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The contents of this document and related product/offering documents or information provided by the issuer(s) 
have not been reviewed by the Hong Kong Securities & Futures Commission (“SFC”), the Monetary Authority of 
Singapore (“MAS”) or any regulatory authority in Hong Kong or Singapore, and you are advised to exercise caution 
in relation to this document and related product/offering documents or information. If you are in doubt about any 
of the contents of this document and related product/offering documents or information, you should obtain 
independent professional advice. 

This document may involve complex bonds, which may involve derivatives and/or special features (such as loss 
absorption, perpetual, subordinated, discretionary coupons, exchangeable, contingent write-down, convertible, 
extendable maturity dates, with multiple credit support providers, etc.), and/or have generally subordinated 
status, and investors should exercise caution in relation to such products. In particular, please take note that 
bonds with loss absorption features are high risk and complex products, as the circumstances in which each such 
product may be required to bear losses are difficult to predict and ex ante assessments of the quantum of loss 
will also be highly uncertain. Do not invest in them unless you fully understand and are willing to assume the 
risks associated with them. Prior to entering into a transaction or investing in any product, investors should fully 
understand the terms, conditions and features of such product as well as the risks and merits of investing in such 
product, and consult their own legal, regulatory, tax, financial and account advisors before making the 
investment. Where past performance information is provided, such past performance is not indicative of future 
performance. If you are in any doubt about the risks involved in any product, you should seek appropriate 
professional advice. 

Where any products described herein may be authorized by the SFC, such authorization does not imply official 
recommendation or that SFC authorization is not a recommendation or endorsement of any product nor does it 
guarantee the commercial merits of any product or its performance. Notwithstanding other provisions in this 
document, products described herein may not be authorized by the SFC and may be offered in Hong Kong only to 
"professional investors" within the meaning of the Securities and Futures Ordinance (Cap. 571 of the Laws of 
Hong Kong) and any rules made thereunder. Products described herein may not be authorized by the MAS and 
may be offered in Singapore only to "accredited investors" within the meaning of the Securities and Futures Act, 
Chapter 289 of Singapore. Such products are generally not suitable for retail investors. 

Each product described herein is not equivalent and should not be treated as a substitute for a term deposit. It is 
not a protected deposit and is not protected or insured under the Deposit Protection Scheme in Hong Kong and 
the Deposit Insurance Scheme in Singapore. 

THIS DOCUMENT CANNOT DISCLOSE ALL POSSIBLE RISKS OF THE PRODUCTS. 

Terms may be defined differently under specific issues. Investors should read and understand the relevant 
brochures, as well as the termsheet, prospectus/issuance programme (available upon request) and all other 
offering documents (together, the "Documents"), in particular the risk factors, for further details. 

HEALTH WARNING 

JU 862 

INVESTMENT ALTERNATIVES  
TO HIGH RISK PRODUCTS 

Some bonds may carry a higher risk than the others. They may have one or more of the following 
characteristics: 
• below investment grades 
• long maturity 
•  perpetual 
• convertible  
• carry loss absorption features. 

Investors may consider shorter tenor and/or lower risk senior bonds of the same or similar credits as 
investment alternatives. 
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This product is not intended to be offered, sold or otherwise made available to and, should not be offered, sold or 
otherwise made available to any retail investor in the European Economic Area (“EEA”). For these purposes, a 
retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of 
Directive 2014/65/EU ("MiFID II"); (ii) a customer within the meaning of Directive 2002/92/EC (IMD), where that 
customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a 
qualified investor as defined in Directive 2003/71/EC (as amended including by Directive 2010/73/EU) and any 
relevant implementing measure in a relevant Member State of the EEA. Consequently no key information 
document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for offering or selling this product, 
or otherwise making this product available to retail investors in the EEA has been prepared and therefore offering 
or selling this product or otherwise making this product available to any retail investor in the EEA may be 
unlawful under the PRIIPs Regulation. 

SELLING RESTRICTIONS 
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Among traditional financial investments, bonds are often considered as  
a reassuring type of investment: regular coupon payments and principal  
repayment at a known date when the issuer does not default. 
 
However, the bond market is not an homogenous world. Governed by  
numerous factors, it offers its investors a wide variety of solutions  such 
as fixed-rate bonds, floating-rate bonds, subordinated bonds and  
inflation-linked bonds. 
 
Thus, the choice of a single line investment in bonds depends on many  
variables, such as the economic context, expectations for long-term  
reference yields and issuer quality. 

 
Bond Advisory team 
BNP Paribas Wealth Management 

An essential investment  
for private clients,  
offering regular and  
predictable income 
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For the investor 

A bond is a security representing a  
debt of the issuer. 
It can be likened to a loan for a defined  
duration in exchange for periodic  
interest relative to the bond’s duration  

and the issuer’s quality. 

A bond is a security representing a debt and giving the creditor  
(investor) the right to receive future financial flows (periodic 
interest and capital redemption at maturity). 

 
Investor 
Lender 

 
Issuer 

Borrower 

For the issuer 

Financing via bonds on the capital  
markets is a means of diversifying  its 
funding sources (cost sometimes  

lower than that of a bank loan, no  
negative effects on company shares  

contrary to a capital increase …). 

Debt 
 
 

Loan 

A bond’s financial flows 

The buyer of a bond benefits from a flow of  
regular coupons throughout the life of the  
security and receives his invested capital at  

maturity. The possibility of non-payment of  
coupons and non-redemption of the capital  

exists; this depends on how the issuer’s  
capacity to repay changes. 

Paid 
by the investor 

Received 
by the investor 

Coupon 1 Coupon 2 Coupon n-1 

Coupon n 
+ Capital 

Year 1 Year 2 Year n-1 Year n 

price 

Accrued 
coupon  

Purchase 
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WHAT IS A BOND? 



Issuer ▼ 

This is the entity issuing the bond. 

Coupon rate ▼ 
Used to calculate the interest (on  
the basis of the bond’s face value)  
received by the investor. 

It can be fixed or floating (pegged  
to inflation, to the 3-month  

interest rate …). Its frequency is  
variable (quarterly, half-yearly 
or  annual). 

Rating ▼ 
A rating corresponds to a level of  
credit risk assigned to the issuer  
by an independent credit rating  

agency (at the issuer’s request and  
expense). It evaluates the default  

probability. 

Issuer type ▼ 
Indicates the nature of the issuer: 
a State, a company, a bank, a  
supranational organization (IMF,  

EBRD …), etc. 

Maturity 1 ▼ 

Refers to the bond’s expiry date,  
the date on which the capital  
invested (principal) will be repaid  

(except in the case of issuer  
default). 

Price ▼ 

It is expressed as a percentage of  
the nominal, coupon excluded. 

Issue size ▼ 

Refers to the total amount  
borrowed by the issuer for this  
bond. 

Denomination ▼ 
Gives the minimum amount that  
can be purchased. 

Issue currency ▼ 

Main currencies used: USD, EUR,  
GBP, CHF, JPY, SEK, etc. 

Yield to maturity ▼ 

Corresponds to the rate of return  
of the bond, that is to say the  
expected profitability of the bond,  

calculated at maturity, taking into  
account its current price, the  

coupons and final repayment. 

Accrued coupon ▼ 

Corresponds to the coupon amount  
accrued since the last coupon  
payment. When a trade takes  

place on the secondary market,  
the buyer pays the seller the  

amount of the accrued coupon. 

Ranking ▼ 

Specifies the order of debt  
repayment should the issuer  
default: senior debt (repaid first),  

subordinated debt (repaid just  
before the shareholders, but with a 

low recovery rate). 

Some key features 
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1 Early termination: Please refer to the termsheet / product documentation on early termination features/clauses 
(if any).  



WHY AND HOW DO BOND  
PRICES AND YIELDS VARY? 

The yield of a bond can be broken down into two components: 
- the benchmark rate (AAA German sovereign yields in Euros,  

US Treasury yields in USD), 
-the credit spread (additional yield linked to the risk of the issuer  
concerned). 

The diagram on p.9 summarizes the factors influencing 
these  two elements. 

Some economic factors have a direct impact on benchmark  

yields. The two most influential factors are the economic  
cycle and inflation expectations. 

The credit spread is mainly influenced by the change in the  
issuer’s credIt rating (current and expected by the market),  
such rating depending on any change in the issuer’s  

fundamentals and the soundness of its financial structure. 
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Economic  
growth trend 

Change in risk  
aversion 

Inflation  
expectations 

Market  
expectations 

Monetary  
policies 
(Fed and ECB) 

Public deficit  
levels and  
trends 

Yield / price  
relationship  
The price of a  
fixed-rate bond  
increases when  
interest rates  
decrease and  
decreases when  
rates rise. 

Change in risk aversion 
Investor appetite for risky assets can change considerably depending on the  
macroeconomic and market situation 

Corporate and financial bonds generally offer  
a yield pick-up (credit spread) since the issuer  
risk (default risk) is higher. It is expressed in  
basis points. 

AAA sovereign issues 
Constitute the benchmark: very reduced 
rate of non-payment of coupons and of  
non-repayment of the nominal at maturity. 

Market expectations 
The market often anticipates changes in issuer quality more quickly than the  
credit rating agencies do 

Overall bond yield 

Bond credit  
spread 

Rate on a AAA  
government bond of  
equivalent duration and  
in the same currency 

Change  
in the 
bond price 

Change  
in the 
bond yield 

Change in the issuer’s financial profile 
Leverage, future cash flows, business nature and level,  
management, investment policy, dividend distribution policy,  
funding capacity … 

 
Change  
in rating 

Factors influencing the credit spread 

Factors influencing AAA government bond yields 
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The issuer’s rating 

 Before buying, investors must verify the risk level of the bond they intend to buy  
because coupon payment default, or even the non-repayment of the principal at  
maturity, is possible. 

The rating of the issuer (or of the issue itself  
in the case of subordinated debt) provides the  
investor with a first indicator to guide him in  

his choice. 

 Three main agencies assign credit ratings for issuers and issues: Standard  
& Poor’s (S&P), Moody’s and Fitch. Each credit rating agency does not  
necessarily give the same rating to the same issuer at a given moment in  
time. 

 Ratings fall into two categories: 
- Investment Grade: for issuers whose credit quality is sound (limited risk). 
- High Yield: for issuers whose repayment capacity is weak (high risk). 

 Ratings can be downgraded or upgraded throughout the life of the bond. 

 Not every bond is rated, but this is not necessarily an indication of bad quality. 

 In addition, the yield level of a bond is also a good risk indicator and is often  
more reliable than a rating since it is more responsive to market situations.  
Thus, a bond offering a higher yield will always be more risky, especially in a  

context of very low money market rates or AAA/AA Government yields. 

IMPORTANCE OF ISSUER QUALITY 

BBB+  
BBB  
BBB- 

Baa1  
Baa2  
Baa3 

High Yield 

BB+  
BB  
BB-  
B+   

B 

B-  
CCC+  
CCC  
CCC- 
CC 

C   

D 

Ba1  
Ba2  
Ba3  
B1  
B2  
B3 
Caa1  
Caa2  
Caa3  
Ca 
C   
D 

Scale of ratings 

S&P/Fitch Moody’s 

Investment  
Grade 

AAA  
AA+  
AA  
AA-  
A+  
A 

A- 

Aaa  
Aa1  
Aa2  
Aa3  
A1  
A2  
A3 
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The importance of a bond’s ranking 

The ranking of a bond indicates the priority of possible debt repayment should  an 
issuer default. Senior bonds take priority over so-called subordinated bonds,  and 
each bond has its own rating. So a subordinated bond has a rating several  
notches lower than a Senior bond and consequently will be riskier. An issuer can  
therefore issue bonds with different rankings. 

Rank Terminology Key features Example of ratings  
for the same issuer 

Senior debt Senior n   Maturity date known A+ 
n  No issuer call 
n  Coupons paid so long as there is no default 

Subordinated  
debt 

Tier 2 n   With or without a maturity date (perpetual) BBB 
n  With or without a call 
n  Coupons paid so long as there is no default 
n  Loss absorption clause 

Subordinated  
debt 
(Hybrid  
securities*) 

Tier 1 n  Perpetual, with an issuer call 
n  Coupon that becomes floating if the call is not exercised 
n  Coupons that might not be paid 
n  Loss absorption clause 

BB+ 

Additionnal Tier 1 n Perpetual, with an issuer call  
(AT1/Cocos) 

n If the call is not exercised, the coupon becomes floating 
n Coupons that might not be paid 
n Total or partial loss of the principal or conversion into shares  

if the capital ratio (CET1) falls below a defined threshold 

BB 

* Hybrid securities 

pre-defined price and well before  
the bond’s official maturity date.  
For perpetual bonds (with no  
maturity date) market practice is  
repayment at the first call date. If  
this were not the case, the bond  
price would fall and the coupon  
would become variable depending  
on the pre-defined conditions. 

Issuer call 
An issuer’s call is to be found in  
many bonds with a subordinated  
ranking as well as in some High  
Yield bonds with a Senior ranking.  
It enables the issuer to repay the  
bond in full on the call date, at a 

Tier 1 and AT1 bonds are hybrid securi-
ties, half-way between equities and bonds. 
With a rating several notches lower than 
that of the Senior debt of the same issuer, 
hybrids offer a higher yield but for a higher 
level of risk. 
  

Each issue prospectus defines the particu-
larities of these securities. In all cases, 
even without the issuer defaulting, it is 
possible that coupons may not  be paid. 
 
With hybrids, there is usually no date 
scheduled for repayment of the principal 

(or the date is extremely far off) but there 
is an issuer call, that may not be exer-
cised (risk of longer maturity for the bond 
holder). Finally, the principal may even be 
reduced in order to absorb possible losses 
in the case of an issuer’s net negative 
results. 
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WHY HOLD BONDS  
IN A PORTFOLIO? 

 To protect your capital if the bonds are held until maturity  
(and if the issuer does not default). 

 
 To ensure a regular revenue until maturity or until a  

possible call. 

 
 To benefit from a higher yield than on the money market. 

 
 To select an asset that is generally less volatile than  

equities (provided the issuer has a good quality rating). 

 
 To benefit from an asset class that is sought after when  

risk aversion increases (only valid when Investment Grade  

bonds have been chosen). 

 
 To seek capital gain and to sell before maturity (by playing  

interest rate trends or by anticipating improvements in  
the issuer’s fundamentals). 

 
 Some investors seeking higher returns turn to bonds in 

currencies other than their base currency. The yield  pick-
up results from local monetary policies and more  volatile 

economic fundamentals. Investors count on the local 
currency not depreciating at the end of their investment. 
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Please refer to risk factors or risk disclosures for further details. 



BUILDING YOUR BOND  
PORTFOLIO 

 

 

 

Generally, when a bond is issued, it  goes 

through a rapid phase of being  placed 
with institutional investors on the  

primary market (securities cannot yet be 
traded). The primary market phase is 
often short (half a day, a few hours).  

Afterwards these securities are quoted  
on the secondary market and can then be  

traded between investors. 

 
The characteristics of the bond being  

issued become available very gradually.  
Thus, an indicative coupon rate is  
announced when the collection of orders  

starts, but will be adjusted up or down  
depending on the final purchase volume  

requested by institutional investors. If the  
coupon is significantly higher than the  
first estimates, the issuer may cancel the  

operation. 

 
A reduction in final allocation is common  

when demand is high (the amount  
allocated to investors being lower than  

that requested). 

 
Bond issue placements may be public or  
private (public placements offer a more  

protective framework for the investor  
since they are more regulated: more  

detailed information on the issue and the  
issuer, more time to subscribe ...). 

What building plan to respect 

 Be selective in terms of sector, issuer, country, type of  
bond (fixed- or floating-rate) and ranking (senior or  
subordinated). 

 Choose the bond type depending on the expected 
scenario  for money market rate trends. For instance, 
prefer fixed-  rate bonds with a short maturity (or 

floating-rate bonds  whatever the maturity) if higher 
yields are expected. 

 Always diversify by spreading investments over several  
bonds. 

 Base your issuer selection on the analysis of the quality  
of issuers’ fundamentals (business, leverage, positioning  
on their market, generation of financial flows, 

investment  policy ...). 

 Limit the weighting of each line in the portfolio. Be aware 
of the overall risk level of your portfolio  (exposure to 
interest rate risk and to issuer risk). 
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From the primary market  
to  the secondary market 



WHAT FACTORS ENABLE A BOND  
TO BE SELECTED? 

Limited issuer risk 
 Choose an issuer that holds a leading position in 

its  sector and is monitored by credit analysts. 
 Prefer issuers benefiting from a favourable view as  

to the stability of or a possible improvement in 
their  rating. A downgrade in the rating usually 

causes a  decrease in the bond price, especially in 
the case of  a downgrading into the High Yield 
category. 

 An in-depth analysis is necessary for selecting 
High  Yield bonds because their more volatile 

financial  profiles lead to higher risks. 
Duration adapted to the forthcoming trends on  
interest rates 
 The yield to maturity of the bond must sufficiently  

offset the level of interest rate risk borne by the  
investor. A bond with a long maturity generally 

has  a higher yield and entails a higher level of 
risk. 

 The longer a bond’s maturity, the more sensitive  

its price will be to market interest rate changes.  
However, prices can vary in a way that is  

unfavourable for investors. In order to avoid 
having  to sell in a context that would generate 

capital  loss, the investor must be able – as soon 
as he buys  a bond – to see himself holding it until 
maturity.  Extra caution is needed with High Yield 

bonds since  visibility on any change in the 
issuer’s financial  profile may be low (6 months to 

1 year in some  contexts). 

Favourable carry 
Only accept to take a risk on bonds if the yield spread  
provided by the bond’s coupon rate is significant  
compared with the money market rate. 

Sufficient liquidity 
In general, “benchmark” size issues, more than or equal  
to 500 million euros or equivalent, are more liquid.  
However, in times of market uncertainty, liquidity on  

the bond market can be very low if not inexistent. 

A moderate minimum investment amount, allowing  
healthy diversification of your bond portfolio. 

Features that are appropriate for the investor’s risk  
profile (yield, issuer, technicality). 

Sufficiently attractive issue conditions given all the  
risks and comparable bonds already on the market  
(same duration, rating and currency). 
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Taking market yield changes into account 

Economists establish forecasts for short- and  
long-term yields, based largely on the economic  
scenario they are expecting (economic growth  
trend, future inflation, etc.). If long-term yields  
are expected to be significantly lower, then fixed-  
rate bonds with a long maturity must be chosen  
(and, in the opposite case, short-maturity bonds  
with high fixed-rate coupons, or even floating-  
rate coupons). 

Avoid investing in AAA bonds when their yield is  
too low, for instance, less than or equal to 2%.  
They will be rapidly penalized when long-term  
yields go back up. 

   

CRITERIA TO FAVOUR DEPENDING  
ON THE COMING YIELD TREND 

 
Type of duration  

and coupon to  

prefer depending on  

the yield scenario 

expected 

Coming trend  
on long-term  

yields 

 
Maturity 

 
Short Long 

 
Coupon 

Fixed-rate  
(high) or  

floating-rate 

 
Fixed-rate  

(low) 
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HOW TO INVEST IN BONDS 

There are different ways to invest in bonds: 

 Holding physical securities enables great precision  in 
the choice of sectors and issuers, but requires  
diversification and regular monitoring. 

 Bond funds offer management carried out by  
experienced managers as well as strict risk control  
and optimal diversification. This type of investment  
is wholly appropriate for investments in niche 
market  segments (emerging bonds, High Yield bonds 
...) or  in more technical bonds (such as bonds 
pegged to  inflation or convertible bonds). 

 Management mandates also enable bond 
management  to be delegated to experts in this type 
of product,  whilst being adaptable to the individual 
needs of each  private investor. 

 Structured investments offer a wide range of 
solutions  satisfying numerous risk/return profiles. 
For instance,  they enable access to bond baskets. 
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RISK DISCLOSURES 

Investors should note that investment involves risks. The risk considerations and disclaimers in relation to 
bonds as set out below are not intended to be exhaustive. Investors should refer to the relevant offering 
documents/prospectus for details and product features, in particular the risk facts. 

Credit risk 
Investments in debt and debt-related securities are exposed to credit risk. Credit risk is the risk of default on a 
debt that a borrower (bond issuer) fails to meet its obligations (pay principal and/or interest on redemption 
date). The issuer’s credit quality and security values may be adversely affected by factors which include, but are 
not limited to, changes in economic and political conditions or the issuer’s (and/or the guarantor’s) financial 
conditions. It should also be noted that credit ratings assigned by credit rating agencies do not guarantee the 
creditworthiness of the issuer. 
 

Credit ratings 
Investors should review the issuer’s credit ratings including ratings assigned by two of the major credit rating 
agencies (Moody’s and S&P), if available. These ratings broadly gauge perceptions of the issuer’s 
creditworthiness and its ability to meet its financial obligations, in response to which the product’s value 
fluctuates. However, such ratings are only the opinions of the rating agencies and are not absolute guarantees 
as to credit quality. Such ratings may be subject to revision, suspension or withdrawal at any time and from 
time to time by the assigning rating agencies, which would have a negative consequential impact on the price of 
the bonds in the market. The value of a bond is likely to decline in the case of a downgrade of the issuer’s credit 
rating(s). In any event, investors must make their own independent determination of the suitability of the 
investment. 
 

Country risk 
Political developments, changes in government policies, taxation, restrictions on foreign investments and other 
developments in the laws and regulations of the country of issuance can affect the price and liquidity of an 
issue. Major political instability can result in events such as civil war or a shutdown in industry. International 
debt (emerging market or non-emerging market) extends over one or many countries, and there are economic 
and political considerations affecting the decision to purchase these bonds securities (e.g., exchange rates, 
devaluation of currency, inflation, restrictive or changes to monetary policy, and interest rates of a specific 
country). In addition, since the issuer or its related companies may be domiciled or does business in a foreign 
country, legal remedies to investors, in the event of default, are or could be significantly restricted. Emerging 
market bonds may be exposed to a higher risk of political, economic and regulatory changes. Such products may 
be more volatile and less liquid than those issued by non-emerging market borrowers.  
 

Interest rate risk 
Bonds are more susceptible to fluctuations in interest rates and generally prices of bonds will fall when interest 
rates rise. Changes in interest rates will impact the performance of the investors’ investments. As long term 
interest rates rise, the capital value will likely to decrease. In general, securities with longer maturities and 
higher interest rate sensitivity involve higher degree of risk. 
 

Currency risk 
Bonds are offered in a variety of currencies. Some of these currencies may not be freely convertible. Currency 
repatriation or wide fluctuations in the value of the currency may impact liquidity or cause severe price 
movements in the value of the debt security. Generally, fluctuations in exchange rates may have an adverse 
impact on investment return on bonds.  
 

Price transparency 
Unlike other listed securities, bonds are primarily traded over-the-counter (OTC) in a dealer to dealer market, 
making price discovery (i.e. transparency) relatively challenging.  

Full principal is at risk 
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Secondary market and liquidity risk 
Some investments may not have active secondary markets. Investors should be prepared to invest in bonds until 
maturity as it may be difficult or impossible to sell these investments before maturity. Even where the bonds are 
listed, there is no assurance that an active trading market can be developed or sustained.  An illiquid market for 
bonds may have an adverse impact on the price. Investors should be willing to expect that the bond market may 
be highly illiquid for an indefinite period. Unwinding of unlisted investment products before maturity can be 
expensive and may result in significant loss before maturity. 
 

Mark-to-market risk 
The market value of a bond is expected to fluctuate significantly according to various factors including but not 
limited to the financial, political, economic and other events as well as level of the performance of the issuer, 
interest rates and time remaining to maturity. Investors seeking to sell the bond prior to maturity may be 
subject to the prevailing market value which may be substantially less than the original purchase price. 
 

Bonds callable by the issuer 

Callable bonds are callable and investors face reinvestment risk when the issuer exercises its right to redeem 
the bond before it matures. 
 
Bonds with discretionary coupons, variable / deferred interest payment terms or extendable maturity dates 
Some bonds have discretionary coupons, variable and/or deferral of interest payment terms. For any such 
bonds, investors would face uncertainty over the amount and time of the interest payments to be received, or 
investors may not receive any coupons. 
Some bonds have an extendable maturity date and investors would not have a definite schedule of principal 
repayment. 
 

Subordinated bonds 
Investors should pay attention to the credit information in relation to the bond and the implications of its 
“subordinated” nature. Investors should note that holders of subordinated bonds will bear higher risks than 
holders of senior bonds of the issuer due to a lower priority of claim in the event of the issuer’s liquidation. 
 

Bonds with multiple credit support providers and structures 
Bonds with special feature “multiple credit support providers and structures” cover structures such as a bond 
having multiple guarantors. Such bonds are considered as complex products given that some of these bonds 
may have multiple credit support providers with no material operations, or may involve complex structures 
which subordinate the bondholders’ rights to those of the multiple credit support providers.  
 

Risks of investing in high-yield bonds 
High yield bonds are sub-investment grade bonds or non-rated bonds. High yield bonds are issued by 
companies which might have a greater risk of default on interest and/or principal payments. Investors are 
subject to the generic risks of investing in bonds and also subject to the following risks: 
Higher credit risks –high yield bonds are typically rated below investment grade or are unrated and as such are 
often subject to a higher risk of issuer default. 
Vulnerability to economic cycles – during economic downturns such bonds typically fall more in value than 
investment grade bonds as investors become more risk averse and default risk rises. 
Investors should understand that high-yield bonds are generally of higher risk than investment-grade bonds 
and hence generally have a higher risk of default and higher price volatility.  
 

Perpetual bonds 
Investors should note that perpetual bonds do not have a maturity date, and the coupon payments may be 
deferred or even suspended subject to the terms and conditions of the issue. Furthermore, as perpetual bonds 
are often callable and / or subordinated, investors should note the reinvestment risk, and / or a lower priority of 
claims (e.g. on liquidation of the issuer), as the case may be. 
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Financial bonds (bonds related to the financial sector) 
When investing in financial bonds with convertible or exchangeable features, such investments will be subject 
to both equity and bond investment risk. Bonds that have contingent write down or loss absorption features may 
be written-off fully or partially or converted to common stock on the occurrence of a trigger event. Some 
financial bonds (including subordinated or even senior bonds), though are not classified by the market as 
Contingent Convertibles (Cocos) with explicit capital trigger for loss absorption, may also have loss absorption 
features, including (1) those with contractual loss absorption at point of non-viability (PONV), (2) those in 
countries with statutory bail-in, and/or (3) those in countries that are likely to have statutory bail-in before the 
maturities of these bonds. Holders of subordinated debentures will bear higher risks than holders of senior 
debentures of the issuer due to a lower priority of claim in the event of the issuer’s liquidation. 
 

Contingent convertible (1) or bail-in (2) bonds 
Given contingent convertible and bail-in bonds are hybrid debt-equity instruments that may be written off or 
converted to common stock on the occurrence of a trigger event, investors should note the product nature, the 
trigger events, and implications of any trigger to the investors. 
(1) “Contingent convertible bonds” refer to bonds that contain a clause requiring them to be written off or 
converted to common stock on the occurrence of a trigger event. These bonds generally absorb losses while the 
issuer remains a going concern (i.e. in advance of the point of non-viability). (2) “Bail-in” generally refers to (a) 
contractual mechanisms (i.e. contractual bail-in) under which bonds contain a clause requiring them to be 
written off or converted to common stock on the occurrence of a trigger event, or (b) statutory mechanisms (i.e. 
statutory bail-in) whereby a national resolution authority writes down or converts bonds under specified 
conditions to common stock. Bail-in bonds generally absorb losses at the point of non-viability. Investors should 
note that investment in these bonds will be subject to both equity and bond investment risk and also the risk of 
partial write down or full written off 
 

Sovereign debt risk 
When investing in sovereign debts, the investors should note that sovereign debt issued by governments of 
certain developing countries or their agencies and instrumentalities (“government entities”) is a riskier 
investment than sovereign debt issued by governments of developed countries. 
The stability of the issuing government is an important factor to consider as they may not be able or willing to 
repay the principal and/or interest. Key factors affecting the governmental entity’s possibility or willingness to 
repay the principal and interest include, but are not limited to, its variance of cash flow, debt service ratio, 
foreign reserves, the probability of sufficiently foreign exchange on payment day and the political risk. 
A governmental entity will be requested to conduct sovereign debt restructuring and to extend further loans if it 
cannot meet its debt obligations. 
 

Risk of Inflation-linked bonds 
When investing in inflation-linked bonds, such investments are subject to deflation risk. The capital value of 
inflation linked bonds tends to be lower than other bond categories during deflationary periods. In addition, the 
full principal invested may not be returned at maturity for inflation-linked bonds during times of deflation. 
Lastly, inflation-linked bonds are generally less liquid than traditional bonds as they are primarily bought by 
buy-and-hold investors. 
 

Conflicts of interest 
Various potential and actual conflicts of interest may arise from the overall investment activities or the roles of 
the parties involved in any investment product or transaction, their investment professionals and/or their 
affiliates. In particular, the counterparty / issuer / provider or its related entities or affiliates can offer or manage 
other investments which interests may be different to the interest of your investments in that investment 
product or transaction; or for cases where the product counterparty or issuer is BNP Paribas or its related entity 
or affiliate, BNP Paribas may also act as distributor, guarantor, calculation agent and/or arranger of the same 
product. 
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DISCLAIMER 
This document is provided in Singapore by BNP Paribas, acting through its Singapore branch, and in Hong Kong by BNP 
Paribas, acting through its Hong Kong branch.  BNP Paribas, acting through its Hong Kong branch is a licensed bank 
regulated by the Hong Kong Monetary Authority, a Registered Institution under the Securities and Futures Ordinance of Hong 
Kong (Cap. 571), and registered with the Securities and Futures Commission (SFC) to carry on Types 1, 4, 6 and 9 regulated 
activities in Hong Kong (SFC CE Reference: AAF564). BNP Paribas, acting through its Singapore branch, is a licensed bank 
regulated by the Monetary Authority of Singapore. BNP Paribas Wealth Management is the business line name for the 
Wealth Management activity conducted by BNP Paribas. 
  
This document is produced for general information only and should not be used as reference for entering into any specific 
transaction, and the information and opinions contained herein should not be relied upon as authoritative or taken in 
substitution for the exercise of judgment by any recipient or the seeking of independent professional advice (such as 
financial, legal, accounting, tax or other advice) by any recipient. This document is not intended to be an offer or a 
solicitation to buy or to sell or to enter into any transaction. In addition, this document and its contents is not intended to be 
an advertisement, inducement or representation of any kind or form whatsoever. BNP Paribas reserves the right (but is not 
obliged) to vary the information in this document at any time without notice and, save to the extent provided otherwise in 
Clause 6.5 of the Terms and Conditions applicable to your account, BNP Paribas shall not be responsible for any 
consequences arising from such variation.  
  
The terms set forth herein are intended for discussion purposes only and are subject to the final expression of the terms of 
the transaction, if the investor decides to proceed with the transaction. The final terms of the transaction will be set forth in 
the final term sheet, any applicable agreement and/or confirmation. Please also refer to the disclosure and other important 
information concerning our fees, charges and/or commissions as set out in the Fee Schedule.  
  
Although the information and opinions provided herein may have been obtained or derived from published or unpublished 
sources considered to be reliable and while all reasonable care has been taken in the preparation of this document, BNP 
Paribas does not make any representation or warranty, express or implied, as to its accuracy or completeness and, save to 
the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, BNP Paribas shall not 
be responsible for any inaccuracy, error or omission. All analysis, estimates and opinions contained in this document 
constitute BNP Paribas’ own judgments as of the date of this document, and such expressions of opinion are subject to 
change without notice. Information provided herein may contain forward-looking statements. The words "believe", "expect", 
anticipate", "project", "estimate", "predict", "is confident", "has confidence" and similar expressions are also intended to 
identify forward-looking statements. These forward-looking statements are not historical facts but based on the current 
beliefs, assumptions, expectations, estimates, and projections of BNP Paribas in light of the information presently available, 
and involve both known and unknown risks and uncertainties. These forward-looking statements are not guarantees of 
future performance and are subject to risks, uncertainties and other factors, some of which are beyond control and are 
difficult to predict. Consequently, actual results could differ materially from those expressed, implied or forecasted in these 
forward looking statements. Investors should form their own independent judgment on any forward-looking statements and 
seek their own advice from professional advisers to understand such forward-looking statements. BNP Paribas does not 
undertake to update these forward looking statements.  Where investors take into account any theoretical historical 
information regarding the performance of the product/investment, investors should bear in mind that any reference to past 
performance should not be taken as an indication of future performance. BNP Paribas is not giving any warranties, 
guarantee or representation as to the expected or projected success, profitability, return, performance, result, effect, 
consequence or benefit of any investment/ transaction. Save to the extent provided otherwise in Clause 6.5 of the Terms and 
Conditions applicable to your account, no BNP Paribas group company or entity therefore accepts any liability whatsoever 
for any loss arising, whether direct or indirect, from the use of or reliance on this document or any part of the information 
provided.  
  
Structured transactions are complex and may involve a high risk of loss including possible loss of the principal invested. If 
any product mentioned in this document is a structured product which involves derivatives, do not invest in it unless you 
fully understand and are willing to assume the risks associated with it.  If you are in any doubt about the risks involved in 
any product/transaction, you should seek independent professional advice. 
  
Prior to entering into any transaction, each investor/subscriber should fully understand the terms, conditions and features of 
the product/investment as well as the risks and merits of entering into any transaction/investment, and consult with their 
own legal, regulatory, tax, financial and accounting advisors before making the investment. Investors/subscribers should 
fully understand the features of the investment, be financially able to bear a loss of their investment and be willing to 
accept such risk. Save as otherwise expressly agreed in writing, (a) where BNP Paribas does not solicit the sale of or 
recommend any financial product to the investor/subscriber, BNP Paribas is not acting as financial adviser of the 
investor/subscriber in any transaction, and (b) in all cases, BNP Paribas is not acting as fiduciary of the investor/subscriber 
with respect to any transaction.  
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BNP Paribas and/or persons associated or connected with it may effect or have effected a transaction for their own account 
in a product/an investment described in this document or any related product before or after this document is published. On 
the date of this document, BNP Paribas and/or persons associated or connected with it and their respective directors and/or 
representatives and/or employees may take proprietary positions and may have a long or short position or other interests or 
make a market in a product mentioned in this document, or in derivative instruments based thereon, and may purchase 
and/or sell the investment(s) at any time in the open market or otherwise, whether as principal or as agent or as market 
maker. Additionally, BNP Paribas and/or persons associated or connected with it may have within the previous twelve 
months acted as an investment banker or may have provided significant advice or investment services to the companies or 
in relation to a product mentioned in this document.  
  
This document is confidential and intended solely for the use of BNP Paribas and its affiliates, their respective directors, 
officers and/or employees and the persons to whom this document has been delivered. It may not be distributed, published, 
reproduced or disclosed by any recipient to any other person, nor may it be quoted or referred to in any document, without 
the prior written consent of BNP Paribas.  
  
Hong Kong: This document is distributed in Hong Kong by BNP Paribas, acting through its Hong Kong branch only to 
Professional Investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 
571). The products or transactions described in this document may not be authorised in Hong Kong and may not be 
available to Hong Kong investors.  
  
Singapore: This document is distributed in Singapore by BNP Paribas, acting through its Singapore branch only to Accredited 
Investors within the meaning of the Securities and Futures Act, Chapter 289 of Singapore only and is not intended for 
investors in Singapore who are not such Accredited Investors and should not be passed on to any such persons. Some 
products or transactions described in this document may not be authorised in Singapore and may not be available to 
Singapore investors.  
  
Save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, information in 
this document is for general circulation to the intended recipients only and is not intended to be a recommendation or 
investment advice to recipients hereof. A recipient of this document should seek advice from its/his own professional adviser 
regarding the suitability of the products or transactions (taking into account the recipient's specific investment objectives, 
financial situation and particular needs) as well as the risks involved in such products or transactions before a commitment 
to purchase or enter into any product or transaction is made. 
  
Please note that this document may relate to a product or products where BNP Paribas is issuer, and in such instance this 
document or certain information contained therein may have been prepared by BNP Paribas in its capacity as product issuer 
(“Issuer Document”). Where an Issuer Document is provided to you by BNP Paribas, acting through its Hong Kong branch or 
BNP Paribas, acting through its Singapore branch in its capacity as distributor, it shall also be subject to Clause 6.5 of BNP 
Paribas Wealth Management’s prevailing Terms and Conditions applicable to your accounts (“T&Cs”). To the extent that 
there are any inconsistency between the terms of an Issuer Document and Clause 6.5 of the T&Cs, the latter shall prevail. 
  
Generally, please take note that various potential and actual conflicts of interest may arise from the overall investment 
activities or the roles of the parties involved in any investment product or transaction, their investment professionals and/or 
their affiliates. In particular, the counterparty / issuer / provider or its related entities or affiliates can offer or manage other 
investments which interests may be different to the interest of your investments in that investment product or transaction; 
or for cases where the product counterparty or issuer is BNP Paribas or its related entity or affiliate, BNP Paribas may also 
act as distributor, guarantor, calculation agent and/or arranger of the same product. 
  
By accepting this document you agree to be bound by the foregoing limitations.  
  
In case there is a Chinese version of this document and there is any discrepancy between the English and Chinese versions, 
the English version shall prevail. 
  
© BNP Paribas (2019). All rights reserved.  

DISCLAIMER (CONTINUED) 
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DISCOVER OUR SOLUTIONS AND CONTACT YOUR PRIVATE BANKER: BNP Paribas 
Wealth Management 

@BNPP_Wealth 

https://wealthmanagement.bnpparibas/asia/en.html 

BNP Paribas Wealth Management 
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