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F-Squared’s Howard Present: 
‘What We Offer is Straight Forward’
Firm’s CEO and founder says it is focused on growing institutional business

The key to making gains for institutional
clients is not how well you do when the
market, or some part of the market,

or any particular investment goes up. It’s how
well your investments hold up when the mar-
ket or a particular sector goes down. That, at
least, is the basic idea behind the strategy pur-
sued by Howard Present, president, CEO and co-
founder of Wellesley, MA-based F-Squared
Investments.

“There’s a concept we call capital gap,”
explained Present, who came to F-Squared
after earlier founding Helicon Partners LLC, a
boutique management firm specializing in new
business development within the financial
services industry. “If the market goes down
50%, it has to recover by 100% to get back to
where it was. What this means is that if you 
can avoid that downside, you pick up an expo-
nential benefit. It’s not how much you make
that matters. It’s how much you keep.”

F-Squared’s strategy kept quite a bit. When
the S&P dropped by 37% in 2008, F-Squared’s
AlphaSector Premium Strategy, which is
adjusted weekly, was down just 1.9%. A second
strategy, called the AlphaSector Rotation
Strategy, which is adjusted monthly, was down
8.5% for the year.

But Present, who ran global product 
management and strategy as a managing direc-
tor at Evergreen Investments before going out
on his own, said that just avoiding losses is 
only half the battle. “There are a number of

strategies, like absolute return, that provide
downside protection, but they don’t tend to do
very well when the market is moving up,” he
said. “Our strategy also seeks to outperform in
a bull market too.”

Again, looking at the recent huge market
swings, he said that in 2009, when the S&P
roared back, rising 26.5% for the year, the
AlphaSector Premium Strategy gained 32.3%,
besting the index significantly, while the
AlphaSector Rotation Strategy gained 25.3%,
staying close to the S&P index.

“Historically, our Premium strategy bests
the market by 11.5% a year. But it gets even bet-
ter because of the strategy’s ability to avoid
downturns. For the nine years since the strat-
egy’s 2001 inception, the strategy is up 213%,
compared to a gain of just 20% for the S&P.”

In terms of the nuts and bolts of
F-Squared’s operation, Present said he works
with nine sector exchange-traded funds (ETFs).

“It could be hundreds of companies we’re
invested in, but the maximum number of actual
securities we hold is nine,” he said. “What we’ve
done is identify a structural weakness in the 
marketplace. There is a ‘fat tail’ in the market,

which means that extreme downturns of more
than 10% are more frequent and more severe than
are extreme upsides. Since the environments that
most likely lead to extreme ups and downs, if you
avoid both, you come out ahead.”

When Present and his team see a market that is
trending down,“we clear out of the way,”he said.

“For example, when we see an individual
sector like financials moving down, as hap-
pened in 2007, we get out of financials com-
pletely. We eliminate it,” he said, noting that all
sectors are weighted equally.

F-Squared currently has $550 million in
funds under management. The bulk of that is
retail and small businesses, but the company 
is focusing on growing its institutional side.
“We are getting lots of calls this year from 
pension funds and other institutions, and we
expect to be up to $200 million in institutional
investments by the end of the year.”

“Many institutions after 2008 have a
greater appreciation of the cost of losses in try-
ing to achieve their funding goals,” Present
said. “The products or investment solutions
that had the best downside protection and also
high upside potential--basically hedge funds--
came with low transparency, low liquidity, and
high complexity, and also high fees, and many
funds ended up facing liquidity problems. In 
contrast, what we offer is straight forward
daily liquidity, with good risk control in bear
markets and attractive participation in bull
markets.”

By Dave Lindorff 

F-Squared’s strategy kept quite a bit. When the S&P dropped
by 37% in 2008, F-Squared’s Alpha Sector Premium Strategy,
which is adjusted weekly, was down just 1.9%.

“It’s not how much you make that matters. It’s how much you keep.”
- Howard Present, president, CEO and co-founder of

Wellesley, MA-based F-Squared Investments

        



Disclosure for Performance Data

“AlphaSector” is a service mark 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 Active Index Solutions, LLC or F-Squared Investments, Inc.  Active Index Solutions and F-Squared
Investments reserve the right at any time and without notice to change, amend, or cease publication of the information.  This material has been pre-
pared solely for informative purposes.  The information contained herein has been obtained from sources that we believe to be reliable, but its accu-
racy and completeness are not guaranteed.  It is made available on an “as is” basis without warranty.  

Investment products that may be based on AlphaSector Indexes are not sponsored by Active Index Solutions, LLC, and neither F-Squared
Investments, Inc. nor Active Index Solutions, LLC makes any representation regarding the advisability of investing in them.  Inclusion of an 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 exchange traded funds included in an 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.  

The Indexes are based on active strategies, with the strategy that the AlphaSector Rotation Index and the AlphaSector Premium Index are based on
having an inception date of April 1, 2001.  The process of converting the active strategy to an index implies that the returns presented, while not
backtested, reflect theoretical performance an investor would have obtained had it invested in the manner shown and does not represent returns that
an investor actually attained, as investors cannot invest directly in an index. Theoretical and hypothetical performance has many inherent limita-
tions. The performance is adjusted to reflect the reinvestment of dividends. The fee schedule and anticipated expenses are included in the client
agreement. F-Squared’s fees are available upon request and also may be found in Part II of its Form ADV. Past performance is no guarantee of future
results.

The information presented is based upon the performance of an Index as reported by the New York Stock Exchange ARCA, NASDAQ OMX, or Active
Index Solutions, LLC.  The information is adjusted to reflect the reinvestment of dividends and, except where indicated, all returns are presented gross
of fees.  No representation or warranty is made as to the reasonableness of the assumptions made or that all assumptions used in achieving the returns
have been stated or fully considered.  Changes in the assumptions may have a material impact on the hypothetical returns presented.   

AlphaSector Rotation Index is the exclusive property of F-Squared Investments, Inc. and Active Index Solutions, LLC.  Active Index Solutions, LLC
has contracted with The NASDAQ OMX Group, Inc. (collectively, with its subsidiaries and affiliates, “NASDAQ OMX”) to calculate and maintain the
AlphaSector Rotation Index.  NASDAQ OMX shall have no liability for any errors or omissions in calculating the AlphaSector Rotation Index. 

Returns represent past performance, and are not guarantees of future results or indicative of any specific investment.  Past performance is no guar-
antee of future results.

Sources:  Morningstar, New York Stock Exchange ARCA, NASDAQ OMX.  All rights reserved. 
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