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WISDOMTREE RULES-BASED METHODOLOGY 
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Each index is designed to capture the performance of selected issuers in the US non-investment-grade 
corporate bond market with favorable fundamental and income characteristics. Each index employs a 
multi-step process, which screens on fundamentals to identify bonds with favorable characteristics and 
then tilts to those individual securities which offer favorable income characteristics (screen for favorable 
bonds and tilt towards income). The goal is to improve the risk-adjusted performance of traditional 
market-cap approaches for high-yield corporate bond indices.   

Each index utilizes a screen and tilt approach to isolate bonds that have favorable fundamentals and tilts 
to those bonds with favorable income and valuation characteristics. Each index defines the universe, 
scores the individual issues across a fundamental metric distinguishing cash flow characteristics (i.e., free 
cash flow) and discards the securities with poor cash flow performance. An income tilt score with 
adjustments accounting for the probability of default and recovery values is then applied to the market 
capitalization of each remaining security. The income tilt score incorporates the incremental income 
offered over Treasuries with similar maturities within the context of the credit risk they entail. The 
income tilt scores are translated into a multiplier, which is applied to the market cap percentile ranking to 
determine the issue weight within each index. As a final step, issuer exposure is capped as described in 
the index methodology rules. The index is rebalanced every six months with bonds removed monthly due 
to ratings changes, if any.   
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• WisdomTree U.S. High Yield Corporate Bond Index 
• WisdomTree U.S. Short-term High Yield Corporate Bond Index 
• WisdomTree U.S. High Yield Corporate Bond, Zero Duration Index 
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Each index is comprised of corporate bonds of public issuers domiciled in the United States. All 
eligible bonds are denominated in US dollars. 
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 For the WisdomTree U.S. High Yield Corporate Bond Index, each issue must   
 have at least $500 million in par amount outstanding. 
 
 For the WisdomTree U.S. Short-term High Yield Corporate Bond Index, each  
 issue must have at least $350 million in par amount outstanding. 
 

        Each issue must have a remaining maturity of at least one year
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For each issue an income tilt score is obtained by its ROAS(1-PD), which is then ranked (in 
descending order) within each sector. The ROAS (in bp) is recovery-adjusted OAS calculated by: 
 

𝑅𝑂𝐴𝑆 = 	
60% ∗ 𝑂𝐴𝑆
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deletions as a result of corporate actions, will be announced at least two business days prior to 
their implementation date.   
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The WisdomTree U.S. High Yield Corporate Bond, Zero Duration Index measures the return of 
the WisdomTree U.S. High Yield Corporate Bond Index with its interest rate (duration) exposure 
hedged to zero years using a short position in five on-the-run (OTR) US Treasury bellwether 
securities. The interest rate hedge is rebalanced on a monthly basis to achieve the target duration 
exposure.  
 
12.1 Index Calculation Methodology 

 
The return of the WisdomTree U.S. High Yield Corporate Bond, Zero Duration Index can be 
represented as the following: 
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these instruments in the hedge portfolio. The duration measure used is OAD, as computed and 
reported by Bloomberg Barclays. 

Contribution to OAD is calculated by multiplying the market value percent of each duration 
bucket as of the month-end index rebalancing date by the OAD of each bucket. 

Step 2: The selected securities for each monthly rebalance match the instruments that are used for 
Bloomberg Barclays US Treasury Bellwether Indices.


