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The Good

The absolute performance across all of our Defined Risk Strategy (DRS) assets is the 
primary “good” in 2017. Given the hedged nature of the strategy, the DRS performed as 
expected. We will happily take positive gains, even if they are at a reduced rate, secure in the 
knowledge that we are prepared for the next bear market. The consistency, repeatability and 
transparency of the DRS is evidenced in the table on page 6 as well as the targeted return 
band below. The average upside capture ratio was 55% based upon the 4 equity markets and 
34% for non-equity assets (i.e., gold, treasuries and real estate).

Our goal at Swan is to provide investors with a proven solution to managing non-diversifiable 
market risk across all asset classes, which provides Swan DRS investors a superior investment 
experience. We take a long-term view and define success as greater absolute and risk-
adjusted returns over a full market cycle (i.e., a bull and bear market). We believe a smoother 
ride with lower volatility and greater absolute downside protection can help investors to stay 
the course towards reaching their goals.

Another “good” is the fact that we were able to lock in much of the recent gains in the 
market by re-hedging near the end of the year. By increasing the protection level annually, 
DRS investors continue to participate in market upside without the fear of future large sell-
offs. Instead of having to constantly ask themselves whether now is the time to buy or sell, 
investors get the joy of accruing gains in up markets and eagerly await the next bear market. 
Did you really hear me say that? Yes, at Swan we look forward to market sell-offs that are part 
of the natural DRS investment process. Similar to a forest that depends on small, regular fires 
to burn off the excess, Swan views bear markets as a necessary feature of investing that 
tempers greed. By profiting in bear markets the DRS has generated its long-term track record 
of outperforming its benchmark on an absolute and risk-adjusted basis. 

Granted, 2017 was even a better year if you were not hedged and invested “all in” as the 
various equity markets around the globe shot upwards with very little volatility. 2017 was the 
first year on record where the S&P 500 was up every single month of the year. Across small 
cap stocks, foreign markets, and emerging markets, the trend was up without interruption. 

It seems like investors no longer believe it is possible to lose money in the markets. This lack 
of volatility throughout the financial system was readily on display in the VIX. Often described 
as “the fear gauge”, the VIX more accurately measures volatility than fear. The VIX set record 
lows in 2017 bottoming on November 3rd at 9.14. The VIX closed north of 15 only seven days 
in 2017 and ended above 16 just once. 

A look at the world of managed finance from Durango, CO and elsewhere...
From the Desk of Randy Swan
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NOTE – this chart is for illustration purposes, not a guarantee of future performance. The charts and graphs 
contained herein should not serve as the sole determining factor for making investment decisions.

Targeted Returns vs. YTD Returns and Benchmarks

http://go.cboe.com/cboe-ria-events-2017-dallas?RIA_forum_source=swan
http://10thbox.com/
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This lack of volatility was responsible for another “good” in 2017. Our market neutral income trades 
averaged approximately 3.6% across the 4 equity markets and 2.6% across the non-equity assets. 
We would prefer higher income, especially during a bull market, in order to close the gap on our 
relative performance. But we have to take what the market gives us knowing that the premium 
harvesting game is a long-term strategy and must be viewed as an additive strategy even in lower 
potential return years. 

Swan preaches a diversified approach across multiple assets to get the full effect of re-hedging 
each asset, accessing various risk premia across assets, and re-balancing between assets through 
various market cycles. 

The final “good” in this issue is the tax reform recently passed. Unfortunately, I still have serious 
concerns about our country’s long-term fiscal outlook, as I have discussed ad-nauseum in past 
newsletters. I would argue, however, that lower taxes, less regulation and a pro-business agenda 
is almost always a better way to grow the economy, but I don’t believe that this alone can solve our 
long-term problems of debt, demographics, and denial. 

The Bad 

Those who were only long volatility had a bad year in 2017. Our Director of Risk Management, Chris 
Hausman, recently wrote a white paper on this very topic entitled “The Vanishing VIX: Implications of 
Low Volatility on the Market and the DRS”. In it he discusses the extreme amount of attention placed 
on simple volatility metrics and goes beyond them to explain the why and how for the recent lack of 
volatility and what that means for the DRS. This drastic change in volatility to record-breaking calm 
has left many baffled. Chris dives into the risk premia surrounding the volatility debate and some 
other helpful metrics to put the current market environment in context. In summary, a low volatility 
environment does not directly equate to a poor premium harvesting environment.  Even though 2017 
set a slew of records (see Record Breaking 2017 table on page 3) with respect to low volatility, this 
year proved that with proper portfolio management incremental return can continue to be added 
even in the current volatility regime. But for those investors who have stubbornly attempted to time 
the market or hedge with only long volatility plays, 2017 was bad. 

Once again, hedging costs is also in the “bad” category. The hedge lost value based upon the 
actual upside market movements, as well as the continued decline in volatility. For all intents and 
purposes, volatility across multiple assets is at or near all-time lows as we enter 2018.

Of course, hedging can turn into a positive if and when volatility substantially increases. The more 
volatility in the markets, the more valuable the hedges. Volatility has historically been mean-reverting, 
meaning at some point it should increase towards its long-term average, closer to 19%. 1997 and 
2007 were the two most recent examples of this when the hedge actually increased in value despite 
the market increasing in each of those years.

A recent Wall Street Journal article titled, “As Stocks Reach New Highs, Investors Abandon Hedges” 
claims that many investors are foregoing protection on their portfolios. I believe it is a good read to 
understand what is happening in the market with more and more investors abandoning defensive 
positions, such as using options to hedge. More importantly the article serves as a contrarian 
indicator of current market psychology. While some might feel this article indicates continuation of 
the upward trend, it can also be read as a warning. It is actually the extreme optimism that signals 
doom since when the last bear throws in the towel, you know that the bear market is nigh.

I suggest that everyone read Bob Farrell’s 10 Rules of Investing when fretting over whether the cost 
of hedging is worth it during bull markets. These are time tested principles that I doubt any of the 
great legendary investors would argue with. 
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http://go.swanglobalinvestments.com/acton/attachment/25599/f-00a0/1/-/-/-/-/Passive%20vs%20Active%20-%20Losing%20the%20Forest%20for%20the%20Trees.pdf
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http://go.swanglobalinvestments.com/acton/form/25599/0029:d-0002/0/-/-/-/-/index.htm
http://go.swanglobalinvestments.com/acton/media/25599/diving-into-the-drs-webinar-registration
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The Ugly

The equal-weight sector approach utilized in the U.S. large cap DRS offering turned in an “ugly” performance in 2017. By equally 
weighting the sectors, the DRS has a value-tilt to its core equity. In a year when Technology stocks drove the market, growth outperformed 
value 30.2% to 13.7%. The value-biased, equal-weighted sector approach cost the DRS roughly 2.75% in relative performance vs. cap-
weighted in 2017. Moreover, this was the primary reason why the up capture wasn’t closer to the 60% range, as in the other DRS equity 
assets. 

The justification for the equal-weighted sector approach was explored in-depth in a recent blog post titled “Worth the Weight” and a 
dedicated   equal-weight FAQ blog post. It is worth noting that the last time equal weighted sectors underperformed the S&P 500 by such 
a large margin was in 1999—right before the dot-com bubble burst.

On a more political note, hypocrisy is the big “ugly” this issue. To be clear, hypocrisy exists on a federal and a state level and is exhibited 
by both Republicans and Democrats. While I certainly welcome the reduction in personal and corporate tax rates, virtually nothing was 
done on the opposite side of the ledger to rein in spending. 

For decades governments have overpromised on entitlements, pensions, and “the general welfare of its citizens.” Ultimately this affects 
how the debt end-game is going to unfold. The hypocrisy I speak of is that no one wants to pay for the government they demand. Taxes 
are only good as long as someone else is paying for them. The status quo will collapse when it can no longer continue because no one 
wants to make the difficult sacrifices necessary to fix the problems. And it is going to be ugly (and not just in the U.S.). 

Another “ugly” hypocrisy comes from the high tax states like New York, California, Connecticut, and New Jersey. Citizens in high tax 
states have traditionally benefitted from the State and Local Tax (“SALT”) deduction. Effectively, the low-tax or no-tax states subsidized 
the policies of high-tax states. Why should Florida subsidize New York spending? A recent LA Times article that bears relevance is titled,   
“Losers in the GOP tax plan, blue states are unwisely turning to tax evasion.”  This article discusses how California is trying to overcome 
the SALT deduction limitation by converting payments to credits. For example, “But state lawmakers aren’t ready to accept the hand 
that Congress has dealt; instead, they’re looking at ways to change their own tax codes to help their residents evade the higher tax 
levy.”  Rather than soberly evaluate their own spending and taxing policies, many state and local politicians are attempting to “keep the 
punchbowl at the party” by devising new dodges and work-arounds that maintain the status quo. The taxpayers in the high tax states 
are correct to be angry about this change in the law but the outrage should be directed at the politicians in those states not the federal 
government, which has merely leveled the playing field. 

Record Low Volatility Record Low Adversity 

The lowest intraday VIX level in history (8.56 on 11/24/17)

Record low of cumulative loss on all down days in a year for the Dow 
Jones, 1915-2017 = -27.36%. The record for highest cumulative was 
in the 1930’s, over -320%, while 2008 was over -200%. The average 
is -90%. The prior low was in the 1960s, around -30%.

The lowest daily VIX close (9.14 on 11/3/17) Lowest intra-year drawdown, -2.8%, since 1995; second lowest all 
time since 1928 

The lowest monthly VIX close (9.51 on 9/29/17) First year ever with 12 straight positive months, 14 out of past 15 
months positive for the S&P 500 (Total Return)

Lowest median VIX ever – 10.85, prior low was 12 in 2006 3/4 of the calmest trading days in the last decade occurred in 2017 

Before 2017, a close below 10 in the Volatility Index (VIX) was 
an extremely a rare event. It had only happened 9 times since 
1990 out of 6,804 trading days. This is equivalent to 1 day every 3 
years, or 0.13% of the time. In 2017? 21% of all trading days (52)

Five of the tightest 2 week trading ranges in the last five decades 
occurred in 2017

Prior to 2018, there were only 17 days where the VIX opened and 
closed below 10; 14 of them came in 2017

Longest streak within 3% of an all-time high since 1928, over 13 
months or 289 trading days (prior long, 1995)

Twelve-month measure of volatility is now in the lowest 1.5% of all 
periods since 1950

No -2% days in 2017 (September 2016 was the last one; market 
averages about 10 per year)

VIX intraday high in 2017 of 17.3 was the 2nd  lowest for any 
calendar year

Numerous records or near records for length of time between -1%, 
-2%, -3%, or -5% pullbacks

Lowest ever median daily return of 19bps for the S&P 500

Lowest ever average daily range of 54bps for the S&P 500

Lowest ever single day trading range of 12bps for the S&P 500

Source: CBOE, Pension Partners, and macrooption.com

Record Breaking 2017

http://swanglobalinvestments.com/worth-the-weight/
http://swanglobalinvestments.com/worth-the-weight-qa/
http://www.latimes.com/opinion/editorials/la-ed-salt-tax-gimmick-20180106-story.html
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Source: visualcapitalist.com

Here is a current snapshot of the $63 trillion in ever expanding world debt:
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My position has always been to dramatically cut the federal 
taxes and let the states decide how big or small a role the 
government should play. Only then can we vote with our feet and 
have a real choice. It should not surprise anyone that some of 
us at Swan chose to live in Puerto Rico, despite the occasional 
hurricane, to do just that. It is the people who don’t have jobs or 
businesses that are transportable or are captive to high tax states 
that I empathize with; not those who vote for higher taxes and 
then hypocritically complain when those taxes are increased.  

While the new tax bill is a step in the direction of lower taxes, 
it is only one component. Realistically, the Federal government 
needs to cut its spending to reflect its reduced revenue. Moreover, 
state and local governments need to make grown-up trade-off 
decisions between “what people want” and “what people are 
willing to pay for.” Otherwise, we will face an ugly reckoning, 
probably sooner than most people want to admit.

Bull Market Exhaustion? 
Either way you happen to view the potential impact of tax 

reform or whether markets are in a precarious situation or not, it 
is important to consider that the financial speculation of this bull 
market is beginning to look exhausted. Grant Williams recently 
highlighted numerous manias that seem to point to exhaustion 
as capital runs to speculative investments. He noted things like: 

• Record-breaking sale of a Leonardo da Vinci painting at 
Sotheby’s for $450.3 million in November 2017, just four years 
after it sold for $80 million and $10,000 in 2005. 

• Cryptocurrencies extreme bubble-like movements in 2017.

• Worldwide stock market highs amidst increasily high 
valuations.

• Luxury real estate (median sale price of a Manhattan co-op 
or condo near 2008 highs and new development prices all-time 
highs, skyrocketing past prior highs in 2016).

• European high-yield vs U.S. treasuries is at an all-time low 
spread, indicating investors willingness to take on risk no matter 
what...

• As a prime example, Soc Gen was the sole bookrunner of a 
€500 million 3-year senior unsecured zero coupon bond issue for 
a BBB-rated company which was priced at 5 basis points over 

swap rates (the tightest ever issuance for 3-year corporate bond) 
and priced to yield at...-0.026%. Yes, a BBB-rated company has 
convinced investors to pay them for the privilege of loaning them 
money. (Source: Grant Williams, excerpted from “Things That 
Make You Go Hmmm”)

We will add a few things ourselves to this list such as the 
record extremes in sentiment from numerous sources (National 
Association of Active Investment Managers’ Equity Expsoure Index, 
Investors Intelligence Advisors’ Survey, American Association of 
Individual Investors Survey, and the Daily Sentiment Index). Add 
to that extreme levels for margin debt and record levels on the 
Leveraged Bull/Bear ratio (indicating heavily increased allocations 
to borrowed and leveraged positions). In addition, not just luxury 
real estate has hit new highs but many cities and countries are in 
a major real estate bubble (the average house price in Canada 
was reported as $559,317 in 2017 by the Canadian Real Estate 
Association). Home equity line of credit in Canada has also 
hit extreme levels. And don’t remind us about the $9.7 trillion in 
negative yielding bonds around the world (as of December 2017, 
according to Fitch Ratings).  

Of course, we all know the bull market can keep marching onward. 
Remember, Greenspan’s “irrational exuberance” quote was three 
years before the top of the insanity. However, we believe the way in 
which this bull market has been enabled by central banks and the 
way in which it is coming to an end will make the next bear market 
all the more painful. Although boring and sometimes “painful” in 
the department of FOMO (fear of missing out), we take a lot of 
assurance in being always invested and always hedged.  

Other news:

In a post financial crisis world, there are a handful of little known 
risk metrics that can be very helpful in assessing investment 
choices. We have recently released a new white paper entitled 
“New Risk Metrics for a New World,” by Marc Odo. It explores a 
question many investors in alternative strategies face, namely, 
how does one measure the effectiveness of strategies that are, 
by design, fundamentally different than a capital market index. 

Click here for a copy of this white paper. 

We are also happy to report our Investment Management team 
returned to Puerto Rico in Q4 following the destruction wrought 
by Hurricane Maria. While the natural disaster certainly has 
brought a lot of suffering and misery to our adopted island, we 
are happy to report things are getting better little by little as the 
island rebuilds and recovers.

http://ttmygh.com/
http://ttmygh.com/
http://go.swanglobalinvestments.com/acton/attachment/25599/f-01a6/1/-/-/-/-/White%20Paper%20-%20New%20Risk%20Metrics%20for%20a%20New%20World.pdf
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DRS Select Composite1

DRS Institutional Composite2

DRS Emerging Markets Composite3

DRS Foreign Developed Markets Composite4

DRS U.S. Small Cap Composite5

DRS Gold6

DRS Real Estate6 

DRS Fixed Income6

DRS Aggressive6

Annualized Returns as of December 31, 2017

Source: Swan Global Investments and Morningstar

Performance is net-of-fees; total portfolio return includes all expenses. The core equity, hedge, and income components do not sum to the Total Portfolio (Net) return due to fees and 
differences resulting from lack of contribution smoothening from rolling up monthly returns. 
         
1. The Defined Risk Strategy Select Composite demonstrates the performance of non-qualified assets managed by Swan Global Investments, LLC since inception. It includes discretionary 
individual accounts whose account holders seek the upside potential of owning stock, and the desire to eliminate most of the risk associated with owning stock. The Composite relies on 
LEAPS and other options to manage this risk. Individual accounts own S&P 500 exchange traded funds and LEAPS associated with the exchange traded funds as well as multiple other option 
spreads that represent other indices that are widely traded. The Defined Risk Strategy was designed to protect investors from substantial market declines, provide income in flat or choppy 
markets, and to benefit from market appreciation. ETFs and options are the primary components of the strategy.
2. DRS Institutional Composite includes high net-worth, non-qualified accounts that utilize cash-settled, index-based options held at custodians that allow participation in Clearing Member 
Trade Agreement (CMTA) trades. The Composite relies on LEAPS and other options to manage risk. This composite owns S&P 500 exchange traded funds (ETF) and LEAPS associated with 
the ETFs as well as multiple other option spreads that represent other indices that are widely traded. The DRS was designed to protect investors from substantial market declines, provide 
income in flat or choppy markets, and to benefit from market appreciation. ETFs and options are the primary components of the strategy.
3. DRS Emerging Markets Composite demonstrates the performance of mutual fund accounts invested in the DRS Emerging Markets strategy. DRS emerging markets accounts seek the 
upside potential of owning stock and the desire to eliminate most of the risk associated with owning stock. The Composite relies on LEAPS and other options to manage this risk. The Funds 
invest in exchange traded fund(s) (ETF) that own emerging markets equities and LEAPS associated with the ETFs as well as multiple other option spreads that represent other indices that 
are widely traded. The DRS was designed to protect investors from substantial market declines, provide income in flat or choppy markets, and to benefit from market appreciation. ETFs and 
options are the primary components of the strategy.
4. DRS Foreign Developed Markets Composite demonstrates the performance of research and development account(s) and mutual fund accounts invested in the DRS Foreign Developed 
Markets strategy. DRS Foreign Developed Markets accounts seek the upside potential of owning stock and the desire to eliminate most of the risk associated with owning stock. The 
Composite relies on LEAPS and other options to manage this risk. The Funds invest in exchange traded funds (ETF) that own foreign developed markets equities and LEAPS associated with 
the ETF as well as multiple other option spreads that represent other indices that are widely traded. The DRS was designed to protect investors from substantial market declines, provide 
income in flat or choppy markets, and to benefit from market appreciation. ETFs and options are the primary components of the strategy. 
5. DRS U.S. Small Cap Composite demonstrates the performance of research and development account(s) and mutual fund accounts invested in the DRS U.S. Small Cap strategy. DRS U.S. 
Small Cap accounts seek the upside potential of owning stock and the desire to eliminate most of the risk associated with owning stock. The Composite relies on LEAPS and other options to 
manage this risk. The Funds invest in exchange traded funds (ETF) that own U.S. small cap equities and LEAPS associated with the ETF as well as multiple other option spreads that represent 
other indices that are widely traded. The DRS was designed to protect investors from substantial market declines, provide income in flat or choppy markets, and to benefit from market 
appreciation. ETFs and options are the primary components of the strategy.
6. Research and Development account. No fees are being charged in the R&D accounts but performance reflects a 1% management fee being charged monthly in arrears for illustrative 
purposes. 

 

Core 
Equity

Hedge Income
Total 

Portfolio 
(Net)

Benchmark Return
Over/Under 
Performance

16.34% -7.40% 1.86% 10.83%

16.29% -8.00% 2.56% 10.54%
28.68% -11.54% 3.92% 21.94%
19.69% -8.46% 3.64% 14.77%

11.85% -7.27% 4.34% 8.13%

12.08% -5.70% 1.77% 7.18%

8.24% -8.26% 2.89% 1.78%

8.20% -7.87% 3.18% 2.49%

19.69% -4.90% 1.60% 16.45%

S&P 500 21.83% -11.00%

S&P 500 21.83% -11.29%

MSCI EM (Emerging Markets) (Gross) 37.75% -15.81%

MSCI EAFE (Gross) 25.61% -10.84%

Russell 2000 14.65% -6.52%

SPDR Gold Shares (GLD) 12.81% -5.63%

iShares US Real Estate (IYR) 9.34% -7.56%

iShares 20+ Yr Treasury Bond (TLT) 8.95% -6.46%

S&P 500 21.83% -5.38%

YTD 2017

Swan DRS Product Performance Summary   
As of: December 31, 2017
   

DRS Strategies Benchmark

Composite One Year Three Year Five Year Ten Year Since Inception

DRS Select Composite 10.83% 5.64% 7.51% 6.69% 8.64%

S&P 500 21.83% 11.41% 15.79% 8.50% 7.54%

DRS Institutional Composite 10.44% 4.59% 7.39% 6.64% 8.61%

S&P 500 21.83% 11.41% 15.79% 8.50% 7.54%

DRS Emerging Markets Composite 21.94% 4.52% N/A N/A 4.47%

MSCI Emerging Markets 37.75% 9.50% N/A N/A 9.38%

DRS Foreign Developed Markets Composite 14.77% 3.24% N/A N/A 3.26%

MSCI EAFE 25.62% 9.93% N/A N/A 9.99%

DRS U.S. Small Cap Composite 8.13% 5.74% N/A N/A 5.78%

Russell 2000 14.65% 10.84% N/A N/A 10.90%
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Disclosures:
Performance results are presented in U.S. dollars, net of management fees, and include reinvestment of dividends and capital gains. Fees may vary based on 
account size, custodial relationship and other factors. No current or prospective client should assume future performance of any specific investment strategy 
will be profitable or equal to past performance. All investment strategies have the potential for profit or loss. Changes in investment strategies, contributions or 
withdrawals may cause client portfolio performance results to differ from the composite. Different types of investments involve different degrees of risk; we make 
no assurance that a specific investment will be suitable or profitable for a client’s portfolio. 

Historical performance results for market indices and categories do not reflect the deduction of transaction fees, custodial charges, or management fees, the 
incurrence of which would have the effect of diminishing historical performance. All Swan products utilize the Defined Risk Strategy (“DRS”), but may vary by asset 
class, regulatory offering type, etc.  Accordingly, all Swan DRS product offerings will have different performance results, and comparing results among the Swan 
products and composites may be of limited use.  Economic factors, market conditions, and investment strategies will affect the performance of any portfolio 
and there are no assurances that it will match or outperform any particular benchmark. Swan Global Investments, LLC (“Swan”) is an independent Investment 
Advisor headquartered in Durango, Colorado registered with the U.S. Securities and Exchange Commission under the Investment Advisers Act or 1940. Being an 
SEC-registered advisor implies no special qualification or training. Swan Global Investments, LLC is affiliated with Swan Capital Management, LLC, Swan Global 
Management, LLC and Swan Wealth Management, LLC. 

There are eight DRS Composites offered: 1) The DRS Select Composite which includes non-qualified accounts; 2) The DRS IRA Composite which includes 
qualified accounts; 3) The DRS Composite which combines the DRS Select and DRS IRA Composites; 4) The DRS Institutional Composite which includes high 
net-worth, non-qualified accounts that utilize cash-settled, index-based options held at custodians that allow participation in Clearing Member Trade Agreement 
(CMTA) trades; 5) The Defined Risk Fund Composite which includes mutual fund accounts invested in the S&P 500; 6) The DRS Emerging Markets Composite 
which includes mutual fund accounts invested in emerging markets; 7) The DRS Foreign Developed Composite which includes all research and development 
account(s), and mutual fund accounts invested in foreign developed markets; 8) The DRS U.S. Small Cap Composite which includes all research and development 
account(s), and mutual fund accounts invested in U.S. small cap issues. 

Additional information regarding Swan’s policies and procedures for calculating and reporting performance returns is available upon request. Swan claims 
compliance with the Global Investment Performance Standards (GIPS) and has prepared and presented this report in compliance with GIPS standard. Swan 
investment performance has been independently verified from its inception on July 1, 1997 through December 31, 2016. A copy of the verification report is 
available upon request by calling 970.382.8901 or emailing operations@swanglobalinvestments.com. Verification assesses whether (1) the firm has complied 
with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate 
performance in compliance with GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. 

The Defined Risk Strategy Select Composite demonstrates the performance of all non-qualified assets managed by Swan Global Investments, LLC since 
inception. It includes discretionary individual accounts whose account holders seek the upside potential of owing stock, and the desire to eliminate most of 
the risk associated with owning stock. The composite relies on LEAPS and other options to manage this risk. Individual accounts own S&P 500 exchange-
traded funds, LEAPS associated with the ETFs, as well as option strategies based on other widely traded indices. The Defined Risk Strategy Select Composite 
includes all nonqualified discretionary accounts which are solely invested in the Defined Risk Strategy. The Defined Risk Strategy was designed to seek to protect 
investors from substantial market declines, provide income in flat or choppy markets, and to benefit from market appreciation. Stock and options are the primary 
components of the strategy. 

The performance benchmark used for the Defined Risk Strategy is the S&P 500 Index comprised of 500 large-capitalization stocks, and which does not charge 
fees. 

The performance benchmark for the DRS Institutional Composite is the S&P 500. 

The performance benchmark for the DRS Emerging Markets Composite is the MSCI (Morgan Stanley Capital International) Emerging Markets Index, which is 
designed to measure equity market performance in global emerging markets. 

The performance benchmark for the DRS Foreign Developed Markets Composite is the MSCI (Morgan Stanley Capital International) EAFE index, which comprises 
the MSCI country indexes capturing large and mid-cap equities across developed markets, excluding the U.S. and Canada.  

The performance benchmark for the DRS U.S. Small Cap Composite is the Russell 2000 Index, which is designed to measure the equity market performance of 
U.S. small-cap to mid-cap companies. 

One cannot invest directly in an index. 
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