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Strategy Summary

Your Investment Vehicle
Underlying Companies:

Issue Price

Maturity:

Currency:

Coupon: 

Early exit:

Leverage:

Liquidity:

Other observations: 

Investment Opportunity
European Credit Market

Key drivers for this investment opportunity:
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1) ECB Policy: The ECB is highly supportive - A temporary envelope of additional net asset purchases of €120 bn will be added if required, 
considerably more favourable terms will be applied. Fiscal support, as provided by the ECB, are expected to go disproportionately to the 
biggest companies, which are typically investment grande and which are part of this issue.

5) Instrument liquidity: Independently managed by Markit®, a new Series of the index is issued every 6 months following strict 
selection criteria, in order to ensure that the Index is representative of the current Corporate Credit market and replicable. As a reference 
Index widely used in the market, the iTraxx Main Europe relies on 3 pillars: a) Diversification, b) Liquidity & trading efficiency, and 
c) Data integrity & transparency.

After a strong 2020, the Investment Grade corporate credit market has been under pressure this year and credit spreads have risen well above 
historic levels. Despite being material, the shock to the euro area economy may be lower than elsewhere (companies balancesheets are not 
leveraged and households are net creditors). 

While credit spreads have widened considerably over the past few weeks, because of the idiosyncratic catalysts at work, we believe that there will 
be within the next 18 months, a mean reversion. This was the case after the GFC of 2007/2008 and after the EU crisis of 2012/2013.

On the back of the ECB QE (which is highly supportive for EU companies), we have a positive stance euro credit. We expect euro to 
outperform its US counterpart thanks to higher average quality, a lower rate of default (no exposure to shale oil-related energy companies) and 
indirect technical support from negative government bond yields and the ECB’s corporate sector purchase programme (CSPP).  

Finally, spreads are attractive at present level and offer an opportune timing for investors seeking exposure to Credit. No Credit Event has 
occurred in the iTraxx Main Europe Index Series 35 since its creation. Since the creation of the iTraxx Main Series, 3 Credit Events have occurred, 
with a maximum of 2 impacts on the same Series (Series 8 to 15).

2) Economic outlook: An encouraging European economic backdrop (ECB March projections: (i) GDP growth expected to rebound to 4.3% in 
2021 and 4.1% in 2022; (ii) after weakening in 2019, HICP inflation expected to go up in 2021, before gradually flatening out by 2023 at a 
level of arouind 2.2%). 
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iTraxx Main S-35

100 % as of 09.07.2021

60 months

USD

MtM below 30 % and Main S35 5Y spread above 170bps

1)	 High Quality Credit Product
2)	 Pricing: dirty pricing, all coupons payments are accumulated and paid out at due date.
3)	 Understanding the concept of credit is a pre-requisit for investing in this asset class.
4) 	Launch subject to investment conditions and amounts raised.
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Investors benefit from a diversified exposure to Credit. The iTraxx Main Europe is composed of 125 of the most liquid European entities, all 
with investment grade credit ratings. The proposed instrument has a 5 year term.

3) Asset class returns:  Low yields in all other defensive asset classes (e.g. 10-year German, Government Bonds deeply negative with a yield 
of -0.75% p.a.).

4) Base case scenario: 1) a de-escalation in the US-China conflict has happened, but uncertainty remains high, 2) the new US 
Administration is likely to be highly polarized  around COVID and may affect investor sentiment, 3) european political risks should remain low 
as overall conditions (relative basis) are worse elsewhere, 4) CB across the globe have mobilized "whatever it takes" to shild the economy 
and keep afloat the consumers.
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30 % flat, paid in fine, UTD (6 % p.a.)

x 10

Daily, Market-to-Market

Time Horizon Currency
Unmatched 

diversification
Sharia compliant Coupons

expressed as a percentage of he 
outstanding amount

Asset class: 
Credit

125 6 % p.a.
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Total [Data Quality] 93.17

The reference portfolio:

Guidance
Characteristics Disclaimer

Nam Name iTraxx Main S-35

Issuing Bank to be announced

ISIN Number to be announced

Management Fee 0.35 % on the nominal capital

Performance Fee -

Type of investment Credit

Issue size Tranches of USD 100k

Risk scale

Risk
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Past performance is no guarantee of future returns. 
This company/fund overview has been established by IRISOS SA based on their Portfolio Management System using end of day 
data from sources which are considered reliable. Because of different sources and different datastamps used, there might be 
discrepancies between the information provided in this printout and other providers. Prices and ratios have been valued at the 
market prices prevailing at the date of this publication. Although prices and key input data have been obtained from reliable 
sources, we do not accept any responsibility for their exactness. The assets in question in this report should be considered as 
part of your global strategy, level of risk, and the maximum drawdown you can withstand. Actual level of risks and potential 
returns may be mitigating upon implementation; price sensitive ratios will change based on your level on input and may alter 
substantially the proposed framework. Leveraged strategies may result in a total loss of your accumulated wealth.

No assurances or guarantees 
Although IRISOS SA has taken due care to ensure that the information on this website is correct at the time of posting, IRISOS SA 
cannot either explicitly or implicitly provide any assurance or guarantee (includ-ing third-party liability) with regard to its 
correctness, reliability or completeness. IRISOS SA also offers no assurance that information will remain unaffected by any 
technical mistake (transmission errors, technical deficiencies, interruptions, tampering by unauthorized third parties, etc.). IRISOS 
SA does not assume lia-bility under any circumstances for any losses, including direct, indirect, accidental, special or consequential 
losses, on the basis of this information or in connection with this information or as a consequence of the risks inherent in the 
financial markets. Investors should be aware that investments are subject to various risks, including market fluctuations, regulatory 
change, possible delays in repayment and loss of income and principal invested. For this reason, a positive performance in the past 
is no guarantee of a positive performance in the future. Investments in foreign currencies are also subject to multiple risks 
including exchange rate fluctuations and settlement risks. The investments discussed in this Website may not be suitable for all 
investors and investors must make their own investment decisions based upon their spe-cific financial situation and investment 
objectives. Nothing in this Website constitutes investment, legal, accounting or tax advice, or a representation that any investment 
or strategy is suitable or appropriate to any individual circumstances, or otherwise constitutes any personal recommendation.
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1.	Capital is not protected - Gain is limited to the difference between issue price and redemption 
price - as given in the issue conditions, 
3.	The investor will receive coupons payments by means of capital appreciation,
4.	A credit event is not limited to a default; it can be triggered by a bankruptcy, a failure to pay, a 
debt restructuring, a repudiation, etc – Investors should refer to the ISDA Definitions for 
comprehensive information, and the final termsheet from the issuer.

E.A.& O - Final terms subject to market conditions at issue date - This document is for 
marketing purposes only - by no means it is a recommendation to buy/sell the product 
promoted.

History: The credit default swap market has grown enormously over time. In the 2000s, market 
participants were looking for standardized tools to hedge and leverage for overall credit market exposure 
across global markets. J.P. Morgan and Morgan Stanley were among some of those creating indices of the 
growing credit derivative market. These indices merged over time, eventually ending with the 
International Index Company (IIC) which ran the iTraxx indices. IIC established a rules-based approach 
where it computed a liquidity ranking using submitted data from market makers. This list of the most 
liquid traded entities was updated every six months, creating a new series of credit derivative indices on 
rolling basis.

Understanding:  The iTraxx indices were developed to bring greater liquidity, transparency and 
acceptance to the credit default swap market. These indexes are used by various licensed market makers, 
which include large investment banks, asset managers, hedge funds and ETF providers. Trading based on 
these indexes allows them to hedge risk when they take on the role of counterparty in a trade—thus 
allowing them to execute trades more quickly and more frequently with participants in the market for 
swaps.
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Introduction: iTraxx is a group of international credit derivative indices that investors can use to gain or 
hedge exposure to the credit markets underlying the credit derivatives. The credit derivatives market that 
iTraxx provides allows parties to transfer the risk and return of underlying assets from one party to 
another without actually transferring the assets.
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