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A The coverage is comprehensive as risk can origin anywhere. The annual output
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graphigich and jargdree. 911
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A IR&M uses orthodox as well asdession, intuitive approaches to assess

ST valuations and the associated risks thereof. 1416

AAstute big picture thinking, timely
financial risk analysis, and meticulous momentum monitoring are geared
towards adding perspective and improved decision making. 1720
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éIR&M Risk Management Research
Independent research firm

Firm . [R&M

A Ineichen Research and Management
("IR&M") is a research firm focusing o
investment themes related to absolute
returns and risk management.

A IR&M was founded in 2009 and is an
independent company, fully owned by
Alexander Ineichen.

A IR&M is based near Zug, Switzerland,
healthy distance to the main epicentre e e
mainstream financial thinking. Sk agaaae gk

not the management of
returns.

A wwwineichemm.com

A info@ineichem.com

www.ineichem.com
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Down -to -earth mission statement

Mission IR&M logo explained
~ ) When all is said.
n We S e e k t O I m p r oV and done, this is

- . Here is where we what we aim for.
decisions of investors who talk to us rela hope to start adding T el e
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A Logo symbolises the knowdpygigenid

A Adding perspective to gain a better
understanding of what is going on and,
ideally, seeking applicable wisdom is the
main goal of the research effort

Ineichen Research & Management AG



éIR&M Risk Management Research
Simple investment philosophy

We believe:

A The absolute return investment philosophy makes sense while the relative return investment philosophy doe

A Active risk management is the key to "absolute returng&riineptmitive compounding of capital) and therefore th
key discipline in investment management.

A Large losses kill the rate at which capital compounds and are not good for one's financial and mental health.
are loss averse, not risk averse.

A Active risk management is a craft, neither a science nor an art. The first principle of risk management'is "lea
l.e. experience matters.

A Most of the risk management literature is about risk measurement, rather than risk management. Risk mana
about responsibility, not models.

A Most of the risk management literature is focused on risk and volatility, rather than uncertainty. Investors nee
compensated for bearing uncertainty.

A Active risk management and continuous investment success is difficult. We are sceptical of all the academic
suggesting otherwise.

A Markets might or might not be forecastable; active risk management is doable and worthwhile in any case.

A Many axioms in economics and finance (rational expectations, efficient and complete markets, etc.) are wrol
expensive to investors and the system alike.

A Knowledge, understanding, insight, perspective, and, ideally, applied wisdom improves the quality of investn
more granular data does not.

A When it comes to understanding, most of the detail simply does not matter. Common sense trumps minutea

A Yes, the devil is in the detail. But if you get the big picture wrong, you need not worry about detail.

A Leonardo da Vinci hit the proverbial nail on its head: "Simplicity is the ultimate sophistication."

Ineichen Research & Management AG
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Conscientious and thoughtful founder

Alexander Ineichen CFA CAIA FRM
Praise for Absolute Returns
1988  Start financial career in derlvz_itlves brokerage qnd origination of risk iThe wor | deE= .,”
management products at Swiss Bank Corporation. I
investing floats on a
1991  Various research functions within UBS Investment Bank in Zurich and RVt - We| RWe1 (s 7 Abfo
2005 relating to (_equny derivatives, |nd|_ces, gapltal flows and alternative inve most of which are re urns
from 2002 in the role of a Managing Director. ; . .‘
obvious, simple- gy e d |
Author of two publications #Aln minded, and clichés, [F&&s chutinesie W ¢ |
(October 2000) and fAThe Search and all of those are
Add Value?" (September 2001). These two documents were the most q t
printed research publications in the documented history of UBS. He is .ange.rous o )
aut hor of "Absolute Returns' ' Th e [ RUEHHEIEETMINESERAORUINE | -
|l nvesting" (Wiley Finance, Oct book bears no relation to all that
of Active Asset Managemento (Wi stuff. Ineichen's message is r 2z
al so p e nRoadapfolHatigeOFsINds in 2008 and 2012. original, powerful
2005  Senior Investment Officer with Alternative Investment Solutions at UB Seelgale]g=1a[=1aS\Y/Rr=Talo MEESIETpliE 1R o)
2009 Asset Management, then the largest fund of hedge funds. robust financial health. The
2009  Foundation of IR&M in October 2009 literary clarity he blends with his

financial wisdom is an additional
Alexander holds a Bachelor of Science in Business Administration wit bl essi n g . 0
General Management from the Universities of Applied Sciences in BuSr I sy =Y [ =V=Ye ot=S (=Y 13|
Administration in Zurich (HWZ), Switzerland. He is on the Board of Dir|
the CAIA Association.
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A TR&M

Straightforward outline

i Nowcasting is to forecasting
what astronomy is to

Research outline

Al R&MOsSs risk managem
to I mprove i1its clie
making. The basic premise is the idea that
longterm success is dependent on survival
and avoidance of large losses, i.e., the
management of risk, not returns.

A We subscribe to nowcasting as opposed to
forecasting. The research are based on fac
not forecasts. Conclusions are drawn from
changing conditions, rather than opinions.

A The main focus on uncertainty, not just risk
are sceptical towards financiabguzantlry.
Uncertainty is miditeted and includes policy
errors related to seso@nomic or monetary
experiments, corruption, expropriation,
negative compounding of capital, war, etc.

Ineichen Research &

Management AG

astrology. 8§
a Claim by IR&M

;IR&M
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Nowcasting and
financial wizardry

13 January 2015 B Nowcasting is to forecasting what astronomy is to astrelogy. At the
T2e

conomists “predicted” that US
year. They fell. One ought
ne doesn’ ow. It's abways experts—oftan well-
zsional: who do not suffer from a lack of self-
confidence— whe do the I,f recasts. It's like the silly people

Alexander ingichen CFA, CALA, FRM
+41 41 511 2497
al@Inelchen-rm.com
wwwIngichen-rm.com

expert’s view and objective models are better than subjective

“0ne day your intuition will fail, and B A nowcaster does not tr
you will finally understand that logic
is primary above all else. Instinct is
simply another term for serendipity.™
—Tuvok, Star Trek: Voyager. Rlze. 1997

on facts seems more logical than an investment process that
focusses on intuitions.

W Rick is expasure to change. Nothing lasts forever. The situation wi

change eventually. Forecasting the change & a mug’s game.

Nor e change in real time will elevate the investor's

convi he change d low for izciplined and
rebust—and ther reff ore more intelligent—decizion making.
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A TR&M

Rigorously fact  -based

Facts

A IR&M

Business sentiment: rising

Risk Management Research Flash Update

Sentiment is rising.

A The research is fhessed, rather than
forecast or opinibased. A trend or a
change thereof is viewed as a

-rs:r hws selection of
indic, v busingss

The average rose by 0.7 standard deviation (sd)

fn July and fell by 1.2 sd in August. The Septembdr
rise was 1.2 sd and the October rise is a 0.2. sd rige
so far. The most recent peak of the average was At

73.1 in April 2014,

Dec 2007 to Aug 2016 Sep \, Oct  Nov A 8D

measurable fact.

I . 673 680 na * IAvemge

A We subscribe to the cendlohadage
of Athe trend I s
application is that trends are, to som
extent, the opposite of randomness |-
and, furthermore, often go on for lon '*
than the nNnopinio m
suggest. The practical relevance for me==
investor is to know whether he is

positioned with or against the tide.

A Over the past couple of years, this
approach allowed us to call the US an
Ai dentifiabl e winn
Nni dentifiable | ose
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Bl 1 [ 20 68 na * US: Empire State Fed
[ | 1 128 97 na * US: Philadelphia Fed
l ‘ 80 40 na * Us: Richmond Fed
1 J 1y -I | J 37 15 na # US: Dallas Fed
: 3 01 na na # US: Chicago Fed
- 948 na #* US: NFIB small biz opt
Higher and above expectations p

Risk Management Research Flash Update - i

US consumer: full bounce back

‘Source: IREM, Bloomberg. Note: The light blue fn

These two indicators fell by 0.8 and 1.3 standard deviation in October, ie., a meaningful move
in the wrong direction. They bounced back fully in November and are now where they where in
September as well as January of this year.
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A TR&M

Politically incorrect truth

-seeking

Truth -seeking

A We believe political correctness is the oj
of trutkseeking. As an independent bouti
we can and do strive for the latter. We a
with Scottish author George MacDonaid
190bhe tiwo pill ars
are:

a) wilful ignorance
b) a steadfast

With respect to humour, we tend to agre
Winston Churchill t 1 s my b

ref

deal with the most serious things in the wc

unl ess you under st

American author Lillian Hellmani (B325.
ACynicism i s an un
truth. o
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The occasional cynical remark we excusems:

Risk

Risk Management Research - Q1 2014

S&P 500 in eggs: no new high

The S&P 500 is moving from one all-time high to the next in nominal USD terms.
However, the USD s a wasting asset; at least for all those who need to (or, like
your author, are sent to) buy eggs. In egg-terms, the S&P 500 is still below its
2000 high.

1800
Risk Management Research - Q1 2014

Trivia: Complexity of Obamacare

Your New Health Care System

A IR&M

Some random remarks

“At the end fiat money returns
to its inner value - zero.”
—Voltaire

Ywn ot Uanos, | [ AUEeTED WoRe mo
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* 2016 is to professional polling agencies what 2008 was to professional s

credit rating agencies.

*  The fact that The Simpsons, a satirical depiction of American life, aired
a show with Trump as a ruinous president in 2000 we find telling. But
now we don’t know whether American life is becoming more satirical
or The Simpsons more real.
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*  The fact that the US stock market in USD is outperforming most other
markets is still a fact.

c

*  Brexit and the Trump victory means that the wind behind Le Pen and
the AfD (Alternative fiir Deutschland) is probably much stronger than
mmally and generally percelved The multi-decade trend of slow

ion of many indk i 1 societies could be in
process of ending. We continue to belleve that the EU is, if not
socialist, then certainly paternahst and is, if not anti-democratic, then
certainly de ratic, and to ken structurally. Given
the empirical evidence that all fiat money systems eventually go to
zero, we currently do not know what will come first, the
abandonment of the Euro—a proxy for the EU’s constructional flaws
and political ineptitude—or a new global currency system.

E,

p |

* One interpretation of history could be to call those who now argue
that the election of a narcissistic egomaniac will turn out to be just
alright appeasers.

* As The Economist put it: “History is back—with a vengeance.”

Source: IR&M risk management updates in Q1 2014 and flash update 14 November 2016
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Comprehensive coverage

Coverage

A The risk management research update, the
main publication, is publish&b 2nes per
year, roughly ever§ @eeks.

A The aim is the cover i
theory suggests that a
the amazon can Acausenon
We do not dAforecast o t
We aim to spot the turbulence caused very
early. Our research, therefore,-isafsed,
not opiniehased.

A Turbulence can emanate anywhere. We
therefore cover all asset classes, and, ideally,
all regions. However, a stronger focus is givan
to the US, Europe/Eurozone, the UK,
Germany, France, Italy, Switzerland, Japan,
China, Australia and the Emerging Markets
complex.

A Given our extensive coverage, we spend a lot
of energy in summaries; with the speed reader

in mind. Source: IR&M risk management update 3 November 2016
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