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Exploiting opportunities—
Reducing risks




Quoniam High Yield MinRisk Global

High yield markets consist of a diverse range of issuers. Investors require a strategy that
captures the opportunities in the higher quality buckets, whether fallen angels or rising
stars, while avoiding the issuers heading for downgrades and defaults. Quoniam Global
High Yield MinRisk is a short duration strategy that combines active security selection,
portfolio diversification and the low-risk anomaly to give investors access to the attractive
segments of the high yield market while reducing risk.

The main task of a high yield bond manager is to separate promis-
ing issuers with upside potential from overvalued high-risk names
and default candidates. But how can this be achieved in a universe
as large and heterogeneous as the global high yield market? Our
research shows that high risk is not always rewarded in high yield
markets, while investments in the middle of the risk spectrum (the

so-called sweet spot) generate the highest returns. Moreover, by
forecasting performance based on scientific factors such as value,
momentum, quality and carry, systematic risk premia can be earned
by minimising default risk. A short-duration focus limits the draw-
downs from rising interest rates and widening spreads, providing
investors a risk-reduced entry into the global high yield markets.

The Quoniam solution

Our MinRisk approach is designed to target the sweet spot of the high yield market and systematically reduce
concentration risk. By avoiding high individual issuer and sector risks, we significantly improve diversification

compared to a standard index.

To achieve a higher risk-adjusted return, we also exploit existing
capital market anomalies. One such anomaly is the well-known
low-volatility anomaly, which shows that, contrary to classical capital
market theory, lower risk does not necessarily mean lower returns.
MinRisk stands for strict risk management independent of index
characteristics and diversification across multiple risk dimensions.

The strategy is driven by a focus on maximising the Sharpe Ratio.
Portfolio management is focused on increasing risk-adjusted
performance independent of a benchmark.
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Our approach:
1. Use of anomalies

Quoniam High Yield MinRisk Global strategy makes use of
scientifically based anomalies. The first is the spread anomaly. This
means that the spread determines the risk but not the expected
return. Historically, bonds with very high spreads deliver lower
risk-adjusted performance because their probability of default
is very high. Similarly, bonds with low credit spreads relative to
their peers tend to lag the market. In contrast, selected high yield
bonds with medium risk have yield advantages.

The duration anomaly states that short-term bonds tend to have
lower volatility, but historically this has been associated with
higher risk-adjusted returns. In other words, the return per unit
of risk is usually higher than for longer-dated bonds. In contrast,
for longer-dated IG bonds, the higher spread does not adequately
compensate for the cumulative higher probability of default.
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2. Multidimensional diversification

Classic credit indices tend to have high issuer and sector concen-
trations. It is not uncommon for 10% of the index constituents
to account for around 50% of the index volume, with highly
indebted issuers more prominently represented in the index. This
is particularly important in the riskier part of the credit universe
that high-yield bonds represent. Being too close to a high yield
benchmark inevitably leads to defaults and the associated losses.
Quoniam High Yield MinRisk Global avoids these problems in
several ways:

m Sector risk parity: The strategy aims to achieve a more
balanced risk contribution by sector compared to traditional
high yield benchmarks. While consumer goods account for
more than a third of a traditional benchmark, our strategy
has a much lower weighting. Similarly, while financials play
a minor role in high yield benchmarks, we manage to have
a more meaningful weighting in this sector.

Balanced diversification of sectors

Index MinRisk

management
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3. Active bond selection and risk management
(multi-factor model)

We use our proprietary multi-factor forecasting model to allocate
securities. The advantage is that the model uses the factor
approach to decompose the behaviour of a bond into systematic
risk premia factors. These hidden sources of return and risk often
cannot be identified with traditional discretionary strategies.

Historically, the strategy has demonstrated these strengths.
During the trade conflict in 2018, the Corona crisis or the difficult
year 2022 with high inflation and the war in Ukraine, our approach
was able to significantly cushion the losses compared to a standard
global high yield index. Volatility was reduced by around 25% on
average. Moreover, there has not been a single default since the
strategy was launched in June 2016.
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Values in duration multiplied by spread (DTS). Source: Intercontinental Exchange, Inc., Quoniam Asset Management GmbH; as of May 2025

m Issuer allocation: There are maximum position limits in the
funds, ranging from 0.4% to 1% depending on the credit rating
of the issuer. Diversification is particularly important in high
yield, where issuer-specific risks are greater than in investment
grade. Typical high yield portfolios are therefore made up of
more than 250 issuers to minimise idiosyncratic risk.

m Currency allocation: While global high yield markets are heavily
tilted towards USD investments, the strategy also extensively
covers and includes EUR-denominated high yield issues.

m Interest rates: High yield issuers have shorter maturities on
average than investment grade issuers. At the same time, spread
risks are higher in high yield than in investment grade. During
economic crises, falling interest rates and rising credit spreads
are negatively correlated, providing a source of diversification.

Key figures

ESG: All Quoniam mutual funds apply an integrated ESG approach.
Individual client guidelines can be implemented in mandates.
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Conclusion

Reduced risk: Improved Increased
risk/return ratio:
The strategy uses
scientific evidence to
improve risk-adjusted

returns.

The Quoniam High
Yield MinRisk Global
strategy offers investors
a risk-reduced entry
into the high yield
corporate bond market.

o

diversification:

The benchmark agnos-
tic approach helps to
avoid concentration
risks and diversify
portfolios across
multiple dimensions.

~

Better drawdown
protection:

The High Yield MinRisk
strategy has proven its
added value in various
crises and has mitigated
losses.

More sources

of return:
Implementing bond
selection through the
multi-factor quanti-
tative forecasting
model enables a daily
valuation of the entire
global universe, which
can enhance returns.
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Disclaimer
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The use of investment services as well as investments in financial instruments are conjoint with risks.
For more information and guidance on opportunities and risks, please visit www.quoniam.com/riskstatement

This document was produced by Quoniam Asset Management GmbH (hereafter ‘Quo-
niam’) using reasonable care and to the best of our knowledge and belief. It is provided
for information purposes only and is for the exclusive use of the recipient. The opinions,
appraisals and information expressed in this document are those of Quoniam or deri-
ved from publicly available sources at the time of writing and are subject to change at
any time without notice. However, Quoniam provides no guarantee with regard to its
content, completeness and topicality.

This document is expressly not intended for use by retail clients within the meaning of
article 4 (1) (11) of Directive 2014/65/EU (MIFID I). Excluding documents compiled for
investment committee meetings or those compiled in order to fulfil contractual obli-
gations (e.g. reporting), this document qualifies as marketing material that has been
published for advertising purposes only. We hereby expressly note, that the information
provided do not constitute a statement of assets in accordance with applicable invest-
ment law. Consequently, we advise the recipient to turn themselves to the respective
investment company.

For more detailed information, in particular a description of the mentioned funds’ risks
and rewards, please refer to the prospectus, the key investor information document
and the most recently published annual and semi-annual report. These publications are
available upon request and free of charge from the German payment and information
agents, DZ BANK AG (Frankfurt/Main). The aforementioned documents constitute the
sole binding basis for the purchase of fund units.

The information contained herein does not consider any personal and financial cir-
cumstances of the recipient. Therefore, it does not constitute an offer or a recom-
mendation to buy or sell financial instruments or banking services. Neither historical
nor future performance simulations and financial market scenarios are a guarantee
for current or future performance. We advise the recipient to seek investment advice
in order to ensure that information provided is in line with their own circumstances.

This document has not been prepared in accordance with legal requirements designed
to promote the independence of investment research. Further, it is not subject to any
prohibition on dealings ahead of the dissemination of investment research. As a conse-
quence information and opinions herein must not be read as independent investment
research.

This document shall not be reproduced or passed on to third parties either in part or in
full without the written permission of Quoniam.

Quoniam is authorised and supervised by the Federal Financial Supervisory Authority
(Bundesanstalt fur Finanzdienstleistungsaufsicht) and is subject to limited regulation
by the Financial Conduct Authority. Details about the extent of our regulation by the
Financial Conduct Authority are available upon request.

Quoniam processes your personal data including name, gender, postal address, e-mail
address, phone number and job title within our business correspondence based on
article 6 paragraph 1 lit. b) and f) GDPR. Controller in terms of article 4 number 7 GDPR
is Quoniam Asset Management GmbH, Westhafenplatz 1, 60327 Frankfurt am Main.
For further information please read the data privacy section in our legal notices. You
do not want to receive further information from Quoniam? Please send an e-Mail to
dataprotection@quoniam.com
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