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HEDGING HIGH YIELD

SPREAD HEDGE 

Hedging a High Yield (HY) portfolio* against a spread widening

Markit CDX North America High Yield Index
(composed of 100 non-grade entities, distributed among 2 sub-indices: B, BB)

Using a Put Warrant (buy) on the index

• Nominal: USD 6mio
• Underlysing: CDX HY CDSI S31
• Maturity: 17.04.2018

• Ind. Premium: 3.14%

This index is composed by CDS that could not be directly
compared to the analyzed/base portfolio (see attached the index
distribution and the related portfolio). Thus the hedge would not
be perfect.

The capital amount used to hedge the portfolio would be:

USD 6.0 mio * 3.14% = USD 188’400.-

* Base portfolio: USD 6mio with HY corporate bonds (see here
repartition)

Portfolio example: diversified across the HY segment

Markit US CDX High Yield Index breakdown



HEDGING HIGH YIELD

SPREAD & INTEREST RATE HEDGES 

Hedging a High Yield (HY) portfolio* against a spread widening and interest rate hikes

ETF iShares iBoxx High Yield Corporate Bond ETF
(Seeks to track the investment results of an index composed of USD High
Yield corporate bonds)

Using a Put Warrant (buy) on the ETF

• Nominal: USD 6mio
• Underlysing: CDX HY CDSI S31
• Maturity: 6 months

• Ind. Premium: 5.95%

The ETF is a basket of securities thus exposed also to interest
rate adverse movements that the put warrant would also
capture. The credit rating is more consistent with the current
portfolio example, thus providing a more adapted hedge agains
spread widening and interest rate hikes. Still the hedge would
not be perfect.

The capital amount used to hedge the portfolio would be:

USD 6.0 mio * 5.95% = USD 357’000.-

* Base portfolio: USD 6mio with HY corporate bonds (see here
repartition)

Portfolio example: diversified across the HY segment

ETF iShares iBoxx HY



DISCLAIMER

This publication is intended for information purposes only, should not be construed as an offer or recommendation or solicitation for sale, purchase
or engagement in any other transaction and shall be distributed to financial professionals, qualified or well informed investors and/or institutional
investors as defined below. All material is provided without express or implied warranties or representations of any kind and no liability is accepted.
Opinions and comments therefore reflect current views of the author, but not necessarily the ones of Mount-Invest SA or partners entities and are
subject to change without notice.

Other Mount-Invest SA entities or partners may have issued, and may in the future issue, other reports that are inconsistent with, and reach different
conclusions from, the information presented in this report. Mount-Invest SA assumes no obligation to ensure that such other reports are brought to
the attention of any recipient of this report. The investments herein may not be suitable for all recipients. Past performance is no guarantee of future
results and no guarantee is implied. Past performance, forecasting models and simulations are no guarantee for future performance ! Statements
regarding the future performance of investments are forecasts only; therefore no liability is accepted. The price, value of, and income from any of the
securities or financial instruments mentioned in this report can fall as well as rise. International investing includes risks related to political and
economic uncertainties of foreign countries, as well as currency risk.

Mount-Invest SA and/or its employees and associates or partners may have or have had financial or other interests or positions in relevant securities.
Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this document should inform
themselves about possible legal restrictions and observe them accordingly. Further information is available on request. Subject to copyright with all
rights reserved.
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