STRICTLY CONFIDENTIAL AND NOT FOR DISTRIBUTION

T

RIVARIAT

CONVERTS: HOW

ADAM S. PARKER, Ph.D., FOUNDER

adam@trivariateresearch.com
646-734-7070

CHANG GE, ANALYST

chang@trivariateresearch.com
614-397-0038

RESEARCH

DO YOU PICK WINNERS?

MAXWELL ARNOLD, ANALYST

maxwell@trivariateresearch.com
347-514-1234

RYAN MCGOVERN, DIR. OF RESEARCH SALES

ryan@trivariateresearch.com
973-271-8017

COLIN COONEY, HEAD OF SALES

colin@trivariateresearch.com
617-910-7934



BACKGROUND AND RESEARCH SUMMARY

Background: We have written several notes recently about “converts”, and decided to
address the regime, the available alpha, and long / short opportunities among stocks
with convertible bonds in today’s research.

Convertible issuance has delivered the best 3-month post-issuance returns in 15
years, but the “buy all new converts” trade remains structurally weak — suggesting
stock selection, not timing, drives alpha. Historically, converts are an inferior asset
class, with equal-weight portfolios of issuers underperforming broad markets by roughly
40% since 2011 despite a strong 2025 rebound.

Biotech converts have led over the long term, averaging +6% relative gains over 6-12
months, though recent performance has reversed sharply; low-quality Tech and “Other”
sectors have also shown positive returns.

Overall takeaway: Strong 2025 convert returns mask wide sector dispersion —
selectivity by quality, debt, and momentum factors is crucial for separating winners
from losers.
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INVESTMENT CONCLUSIONS - THE CONVERT PLAYBOOK

We segmented the convert universe into 7 sector-based cohorts and studied the factor
efficacy, including price momentum, consensus forecasted EPS growth, beta, company-
specific risk (CSR), and net debt-to-market cap. Below is our “converts” playbook:

Biotech: Works in long-term but since 2024 performance has been weak and
Issuance has been low; buy converts that are high beta, have low CSR, and have high
debt-to-market cap.

Healthcare (ex. Biotech): Buy stocks with poor 6-month price momentum and high
debt-to-market cap.

Consumer Discretionary: Buy low beta, high CSR, and high forecasted EPS growth.

Financials: It is hard to distinguish winners vs. losers in this sector as none of the
factors helped. Pure fundamental analysis is best.

Industrials: Buy strong 6-month momentum and low forecasted EPS growth.

Technology: Buy bottom-half quality, high debt-to-market cap, and low forecasted
EPS growth.

Other Sectors: Buy bottom-half quality and low forecasted EPS growth.
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3-MONTH RETURNS POST ISSUANCE ARE AT A 15-YEAR HIGH

We analyzed 3-,6-, and 12-month returns, relative to industry averages, for new convertible issuances each year since 2011. The
recent 3-month performance following convertible bond issuance has been the strongest we have on record! Returns to
buying new convertible issuers appear to be cyclical, performing poorly in initial risk-off regimes and taking longer to recover.
Returns from 2021-2023 were dismal. While obviously we don’t have sufficient cycles to make a reliable “converts” timing
call, it does seem that strong performance is a late-cycle indicator, as shown by the 2-year moving average line.

Average 3m, 6m and 12m Forward Industry-Relative Return of New Convert Issuance Each Year Since 2011
Through End-September, 2025
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CONVERTS ARE AN INFERIOR ASSET CLASS - ISSUANCE ISN'T ALPHA

Over the long term, an equal-weight portfolio that buys every new convertible issuer the day after the issuance and holds the
stock for 12 months underperforms a broad equal-weight market: a brief surge around 2020 reverses, followed by a deep
drawdown through 2024 that has a long way to go to be profitable despite the strong year-to-date rebound (left). On an
industry-relative basis the same rule has compounded to roughly down 40% since 2011, with the recent uptick not enough to
offset the long slump — showing that the aggregate “buy all new issues” trade is not rewarded, and instead investors should

identify winners from losers within the convert universe (right).

Cumulative Return
Buy Convertible Issuer On the Second Day of Issuance and
Hold for 12 Months vs. Equal-weight Top 3000
Through End-September, 2025

Cumulative Industry-Relative Return
Buy Convertible Issuer On the Second Day of Issuance and
Hold for 12 Months
Through End-September, 2025
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ISSUANCE WORKS FOR BIOTECH AND LOW-QUALITY TECH

Companies with varying balance sheet conditions could issue converts for different reasons, so it is sensible to segment the convert universe by sector and
quality. We created seven sub-groups: Biotechnology overall, and then six other cohorts divided into top and bottom half quality, including Consumer
Discretionary, Financials, Healthcare excluding Biotechnology, Industrials, Technology, and “Other Sectors.” Issuance in Biotech has been successful
overall, with industry-relative gains that persist over 6-12 months and average over 6%. Convert issuers in Financials, Other Healthcare, and Industrials
lag their industries in the long term. Lower-half quality stocks in Technology and other sectors beat their higher-quality peers consistently and yield positive
returns. This appears because issuing a convert steadies the short-to-medium term perception about financial viability for many companies.

Average Forward Industry-Relative Return After Convertible Issuance by Sector and Quality Groups
2011 Through End-September, 2025

Sector Quality Event Count 10d Forward Return 63d Forward Return 126d Forward Return 252d Forward Return
Biotech N/A 131 (0.2%) 2.2% 6.1% 7.5%

Bottom Half Quality 97 (1.8%) (3.5%) (9.3%) (10.7%)
Consumer Discretionary

Top Half Quality 32 (0.4%) (3.6%) (1.5%) (9.6%)

Bottom Half Quality 71 (0.0%) (0.4%) (3.8%) (4.6%)
Financials

Top Half Quality 27 0.7% 0.5% (1.5%) (1.5%)

Bottom Half Quality 96 0.0% 4.6% 3.7% (7.6%)
HealthCare Ex-Biotech

Top Half Quality 76 0.5% (1.7%) (5.3%) (6.0%)

Bottom Half Quality 80 0.2% 1.3% (8.0%) (8.0%)
Industrials

Top Half Quality 20 (2.0%) (5.2%) (4.0%) (18.1%)

Bottom Half Quality 134 1.5% 0.8% (0.8%) 2.3%
Information Technology

Top Half Quality 221 0.7% 0.4% (0.1%) 0.4%

Bottom Half Quality 169 (0.3%) 4.9% 5.6% 3.9%
Other Sector

Top Half Quality 45 (0.3%) (0.9%) (0.6%) (1.5%)

Source: Trivariate Research
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RECENT RETURNS HAVE BEEN DIFFERENT IN BIOTECH / INDUSTRIALS

Over the long term, bottom-half quality stocks in Healthcare (excluding Biotechnology) and Other Sectors tend to perform well
for the first three months post issuance (left), whereas quality doesn’t matter in Consumer Discretionary and high-quality lagged
in Industrials (left). Recently however, top-half quality Industrials have done better (right), with only bottom-half quality
Financials behaving notably bad. Biotechnology convertibles have been weak this year, after being the best performing over the
long-term, though there have only been six total issuances year-to-date

Average 63-Day Industry-Relative Return Average 63-Day Industry-Relative Return
New Convert Issuance New Convert Issuance
2011 - End-September, 2025 2024 - End-September, 2025
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MOMENTUM WORKS “PERVERSELY” EXCEPT IN INDUSTRIALS

So how do we select securities within converts? We analyzed several factors to see if security selection could be improved through
factor awareness. We analyzed 12-month price momentum from 2011-2025 across the six non-Biotechnology cohorts, by both top- and
bottom-half quality. Biotechnology companies with weak relative 6-month price momentum (third and fourth quintiles) prior to
convertible issuance typically strongly outperform for the 6 months. Momentum doesn’t matter for Consumer Discretionary or
Financials performance. Non-Biotechnology Healthcare stocks that have bad momentum act best following issuance. Price
momentum works well in Industrials but does not help for stock selection in Technology.

Average 126-Day Industry-Relative Return of New Convert Issuance by Momentum (6m) Quintile
2011 Through End-September, 2025
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EPS GROWTH WORKS IN CONSUMER BUT NOT ELSEWHERE

With Consumer Discretionary stocks, higher forecasted EPS growth strongly outperforms lower forecasted growth. Avoiding
low growers in Healthcare makes sense. Forecasted earnings growth doesn’t seem to matter for Financials. Slower growing
stocks generally outperform in Industrials, Technology, and “Other” sectors.

Average 126-Day Industry-Relative Return of New Convert Issuance
1-Year Forward Consensus Forecasted EPS Growth Tertile
2011 Through End-September, 2025
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LOW BETA IS GOOD IN CONSUMER BAD IN BIOTECH.

Buying low beta stocks and avoiding high beta generates strong returns on average in the Consumer Discretionary sector.
However, in Biotechnology the exact opposite is true - avoiding low beta and buying high beta is best. We don’t see beta as
particularly effective for picking stock ideas in the other sectors.

Average 252-Day Industry-Relative Return of New Convert Issuance by Russell 3000 Beta Quintile

2011 Through End-September, 2025
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HIGHLY IDIOSYNCRATIC BIOTECH. COMPANIES UNDERPERFORM

Biotechnology companies with high company-specific risk (CSR) tend to lag, those with lower CSR -i.e.,, more macro, outperform.
CSR is not a particularly effective signal for picking converts in other sectors of the market.

Average 252-Day Industry-Relative Return of New Convert Issuance by Company-Specific Risk Quintile

2011 Through End-September, 2025
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INDEBTED CO’S ARE BEST IN HEALTHCARE / TECH., NOT INDUSTRIALS

Biotechnology, Healthcare ex. Biotech., and Information Technology companies with more debt perform best, whereas Industrials
with less net debt-to-market cap. strongly underperform.

Average 126-Day Industry-Relative Return of New Convert Issuance by Net Debt to Market Cap Quintile
2011 Through End-September, 2025
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PERFORMANCE AND ATTRIBUTES OF RECENT CONVERTS

We highlight stocks where signals have been effective for picking converts in the right column.
rules say to long bottom-half quality Technology stocks.

Top 2000 US Stocks: Announced Convertible Issuance in 2H 2025
As of End-September, 2025

For example, with CIFR, the

Ticker Company Sector M(adgztBﬁﬁ)p' Annoug(;etg (Zrér;clljl)iil) Relgrur;g::r;ce Flags for Convert Long Ideas
CIFR Cipher Mining Inc. Information Technology 4.95 09/25/2025 800 8.0% Low Quality Tech

PEB Pebblebrook Hotel Trust Real Estate 1.30 09/16/2025 350 (1.4%) Low Quality Other

CYTK Cytokinetics, Incorp. Health Care (Biotech) 6.58 09/16/2025 550 10.5%

CAMT Camtek Ltd. Information Technology 4.80 09/11/2025 400 24.9%

ENVX Enovix Corporation Industrials 1.96 09/10/2025 300 9.0%

NBIS Nebius Group N.V. Information Technology 28.01 09/10/2025 1000 20.2% Low Quality Tech

ATRO Astronics Corporation Industrials 1.61 09/09/2025 210 19.1% Strong 6m Momentum

WIX Wix.com Ltd. Information Technology 9.89 09/08/2025 750 16.0%

ALNY Alnylam Pharmaceuticals Health Care (Biotech) 59.77 09/08/2025 500 0.2%

JBTM JBT Marel Corporation  Industrials 7.30 09/03/2025 500 (0.7%)

AVT Avnet, Inc. Information Technology 4.36 09/02/2025 500 1.1% Low Quality Tech; High Debt
LYFT Lyft, Inc. Industrials 8.95 09/02/2025 450 31.0%

LITE Lumentum Holdings Inc. Information Technology 1.37 09/02/2025 1100 22.7% Low Quality Tech; High Debt
CVLT Commvault Systems, Inc. Information Technology 8.39 09/02/2025 750 5.6%

PI Impinj, Inc. Information Technology 5.26 09/02/2025 150 (2.7%)

ANIP ANI Pharmaceuticals, Inc. Health Care 1.90 09/01/2025 316.25 (2.0%)

WULF TeraWulf Inc. Information Technology 4.66 08/18/2025 400 21.7% Low Quality Tech; High Debt
EEFT Euronet Worldwide, Inc.  Financials 3.48 08/13/2025 850 (10.1%)

LUNR Intuitive Machines, Inc. Industrials 1.24 08/13/2025 250 0.3%

LEU Centrus Energy Corp. Energy 5.65 08/12/2025 650 42.6%

UPST Upstart Holdings, Inc. Financials 4.89 08/11/2025 500 (19.9%)

COIN Coinbase Global, Inc. Financials 86.71 08/05/2025 1000 13.3%

PBI Pitney Bowes Inc. Industrials 1.96 08/05/2025 200 2.8% Strong 6m Momentum
CELC Celcuity Inc. Health Care (Biotech) 2.10 07/28/2025 150 34.3%

CNP CenterPoint Energy, Inc.  Utilities 25.33 07/28/2025 900 4.6%

MARA MARA Holdings, Inc. Information Technology 6.76 07/23/2025 850 3.9% Low Quality Tech; High Debt
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DISCLOSURES

Disclaimer
This presentation is confidential and may not be reproduced or distributed without the express prior written permission of Trivariate Research LP and its affiliates (collectively, “Trivariate”).

The information contained herein reflects the opinions and projections of Trivariate as the date of publication, which are subject to change without notice at any time subsequent to the date of issue.
Trivariate does not represent that any opinion or projection expressed herein will be realized. All information provided is for informational and research purposes only and should not be deemed as
investment advice or a recommendation to purchase or sell any specific portfolio investment, security or other asset. While the information presented herein is believed to be reliable, no representation or
warranty is made concerning the accuracy of any data or other information presented. Information obtained by Trivariate from third party sources in connection with the preparation of this presentation
has not been independently verified by Trivariate. Additional information regarding Trivariate is available on request.

Any projections, forecasts, targets or other estimates presented herein constitute “forward-looking statements” that can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “could,” “would,” “predicts,” “potential,” “forecasted,” “continue,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believes,” “estimates,” or the negatives thereof or other variations
thereon or comparable terminology. Furthermore, any projections, targets, forecasts or other estimates in this presentation are “forward-looking statements” and are based upon certain assumptions that
may change. Due to various risks and uncertainties, actual events or results or the actual performance of the funds may differ materially from those reflected or contemplated in such forward-looking
statements. Moreover, actual events are difficult to predict and often depend upon factors that are beyond the control of the Trivariate. Nothing herein shall under any circumstances create an implication
that the information contained herein is correct as of any time after the earlier of the relevant date specified herein or the date of this presentation. In addition, unless the context otherwise requires, the
words “include,” “includes,” “including” and other words of similar import are meant to be illustrative rather than restrictive. Forward-looking statements and discussions of the business environment
included herein (e.g., With respect to financial markets, business opportunities, demand, investment pipeline and other conditions) are subject to the ongoing novel coronavirus outbreak (“COVID” or
“COVID-19”). The full impact of COVID-19 is particularly uncertain and difficult to predict, therefore such forward-looking statements do not reflect its ultimate potential.

This shall not constitute an offer to sell or the solicitation of an offer to buy any interests in any fund, product or account that is or may in the future be advised or managed by, Trivariate or any of its
affiliates.

All data sourced from S&P Global, Bloomberg, or our Trivariate estimates. All forward-looking-statements reflect the opinion of Trivariate.
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