bonds). At circa $359bn3 based on 
the BAML Global Converts index, the importance of 
convertible bonds is quite small in the global context, but 
its characteristics are attractive for both fixed income (as a 
return enhancer) and equity portfolios (for diversification 
or drawdown management).

Credit Rating
Issuers of convertibles span the spectrum of credit quality: 
investment grade, non-investment grade and non-rated 
(see Figure 2). For companies below investment grade that 
choose to issue convertible bonds, many find that an equity 
option is beneficial to attracting capital without needing to 
pay prohibitively high interest rates with a standard high 
yield bond issuance. Another feature of issuance within the 
convertible bond market universe is that a large proportion 
of the market is unrated. However, the % of non-rated bonds 
does not mean convertibles have a similar default rate profile 
as high yield. Historical default rates since 2000 show that 
global convertible bonds have a lower default rate than 
global high yield and US high yield.4

Sector Biases
Convertible bonds tend to offer a growth bias versus broad 
equity indices, as issuance is skewed towards technology. 
Meanwhile, consumer sectors are also well represented.

Spread Comparison
As illustrated by Figure 2, the universe contains a fair 
portion of non-rated bonds. Trying to approximate a rating 
using the individual credit of bonds is challenging for such 
paper. Nevertheless, the credit spread of the index can help 
guide what type of credit the market gives to the universe. 
Note that the credit spread is a function of the credit risk 
and the equity option when it comes to evaluating the 
Thomson Reuters Qualified Global Convertible Bond Index.

Figure 2: Thomson Reuters Qualified Global Convertible 
Bond Index — Rating Breakdown
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Sources: State Street Global Advisors, Thomson Reuters,  
as of 30 March 2018.

Figure 4: Thomson Reuters Qualified Global Convertible 
Bond Index — Credit Spread Comparison (bps)
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Sources: State Street Global Advisors, Thomson Reuters, as of  
30 March 2018. Past performance is not a guarantee of future results.

Figure 3: Sector Breakdown
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security shown. It is not known whether the sectors or securities shown 
will be profitable in the future.
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Taking Stock with Issuance
As equity markets rally, convertible bond issuance tends 
to increase. This tendency was highly visible in the years 
preceding the two previous large equity market falls (2003 
and 2007).5 Recent issuance has been more stable and 
diverse, with reasonable balance between European and US 
issuers, while Japanese corporations made a timid comeback 
in 2014 and 2015 in particular. The golden age of Japanese 
convertible bond issuance was in the mid-1990s, when Japan 
accounted for 35–40% of the global universe.6 Healthy 
issuance helps market liquidity.

Q1 2018 saw a notable uplift in new issuance, as can be seen 
in Figure 5. This is particularly evident in the US where tax 
reform is likely to support the market. Interest expense 
deductibility is one area in particular that has been a boon 
to issuance.

Why Converts in a Portfolio?
Diversification
The hybrid nature of convertible bonds is the root of their 
potential source of diversification. Unlike holding a mix of 
standard bonds and equities, the advantage of the option 
to convert into equity means investors can benefit on both 
sides of the exposure, i.e. track equity prices higher whilst 
potentially protecting on the downside thanks to the bond 

component (see Figure 1). The higher convexity provides a 
floor limiting downside risk should the bond issuer credit 
remain solid.

Figure 6 plots the efficient frontier for a multi-asset 
class portfolio originally comprised of only global 
equities and bonds, then subsequently adding convertibles 
to the universe. The analysis indicates that when adding 
convertibles to a constrained equity and long-dated 
corporates universe, we notice the efficient frontier moving 
up and to the left, effectively indicating higher return per 
unit of risk.

Looking at longer-term numbers, the risk-adjusted 
performance profile of global convertible bonds is an 
interesting one.

Drawdown Management 
As explained in the diversifying characteristics, the bond 
floor helps to limit drawdown when equity markets fall 
abruptly. Figure 8 highlights the drawdown of various 
exposures ranging from global equities to global corporate 
bonds, including convertibles. As we can see, the pattern 
of reducing drawdown in market downturns is a key 
characteristic when comparing convertibles with equities.

Figure 6: Efficient Frontier — With a 10% Allocation 
to Convertible Bonds
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Source: State Street Global Advisors, as of 30 March 2018. Universe: 
MSCI ACWI, MSCI EM and Long Bond. For illustrative purposes only.

Figure 7: Historical Performance, Volatility & Risk-Adjusted Ratio — Select Indices
Annualised Return (%) Annualised Volatility (%) Sharpe Ratio
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Last 12 Months 10.19 6.49 14.85 5.52 3.29 8.55 1.62 1.59 1.59

Last 3 Years 6.22 3.25 8.12 6.87 4.18 10.88 0.81 0.61 0.68

Last 10 Years 6.04 3.92 5.57 10.22 7.11 16.72 0.54 0.47 0.3

Source: State Street Global Advisors, Bloomberg Finance L.P., as of 30 March 2018. Risk-free rate based on JP Morgan 1M USD Cash Index.
Past performance is not a guarantee of future results.
Index returns are unmanaged and do not reflect the deduction of any fees or expenses.

Figure 5: Historical Global Convertible Bond Issuance  
(in US $bn — Per Region)
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Impact of Regulation
In an attempt to regulate insurance companies’ use of 
capital, the European Union’s Solvency II directive forces 
investors to focus on this matter in a stringent manner. 
In the meantime, the IORP directive is looking to subject 
pension funds to a similar approach, focusing on 
harmonised capital adequacy principles. 

By exhibiting better risk-adjusted returns over the long run, 
without sacrificing returns, convertible bonds appear to be 
a particularly well adapted tool for the management of 
insurance portfolios, thereby allowing them to make a more 
efficient use of their capital. 

When do they Work Well? What About now 
and a Rising Rate Environment? 
The Cycle of Performance
Traditionally, convertible bonds are described as a plane 
with multiple engines. The engines do not all work at the 
same time, but the hybrid nature of the tool allows it to 
navigate across multiple market environments. 

The best potential environment for convertible bonds is 
when rates fall and equity markets rally, carrying with them 
a tightening of credit spreads. While we are steadily moving 
away from that environment and turning towards a gradual 
normalisation of policy rates, it may be early to call time 
on the current equity market. If one’s view is that despite 
positive economic development the credit cycle may be 
about to turn, then it is worth pointing out that convertible 
bonds have less credit risk than equities and tend to rank 
pari passu with common unsecured corporate bonds.

Performance in a Rising Rate Environment
Global convertible bonds are typically perceived as 
being a cushion against rising rates. They tend to do better 
because of the embedded equity option. Indeed, rising rate 
environments generally coincide with improving economic 
environments, which tend to be favourable to equities and 
credit in general.

Figure 8: Drawdown on Selected Indices
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Sources: State Street Global Advisors/SPDR, Morningstar, as of  
30 March 2018. Past performance is not a guarantee of future results. 
Index returns are unmanaged and do not reflect the deduction of any 
fees or expenses.

Movement of  
Equity Markets

Interest Rates

Low Interest Rates & High Equity Market
•	 Most favourable position

•	 Low interest rates = bond gains value

•	 Share prices increases = conversion option gains value

•	 Price	of	the	convertible	bond increases

High Interest Rates & High Equity Market
•	 Observed during economic recovery

•	 High interest rates = bond loses value

•	 Share price increases = conversion option gains more value than loss of bond value

•	 Higher equity sensitivity of CB

Low Interest Rates & Low Equity Market
•	 Observed	during	financial	crisis

•	 Low interest rates = bond gains value but risk of default

•	 Share price decreases = conversion option loses value 

•	 Higher	debt	sensitivity	of	CB	which	acts	as	floor	to	investment

High Interest Rates & Low Equity Market
•	 Least favourable situation

•	 High interest rates = bond loses value 

•	 Share price decreases = conversion option loses value 

•	 Price of convertible bond decreases

Source: State Street Global Advisors. The above information is for illustrative purposes only.
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Figure 9: Historical Performance During Periods of Rising Rates 
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Mar-18 (%)
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Dec-15 (%)
May-13 to  

Jun-13 (%)
Mar-04 to  

Jun-06 (%)
Jan-06 to  

Jun-06 (%)
Oct-04 to  

Apr-05 (%)
Mar-04 to  

Jun-04 (%)

TR Qualified Global (Cvt) 1.61 2.95 1.59 -0.54 12.85 7.46 2.05 -2.21

TR Global Focus (Cvt) 1.29 0.92 1.98 -1.14 10.15 6.4 1.44 -1.69

MSCI ACWI NR (Eq) 1.03 8.18 5.03 -2.62 31.68 6.13 7.14 0.36

Global High Yield BB-B 0.06 2.77 -0.68 -3.9 15.29 3.9 2.62 -1.1

Global Corporate IG -0.27 -2.65 -0.82 -4.94 4.99 1.8 5.37 -3.02

US Crossover (BBB-BB) -1.27 2.23 -0.7 -4.06 8.1 1.54 1.81 -2.53

Rates & Yields changes 

Fed Funds 0.5 0.5 0.25 0.0 4.25 1.0 1.0 0.25

US 10y Yield Change 0.38 0.79 0.23 0.86 1.3 0.75 0.01 0.75

DE 10y Yield Change 0.19 0.45 0.04 0.52 0.14 0.76 -0.63 0.39

Source: State Street Global Advisors, Bloomberg Finance L.P., as of 31 March 2017. All performance is in USD unhedged. Past performance is not a 
guarantee of future returns. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. 

In the above table we show the performance of global bonds, 
equities and convertible bond indices over different periods 
of rate increases. These periods are defined by either fed 
funds rate increases or periods during which 10-year 
treasury yields increased by more than 75 bps. Interestingly, 
in a period like the Taper Tantrum (May–June 2013) or in 
the latter phase of a cycle like H1 2006 converts run more 
like equities and outperform both investment grade and 
high yield.

Correlations and Performance Difference? 
Cyclical, Reflation?
Reflation, cyclical recovery — where are they? As described 
earlier in this document, we assume that we are in the later 
phase of the cycle. The market has welcomed the return of 
inflation since August 2016, but inflation numbers in Q1 2018 
are showing a pause in the reflation trend.

That does not mean that the trend is over and the 
economic recovery is going to stall in 2018. The current 
environment, where uncertainties abound (Brexit impact, 
rise in geopolitical tensions, trade war rhetoric), offers a 
momentary pause to consider how one can use convertible 
bonds in a portfolio.

Against the background of a gradual return in inflation, 
with the corollary of higher yields, we look at the 
correlations since July 2004 (inception of inflation 5y5y 
data in data tools) with various factors in the reflation trend. 
In this context, global convertibles would be most positively 
correlated with an equal-weighted basket of reflation items, 
namely oil prices, dollar strength, 10-year Treasury yields, 
and 5y5y forward inflation anticipations.7 In Figure 10, 
the table shows that the higher the correlation, the more 
positively correlated the performance of these indices with 
rising items of inflation. Interestingly, the Thomson Reuters 
Qualified Global Convertible Bond Index comes top of 
rankings with positive correlation and positive performance. 

Please note that these indices are unhedged and their 
performance would then be negatively correlated with 
a rise in the trade-weighted US dollar.

Current Environment
Where are we on the matrix? Given recent economic data 
prints, we are experiencing a broad-based recovery. The 
March Fed Dot Plots forecasts 3 hikes in 2018 and a further 
3 in 2019.8 No rate hikes are currently forecast for the ECB 
and BoJ in 2018. However, market consensus is for the ECB 
to make changes to its forward guidance on its quantitative 
easing (QE) programme. The US has already set itself on 
a path to gradually reducing its market support via QE. 

In Q1 2018, we have also witnessed an up tick in equity 
market volatility with sell offs in February and March.9 
So we are gradually moving from a relatively high equity 
market environment with low interest rates into a higher 
interest rate environment and still high equity markets 
albeit with greater volatility. This is still positive for 
convertible bonds.

Low Interest Rate Sensitivity 
As could be evidenced, the lower interest rate sensitivity 
of global convertible bonds versus global corporate indices 
helps cushion against the negative impact of rising yields. 
And the recent diverging trend has been increasing, in 
particular versus investment grade indices. Over the past 
10 years the duration of a global corporate investment 
grade index has increased by 1, or circa 20%.10

Figure 10: Correlation of Selected Indices and Factors 
(Since July 2004)

Index
WTI* 
Spot

Trade 
Weighted 

US$
10y Gvt 

Bond

5y5y 
Inflation 

Swap

Overall Rank 
(Highest = High 

Correlation)

TR Qualified Global (Cvt) 0.46 -0.71 0.19 0.33 5

TR Global Focus (Cvt) 0.42 -0.73 0.15 0.31 3

MSCI ACWI NR (Eq) 0.48 -0.66 0.21 0.30 6

Global High Yield BB-B 0.46 -0.63 0.14 0.25 4

Global Corporate IG 0.30 -0.77 -0.14 0.12 1

US Crossover (BBB-BB) 0.36 -0.46 0.04 0.15 2

Source: State Street Global Advisors, Bloomberg Finance L.P., MSCI, 
as	of	30 March 2018.	The	10-year	government	correlation	is	based	on	
assigning a 50% weight to 10-year US Treasury and 10-year German 
Bund. For the 5y5y inflation swaps, the correlation rank assigns 50% 
to US	swaps	and	50%	euro	swaps.	*	West	Texas	Intermediate.
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In a rising rate environment, convertible bonds can often 
provide a better cushion compared to traditional fixed 
income, all-maturity instruments.

Equity Linkage: Delta and Implied Volatility
Deltas are off the 2015 highs and far below the pre-crisis 
peaks. In the current environment, global convertible bonds 
do not necessarily look very expensive on a historical basis. 
Nevertheless, implied volatility is running high, which is a 
sign that investors are putting a higher price tag on 
potential protection.

What are the Flows Telling Us? 
Flows into European-domiciled convertible bond funds 
were negative for all of 2016. In H1 2017, as the rate cycles 
started to turn, investors were beginning to rotate their 
fixed income allocations into equities and convertible 
bonds, fearful of the impact of rising rates on their 
portfolios. However, since then flows have been mixed with 
net outflows seen in the second half of 2017. Subsequently, 
this has been followed by net inflows during Q1 2018 as the 
rising interest rate story picked up once again.

Conclusion
Rising rates? Rates normalisation? Changes in regulation? 
Return enhancement for a fixed income portfolio? 
Protection in a global equity portfolio? There are many 
reasons to use convertible bonds in an investor portfolio. 

Being able to have the option to participate in the upside of 
equity markets, while relying on the bond floor in case of 
market downturns, is key. The asymmetric return profile 
of convertibles is an ideal portfolio diversification tool, 
especially as the markets continue to blow hot and cold, 
and uncertainty remains elevated.

Figure 12: Thomson Reuters Qualified Global Convertible 
Bond Index — Historical Delta and Implied Volatility
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Sources: State Street Global Advisors, Bloomberg Finance L.P, Thomson 
Reuters, as of 30 March 2018.Average is daily since 11 April 2003.

Figure 13: European-Domiciled Convertible Bond Funds — 
Monthly Flows (in $mn) 
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Sources: State Street Global Advisors, Morningstar. European-Domiciled, 
Open-Ended	Convertible	Bond Funds,	as	of	28	February	2018.	Flows	are	
subject to change.
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Figure 11: Global Convertibles (Rho) vs. Global High Yield 
and Investment-Grade Corporate Bonds (Duration)
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Figure 14: Performance (%)  

1 Month 3 Month YTD 1 Year 3 Year 5 Year Inception

14-Oct-14

SPDR Thomson Reuters Global Convertible Bond UCITS ETF -0.75 1.82 1.82 9.71 5.76 N/A 6.13

Thomson	Reuters	Qualified	Global	Convertible	Index -0.74 1.89 1.89 10.19 6.22 N/A 6.56

Difference -0.01 -0.07 -0.07 -0.48 -0.46 N/A -0.42

16-May-11

SPDR MSCI ACWI UCITS ETF -2.23 -1.11 -1.11 14.60 8.49 9.19 7.91

MSCI ACWI Index -2.14 -0.96 -0.96 14.85 8.12 9.20 8.03

Difference -0.09 -0.15 -0.15 -0.25 0.37 -0.01 -0.12

Source: State Street Global Advisors, as at 30 March 2018. Returns are net total returns in USD terms.
Performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will 
fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than that quoted. The 
contained performance data do not take account of the commissions and costs incurred on the issue and redemption, or purchases and 
sale, of units. Visit spdrs.com for most recent month-end performance. The performance figures contained herein are provided on a net 
of fees basis. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Performance returns for periods of less than one 
year are not annualised.

http://ssga.com
http://spdrs.com
http://spdrs.com
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(Sede Secondaria di Milano), is registered in Italy with company 
number 06353340968	-	R.E.A.	1887090	and	VAT	number	06353340968	
and	whose office	is	at	Via	dei	Bossi,	4	-	20121	Milano,	Italy.	 
T:	39	02	32066	100.	F:	39	02 32066	155.	

For Investors in Luxembourg:	The	Companies	have	been	notified	
to the Commission de Surveillance du Secteur Financier in Luxembourg 
in order to market its shares for sale to the public in Luxembourg and 
the	Companies	are	notified	Undertakings	in	Collective	Investment	for	
Transferable Securities (UCITS). 

For Investors in the Netherlands: This communication is directed 
at	qualified	investors	within	the	meaning	of	Section	2:72	of	the	Dutch	
Financial	Markets	Supervision	Act	(Wet	op	het	financieel	toezicht)	as	
amended. The products and services to which this communication relates 
are only available to such persons and persons of any other description 
should not rely on this communication. Distribution of this document 
does not trigger a licence requirement for the Companies or SSGA in the 
Netherlands and consequently no prudential and conduct of business 
supervision will be exercised over the Companies or SSGA by the Dutch 
Central	Bank	(De	Nederlandsche	Bank	N.V.)	and	the	Dutch	Authority	
for the Financial Markets (Stichting Autoriteit Financiële Markten). The 
Companies	have	completed	their	notification	to	the	Authority	Financial	
Markets in the Netherlands in order to market their shares for sale 
to the public in the Netherlands and the Companies are, accordingly, 
investment institutions (beleggingsinstellingen) according to Section 
2:72 Dutch	Financial	Markets	Supervision	Act	of	Investment Institutions.	

For Investors in Norway: The offering of SPDR ETFs by the 
Companies	has	been notified	to	the	Financial	Supervisory	Authority	
of Norway (Kredittilsynet) in accordance with applicable Norwegian 
Securities	Funds	legislation.	By	virtue	of	a	confirmation	letter	from	
the Financial Supervisory Authority dated 28 March 2013 16 October 
2013 for umbrella II) the Companies may market and sell their shares 
in Norway.	

For Investors in Spain: SSGA SPDR ETFs Europe I and II plc have 
been authorised	for	public	distribution	in	Spain	and	are	registered	
with the Spanish Securities Market Commission (Comisión Nacional 
del	Mercado	de	Valores)	under	no.1244	and	no.1242.	Before	investing,	
investors may obtain a copy of the Prospectus and Key Investor 
Information Documents, the Marketing Memoranda, the fund rules or 
instruments of incorporation as well as the annual and semi-annual 
reports of SSGA SPDR ETFs Europe I and II plc from the Spanish 
Representative and Paying Agent, as well as from the main distributor 
in Spain	Cecabank,	S.A.	Alcalá	27,	28014	Madrid	(Spain)	or	at	spdrs.com.	
The authorised Spanish distributor of SSGA SPDR ETFs is available on 
the website of the Securities Market Commission (Comisión Nacional del 
Mercado	de	Valores).	

For Investors in Switzerland: The collective investment schemes 
referred to herein are collective investment schemes under Irish law. 
Prospective investors may obtain the current sales prospectus, the 
articles of incorporation, the KIID as well as the latest annual and semi-
annual reports free of charge from the Swiss Representative and Paying 
Agent, State Street Bank International GmbH, Munich, Zurich Branch, 
Beethovenstrasse 19, 8027 Zurich as well as from the main distributor 
in Switzerland, State Street Global Advisors AG, Beethovenstrasse 19, 
8027 Zurich. Before investing please read the prospectus and the KIID, 
copies of which can be obtained from the Swiss representative, or at 
spdrs.com.

For Investors in the UK: The Companies are recognised schemes 
under Section 264 of the Financial Services and Markets Act 2000 
(“the Act”) and are directed at professional clients’ in the UK (within the 
meaning of the rules of the Act) who are deemed both knowledgeable 
and	experienced	in	matters	relating	to	investments.	The products	
and services to which this communication relates are only available 
to such persons and persons of any other description should not rely 
on this communication. Many of the protections provided by the UK 
regulatory	system	do	not apply	to	the	operation	of	the	Companies,	and	
compensation will not be available under the UK Financial Services 
Compensation Scheme.

Important Information 

This document has been issued by State Street Global Advisors Limited 
(“SSGA”). Authorised and regulated by the Financial Conduct Authority. 
Registered	No.	2509928.	VAT	No.	5776591	81.	Registered	office:	20	
Churchill	Place,	Canary	Wharf, London,	E14	5HJ.	T:	020	3395	6000.	 
F: 020 3395 6350. 

SPDR ETFs is the exchange traded funds (“ETF”) platform of State Street 
Global Advisors and is comprised of funds that have been authorised 
by European regulatory authorities as open-ended UCITS investment 
companies (“Companies”). 

SSGA SPDR ETFs Europe I plc and SPDR ETFs Europe II plc issue SPDR 
ETFs, and is an open-ended investment company with variable capital 
having segregated liability between its sub-funds. The Company is 
organised as an Undertaking for Collective Investments in Transferable 
Securities (UCITS) under the laws of Ireland and authorised as a UCITS 
by the Central Bank of Ireland. 

This document is not, and under no circumstances is to be construed 
as, an offer or any other step in furtherance of a public offering in the 
United States, Canada or any province or territory thereof, where the 
Companies are not authorised or registered for distribution and where 
the	Companies’	Prospectuses	have	not	been	filed	with	any	securities	
commission or regulatory authority. Neither this document nor any copy 
hereof should be taken, transmitted or distributed (directly or indirectly) 
into the United States. The Companies have not and will not be 
registered	under	the	Investment	Company	Act	of	1940	or	qualified	under	
any	applicable	state	securities statutes.	

The information contained in this communication is not a 
research recommendation or ‘investment research’ and is 
classified as a ‘Marketing Communication’ in accordance with 
the Markets in Financial Instruments Directive (2014/65/EU) or 
applicable Swiss Regulation. This means that this marketing 
communication (a) has not been prepared in accordance with 
legal requirements designed to promote the independence of 
investment research (b) is not subject to any prohibition on 
dealing ahead of the dissemination of investment research. 

The information provided does not constitute investment 
advice as such term is defined under the Markets in Financial 
Instruments Directive (2014/65/EU) or applicable Swiss 
regulation and it should not be relied on as such. It should not be 
considered a solicitation to buy or an offer to sell any investment. It does 
not take into account any investor’s or potential investor’s particular 
investment objectives, strategies, tax status, risk appetite or investment 
horizon. If you require investment advice you should consult your tax and 
financial	or	other	professional	advisor.	All	material	has	been	obtained	
from	sources	believed to	be	reliable.	There	is	no	representation	or	

http://spdrs.com
https://us.spdrs.com/en
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warranty as to the accuracy of the information and State Street shall 
have no liability for decisions based on such information. 

Diversification	does	not	ensure	a	profit	or	guarantee	against	loss.	

Exchange traded funds (ETFs) trade like stocks, are subject to investment 
risk	and	will	fluctuate	in	market	value.	The	value	of	the	investment	can	
go down as well as up and the return upon the investment will therefore 
be variable. Changes in exchange rates may have an adverse effect 
on the value, price or income of an investment. Further, there is no 
guarantee an ETF will achieve its investment objective. 

The	views	expressed	in	this	material	are	the	views	of	Antoine	Lesné	
through the period ended 12 April 2018 and are subject to change based 
on market and other conditions. The information provided does not 
constitute investment advice and it should not be relied on as such. All 
material has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. This document contains certain statements 
that may be deemed forward-looking statements. Please note that 
any such statements are not guarantees of any future performance 
and actual results or developments may differ materially from those 
projected. Past performance is not a guarantee of future results. 

Investing involves risk including the risk of loss of principal. 

Issuers of convertible securities tend to be subordinate to other debt 
securities	issues	by	the	same	issuer,	may	not	be	as	financially	strong	
as those issuing securities with higher credit ratings, and may be more 
vulnerable to changes in the economy. Other risks associated with 
convertible bond investments include: Call risk which is the risk that bond 
issuers may repay securities with higher coupon or interest rates before 
the security’s maturity date; liquidity risk which is the risk that certain 
types of investments may not be possible to sell the investment at any 
particular time or at an acceptable price; and investments in derivatives, 
which	can	be	more	sensitive	to	sudden	fluctuations	in	interest	rates	or	
market prices, potential illiquidity of the markets, as well as potential 
loss of principal.

Equity	securities	may	fluctuate	in	value	in	response	to	the	activities	of	
individual companies and general market and economic conditions.

Investing in foreign domiciled securities may involve risk of capital loss 
from unfavourable	fluctuation	in	currency	values,	withholding	taxes,	from	
differences in generally	accepted	accounting	principles	or	from	economic	
or political instability	in other	nations.	

Investments in emerging or developing markets may be more volatile 
and less	liquid	than	investing	in	developed	markets	and	may	involve	
exposure to economic structures that are generally less diverse and 
mature and to political systems which have less stability than those 
of more	developed	countries.

Bonds generally present less short-term risk and volatility than stocks, 
but contain interest rate risk (as interest rates rise, bond prices usually 
fall);	issuer	default	risk;	issuer	credit	risk;	liquidity	risk;	and	inflation	risk.	
These effects are usually pronounced for longer-term securities. Any 
fixed	income	security	sold	or	redeemed	prior	to	maturity	may	be	subject	
to a substantial gain or loss.

All the index performance results referred to are provided exclusively for 
comparison purposes only. It should not be assumed that they represent 
the performance of any particular investment.

The trademarks and service marks referenced herein are the property of 
their respective owners. Third party data providers make no warranties 
or representations of any kind relating to the accuracy, completeness 

or timeliness of the data and have no liability for damages of any kind 
relating to the use of such data.

The SPDRs Thomson Reuters Global Convertible Bond UCITS ETF (the 
‘product’) is not sponsored, endorsed, sold or promoted by Reuters 
limited	or	any	of	its	subsidiaries	or	affiliates	(‘Thomson	Reuters’).	
Thomson Reuters make no representation or warranty, express or 
implied, to the owners of the product(s) or any member of the public 
regarding the advisability of investing in securities generally or in 
the product(s) particularly or the ability of the Thomson Reuters 
qualified	global	convertible	index	(the	‘index’)	to	track	general	market	
performance. Thomson Reuters only relationship to the product(s) and 
state street global advisors (the ‘licensee’) is the licensing of the index, 
which is determined, composed and calculated by Thomson Reuters or 
its licensors without regard to the licensee or the product(s). Thomson 
Reuters has no obligation to take the needs of the licensee or the owners 
of the product(s) into consideration in connection with the foregoing. 
Thomson Reuters is not responsible for and has not participated in the 
determination of the timing of, prices at, or quantities of the product(s) to 
be issued or in the determination or calculation of the equation by which 
the product(s) is to be converted into cash. Thomson Reuters has no 
obligation or liability in connection with the administration, marketing or 
trading of the product(s). 

Thomson Reuters does not guarantee the quality, accuracy and/or 
the completeness of the index or any data included therein. Thomson 
Reuters make no warranty, express or implied, as to results to be 
obtained by licensee, owners of the product(s), or any other person 
or entity from the use of the index or any data included therein in 
connection with the rights licensed hereunder or for any other use. 
Thomson Reuters make no express or implied warranties, and hereby 
expressly	disclaim	all	warranties	of	merchantability	or	fitness	for	a	
particular purpose or use with respect to the index or any data included 
therein. Without limiting any of the foregoing, in no event shall Thomson 
Reuters have any liability for any special, punitive, indirect, incidental or 
consequential	damages	or	lost	profits,	even	if	notified	of	the	possibility	
of	such	damages.	The	financial	products	referred	to	herein	are	not	
sponsored,	endorsed,	or promoted	by	MSCI	and	MSCI	bears	no	liability	
with	respect	to	any	such	financial	products	or	any	index	on	which	such	
financial	products	are	based.	The	Prospectus	contains	a	more	detailed	
description of the limited relationship MSCI has with SSGA and any 
related	financial	products.	

Standard & Poor’s, S&P and SPDR are registered trademarks of Standard 
& Poor’s Financial Services LLC (S&P); Dow Jones is a registered 
trademark of Dow Jones Trademark Holdings LLC (Dow Jones); and 
these trademarks have been licensed for use by S&P Dow Jones 
Indices LLC (SPDJI) and sublicensed for certain purposes by State 
Street	Corporation.	State	Street	Corporation’s	financial	products	are	not	
sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their 
respective	affiliates	and	third	party	licensors	and	none	of	such	parties	
make any representation regarding the advisability of investing in such 
product(s) nor do they have any liability in relation thereto, including for 
any errors, omissions, or interruptions of any index. 

You should obtain and read the SPDR prospectus and relevant 
Key Investor Information Document (KIID) prior to investing, 
which may be obtained from spdrs.com. These include further 
details relating to the SPDR funds, including information relating 
to costs, risks and where the funds are authorised for sale.

http://spdrs.com

