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Portfolio Replication Technology (PoRTTM)



F-Squared’s business design and Portfolio Replication Technology
(PoRT) allows delivery of performance without layering of fees

 PoRT is an analytical engine in development since 1999

• Developed by world class team of mathematicians, integrating techniques from : performance-
based attribution, regression analysis, pattern recognition, biotechnology

• International patent pending

 Quantitative engine optimizes securities and weights to minimize tracking error versus
custom portfolio of mutual funds

 Allows replication of performance of portfolio/index of mutual funds without direct
investment in underlying funds

Universe Construction
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OBJECTIVE:
Optimization to reduce
tracking error between

ActiFindex and investible
portfolio of individual

securities

TOOLS AND TECHNIQUES:
• Large-scale optimization

• Multi-factor regression analysis

• Performance Attribution

• Data scrubbing and QC

OUTPUT:
• Investible Securities

• Weightings

Universe Construction

•Benchmark (i.e. R1000V)

•Publicly disclosed holdings
of funds

•Judgment of management
team

Additional Inputs

• ActiFindex performance

• NAVs of constituent funds

• Total return profile of
Investment Universe



Customized Replication solutions: flexibility, custom design,
low cost, and potential for improved persistency of alpha
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Tracking
Portfolio

Tracking Portfolio
delivers performance

without incurring
mutual fund fees

Portfolio of mutual
funds selected for

replication

Portfolio
Design

Data
Collection

PoRT
Analysis

Replication
Portfolio

Client can revisit the portfolio regularly and make weighting and manager adjustments
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Portfolio

Portfolio Design

 Client or consultant can custom design portfolio
o Manager selection (small portfolio of managers or

indexes)
o Asset class
o Weightings

 Portfolios can be designed to meet various objectives
o Alpha maximization

o Downside risk
o Persistency of performance

PoRT Analysis/Replication

 Algorithm development began in 1999

 Generates a portfolio of holdings/weights
that best explain the return patterns of the

portfolio of funds selected

 Only uses publically available information
o SEC filings

o Mutual fund daily NAVs



All information in this presentation is the property of F-Squared Investments, Inc. and
is strictly confidential. Visit our websites at

www.f-squaredinvestments.com or www.activeindexsolutions.com.

IMPORTANT INFORMATION:
Copyright © F-Squared Investments, Inc. All rights reserved. “AlphaCycle” and “AlphaSector” are service marks of F-Squared Investments,
Inc. This material is proprietary and may not be reproduced, transferred or distributed in any form without prior written permission from F-
Squared Investments, Inc. or Active Index Solutions, LLC (“AIS”). The firms reserve the right at any time and without notice to change,
amend, or cease publication of the information. This material has been prepared solely for informative purposes. The information contained
herein has been obtained from sources that we believe to be reliable, but its accuracy and completeness are not guaranteed. It is made
available on an "as is" basis without warranty. Investment products that may be based on AlphaCycle or AlphaSector Indexes are not
necessarily sponsored by AIS or F-Squared Investments, Inc. and neither firm makes any representation regarding the advisability of investing
in them. Inclusion of a mutual fund or exchange traded fund in an index does not in any way reflect an opinion of Active Index Solutions or F-
Squared Investments regarding the investment merits of such a fund. None of the funds included in the index have given any real or implied
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Squared Investments regarding the investment merits of such a fund. None of the funds included in the index have given any real or implied
endorsement or support to Active Index Solutions or to this index. One cannot invest directly in an index. Returns represent past
performance, and are not guarantees of future results or indicative of any specific investment.


