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Multi Asset Investing in the “roaring 20’s”
- low returns, higher risk?
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Brighttalk Multi Asset Summit

Major themes

Investing in “the roaring 20’s"

* Alternative sources of return
Low or negative yields, weak equity returns » Traditional and alternative risk premia in
one portfolio
» “Searching for better beta” instead of
»,Searching for Alpha“

Loss of diversification opportunities * New sources of diversification
» ,Risk Mitigation” strategies instead of
bonds
» use of leverage for diversification purposes
instead of simple amplification

* Total Portfolio Approach
Investment process » more efficient than traditional asset
allocation in combination with ,,stop loss”
» all sources of return in a permanent battle
for a weight in the portfolio
» Risk-based allocation

Objectives * better Return-/Risk-Trade Off
> stable cash flows / dividend distributions
» targeted portfolio-risk
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Who we are
Investment boutique working for and with leading players in financial services

Explore our world class network
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What we do

Our work is deeply-rooted in a risk-factor framework

Traditional Risk-Premia
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What we do

Client centric solutions delivered via three lines of activities

:

Indexing

Alpha Centauri
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Indexing
iISTOXX Europe Factor Indices — powered by Alpha Centauri

STOXX releases EUREX publications

Aot 2086 |

\\\\ g

ISTOXX EUROPE FACTOR b \\\\

INDICES - AN INVESTABLE ISTOXX EUROPE FACTOR Futures on iSTOXX® Europe Factor Indexes, \\ \ \
ACCES; TO FACTOR RISK INDICES - HARVESTING Futures on iSTOXX® Europe Factor Indexes W \\‘:\ )
PREMIA EQUITY RETURNS WITH BOND- at Eurex Exchange WAL

“L,'PSEYO_':/:_T'E,” Amundi 7y Nutzen Sie die Vorteile

W eines marktneutralen
Multi-Factor-Aktien-ETFs

Traded coawacsand open et thosandy

- og s
ot cp s,

e 10 570 ant

i S L \ _ ISTOXX® Europe Factor Index Futures STOXX* Europe 600 Index Futures (FXXP)

Underlying index isTone s urope Low Risk, Momentum, Quality, Size, STOXX® Europe 600 Index

INVESTMENT

Jetzt Ist der richtige Zeltpunkt far einen marktneutralen Aktlenansatz
Index type Net return index Priee index

INVESTMENT

"| ) Contract value EUR 50 per index point
L Tick value EURS

Price quotation In points with one decimal place

Minimum price change 0.1 index point

n | r Rik, ¥ =t
’ . l . Contract months
| - . )

sin diteent dmensions: Pertorma | SettiEment.

Final settlement price

Last trading day and
final settlement day

Continuous /TES :
Flexible contracts s
Minimum block trade i : N
|| - [e— STOXX
“ Fees
.

Vendor codes

Amundi ETF iSTOXX Europe Multi-Factor Market Neutral UCITS
ETF was crowned by I'Agefi with the European ETF Innovation
Award 2018 in the Equity category.

nables to capture European equity risk premia wit

“We are delighted to collaborate with Alpha Centauri in “The new futures are based on the iSTOXX® Europe Factor
developing the iSTOXX Europe Factor Indices. As part of the index family developed by STOXX® in collaboration with
index family, the iISTOXX Europe Single Factor Indices offer a Alpha Centauri and offer investors a unique and innovative
very unique and innovative way to capture risk premia while way to target and capture premia.”

simultaneously minimizing distortions,” said Matteo
Andreetto, chief executive officer, STOXX Limited. (AC Press

release, 2016)
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Investment
Alternative Risk- and Factor Premia / Climate Smart Investments

Risk-/Factor-Premia publications Climate research (with ISS ESG)

) . . alt®
alternative investor information

UIf Fallgraf Der Klimawandel und
== h die Konsequenzen fiir
= Liquide Alternative Risikopra klassische Benchmarks

") — . keep it sophisticated simple’

THE SEARCH FOR CLIMATE SMART
INVESTMENTS REVISITED:
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Abroutsrematie @4 ]
LAlternative Risikoprdmien sind eine der wenigen “Comprehensive carbon data can help generate financial
Mdglichkeiten, im liquiden Bereich noch Ertréige zu erzielen. outperformance and investing in line with a 2-degree scenario is
Aufgrund ihrer spezifischen Eigenschaften (kleinere a clear opportunity for value creation ..... These are the findings
Drawdowns, schnelleres Recovery, weitestgehend unkorreliert) of the recently published paper by South Pole Group, global
sind sie ein idealer Bond-Ersatz. sustainability solutions provider, and Alpha Centauri, the

Hamburg-based boutique asset manager, who today announce
their partnership.” (SPG press release / RESPONSIBLE INVESTOR)
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Risk
Alpha Centauri utilizes FIS/APT risk models and holds a partnership with FIS

FIS Client Story FIS - Press Release

b InvesRptit § [, o | Empowering r_ I S
performance _ -' , the Financial World

N =t

-

CASE STORY

UNCOVERING FACTOR BETA FOR ; . ..

ALPHA CENTAURI'S INVESTORS - FIS APT is pleased to announce the following addition to our

e oy Poss o et models:

e o IMPROVEMENT

ALPHA CENTAURI worked closely with our investment “We have added iStoxx Europe Equity Factor indices to our
risk experts to develop a research and portfolio models as part of our explanatory factors offering.
construction infrastructure to address risk issues. This These indices were constructed by iStoxx in conjunction with
approach allowed Alpha Centauri to create, test and our partner and factor investing specialist, Alpha Centauri.
launch new factor products ... The factors seek to capture six key risk premia - Value, Carry,

Momentum, Size, Low Risk, and Quality.......

Alpha Centauri
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The Challenge
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Status Quo

Low or negative bond yields expected to persist

US-Government bond yield* 40 years real drawdown again? **
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US Gov. Yield Average ex "Interest Rate Bubble" DD real inverted — e Debt/GDP

Average

* Low yields are more the rule than the exception in the long run (US 10 yr. average 3,6%)
* “Financial repression” the most probable route to reduce Debt/GDP-ratios

* Yield- or yield curve control in form of quantitative easing is the replacement of US-yield
ceiling during the 40’s/50’s of last century

* 110 % Debt/GDP led to 40 years of real drawdowns in US-Government bonds from 1944-85

Sources: *R.Shiller/Yale; **US Congress Alpha Centauri

Budget Office, AC calculations Risk premia -Madein Germany 10



Status Quo

Low returns in European equities — dividend strategies underperformed

Low growth — weak performance Excess Returns: Carry vs. Dividends
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5yr. Return iSTOXX Europe Carry @ |\|SCI| Europe Div. Yield

* Index earnings in European equity markets back to 2000 levels in many cases
* Simple dividend investment strategies underperformed for years in all major regions
* Problem will be exaggerated after COVID -19 related cuts

iSTOXX is a trademark of STOXX Ltd Alpha Centauri

MSCI, and the MSCI index names are service marks of MSCI Inc. 1 1
Risk premia - Made in Germany



Status Quo

Bonds lost most of their diversification benefits over the last couple of years

Bonds — , return-free risk” Higher drawdowns in Multi Asset

30% 30%
21% 21%
20% 16% 14% 15% 20% 14% 15%
10% 10%
% 1% 0% 1%
0, 0, —
15" " -
-10% -3% 2% T -10% -4% . 7
-8% -7%
-10% -13%
-20% -20% o
-30% 26% -30% -26%
-40% S -33% -40% R -33%
-50% -44% -50% -44%
-60%  -55% -60%  -55%
T™T Financial Euro Crisis Greece Corona T™T Financial Euro Crisis Greece Corona
Bubble Crisis Bubble Crisis
W Aktien Staatsanleihen IG Credit W Aktien Staatsanleihen M Balanced/MultiAsset

* LowYields are a drag on diversification benefits of credit risk free government bonds
* Performance declined with every drawdown in equities

« Compared to former times, investors will have to reduce risky assets or must look for new sources
of diversification

Alpha Centauri

Risk premia - Made in Germany =
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Rethinking the ,,Core”

Alpha Centauri
Risk premia - Made in Germany
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Rethinking the Core

Positioning in times of “financial repression”

“Bullet” probably better core position than “Barbell” in Multi Asset

Real Estate, Infrastructure, etc.
(Bond Proxies)

Inflation — Linked Bonds Commodities

Financial
repression

Equities,
Government Bond: Corporate Bonds,

Private Debt

Private Equity

Inflation / Breakeven Inflation Rate

Growth / Real Yield

Alpha Centauri 14
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Rethinking the Core
Altering the risk-/return tradeoff

Bullet vs. Barbell on the risk-return curve

* downward shift of the whole curve
Disinflationary environment * falling interest rates
* falling earnings yields (higher P/E’s)
* risk curve “butterflies”
* beneficial for high quality long duration assets
* long duration government / IG corporate
bonds, growth stocks
* lower cash flows compensated by rising valuation
(capital gains)

*  “barbell” — positioning preferred

Financial repression * downward shift of the whole curve over
*  risk-/return curve concave and short duration-/
high cash flow assets seem to be undervalued
* negative real returns for long duration safe assets
and growth stocks highly likely
* Investors looking for higher cash flows

*  ‘“bullet” positioning on the belly of the curve
most beneficial position

Alpha Centauri

15
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Risk Mitigation
Strategies

Alternative sources of return and
diversification

Alpha Centauri
Risk premia - Made in Germany
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Risk Mitigation Strategies

Alternative Risk-and Factorpremia

Reduce growth/ inflation dependency by adding alternative risk- and factor premia

Alternative

Risk-and Factorpremia

Inflation / Breakeven Inflation Rate

Growth / Real Yield

Alpha Centauri 17
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Risk Mitigation Strategies

Diversified Income Fund: Gold, REITS, Defensive Factors, China Gov. Bonds...

Risk Mitigation strategies more effective than bonds in today’s markets
40%

35% 34%

30%
30%

25%
21%

20% 18%

16% 16%

I3%
0

14% 15%

12%
2% I

15%

10% 9%

7%

7%

5% 4%
10
| | -

0% o B L e

% 1% -1%
-5% -3% -2% 2%

-10% -8%
TMT Bubble Financial Crisis Euro Crisis Greece Corona

B Gov.Bonds mIG Credit ™ Risk Mitigation-S  H Risk Mitigation-F  ® Gold

Alpha Centauri
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Risk Mitigation Strategies

Single-Factorpremia Long/Short one way to achieve that

Europe Excess Returns US Excess Returns

110,0 - 110,0 ~

105,0 105,0

100,0 A 100,0

95,0 95,0

90,0 A 90,0 A

85,0 85,0

80,0 T T T T T T T T T T T 80,0 T T T T T T T T T T T
IR R N UG I N I I R N I
F ¢ F W YR o ¢ F & WY R

Value Carry Quality Momentum e |ow Risk e Size Value Carry Quality Momentum Low Risk Size

s |STOXX faCtOF IndeXES ,,Ca ptu re R|Sk Prem'a”as pure as pOSSibIe https://www.youtube.com/watch?v=19CADcpfNjw

*  European factors tradable using EUREX iSTOXX factor futures hts./www.eurex.com/ex-en/markets/idwistos

*  risk mitigation strategies using factors capitalize on the changing nature and thus the dispersion of these
risk premia over time

* they are able to deliver a diversifying return profile, which bonds are unable to provide today

Alpha Centauri

Risk premia - Made in Germany 9
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Rethinking
Multi Asset processes

,Jotal Portfolio Approach”
as an operational concept

Alpha Centauri
Risk premia - Made in Germany
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Investment Process

Total Portfolio Approach — a better way to achieve desired outcomes

Advantages: more adaptive, better decision-making, integrated risk process
Traditional Multi Asset

Performance comparison

Measurement of results

Opportunity Set

Diversification by

Decision making

Implementation

Benchmark/Peergroup

Relative to benchmark

Asset classes

Asset classes

Comitee

Specialist teams combat for
portfolio weights

Alpha Centauri
Risk premia - Made in Germany

Total Portfolio Approach

Fund objectives

Total Return, Fund objectives
Return vs. risk-budget

Contribution of every investment

to Total Return

Risk factors
Risk Mitigation —Strategies

Portfolio manager

Portfolio manager via risk-based
allocation

21



Risk Management Process
Getting the ,,nutritions” right is more important now than the ,ingredients”

= Liquidity

= Bond

= Equity

-10,0%
-15,0%

-20,0%

= Alternatives

= Liquidity = Bond

20,6%

I L.n Fi ial Eul isis  Cor risis  Market
41% Rebound
574 -8,0% 7,6%

-15,3%

= Equity

Asset Allocation Risk Allocation

O O

= Alternatives

15%

10%
5%
0%

6
-5%
-10%

-15%

-20%

Alpha Centauri

Risk premia - Made in Germany

Risk Attribution
7

A

= Bond Yield m CDS Spread

= Short Rates

Money Market

Corporate Credit = Equities = Others = Specific

Scenario-based stress test Shock-based stress test

22



Risk Management Process
Forensic views for a multi-dimensional world

,Equity like“-bonds, , Bond-like” equities, Gold, hedged factors, leverage

Portfolio Analytics @ AILPHA CENTAURI RISK

Diversified Income Fund

Summary VaR [ Tail Risk Asset Allocation / Risk Allocation

Total Volatility 4,41 Day Month Year
Systematic 3,74 VaR 95 0,4% 2,1% 7.3%
specific 0,68  VaR99 0,5% 3,0% 10,3% Lo |
TaR 68 0,4% 2,1% 7.4% RA -_
Tail Risk 68 1,7%
-50,00%  -25,00%  0,00% 25,00%  50,00%  75,00%  100,00%  12500%  150,00%
Beta Cor. AA RA
MSCl World 009 033 USD 94,3% 79,3% | u n
EM CDX 0,09 0,13 CNY 6,7% 1,3% Liquidity Bond Equity Alternatives Hedging
EM Equities 007 032 EUR -1,0% 19,3% Asset Allocation 54,3% 72,6% 0,6% 15,52% - 56,0%
Risk Allocation 0,0% 86,3% 12,5% 39,66% - 38,5%
Detailed Risk Attribution
Cash 54,3% -
TADQA ABU DHABI 2024 4,8% - DM Money Market 0,00
BOAD 2027 4,8% EM Money Market 0,02 Money Market 0.02 |
iSTOXX EU CARRY F Jun20 3,6% DM Short Rates 0,01
CHINA GOVT BOND 2026 3,4% EM Short Rates 0,44 - Short Rates 0,45 .
DM Bond Yield 0,00 | _
et Bone i ow  wm | s | o [H
iSTOXX EU CARRY F Jun20 10,4% EM CDS Spread 0,13 i
FORD MOTOR CRED 2027 10,4% CDS EM Latam -0,041 1 I
iSTOXX EU QUALITY Dec20 10,0% CDS EM Eastern Europe 0,001 | CDS Spread 0,13
iSTOXX EU LOW RIS Jun20 9,6% CDS EM Asia 0,183 r
BOAD 2027 8,0% CDS EM Qthers -0,015
DM Corp. Credit 0,73 .
Scenarios (Expected Return % £M Corp, Credi 1,10_E Corperate Credit 183 _
AA RA DM Equities -0,09
Liquidity 54,3%  0,0% Equities DM Americas 0,013
Corporate Developed 31,5% 41,3% Equities DM Europe -0,267 ‘h
Corporate Emerging 29,7% 285% Equities DM Asia 0,161 .
Government Emerging 11,3% 16,4% EM Equities 0,64 - Equities 0,35
Factor Strategies 10,1% 30,0% Equities EM Latam 0,088
Equities EM Eastern Europe 0,024
48K 2% 6% 30% 1% 6.0% Equites EM Al
AA RA < ) , Equities EM Africa 0,025
S R >
UNITED STATES 48,9% 21,5% 4:3‘ & d\‘z (}\‘; (}\‘) o\§‘ Others 0,29 Others 0,29 ]
UAE 7,0%  63% & PO 2 & Specific Risk 0,68 0,68 ]
Global 4,9%  2,8% & « (9\° & Total Risk 4,41 4,41
LUXEMBOURG 48%  76% < \335
SNAT 48%  80%

Alpha Centauri
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Brighttalk Multi Asset Summit

Summary

Investing in “the roaring 20’s"

* Requirements
Low returns and diversification opportunities from » Alternative sources of return
traditional assets » New sources of diversification
» Rethinking of investment- and risk
management processes

Actionable ideas to improve Multi Asset * Rethinking the “Core”
» “Bullet” should provide better returns than
traditional “Barbell”
* Risk Mitigation strategies
» “Building better beta” more important than
“Searching for alpha”
» Payoff-profile/economics starting point
* Investment Process
» Total Portfolio Approach might yield better
results than committee- based asset
allocation
* Risk Management
» Risk- based allocation and leverage more
effective than weights and 100% long only
» “Getting nutritions right” more important
than “getting ingredients right”

Alpha Centauri
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Thank you for your attention
Follow us or give us a call for more information

_Diversified Income Strategy

HANSAINVEST

555% 103.52USD 2319 M. USD. 400,700 USD 638 M.USD More InfOrmathn. Q 2 E - 5
IS T [ [ The world's largest community exclusively for professional investors

= = ‘,;:. https://www.hansainvest.com/deutsch/fondsw Cut tarough he w203t from top
s elt/fondsdetails.html|?fondsid=824

20N SUMIRRO

, EVESTMENT CONNECT WITH US b

New Podcast: Approaching
ESG Investing with Dennis

Hammond of Veriti for Ing urufiongt
Intelligence

The Source

Q
] % ALPHA CENTAURI
\Y

v Alpha Centauri Investment Management GmbH

consultants to make data-

b Willy-Brandt-StralRe 23 e 20457 Hamburg
+49 (40) 89 72 73-0 » info@alpha-centauri.com
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Disclaimer

This document is provided for your information only and does not represent an offer nor a solicitation to make an offer for
purchase or sale of certain products. The validity of information and recommendations is limited to the time of creation of these
documents and can be subject to changes depending on the market situation and your objectives. We recommend consulting
your tax consultant or legal advisor before investing.

This document contains information obtained from public sources, which we deem to be reliable. However, we cannot guarantee
the accuracy of such information.

Past performance cannot be regarded as an indicator of future performance. It should also be considered that the products
presented under certain circumstances are not adequate in regard to the individual investment objectives, portfolio and risk
structure for the respective investor.

Legal and tax subjects that may be resulting from these documents have to be regarded as nonbinding advice without exception
which cannot replace a detailed counseling by your lawyer, tax consultant and / or auditor.

Please note that these documents are not directed to citizens of the United States of America and are not to be distributed in the
United States of America.

This presentation is protected by copyright. Any use, dissemination or use, even in parts, without consent is prohibited. The
content of this presentation must be kept confidential. The transmission of information and content to third parties is prohibited.

© Alpha Centauri Investment Management GmbH, 2020

Alpha Centauri
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