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US Converts Outperform Stocks & Bonds

Numerous factors have contributed to convertible bond market outperformance
including: (1) convexity in a volatile macro regime; (2) low rate sensitivity relative to IG's
exposure to duration; (3) sector mix relative to the IG index; (4) broadening of the equity
rally; and (5) high new issue volumes (typically priced at a discount with upside).
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Source: (1) Bloomberg. Data as of June 29, 2026. US converts, IG, and HY indices are ICE BofA. Performance since December 31, 2024.

Al's Expansion Drives Record Convert Volumes

Al's expansion is fueling a structural surge in convertible bond issuance, both in terms of
larger deal sizes and overall market volumes. In a relatively high-rate environment,
straight debt is expensive and equity issuance dilutes. Convertibles offer an alternative
funding source amidst saturated financing markets, with the additional benefit of lower
coupons and deferred / diluted equity at higher conversion prices.
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Source: (1-2) Bloomberg. Index is Bloomberg US convertibles composite. WSJ Research. Barclays Research. Data as of June 29, 2026.

Alphabet’s Historic $85 Bn Equity Capital Raise

Alphabet’'s announced $85 bn capital raise in early June was extraordinary in context of
historic patterns for public company equity issuance. The blended structure of the
financing also redefined the path forward for other big tech companies - a mix of
primary common stock, dual-class issuances, private placements to strategic investors,
ATM programs and equity-linked / convertible components. Alphabet’'s equity financing
was also designed as a single scale capital plan, but will be exercised over multiple
quarters to optimize execution.

Breakdown of Alphabet’s equity capital raise
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Source: (1) Company announcements. News sources. Alphabet initially announced $80 bn in equity raise but exercised a greenshoe option. Allocations to investors in the common
& capital stock portion were split 50/50.
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“Macro stability isn’t everything, but without it, you have nothing.”
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