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Q | 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) Markit US CDX High Yield Index breakdown

30% |

Using a Put Warrant (buy) on the index

20% |

+ Nominal: USD 6mio o |
+ Underlysing: CDX HY CDSI S31
* Maturity: 17.04.2018 o% | —
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+ Ind. Premium: 3.14% FETE T g e &8 &
This index is composed by CDS that could not be directly . ' -
compared to the analyzed/base portfolio (see attached the index Portfolio example: diversified across the HY segment
distribution and the related portfolio). Thus the hedge would not Rating Breakdown of your Portfolio

be perfect.
The capital amount used to hedge the portfolio would be:

USD 6.0 mio * 3.14% = USD 188'400.-

* Base portfolio: USD émio with HY corporate bonds (see here — i i I i
repartltlon) BEB BBB BB+ BB BB B+ B B
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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 emio

« 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 émio with HY corporate bonds (see here
repartition)

IN;VEST

ETF iShares iBoxx HY

CREDIT RATINGS BREAKDOWN (%) MATURITY BREAKDOWN (%)

Cash and Derivatives | 0-53 Cash and Derivatives | 0.53
0-1Years
1-2 Years
2-3Years
3-5Years
5-7 Years

7-10 Years

10- 15 Years | 0.48

20+ Years | 0-26

BB Rated p 109
BB Rated
B Rated
CCC Rated

Portfolio example: diversified across the HY segment

Rating Breakdown of your Portfolio

4.08%
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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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COX HY CDSI S31 5Y PRC 104.789 +0.343 104.736 /104,841

Lt 3 Dec

|CDX HY CDSI S31 5Y PRC Corp

Notes (g
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Markit CDX North America High Yield Index is composed of 100 non-investment
grade entities, distributed among 2 sub-indices: B, BB. All entities are domiciled
in North America. Markit CDX indices roll every 6 months in March & September.

Currency USD Day Cnt ACT/360
Tenor 5Y CpnFr.. Q

Dsc Curv US Fixing Swap Curve
Region  America

ISDA Definitions Year 2014
Cpn (bps) 500 Factor 1.0
Recovery 0.30 Version 1
Quote Ty.. Price  Series 31
Start Date 09/20.. Start Cnst 100
Mty Date 12/20..

Restruct No Restructuring

Index MARKIT CDX.NA.HY.31 12/23
Short Name HY/ Corp

Full Name CDX HY CDSI S31 5Y PRC Corp
BBID CXPHY531
RED Code 2I65BRLR9

Australia 61 2 9777 3600 Brazil SS11 2395 9000 Europe 44 20 7330 7500 Germeny 49 69 9204 1210 Hong Kong 852 2977 6000
Japan &1 3 3201 3900 Singapore 65 6212 1000 U.s. 1 212 318 2000 Copyright 2013 Bloomberg Finance L.F.

SN 561307 CET GMT+1:00 G410-2585-0 04-Dec-2018 09:21:37




HYG UP § © 83.80 T P83.79 /83.80P 1x725
..... On 03 Dec d Vol 6,605,356 0 83.66F H 83.82F L 83.505FP Val 553.05H
i Page 1/5
)) Performance ‘ Holdings ‘ 4) Allocations ‘ Organizational
ISHARES IBOXX HIGH YLD CORP Objective Corporate
iShares iBoxx High Yield Corporate Bond ETF is an exchange-traded fund incorporated in the USA.
The ETF seeks to track the investment results of an index composed of U.S. dollar-denominated,
high yield corporate bonds.  [FIGI BBGOOOR2T5T1]

LTt s | [Fund Type ETF Leverage No
W HYG LD ity 10738 : | |Asset Class Fixed Income Actively Managed No
w0 | |Strategy Corporate Swap Based No
w0 | [Rat. Focus High Yield Derivatives Based No
1| |Geo. Focus... U.S. Currency Hedged No
200 Replication Strategy Optimi...
o T - - Securities Lending Yes
Price USD 83.80
NAV 12/03/18 USD 83.50 |Bid Ask Spread 0.01 Und. Index IBOXHY
INAV USD 83.55 |30D Avg Volume 4.6M |Index Weight Market Cap
Fund Percent Premium 0.299% |Implied Liquidity N.A.| |1Y Px Track. Err.. 2.072
52WkH 01/08/18 USD 88.03 |Market Cap USD 14.45B| |1Y NAV Track. E.. .084
52wk L 11/20/18 USD 82.71] |Shares Out 172.4M |Inception Date 04/11/07
Options Yes |Total Assets USD 14.04B| [Expense Ratio 490%
Australia 61 2 9777 3600 Brazil SS11 2395 9000 Europe 44 20 7330 7500 Germeny 49 69 9204 1210 Hong Kong §52 2977 6000
Japan §1 3 3201 8300 Singapore 65 6212 1000 U.5. 1 212 315 2000 Copyright 2013 Bloomberg Finance L.F.
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