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Synopsis: Many Liquid Alternative strategies are struggling in 2018. In this video, we specifically examine a Multi-Asset Momentum strategy to assess:
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Hello everyone, Rodrigo Gordillo here from Resolve Asset Management. Today, we’re going to cover a
Visual History of Multi-Asset Momentum strategy with Risk Management using Mean Variance Optimization. And the real goal of this presentation is really to give people, that are thinking of investing in
this multi-asset space, a good idea of the character of the strategy over good times and bad times…
so that we can hopefully understand it enough, we can hold on to it for long periods of time. But before
we do, let’s just take a second to read through the disclaimer that has all the information that we’re
going to cover here in this presentation. Please pause and read through, otherwise you can download
the presentation and read through it that way.
Let’s talk about the data that we’re going to present. We’re going to show you, historical performance
of a bunch of benchmark indices across the world: equity indices, commodities, gold real estate, treasuries… so we can get a feel for how those asset classes have interacted over history and periods of
trending markets and non-trending markets. And at the same time, we’re going to overlay the performance of a back-tested strategy – a Multi-Asset Momentum Strategy – as described in the whitepaper
that we wrote called Adaptive Asset Allocation – A Primer in 2015 and published in the Social Science
Research Network.
Now what we’re going to do with this approach is we’re going to scale it so that we’re hitting a 12% volatility mandate, which is the high volatility mandate that we see that matches a balanced portfolio… a
global balanced portfolio volatility type of strategy. And what we’re doing here is we’re going to re-balance the portfolio, 1/20th of the portfolio, once every trading day. So 20 times a month, but only 1/20th
of the portfolio is traded in a trading day.
But with that, we hope that we can understand a little bit of the character of the system in periods of
high volatility and trendless markets like we’ve seen in 2018. So why don’t we get to it?
Alright, so what we want to get from this is understand the type of ingredients that we need in order to thrive in the market to provide top tier performance. And sure what we need is stable volatility
regimes… and what we really mean by that, is we don’t care so much about whether a market is
highly volatile or not. What we care about is volatility ‘phase shifts’. So if there’s a lot of “low-volatility-to-high-volatility-back-to-low-volatility” type of environments, it’s not going to be fruitful for Momentum strategies that apply some sort of risk management.
Moreover, what we’re going to need in an ideal environment is a large dispersion. So what we want is
big winners, big losers, and distance between… or differentiation between those asset classes and
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their trends. And the last thing that we’re going to need is that, those trends that do exist through that
dispersion, we want them to be as persistent as possible. And we need at least two or three of those
asset classes to be doing well, and acting calmly and trending really nicely. Now these things don’t
all need to happen at the same time, but if you want to be in the top tier for 12-month periods, these
are the ideal ingredients. And in fact, this is what we saw in 2017. In 2017, we saw pretty persistent
trends… there were really no volatility shocks to speak of … you had big winners and big losers, a lot
of dispersion between them. And you had a handful of asset classes that you can transition into. And
so, in these types of environments, you could expect a multi-asset momentum strategy to lay near the
top of the performance spectrum.
Okay, so what’s the opposite of that? The opposite is when we have abrupt volatility spikes, low dispersion… low dispersion just means not a lot of difference between the winners and the losers. And
then the third thing is a lack of trends, so a lot of small – by small I mean short-lived trending asset
classes that move back and forth, and confuse the system.
So, this is this leads to a lot of unproductive trades and it actually hurts a multi-asset momentum system.
And what do we see in 2018? We see precisely that type of ‘kryptonite’ for these strategies. In the
beginning of the year when the trend broke, it broke really hard, really aggressively. And when you’re
targeting to different volatilities… when your risk managing, what’s going to happen is volatility spikes
and you’re going to see these asset classes go down, the system’s going to reduce its exposure to
these asset classes, start transitioning to things that are working – at that point it was gold, commodities and a little bit into treasuries. But the real ‘kryptonite’ is when that volatility reverts back and asses
classes rebound really aggressively; if you risk manage, you are not going to rebound with them.
And for the rest of the period, what we generally see after these spikes, is a period of non-trending
markets.
Alright, so you see commodities trending up, then dying down. Gold trended up and died down, then
you had the rebound in the latter half of 2018 with US equities, which transitions the system back in
there.
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It’s just a lot of noise and not very long-term trends that we can take advantage of. And then once
again we see a volatility spike near October that leads us to be at the bottom of the spectrum… as
one would expect from periods of trendless markets and high volatility, right?
So what I want to cover now is not just what’s happened recently, but when have we seen these types
of markets in the past. These are ‘kryptonite’ events for Multi-Asset Momentum. One could consider
them to be almost three standard deviation of event types. They don’t happen often, but they do happen. And you would expect these periods to be the largest peak-to-trough loss that you would see in a
system like Multi-Asset Momentum with risk management.
So I what I want to do is take you back in history to other periods where we’ve seen these three standard deviation events, and what the political and policy parallels are, that lead to these type of market
movements. What I’m doing here is I’m going to show you four different times in history. 1994 was the
first period… we’re going to show you ’94 on the top left, 2004 in the top right, 2006 on the bottom left
and 2013 at the bottom right. Now, what do all these periods have in common? They all tend to revolve
around a period of policy change and policy shock. For example, in 1994, Alan Greenspan saw that
inflation was getting away from him… and he actually raised rates from 3% to 8.75% in a 13-month
period, and a few of those times were completely shocking to the market, the market did not expect
those rate hikes to happen. And what happens when you’re re-pricing cash, when cash is much more
attractive, is that everything has to be discounted by that excess cash. And every asset class tends to
correlate. A system that uses multi-asset momentum and mean-variance optimization, which is the basis of creating diversification to the different movements of these asset classes… when diversification
goes away, then you’re going to suffer… and you’re going to suffer with everybody else.
Now you can see that, similar to 2018, we saw that leg down, a lot of consolidation, not a lot of dispersion… another policy shock, the system ends at the bottom of the barrel in 1994. Similar idea here in
2004. 2004 was another bond massacre. It was trying to break the back of the housing market (bubble) by raising rates… similar idea, at the bottom of the barrel. 2006 was the last rate hike before the
great financial crisis, so one too many hikes… markets did not expect, a similar idea. And then QE…
the end of QE, the ‘Taper Tantrum’ in 2013, and we’re at the bottom, right. The key to understand now
is, once these shocks occur… these type of policy shocks tend to be abrupt, quick, hurt diversification… and then what we really want to understand is: does this “break the system”, or do we see diversification creep back in? Asset classes start moving differently… and what happens to trends. In every one of these circumstances, what we see is that the following year trends start to emerge, volatility
dies down, dispersion tends to exist and, once again. So big winters, big losers, and these again are
favorable for the Multi-Asset Momentum systems.
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And you can see that in every case we end up being the complete opposite of the previous slide,
being at the top of the heap in every circumstance. And know that in 2007, being at the top of the heap
didn’t require an equity bull market in order to provide decent returns. It got its trends from commodities, from treasuries, from gold… while equity markets were struggling. So, the important thing to
understand when we look at history, is that there tends to be a bit of a mean reversion when it comes
to trend and stability.
So, what I want to show you in this chart, is how the Multi-Asset Momentum system handles these
types of peak-to-trough losses… and what the recovery time is when compared against just being a
buy and hold investor, to any traditional asset class whether it be US equities or treasuries. In history
we’ve seen large draw-downs and long times to recovery.
So this chart just shows the peak-to-trough loss and then correction (recovery) time for the Multi-Asset Momentum strategy, contrasting it with the MSCI All-Country World Index. So what we see is that
the worst periods, the biggest drawdowns, happen to be in these policy shock events: where you can
see in 1994 there was a peak-to-trough loss of 20%; in 2004, almost 20%; 2006 we’re looking at 16%;
a little bit during 2008, when the market started to turn around. And we’re seeing it again in 2018. But
the difference being that the recovery time seems to be quite quick, right? And again, this is due to the
fact that we don’t stay in these trends… we’ve clearly been dominated by the momentum in equities
over the last couple of years, and now that it’s turned around we’re taking a hit. But if that continues,
other things will emerge and we’ll be able to transition out of… or rather the system will be able to
transition out of it.
And so, this is a key differentiator, and important to understand, that shocks like these affect multi-asset systems very quickly, but they also tend to recover fairly quickly.
We’ve been looking at this situation through a microscope, looking at what happened this year, what
happened last year… and in particular points in time. Now, what I want to really do is take a step back
and assess whether all of this that I’ve just shown you really matters in the long-term context.
Every system that you’re going to invest in, doesn’t matter what it is, is going to have its good periods
and it’s bad periods. The key is in understanding the character through thick or thin, and being able
to take a step back and see what this really impacts in terms of long-term performance and long-term
price action. And when we look at this back-tested strategy going back to 1991, what you see is that
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it’s very tough to really identify those periods of duress. If I asked you to point it out, and I’m sure you
probably could… but even if you could, for example this is ’94, it doesn’t really look that bad, does it?
This is the period of 2004… 2008… 2013, and this is the period currently.
At the end of the day, the strategy seems to be doing what it’s doing… it’s having a period in a time
where we’ve seen it be affected negatively before. And the question is, where do we go from here?
So, we are taking a 10,000-foot view with this chart… I hope it’s impactful. But why don’t we take a
step back even further? Let’s take a 100,000 foot view. And this is based on a couple of academics
– Ilya Kipnis, Wouter Keller, and then our CIO Adam Butler. We were approached by them to test out
this methodology, Multi-Asset Momentum methodology. They had data – monthly data – going back to
1915. It was a monthly rebalance strategy, and the results are clearly laid out here.
The black line represents an equal weight portfolio of 39 different asset classes. The green line represents a Multi-Asset Momentum with mean variance optimization at 5% target volatility... and the red
line at 10% target volatility. And as expected, we see a pretty robust outline, right? Because a lot of
people might say: “well, prior to 1991, it was a different policy regime… rates have gone from 16% to
what they are now, which is basically zero. It would have been different in the past…” But we don’t see
that. We don’t see any evidence that this is just a fluke of Multi-Asset Momentum only working during
a positive policy period. This clearly shows that it survives the Depression, it survives the post-war
period, the 1970s and so on… with a maximum peak-to-trough loss around negative 22%. So, once
again, if we take a big step back, we’re seeing that this is a pretty viable approach to managing money.
So going back into the microscope a little bit, just to remind people what it is that we’ve seen after periods of this non-trending, high volatility shock… and really low dispersion, is that things ebb and flow.
And when they flow, like we’ve seen in 1995, 2005, 2007, and August 2014, we tend to see the system
at the top of the heap.
All right, well that’s it for now. I hope you found this useful, and if you do have any questions please do
not hesitate to reach out. You can go to the ‘Contact Us’ button at the top, or reach anyone in the team
through social media or email.
Thank you very much and we hope to chat with you soon.
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Disclaimer
Confidential and proprietary information. The contents hereof may not be reproduced or disseminated without the express written permission of ReSolve Asset Management Inc. (“ReSolve”). ReSolve
is registered as an investment fund manager in Ontario and Newfoundland and Labrador, and as a
portfolio manager and exempt market dealer in Ontario, Alberta, British Columbia and Newfoundland
and Labrador. As well as a Commodity Trading Manager in Ontario. Additionally, ReSolve is an SEC
registered investment adviser.
ReSolve is also registered with the Commodity Futures Trading Commission as a commodity trading
advisor and Commodity Pool Operator. This registration is administered through the National Futures
Association (“NFA”). Certain of ReSolve’s employees are registered with the NFA as Principals and/or
Associated Persons of ReSolve if necessary or appropriate to perform their responsibilities. ReSolve
has claimed an exemption under CFTC Rule 4.7 which exempts Resolve from certain part 4 requirements with respect to offerings to qualified eligible persons.
This presentation is intended exclusively for accredited investors (as defined in National Instrument
45-106 – Prospectus Exemptions) and is being delivered to prospective investors on a confidential
basis so that they may consider an investment in funds managed by ReSolve or the opening of a
managed account with ReSolve. These materials do not purport to be exhaustive or to contain all the
information that a prospective investor may desire in investigating any investment opportunity. These
materials are for preliminary discussion only and may not be relied upon for making any investment
decision. Rather, prospective investors should review the funds’ Offering Memorandums (the “OMs”)
or ReSolve’s account opening documents, as applicable, and rely on their own independent investigation of the funds or the accounts. In the event that any of the terms of this presentation are inconsistent with or contrary to the OMs or account opening documents, the OMs and account opening documents shall prevail.
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS
Any fund units will be issued under exemptions from the prospectus requirements of applicable securities laws and will be subject to certain resale restrictions. Neither the Ontario Securities Commission nor any other securities regulatory authority of any jurisdiction has passed upon the accuracy or
adequacy of this presentation, and any representation to the contrary is unlawful. This presentation
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does not constitute an offer to sell or a solicitation of interest to purchase any securities or investment
advisory services in any jurisdiction in which such offer or solicitation is not authorized.
Forward-Looking Information. This presentation may contain “forward-looking information. Because
such forward-looking information involves risks and uncertainties, actual results of the funds or accounts may differ materially from any expectations, projections or predictions made or implicated in
such forward-looking information. Prospective investors are therefore cautioned not to place undue reliance on such forward-looking statements. In addition, in considering any prior performance information contained in this presentation, prospective investors should bear in mind that past results are not
necessarily indicative of future results, and there can be no assurance that the funds or any account
will achieve results comparable to those discussed in this presentation. This presentation speaks as of
the date hereof and neither ReSolve nor any affiliate or representative thereof assumes any obligation
to provide any recipient of this presentation with subsequent revisions or updates to any historical or
forward-looking information contained in this presentation to reflect the occurrence of events and/or
changes in circumstances after the date hereof.
General information regarding returns. Performance data prior to August, 2015 reflects the performance of accounts managed by Dundee Securities Ltd., which used the same investment decision
makers, processes, objectives and strategies as ReSolve has used since it became registered and
commenced operations in August, 2015. Records that document and support this past performance
are available upon request. Performance is expressed in CAD, net of applicable management fees.
Indicated returns of one year or more are annualized. Past performance is not indicative of future performance.
General information regarding the use of benchmarks. The benchmark is the Global Balanced
Portfolio (USD), a custom benchmark that approximates the total returns to a globally diversified “6040” balanced portfolio of US exchange-traded funds. This benchmark is constructed as follows: 60%
Vanguard Total World Stock Index ETF (VT); 20% iShares Core U.S. Aggregate Bond ETF (AGG) and
20% SPiDeR Bloomberg Barclays International Treasury Bond ETF (BWX). This benchmark is rebalanced on the last business day of each month, using that day’s closing trading prices for each constituent to determine the new constituent weights. The benchmark returns are calculated monthly and in
US dollars. For periods prior to when these ETF’s were available they have been extended using index
data for the same ETF.
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General information regarding hypothetical performance and simulated results. Past results
are not necessarily indicative of future results. It is expected that the simulated performance will periodically change as a function of both refinements to our simulation methodology and the underlying
market data. These results are based on simulated or hypothetical performance results that have
certain inherent limitations. Unlike the results in an actual performance record, these results do not
represent actual trading. Also, because these trades have not actually been executed, these results
may have under- or over-compensated for the impact, if any, of certain market factors, such as lack
of liquidity. Simulated or hypothetical trading programs in general are also subject to the fact that they
are designed with the benefit of hindsight. No representation is being made that any account or fund
will or is likely to achieve profits or losses similar to those being shown. The results do not include other costs of managing a portfolio (such as custodial fees, legal, auditing, administrative or other professional fees). The information in this presentation has not been reviewed or audited by an independent
accountant or other independent testing firm. More detailed information regarding the manner in which
the charts were calculated is available on request. Any actual fund or account that ReSolve manages
will invest in different economic conditions, during periods with different volatility and in different securities than those incorporated in the hypothetical performance charts shown. There is no representation that any fund or account will perform as the hypothetical or other performance charts indicate.
General information regarding the simulation process. The hypothetical results shown are based
on extensive models and calculations that are available for any potential investor to review before
making a decision to invest.
Benchmark Disclaimer Benchmarks for this presentation are created using asset class data from
CSI Data, MSCI, Ken French, Deutsche Bank, and S&P Dow Jones Indices covering the following
assets: U.S. Stocks (VTI + VFINX + CRSP Total Market), European Stocks (VGK + IEV + S&P Europe
BMI), Japanese Stocks (EWJ + MSCI Japan Index), Emerging Stocks (VWO + S&P Emerging BMI),
US REITs (IYR + CSRSX), International REITs (RWX + EGLRX), Commodities (DBC + Deutsche
Bank Liquid Commodity Index TR), Gold (GLD + Gold Spot), Intermediate Treasuries (IEF + S&P US
Treasury 7-10 Year TR), Long Treasuries (TLT + S&P US Treasury Bond 20+ Year Index TR).
© 2018 ReSolve Asset Management Inc. All rights reserved.
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