
 

 

  

A HedgeSPA user has a long-short portfolio in Asian equities, as follows: 

 

As we know, major global events unfolding now could shake up markets in the future. In this 
example, potential conflicts in Okinawa could have a drastic effect on these Asian equities. 
HedgeSPA’s research team has outlined a few plausible scenarios that may arise in Okinawa, given 
our research on Okinawa’s history and its current political tensions. We built these scenarios into 
our platform as templates for users to create their own.  For example, if the future scenario is that 
Okinawa becomes a flashpoint, there may be a massive 35% loss in this Asian equities portfolio:  
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Our user wants to implement this investment thesis, but he is also concerned about the remote 
possibility of a shock event, since it is generally costly to short in Asia. Using HedgeSPA’s state-of-
the-art analytic tools, he wants to check first that the key factor shocks driving this scenario are all 
equity-related:  

 

If he uses a naïve measure to hedge out the net long exposure, such as by minimizing variance, as it 
is done on most commercial software and data terminals, surprisingly he ends up with a no action 
recommendation even when the portfolio:  

 

However, if he uses one of HedgeSPA’s more sophisticated measures to hedge out the exposure, by 
balancing upside profit potential against downside risk, he will end up with a far more interesting, 
actionable recommendation, that effectively neutralizes the beta of such a portfolio by using a 
Japanese equity market index as the hedging vehicle: 
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Disclaimer 

The information contained herein: (1) is proprietary to HedgeSPA and/or its content providers; (2) may not be copied or 
distributed; and (3) is not warranted to be accurate, complete or timely. Neither HedgeSPA nor its content providers are 
responsible for any damages or losses arising from any use of this information. Information containing any historical 
information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast 
or prediction. Past performance does not guarantee future results. None of the Information constitutes an offer to sell (or 
a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

© 2014 HedgeSPA Pte. Ltd.  All Rights Reserved. 

Contact Us 

Address 440 N. Wolfe Road, Sunnyvale, CA 94085 USA 
Phone       +1 (415) 465 2503 (California) or +65 9183 1492 (Singapore)  
Skype       hedgespa.support 
Email        salesnsupport@hedgespa.com 
Website  www.hedgespa.com 

 

HedgeSPA                                                              
Sophisticated Investment Analytics | Trusted Market Insights  
 

August 2014 

 

Conclusion:  Our user used HedgeSPA’s analytics to derive quantitatively rigorous recommendations that he 
otherwise might have missed. More importantly, this computation was done in a few minutes, without the pains of 
downloading and scrubbing data from multiple sources.  While the user may ultimately decide to put on a different 
hedge, or he may come up with an alternative macroeconomic scenario, he can quickly redo these highly complex, 
actionable calculations in a matter of minutes, instead of waiting hours if not overnight for traditional solutions to 
complete similar calculations while markets move.  That is how HedgeSPA’s solid investment analytics solution 
can save our users from common pitfalls that ruin countless other portfolios. 

HedgeSPA offers a variety of services for buy-side professionals on our analytics platform, including scenario 
analysis, risk and return attribution, automated report generation, and more.  

Sign up now for a free platform trial. 
For current news and information about platform scenarios, subscribe to our newsletter. 


