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Normally I start out the GB&U with the year-to-date performance but I felt it was more 
appropriate to start by discussing the recent natural disasters since it has had such a big 
impact on many of us around the country and especially Swan Global Investments. 

I want to sincerely thank our many clients and partners who reached out to us with the 
question, “Are you and your families safe?” From many of you, the first questions you asked 
were about our safety and welfare. I am happy to report that, thank God, we are all safe and 
sound. Moreover, Swan Global Investments is fully functional. But again, we appreciate your 
heartfelt concern.

I am writing this newsletter from Nassau, Bahamas due to the damage suffered in Puerto 
Rico from Hurricane Irma and Maria. The part of our team based in Puerto Rico has been 
temporarily relocated until operations in Puerto Rico can be re-established. We had a disaster 
recovery/business continuity plan in place before the hurricane, and obviously our operations 
in Tampa and Durango were unaffected. Moreover, we can say our plans are now “battle-
tested” beyond even what we thought possible. 

Still, there’s that old saying: “No battle plan ever survives first contact with the enemy.” 
Thanks to the nimbleness and resourcefulness of the team at Swan, we quickly developed 
and executed a contingency plan when it became clear Puerto Rico would be off the grid 
for at least a few months. Certainly, Swan learned some things along the way; it only takes 
a couple of days for society to breakdown and witness how a very small percentage of the 
population can wreak havoc on the community at large. Everyone on the team had the basics 
in terms of water, food, diesel for generators, gasoline, etc., but that was simply not enough 
for the weeks that have followed Maria. Hence, our temporary relocation to Nassau.

Currently, our offices in Humacao, PR are still without power, internet, or cell phone coverage. 
The grocery stores also have limited provisions. Almost all of my friends’ and neighbors’ 
houses sustained damage, ranging from cosmetic to catastrophic. My house also sustained 
substantial damage from Maria and will need another 3-6 months of repairs before it is back 
to its pre-hurricane condition. It might be cliché to say this, but my wife and I have been 
reminded that your material possessions are just that. Thank God everyone near us and that 
we know are safe, but it was a tragedy in the truest sense of the word for many others on the 
island with the loss of lives that occurred. 
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Certainly, the immediate focus of everyone involved in Puerto Rico’s relief efforts should 
be food, water, electricity, sanitation, communication, and infrastructure. That said, there will 
surely be long-term lasting effects from the hurricanes. Homes were destroyed, businesses 
endangered, lives lost, and psychological trauma sustained. According to one estimate, 
between 10-14% of Puerto Rico’s 3.4 million residents are considering leaving and not coming 
back. Tens of thousands have already left following Maria. They simply cannot wait for the 
rebuild. 

In the aftermath of such a tragedy, looking for positives might seem cold-hearted. While 
fully recognizing that people are still suffering, we do believe a silver lining exists to Hurricane 
Maria. An opportunity now exists to upgrade and improve the infrastructure problems that 
have long plagued Puerto Rico. We are enthusiastic about the upcoming rebuild process and 
are looking for some worthy charitable projects once the short-term fixes take hold. We look 
forward to an even better Puerto Rico emerging from the rebuilding process. 

Of course, Hurricane Maria wasn’t the only natural disaster to occur in 2017. People faced 
catastrophic storms in Houston and across the Florida peninsula (with our Tampa office 
evacuating for Irma), and others were burned out of their homes in northern California. Our 
thoughts and prayers go out to our fellow Americans undergoing similar tragedies in different 
places.

What I’ve Learned from the Natural Disasters of 2017

There are several interesting aspects to consider after experiencing a hurricane or a 
similar natural disaster. The before, during, and aftermath of Hurricane Maria tells a story of 
how people/communities/businesses/governments prepare, execute, react, and learn from 
extremely stressful and challenging circumstances. 

1. Be Prepared

There’s another old saying: “Hope for the best, prepare for the worst.” In the wake of these 
natural disasters, I question the usefulness of the first half of that statement. Hoping for the 
best accomplishes nothing. However, like the Boy Scouts motto, there is clearly an advantage 
to “Be Prepared.” The sobering lesson for many of us is that ultimately the only person that will 
look out for you and your family is yourself. Too often governments underestimate the scope 
of a calamity and are quickly overwhelmed, or issues of corruption, negligence, ineptness, 
and political infighting can wreak further havoc. Once that happens, the list of people you can 
count on grows very short. The preparations and provisions you make, as an individual, can 
literally make the difference between life and death.

I’ve never considered myself to be a survivalist prior to the hurricanes, but I do now. However 
bad you think it is to be left isolated, without basic necessities, and unsure how long the ordeal 
is going to last, it is worse. I feel confident in saying that we have learned from the experience 
and we will be more prepared from now on (as prepared as you can be). For the most part, the 
residents of Puerto Rico came together and helped one another. This was definitely the case 
within our community of Palmas del Mar.

Many times, we take for granted the most basic items in life that can be taken away in 
an instant. Without them, society can break down very quickly. I have spent a lot of time 
describing this ordeal because I believe a parallel can be made to the path the U.S. economy 
is on. Quite simply, most Americans are not prepared for an economic calamity, just as many 
are not prepared for a natural disaster. We have addressed these issues ad nauseam in the 
past. The lack of personal savings, the debt at all levels of government; the unfunded liabilities 
is mind boggling and unsustainable. It took a massive amount of coordinated government 
intervention to prevent a full-blown meltdown of the financial system almost a decade ago, and 
even then the market lost over half its value.

What should be the lessons from such a crisis? Should an individual assume that someone 
somewhere will always be there to save them? That eventually everything will work out fine 
and that things eventually return to normal? Or should one view an event like the Financial 
Crisis of 2007-09 or Hurricane Maria as a warning about the frailty of our systems? Should 
one take the necessary steps, no matter how unpleasant or costly, to prepare for the next “Big 
One?” Clearly, I believe the latter. The sad part is that very few believe this; they just go on 
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as if everything is fine. Quite simply, that level of complacency is 
dangerous. Just like in Puerto Rico, prior to the biggest hurricane 
there in almost 100 years, many did not prepare adequately. 

In addition to more adequate savings, Americans need to 
prepare for these types of events on a larger scale. This should 
include the obvious basic necessities but also contingency plans 
on alternate living arrangements, resources, and cash (in most 
places in Puerto Rico almost a month after the storm, only cash is 
accepted). In addition, it is key to have a team or group of people 
around you who can work together to survive. 

2. Execution

Swan is blessed that we weathered the storm and could move 
offshore until it is safe to return. We were astonished by many 
of our amazing neighbors in Puerto Rico and how they came 
together in this tragedy to help each other in many different ways.

Tragedies always have a strange effect. They tend to bring out 
the best in people as well as the worst in people. My wife is very 
adamant about this truth now. You learn who you can and cannot 
count on after a disaster. Many people who you think are your 
friends are either unwilling or incapable of helping for a variety of 
reasons. Many of those who you were not close to suddenly show 
up and make the difference. It is that simple.

Ultimately, regardless of how prepared you are or how prepared 
you think you are, you are going to need to be able to execute on 
your plan whether it relates to a natural disaster or life in general. 
Certainly, there were unexpected challenges that even the most 
thorough disaster plan failed to anticipate. In such environments, 
execution depends upon keeping a cool head, implementing 
the plan as designed, adapting to the situation, and devising 
contingency plans on the fly.

It is worth noting that the NY Times could not wait to point out 
that firms that gambled on investing in Puerto Rico are “losing” 
due to Maria. Maybe it is a little personal for us considering the 
Times showed pictures of damage in our community of Palmas Del 
Mar in the article (Source: https://www.nytimes.com/2017/10/09/
business/wall-street-paulson-puerto-rico-hedge-funds.html). 
Although we don’t have any actual investments in Puerto Rico 
other than our small office and our personal residences, Swan 
is more committed than ever to Puerto Rico and we definitely 
see the silver lining. Puerto Rico will be rebuilt and it now has the 
opportunity to correct its past mistakes and learn from history. It 
remains to be seen whether they can execute. 

I probably don’t need to remind everyone of the phrase “Don’t 
throw stones in glass houses”, especially when the NYT has 
supported the types of policies that created the mess in Puerto 
Rico. They of course have been bleeding red ink for the past 
decade or so. 

3. Learn from History (Learn from your Mistakes) 

Most everyone has heard the phrase, “If you don’t learn from 
history, you are bound to repeat the same mistakes.” I think that 
is very apropos right now for Puerto Rico. The infrastructure has 
been in poor shape for decades and this tragedy has just further 
highlighted many serious issues.

In a way, Puerto Rico’s burgeoning debt and failure to adequately 

prepare for a major calamity can be viewed as a forerunner to 
problems festering in the mainland U.S. I don’t want to be overly 
critical of lack of preparation or the execution of the recovery plan 
and the ability to recover from the hurricane, but you can’t fix a 
problem if you don’t admit you have a problem. I have repeatedly 
stated that Puerto Rico is closer to realizing this truth than the 
states, cities, and municipalities in the continental U.S. Hurricane 
Maria has only hastened the day of reckoning for Puerto Rico.

The U.S. has comparable levels of debt, individuals have not 
prepared for retirement, pensions are massively underfunded, 
and government doesn’t appear to be prepared to handle the 
coming storm. Promises are still made from those in charge, 
despite them knowing they will be impossible to keep. The only 
difference is that Puerto Rico cannot print money like the U.S. can 
(physically or electronically). 

Since our inception 20 years ago, Swan has been preparing 
investors for economic storms. We are confident we are prepared 
for what the markets may bring. Why? Because we have a sound 
plan that has been tested and fine-tuned over the past 20+ years, 
and we possess the team to execute and the confidence to stay 
the course regardless of how the endgame plays out. 

Although the hurricanes could have been addressed only in “the 
bad” and “the ugly”, we’ll mention it in “the good” too. As tragic as 
the event was, there were a few useful takeaways. The hurricane 
made us focus on the lessons learned, provided us a warning 
to future calamities, will instigate rebuilding and modernization 
throughout the island, and brings out the best in our citizens as 
we band together and help those in their hour of need.

The Good
Performance

The QTD and YTD performance table at the end of this issue 
and the targeted return band on page one show the performance 
of all the DRS assets relative to their underlying benchmarks. 
Swan cannot emphasize enough the value and power of a multi-
asset DRS approach to managing risk across most asset classes. 

The multi-asset approach that we’ve discussed in the past has 
provided a diversified, low volatility, hedged portfolio devoid of 
interest rate risk this year, based on the following allocation:

• 40% Large Cap DRS
• 25% Small Cap DRS
• 15% Foreign Developed DRS
• 20% Emerging Markets DRS

This model has returned 9.54% YTD with an average upside 
capture ratio of 57%. The power of the DRS can be seen more 
clearly when assets have had more recent volatility or corrections, 
which have been far and few between for the last year or two. In 
other words, a full market cycle is preferable.

The consistency is impressive although not surprising given 
the DRS components of equity, hedge, and option income. To 
briefly review these components, U.S. equity markets chalked 
up another positive quarter in Q3. The second-longest U.S. 
bull market on record surpassed its eight-and-a-half year mark, 
and the S&P 500 closed above 2,500 for the first time. Despite 
darkening skies over the Korean peninsula and continued 
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dysfunction in Washington, the S&P 500 was up 4.48% during 
the third quarter and 14.24% so far in 2017, including dividends. 
Growth outperformed value, continuing trends seen throughout 
the year. The Federal Reserve Bank felt confident enough about 
the state of the economy to start unwinding its bulging balance 
sheet of over $4 trillion, accumulated during the long-running and 
oft-criticized quantitative easing program.

Of the three components of the U.S. Large Cap DRS two of 
the three were positive contributors to performance. The core, 
underlying equity position rose as markets went up. However, 
the equal-weight sector approach continued to trail as it has 
throughout the year, underperforming versus cap-weighted on the 
quarter by about 30 bps (and around 195 bps YTD through end 
of Q3). As expected, the value of the protective hedge declined, 
as the hedge moves in the opposite direction of markets. Since 
the market had already moved up nicely before this quarter, the 
hedge did not decline as much as past quarters and provided 
less of a drag. Finally, the fact that the market moves were modest 
amidst low volatility broadly benefitted the premium collection 
trades.

U.S. small cap was also up strongly during the third quarter, 
5.67%, rallying late in the quarter to surpass their large cap 
cousins. Regardless of the underlying asset class, the DRS 
is made up of three primary components: equity, hedge, and 
income. In our Defined Risk U.S. Small Cap Strategy the equity 
portion and the income were positive contributors to performance. 
As markets rise the value of the hedge goes down, so the hedge 
lost value. 

Internationally, most European markets and economies 
continued to find their footing. After years of lagging the U.S., 
the MSCI EAFE has outperformed the S&P 500 in 2017, 20.47% 
to 14.24%. In the third quarter, the returns were 5.47% vs 4.48%. 
France, Germany, and Italy did quite well on the quarter. In the 
United Kingdom, a lack of clear strategic policy regarding Brexit 
and fears about its rising costs put a dampener on their outlook. 
While posting positive performance, the United Kingdom and 
Japan lagged the major markets of continental Europe.

The Foreign Developed DRS performed in-line with expectations. 
The core equity position rose in conjunction with the markets 
during the third quarter. As one would expect, the hedge moved 
in the opposite direction and detracted from gains. It was an ideal 
environment for the income leg of the strategy, so the income 
trades were net positive on the quarter.

In emerging markets, the roller-coaster ride that can either 
thrill or terrify investors goes on. After a rough couple of years, 
emerging markets are on the ascent in 2017. Brazil was a star 
performer for emerging markets during the third quarter, up 23%. 
Overall, the broadly diversified MSCI Emerging Markets Index 
was up 8.04% on the quarter and 28.14% year to date.

With the underlying market up so much, the Emerging Markets 
DRS certainly benefitted from its long position in those markets. 
These gains were offset somewhat by a fall in the value of the 
hedge. Premium collection in a strongly trending market can be 
difficult, but the DRS-EM was still able to post gains in this leg 
of the strategy. In addition, a portion of the hedge for the DRS-
EM was moved up to these higher levels. When a market makes 
an abnormally large and quick move, such as Emerging Markets 

(EM) rapid ascent this year, our process looks to lock in some of 
those gains. Since the EM market had made such a strong move, 
the hedge put in place near the end of last year was providing 
less protection. If EM continues to go up strongly in the fourth 
quarter, the remainder of the hedge will also get rolled up and out 
to further bring up the level of protection in the portfolio. To see 
how some of our other DRS strategies performed, please refer to 
the target return band on page 1 or the performance summary 
on page 6 (all index return information provided by Morningstar 
Direct, as of 9/30/17).

The Bad

Crestmont Research recently came out with another great white 
paper entitled, “Where did it come from: Is the trend your friend?”

The white paper asks two simple questions: “What have been 
the sources of return off the 2009 bear market low? And, will those 
drivers continue to deliver?” The piece directly addresses how 
total returns are achieved: 

Total Returns = EPS growth X P/E Change + Dividend Yield

They conclude that a 6% total return is the most you can expect 
going forward assuming a 4% EPS growth rate and a 2% dividend 
yield. This also assumes no decline in earnings and a constant 
P/E ratio. Interestingly, 11 of the 17% average annual return over 
this bull market has come from P/E expansion. 

                                          Shiller PE Ratio

How likely is this to occur? Not very likely if you believe this chart 
above gives some perspective. The popular Shiller PE valuation 
metric has only been higher one time, during the Tech bubble, 
having just surpassed the start of the 1929 “Great Depression” 
levels. To be clear, we are not perma bears, but instead we believe 
you should be “always invested, always hedged” because you 
don’t know how things are going to play out. Thus, you need to be 
prepared for whatever happens, have a plan that you can execute, 
and learn from history.

                                       

Source: multpl.com
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The Ugly

Since we spent a lot of time on the 2017 natural disasters, we are only going to add one item to the ugly even though we could mention 
more. JP Morgan was out with a recent report on the on the scary state of the credit risk of U.S. municipalities.

The chart below shows their “IPOD” ratio for some major U.S. cities and counties. This measure represents the percentage of a 
municipality’s revenues that would be needed to pay interest on direct debt, and fully amortize unfunded pension and retiree healthcare 
obligations over 30 years, assuming a conservative return of 6% on plan assets. JP Morgan stated that municipalities with IPOD ratios 
over 30% may eventually face very difficult choices regarding taxation, non-pension spending, infrastructure investment, contributions 
to unfunded plans and bond repayment.

The truth is many U.S. cities have big financial problems which cannot be easily solved. When we can’t say it better, we don’t. Here is 
an excerpt from this article:

“We harp on the massive, unsustainable, yet largely unnoticed, debt burdens of American cities, counties and states fairly regularly 
because, well, it’s a frightening issue if you spend just a little time to understand the math and ultimate consequences. Here is some of 
our recent posts on the topic:

• America’s Pension Bomb: Illinois Is Just the Start
• Stanford Says Soaring Public Pension Costs Devastating
• Budgets for Education and Social Services
• Pension Consultant Offers Dire Outlook for Kentucky: Freeze Pension and Slash Benefits or Else

Luckily, for those looking to escape the trauma of being taxed into oblivion by their failing cities/counties/states, JP Morgan has 
provided a comprehensive guide on which municipalities haven’t the slightest hope of surviving their multi-decade debt binge and lavish 
public pension awards.” 

To fix the ugly mess? As highlighted by the dotted red line box above, massive tax hikes or huge increases in worker pension 
contributions. There is a storm coming; be prepared and do your homework. Just because you live in a state in good fiscal condition 
doesn’t mean you live in a municipality that is also in good fiscal condition. Going forward, one must choose which locations to live and 
work in, not just at the state level but also at the municipality level. The local tax man can and probably will ask for more to try to fix some 
of these issues. No matter when that occurs and economic problems arise, the DRS is built for periods of calm and inclement weather.

Source: JP Morgan and http://www.zerohedge.com/news/2017-10-05/these-two-charts-depict-which-
cities-will-file-bankruptcy-next



Swan Global Investments | 970-382-8901 | swanglobalinvestments.com

Issue 26 - Q3, 2017

6

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 September 30, 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. 
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10.75% -6.31% 1.77% 6.01%

10.73% -6.93% 2.91% 6.26%

22.89% -8.75% 3.01% 17.59%

16.52% -7.03% 3.18% 12.56%

9.02% -5.95% 3.70% 6.10%

10.12% -4.45% 1.39% 6.29%

5.97% -5.66% 2.36% 1.86%

5.85% -5.45% 2.40% 2.03%
12.91% -4.33% 1.50% 9.69%

S&P 500 14.24% -8.23%

S&P 500 14.24% -7.98%

MSCI EM (Emerging Markets) (Gross) 28.14% -10.54%

MSCI EAFE (Gross) 20.47% -7.91%

Russell 2000 10.94% -4.84%

SPDR Gold Shares (GLD) 10.92% -4.63%

iShares US Real Estate (IYR) 6.66% -4.81%

iShares 20+ Yr Treasury Bond (TLT) 6.49% -4.46%

S&P 500 14.24% -4.55%

YTD 2017

Swan DRS Product Performance Summary   
As of: September 30, 2017
   

DRS Strategies Benchmark

Composite One Year Three Year Five Year Ten Year Since Inception

DRS Select Composite 8.85% 4.90% 6.50% 7.04% 8.51%

S&P 500 18.61% 10.81% 14.22% 7.44% 7.30%

DRS Institutional Composite 8.51% 3.76% 6.51% 7.05% 8.52%

S&P 500 18.61% 10.81% 14.22% 7.44% 7.30%

DRS Emerging Markets Composite 13.72% N/A N/A N/A 3.52%

MSCI EM (Emerging Markets) 22.91% N/A N/A N/A 7.43%

DRS Foreign Developed Markets Composite 11.35% N/A N/A N/A 2.83%

MSCI EAFE 19.46% N/A N/A N/A 9.20%

DRS U.S. Small Cap Composite 10.52% N/A N/A N/A 5.59%

Russell 2000 20.74% N/A N/A N/A 10.63%
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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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