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Index ETF Rotation
Broad market exposure in long-term uptrends

Adaptive
Asset
Allocation
An alternative to traditional
buy and hold strategies

An alternative
to traditional buy

and hold strategies
We use various complimenting strategies, 

based on the existing market environment, 
with a goal of participating in rising markets 

while providing capital preservation and 
downside protection to our clients. Our 

nimble and adaptive strategies help reduce 
our clients' stress caused by longer term 

market disruptions, given the increased ability 
to generate consistent returns. Using a 

combination of quantitative technical analysis 
and a fundamental approach, our strategies 

adapt to evolving market conditions across a 
broad spectrum of products. Prudent investing 
and risk management support an allocation of 

assets based on each clients' suitability; 
investments are allocated to stable returning 

alternatives, supplemented by a varying degree 
of higher return opportunities, depending on 

each clients' risk tolerance levels. 

Strategy Strategy DescriptionAccount Value

Increased SP500 Allocation

Bonds for companies with reasonable
balance sheets in distressed industries

Long/short exposure to VIX using
VIX Exchange Traded Notes

Individual Stocks with
covered calls/cash-covered puts

SP500 Rolling Hedge

High Yield Bonds

Volatility Glide
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Stock and
Equity Options

Capital
Gains

Overall
Market

Individual
Stock

PRICE OUT PERFORMANCE

4
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%

Individual
Stocks

SP500

Additional
$ to portfolio

YIELD OUT PERFORMANCE

Option premium decays as time passes 
providing a different opportunity for 

potential profits

Focused exposure on individual stocks with potential to 
out-perform broad market either in price or yield. Option 

overlay to capture premium with passage of time

Volatility
Profit from declining volatility that
typically follow stock market drops

Slowly over time

Deflated

Calm
return

to market

Inflated

FEAR

UNCERTAINITY

CRISIS

DEMAND FOR
PROTECTION

Stock market turmoil
quickly inflates volatility

Eventually fear and uncertainty 
subside deflating the balloon

Transition from inflated state 
(high volatility) to deflated 
state (low/normal volatility) 
creates profit potential using 
volatility instrument

IN

OUT

FALLING MARKET

RISING MARKET

High-Yield Bonds
Identify above average total returns while balancing default risk

(Values as of September 2016)

1.1%

4-8%

BB or less graded

2022 bond

AAA graded

2022 bond

Investment grade
5 year bond

Sub Investment grade
5 year bond

Shorter periods of time exposed to default risk 
somewhat insulated from interest rate risks

INCREASE DURATION

DECREASE CREDIT RATING

Bond due in

2017

Bond due in

2027

Longer periods of time exposed to drawdowns caused 
by rising rates insulated from default risks

0.5%

1.7%

Past performance is no guarantee of future results. This piece is provided for informational 
purposes and is not intended to provide specific investment advice. Rather, it outlines strategies 

employed in the ongoing investment advisory relationship with current clients. It contains my current 
opinions and those are subject to change. Information, data and graphs are derived from sources 

deemed to be reliable, but are not guaranteed. Investing involves risk, including but not limited to 
loss of principal. This is not a solicitation to buy or sell any security, strategy or product.

S&P 500
Rolling Hedge
Proportionately larger SP500 allocation
with tail-risk protection

ROLLING
HEDGE

SLOW,
SMOOTH

AND ALL FUN
FAST

DESCENT,
NOT SO FUN

WITHOUT
ROLLING
HEDGE

Rolling hedge provides protection primarily 
during  sharp, rapid declines in SP500 

rather than slow & gradual

There are two ETF strategies 
utilized depending on market 

conditions. One relies on stock 
market indices (e.g. S&P 500, Dow 
Jones Industrial Average, NASDAQ) 

while the other is comprised of 
various market product types (e.g. 
stocks, bonds, commodities). ETFs 
are similar to other indices because 

they aggregate many assets into 
one value which mimics the 

performance of the underlying 
constituents as if an investor owned 

each one individually. Primary 
benefits of ETFs include 

diversification, which lowers overall 
risk, and minimal transaction costs 
to the investor. Because of these 

unique attributes, careful 
monitoring of market opportunities 

can be monetized by ETF 
Rotations. Rotations have 

predetermined criteria and are 
re-evaluated on a monthly basis. 

Exchange Traded Fund
("ETF") Rotations

Intended Benefit: Flexible and diversified 
market exposure across industries and 

product types

To supplement the broad market (i.e. 
ETF) strategies, single-stock 

investments can be considered using 
fundamental research, which is 

provided by a proven and 
independent third-party. For suitable 

investors, this approach deepens 
specific company exposure and 

provides a low-risk option strategy. 
Typical investments that fit this 

criterion include large companies that 
pay regular dividends in stable and 

developed industries. 
Prudent investing in underappreciated 

assets that pay regular dividends 
provide a lower risk enhanced return 

opportunity. 

Stocks and Equity Options 
Intended Benefit: Focused market exposure, 

via single-stock selection, comprised of dividend 
paying assets and potential for premium capture 

Volatility is a market term that 
measures the inflections or changes 

in performance over time. These 
changes are tracked in their own 

index, referred to as the VIX Index, 
and can be analyzed for investment. 

Because the VIX measures change, a 
performance chart tends to depict the 
inverse of the market's performance. 

For example, consider a sharp 
decline in the S&P 500. The change 

(or "volatility") in the periodic values of 
the S&P 500 would be meaningful, 
thus, resulting in an increase and 

upward sloping VIX Index. Historically, 
volatility occurs quickly and slowly 

tempers over time. Careful monitoring 
allows for opportunities to sell 

volatility (i.e. taking a "short" position 
in the VIX Index) during these periods 
of slow decline. These opportunities 

tend to be short-term strategies which 
can range from a few days to a 

several weeks. The intention is to find 
opportunities to profit in times of 

declining or stagnant stock market 
prices.

Volatility Glide 
Intended Benefit: Participate in declining 
volatility that typically follows dramatic 

stock market fluctuations 

Compared to equity (i.e. stock) 
investments, bonds are, by 

definition, a lower risk alternative 
given their seniority treatment in a 
hypothetical bankruptcy situation. 

They usually pay semi-annual 
coupon payments for a specific 

period of time. High-yield refers to 
the type of company based on an 

assigned credit rating which is 
determined based on the perceived 

ability for the company to pay its 
coupon obligations. Compared to 

investment grade companies, 
high-yield bonds are deemed to be 

relatively more risky which offer 
greater reward and return for its 

investors. Similar to stock and equity 
option strategies, third-party 

fundamental research is used to 
identify prudent high-yield bond 

investments. By analyzing individual 
companies' financial health and their 

ability to pay ongoing coupon 
obligations, actual default risk can be 

more thoughtfully assessed. 

High-Yield Bonds
Intended Benefit: Earn an above average 
return by identifying cash flow producing

companies with higher perceived default risk 

For those clients who desire a larger 
than typical S&P 500 allocation (up 
to 50% of account value), we offer a 

"Rolling Hedge" strategy to help 
mitigate the risk and volatility 

associated with larger position sizes. 
Using SPX index options, we provide 

a degree of partial downside 
protection primarily for sharp, 

sudden downturns in the index. This 
type of move is sometimes referred 

to as "tail-risk" as these are 
somewhat infrequent events, 

represented at the tail end of a 
statistical bell curve. 

S&P 500 Rolling Hedge
Intended Benefit: Proportionately larger 

S&P 500 allocation combined with 
tail-risk protection 
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