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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 

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.

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