Team 5 Market & Portfolio Update

3/28/2022 — 4/04/2022

Finance Honors Seminar
Spring 2022

Sumantra Chattopachyay, |



g RUTGERS

Table of Contents

= - A © 0§

News, Portfolio Trade Log Risk Report Forward Appendix
Economic Allocation & Guidance
Indicators & Investment
Markets Thesis

3/28/2022 - 4/04/2022 | 2



NEWS, ECONOMIC INDICATORS &
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Key News Summary

* Pressure rises for stiffer sanctions against Russia as pictures of alleged

atrocities in Ukrainian towns spread around the world
— EU blames Russian forces for civilian deaths, France and other nations call for new penalties
— Russia “categorically” denies war crimes, dismisses photos of executed unarmed people as
fake
— Ukraine maintains control of Mariupol as heavy fighting continues

* Elon Musk takes 9.2% stake in Twitter Inc. becoming largest shareholder
— Twitter stock soared about 26% in premarket trading after $2.89 billion purchase was
revealed Monday
* AT&T’s WarnerMedia merger with Discovery

— Issuing a special dividend on April 5th where stockholders decide whether to own AT&T,
Warner Bros. Discovery, or both. Estimated 0.24 shares of WBD for every AT&T share

— Warner Bros. CEO Jason Kilar stepping down upon merger close
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Economic Indicators

Indicator Previous Survey Actual Surprise Meaning

Wholesale 0.8% 1.0% 21% 110 bps Wholesalers adding to inventory more than
Inventories anticipated

MoM

Retail 1.9% 1.3% 1.1% (20 bps) Retailers’ inventories slipping

Inventories Could indicate more shortages if customer demand
MoM remains strong

20-City Single- 1.46% 1.50% 1.79% 29 bps House prices continue to rise more than expected
Family House at the beginning of the year, hurting affordability
Prices MoM

20-City Single-  18.56%  18.60%  19.10% 50 bps Prices may have moderated since then

Family House

. Results reflect MoM and YoY data as of January 31, 2022
Prices YoY ( Y )

GDP 2.3% 7.0% 6.9% (10 bps) Strong economic recovery continues
Annualized QoQ
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Economic Indicators

Indicator Previous Actual

Survey

Surprise

Meaning

Personal 0.0% 0.5% 0.5% — Nominal personal income gained slightly, probably

Income MoM due to tight labor market and worker shortages

Personal 2.1% 0.5% 0.2% (30 bps) Nominal personal spending decreased

Spending MoM

Initial Weekly 187k 196k 202k 6k Modest increase in initial claims may indicate

Jobless Claims workers are confident about finding another job so
they are quitting the existing job early

Continuing 1,350k 1,340k 1,307k (33k) Continuing claims declining, reflecting strong labor

Weekly Claims market

A Nonfarm 678k 490k 431k (59k) Employment gains disappointed expectations but

Payrolls unemployment rate fell more than expected,
indicati t lab ket

Unemployment  3.8% 37%  36%  (10bps)  ndicating strong labor marke

Rate

Source: B oomberg
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US equity markets remain lower than portfolio inception,
but higher from last week; NASDAQ composite gains most

Last 90 Days (11/23/2021-4/04/2022) Last Week (3/28-4/04/2022)

Source: B oomberg 3/28/2022 — 4/04/2022 | 7



Volatility waning...false sense of calm?

Source: B oomberg 3/28/2022 — 4/04/2022 | 8



Risk-off sentiment exacerbated by Russia-Ukraine conflict
with 10-year yields eclipsing S&P 500 dividend yield

Source: B oomberg 3/28/2022 — 4/04/2022 | 9



Treasury yields have become even more inverted relative
to 3/28/2022, indicating recession worries

Source: B oomberg 3/28/2022 — 4/04/2022 | 10



CDS indices indicate fluctuating but increased risk with
iInvestment-grade credit; other sectors remain steady

Source: B oomberg 3/28/2022 — 4/04/2022 | 11



US Dollar strength holding steady amidst inflationary pressures

Source: B oomberg 3/28/2022 - 4/04/2022 | 12



Oil leads all commodities increasing in inflationary
environment; livestock, precious metals, and softs lag behind

Source: B oomberg 3/28/2022 — 4/04/2022 | 13



PORTFOLIO ALLOCATION &
INVESTMENT THESIS
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Portfolio Performance & Characteristics

Return, Excess Return, Sharpe Ratio,
3/28-4/04 Return Since Since Inception
Inception
Benchmark 0.34 — 0.13
Portfolio 0.25 (0.09) (2.07) (1.37)

Past 3 months:
Beta (ex-post): 0.86
Correlation: 0.93

As of 4/04/2022 3/28/2022 - 4/04/2022 | 15
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Performance Attribution Analysis

As of 4/04/2022 3/28/2022 — 4/04/2022 | 16
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Portfolio Allocation, Asset Classes
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Portfolio Allocation vs Benchmark, S&P
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Portfolio Allocation vs Benchmark, Fixed Income
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TRADE LOG: 3/28/2022 — 4/04/2022

3/28/2022 - 4/04/2022 | 20



Selling bearish energy and commodities

Asset Sector Allocation Weighting vs
Benchmark

Rationale

DRIP Energy Prev (3/31): 0.80 pts
1.95%

New (4/04):
0.97%

Had realized a significant gain
in the position when oil & gas
prices fell

Trimmed position to lock in
profits

PDBC Commodities Prev (3/28): 7.05 pts

/ Real Estate 1-21%
New (4/04):

0.62%

Consistently underperformed
Trimmed position to “cut
losers” but maintain small
commodities exposure

We ght ng as of 4/04/2022
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ETF Trades: Reducing tracking error to benchmark

Sector Allocation Weighting vs Rationale

Benchmark

SPY Equities 30.17% (29.83) pts Reduce tracking error for the equity
component of the benchmark
Maintain underweight status to capture excess
return through other ETF & single-name trades

AGG Fixed 0.99% (29.01) pts Bought more AGG to maintain consistent 1%
Income portfolio exposure to the space

We ght ng as of 4/04/2022 3/28/2022 - 4/04/2022 | 22



ETF Trades

Allocation

Sector

Total Sector

Weighting vs
Benchmark

Rationale

NOBL 1.49% Value — Diversified exposure to high-dividend paying
ProShares S&P 500 companies enabling greater cash inflow

Dividend Aristocrats Value stocks usually outperform growth stocks

ETF during inflationary times due to higher discount rates
CGW 0.74% Utilities 3.23 pts Can withstand inflationary pressures

Invesco S&P Global
Water Index ETF

Faces relatively price inelastic demand

Water shortages may arise in the Southwest as
continued residential and commercial development
strains existing water supplies

We ght ng as of 4/04/2022
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Equity Trades

Allocation Sector Total Sector Rationale
Weighting vs
Benchmark
AMZN 0.50% Consumer (7.31) pts Company announced 20-1 stock split on March 9;
Amazon.com Inc. discretionary shareholder approval scheduled for May 25
Stock price usually increases during stock splits due
to retail investor inflows
PLD 2.81% Real estate 7.05 pts Relieving supply chain pressures require increased
Prologis logistics development; Prologis is a leader in the
space
Earlier investment into Prologis performing very well,
wanted more exposure
We ght ng as of 4/04/2022

3/28/2022 - 4/04/2022 | 24




Options Overview: Exploring bullish theses
Maintained our S&P 500 index strap position

Asset Size of Trade Rationale

SPXW US 04/29/22 C4300 Held 4 contracts Were bullish on market recovery after the initial Russia-
Ukraine conflict news broke
Capturing excess return with little initial investment
(entered trade when calls were cheap after the invasion)

SPXW US 04/29/22 P4300 Held 1 contract Maintain some downside protection

Maintained our oil & gas sector call position

Size of Trade Rationale
XOP US 04/14/22 C125 Held 10 contracts Benefit from rising oil & gas prices with less invested
capital
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RISK REPORT
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VaR Analysis

Portfolio VaR
(1 month)

Benchmark VaR
(1 month)

Source: B oomberg
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VaR Distribution vs Benchmark (1-month)

Source: B oomberg 3/28/2022 — 4/04/2022 | 28



Tracking Error Decomposition (1-month)

Source: B oomberg 3/28/2022 — 4/04/2022 | 29



Tracking Error Decomposition

Source: B oomberg 3/28/2022 — 4/04/2022 | 30
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Scenario Analysis

Equities up 10% Russian
Lehman financial

Libya oil shock Default - crisis -

EUR up 108 vs. USD  EUR down 108 vs. USD Greece Fnancial Crisis - 2015 : Japan farthauake in Mar 2011

Equity markets
rebound in 2009

Equities down 108 Oil prices Drop - May 2010

Debt ceiling crisis &
downgrade in 2011

Source: B oomberg 3/28/2022 — 4/04/2022 | 31



FORWARD GUIDANCE
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Removing unnecessary
tracking error to benchmark

* Further goal to more closely match
the benchmark

Maintaining short-term bullish

positions

« Ready to take advantage of market
rebound

« Short term belief markets will rebound,
long-term position markets will enter
recession

Monitoring funds positions

« Be willing to cut losers (Communication
Services)

« Consider cutting our oil and gas
position

Decide optimal sell date for

options holdings

* Project ending in 2 weeks

« Find optimal date to sell; index calls
have been In the Money
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APPENDIX
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US Wholesale Inventories MoM

Source: B oomberg 3/28/2022 — 4/04/2022 | 35



US Retail Inventories MoM

Source: B oomberg 3/28/2022 — 4/04/2022 | 36



S&P Case-Shiller 20-City Single-Family House Prices MoM

Source: B oomberg 3/28/2022 — 4/04/2022 | 37



S&P Case-Shiller 20-City Single-Family House Prices YoY

Source: B oomberg 3/28/2022 — 4/04/2022 | 38



US GDP Annualized QoQ

Source: B oomberg 3/28/2022 — 4/04/2022 | 39



US Personal Income MoM

Source: B oomberg 3/28/2022 — 4/04/2022 | 40



US Personal Spending MoM

Source: B oomberg 3/28/2022 — 4/04/2022 | 41



US Weekly Initial Jobless Claims

Source: B oomberg 3/28/2022 — 4/04/2022 | 42



US Weekly Continuing Jobless Claims

Source: B oomberg 3/28/2022 — 4/04/2022 | 43



US Change in Nonfarm Payrolls

Source: B oomberg 3/28/2022 — 4/04/2022 | 44



US Unemployment Rate

Source: B oomberg 3/28/2022 — 4/04/2022 | 45



US Equity Indices, 11/23/2021 — 4/04/2022

Source: B oomberg 3/28/2022 — 4/04/2022 | 46



US Equity Indices, 3/28 — 4/04/2022

Source: B oomberg 3/28/2022 — 4/04/2022 | 47



CDS Investment Grade Index

Source: B oomberg 3/28/2022 — 4/04/2022 | 48



CDS High Yield Index

Source: B oomberg 3/28/2022 — 4/04/2022 | 49



CDS Municipal Index

Source: B oomberg 3/28/2022 — 4/04/2022 | 50



CDS Emerging Markets Index
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DXY US Dollar Currency Index

Source: B oomberg 3/28/2022 — 4/04/2022 | 52



Portfolio Holdings as of 4/04/2022

Source: B oomberg 3/28/2022 — 4/04/2022 | 53



Portfolio Holdings as of 4/04/2022
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Portfolio Holdings as of 4/04/2022

Source: B oomberg 3/28/2022 — 4/04/2022 | 55



Performance Attribution Breakdown—Equities

Source: B oomberg 3/28/2022 — 4/04/2022 | 56



Performance Attribution Breakdown—-Derivatives

Source: B oomberg 3/28/2022 — 4/04/2022 | 57



Performance Attribution Breakdown—-Fixed Income

| Main View BETLC

TEAM 5 LIVE PORTFOLI(EAMERYEl Default (CAPSTEIlY v in . Time S 03/28/22 =Bl 04/04/22 =]

Version MAC # Edit Model Attribution Model Returns-Based Local Alloc Local Return Allocation FX Alloc None
Name Avg % Wgt Tot Rtn Alloc Selec Curr  Tot Attr
Port Bmrk +/- Port Bmrk +/- +/-

Q
[ TEAM 5 LIVE PORTFOLIO 100.00  100.00 0.00
» Equity 7.63 7.63 . .
» Cash 11.17 11.17 ¥ 0.00 0.00
» Derivatives 1.31 1.31
v Fixed Income 5.96 5.96
» Corporate Debt 1.11 1.11 0.00
HSBC Float 05/18/24 0.37 0.37 - v : 0.00
JPM Float 10/24/23 0.37 0.37 é ) g 0.00
MS Float 10/24/23 0.37 0.37 0.00
» Government Debt 4.65 4.65 0.00 o,
IBRD Float 01/13/23 0.37 0.37 - 0.00 0.00 0.00
IBRD Float 09/18/25 0.37 0.37 . 0.00 0.00 0.00 %
TII 0 % 04/15/24 0.79 0.79 0.00
TII 0 % 01/15/30 0.78 0.78 0.00
TII 0 % 01/15/31 0.77 0.77 0.00
TII 0 % 04/15/25 0.78 0.78 0.00
TII 0 % 01/15/26 0.80 0.80 0.00
v Preferred Shares 0.09 0.09 0.00
GS Float PERP 0.09 0.09 0.00
v U.S. Municipal Debt 0.10 0.10 : : 0.00
MOSSTD 1.977 01/25/61 0.10 0.10 : s 0.00

Source: B oomberg 3/28/2022 - 4/04/2022 | 58




Performance Attribution Breakdown—Funds

Source: B oomberg 3/28/2022 — 4/04/2022 | 59



NOBL Dividend Aristocrats ETF Holdings

Source: B oomberg 3/28/2022 — 4/04/2022 | 60



SPX Strap Options Total Profitability

—L 4300 Call L 4300 Put =——Combined
$200,000.00

$150,000.00
$100,000.00
$50,000.00

$

3750
$(50,000.00)

$(100,000.00)

$(150,000.00)
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