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OSSIAM SOLACTIVE MOODY’S ANALYTICS IG EUR SELECT CREDIT

A systematic approach combining credit risk reduction and selection of the most undervalued bonds in the 

Investment Grade EUR universe according to the model

Advantages of the Strategy

• Pure quantitative strategy which picks the bonds which look the most undervalued after application of a two-

steps liquidity / credit risk filter while remaining sector / duration neutral to the benchmark

• Avoid traditional credit benchmarks bias (weights based on total size of debt, presence of illiquid bonds)

• Developed in partnership with Moody’s Analytics, a leading provider of credit analytics

• Based on an advanced credit risk model: the EDF™ (Expected Default Frequency), exploiting information from 

the equity market through a proprietary database

Expected Default Frequency (EDF™): a differentiating approach to Default Risk

Methodology Overview: a unique combination of Liquidity, Quality and Value
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Exclusion of the bonds with the highest EDF™ (25% excluded)

Equal weighting of the 100  most undervalued bonds based on a credit spread measure 

derived from the EDF™

Exclusion of the least liquid bonds (Notional amount < 750M€)

EDF™
The Moody’s Analytics Public Firm EDFTM (Expected Default

Frequency) model ( 9th improvement of the precursor

formerly known as KMV, for Kealhofer, McQuown and

Vasicek) was originally developed in the late 1980s.

It is a measure of the probability that a firm will default 

over a specified period of time (typically one year). 

According to the Moody’s EDF™ model, a firm defaults when 

the market value of its assets (the value of the ongoing 

business) falls below its liabilities (the default point).

The three key values that determine a firm’s EDF™ are:

• The current market value of the firm (market value of 

assets)

• The level of the firm’s obligation (default point)

• The forward-looking business risk (asset volatility)
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Solactive Moody’s Analytics IG EUR Select Credit Index

Solactive Moody’s Analytics IG EUR Select Credit Index

Solactive EUR IG Corporate Index

% of time the strategy outperforms its benchmark

Sources: Bloomberg, Solactive, Moody’s. Calculations by Ossiam in EUR as of 30/04/2018. Past performance shown above represents that of the indices. For data before 22/11/2017

(launch date of the index), performance for the Solactive Moody’s Analytics IG EUR Select Credit Index reflects calculations performed by Ossiam based on backtest data provided by

Solactive and Moody’s. Backtested performance results do not represent the performance of actual trading using client assets, but are achieved by means of the retroactive application of a

model. This model assumes reinvestment of net dividends. Some degree of performance difference between the OSSIAM ETF product and the underlying index is to be expected as a

result of index replication costs and tracking error. Past performance is not a reliable indicator of future performance.

Simulated Performance Since 29/12/2006

This document is not of a regulatory nature.Ossiam, a subsidiary of Natixis Investment Managers, is a French asset manager authorized by the Autorité des Marchés Financiers (Agreement No.

GP-10000016). Although information contained herein is from sources believed to be reliable, Ossiam makes no representation or warranty regarding the accuracy of any information of which it

is not the source. The information presented in this document is based on market data at a given moment and may change from time to time.This material has been prepared solely for

informational purposes only and it is not intended to be and should not be considered as an offer, or a solicitation of an offer, or an invitation or a personal recommendation to buy or sell

participating shares in any Ossiam Fund, or any security or financial instrument, or to participate in any investment strategy, directly or indirectly. It is intended for use only by those recipients to

whom it is made directly available by Ossiam. Ossiam will not treat recipients of this material as its clients by virtue of their receiving this materia. lAll performance information set forth herein is

based on historical data and, in some cases, hypothetical data, and may reflect certain assumptions with respect to fees, expenses, taxes, capital charges, allocations and other factors that affect

the computation of the returns.Past performance is not necessarily a guide to future performance. Any opinions expressed herein are statements of our judgment on this date and are subject to

change without notice. Ossiam assume no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from, an investment in any security or financial instrument

described herein or in any other security, or from the implementation of any investment strategy. This information contained herein is not intended for distribution to, or use by, any person or

entity in any country or jurisdiction where to do so would be contrary to law or regulation or which would subject Ossiam to any registration requirements in these jurisdictions.This material may

not be distributed, published, or reproduced, in whole or in part.

The financial instrument is not sponsored, promoted, sold or supported in any other manner by Solactive AG nor does Solactive AG offer any express or implicit guarantee or assurance either

with regard to the results of using the Index and/or Index trade mark or the Index Price at any time or in any other respect. The Index is calculated and published by Solactive AG. Solactive AG

uses its best efforts to ensure that the Index is calculated correctly. Irrespective of its obligations towards the Issuer, Solactive AG has no obligation to point out errors in the Index to third parties

including but not limited to investors and/or financial intermediaries of the financial instrument. Neither publication of the Index by Solactive AG nor the licensing of the Index or Index trade mark

for the purpose of use in connection with the financial instrument constitutes a recommendation by Solactive AG to invest capital in said financial instrument nor does it in any way represent an

assurance or opinion of Solactive AG with regard to any investment in this financial instrument.

Moody's Analytics is a registered trademark of Moody's Analytics, Inc. and/or its affiliates and is used under license. © 2017 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s

Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT

RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE

FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT

MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT

ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS

INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-

BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S PUBLICATIONS DO

NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE

RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE SUITABILITY OF

AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION AND

UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR

PURCHASE, HOLDING, OR SALE.

For Rolling Daily Periods (Index Performance)

Simulated Performance and Risk Data

For Professional Investors Only

as of 30/04/2018

Solactive Moody’s 

Analytics IG EUR 

Select  Credit Index

Solactive Euro IG 

Corporate Index

YTD performance -0,32% -0,35%

1-year performance 1,05% 1,26%

3-year performance 5,15% 5,12%

annualized 

performance
5,23% 4,14%

annualized volatilty 2,81% 2,53%

maximum drawdown -5,99% -7,83%

Sharpe ratio 1,57 1,30

beta 1,04 N/A

annualized alpha 0,95% N/A
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