
 
 

WisdomTree Launches World’s First CoCo Bond ETF  
First ETF globally to provide access and exposure to AT1 Contingent Convertible Bond 

Market, worth over $170 billion1in Europe 

AT1 CoCos provide investors attractive yields relative to other segments  

of the bond market 

 
London, 7 June 2018: WisdomTree, the exchange traded fund ("ETF") and exchange traded product 

("ETP") sponsor, today announced the launch of the WisdomTree AT1 CoCo Bond UCITS ETF (“the 

fund”), on Borsa Italiana, the product is already listed on the London Stock Exchange and Deutsche Börse 

Xetra. 

 

This is the first ETF globally to provide investors with access to the Additional Tier 1 (AT1) Contingent 

Convertible (CoCo) bond market, which is worth over $170 billion in Europe. The fund offers professional 

investors the opportunity to earn potentially higher yields than investing in senior bank debt, and the 

opportunity to achieve portfolio diversification and possibly mitigate their fixed income portfolio’s exposure 

to rising interest rates. 

 

CoCos are a form of hybrid debt that are intended to convert into equity or have their principal written 

down to absorb the issuer’s capital losses upon the occurrence of certain triggers, such as the issuer 

falling below a specified liquidity ratio. The fund seeks to track the iBoxx Contingent Convertible Liquid 

Developed Europe AT1 index which invests in CoCo bonds issued by financial institutions from 

developed European countries.   

 

Rafi Aviav, WisdomTree Head of Product Development in Europe, said, “We are thrilled to launch the 

world’s first ETF that offers access to the CoCo bond market. This is a major development for investors 

globally who can now, for the first time, gain diversified exposure in a UCITS structure to the AT1 CoCo 

market with the ease and efficiency of trading an ETF.” 

 

“We believe this new solution answers pressing investor demand, and the new fund will be well received 

by the professional investment community. The developed Europe AT1 CoCo market offers attractive 

yields (currently at 5.1%2) and could also potentially serve as a diversifier for bond portfolios in a rising rate 

environment. We see the current market environment as supportive for AT1 CoCo valuation, particularly 

considering AT1 CoCo yields today relative to other segments of the bond market, reinforced capital 

positions for European banks, the potential for rising interest rates and for Basel IV to further strengthen 

banks’ balance sheets,” he added.  

 

Christopher Gannatti, WisdomTree Head of Research in Europe said, “Fixed income investors seeking 

higher-income products may wish to consider an allocation to AT1 CoCos. We believe this ETF presents an 

exciting addition to investor’s income-generating tool-kits, as it allows for access to this asset class in a 

diversified way. Investors can also choose the size of their investment ranging from smaller trades to 

institutional-sized allocations. 

 

“In the current rising interest rate environment, European financials should benefit, with banks potentially 

                                                      
1 Sources: iBoxx & Bloomberg, with data as of 28 Feb. 2018.  
2 Sources: Markit & WisdomTree. Figure represents the Yield-to-worst for the index as of 27 Apr. 2018 



 
 

seeing greater earnings. When thinking of AT1 CoCos, the primary consideration is on the fundamental 

strength of the banks that are issuing these securities—anything that positively impacts these institutions 

has the potential to positively impact this asset class.  Over the available history, investing in AT1 CoCos has 

outperformed European Bank Corporates by 4.3% and European Bank Equities by 6.4%3. As we continue 

to see signals of strength within this sector—such as the release of the Bank of England Stress Test Results 

in December of 2017—we may continue to see strong performance for this asset class,” he said. 

 

CoCos may have unique equity conversion, principal write-down or coupon cancellation features which are 

tailored to the issuing banking institution and its regulatory requirements. In the case such triggers or 

features are invoked, investors may lose some or all of their original investment. It might further be difficult 

to anticipate the trigger events that would require the debt to convert into equity or the write down to 

zero of principal investment and/or accrued interest. As CoCos are relatively new complex investments, 

their behaviour, including their liquidity, under a stressed financial environment is thus unknown. Investors 

in CoCos may experience a reduced income rate and principal loss is possible. 

 

Product Information 

Listing Name Exchange 
Trading 

Ccy 

Exchange 

Code 
TER ISIN 

WisdomTree AT1 CoCo 

Bond UCITS ETF - USD 
LSE USD CCBO 0.50% IE00BZ0XVF52 

WisdomTree AT1 CoCo 

Bond UCITS ETF – USD Acc 
LSE USD COCB 0.50% IE00BZ0XVG69 

 

AT1 CoCo Bonds: An AT1 CoCo bond has several features which are bond-like and equity-like. Similar to bonds, 

AT1 CoCos pay a coupon, whilst similar to equity dividends, the coupon of an AT1 CoCo is made on a 

discretionary basis.  

 

Trigger and Loss Absorption Mechanism: When a trigger level is breached, this causes a loss absorption 

mechanism to be activated. There are two types of triggers; mechanical (relating to a specific capital threshold) 

or discretionary (due to regulatory decision) and two types of loss absorption mechanisms; Conversion to 

Equity or a Principal write down. If an AT1 is converted, it would trade like equities on the downside. 

 

Floating rate back-end rates: Although AT1s are perpetual, they are callable after five years. AT1s have a fixed-

to-float coupon structure. After the first call date, AT1 coupons become floating and adjust higher if interest 

rates were to rise. The floating-rate back-end effectively limits the asset class’s sensitivity to interest rates. 

 

iBoxx Index rules: Investing in AT1 bonds only in European developed markets, denominated in USD, EUR and 

GBP. Liquidity screening in place and max issuer weight is capped at 7.5% 

 

- ENDS - 

For additional information contact: Sofie Zetterlund, Fogel & Partners 

0046 70 570 0997 sofie.zetterlund@fogelpartners.se  

                                                      
3 Source: Bloomberg, with period from 31 Dec. 2013 to 31 Jan. 2018. The ICE BAML Euro Banking Index is used 
for the return of European bank corporate bonds. The STOXX Europe 600 Banks Index is used for the return of 
European bank equities. Returns are in U.S. dollar terms.  
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Notes to Editors 

About WisdomTree Europe Ltd. 

WisdomTree Investments, Inc., through its subsidiaries in the US, Europe and Japan (collectively, 

"WisdomTree"), is an exchange traded fund ("ETF") and exchange traded product ("ETP") sponsor. 

WisdomTree offers products covering equities, fixed income, currencies, commodities and alternative 

strategies. Through WisdomTree Europe Ltd, it sponsors WisdomTree UCITS ETFs and Boost short and 

leverage ETPs. WisdomTree currently has approximately $64.1 billion (as of 11 May 2018) in assets 

under management globally. For more information, please visit www.wisdomtree.com. 

WisdomTree® is the marketing name for WisdomTree Investments, Inc. and its subsidiaries 

worldwide. 

 
DISCLAIMER 

The content on this document is issued by WisdomTree Europe Ltd (“WTE”) an appointed representative of 

Mirabella Advisers LLP, which is authorised and regulated by the Financial Conduct Authority (“FCA”). View our 

Conflicts of Interest Policy and Inventory at www.wisdomtree.eu/cofi.  

For professional clients only. CoCos are complex securities and potential investors should not discount 

tail risk and the possibility of conversion. CoCos coupon payments are fully discretionary. Past 

performance is not a reliable indicator of future performance. Any historical performance included on 

this document may be based on back testing. Back testing is the process of evaluating an investment 

strategy by applying it to historical data to simulate what the performance of such strategy would have 

been. Back tested performance is purely hypothetical and is provided on this document solely for 

informational purposes. Back tested data does not represent actual performance and should not be 

interpreted as an indication of actual or future performance. The value of the Shares may be affected 

by exchange rate movements. Any decision to invest should be based on the information contained in 

the WT Prospectus or Boost Prospectus and after seeking independent investment, tax and legal advice. 

These products may not be available in your market or suitable for you. The content on this document 

does not constitute investment advice nor an offer for sale nor a solicitation of an offer to buy Shares.  

An investment in ETPs is dependent on the performance of the underlying index, less costs, but it is not 

expected to match that performance precisely. ETPs involve numerous risks including among others, general 

market risks relating to the relevant underlying index, credit risks on the provider of index swaps utilised in the 

ETP, exchange rate risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks. 

The information contained on this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public offering of shares in the United States or any 

province or territory thereof, where none of the Issuer or the Shares are authorised or registered for 

distribution and where no prospectus of the Issuer has been filed with any securities commission or regulatory 

authority. No document or information on this document should be taken, transmitted or distributed (directly 

or indirectly) into the United States. Neither the Issuer nor any securities issued by it have been or will be 

registered under the United States Securities Act of 1933 or the Investment Company Act of 1940 or qualified 

under any applicable state securities statutes. 

The products discussed on this document are issued by either WisdomTree Issuer PLC (“WT Issuer”) or Boost 

Issuer (each of them separately, the “Issuer”).  



 
 
This press release may contain forward looking statements including statements regarding our belief or current 

expectations with regards to the performance of certain assets classes and/or sectors. Forward looking 

statements are subject to certain risks, uncertainties and assumptions. There can be no assurance that such 

statements will be accurate and actual results could differ materially from those anticipated in such statements. 

Therefore, readers are cautioned not to place undue reliance on these forward-looking statements. 

WisdomTree Issuer PLC 

WisdomTree Issuer PLC is an umbrella investment company with variable capital having segregated liability 

between its funds organised under the laws of Ireland as a public limited company and authorised by the 

Central Bank of Ireland (“CBI”). WT Issuer is organised as an Undertaking for Collective Investment in 

Transferable Securities (“UCITS”) under the laws of Ireland and shall issue a separate class of shares ("Shares”) 

representing each fund. Investors should read the prospectus of WT Issuer (“WT Prospectus”) before investing 

and should refer to the section of the WT Prospectus entitled ‘Risk Factors’ for further details of risks associated 

with an investment in the Shares.  

The iBoxx Contingent Convertible Liquid Developed Europe AT1 Index (the “Index”) referenced herein is the 

property of the Markit Indices Limited (“Index Sponsor”) and has been licensed for use in connection with 

WisdomTree Europe AT1 Contingent Convertible UCITS ETF. Each party acknowledges and agrees that 

WisdomTree Europe AT1 Contingent Convertible UCITS ETF is not sponsored, endorsed or promoted by the 

Index Sponsor.  The Index Sponsor make no representation whatsoever, whether express or implied, and hereby 

expressly disclaim all warranties (including, without limitation, those of merchantability or fitness for a particular 

purpose or use), with respect to the Index or any data included therein or relating thereto, and in particular 

disclaim any warranty either as to the quality, accuracy and/or completeness of the Index or any data included 

therein, the results obtained from the use of the Index and/or the composition of the Index at any particular 

time on any particular date or otherwise and/or the creditworthiness of any entity, or the likelihood of the 

occurrence of a credit event or similar event (however defined) with respect to an obligation, in the Index at any 

particular time on any particular date or otherwise.  The Index Sponsor shall not be liable (whether in negligence 

or otherwise) to the parties or any other person for any error in the Index, and the Index Sponsor is under no 

obligation to advise the parties or any person of any error therein.   

The Index Sponsor makes no representation whatsoever, whether express or implied, as to the advisability of 

purchasing or selling WisdomTree Europe AT1 Contingent Convertible UCITS ETF, the ability of the Index to track 

relevant markets’ performances, or otherwise relating to the Index or any transaction or product with respect 

thereto, or of assuming any risks in connection therewith. The Index Sponsor has no obligation to take the 

needs of any party into consideration in determining, composing or calculating the Index. No party purchasing 

or selling WisdomTree Europe AT1 Contingent Convertible UCITS ETF, nor the Index Sponsor, shall have any 

liability to any party for any act or failure to act by the Index Sponsor in connection with the determination, 

adjustment, calculation or maintenance of the Index.  The Index Sponsor and its affiliates may deal in any 

obligations that compose the Index, and may, where permitted, accept deposits from, make loans or otherwise 

extend credit to, and generally engage in any kind of commercial or investment banking or other business with 

the issuers of such obligations or their affiliates, and may act with respect to such business as if the Index did 

not exist, regardless of whether such action might adversely affect the Index or WisdomTree Europe AT1 

Contingent Convertible UCITS ETF. 

Neither Markit, its Affiliates or any third-party data provider makes any warranty, express or implied, as to the 

accuracy, completeness or timeliness of the data contained herewith nor as to the results to be obtained by 

recipients of the data.  Neither Markit, its Affiliates nor any data provider shall in any way be liable to any 

recipient of the data for any inaccuracies, errors or omissions in the Markit data, regardless of cause, or for any 

damages (whether direct or indirect) resulting therefrom. 

Markit has no obligation to update, modify or amend the data or to otherwise notify a recipient thereof in the 

event that any matter stated herein changes or subsequently becomes inaccurate.  



 
 
Without limiting the foregoing, Markit, its Affiliates, or any third party data provider shall have no liability 

whatsoever to you, whether in contract (including under an indemnity), in tort (including negligence), under a 

warranty, under statute or otherwise, in respect of any loss or damage suffered by you as a result of or in 

connection with any opinions, recommendations, forecasts, judgments, or any other conclusions, or any course 

of action determined, by you or any third party, whether or not based on the content, information or materials 

contained herein. 


	WisdomTree Launches World’s First CoCo Bond ETF

