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s there a more attractive alternative to the

Endowment Model of Investing? Today? No.

But we raise this question as the universe of
high returning strategies that have little correlation
with traditional financial market returns continues
to expand. Five years into our pursuit of so-called
‘Alternative-Alternative’ strategies, we are close to
having sufficient options to build a fully diversified
portfolio targeting 8% annual returns with near zero
correlation to equities. This strategy, however, carries
its own set of esoteric risks.

Our “insights” about risk management stem from our
somewhat unique perspective of risk which is that there
are some risks that we want to take and for which we
believe we will be paid handsome returns and then
there are risks that are quite simply not paid for.

One of the core tenets of the endowment model

of investing, as codified by David Swensen of Yale
University, is an equity biased asset allocation. This
is based on the premise that long term investors
with the requisite time horizon to accept the short-
term drawdown risk of owning equities would likely
be rewarded with higher returns over multiple
decades. While this core principle of the endowment
model is likely to hold over the long term, the future
economic environment of low real economic growth
and commensurately low returns from traditional
asset classes has us re-thinking the optimal asset
allocation over the medium term (next 10-15 years).
Endowment style portfolios that targeted and earned
returns of 9% per annum over long periods of time
are now expecting returns closer to 6% per annum,
with public equities returns expected by most equity
specialists to be closer to 5% per annum. Whilst we
are not predicting an economic recession in the next
12 months, we are preparing for the possibility of

a downside scenario which results in the absolute
value of a public equity portfolio falling by 20% or
more, and requiring up to a decade to recover. We
are reminded that an index weighted global public
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equity portfolio initiated in 1999 did not recover
capital until 2013 (inflation adjusted). Furthermore,
we expect the volatility of returns of traditional
public market asset classes to return to historic highs
(around 20% annualised for public equities) as we
move from an environment of quantitative easing to
quantitative tightening. The experience of Q4 2018
could well be a precursor to the type of volatility
that we could experience in the coming years. Are
we truly doomed to low returns, deep drawdowns
and higher volatility, or is there an alternative?

There is an alternative strategy to the traditional
endowment model that leaves us shielded from the
increasing gyrations of financial markets. Such a
strategy relies on a diversified portfolio of investments
whose returns are tied to very specific idiosyncratic
risks not related to any aspect of financial markets and
not related to each other. We refer to these investment
strategies as the “alternative alternatives”. We believe
that such a diversified alternative alternatives portfolio
can generate average returns over the long-term of
¢.9% per annum with annual volatility below 10%.!

What we are aiming to present in this chapter is a
radically different approach to institutional investing
which could be adopted on its own or as an adjunct

to a classic endowment-style portfolio. We chose this
issue of Insights to bring this to your attention as we
believe the universe of available Alternative Alternatives
strategies will soon reach a level of investibility

that can constitute a well-diversified multi-strategy
portfolio, virtually disconnected from the global
financial markets. Below, we provide definitions of the
various underlying strategies within the “alternative
alternatives” universe, their expected returns and
sensitivity in economic downturns, example asset
allocations for institutional investors and the key
considerations when implementing such a strategy.

IThese estimates of performance returns are based upon certain assumptions
which should not be construed to be indicative of actual events that will occur.
There is no assurance that the performance presented will be achieved.
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Definition of “Alternative Alternatives”

We define “alternative alternatives” as investments
which generate returns by assuming risks which are
idiosyncratic and uncorrelated with both traditional
market risks (such as equity, credit and interest rates)
and more commonly accepted alternative asset classes
which are similarly exposed to financial market

risks (such as hedge funds, private equity and real
estate). Alternative Alternatives (or “Alt-Alt”) strategies
generally pay investors for an identifiable risk, with a
large universe of repeated events enabling investors
to price that risk - but such risks having nothing to

do with financial markets. The limited correlation of
alternative alternatives can be a function of either

the nature of the risk (e.g., event risk related to non-
financial events) or the nature of the underlying asset
(e.g., ownership of or lending against an asset which
has limited correlation to traditional asset classes).

We have broadly grouped the alternative
alternatives strategies into five categories:
insurance related, financing / claims-based
strategies, contractual cash flows, collectibles and
other real assets, which are defined below.

Insurance-related strategies: These are not new.

For centuries, financial investors have had insurance
syndicate-based investments available to them, such as
Lloyds of London. The insurance industry facilitates the
transfer of non-corporate event risk. Investors receive
a premium for assuming the risk of loss from events
such as natural disaster, accidents and mortality.

Financing or claims-based strategies: Default

risk is the primary driver of returns for financing

or claims-based strategies. Most default rates and
related loss ratios in corporate credit strategies

are typically correlated with events in the general
economy and the corporate earnings cycle. However,
to the extent that the default risk is driven by
idiosyncratic factors other than corporate earnings
or to the extent that the loan is collateralised by
assets which have limited correlation to corporate
earnings, such financing strategies have many of the
characteristics of alternative alternatives. Examples
of such financing could include loans to life sciences
companies whose underlying drugs have limited
sensitivity to the economic cycle, or a claim against
the outcome of a litigation (see the private debt asset
class section for an overview of litigation funding).
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Contractual cash flows: These could include royalties
associated with drug sales, technology licensing
revenue and entertainment sales (music and film).
Leasing strategies also represent contractual cash
flows which are related to specific assets such as
aircraft, ships or railcars. We would also include other
esoteric assets in this category which generate cash
flow streams, for example, social impact bonds whose
performance is linked to the creation of positive

social outcomes for underlying members of society.

Collectibles: many investors already view collectibles
including fine art, vintage cars, antiques and fine wines
to be part of their investment portfolios. Over the years,
a small number of third-party asset management
businesses have been launched to attempt to make
collectibles an institutionally investible asset class, with
limited success. We tend to avoid asset classes where
there is no income stream and no economic utility,

as the absence of these makes valuation difficult.

Other Real Assets: while infrastructure is classically
considered part of the traditional alternative
investment universe, there are certain types of
infrastructure which have return drivers which

are less correlated to the broader economy, for
example, public sector infrastructure, where
revenues are driven by public usage.

Figure 1 overleaf provides the universe of potential
alternative alternative strategies, with those highlighted
in blue being those that Partners Capital clients have
exposure to currently. We acknowledge that several
could belong in more than one category and several
may defy our efforts at categorisation.

Expected Returns and Downside
Resilience of Selected Alternative
Alternative Strategies

Alternative Alternatives are risky investments. We do
not believe in risk-free returns. As we are aiming for
relatively high returns, we should expect each Alt-Alt
strategy carries with it moderate to high risk. Figure

2 overleaf shows the expected returns, downside
resilience, diversification benefit and liquidity profile
of a subset of the alternative alternatives in the table
above. We have selected this subset due to Partners
Capital having allocated capital or significant research
resources to each of these sectors. While the expected
return and downside resilience of each of these
strategies on a standalone basis varies significantly,
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Figure 1: Potential “Alternative Alternatives” Strategies Grouped by Category

Insurance-related Financing / Claims- Contractual Collectibles Other Real Assets

Strategies based Strategies Cashflows

Primary Insurance Litigation Finance Pharm.a e Art Public Infrastructure
Royalties

It?(:lsustry Loss Warran- Consumer Lending Film Royalties Vintage Cars — Healthcare

Reinsurance Healthcare Financing Music Royalties Fine Wine — Transportation

Retrocessional Rein- Appraisal Rights P.rofes§|onal Sports Coins — Education

surance Financing

Catastrophe Bonds Tax Liens Social Impact Bonds Stamps — Water Treatment

Lloyds Syndicates Trade Finance Aircraft Leasing Musical Instruments Alternative Energy
Life Settlements Microfinance Railcar Leasing Precious Stones Timberland
Insurance Run-Off —

Life and Property & Film Finance Equipment Leasing Vintage Watches Farmland

Casualty

Weather Derivatives Art Finance Shipping Antique Furniture Intellectual Property

Factoring / Receivables

Internet Domain

Antique Books Names

Ground Rents

Cryptocurrencies

Sale / Leaseback
Strategies

Consumer Debt
Collection

Source: Partners Capital

what they have in common is the tremendous

diversification benefit that they would each provide to
a multi-asset class portfolio in a “2008 style scenario”
where traditional risk assets fall dramatically in value.

If we take reinsurance as an example, we expect to
generate 10% per annum! over the cycle from our
exposure to the asset class. The variability of that
return around the expected mean is significant as
insured losses in any given year can be large, driven
primarily by the prevalence of natural disasters.
However, ex-ante, there is no reason to believe

that a natural disaster will occur concurrently

with an economic environment which results in
declining valuations of traditional asset classes.
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Over the last five years, due to the marked portfolio
construction benefits, we have been increasing

the allocation to alternative alternatives within
client portfolios. This is most notable within the
Partners Capital Phoenix Fund II, our pooled
vehicle of private debt and uncorrelated investment
opportunities, which is now around one third
invested in Alternative Alternatives. Accordingly, the
average Partners Capital client has over 5% of their
portfolio invested in Alternative Alternatives today.

! Expected returns are hypothetical returns which are based on forward-looking
assumptions, which have certain inherent limitations. Unlike actual returns,
hypothetical returns do not represent actual trading. Hypothetical returns
presented do not reflect the deduction of Partners Capital’s fees. Actual returns
may differ materially from those reflected. There is no guarantee that the
hypothetical return assumptions presented will be realised.
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Figure 2: Selected Alternative Alternatives Strategies - Expected Returns and downside resilience

Strategy Expected Returns Downside Resilience Diversification Liquidity

(through cycle) of Stratey - Likelihood Benefits in 2008

of Preserving Capital Scenario

Catastrophe Bonds 5% Medium High Daily
Reinsurance 10% Low High Annual
Life Settlements 10% Medium High Illiquid
Litigation Funding 15% High High Illiquid
Appraisal Rights 8% Medium Medium c. 18 months
Phase Ill Drug Trials 20% Medium High Illiquid
;2;;?;2?”““" 10% High High lliquid
Social Impact Bonds 5% Medium High Illiquid

Source: Partners Capital

Radical Amendments to

the Endowment Model

We advise many veteran investment professionals who,
in their daily lives, take on extreme levels of financial
risk, be that trading liquid financial instruments or for
others dedicated to private equity or debt investing.

A handful of such clients hired us explicitly to hedge

a large part of their personal balance sheets against
financial market risk and provided us with mandates
to generate high returns uncorrelated with the rest

of their balance sheets. Such mandates have given
greater scale to our activities in Alt-Alts, hence we
have come to see the asset class as sufficiently mature
and diversified, such that it could stand on its own as
a viable alternative to the classic endowment model.

Figure 3 overleaf shows the potential improvement to
risk-adjusted returns of migrating a classic endowment
portfolio to one that is 25% invested in Alt-Alts

and to one that is 100% Alt-Alts. The endowment
portfolio with a 25% allocation to alternative
alternatives has an expected return that is 0.8%

per annum higher than the traditional endowment
model, with similar equity equivalent risk but an
expected standard deviation which is 1% lower.?

2 Expected returns are hypothetical returns which are based on forward-looking
assumptions, which have certain inherent limitations. Unlike actual returns,
hypothetical returns do not represent actual trading. Hypothetical returns
presented do not reflect the deduction of Partners Capital's fees. Actual returns
may differ materially from those reflected. There is no guarantee that the
hypothetical return assumptions presented will be realised.
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The more radical alternative to the endowment
model with 100% in alternative alternatives
shows an improvement to an 9% return, but
with significantly lower overall volatility and
minimal beta to public equity markets.

As stated above, Partners Capital currently have
clients who have embraced this radical approach

to endowment investing, developing portfolios
exclusively built with alternative alternative strategies.
In Figure 4 overleaf, the left-hand chart shows the
current portfolio of a representative client who has
pursued this strategy. The portfolio has been built

to generate a double-digit annual return but with
minimal correlation to equity markets, particularly
in the event of a significant drawdown. Accordingly,
it is dominated by strategies which have little
reliance on GDP growth or the earnings cycle for the
generation of returns, including litigation funding,
life settlements and catastrophe insurance.

Figure 4 overleaf also includes the target asset
allocation for our alternative alternatives portfolios
of the future. The specific allocations are somewhat
illustrative at this stage and will ultimately depend
on the relative attractiveness of the specific asset
classes in the coming years, as well as capacity with
high quality mangers. The illustrative target portfolio
would have a 20% allocation to liquid strategies to
pay capital calls from the illiquid investments. This

First Quarter 2019 | 4



Intellectual Capital

A Radical New Approach to the Endowment Model

Figure 3: Amendments to the Endowment Model

through allocations to Alternative Alternatives

i i Private Equity
Private Equity Real Estate 7%

Real Estate 10%
Inflation Linked

Inflation Linked Bonds 3%

Bonds 3%

Private Equity
Private Equity 21%
21%

Global Equities
70%

Global Equities Alternative
o,

5% Alternatives

e 3
Global Equities o
35% 100%

Hedged Equities

13% Alternative

Alternatives
25%

Fixed Income
30% Absolute Return

9%
Private Debt 5% ] Private Debt 5%

Fixed Income 3% JFixed Income 3%

70/30 Equity Classic Endowment Radical Approach
Bond Index Endowment Model with 25% to Endowment
Model Asset Allocation to Model
Allocation Alternative
Alternatives
Equity Equivalent Risk Level
0.70 0.70 0.70 0.20
Expected Return
5.0% 6.8% 7.6% 9.0%
Standard Deviation
1.4% 1.5% 10.5% 7.0%
Sharpe
03 04 05 1.0

Source: Partners Capital
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Figure 4: Representative Current Client
Alternative Alternative Portfolio and Illustrative

Future Portfolio

Professional Athlete Financing 4%

Drug Trial Financing 4% Liquidity to Fund Capital Calls -

Defensive Equity Sectors 10%

el N 75 Liquidity to Fund Capital Calls -

Cash Equivalents 10%

Real Estate Lending 10%
Professional Athlete Financing 2%

Pharmaceutical Royalties 3%
Music Royalties 3%

Aircraft Leasing 3%
Catastrophe Reinsurance 13%
Drug Trial Financing 4%

Real Estate Lending 5%

Life Settlements 8% . .
Life Sciences -

Public Equities andVC 6%

Insurance (incl Run-Off) 6%
Private Debt 10%

Catastrophe Reinsurance 6%
Speciality Lending 7%

Life Settlements 8%

Private Debt 8%

Speciality Lending 10%

Litigation Funding
37%

Litigation Funding
15%

Current Alternative Alternatives Potential Alternative Alternatives

Portfolio for Representative Client Portfolio in 2022
Expected Return
1% 9%
Equity Beta to Equity Markets
01 0.2

Source: Partners Capital
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liquid allocation would include a combination of
public equities, skewed to those sectors with revenue
streams that are least sensitive to the economic cycle,
including consumer staples, healthcare and utilities,
and to asset classes with no directional equity market
exposure including government bonds, short duration
high yield bonds and liquid absolute return strategies.
This Alt-Alt portfolio of the future will also include

a number of strategies that have been around for
many years, but which are new to us, including music
royalties, pharmaceutical royalties and investments
in early-stage life sciences companies (both public

equities and venture capital). These will serve to further

diversify the sources of return within the portfolio.

Figure 5 overleaf provides a brief description of each

of the strategies in the target portfolio along with their

expected return and expected beta to global equity

markets. We believe that a portfolio constructed in this

manner could generate 9% per annum over the long
term with a beta of ¢.0.2 to global equity markets.?

Key Risks of Alternative Alternatives
Alternative alternatives as defined herein certainly
sounds like the holy grail of investing -high returning
investment strategies with minimal correlation to
traditional asset classes or the economic cycle. This
begs the question of why an investor would ever

allocate to anything other than alternative alternatives.

As you should expect, there are a number of major

risks associated with even a highly diversified portfolio

of Alt-Alt strategies, whether it is a stand-alone
strategy or a significant allocation complementing
an endowment-style portfolio. These include:

— Difficulty in performing diligence on these asset
classes: many alternative alternative investment
strategies are nascent with limited prevalence
of institutional quality asset managers and less
information on the prior investment returns
generated within the industry. By virtue of the
short histories of such asset classes, due diligence
is far less rich than for longer-lived asset classes.

Therefore, due diligence focused on these strategies
generally require more intense industry research to
understand the value chain, the market participants

and likely return distributions.

% This estimate of performance returns is based upon certain assumptions
which should not be construed to be indicative of actual events that will
occur. There is no assurance that the performance presented will be
achieved. Please see important Disclaimers at the end of this material.
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— Most Alt-Alt strategies are small niche strategies
where returns can be easily collapsed by large
capital inflows to the category as other investors
discover the asset class. It is down to us as
investors to take an objective view on the impact
of the supply of capital for a constrained set of
opportunities, but the short lives of some of these
asset classes make it difficult to estimate this
relationship with a high level of confidence. For
example, the expected return of the tertiary life
settlement asset class has fallen from 18% in 2015 to
13% in 2019 due to the increase in the capital raised
to access the asset class from institutional investors.
This significantly reduces an investor’'s margin of
safety for assuming the risks inherent in the life
settlements asset class, most notably the longevity
of the underlying individuals whose life insurance
policies the investor has acquired.

— “Coincidence” risk: while there is generally
limited causation between the broad economic
environment and the environment in which
certain alternative alternative strategies perform,
they could occur concurrently. For example, Q4
2018 was a particularly poor environment for
catastrophe reinsurance due to the insured losses
associated with a number of large catastrophic
events. These occurred coincidently with the
second worst drawdown for global equity markets
since 2008. Thus, the reinsurance allocation
provided no diversification benefit at all in the
environment over the last 10 years when it was
most required. Accordingly, ensuring sufficient
diversification within the portfolio of alternative
alternative strategies is important to mitigate this
“coincidence risk”.

Having spent the last five years developing alternative
alternative portfolios around these strategies,

we believe that we have accumulated deep and
differentiated expertise in the sector with access

to a number of the higher quality exponents of the
strategies. This gives us the confidence to manage
mandates focused exclusively on alternative alternative
strategies, and to certainly significantly increase

the allocation to such strategies from the current
average allocation of 5% for Partners Capital clients
as the relative attractiveness of these strategies
improves relative to both traditional asset classes and
mainstream hedge fund strategies.
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Figure 5: Illustrative Alternative Alternatives Portfolio of the Future

Target Expected S L
Asset Class Asset Class Description 8 . P to Global
Allocation Return .
Equity Markets
Third party financing of the cost of litigation
Litigation Funding in return for a pre-agreed proportion of the 15% 13% 0.0
settlement proceeds
Lending to non-traditional borrowers. Can
Speciality Lending include peer to peer lending or lending to early 10% 10% 03
stage companies
Private Debt Se.nlor lend!ng to corporations, typically to fund 8% 8% 0.2
private equity buyouts
Acquisition of life insurance policies; payment of
Life Settlements on-going premia with death benefit accruing to 8% 10% 0.0
the acquiror
Catastrophe Receive premium in return for assuming the risk 6% 8% 0.0
Reinsurance of loss following large natural disasters '
Providing protection against loss in exchange for
Insurance ) ) .
. . premium payment. Access via Lloyds syndicates 6% 5% 0.2
(including Run-off) :
or property and casualty run-off insurance
Real Estate Lending Senior and mezzanine lending collateralised 59 8% 0.2
by real estate
Life Science Investment in early stage life sciences
Public Equities and companies, both ):Jblicgand rivate companies 6% 10% 03
Venture Capital P ’ P P P
Drug Trial Financing Funding phasg /11l drug trials in e?(change for 4% 15% 0.0
part ownership of drug or device, if approved
Aircraft Leasing quershlp of aircraft which are leased to 3% 9% 0.2
carriers in return for contractual payments
Music Royalties Pgrchasg of a royalty stream associated 3% 9% 0.2
with particular songs or catalogues
Pharmaceutical Purchase of a royalty stream associated with
. . ) ; 3% 8% 0.1
Royalties a particular drug or medical device
Professional Athlete Loans to professional athletes in return for a
. . . . 3% 13% 0.1
Financing share of their future earnings
qutfldlty to Fund Liquid equities in sectors which are likely to be
Capital Calls - . : Lo . , ,
. . defensive during a recession including consumer 10% 5% 0.6
defensive equity i
staples and utilities
sectors
Liquidity to Fund Government bonds, short duration high yield
Capital Calls - cash bonds, liquid absolute return strategies including 10% 3% 0.0
equivalents merger arbitrage and style premia
Total 100% % 0.2

Source: Partners Capital
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Firm Profile

Partners Capital is a leading Outsourced Investment
Office located in London, Boston, New York City, San
Francisco, Paris, Singapore and Hong Kong serving
investment professionals, endowments, foundations,
pensions and high net-worth families globally. We
provide wholly independent advice on asset allocation
and access to what we believe to be best-of-breed
asset managers across all asset classes and geographic
markets. This access is strongly enhanced by the
quality of our community of shareholders and clients,
most of whom are veteran investors themselves in
specialist sectors around the world.

The firm was founded in 2001 by investment
professionals seeking an independent and conflict free
adviser to provide portfolio construction advice and
rigorous analysis of investment opportunities. From

its initial focus as the “money managers to the money
managers” with a base of 70 clients, Partners Capital
has grown to become an adviser to endowments and
foundations as well as prominent family offices and
successful entrepreneurs across the U.S., UK., Europe
and Asia. Endowments have become a large proportion
of the institutional client base, which now includes
Oxford and Cambridge Colleges, and many of the most
highly respected museums and charitable foundations
located around the world.

Among Partners Capital services are bespoke outsourced
investment solutions for endowments, foundations and
tax-efficient and tax-deferred investment strategies for
taxable private clients. Partners Capital predominantly
advises on entire portfolios but also specialty strategies,
such as Private Equity or Private Debt strategies.

Partners Capital deploys an investment philosophy that
embraces many of the powerful diversification benefits
of the “endowment model” of investing. However we
apply a more dynamic approach to asset allocation,
which seeks to clearly delineate between performance
derived from market factors as opposed to the skill of
individual managers.

Today, with over $26 billion of assets under
management, Partners Capital’s clients comprise

an equal mix of private individuals and institutional
clients. Many of our clients are among the most
sophisticated investors in the world, with a sound
understanding of investment principles and experience
across multiple asset classes.

Partners Capital LLP is authorized and regulated by the
Financial Conduct Authority in the United Kingdom;
Partners Capital Investment Group LLP is regulated

by the Securities and Exchange Commission and is a
member of the National Futures Administration in the
United States; Partners Capital Asia Limited is licensed
by the Securities and Futures Commission in Hong
Kong; Partners Capital Investment Group (Asia) Pte Ltd
is regulated by the Monetary Authority of Singapore as
a holder of a Capital Markets Services licence for Fund
Management under the Securities and Futures Act and
as an exempt financial adviser; and Partners Capital
Europe SAS is authorized and regulated by the Autorité
des Marchés Financiers in France.

Further information can be found on our website:
Www.partners-cap.com

Europe North America

5 Young Street Federal Reserve Plaza
London W8 5EH 600 Atlantic Avenue
England 30th Floor

Tel: +44 (0)20 7938 5200

Boston, MA 02210
Tel: +1 617 292 2570

28 Cours Albert ler
75008, Paris 1330 Avenue of the Americas
France 22nd Floor

Tel: +33 (0)1 7038 1054

New York, NY 10019
Tel: +1 212 9511288

345 California Street
Suite 600

7th Floor — Office #59
San Francisco, CA 94104

Tel: +1 628 204 3670

Asia

50 Raffles Place

Level 34 - 03A
Singapore Land Tower
Singapore 048623

Tel: +65 6645 3733

Level 16

The Hong Kong Club Building
3A Chater Road

Central, Hong Kong

Tel: +852 2297 2467
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DISCLAIMER
Copyright © 2019, Partners Capital

This document is being provided to customers and other parties
on the condition that it will not form a primary basis for any
investment decision by or on behalf of such customers or parties.
This document and any related documentation provided herewith
is given on a confidential basis.

This document is not intended for public use or distribution. It is
the responsibility of every person reading this document to satisfy
himself or herself as to the full observance of any laws of any
relevant jurisdiction applicable to such person, including obtaining
any governmental or other consent which may be required or
observing any other formality which needs to be observed in such
jurisdiction. This document is not an offer to sell or the solicitation
of an offer to buy any security.

The source for all figures included in this document is Partners
Capital unless stated otherwise. While all the information prepared
in this document is believed to be accurate, Partners Capital may
have relied on information obtained from third parties and makes
no warranty as to the completeness or accuracy of information
obtained from such third parties, nor can it accept responsibility
for errors of such third parties, appearing in this document. The
information contained herein has neither been reviewed nor
approved by any referenced funds or investment managers.

Opinions expressed are our current opinions as of the date
appearing on this document only. We do not undertake to update
the information discussed in this document. We and our affiliates,
partners, officers, directors, managing directors, and employees,
including persons involved in the preparation or issuance of this
material may, from time to time, have long or short positions

in, and buy and sell, the securities, or derivatives thereof, of any
companies or issuers mentioned herein.

This document contains hypothetical or simulated performance
results, including for the Equity/Bond index, which have certain
inherent limitations. Unlike an actual performance record,
simulated results do not represent actual trading. Also, since the
trades have not actually been executed, the results may have
under- or over-compensated for the impact, if any, of certain
market factors, such as lack of liquidity. Simulated 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 client will or is likely to achieve profits or losses
similar to those shown. These results are simulated and may be
presented gross or net of management fees.

This document may include indications of past performance of
investments or asset classes. Past performance is not a reliable
indicator and is no guarantee of future results. Investment returns
will fluctuate with market conditions and every investment has
the potential for loss as well as profit. The value of investments
may fall as well as rise and investors may not get back the
amount invested.
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Certain information presented herein constitutes “forward-looking
statements” which can be identified by the use of forward-

looking terminology such as “may,” “will,” “should,” “expect,”
“anticipate,” “project,” “continue” or “believe” or the negatives
thereof or other variations thereon or comparable terminology.
Any projections, market outlooks or estimates in this document
are forward-looking statements and are based upon certain
assumptions. Due to various risks and uncertainties, actual market
events, opportunities or results or strategies may differ materially
from those reflected in or contemplated by such forward-looking
statements and any such projections, outlooks or assumptions
should not be construed to be indicative of the actual events which
will occur.

Certain transactions, including those involving futures, options,
and high yield securities, give rise to substantial risk and are not
suitable for all investors. The investments described herein are
speculative, involve significant risk and are suitable only

for investors of substantial net worth who are willing and have the
financial capacity to purchase a high risk investment which may
not provide any immediate cash return and may result in the loss
of all or a substantial part of their investment. An investor should
be able to bear the complete loss in connection with

any investment.

Certain aspects of the investment strategies described in this
document may from time to time include commodity interests as
defined under applicable law. Pursuant to an exemption from the
U.S. Commodity Futures Trading Commission (CFTC) in connection
with accounts of qualified eligible clients, this document is not
required to be, and has not been filed with the CFTC. The CFTC
does not pass upon the merits of participating in a trading program
or upon the adequacy or accuracy of commodity trading advisor
disclosure. Consequently, the CFTC has not reviewed or approved
this trading program or this document.

Partners Capital refers to the Partners Capital group of entities
comprising: (i) Partners Capital Investment Group, LLP, registered
as an investment adviser with the Securities and Exchange
Commission (“SEC”), as a commodity trading adviser with the
Commodity Futures Trading Commission (“CFTC”) and is a
member of the National Futures Association (“NFA”) (ii) Partners
Capital LLP (FRN: 475743), authorised and regulated in the
United Kingdom by the Financial Conduct Authority (‘FCA”) and
(iii) Partners Capital Asia Limited (CER:AXB644), licensed by

the Securities and Futures Commission (“SFC”) in Hong Kong

(iv) Partners Capital Investment Group (Asia) Pte Ltd regulated

by the Monetary Authority of Singapore (MAS) as a holder of a
Capital Markets Services license for Fund Management under the
Securities and Futures Act and as an exempt financial adviser and
Partners Capital Europe S.A.S is licensed and regulated by the

Autorité des Marchés Financiers in France.



