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USE CASE:

A portfolio manager wants to optimize asset allocation within a fixed-income portfolio to
maximize returns for a given level of risk.

THE PROCESS:

Anticipating that long-term rates will remain anchored or rise due to persistent inflation, the
manager decides to purchase adjustable-rate instruments and callable bonds, while selling

Optimizer Result

long-term fixed-rate Treasuries or MBS to better position the portfolio for changing market
conditions. The strategy seeks to reduce exposure to long-duration fixed-rate instruments
while positioning the portfolio to benefit from higher rates through adjustable-rate and
callable securities.

The optimization tool within Moody’s Investment Management module empowers the
manager to explore a variety of simulated risk-return outcomes and identify the optimal mix
of instruments, facilitating a thorough evaluation of the impact of the optimized allocation on

key financial metrics.

REFRESH SAVE SELECTED VIEW DETAIL EXPORT
Optimizer Setting: Bank Pre-Bond Swap
Optimize Inc_EffDur b Base EDur% Bull Steep EDur% Bear Steep EDur% Inversion EDur% Ramp EDur% Fed Cut EDur% Base Income Bull Steep Income | Bear Steep Income
Beginning Position: Begin Position 6.57420 6.58713 6.55123 6.61734 6.56437 6.59085 151865.49234 16774899932 155339.3751!
(93) BondSwap1.0: 03_Inv_DurationExt_63 ([ > High 3 NA NA NA NA NA NA NA N
Measures View Low 2 NA NA NA NA NA NA NA N
|EDur‘3(:,Inccva.I -
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Bond Swap Filter Effective Duration Rank Income
Between 2 and 3 W From High to Low
Index Base EDur% Bull Steep EDur%: | Bear Steep EDurs | Inversion EDur% Ramp EDur’ Fed Cut EDUr% BaseIncome ~ | Bull SteepIncome | Bear Steep Income
115 252 423 293 162 393 207 164,921 183375 167,510
g4 223 289 247 1.54 285 193 157,520 178,784 160,253
507 296 385 320 234 373 267 156,397 174,555 158,891
410 2n 332 282 243 320 256 155,855 175,142 159,661
266 2n 332 282 243 320 256 155,855 175,142 159,661
257 270 330 280 242 319 255 152,950 171,081 155436
84 270 330 280 242 319 255 152,950 171,081 155436
548 270 330 280 242 319 255 152,950 171,081 155,436
992 280 287 276 283 285 280 150,075 169,205 153,831
534 2804 287 276 283 285 280 150075 169,205 153,831

(Risk-return metrics are listed and ranked from a variety of simulated trials)




BONDSWAP CASHFLOWS
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(Moody’s Investment Management Solution Dashboard)
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module specifically click here.
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