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Why have convertibles proven to be an effective way to
invest in technology?

Transcript of a video recorded on March 21, 2019

Our experience has been that growth investing can be very rewarding over the longer term.

Technology is certainly a key part of that. We've also learned over the years of investing in

convertibles that convertibles can be a great way to manage some of the risks associated with
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investing in growth companies. For example, growth companies tend to have great, promising
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growth stories, but they are often not cheap. | have very rarely seen a truly great growth company Co-Portfolio Manager

that is trading at a cheap valuation. What a convertible offers you is effectively a loan to that

company with a promise of repayment, as well as an underlying equity option on that company. For

growth companies, this is a great setup for a convertible investor, because if the growth materializes, you

can often see significant returns on the equity, and that equity option carries the day for convertibles,

creating a very strong total return.

On the flip side, with growth investing, if growth does not materialize, you do tend to see pretty sharp
equity corrections. An investor who owns only the pure equity may see a significant capital loss. As a
convertible investor, we are effectively loaning the company money and they are promising to pay us an
income stream along the way. So, as long as the credit remains solid, and the company has the willingness

and the ability to repay us at maturity, our principal is protected and we're limiting that downside risk.

When we think about growth investing and technology specifically, we think convertibles are a very unique

way of having upside potential, but mitigating some of that downside risk and helping us sleep at night.
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Opinions and estimates offered constitute our judgment and are subject to change without notice, as are
statements of financial market trends, which are based on current market conditions. We believe the information
provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as an
offer or solicitation for the purchase or sale of any financial instrument. The views and strategies described

may not be suitable for all investors. This material has been prepared for informational purposes only, and is

not intended to provide, and should not be relied on for, accounting, legal or tax advice. References to future
returns are not promises or even estimates of actual returns a client portfolio may achieve. Any forecasts
contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a
recommendation.

Active management does not guarantee investment returns or eliminate the risk of loss. It should not be assumed
that any securities mentioned in this recording will be profitable or experience equal performance in the future.

Convertible Securities Risk: The value of a convertible security is influenced by changes in interest rates, with
investment value declining as interest rates increase and increasing as interest rates decline. The credit standing
of the issuer and other factors also, may have an effect on the convertible security’s investment value.

Convertible Arbitrage Risk: If the market price of the underlying common stock increases above the
conversion price on a convertible security, the price of the convertible security will increase. The fund's increased
liability on any outstanding short position would, in whole or in part, reduce this gain.
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