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PROJECT TITLE:  Portfolio Diversification Using an Unlisted Asset 

 

PROJECT GOAL 

Determine the impact of adding an unlisted credit asset to a listed credit portfolio. 

HIGH LEVEL DESCRIPTION OF PROBLEM 

Quantifying the impact of adding a liquid listed credit asset into an otherwise listed credit portfolio in 
a South African context is fairly well understood as the risk metrics are typically observable in the 
market.  

Unlisted credit assets are typically analysed on a fundamental basis which makes it difficult to 
quantitatively assess the impact of such assets on a portfolio.  

The goal of the project is find a methodology to assess the portfolio impact of unlisted asset. It will 
be necessary to model the characteristics of such assets (or possibly the portfolio with and without 
such an asset) using various modelling approaches, e.g. structural, reduced form, etc. 

 

PROJECT OBJECTIVES 

The objectives of this project are: 

 To find modelling approaches suitable for determining the impact of an unlisted credit asset on a 
portfolio of listed credit assets. 

 To use global credit data (e.g. CDS spreads, historical price data, etc) to estimate default 
probabilities and scale to a South African market via different types of parities. 

 To model liquidity effects that an unlisted asset will introduce. 

 To find metrics indicating the impact of inclusion of such assets into the portfolio, e.g. using a 
Sharpe ratio analysis or similar approaches. 

 

OUTPUTS REQUIRED  

Research paper(s) or (a) dissertation(s) on modelling approaches  

 

STRATEGIC VALUE TO DIRECTED RISK RESEARCH 

This research should contribute conceptually and possibly also materially to modelling of credit risk 
in the context of portfolio management. This could potentially aid the process of assessing and 
managing such portfolios. 


