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MARKET REVIEW 

Equity Index Performance 1Q23 YTD 

S&P 500 Index 7.50% 7.50% 

Russel 1000® Index 7.46% 7.46% 

Russell 2000® Index 2.74% 2.74% 

Russell 3000® Growth Index 13.85% 13.85% 

Russell 3000® Value Index 0.91% 0.91% 

MSCI ACWI Index 7.44% 7.44% 

MSCI ACWI Ex-US Index 7.00% 7.00% 

MSCI EAFE Index 8.62% 8.62% 

Fixed Income Index Performance 1Q23 YTD 

Bloomberg Aggregate Index Return  2.96% 2.96% 

Bloomberg U.S. Corporate Investment Grade Bond Index Return  3.50% 3.50% 

ICE BofA U.S. High Yield Constrained Index Return  3.72% 3.72% 

Credit Suisse Leveraged Loan Index 3.11% 3.11% 

ICE BofA U.S. Convertible Index Return  3.78% 3.78% 

Source: Factset. Past performance is not a reliable indicator or guarantee of future results.  Due to market volatility, the market may not perform in 

a similar manner in the future. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. The 

index data provided is not representative of any Lord Abbett product. 

• The U.S. bond market, as measured by the Bloomberg U.S. Aggregate Bond Index, returned 2.96% over the first 

quarter. Investment gradknow e corporate bonds1 returned 3.50%, while high yield bonds2 fared slightly better, returning 

3.72%. U.S. equities moved mostly higher, with the Nasdaq making a strong comeback after a four-quarter losing streak. 

The first quarter got off to an especially strong start, with the Nasdaq surging more than 10.5% in January, its best start 

to the year since 2001. Growth stocks3 meaningfully outperformed value stocks4 over the quarter (13.85% vs 0.91%), 

while large cap stocks5 outperformed small cap stocks6 (7.46% vs 2.74%). 

• The turmoil in the banking sector dominated the headlines in March as an accelerated deposit flight resulted in the 

regulatory shutdowns of Silicon Valley Bank and Signature Bank. In response, the U.S. Federal Reserve (Fed), Federal 

Deposit Insurance Corporation (FDIC), and U.S. Treasury stepped in to backstop all depositors at the failed banks to 

help quell contagion fears, though bank stocks remained under close scrutiny for the remainder of the month while 

government officials began the debate about whether current regulatory oversight is sufficient and whether FDIC limits 

should be increased.7 

• This culminated in a 25bp interest rate hike and softened statement language about possible future hikes from the 

Federal Open Market Committee despite some analysts expecting them to hold or even cut rates. The Fed’s new dot 

plot showed median policymaker rate expectations just north of 5% by year's end (unchanged from December), with 

Powell saying participants are not generally expecting rate cuts this year, noting that the labor market remains too tight.7 

• Underwhelming earnings and guidance metrics added another overhang on risk sentiment over the quarter, as elevated 

input costs (particularly on the labor side) and softer demand continued to pressure margins. However, there were still 

a number of silver linings on the earnings front, including cost-cutting/efficiency actions, strength in services sectors, 

continued supply chain improvements, expectations from company management teams for inflation pressures to 

dissipate over the course of the year, and a resilient consumer. In all, for Q4 2022, the blended earnings decline for the 

S&P 500 was -4.6%, marking the first year-over-year decline in earnings since Q3 2020.7 
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PORTFOLIO REVIEW 

• The Fund returned 2.15%, reflecting performance at the net asset value (NAV) of Class I shares with all distributions 

reinvested for the quarter ended March 31, 2023. The Fund’s benchmark, the ICE BofA U.S. Convertible Index8, 

returned 3.78% during the same period.  

• Over the period, security selection within the Consumer Discretionary sector was a primary detractor from relative 

performance. As an example, the portfolio’s position in Chegg, Inc. (1.5%), an education technology company, detracted 

from performance. Despite the company reporting quarterly earnings results that were above consensus estimates, 

shares of the stock fell in reaction to management’s guidance coming in below expectations. We exited the position 

over the course of the quarter as we became less constructive on the security’s equity upside. 

• Security selection within the Industrials sector also detracted from relative performance. Within the sector, the portfolio’s 

position in Fluor Corporation (1.3%), a multinational engineering and construction firm, was a notable drag over the 

quarter after being a top contributor in the previous quarter. The company has been negatively impacted by tighter 

financial conditions, as well as macro uncertainty leading to several of their projects getting delayed. That said, we 

expect to see incremental improvement going forward as the company continues to work through its existing contracts 

with less favorable terms. 

• Conversely, security selection within the Communications Sector contributed to relative performance over the period. 

Leading the way was the portfolio’s position in World Wrestling Entertainment, Inc. (0.5%), a global integrated media 

and entertainment company. Shares of the stock soared in response to the surprise announcement that former CEO 

and majority shareholder Vince McMahon is being reinstated to the company’s board. The company also continues to 

benefit from strong viewership numbers, while their renewed broadcasting rights is expected to provide a step up in 

revenue. 

• Within the Information Technology sector, the portfolio’s position in Indie Semiconductor, Inc. (1.0%), a developer of 

next generation automotive semiconductors and software platforms, was also a standout contributor over the period. 

Shares of the stock soared on the back of gross margins coming in well above expectations in the company’s latest 

quarterly earnings report. Management also raised guidance while noting that they expect rapid sales growth and further 

profit margin expansion to continue. 

For informational purposes only, the specific investments shown represent only the top contributors and detractors for the relevant performance time 

period.  The selection criteria used to determine the top contributors and detractors remains the same across performance measurement periods. 

STRATEGY POSITIONING & OUTLOOK 

• After retreating over the course of 2022 amid rising benchmark yields and worries about a recession negatively 

impacting the asset class, convertible bonds posted a strong first quarter of 2023, keeping pace with high yield bonds. 

Given the composition of the asset class - which is skewed towards growth, innovation, and early cycle, smaller 

capitalization companies- and continued progress in areas such as technology, innovation, and healthcare, we continue 

to believe flows and valuations should be supportive. We also believe the more “credit like” composition of the asset 

class today should continue to draw interest from the traditional high yield investor base. Our research shows that 

growth factors tend to do well when macro growth is harder to find. Given the overall market delta, we believe investors 

may migrate to convertibles for a defensive allocation while awaiting more macro certainty. History shows evidence of 

strong forward returns at the current market delta. 

• We also continue to see potential for a positive event risk in the convertibles market. 2022 saw a limited amount of 

strategic merger and acquisition activity given economic uncertainty and tightening financial conditions. A rise from 

today’s depressed levels could be supportive as we view many of the issuers in this market as potential beneficiaries. 

We also expect a further pickup in liability management as issuers themselves take advantage of depressed valuations, 

which could allow for organic deleveraging. Lastly, through the first three months of the year, new issuance has nearly 

doubled year-over-year, though still lagging the pace that we witnessed in 2020 and 2021. We have also seen better 

diversification within the market – with nearly half of new issuance coming from the Utilities and Communication Services 

sectors. 
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• Looking ahead, we are being mindful of the risk of a tail outcome or hard landing in the US economy.  We believe a 

growing probability of a “hard landing recession” would increase the assessment of credit stress in the market.  While 

nearly half of “busted” convert issuers have no debt other than their convertible bond, fear of a protracted rise in the 

default rate could keep a lid on investor sentiment.  Nonetheless, we expect the default rate in the convertibles market 

to remain well short of that of the traditional credit markets.  Overall, we maintain a barbell approach, remaining 

underweight the middle segment of the convertible market, characterized by a delta between 40 and 80, and overweight 

the tails below 40 delta and above 80 delta. 

 
Portfolio Breakdown as of 03/31/2023. Portfolio and Sector Breakdown source: Lord Abbett. Sector allocations exclude cash and “other” holdings, therefore 

Fund percentage allocations may not equal 100%. 

 

Performance as of 03/31/2023 

 
1Q23 YTD 1 Year 3 Years 5 Years 10 Years 

Net Asset Value – Class I 2.15% 2.15% -15.08% 12.24% 9.23% 9.14% 

ICE BofA U.S. Convertible Index 3.78 3.78 -10.73 14.98 9.60 9.63 

Morningstar Convertible Funds 
Average9 

2.51 2.51 -10.86 12.02 7.66 7.98 

Expense Ratio: 0.87% 

Performance data quoted reflect past performance and are no guarantee of future results. Current performance may be higher 

or lower than the performance quoted. The investment return and principal value of an investment in the Fund will fluctuate so 

that shares, on any given day or when redeemed, may be worth more or less than their original cost. You can obtain performance 

data current to the most recent month end by calling Lord Abbett at (888) 522-2388 or referring to our website at lordabbett.com. 
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1As represented by the ICE BofA U.S. Corporate Index as of 3/31/23. 

2As represented by the ICE BofA U.S. High Yield Constrained Index as of 3/31/23. 

3As represented by the Russell 3000® Growth Index as of 3/31/23. 

4As represented by the Russell 3000® Value Index as of 3/31/23. 

5As represented by the Russell 1000® Index as of 3/31/23. 

6As represented by the Russell 2000® Index as of 3/31/23. 

7Factset 

8The ICE BofA All Convertibles Index contains issues U.S. dollar-denominated that have a greater than $50 million aggregate market value. Indexes are 

unmanaged, do not reflect the deduction of fees or expenses, and an investor cannot invest directly in an index.  

9Morningstar Convertible Funds Average is based on a universe of funds with similar investment objectives as the Fund. Peer group averages are based 

on all share classes in the category, and include the reinvested dividend and capital gains, if any, and exclude sales charges. 

A Note about Risk: Convertible securities are subject to the risks affecting both equity and fixed income securities, including market, credit, liquidity, and 

interest rate risk.  Convertible securities tend to be more volatile than other fixed income securities, and the markets for convertible securities may be less 

liquid than markets for common stocks or bonds.  The Fund may invest substantially in high yield, lower-rated securities.  These securities carry increased 

risks of price volatility, illiquidity, and the possibility of default in the timely payment of interest and principal.  The Fund may invest  in foreign or emerging 

market securities, which may be adversely affected by  economic, political, or regulatory factors and subject to currency volatility and greater liquidity risk.  

The Fund may invest in derivatives, which are subject to greater liquidity, leverage, and counterparty risk. These factors can affect Fund performance. 

The Fund’s portfolio is actively managed and is subject to change. 

The credit quality of the securities in a portfolio are assigned by a nationally recognized statistical rating organization (NRSRO), such as Standard & Poor's, 

Moody's, or Fitch, as an indication of an issuer's creditworthiness. Ratings range from `AAA' (highest) to `D' (lowest). Bonds rated `BBB' or above are 

considered investment grade. Credit ratings `BB' and below are lower-rated securities (junk bonds). High-yielding, non-investment-grade bonds (junk 

bonds) involve higher risks than investment-grade bonds. Adverse conditions may affect the issuer's ability to pay interest and principal on these securities.  

Source ICE Data Indices, LLC (“ICE”), used with permission. ICE PERMITS USE OF THE ICE BofA INDICES AND RELATED DATA ON AN "AS IS" 

BASIS, MAKES NO WARRANTIES REGARDING SAME, DOES NOT GUARANTEE THE SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/OR 

COMPLETENESS OF THE ICE BofA INDICES OR ANY DATA INCLUDED IN, RELATED TO, OR DERIVED THEREFROM, ASSUMES NO LIABILITY 

IN CONNECTION WITH THE USE OF THE FOREGOING, AND DOES NOT SPONSOR, ENDORSE, OR RECOMMEND LORD ABBETT, OR ANY OF 

ITS PRODUCTS OR SERVICES. 

The performance table above is based on Class I shares. Average Annual Total Returns are based on changes in the net asset value and assume 

reinvestment of all distributions, and do not reflect deduction of any front-end sales charges which are not applicable for Class I shares. Returns for less 

than one year are not annualized. 

Bloomberg Index Information: Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. 

and its affiliates (collectively “Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg Indices. Bloomberg does not approve or endorse this 

material, or guarantee the accuracy or completeness of any information herein, or make any warranty, express or implied, as to the results to be obtained 

therefrom and, to the maximum extent allowed by law, shall not have any liability or responsibility for injury or damages arising in connection therewith. 

The views and information discussed in this commentary are as of March 31, 2023, are subject to change, and may not reflect the views of the firm as a 

whole. The views expressed in market commentaries are at a specific point in time, are opinions only, and should not be relied upon as a forecast, 

research, or investment advice regarding a particular investment or the markets in general. Information discussed should not be considered a 

recommendation to purchase or sell securities. 

The information provided is not directed at any investor or category of investors and is provided solely as general information about Lord Abbett’s products 

and services and to otherwise provide general investment education.  None of the information provided should be regarded as a suggestion to engage in 

or refrain from any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide impartial investment advice, act 

as an impartial adviser, or give advice in a fiduciary capacity. If you are an individual retirement investor, contact your financial advisor or other fiduciary 

about whether any given investment idea, strategy, product or service may be appropriate for your circumstances. 

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett Funds. This and other important 

information is contained in the fund's summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord 

Abbett mutual fund, contact your investment professional, Lord Abbett Distributor LLC at (888) 522-2388 or visit us at lordabbett.com. Read the 

prospectus carefully before you invest. 

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE 


