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Logicalililiiiil
Who we are .Sk

Frank Grossmann, Zurich, studied Microtechnics at the Federal Institute of Technology
in Lausanne and Business Administration at the Federal Institute of Technology in
Zurich. After the Studies in 1989 he founded Labocontrol AG which he sold in 2000.
Since then he is a full-time investor and founded Logical Invest in 2013.

Scott Walker, NYC has an MBA & post graduate work in econometrics & finance.
He has been developing advanced analytical and forecasting models for decades,
applying these tools in successfully for US financial firms, advisory groups, hedge
funds, personal clients and his portfolio

Vangelis Maderakis, Athens holds a B.A. in Economics & Theater Arts from Cornell
University and an M.F.A. in Motion Picture Producing from the Peter Stark Program at
the University of Southern California. He has been involved in quantitative research
since 2007 and is well known under his blog pseudonym “SanzProphet.

Alexander Horn, Mexico City holds an MBA from the IPADE Business School
and an M.A. in International Business from the University of Paderborn. He has
been the CFO in Japan for a major global chemical player. Before he served in
executive roles in North America, Europe and Asia within the automotive sector.




Logicalililiiiil
What we are P

B General Partnership founded 2014, registration in
Switzerland in process

m Offices in Zurich, New York, Athens and Mexico City

B We develop intelligent, rule-based portfolio strategies for
private and institutional clients. Our strategies are for DIY
investors. We share and educate, but do not handle any
funds.

@ No registered Investment Advisor in the US, and no
intention to become one in the near future

M In process of opening an investment fund in cooperation
with a major US money manager. In the near future plans
to open ETF and EU certificate to give private investors
more options to invest in our strategies.




Logicalililiiiil
What we do .-kt

® We use quantitative based strategies to manage our own successful
investments. What we publish is what we Use ourselves to manage our

families’ money. We enjoy researching new methods and adapting them to an ever
changing investment market.

@ Researching and studying the markets makes us tick and
. We want to help others feel safer, reduce their investment
expenses and improve their investment returns. We know how hard it is to

to get started and even harder to separate soundly engineered and
researched investment strategies from the “miracle-promising, get-rich-now” noise.

® We deploy quantitative strategies that we have
in different conditions. They all offer superior performance and

mechanisms to . All strategies are based on
sound mathematical rules and avoid any emotional decisions in the investment
process.
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The Basics — Fishbowl theory (1/4) e

® The Bowl: Portfolio Purpose, Size & Duration
» Retirement, Savings, Real Estate, Tuition
» Realistic Risk/Return expectation,
» The Trap: Complexity, Cost, Discipline

B The Fish: Asset Selection
» Cross-Asset diversification, crash-protection, hedge
» Passive approach: ETF vs Mutual Funds

» Trap: Selection bias, liquidity, spreads, costs,

® The Water: Tactical Approach vs Buy&Hold
» Volatility is good for momentum, need funds to ‘flow’ naturally
» Risk-on/off and choppy markets are bad — uncontrolled waves

» Trap: Curve fitting & not ‘adaptive’ to changes in market environment



Logicalii

The Basics — Fishbowl theory (2/4)

W The Bowl: Portfolio Purpose, Size & Duration

>

Retirement, Savings, Real Estate, Tuition

® Long term approach must fit own ‘style’
— Discipline, Habits, Plan for unexpected
— $50k when just starting first job?
— $500k mid-career for retirement?
— $1,500Kk in retirement for income?

Realistic Risk/Return expectation

® 5-6% Risk-free? Not anymore, never, ever!
® Volatility will kel definitely increase

® All equity markets are correlated, well other assets also
® 70% of income in retirement, increasing health cost

The Trap: Complexity, Cost, Discipline

® Invest in what you understand, no experiments, no faith: Study, Challenge, Study!
® Paying just 1-2% to banks, mutual funds, commission eats into retirement. DIY

® Long-term investing requires a hell of discipline, good anti-stress & sleeping habits




Logicalii

The Basics — Fishbowl theory (3/4)

B The Fish: Asset Selection

>

Cross-Asset diversification, crash-protection, hedge
® AAPL + TSLA only looks good in backtests
‘Blocks’ of assets: Bonds, Equities, Sectors
‘Blocks’ include low-correlated diversifier

Hedge only passively though asset classes

Stay out of options, futures, CFD’s if you
are no expert

—

Passive approach: ETF vs Mutual Funds

® >1500 ETF in US, most 401k and IRA support
® 0.5% less fee in ETF adds up over 20 years
® Immediate liquidity, no lockup times, often no commissions

Trap: Selection bias, liquidity, spreads, costs:

® Your investment strategy must perform across asset classes or asset lists

® Choose ETF with daily volume >60k, pick best (=cheapest) broker and exchange
® Trade yourself! Monthly execution is about 15 minutes. Be greedy, but on costs!

10



Logicalii

The Basics — Fishbowl theory (4/4)

@ The Water: Tactical Approach vs Buy & Hold

>

Communism & Elvis may still be alive!
Buy & Hold is dead!

® \Volatility + sudden corrections from 80% HFT
® High correlation among assets kills MPT

Some Volatility is good and needed, funds

need to ‘flow’ and ‘swap’ naturally around

® Momentum has the strongest effect during
‘average to medium’ volatility, when correlation
can play out. Corrections might be hard to take
for humans, but not for well designed algorithms

Risk-on/off and choppy markets are bad

® Have realistic expectations when market is choppy, don’t drop
the ‘spoon to soon’. Have several strategies in the race, change allocations
adaptively between them

Trap: Curve fitting & not ‘adaptive’ to changes in market environment
® Challenge you strategy across asset classes and parameter ranges

® Backtests starting the ‘29 Great Depression only tell you one thing: What
happened 90 years ago. Markets change, and changed a lot since ‘08.

11



!3und|ng BI?cks for_ Losica
all weather’ Portfolio

Dynamic Example Maximum Sharpe Optimization using Bond Rotation ‘Sleep Well’,
Fe Maximum Yield Rotation, Universal Investment Strategy
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
Fixed weight Example 30% Bond Rotation ‘Sleep Well’, 30% Maximum Yield Rotation,
; 40% Universal Investment Strategy , 30% The BUG
Portfolio
; Bond Global Global Maximum Universal Permanent
Strategies Rotation Market Sector Yield Investment Portfolio
‘Sleep Well’ Rotation Rotation Rotation Strategy ‘The Bug’
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
Crash Protection Treasuries Volatility Currencies
and Hedge
Base Blocks Bonds EM Equities US Equities Intl Equities Sectors Commodities

12



Building Blocks for

Logicaliliis
£ ’ 1 I " : : :
all weather’ Portfolio — Fixed Weight
Dynamic Example Maximum Sharpe Optimization using Bond Rotation ‘Sleep Well’,
e e Maximum Yield Rotation, Universal Investment Strategy
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
Fixed weight Example 30% Bond Rotation ‘Sleep Well’, 20% Maximum Yield Rotation,
(0] 1 (0]
Portfolio 20% Universal Investment Strategy, 30% The BUG
; Bond Global Global Maximum Universal Permanent
Strategies Rotation Market Sector Yield Investment Portfolio
‘Sleep Well’ Rotation Rotation Rotation Strategy ‘The Bug’
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
Crash Protection Treasuries Volatility Currencies
and Hedge
Base Blocks Bonds EM Equities US Equities Intl Equities Sectors Commodities

13



Building Blocks for

Logicaliliis
1 J H . ! :
all weather’ Portfolio — Meta-Strategy
Dynamic Example Maximum Sharpe Optimization using Bond Rotation ‘Sleep Well’,
Fe Maximum Yield Rotation, Universal Investment Strategy
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
i i Example 30% Bond Rotation ‘Sleep Well’, 30% Maximum Yield Rotation,
Fixed weight
: 40% Universal Investment Strategy , 30% The BUG
Portfolio
; Bond Global Global Maximum Universal Permanent
Strategies Rotation Market Sector Yield Investment Portfolio
‘Sleep Well’ Rotation Rotation Rotation Strategy ‘The Bug’
Tactical Approach Max Sharpe Momentum Vola Control Leverage Mean Rever
Crash Protection Treasuries Volatility Currencies
and Hedge
Base Blocks Bonds EM Equities US Equities Intl Equities Sectors Commodities

14
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Building a well-balanced

: Logicalillims
crash protection P

B In the majority of our Strategies, Treasuries play the role of automatic “crash guard”:

» Think of the 5 global markets be a truck speeding down the highway. You are close behind in your car,
which has one of these new brake systems which brake automatically to avoid a crash. These braking
systems measure the distance to the car in front of you. Such a control system has a gain setting which
has to be fine-tuned very well. If the gain is too low, the car will not brake enough. If the gain is too high
the car will begin to brake hard and accelerate which will cause oscillation.

M You can tune the ‘gain’ of the treasuries by selecting the duration of the treasuries:

» Duration acts like a leverage. If you
choose a short duration treasury it will
take too long to switch and you will
suffer losses at a sudden market
correction.

Years %

iShares 1-3 Year Treasury Bond 1.94 1.34
iShares 3-7 Year Treasury Bond 4,56 1.71
high you will switch too ear|y which iShares 10-20 Year Treasury Bond 9.68 5.99

results in buy high sell low. iShares 20+ Year Treasury Bond 17.05 3.55

» If the duration or also leverage is too _

Vanguard Extended Duration Treasury 24.92 0

16



Building a well-balanced

: Logicalillims
crash protection P

2008 / 2009 Financial Crisis:

Open  905.98 "GSPC 885.28 TLH 123.35 IEl 116.82 EDV 152.87 SHY 84.87 TLT 12213
Close 885.28 V
Low 87744
High 911.02
2 Vol 5.7B
% Chg -31.10%

75%

Oct 1, 2008 Dec 18 2008 Apr 1, 2009
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Building a well-balanced

: Logicalillims
crash protection P

2011 / 2012 European
Sovereign Depth Crisis:

0 1200683 | *GSPC1,16676  TLH13234  [EI12187 EDV11975  SHYB458  TLT 11866 60%
sse 116878 ;
wo 116621 :
Hgh 120830 | : 0%
478
) -11.35% |
40%
: 20%
k. AL RSN 5L - : SN -“\' —~ “.-' NS N “-i\—/‘—" M N o~ 10%
i :
~ e ‘":"' — e P e S vt NSRS P ST AR e, S 0%
: A
My / e ¥ ke =
............ ?g?y:..t,,...x,, G R GG R i S SRR G T S S RO S EEED
! ]
v

-20%

mo:t 3, 2011 Jan 3, 2012 Apr 2, 2012
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Building a well-balanced
crash protection

2008 / 2009 Financial Crisis:

PG T

g
v m

B EDV has the most robust
properties to act as “crash
protection”

M TLT has the advantage of
higher liquidity, but requires
an about 1.5 ‘leverage’

Logicalliii

Intelligent Portfolio Strategies

2011 / 2012 European
Sovereign Depth Crisis:

0%

04 54 LIS AL

Jan 3, 2012 Apr 2,2012 19



Building a well-balanced
crash protection

2013 Bernake Statement:

Logicalliii

Intelligent Portfolio Strategies

en 165066 | AGSPC 164280  TLH12160  IEI11973  EDVO00!  SHY8428  TLT10213 20%
- 164280
1,629 43

1,656 99 | 15%

298

ha 821%

10%

5%

0%

5%

15%

20%

25%

Apr 1, 2013 Jul 1, 2013 m Oct 1, 2013

W Using ‘crash protection’ can also fire back, especially in the recent risk-on/off years with
stock and bond markets being driven by Central Bank statements and macro events.

20



Building awe_ll-balanced -
crash protection

A word on correlation:

60 days correlation of Major Treasury ETF to S&PS00

- -
—EDV TLT SHY IE1 TLH  =——S&PS500 (RHS)

® 60 days (main lookback period) correlation of all major treasury ETF to the S&P500 is
normally negative, with exception of the bond ‘flash-crash’ following the Bernake statement
in May 2013.

21
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Harvesting Rebalancing Losses by

. : Logicallii
shorting 3x leveraged inverse ETF - Seerarms

® How do leveraged ETF work? Teaser: Highly geeky stuff ahead!
» Leverage daily returns using borrowed funds to rebalance their assets daily.

» Bull leveraged ETF incur in rebalancing losses in declining markets, bear leveraged
ETF in upwards markets.

B Example from [nvestopedia.com (ignoring borrowing cost and management fees):

» Consider a week in which the index loses 1% every day for four days in a row,
and then gains +4.1% on the fifth day, which allows it to recover all of its losses.
Return

................................................ o ..

-1.00%; 100.00 ; 98.00 : -2.00%
-1.00% 98.00 | 96.04 | -2.00%
Wednesday : -1.00% 96.04 | 94.12 | -2.00%
Thursday : -1.00% 94.12 | 92.24 | -2.00%
Friday : 4.10% 92.24 199.80 | 8.20%

Index

ETFOpen

» Index back at 100, but 2x leveraged ETF loses 0.2

23


http://www.investopedia.com/articles/exchangetradedfunds/07/leveraged-etf.asp#ixzz3WUpDV6Bg

Harvesting Rebalancing Losses by

: : Logicallii
shorting 3x leveraged inverse ETF - Seerarms

W The trick: Shorting ‘inverse/bear’ 3 times leveraged ETF to improve our hedge
with ‘money for nothing’ (Dire Straits 1985)

» Inverse 3x leveraged version of TLT: TMV (Direxion Daily 20+ Yr Trsy Bear 3X)
» Lost 90% of its value since inception in 2009.

IMFO563  TLT13073  TMV 2641 150%

= Jan 3, 2011 B i “Jan2,2013 i Jan 2, 2018
24



Harvesting Rebalancing Losses by

: : Logicallii
shorting 3x leveraged inverse ETF - Seerarms

® Very Hypothetical Simulation with constant 2.75% borrowing cost ( )
» Short 3x bear shows 23% gain over 3x bull ETF (4.4% CAGR)

» Why hypothetical? Borrowing cost and availability change over time, not always feasible, then TMF
» Frees up capital bound as short selling (‘money for nothing’) and/or using 3x leverage

» Just an additional idea to improve overall performance. Needs Study and some practice before doing!

Short TMV: 302%
Hypothetical 3x TLT: 268%
TMF: 245%

' ‘ Delta Short TMV - TMF: 23%

17-Apr-09 17-0ct-09 17-Apr-10 17-0ct-10 17-Apr-11 17-0ct-11 17-Apr-12 17-Oct-12 17-Apr- 13 17-0ct-13 17-Apr-14 17-0ct-14

25


https://ibkb.interactivebrokers.com/tag/short-selling

Harvesting Rebalancing Losses by

: : Logicalillims
shorting 3x leveraged inverse ETF - Seerarms

® How to benefit in your own portfolio:

» We employ this as alternative execution scenario in all our strategies when
moving adaptively into EDV or TLT. Example:

® Bond Rotation ‘Sleep Well’

® Maximum Yield Rotation Strategy

® Global Market Rotation Strateqy

® Enhanced Permanent Portfolio — The Bug

B Further reading:

» What is a hedge and why does it makes sense to do it?

» Risk Management using Timed Hedqging
» TMV hedging and timing
» Comparison of TMV, TMFE or EDV as hedge

26


http://www.logical-invest.com/strategy/bond-rotation-sleep-well/
http://www.logical-invest.com/strategy/maximum-yield-strategy/
http://www.logical-invest.com/strategy/global-market-rotation-strategy/
http://www.logical-invest.com/strategy/the-bug/
http://www.logical-invest.com/how-to-hedge-portfolio-with-etf-tmv-ziv-tmf/
http://www.logical-invest.com/risk-management-using-timed-hedging/
http://www.logical-invest.com/tmv-hedging-and-timing/
http://www.logical-invest.com/comparison-of-tmv-tmf-or-edv-as-hedge/

Harvesting the ‘Fear Premium’ by

¥ Inverse Volatility, Contango & Backwardation - Teaser: More geeky stuff ahead!

B To memorize quickly, imagine your partners mood (future term curve):

» Going up? Con - “Tango’ -
» Going down? ‘Backward(s)’ - ation "
Apr 2015 VIX futures term curve Oct 2008

70 63.88

‘Backward(s)’ - ation

42.78

Con - ITangO’ :_:E 40 35.47 34,71 34.32 32.65

3117

29.26

: : . s Logicalimss
Investing In inverse Volatility it o

16.02 27.82
30
0
) C

180
Days to Expiration

Courtesy vixcentral.com

27
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Harvesting the ‘Fear Premium’ by —
Investing In inverse Volatility

B Determining Contango / Backwardation:
» ZIV - Inverse mid-term volatility (4-7) - VelocityShares Daily Inverse VIX MT ETN

» XIV - Inverse front month volatility - VelocityShares Daily Inverse VIX ST ETN

- 19.50 19.52 19.60
2 19.15 - Last
18.89 3 ~
18.45 ’ }
17.83
18 Month 1.0 Month 4-7
n -

= c ot Contango:
= ontango:
= 19.6/18.89-1
e 16.10 17. 16.10-1 — VIX Index

6 ‘ e (very ‘flat’ currently)

14.67
14
Apr May Jun Jul Aug Sep Oct Nov
DpTo View Optio View Opuor : Qprie ¥ . DPTic v Opuior
Future Manth
vixcentral.com
Percent contango (backwardation) 1 10.75% 2 3.48% 3 2.38% 4 1.38% 5 1.83% 6 0.13% 7 0.38% 8
1.73 2 0.62 3 0.44 = .26 5 0.35 6 0.02 7 0.08 8

Difference between futures 1




% Contango

Harvesting the ‘Fear Premium’ by

: . > . s Logicalli
Investing In inverse Volatility it o

® Contango over time:

» Expresses ‘fear premium’ investors are willing to pay to cover their expectation
of long term volatility, e.g. in 4 — 7 months in the future

» Higher in moments of crisis or corrections, lower in ‘calm waters’

40%

35% Friday, Apr 3, 2015

30% Friday, Jan 7, 2011 F1-F2 Contango: 11. 84%

25% F1-F2 Contango: 12.30% | ® F4-F7 Contango: 4.83%

20% ® F4-F7 Contango: 7.56%

15% —

10%
g; Friday, Oct 11, 2013 W%’
. F1-F2 Contango: 4.46%

—% ® F4-F7 Contango: 7.34% |

-10%
-15%
-20%
-25%
2010 2011 2012 2013 2014 2015

29
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Harvesting the ‘Fear Premium’ by —
Investing In inverse Volatility

M Inverse Volatility ETF allow us to ‘harvest the fear premium’
» What is a cost for other people when buying VIX futures or ETF
» Becomes a profit for us when buying inverse volatility ETF (XIV, ZIV, etc)
» We prefer ZIV due to the more predictable movements, but still caution:
» This is trading volatility of volatility = Needs daily or weekly attention!

‘ 2926 | "VIX 25 20 21V 38 18 X5V 2719
4

2 0%
Jan3.2012 m:n 2, 2018
30



Harvesting the ‘Fear Premium’ by

: : .. s Logicalis
Investing In inverse Volatility it o

B How to benefit in your own portfolio:

» We employ this in our:
® Global Market Rotation Strategy - Enhanced
® Maximum Yield Rotation Strategy
® .. and sometimes opportunistically in our own accounts

@ Further reading:

» How To Build An ETF Rotation Strateqy With More Than 50% Annualized
Returns

» Comparison of VIX volatility and ZIV return

» Why we invest in ZIV (inverse mid-term volatility) and not in X1V (inverse front
month volatility)

» Strateqies For Trading Inverse Volatility

» A short analysis of the actual ZIV performance after the July 2014 stock market
selloff

31


http://www.logical-invest.com/strategy/global-market-rotation-strategy-enhanced/
http://www.logical-invest.com/strategy/maximum-yield-strategy/
http://www.logical-invest.com/how-to-build-an-etf-rotation-strategy-with-more-than-50-performance-per-year/
http://www.logical-invest.com/comparison-of-vix-volatility-and-ziv-return/
http://www.logical-invest.com/why-we-invest-in-ziv-inverse-mid-term-volatility-and-not-in-xiv-inverse-fronth-month-volatility/
http://www.logical-invest.com/strategies-for-trading-inverse-volatility-2/
http://www.logical-invest.com/a-short-analysis-of-the-actual-ziv-performance-after-the-july-2014-stock-market-selloff/
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Logicaliiiiss

Intelligent Portfolio Strategies

Custom

Portfolio Solutions 2015
Dynamic & Smart

Portfolio Solutions 2015

Integrated
Portfolio
Solutions

Create Alpha
Versus
Buy & Hold

33



Annual Return (CAGR)

70%

60%

50%

40%

30%

20%

10%

0%

Average annual return and volatility for common
Market proxies and possible buy & hold portfolio
combinations from Jan 2008 — Mar 2015.

Py

8% 8% 8% 8%
! A

SHY l-z?;xrs Tsy : TLT 20 yrs Tsy SPY S&P 500
° | 5 e
AGG All Bonds | ' Gold

Logicaliiiiss

Intelligent Portfolio Strategies

0.0%

5.0% 10.0% 15.0% 20.0% 25.0% 30.0%
Risk (Volatility)

35.0% 40.0%

34



Logicaliiiiss

Intelligent Portfolio Strategies

% Single quantitative ETF Rotation Strategies by Universal Investment

Logical Invest from Jan 2008 — Mar 2015. 3x leveraged
60% O

©

50% Maximum Yield

g 40%

< 0

<

£

o)

< Global Markets- Enhanced

T 30% Global Sectors-

s Low volatilit

< Q b Global Markets Global Sectors - Aggressive

0,
20% Bond Rotation

O Universal Investment

G The BUG - leveraged

10% The BUG O 8% 8% 8% .8:4
SHY 1-3yrs Tsy TLT 20 yrs Tsy SPY S&P 500
2% .
AGG All Bonds Gold
0% o
0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

Risk (Volatility)
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Logicalliii

What we offer - Portfolio Solutions

Annual Return (CAGR)

70% . . . . .
Target Portfolio Solutions using fixed weight
. . . . Universal Investment
combinations from Logical Invest strategies 3x leveraged
0% = from Jan 2008 — Mar 2015. 61%
Target 25% Vola
53%
50% Maximum Yield
Target 20% Vola
40%
Target 15% Vola
0 Global Markets- Enhanced
30% Global Sectors-
Max Sharpe Low volatilitb -
o Global Markets Global Sectors - Aggressive
Target 10% Vola 24% O
20%
Q Universal Investment
Target Min Vola G The BUG - leveraged
10% 8% 8% 8% 8%
T';eo/BUG 0 .o ® ‘ . 4 ‘
SHY 1-3yrs Tsy > SPY S&P 500
2% ' ) TLT 20 yrs Tsy ’
AGG All Bonds
0% o Gold
0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%
Risk (Volatility)
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What we offer —
Dynamic Portfolio Solutions

Annual Return (CAGR)

70%

60%

50%

40%

30%

20%

10%

SHY 1-3yrs Tsy

0%
0.0%

AAll Silicon Valley Exclusive Preview:

Introducing the ‘Meta-Strategy’ Approach
‘Breaking frontiers’

2%

o

Meta Example 1

Target Min Vola

The BUG Q

5%
i

AGG All Bonds

5.0%

Meta Example 2

Target 15% Vol

G The BUG - leveraged

8%

10.0%

Meta Example

Target 20% Vol

34%

Global Sectors-

Low volatilit
24% O b Global Markets

Q Universal Investment

8%

TLT 20 yrs Tsy

15.0%

Meta Example 4
58%

53%
Maximum Yield
Target 25% Vola

44%

O

Global Markets- Enhanced

o

Global Sectors- Aggressive

8% 8%
. o
SPY S&P 500

o

Gold

20.0% 25.0% 30.0%
Risk (Volatility)

Logicalliii

Intelligent Portfolio Strategies

Universal Investment
3x leveraged

“O 61%

35.0% 40.0%
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Exclusive AAIlI SV Preview —

Logicaliliiii
Meta Strategy Concept P e

B Meta-Strategy or dynamic “Portfolio of Strategies”

» Dynamically changing allocation weights to individual Strategies
® Changing market environment -> Benefit either Bonds, Equity, Sectors
® Changing Market regime - Momentum, Reversion to Mean, Sideward market
® Strategies just ‘stop working® - Underlying mechanism or assumptions

» All previously introduced ‘knobs’ now available at Portfolio Level

® Portfolio style: Momentum, Sharpe optimization, Mean Reversion
Rebalancing frequency: Quarterly, Monthly, Bi-Weekly, Weekly
Automatic hedging through different vehicles: Bonds, Volatility, Commodities
Volatility scaling (1/n): Decreases exposure gradually to match volatility limit
Volatility attenuator: Sensitivity to changes in volatility, minimum volatility optimization
Min / Max Allocation % to Strategies or Instruments

B The goal: Increased robustness through adaptive allocation

38



Exclusive AAIl SV Preview — ,
Logicalliiii
Meta Strategy Concept

W OQur proprietary engine: ‘Quant Trader’:

The Strategies:

-Bond Rotation (BRS)
-Universal Investment (UIS)
-Maximum Yield (MYRS)
-Benchmark S&P 500

BT P ALWTE WL N

-

The Logic:
-Adaptive Maximum Sharpe

The Crash-Protection:

-10% Volatility Limit — Scale
Down (Exposure 50% in 2008)
-Hedge Bonds (BRS) and inverse
Volatility (MYRS)

The Tactical Elements:
Monthly Rebalancing
Selection Top2 (from 3)
Min/Max Allocation 20-60%)

License available for Institutional Advisors, Fund Managers and Family Offices
39
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Meta Strategy Concept - Examples ot
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Exclusive AAIlI SV Preview — Lonics
Meta Strategy Concept - Examples =

Intelligent Portfolio Strategies
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2 Strategies, 15% Volatility limit, exposure scaling
32% CAGR, Sharpe 2.1, 13% Drawdown
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{Tom 37 08 War 23 3075,
- —~
<
Sretegy Pasretes Sureay Atxrn | Coreerts
Fataurcs per ety e CAGRE  Shepfse  Voely  DrewSat  CoenFan
LagkSeck per ey L Portse ) 545 2% 2357 Lo TN
. R s 2 3 &8
Farscrg M0 Stad Oy N\ = o BRSNEW 'ﬁ .-3 02 ih‘ :."S:. 3.:*‘:
(s theteon TR 1 Sexcteg weht ol MRSHEW 51288 1928 2754 ™ N
450 (SR 1M ne M0 RTRS S
o T G Pebsiance sunps 58y [P 1 27 Bz b
Memurs Moceen & 2 A Veelty seusts Qutariee Swap ol = IV o - 2 EL

42
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Institutional grade investment strategy, about 40 ETF / futures B o

21% CAGR, Sharpe 1.8, 19% Drawdown
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: : Logicalilii
Integrated Portfolio Solution e TR

® How to benefit in your own portfolio:

» Review our strategies, design your Portfolio, get your monthly signals
® Educational Articles + Research Whitepapers
® Portfolio Buillder + Consolidated Signals (Free preview)
® Free, full access two months try-out: www.logical-invest.com/just-for-aaii-sv

B Sounds complicated and time consuming? 3 Steps, 15 minutes a month

1) Portfolio (One-time) 2) Signals (5 min) 3) Execution (10 min)

s e SR RSP §T§:’s‘:v S p
' 3 et x| v ri o

) | chartes

) Interactive Brokers
‘ Tihe Professionar's Gilensy 12 Yoo #wkls Maniots

+ most other brokers



http://www.logical-invest.com/blog/
http://www.logical-invest.com/strategies/research-whitepapers/
http://www.logical-invest.com/new-beta-tool-easy-consolidated-signals-for-your-all-strategies-custom-portfolio-now-available-401k/
http://www.logical-invest.com/just-for-aaii-sv

Logical Invest
@ AAII Silicon Valley
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Bond Rotation “Sleep Well”

Annual Return: 14% (new 17%)
Sharpe: 1.4

* Long Term Tsy, High Yield, EM Bonds, Convertibles
= Single digit drawdown, steady performer
= New adaptive version introduced Jan 2015

Page 46



Logicaliiiiss

Intelligent Portfolio Strategies

Performance:
Risk Score: * Porformance: Annual Performance vs. AGG - iShares Barclays Aggregato ETF
3 Manths 12 Manths Sings Incaption ©
feturn 25% 2.3 182.0m ‘ D
CAGR 11.0% 9.3% 13,60
valathty tann.) 87w ERLY 750 .
DrawDawn 5.0 4 9.7% |
Sharpe (%) 0.2 104 142 PR —
Joos  3mos 018 sont 082 oz 204
Stratepy Benchmark: AGG - Shares Sarclays Ageregate ETF
B strategy Parformance B senchmark Performance

1
é.'
§

13 2014

2008 2009 2010 2011 2012

1 2001

o _avsiio_Jie|_ 060135 oo |t | |G e | 1 e 70, )

Entry Exit Symbol Allocatis ymbol Ret Strategy Ret Acoum Strategy Ret Ann Strategy Ret Senchinark Ret Accum Senchimark Ret  Ann Benchmark Ret i
33172085 &/&/201% nr £ .03 -0.0% 15402 235 o 39.29 152
IILWES 2018 bl « -0.18 -0.0% 15402 2.35 0 39.29 1.5
Y201 VIO w S0 1.08 0.5 154.20 4 030 59,29 12
WANIIS WI018 v = -0.06 0,53 15426 244 0.38 3.2 1.5
1/33/202S  2727/201% nr 50 “6.14 «3.22 152.96 192 0.9 38.78 122
1733)201S  2/27/201% Lo 50 -0.31 3.22 152.9% 192 0.9 38.76 Lis

12/31/2018 /3172015 mnr & s.22 532 16139 532 2.08 20.02 2.05
12/3U2084 173172015 own &0 -1.43 R 16139 R .06 40,02 2.0%
TIA%2034 33/31/2014 T 0 142 0.? 1403 10,01 a8 a2 4
1282013 12/31/3014 BOND 52 «0.02 0.7 422 10.0t 018 37.2 5 o

a7



The BUG — Enhanced
Permanent Portfolio

Annual Return: 10% (lev. 14%)
Sharpe: 1.0 (1.3)

= Equity, Bonds, Gold + Tips, Intl. bonds, convertibles

= A conservative strategy with a bond-like risk/return
profile meant to reduce risk in all environments, even
Inflationary. Volatility, trend filtering, momentum and
mean reversion criteria result in progressive
overweigh-underweight of assets.
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Intelligent Portfolio Strategies

Performance:
Risk Score: * Perfarmance: Annual Performance vs. AGG - iShares Barclays Aggregate ETF
IMonths  12Months  Seice Inception e
Return 13% 107w 12308 L
CAGR 0% 0.7 10.3%
Velatility (ann.) 1.2% 6.2n b.9%
CrawDown 29 3o 55%
Sharpe 3M) 03 123 106 -i0 |

&?m:o:wm;o#tm;xxum.u
Stratogy Bervchmark: AGG - (Shares Barclays Aggregate ETF
W strategy Performance B Benchmark Peformance
120%
100%

B0%

From:| 01052007 [te: 05012015 7oom:| 1month | 3 months | 6 months | 1 year | YTD | MAX |

totry et Symbol All ymbol Ret gy Ret  Acoum gy Ret Ann Ret hmark Ret  Acoum Benchmark Ret  Ann Deachmark Ret i
NI 015 44018 nr % 0.a3 0,22 121.4% .55 0 4784 a1
33172015 4/472015 Py % o 0.22 12149 235 ] 4704 PR3
3/31/2015 4/82015 PCY 0 c91 0.22 121,49 235 e 47.82 21
3/31/2018 4472015 cwe 26 01 022 12145 35 0 4784 241
AI72018 ¥N2018 nr 2 108 -0.2% m 1 0.3 4704 1
237705 VS oY % -8 «0.25 1F1] 213 0,38 47.84 a1
2/27/2015 3731/208S cwB % 008 0.25 123 2143 0.38 47.84 21
2/27/2015 3/31/2015 PCY 20 -0.56 025 121 213 0.38 47 88 2.1
222018 YT201% nwr P -5.70 0.7 121,56 3 -0.85 47 17

018 WIS Ll * 453 -0.7 12156 S L -0.0% 7.9 171 -
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Performance:
Risk Scorw: ! Performance: Annual Performance vs. AGG - IShares Barclays Aggregate ETF
IMonths 12 Months Singe Incepton %
Return 1.0% 12.5% 1EB.OW o 12
CAGR 4.0 125w 1380
wolatiiny fann) 96w 79 B2 =
TrawDown -4.0% 4™ 6% o
Sharpe (3% 210 1.20 t.32 Y —
07 3008 3008 3010 2013 013 33 04
Steategy Senchimark AGG - iShares Barday: Aggregate ETF
B strategy Performance B senchmark Performance

2007 2008 2009 2010 2011 2012 2013 2014
| U
From:| 029052007 |tec| 05012015 | zoom:| 1 month | 3 months | & months | 1 year | YTO | MAX |
Entry Exit Symbol Allocation Symbol Ret Strategy Ret  Accum Strategy Ret  Ann Strategy Ret  Benchmark Ret  Accum Benchisark Ret  Ann Benchmark Ret i
Y320ms  deanms ey n 0 045 12821 1.94 ° 4828 23
3/31/2015  4/4/2015 nr 26 0.03 0.5 @521 1,94 o 4828 21
3/31/2015  4/4/2018 nF n 04 c.a5 186,21 194 Ee] £8.28 a3
IIV2015 442019 5MY 19 -0.01 D45 18621 1.54 o 4020 21
/312018 4/42018 Py n 0.91 .45 10621 1,94 0 40,20 1
23172015 4/472018 <we n 01 0.e5 18621 1.4 e 46.28 23
2/27/2015 3/31/2015 nr 31 1.00 037 15493 1.49 0.38 £8.22 22
2/27/2015 3/31/2018 SPY 26 -1.57 -0.37 3493 145 0.3 4828 21
2/27/2015 W3L/2015% owe 3 -0.08 ~0.37 18493 145 0.3 es.28 1
2222018 3/31/2014 Y n -0.96 -0.37 194,93 1.4% 0.5 &8.20 Al .

Logicaliiiiss

Intelligent Portfolio Strategies
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Global Sector Rotation

Annual Return: 25% (aggressive 26%)
Sharpe: 1.4 (0.8)

= 27 global sector ETF + Treasuries
= Performs even when general market down

= Excellent diversifier in portfolio, low correlated to
market and strategies
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Intelligent Portfolio Strategies

Performance:
Risk Score: * Performance: Annual Parformance vs, AGG - IShares Barclays Aggregate ETF
IMonths 12 Monaths Since Inception 40
Return 2% 3% 152.0m S
cAGR 11.0% 0.3m 13.0m
volatiity (ann ) &7 6.1% 750 X
Drawlomwn -50% -5.0% £.7%
Sharpe {(3%) o2 102 142 20 . .

Strategy Benchmark: AGG - IShares Sardays Agpregate ETF

I8 strategy Pedformance B 2enchmank Perfaemance

2008 2009 030 2011 012 013 2014

From: 01022008 |te| 05012015 | Zoom. 1 manth | 3monthe | & months | 1 year | YTD | MAX |

Entry Exit Symbaol Allocation Symbel et Strategy Ret Accum Strategy Ret Anm Strategy Ret Benchmark Ret Accum Benchmark Ret  Aan Benchmark Ret i
IILI0LS  AA0IS nr 40 0.03 -0.08 154,02 235 0 35.29 1.5
¥3u/2018 Waz018 K 50 -0.38 -0.08 154,02 35 0 39,29 152
A0S W08 nr 50 1.9 0.51 153,28 144 0.3 ».29 1.5
23S 33015 cwe 50 -0.08 o5 154.26 142 c.38 0.2 1.52
1/33/2085  2/27/201% Tr 50 6,14 +3.22 152.9¢6 192 0.9 38.76 114
/342015 2/27/2015 PCY S0 +0.31 *3.22 152.96 192 0.8 3876 1,13

12/31/2084  1/31/2018 Tr 60 8.8z 32 161,39 s.32 206 40.02 205
13018 VIV2018 <we @ -1.43 >0 18135 32 00 “0.02 206
I/INI034 13/51/3014 T 50 142 oy 1602 10.01 018 ”2 &
L3/28/20834 312/331/2018 BOND 50 002 0.2 148.2 10.01 0315 n2 6 o
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Intelligent Portfolio Strategies

Performance:
Risk Score: * Performance: Annual Performance vs, VHGEX - Vanguard Global Equity iny
IMonths 12 Months Since Ingepten
Return -0.0% 1.9 LR TN 2T
CAGR 0.0% 1.9% 5.5
volatilty {ann) con 11.3% 27.9%
Drawdown R A 132% 30.7%
Sharpe (3%) 43 000 081 = X B . s
2008 o w0 011 w2 piiss 214
Stratagy Banchmark: VHGEX « Vanguard Gobal Equity ny
B strategy Pecformance B 2enchmark Performance
500%
400%
300%
200%

1ot 3

2008 2009 2010 2021 2012 2013 2014

From: 01022008 |te| 05012015 | Zoom: 1\ manth | 3 months | & manths | 1 year | YTD | MaX |

Entry Exit Symbaol Alk Symbol Ret Strategy Ret Accum Strategy Ret Ann Strategy Ret Benchmark Ret  Accum Benclunark Ret  Ann Benchimark Ret i
32085 &/4/2015 FPx 80 -0.5% 0.79 418,79 0.35 ce 2455 438
3/342015  2/4/2018 TaN 20 2188 0.79 £18.79 035 (X 2455 4.35
22712015 3312018 R 60 -o.87 b | 41874 -0.43 -0.32 23.81 373
HININS 3018 SOIL <0 -0.95% -3 414,74 -0.43 -0.32 30 373
VA0S 21018 o 60 342 24 4325 .96 555 PEirY 406
$/33/20t5 /377008 nr 40 “6.14 04 4un 2.96 555 _n 405
12/31/20038  1/31/2015 mnr S0 3.82 338 43245 338 ~141 17.67 1481
12/31/2003  1/31/2015 FEW S0 -3.06 338 43245 338 -1.41 17.67 -141
13/28/2018 12/31/201¢ [t5) 30 -85 o.30 416,50 032 -L.55 12,36 433

1172002014 12/51/2014 =N 30 -1.44 .30 416,50 0.3é -1.5% 1956 433 .
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Universal Investment Strategy

Annual Return: 14% (3x 44%)
Sharpe: 1.1 (1.2)

= S&P 500, long term treasuries

= Simple concept, complex algorithm
» Base strategy for any account
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Intelligent Portfolio Strategies

Performance:
Misk Score Performance: Annual Performance va. 507 - SPDR SAF 500 £TF
IMonths 12 Mooths Smce Inception
Aaturn A 205w 1,38
CAGN 10.6% 20 9 1
Volatilty (ann) (¥ o 101
OranOown B SR AVdw
Sharpe (3%) 1.63 255 100 -
2002 nod 2007 3000 01 08
Srategy Benchimark! SOV . 400M S4.0 500 ETF
B Strategy Pedormance B aenchman Purfermance
300%
200%
100%

~100%

2002 2004 2009 2006 2007 2000 1000 2010 1011 2012 10113 2014

1004 W Jeliatl ' ! ) 114

From| 01422000 || 08012015 | zoorm:| 1 month | 3 morthe | 6 months, | 1 yeer [ YTO | MAX |

Catry Exit Symbal Allocation Symbol ftet Stratogy fel Accum Strategy Ret Ann Strategy et Senchmark Bet  Accum Benchmark Bet  Ann Bonchmark ot i
VAR018 42018 ey 00 o 0.0 mr “; 0 196,04 0.00
A8 w2018 nw - 0.0 0.01 man L e 106.64 cee
2IT/2018  WIV2018 Sy su L7 034 T a1 157 196,64 c.os
27018 AIL2018 nr &0 Lo® ‘0.34 3T a1 ~1.57 196,64 one
V32018 aviaonn Y 0 LX) 0.20 e “a LM 0137 149
Va0 perns nr L1 434 030 e “ LM 20137 i
12/31/2014  1/31/2018 L “0 2w 4y man ar 2.0 108,03 307
LU/2014 1A 2018 nwr 11 LR 5] L) ms 47 .97 ILLNA 297
112072004 12/31/2004 sPY 5o 038 Ls %70 .56 0.3s 194,08 12.9¢

1V/20/°2014 123142014 nwr %0 338 1 5] 379 2156 0.3 15409 1% o
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Intelligent Portfolio Strategies

Performance:
Risk Score: * Performance; Annual Performance vs. SPY - SPDR S&P 500 ETF
Isonths 12 Montia Since inception
R 101% 6479 SO68 1
CAGR L4949 B4 7% 44.1%
Volatdiey (ann.) 57w 204% 33.0m
Drawlown B -127% ~a41%
Sharpe (3IW) 140 303 124 00 L = = . - =
2008 2008 2007 2008 2011 2003
SArategy Benchmiark: SPY - SPOR S&P 500 £TF
W strategy Pertormance B Benchmark Parformance
10,000%
8,000%
6,000%
4,000%
2,000%
w 5
|
-2,000% 5
2002 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
2004 2008
from:| 11082002 |t 0501-2015 | 2ocer:| 1 menth | 3 months | & months | 1 year | YTO | MaX |
Entry Exit Symbol Allocation Symbol Ret Strategy Ret  Accum Stratogy Ret  Ann Strategy Ret Benchmark flet  Accum Bemchmark Ret  Ann Benchenark Ret i
3/31/2015 4/472015  SPAL 50 047 0.27 9617.57 15.53 0 1e0.8L 042
3/31/2015 &/a2015 ™ 50 o071 0.27 9517.57 1553 ] 189,61 0.4
V2015 V32015 SPXL 50 -9z s 95510 1522 -1A7 199,01 o4
V92018 A8 ™ 0 952 3 89510 %22 ~1.47 109,01 04
253015 32015 “0xL 50 &.07 4.5 933538 1241 21 194,15 1.9
252015 3/5/2015 ™ 50 ~$5.06 45 9355.38 12,41 211 19415 1.91
17/2015 2/S/2015  SPXL 20 <.88 459 $800.73 7.7t 188 188,08 -0.29
V72015 2S/015 TR %0 443 435 5806.73 17,71 188 100.00 -0.19
/4204 UT2018 Pl 0 4.7 12.%4 9364.00 1254 -1.04 102,76 24
WAL 1T/2015 ™ 50 5.3y 1254 9366.08 12.54 ~2.04 182.76 e
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Global Market Rotation

Annual Return: 36% (Enhanced 40%)
Sharpe: 1.4 (1.4)

= Equities US, Europe, EM, LA, AP + Treasuries
= Core strategy for balanced portfolios
= Enhanced version adds Inverse Volatility

PPPPPP
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Intelligent Portfolio Strategies

Performance:
Risk Score: © Performance: Annual Performance vs. VHGEX - Vanguard Global Equity Inv
I Months 12 Montns Sincg Inception . AT
Return 2.7 112 azur 1

CAGR 35.2% 11.2% ELS2

Vodatility ann.) 10.5% 12.5% 34.4%

DrawDown B A4.6m 311%

Sharpe (33) 3.08 0.5 1.36

Strategy Benchmiark: VHGEX - Vanguare Global Egusty iny

I strategy Performance B Benchmaek Performance
4,000%
3,000%
2,000% i
g

1,000% § i

B3 i
0% e —— e —_— e e
1000w : :

2003 2004 2008 2000 2007 2008 2009 2010 2011 2012 2013 2014

2000 WL oYY 012 2013 2014

From: 01022003 |to| 05012015 | Zoom:| 1 month | 3 months | 6 moetha. | 1 year | YT [ MAX |

Entry Exit Symbol Allocation Symbol Ret Strategy Ret Accum Strategy Ret Ana Strategy Ret fhisark Ret  Accum chimark Ret  Ann Benchimark Ret i
32015 442015 Moy e -0.02 0.0 4378 7.45 0.6 23547 4.36
VIS &A2018 Loy b 03 005 a7 748 0.8 23547 4.3
YNNI V2018 MDY L 133 1.3 asroay 7.36 -0.33 N .73
22008 ¥R /2015 Eov 40 145 1.3 437037 7.36 -0.32 3147 A7
1/38/2035 /2772015 MDY 80 5.03 053 430038 59 555 23453 408
1/31/2015  2/27/2015 EDV 40 9.12 053 4309.33 59 5.55 23453 4.06
12/38/2008  1/31/2015 EDV so 1825 857 433735 &57 ~14L 21693 ~L41
12/31/2014  1/31/2015 Mo 50 -14 6.57 433735 5,57 -1.41 21693 -141
11/20/2014 1273172018 EOY (-0 4417 123 4063,64 -1.03 -1,55 22147 “»n

11/20/2014 12/31/2014 Mov ac o83 2.8 408304 -1.03 -1.3% 2147 43 .
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Annual Performance vs. VHGEX - Vanguard Global Equity lov

Performance:
Risk Score: © Performance:
IMonths 12 Momhs Since Incepton
Return 6.4% 177w 6222 6%
CAGR 20.0% 17.7% 03
Volatiity (arn.) 10,4 12:1% 26.5%
DrawDown RS -15.2% At te
Sharpe (3W) P 0.86 141
Strategy Banchmarc VHGEX - Vanguard Global Equity Iw
B strstegy Performancs B Benchimack Perdormance
6,000%
5,000%
4,000%
3,000%
2,000%
1,000%
0%
-1,000%
2003 2004 2005 2006 007 2008 009

From: 01422003 |to

Entry
3/31/2018
3312018
2/22/301%
272772035
1/31/2015
1/31/2015
12/31/2014
12/31/2014
11/20/2014
11/28/2034

2010

Exit Symbel Allocation Symbol Ret Strategy Ret Accum Strategy Ret Ann Strategy Ret

442018
442018
VIviers
311018
2/27/20:5
212772088
1312015
VI1/201%
127312014
12/312014

§9§3§8%8%34¢8

033
~0.02
1.4%
1.33
.12
5.03
14325
-1.1
a1?
0.83

LLL888BEIY

0.0%
0.0%
1.3
1.38
42.05
*2.05
6.57
6.57
s
s

835623
035643
6330.91
385001
628317
626347
6356.03
63%6.03
995433
S¥eE33

592
592
.8

w1

w1

2013

2001 | 1 moreh | 3 months | & menths | 1 year | YTD | MAX

Benchmark Ret  Accum Benchmaek Ret  Ann Benchimark Ret

08
0.6
-0.32
-0.32
5.58
5.55
-1.41
-1.41
-1.5%
155

436
436

Logicaliiiiss

Intelligent Portfolio Strategies
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Maximum Yield Rotation

Annual Return: 53%
Sharpe: 2.0

* |[nverse Volatility + Treasuries

= One of our most aggressive strategies with a ‘dream’
Sharpe Ratio

= Blends excellent with Universal + Bond Rotation
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Performance:
Risk Scare: * Performance: Annual Performance vs. SPY - SPDR S&P 500 ETF
I Months 12 Mooths Since incapton w
Returny 4.0 T, AF33n |
CAGR 1855 25 2.6
voiatility (3an ) 1579 17.7% 24.5% 2]
CrawDown T 12T 14.2%
Shatpe 13%) 093 138 202 sl
Stratepy Banchmark S2Y - SPOR S4P 500 ETF
B strategy Performance B enchmark performance
500%
400%

300%

200%

100%

o
Gt d* adaptive allocation

2011 »l 2012 Jul 2013 Ml 2014 Jul 2015

From:| 01032011 [to: 05012015

Zoam:| 1 month | 3 months | 6 manths | 1 year | YTD | MAX |

Entry Exit Symbol Allocation Symbel Ret Strategy Ret mma& Ann Strategy Ret Benchmark Ret  Accum Benchmark Ret mmu '
3/3L/2018 442018 v sC -C.&0 -0.07 357 ¢ 7819
NIU/2018 4/4/2018 v 0 0.3 -0.0Y m.u 397 0 ™19 0 u
NIY20LS  N33/2018 v kL o4 .87 0T 405 074 7810 0.08
3132015 3/312015 0w k1] 4561 .67 0711 408 074 7219 0,88
2/27/2015 31372015 o ) - -3.53 -213 497.16 234 »2.29 75.88 0.14
2027/2018  3/13/204% <oy Ao -3.02 -2.13 497.16 234 -2.29 76.08 014
2/13/2018 /2772013 b4 L1 a3 s 31013 455 0. 5103 2,45
ALN2018 2202018 @ 50 1.43 FE 51013 456 042 &1.03 2,49
/312015 27132018 av E 7.77 “_9s 49206 1.62 sae 80.20 2.06
173172045 2/13/2015 = ¢ ~10.4 -435 492.96 1.62 5.18 20.28 208 »

61



