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Introduction 
The MacKay Shields Convertible Team (the “Team”) is an equity-oriented convertible bond manager. The Team seeks to provide 

participation in the equity markets while emphasizing downside protection, by combining a disciplined investment process with 

the fundamental judgment of seasoned professionals. The Team’s overall strategy is designed to provide competitive performance 

with below-average market risk while focusing on those convertible securities that offer the best risk/reward profile. 

In line with MacKay Shields' Responsible Investing (RI) Policy, we recognize that material environmental, social, and governance 

(“ESG”) factors can have an impact on long-term investment outcomes and, therefore, are a natural and important component of 

disciplined investment research and portfolio management process. Each team member is accountable for incorporating ESG 

considerations into their analysis, ensuring a comprehensive evaluation of potential investments. While the firm policy will detail 

many aspects of our responsible investing processes, including our treatment of exclusions, approach to climate change, and 

governance of our responsible investing activities, the below policy is meant to illustrate how these processes are incorporated 

into and adapted for our Team’s specific investment philosophy and process. 

Research Process1  
Our Team’s strategy utilizes analysis of the capital structure that seeks to determine which security provides the best risk/reward 

trade-off for investment. We employ a bottom-up approach which looks to identify the merits of convertibles relative to the 

underlying common stock. Once the structure review is complete, the Team begins its fundamental equity analysis with a goal of 

identifying the most material risks an issuer faces, to ultimately discern fair value for that issue. Risk can present itself in many 

forms, including technological change, demand/supply characteristics, company positioning, undue leverage, regulatory issues, 

and ESG-related factors. These, and other risk factors, are incorporated into the Team’s research and decision-making processes. 

When analyzing the ESG risks of any potential investment, the Team seeks to understand the weight of importance of each risk 

and ascertain what impact such risks may have on the business, and in what time horizon. We focus on finding core businesses 

that have:  

▪ Management teams that are strong, experienced, and demonstrate good governance2  

▪ Underleveraged balance sheets  

▪ Cash flow generation that exceeds capital expenditure, and 

▪ Earnings that are projected to increase over time. 

 
1. The processes and procedures described in this Responsible Investing Policy, including without limitation ESG scoring, is applicable only to actively managed 

investment strategies.  From time-to-time the Team may manage accounts pursuant to non-actively managed investment strategies, including (without 

limitation) an account with investment strategy or investment objective to substantially track and index or to maintain a low tracking error, and the processes 

and procedures described herein will not be applied to the management of such accounts. 

2. Our use of the term good governance here is not directly tied to any market-based definition of good governance (i.e., EU SFDR). 

https://www.newyorklifeinvestments.com/assets/mackay-shields/documents/policies/responsible-investment-policy/firm-wide-ri-policy.pdf
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The Team seeks to identify a catalyst that gives it confidence that the underlying stock price will appreciate in the near-term before 

it feels confident in buying the convertible.  Further, the Team conducts an analysis of the sector in which the company operates.    

Our comprehensive evaluation process integrates material ESG risks and opportunities with current pricing dynamics for each 

investment opportunity. Our 1-4 ESG scoring system reflects our judgment of the scope and materiality of specific ESG factors 

and their anticipated impact on an issuer’s long-term viability and financial outcomes. Scores are assigned to each Environmental, 

Social, and Governance pillar, which then inform the composite ESG score of an issuer. These categorizations are a signal to the 

portfolio management team of how much risk and/or opportunity is inherent in any given issue, and therefore may influence not 

just inclusion into a portfolio, but also the relative sizing of that position. Ultimate implementation and oversight of ESG ratings is 

the responsibility of the Team’s lead portfolio manager.  

ESG RISK AND OPPORTUNITY PERFORMANCE INDICATORS 3 
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Portfolio Construction 
We weigh our clients’ interest in strong returns against the risk factors associated with the portfolio. As it relates to ESG-related 

risk factors, our commitment is to ensure that such factors are properly assessed and taken into consideration when constructing 

and managing client portfolios. The determination of whether specific securities warrant inclusion in the portfolio is first based on 

client mandate suitability. If the security fits client guidelines, then inclusion is based on our assessment of the risk-adjusted 

return potential versus other investment alternatives as well as the impact on the return and risk profile of the portfolio in 

aggregate. The manner in which ESG-related factors will affect security selection is qualitative.  The most straightforward case of 

how ESG risks are implicated in portfolio construction involves two securities that have similar return profile but different ESG 

characteristics. We will prioritize the security with the better ESG rating.   

In addition, a security’s ESG profile plays a factor in our conviction level –and the weighting– of that security in the portfolio.  

Generally, the largest positions in our portfolios are ones with favorable ESG profiles or where we believe there is significant 

potential for improvement. We work with clients on a case-by-case basis to determine whether additional ESG specific 

considerations should be taken into account in the construction of their respective portfolios (e.g., restricted security or industry 

list, prohibition of investments with a certain ESG risk group rating). We have experience managing bespoke ESG-conscious 

portfolios based on client risk and return objectives. Portfolios can be customized on sector exclusions, issuer exclusion lists, and 

 
3. Not an exhaustive list of indicators used for ESG Integration 
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third-party ESG rating guidelines. In addition, portfolios can utilize our ESG scores as part of their ESG guidelines. We can provide 

customized ESG reporting on ESG risk group exposures and third-party ESG data analysis.  

Collaboration with the Responsible Investing Team 
We believe that while ESG analysis is most effectively conducted directly by investment teams, the rapid evolution of sustainability 

issues, regulations, and global themes necessitates the provision of additional tools and resources to ensure thorough and 

responsible analysis. To meet our fiduciary obligations, analysts are equipped with internal ESG scoring tools and can draw on the 

expertise of the Responsible Investing team when sustainability concerns are particularly significant or closely aligned with a 

client's specific goals. This collaborative approach leverages both the deep asset and sector knowledge of the analysts and the 

RI team’s specialized insights into sustainability trends and regulations. By combining these strengths, we enhance the overall 

quality of the investment process, aligning financial returns with responsible investment practices and ensuring that our teams 

remain adaptable and informed in a changing landscape. 

ADDITIONAL DISCLAIMER 

As all asset classes are not created equal when it comes to ESG data and application, we retain discretion to apply certain a spects of this policy to a 

greater/lesser extent depending on data availability, investment time horizon, and client objectives. In  addition, we believe that there is no conflict between 

this policy and our responsibilities as an ERISA fiduciary with respect to our ERISA clients.  

 

IMPORTANT DISCLOSURE 

Availability of this document and products and services provided by MacKay Shields LLC may be limited by applicable laws and regulations in certain 

jurisdictions and this document is provided only for persons to whom this document and the products and serv ices of MacKay Shields LLC may otherwise 

lawfully be issued or made available. None of the products and services provided by MacKay Shields LLC are offered to any per son in any jurisdiction where 

such offering would be contrary to local law or regulation. This document is provided for information purposes only. It does not constitute investment or tax 

advice and should not be construed as an offer to buy securities. The contents of this document have not been reviewed by any  regulatory authority in any 

jurisdiction.  

This material contains the opinions of certain professionals at MacKay Shields but not necessarily those of MacKay Shields LL C. The opinions expressed 

herein are subject to change without notice. This material is distributed for informational purposes only . Forecasts, estimates, and opinions contained herein 

should not be considered as investment advice or a recommendation of any particular security, strategy or investment product.  Information contained herein 

has been obtained from sources believed to be reliable, but not guaranteed. Any forward-looking statements speak only as of the date they are made and 

MacKay Shields assumes no duty and does not undertake to update forward-looking statements. No part of this document may be reproduced in any form, 

or referred to in any other publication, without express written permission of MacKay Shields LLC. ©2026, MacKay Shields LLC. All Rights Reserved.   

Information included herein should not be considered predicative of future transactions or commitments made by MacKay Shields  LLC nor as an indication 

of current or future profitability. There is no assurance investment objectives will be met.  Past performance is not indicative of future results. 

 

MacKay Shields LLC is a wholly owned subsidiary of New York Life Investment Management Holdings LLC, which is wholly owned by  New York Life Insurance 

Company. “New York Life Investment Management” is the brand name and service mark used to represent a group of affiliated investment a dvisors of New 

York Life Insurance Company, including New York Life Investment Management LLC, a registered investment advisor.  

 

NOTE TO JAPANESE AUDIENCE 

In Japan, this is issued by New York Life Investment Management Asia Limited (Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) 

No. 2964, Member of Japan Investment Advisers Association and Type 2 Financial Instruments Firms Associ ation) for institutional investors only. As costs 

and/or fees to be borne by investors vary depending on circumstances such as products, services, investment period and market  conditions, the total amount 

nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the principal 

amount invested. Investors should obtain and read the prospectus and/or information set forth in Article 37-3 of the Financial Instruments and Exchange Act 

carefully before making investment decisions. 

 

NOTE TO UK AND EUROPEAN AUDIENCE 

This document is intended only for the use of professional investors as defined in the Alternative Investment Fund Manager’s Directive and/or the UK Financial 

Conduct Authority’s Conduct of Business Sourcebook. To the extent this document has been issued i n the United Kingdom, it has been issued by NYL 

Investments UK LLP, 200 Aldersgate Street, London UK EC1A 4HD, which is authorised and regulated by the UK Financial Conduct Authority.  To the extent 

this document has been issued in the EEA, it has been issued by NYL Investments Europe Limited, 77 Sir John Rogerson's Quay, Block C Dublin D02 VK60 

Ireland. NYL Investments Europe Limited is authorized and regulated by the Central Bank of Ireland (i) to act as an alternati ve investment fund manager of 

alternative investment funds under the Alternative Investment Fund Managers Directive (Directive 2011/61/EU) and (ii) to provide the s ervices of individual 

portfolio management, investment advice and the receipt and transmission of orders as defined in Regulation 7 (4) of the AIFMD Regulations to persons who 

meet the definition of “professional client” as set out in the MiFID Regulations.  It has passported its license in additiona l countries in the EEA. 
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This document only describes capabilities of certain affiliates of New York Life Investments and/or MacKay Shields LLC.  No s uch affiliates will accept 

subscriptions in any funds not admitted to marketing in your country or provide services to potential customers in your country, including discretionary asset 

management services, except where it is licensed to do so or can rely on an applicable exemption.  

 

NOTE TO CANADIAN AUDIENCE 

The information in these materials is not an offer to sell securities or a solicitation of an offer to buy securities in any jurisdiction of Canada. In Canada, any 

offer or sale of securities or the provision of any advisory or investment fund manager serv ices will be made only in accordance with applicable Canadian 

securities laws. More specifically, any offer or sale of securities will be made in accordance with applicable exemptions to dealer and investment fund manager 

registration requirements, as well as under an exemption from the requirement to file a prospectus, and any advice given on securities will be made in reliance 

on applicable exemptions to adviser registration requirements. 

 


