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Performance (%)

Portfolio Characteristics Global 
Balanced

TR Global 
Focus VG00

Number of Issues 109 209 300
Current Yield 1.5% 0.9% 1.7%
Conversion Premium 22.0% 28.0% 43.5%
Delta 58.5% 42.4% 45.6%
Credit Quality BB+ BBB- BBB-
Years to Put/Maturity (Years) 4.0 3.8 4.8

Top Performers Bottom Performers

1. Dycom Industries 1. Steinhoff

2. SBI Holdings 2. Allergan

3. Ablynx 3. Centerpoint Energy 
(exchangeable)

All data as of December 31, 2017
Overview & Market Commentary

Return Characteristics Q4 2017
(%)

2017
(%)

2016 
(%)

2015 
(%)

3 Yr 
Ann. (%)

5 Yr 
Ann. (%)

Since 
Incep-

tion 
Ann. (%)

Global Balanced Convertible Institutional Composite (Gross) 1.78 11.97 5.11 4.10 7.00 9.44 6.61

Global Balanced Convertible Institutional Composite (Net) 1.62 11.25 4.40 3.42 6.30 8.73 6.14

Thomson Reuters Convertible Global Focus Index (USD Hedged) 0.14 6.00 1.59 3.82 3.79 5.77 3.89

BofA ML Global Convertible Index (VG00) USD Hedged 2.34 13.66 8.20 3.98 8.54 10.08 6.53

MSCI World Index (in local currency) 5.42 19.13 9.65 2.65 10.27 13.91 6.35

Inception date of the Global Balanced Convertible Institutional Composite was November 30, 2006. Past performance is not a guarantee of future results. Advent claims compliance with Global Investment 
Performance Standards (GIPS). Performance is as of September 30, 2017. Please see the “Disclosures” section at the end of this presentation. 

2017 Returns (Gross %)
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD
1.91 1.74 0.27 1.07 0.80 0.24 2.02 (0.17) 1.74 2.10 (0.19) (0.11) 11.97

Asset Class Reference Indices (local currency) Q4 % YTD %

Global Equity MSCI World Index 5.42 19.13

Europe Equity MSCI Europe 1.32 13.72

Japan Equity MSCI Japan 8.60 20.14

Pacific Equity MSCI Pacific 8.11 20.00

U.S. Equity MSCI U.S. 6.54 21.90

Global Investment Grade BofA Global Broad Market Index (GBMI) 0.58 2.26

Global High Yield BofA ML Global High Yield Index (HW00) 0.49 7.65

Global Convertibles BofA ML Global 300 Convertible Index (VG00) 2.19 13.08

Global Convertibles Thomson Reuters Global Focus (0.03) 5.42

Global Convertibles Thomson Reuters Global Focus Investment Grade (1.76) 0.95

U.S. Equity Volatility VIX High: 13 
Low: 9

High: 16  
Low: 9

The year closed with strong equity market performance.  The U.S. economy accelerated and tax reform was enacted.  Fourth quarter 
GDP is expected to grow by over 2.5%.  Unemployment fell to 4.1%, and consumer spending accelerated with the retail industry 
receiving a welcome respite from secular pressures as many companies experienced accelerating same-store-sales metrics.  Housing 
starts accelerated, perhaps due to summer weather cataclysms.  The current account improved as exports benefitted from a weaker 
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U.S. dollar.  Financials, telecommunications, and utilities experienced notable gains after mid-November when passage of the Tax 
Cuts and Jobs Act of 2017 became more probable.  The new tax law, a major policy initiative, reduced marginal income tax rates 
for individuals but especially for corporations. These effects will become clearer after U.S. listed companies give earnings guidance 
for 2018 early in the new year.   In Germany, the IFO Business Climate surveys accelerated as manufacturing orders and industrial 
production grew at a notably faster pace than last year. Similar trends occurred in France where unemployment dropped to 9.5% 
and industrial production grew 5%, both the best levels since 2011. In the UK, The Bank of England reverted to the pre-Brexit vote 
interest rate after a surprise hike in November. British sovereign yields stayed flattish, mirroring continental government bond markets.  
Chinese manufacturing purchasing indices stayed above the expansion 50 level for more than a year, the longest period since 2011. 
Any vestige of money market stresses from early in 2017 ceased. Japanese industrial production sustained year-over-year growth rates 
averaging 4-5%.  Inflation was positive for more than twelve months, validating the Bank of Japan’s support policies.  

In the fourth quarter, there was USD 12 billion of global convertible new issuance, bringing 2017 new issuance to USD 73 billion and 
marking the fifth consecutive year of net new supply in the global convertible market.

Top & Bottom Contributors

On an absolute basis, the portfolio’s top performing securities included Dycom, SBI Holdings and Ablynx. Dycom, a specialty contractor, 
reported earnings that beat expectations, including +38% year-over-year growth in the next twelve months order backlog. We continue 
to believe the business is well-positioned for strong growth in fiber optic installation by its top five customers, including AT&T. SBI 
Holdings outperformed because of its significant exposure to blockchain and cryptocurrencies. Reuters highlighted that SBI Holdings is 
the most active blockchain investor, followed by Google. The company has invested in 61 fintech venture companies, with their most 
significant investment being a 6.8% stake in Ripple, whose cryptocurrency (XRP) is the second largest currency in the market after 
Bitcoin. Ablynx, a Belgian biotech company, advanced after it reported resoundingly positive data for an experimental drug against a 
rare blood disorder (aTTP).

Detractors in the portfolio included Steinhoff, Allergan and CenterPoint Energy (exchangeable into Time Warner, Charter and Time 
Inc.). After the resignation of its CEO, Steinhoff, which distributes furniture and household products globally, disclosed an investigation 
into accounting irregularities and lost more than 80% of its equity market value. The news caught the investment community by 
surprise. Following the news, Advent fully exited the position in Steinhoff. Allergan declined after a peer published positive data for 
a product that could compete with Botox. Allergan has the leading aesthetic franchise with Botox and we believe they will remain 
a market leader. We also view the company’s new drug pipeline as underpriced in the market. CenterPoint Energy’s exchangeable 
convertible bond declined primarily because of a sell-off in Time Warner’s common stock. The Department of Justice sued to block 
AT&T’s acquisition of Time Warner, with a trial date set for March 2018. Vertical mergers, as opposed to horizontal mergers that 
reduce competition, are not usually blocked in the courts, so we believe ultimately that the deal will go through. Regardless of the trial 
outcome, we continue to see value in Time Warner’s content assets.

Outlook

We continue to face uncertainty in global markets. Tapering of quantitative easing in Europe, ongoing Brexit negotiations, the direction 
of commodity prices and the evolution of U.S. policy will have unknown impacts on the world economy. We believe these economic 
ambiguities, coupled with geopolitical risks, will lay the groundwork for increasing equity market volatility. The Global Phoenix strategy’s 
credit-focused approach, and emphasis on convertible securities with positive asymmetry, should benefit from this environment. We 
anticipate that market volatility will offer many opportunities to acquire securities with attractive prospective returns.   The new year 
began with investors largely optimistic about strong consumer spending, the prospects for renewed infrastructure expenditures, and 
an increase in earnings, dividends, stock buy-backs and M&A activity.  Recession indicators (i.e. a flattening yield curve) have increased 
but are currently far from the complete list that materialized in 2001 and 2008.  Concerns have centered around the possibility of 
rising inflation, the eventual ending of bond buying by central banks in Europe and Japan and geopolitical surprises.  This year, strong 
synchronised global GDP growth, with interest rates remaining relatively low, could allow the multi-year expansion in earnings multiples 
to continue.
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Disclosures:

Firm Information:
Advent Capital Management, LLC (Advent) is an investment adviser registered with the Securities and Exchange Commission under the Investment Advisers Act of 1940.  Advent is an independent, privately held limited liability company.  Advent Capital Management 
UK Limited, a wholly-owned subsidiary of Advent located in London, is authorized and regulated by the U.K. Financial Conduct Authority.  Advent specializes in global and domestic convertible, high yield, and event-driven strategies based on a credit focused investment 
process with offices in New York and London.  Advent has more than $9 billion in assets under management (as of 09/30/17). We manage institutional assets across long-only, alternative and closed end fund strategies.  A list of all firm composites is available upon request. 
  
Advent claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. The verification report(s) is/are available upon request. Advent has been independently verified 
for the period 9/30/95 – 12/31/16.  Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present 
performance in compliance with the GIPS standards. The Global Balanced Convertible Institutional Composite has been examined for the periods 11/30/06 - 12/31/16.  The verification and performance examination reports are available upon request.  Additional 
information regarding policies for valuing portfolios, calculating performance and preparing compliant presentations are available upon request.  Past performance does not guarantee future results. This performance report should not be construed as a recommendation 
to purchase or sell any particular securities held in composite accounts. Market conditions can vary widely over time and can result in a loss of portfolio value.   Performance reflects the reinvestment of dividends and other earnings.  

Composite Characteristics:

1) Advent’s Global Balanced Convertible Institutional Composite (Composite) consists of the following: 
• Inception of the Global Balanced Convertible Institutional Composite was November 30, 2006 and the creation of the composite was November 30, 2006. 
• The Composite represents accounts for clients that met the definition of Qualified Institutional Investor (QIB). 
• Please note that as of December 31, 2014, Advent had two separately managed accounts, which are QIBs, and two sleeves of Advent’s closed end funds.  
• Accounts in the composite invest in USD and non-USD denominated balanced convertible securities that seek to participate in 75-85% of the equity upside and only 50% of the downside.
• As of 12/31/11, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 11.97%. The  BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 10.23%.  
• As of 12/31/12, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 10.62%. The  BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 8.64%. 
• As of 12/31/13, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 9.45%. The BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 7.68%. 
• As of 12/31/14, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 6.98%. The BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 5.90%. 
• As of 12/31/15, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 7.30%. The BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 6.08%. 
• As of 12/31/16, the 3-year ex-post standard deviation for the Global Balanced Convertible Institutional Composite was 7.60%. The BofA Merrill Lynch Global Convertible Index (VG00) 3-year ex-post standard deviation as of the same date was 6.55%. 

2) The following is the criteria for inclusion in the Composite: 
• All new accounts are included at the start of the measurement period following the date the portfolio begins being managed. This is true except when an account is the first account to enter the composite, in which case the account enters the composite 

immediately.  
• Performance periods are on a monthly basis. 
• Portfolios that are terminated will be excluded from the Composite after the last full month the portfolio was under management.  
• All accounts must have had an initial account value of at least $10,000,000. 
•  The Composite will include only those portfolios which meet its investment objective. 
•  The Composite will be composed of all accounts that meet the criteria to invest in Rule 144A securities. 

3) The following pertains to performance results: 
• All performance is presented in U.S. Dollars Hedged. 
• Returns are presented both gross of fees and net of actual management fees paid by the Advent accounts but not expenses paid by the clients. A model fee of 0.65% is used to show net returns for the two sleeves of Advent’s closed end funds. The Global 

Balanced Convertible Institutional advertised fee schedule is 0.90% on the first 25 million, 0.75% on the next 25 million, 0.60% on the next 50 million, and 0.50% on over 100 million. The management fees are described in Part 2 Advent’s Form ADV. Returns 
presented on a gross basis are substantially higher than returns presented on a net basis because gross returns do not reflect the deduction of investment advisory fees and other expenses that would be incurred by a client.  Investment advisory fees have a 
compounding effect in reducing the value of a client portfolio over time.  

• Past performance is not necessarily indicative of future results. 

4) Benchmark Information: 
• The Composite is benchmarked to the BofA Merrill Lynch Global Convertible Index.
• The BofA Merrill Lynch Global Convertible Index is comprised of Global USD and non-USD Convertible Securities and is a rule-driven index with a goal to create an unbiased proxy for the broad global convertible securities market. 
• Benchmark returns are not covered by the report of the independent verifiers.

Calculation Methodology: 
Advent calculates an asset-weighted return using the aggregate method. This method aggregates market values and cash flows for all accounts and treats the composite as if it were one account. The dispersion measure is the asset-weighted standard deviation for 
accounts in the composite for the entire year.

The funds that may be referred to in this communication are Unregulated Collective Investment Schemes for the purposes of Section 238 of the Financial Services and Markets Act 2000 and alternative investment funds as defined under the Financial Services and 
Markets Act (The Alternative Investment Fund Managers Regulations 2013). Accordingly, in relation to the United Kingdom and the European Economic Area, this information is only directed to persons to whom it may lawfully be issued under The Financial Services 
and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemption) Order 2001, COBS 4.12 of the FCA’s Conduct of Business Sourcebook, the Alternative Investment Fund Managers Regulations 2013 and under the National Private Placement Regime 
within the EEA. Any investment, and investment activity or controlled activity, to which this information relates is available only to such persons and will be engaged in only with such persons. Recipients may pass on this communication but only to others falling within 
those categories. No part of this communication may be reproduced in any manner without the written permission of Advent Capital Management UK Limited. We do not represent that this information, including any third party information, is accurate or complete 
and it should not be relied upon as such. Opinions expressed herein reflect the opinion of Advent Capital Management UK Limited and are subject to change without notice.

Dispersion is not presented for periods less than one year or when there are five or fewer portfolios included in the composite for the full annual period.

Year
Total Return 

    Gross of Fees %
Total Return 

   Net of Fees %
BofA Merrill Lynch Global 

Convertible Index% Number of Portfolios Dispersion %
Total Composite Assets 
End of Period ($MM)

Total Firm Assets End of 
Period ($MM)

2007 8.56 8.41 7.17 < 5 N/A 162.4 4,252.4

2008 -28.76 -29.05 -29.60 < 5 N/A 202.2 2,930.1

2009 37.15 36.98 36.16 < 5 N/A 346.6 4,838.4

2010 16.13 15.83 11.62 < 5 N/A 425.4 5,799.9

2011 -8.74 -9.00 -5.82 < 5 N/A 196.8 5,537.9

2012 14.28 13.79 13.43 < 5 N/A 45.9 6,092.1

2013 21.39 20.68 17.89 < 5 N/A 197.9 7,597.5

2014 5.55 4.85 7.20 < 5 N/A 370.4 8,427.9

2015 4.10 3.42 3.98 < 5 N/A 389.9 8,563.3

2016 5.11 4.40 8.20 < 5 N/A 312.6 8,835.2

Global Balanced Convertible Institutional Composite
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DISCLOSURES 

Important Information
This document does not constitute and should not be construed as an offering of advisory services or an offer to sell or a solicitation to buy any securities or related financial instruments in any jurisdiction. This 
document is for informational purposes only and should not be considered as a recommendation of any particular security, strategy or investment product. No investment advice, financial advice, tax advice, 
or legal advice is provided through this document, and no person is authorized to use this document for those purposes. Any discussion or information in this document relating to investment processes, 
portfolio characteristics or other matters relating to Advent Capital Management, LLC (“Advent”), an Advent investment strategy and/or an Advent-managed separate account or collective investment vehicle 
(collectively, an “account”) is subject to change over time. Opinions and any forecasts of future events, returns or results that are expressed in this document reflect the opinion of the author, are subject to 
change without notice, do not reflect actual investment results and are not guarantees of future events, returns or results. 

General Risk Warnings
Past performance does not guarantee, and is not a reliable indicator of, future results and the performance of an account may be substantially different. Current performance may be lower or higher than 
performance shown in this document. The performance of an Advent investment strategy or account may be volatile, and an investor could lose all or a substantial portion of any investment made in an Advent 
investment strategy or account. No representation is given that an Advent investment strategy or account is suitable for any particular investor. Market conditions can fluctuate and vary widely over time and 
can result in a loss of portfolio value. Advent makes no guarantee or representation that any Advent investment strategy or account will achieve its investment objective or have positive returns. Investing in 
financial markets involves a substantial degree of risk and there can be no guarantee that the investment objectives of an Advent investment strategy or account will be achieved. Returns presented on a gross 
basis are substantially higher than returns presented on a net basis because gross returns do not reflect the deduction of investment advisory fees and other expenses that would be incurred by a client. The 
returns of a client investment in any investment strategy will be reduced by the advisory fees and any other expenses it may incur in the management of its account. Advisory fees have a compounded effect 
in reducing account performance over time. This document may contain certain forward-looking statements. By their nature, forward-looking statements involve risk and uncertainty because they relate to 
future events and circumstances. Actual outcomes and results may differ materially from any outcomes or results expressed or implied by such forward-thinking statements. The success or achievement of 
various results, targets and objectives is dependent upon a multitude of factors, many of which are beyond the control of Advent. Although Advent-generated document has been prepared using sources, 
models and data that Advent believes to be reasonably reliable, its accuracy, completeness or suitability cannot be guaranteed and should not be relied upon as such by any person. The information contained 
in this document does not purport to cover all matters that may be relevant for the purposes of considering whether or not to make any prospective investment. Prospective investors should conduct their 
own investigations in relation to the matters referred to in this document and are recommended to consult their own advisers in relation to such matters.


