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AECOS has a story to tell.

THE AECOS PROGRAM

« Use the AECOS program to customize your portfolic using both Tradibonal and Alternathee investments.
« Create your own portfolio, based on your own investment preferences, expectatons for return and tolerance for nsk.
& The result is greater flexibility, diversification, reduced risk, stable long term performance.
" Accounts are set up at the bank in your own rame, with daity lquidity, and daity web- based access to your account information.

Create your portfolio

Major Market Stocks % 0 Max 100% [Tip]
Emerging Market Stocks (including ETFs) % 0 Max 100% [Tip]

Bonds % 0 Max 100% [Tip]
Currencies % 0 Max 100% [Tip]
Metals (precious and industrial) % 0 Max 100% [Tip]
Energies % 0 Max 100% [Tip]

Total Portfolio Allocation % [Tip]

Management Fee %

Ferformance Fee %
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The AECOS program can do the following for investors:

Gives accurate return estimates of the separate component parts of the Aegis
Investment programs. These include:

A) Stocks

1. Traditional Major Markets High Cap Stocks---US, Japan and Europe

2. Emerging Markets Stocks—15 of the most important global regional stock markets—focus on
Asia, Latin America and Eastern Europe

B) Alternative Investments

1. Bonds—major global bonds—US, Japan and Europe

2. Major Currencies—USD, Euro, Yen, Canadian Dollar, Australian Dollar
3. Metals—Precious and Industrial Metals

4. Energies—Crude QOil, Gasoline and Heating Oil
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What the AECOS program does for investors:

Gives accurate return estimates of the separate component parts of the Aegis
Investment programs.

Adjusts returns for all fees—all results are calculated AFTER management,
performance fees and brokerage commissions are deducted

Provides a good estimate of the kinds of risks investors can expect in order
to obtain their return objectives.
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What this program does NOT do for investors

Does not predict future returns—the program can only provide an accurate
assessment of past results, adjusted for fees.

Does not recommend to the investor which sectors he should trade.
Investors determine this for themselves.

Does not give investors recommendations for their own risk/ return desires.
Investors determine this for themselves
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The Golden Rule for Managing a Portfolio:

Diversify. “Spread your eggs into more than one basket.” Stocks are NOT
the only game in town.

Let's run 3 sample portfolios.
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A. A standard “Stocks Only” Portfolio

The portfolio contains ONLY stocks—50% major markets and 50%
emerging markets.

THE AECOS PROGRAM

& Use the AECOS program to customize your portfolio using both Traditional and Alternative investments.
" Create your own portfolio, based on your own investment preferences, expectations for return and tolerance for risk.
o The result iz greater flexibility, diversification, reduced risk, stable long term performance.
S Accounts are set up at the bank in your own name, with daity Bquidity, and daily web- based access to your account information.

To test this portfolio,
please complete the
application as shown
here and then click
on Submit button

Create your portfolio

Major Market Stocks % Max 100% [Tip]
Emerging Market Stocks (including ETFs) % | Max 100% [Tip]

Bonds % 0 Max 100% [Tip]
Currencies % 0 Max 100% [Tip]
Metals (precicus and industrial) % 0 Max 100% [Tip]
Energies % 0 Max 100% [Tip]
Total Portfolio Allocation % [Tip]

Management Fee %

Ferformance Fee %
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A. “Stocks Only” Portfolio

Create your portfolio
-~ EquityPorffolies

Major Market Stocks % &0 Max 100% [Tip]
Emerging Market Stocks (including ETFs) % &0 Max 100% [Tip]
Bonds % 0 Max 100% [Tip]
Currencies % 0 Max 100% [Tip]
Metals (precious and industrial) % 0 Max 100% [Tip]
Energies % ' Max 100% [Tip]
Total Portfolio Allocation S 100 [Tip]
Management Fes % 2 eq. 2% [Tip]
Performance Fee % 20 e.q. 20% [Tip]

- Submit
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A. “Stocks Only” Portfolio

This portfolio contains ONLY stocks—50% major markets and 50%
emerging markets

Em Mkts Stocks(50.0%)

Aecos Return

10,000

1,000
198212 198412 198612 198812 190012 198212 195412 199612 198812 200012 200212 200412 200612 20081

— Stocks  =—Em Mkts Stocks Blend
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A. “Stocks Only” Portfolio
Let’s analyze the several important characteristics of these returns.

Portfolio 1 Drawdowns: [Tip] 30.50% 20.36% 14.84%
Beginning Value: s1po00 _ AecosAllocation gy ing Date: 198709| 200003 198807 100.000 peemten
Ending Value: 512,574 Ending Date: 198308 200304| 199808 Tﬁ —
MNumber of Years: 26 5{50.0%}-.—5101: Months to Recovery [Tip] 1 a7 1 198212 190:05;::03@%2“}3
fyverage Return: /ﬂm — Erm Mits Stocks
Compounded Return: ( 10233 Standard Deviation: [Tip] 16.03 — Blend
Sharpe Ratio: [Tip] 0.40
Awverage of Drawdowns: [Tip] 24 90%
Submitted portfolio: Major Market Stocks | B0%  Bonds | 0% Currencies | 0w
Emerging Market Stocks | 50%  Metals | 0% Energies | 0w

The compounded return is an annual 10.23% AFTER all fees, which is a
respectable return over many years
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A. “Stocks Only” Portfolio

Let's analyze the characteristics of these returns.

< AECOS™-
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Portfolio 1 Drawdowns: [Tip] 39.60% 20.36% 14.84%
Beginning Value: (~ stooo\ AecosAllocation o e 198709 200003 199607 100000 A== =
Ending Value: \_512574 Ending Date: 198808 200304 199808 1000 —
Nomber of Years. — 198212 198005 199510200203 200808
: 5{50,0%}—.—5101: Months to Recovery [Tip] 1 7 1 .
Average Return: 11.40% — Em Mkis Stocks
Compounded Return; 10.23% Standard Deviation: [Tip] 16.03 —li
Sharpe Ratio: [Tip] 0.40
Awverage of Drawdowns: [Tip] 24 90%
Submitted portfolio: Major Market Stocks | B0%  Bonds | 0% Currencies | 0w
Emerging Market Stocks | 50%  Metals | 0% Energies | 0w

We see a $1,000 investment 26 years ago, becomes $12,574 .... BUT...
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A. “Stocks Only” Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1 Drawdowns: [Tip] _39.509A20.363A14.84%; )
Beginning Value: s1o000 _ AecosAllocation g 4ng Date: 198709 200003 199807 g0 e ___ B
o o s s il el
Number of Years: 26| hocks(50.0% iof  Months to Recovery [Ti 11 37 1
Average Return: 11.40% o Gy e e
Compounded Return; 10.23% Standard Deviation: [Tip] 16.03 —li
Sharpe Ratio: [Tip] 0.40
Awverage of Drawdowns: [Tip] 24 90%
Submitted portfolio: Major Market Stocks | B0%  Bonds | 0% Currencies | 0w
Emerging Market Stocks | 50%  Metals | 0% Energies | 0w

...In order to achieve this return, this investor suffered 3 large losses during the
life cycle of his investment
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A. “Stocks Only” Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1 Drawdowns: [Tip] 39.50% | 20.36% | 14.84%
Beginning Value: 5 1,000 Agcot Allocation Starting Date: 198709 200003 199807 ‘:gtg m N
Ending Value: 512,574 Ending Date: 1 199808 1,000 |mmm—————
Number of Years: % locks(0.0%)- ) -Sio  Months to Recovery [Tip] ( n 37 1 e miosszmmzm
Average Return: 11.40% w— Erm M Stocks
Compounded Return: 10.23% Standard Deviation: [Tip] 16.03 = EBled
Sharpe Ratio: [Tip] 0.40
Awverage of Drawdowns: [Tip] 24 90%
Submitted portfolio: Major Market Stocks | B0%  Bonds | 0% Currencies | 0w
Emerging Market Stocks | 50%  Metals | 0% Energies | 0w

The largest 2 losses took 11 and 37 months to recover from
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A. “Stocks Only” Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1

Drawdowns: [Tipl 39.50% | 20.36%  14.84%
Beginning alue: $ 1,000 Aecos Allocation Staring Date: ~95709] 2000031 195807 1?3 gff Aecos Return
Ending Value: 312,574 Ending Date: 198808 200304| 199808 1000 —
Number of Years: % hocks(s0.0%) @ Months to Recovery [Tip] 1| a7 1 .
— Stocks
Average Return: 11.40% — Em Mk "
Compounded Return: 10.23% Standard Deviation: [Tip] Bles
Sharpe Rato: [Tip]
Awverage of Drawdowns: [Tip] 24 90%
Submitted porifolio: Major Market Stocks B0% Bonds 0% Currencies 0%
Emerging Market Stocks h0% Metals 0% Energies 0%

The statistics show that volatility (as measured by standard deviation) was high,
and the investor’s return above a risk-less portfolio (like cash or T-bills) was

lower than 1, which means the portfolio tended to perform less than a portfolio
of bonds
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B. Diversified Portfolio.

We now run a second portfolio—again at 100% of capital—but this time
reducing the allocation to stocks and spread the portfolio by adding
“‘Alternative” investments to the portfolio. The total looks like this: 20%
Traditional Stocks, 20% Emerging Market Stocks, 20% bonds, 20%

currencies, 10% metals, 10% energies
THE AECOS PROGRAM

« Use the AECOS program to customize your portfolio using both Traditional and Alternative investments.

+ Create your own portfolic, based on your own investment preferences, expectations for return and tolerance for risk.

« The result is greater fiexibiity, diversification, reduced risk, stable kong term performance.
¥ Accounts are set up at the bank in your own name, with daity iguidity, and daily web- based access to your account information.

Create your portfolio

Equi lios
Major Market Stocks %
Emerging Market Stocks (including ETFs) %

Alternati lios
Bonds %
Currencies %
Metals (precious and industrial) %
Energies %
Total Portfolio Allocation % 100

Management Fee % 2

Performance Fee %

Max 100%
Max 100%

Max 100%
Max 100%
Max 100%
Max 100%

e 2%
e.g. 20%

[Tip]
[Tip]

[Tip]
[Tip]
[Tip]
[Tip]
[Tip]

[Tip]
[Tip]

‘AECOS
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B. Diversified Portfolio.

Create your portfolio
.~ EquiyPorffolios

Major Market Stocks %6 20 Max 100% [Tip]
Emerging Market Stocks (including ETFs) % 20 Max 100% [Tip]
-~ AtemativePorffolios
Eonds % 20 Max 100% [Tip]
Currencies % 20 Max 100% [Tip]
Metals (precicus and industrial) % 10 Max 100% [Tip]
Energies % 1 Max 100% [Tip]
Total Portfolio Allocation % 100 [Tip]

Management Fee % 2 eq. 2% [Tip]
Performance Fee % 20 eq. 20% [Tip]
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B. Diversified Portfolio.

Energies(10.0%)

Metals{10.0%)

10,000

1,000

198212 198412 198612 198812 190012 199212 199412 199612 198812 200012 200212 200412 200612 20081

i Mkts Stocks(20.0%)

Aecos Return

—Stocks  =—Em Mkis Stocks =—Bonds  s——Currencies Metals == Energias Bland

"AECOS
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B. Diversified Portfolio.
Let's analyze the characteristics of these returns.

Portfolio 1

Drawdowns: [Tipl

10.01%

4.00% 7.01%

Beginning Value: $1,000 _ Aecos Allocation Starting Date: 198709| 200403 199605| 'J0o00 —m —_—
Ending Value: 522.862| 10.0%} Ending Date: 196710| 200408 | 190607 | 008 G at 195306 195812 200408
Number of Years: 26| [0.0%) U Months to Recovery [Tipl 1 5 2 —Siocks M
_ %) Mks St — —
Average Return: AT o el b
Compounded Returm: ( 127o% Standard Deviation: [Tip] 8.16 —Cumencies
Sharpe Ratio: [Tip] 1.00
Average of Drawdowns: [Tip] 8.34%
Submitted portfolio: Major Market Stocks | 20%  Bonds | 20%|  Curmrencies | 20%|
Emerging Market Stocks | 20%  Metals | 10%|  Energies | 10%|

The compounded return has risen to an annual 12.79% AFTER all fees, which
IS a better return
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B. Diversified Portfolio.

Let's analyze the characteristics of these returns.

Portfolio 1 Drawdowns: [Tip] 10.01% 8.00% T7.01% necos
Beginning Value: /” 51,000\ Aecos Allocation Starting Date: 198709 200403 199605 “:m
Ending Value: \3 22,562 p.)O%} Ending Date: 196710| 200408 | 199607 M S cee0t 19008 150812 200404
Number of Years: 26| [0.0%) U Months to Recovery [Tipl 1 5 2 —Siocks M
Ayerage Return: 13.00% [MO% Mits St o e T U
(0.0%) =—Bonds — Biand
Compounded Return: 12.79% Standard Deviation: [Tip] 8.16 =Cuemencies
Sharpe Ratio: [Tip] 1.00
Average of Drawdowns: [Tip] 8.34%
Submitted portfolio: Major Market Stocks | 20%  Bonds | 20%|  Curmrencies | 20%|
Emerging Market Stocks | 20%  Metals | 10%|  Energies | 10%|

A $1,000 investment 26 years ago, has become $22,862
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B. Diversified Portfolio.
Let's analyze the characteristics of these returns.

Portfolio 1 Drawdowns: [Tip] (Lm.m 3.00% A T.01%

Beginning Value: $1,000)  Aecos Allocation Starting Date: 193709 200403| 199605 “:g-g
) |
Ending Value: 522,862 10.0%) Ending Date: 196710| 200408 | 190607 | 008 G at 195306 195812 200408
Mumber of Years: 26| [0.0%) SELD T panths to Recovery [Tip] 1 5 2 —icks - Metals
e . 10.0%) Mits St =—Em Mias Siocks == Energies
rage Return: 13.00%
(0.0%) =—Bonds — Biand
Compounded Return: 12.79% Standard Deviation: [Tip] 8.16 =Cuemencies
Sharpe Ratio: [Tip] 1.00
Average of Drawdowns: [Tip] 8.34%
Submitted portfolio: Major Market Stocks | 20%  Bonds | 20%|  Curmrencies | 20%|
Emerging Market Stocks | 20%  Metals | 10%|  Energies | 10%|

...In order to achieve this return, the 3 largest losses during the life cycle of the
investment were much lower than in the first portfolio.
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B. Diversified Portfolio.

Let's analyze the characteristics of these returns.

Portfolio 1

Drawdowns: [Tipl

10.01%

Beginning Value: $1,000)  Aecos Allocation Starting Date: 193709 200403| 199605 “:g-g
) |
Ending Value: $22.862| 10.0%} Ending Date: 1980 200408 99607 e 1ot 20040t
Number of Years: 26| [0.0%) U Months to Recovery [Tipl C 1+ X s ) 2 —Siocks M
fave . 10.0%%5) Mkis S p ——— m==Em Mkis Siocks == Ensrgies
rage Return: 13.00%
(0.0%) =—Bonds — Biand
Compounded Return: 12.79% Standard Deviation: [Tip] 8.16 =Cuemencies
Sharpe Ratio: [Tip] 1.00
Average of Drawdowns: [Tip] 8.34%
Submitted portfolio: Major Market Stocks | 20%  Bonds | 20%|  Curmrencies | 20%|
Emerging Market Stocks | 20%  Metals | 10%|  Energies | 10%|

NOW, instead of the top 2 losses taking 11 and 37 months to recover, the
recovery period drops to 1 and 5 months




CPPRT-1 ]| PETTE Y]
'S AEGIS Arabia Ltd.

B. Diversified Portfolio.

Let's analyze the characteristics of these returns.

Portfolio 1
Beginning “alue: % 1,000 Aecos Allocation
Ending Value: S22.862) |0.0%)—,
Mumber of Years: a6 [0.0%) »
Average Return: 13.09% ,E"- SR
Compounded Return: 12.79%
Submitted portfolio: Major Market Stocks

Emerging Market Stocks

Drawdowns: [Tipl
Starting Date:

Ending Date:

Months to Recovery [Tip]

Standard Deviation: [Tip]
Sharpe Ratio: [Tip]

Average of Drawdowns: [Tip]

20% Bonds
20% Metals

10.01%| §.00% 7.01%

‘AECOS

198709 200403 199605 '?ﬁf{{:}]
1 00
1958710 200408| 159607 198212 198604 191 1z
1 5 2 — Sk !
—Em Mkts Sl == Enmrgiee
—Bonds
8.34%
20% Currencies 20%
10% Energies 10%

The statistics show that volatility has dropped by half from the stock only
portfolio AND the return above a risk-less portfolio (like cash or T-bills) is 1,
which is much better than with the portfolio of all stocks.
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Conclusions

a. Portfolio returns increase as a result of portfolio diversification

A. “Stocks Only” Portfolio B. Diversified Portfolio.
Portfolio 1 Portfolio 1

Beginning Value: _s-wagq| _ Aecos Allocation Beginning Value: Aecos Allocation
Ending Value: (s 1257 Ending Value: €22262

Number of Years: 26 Number of Years: %5 ks(20.0
HAverage Return: 11 ME{W-U%}-.-SM Awverage Return: 1}& LS
Compounded Return: (o.23% ) Compounded Return: (12795

p —_—

Submitted portfolio: Msior Market Stocks Submitted portfolio: Major Market Stocks ]
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B. Diversified Portfolio.

Conclusions

b. Risk is lower by diversifying the portfolio.

A. “Stocks Only” Portfolio

Vi
Drawdowns: [Tip] _39.509A20.3635A14.84% )
Starting Date: 198709 | 200003| 199807
Ending Date: 198308 200304| 199808
Months to Recovery [Tip] 1 37 1
Standard Deviation: [Tip] 16.03
Sharpe Ratio: [Tip] 0.40
Average of Drawdowns: [Tip] 24 50%
50%  Bonds | 0% Curren
50% Metals 0% Energie

< AECOS™-

MALGH COMPONENT SYSTEMN

B. Diversified Portfolio.

Drawdowns: [Tip] (0.013k s.00% '
Starting Date: 108709 200403| 199605
Ending Date: 193710| 200408 199607
Manths to Recovery [Tip] 1 5 2
Standard Deviation: [Tip] 2.16
Sharpe Ratio: [Tip] 1.00
Average of Drawdowns: [Tip] 8.344%
20%  Bonds | 20%  Currer
20%  Metals | 10%|  |Energi
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B. Diversified Portfolio.
Conclusions

c. Portfolio volatility drops dramatically through diversification

A. “Stocks Only” Portfolio B. Diversified Portfolio.
Drawdowns: [Tip] 39.50% 20.36% 14.84% Drawdowns: [Tip] 10.01%| 8.00% 7.01%
Starting Date: 198709 200003 199807 Starting Date: 188709 200403 158606
Ending Diate: 198808 200304 199308 Ending Drate: 198710| 200405 199607
Months to Recovery [Tip] 11 37 1 Menths to Recovery [Tip] 1 5 2

Standard Deviation: [Tip] (16.1]3 ) Standard Deviation: [Tip] ( 8 16)
Sharpe Ratie: [Tip] 0.40 Sharpe Ratio: [Tip] o
Average of Drawdowns: [Tip] 24.90% Average of Drawdowns: [Tip] 8.34%
50%  Bonds | 0% Curren 20%  Bonds | 20%  Currer

50% Metals 0% Energie 20%| Metals | 10% Energi
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B. Diversified Portfolio.
Conclusions

d. The rate of increase over a risk-less benchmark like T-bills is much greater
than with the stock only portfolio.

A. “Stocks Only” Portfolio B. Diversified Portfolio.
Drawdowns: [Tip] 39.50%| 20.36% | 14.84% Drawdowns: [Tip] 10.0M%| 800% 7.01%
Starting Date: 198709 200003 199807 Starting Date: 188709 200403 158606
Ending Drate: 198808 | 200304| 195808 Ending Date: 158710| 200408 199607
Months to Recovery [Tip] 11 37 1 Manths to Recovery [Tip] 1 5 2

Standard Deviation: [Tip] /1315 Standard Deviation: [Tip]

Sharpe Ratio: [Tip] 0.40 Sharpe Ratic: [Tip] ( 1.011)
Hverage of Drawdowns: [Tipl 24.90% #Ayverage of Drawdowns: [Tip] 8.34%
50%  Bonds | 0% Curren 20%  Bonds | 20%  Currer

50%  Metals | 0% Energie 20%  Metas | 10% |Energi
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B. Diversified Portfolio.

In addition, the following results now appear with this new investment
strategy:

The investor now has:

=More options than just buying stocks

=A better chance of profiting in more investment sectors

»A better long term success strategy because of...

=...much less of a chance of “blowing up” the portfolio through investments in single

sectors or high leverage

NOW, with less risk in the portfolio because of greater diversification, investors
can add responsible leverage to the portfolio to achieve much higher returns.
Still, investors need to check that they are comfortable with the risk they will have
to endure for a given rate of return.
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C. Diversified PLUS Leverage Portfolio

‘AECOS

This third portfolio shows the potential for higher returns using responsible
portfolio diversification. We run this portfolio using the same allocation to

stocks as in Portfolio B—20% in Major Markets and 20% in Emerging

Markets stocks. But we double the allocations for each of the “alternative”

sectors. 40% bonds, 40% currencies, 20% metals and 20% metals.
THE AECOS PROGRAM

« Use the AECOS program to customize your portfolio using both Traditicnal and Alternative investments.

o Create your own portfolio, based on your own investment preferences, expectations for return and tolerance for risk.

+ The result is greater flexibility, diversification, reduced risk, stable long term performance.
« Accounts are set up at the bank in your own name, with dailty Bquidity, and daily web- based access to your account informaticn.

Create your portfolio

Equity Podfolios
i
2D

Major Market Stocks %
Emerging Market Stocks (including ETFs) %

Bonds %

Currencies %

Metals (precious and industrial) %
Energies %

Total Portfolio Allecation %

Management Fee %

Ferformance Fee %

Max 100%
Max 100%

Max 100%
Max 100%
Max 100%
Max 100%

g0 2%
eq. 20%

[Tipl
[Tip]

[Tip]
[Tip]
[Tip]
[Tip]
[Tip]

[Tip]
[Tip]
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C. Diversified PLUS Leverage Portfolio

Create your portfolio

Major Market Stocks 9 20 Max 100% [Tip]
Emerging Market Stocks (including ETFs) % 20 Max 100% [Tip]
Bonds % 40 Max 100% [Tip]
Currencies % 40 Max 100% [Tip]
Metals (precicus and industrial) % 20 Max 100% [Tip]
Energies % 20 Max 100% [Tip]
Total Portfolio Allocation % ﬁ [Tip]

Management Fee % 2 eq. 2% [Tip]
Performance Fee % 20 e.q. 20% [Tip]
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C. Diversified PLUS Leverage Portfolio

Energies(20.0%%)

IMetals(20.0%)

100,000

10,000

1,000

m Mikts Stocks(20.0%)

(40 0 Aecos Return

198212 198412 198612 188812 199012 198212 199412 199612 199812 200012 200212 200412 200612 20081

m— Stocks =—Em MKis Stocks we=Bonds  s—Currencies Metals === Energias Bland

‘AECOS’
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C. Diversified PLUS Leverage Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1
Beginning ‘alue:
Ending Value:
MNumber of Years:
HAwerage Return:

Compounded Return:

Submitted portfolio:

Drrawdowns: [Tip]
Aecos Allocation

..... ok,
0.0% ) m Mkts St

Maonths to Recovery [Tip]

Standard Deviation: [Tip]

Sharpe Ratio: [Tip]

HAwerage of Drawdowns: [Tip]

Major Market Stocks
Emerging Market Stocks

‘AECOS

11.47% 10.70% | ©.25%
200403, 199605 195604| 100,000

Aecos Return

1,000 § . : - —
20040) 199607) 193605 1GB212 198807 198402 199909 200504
5 2 1 = Slacks Matals
= Em Miis Siocks = Energies
m— Bl Blend
13.75 — Currencies
1.35
10.04%
40% Currencies 40%
205 Energies 0%

The compounded return has now risen dramatically, almost twice as high as
Portfolio B, to an annual return of 22.75% AFTER all fees
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C. Diversified PLUS Leverage Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1 S _ Drawdowns: [Tip] 11.17% 10.70% | 8.25% Aecos Returm
Beginning Value: /s 1,000 Y\ _Aecos Allocation Starting Date: 200403| 199605| 198604| 100,000
Ending Value: Qmﬁ=325 /.{m} tocks(20,q | Ening Date: 200408| 199607 198605 "0 R 10002 199008 200504
Number of Years: 5| 1bow) Mits S| | Months to Recovery [Tip] 5 2 1 — Siacks ~—— Melals
Average Return: 23.53% | 1.0 nds(40.0 :wm ::r
Compounded Return: 2275% Standard Deviation: [Tip] 13.75 = Curmencies
Sharpe Ratio: [Tip] 1.35
HAwerage of Drawdowns: [Tip] 10.04%
Submitted portfolio: Major Market Stocks | 20%  Bonds | 0%  |Currencies | a0
Emerging Market Stocks | 20%  Metals | 20%  [Energies | 20%

A $1,000 investment 26 years ago, has become $206,.325 ...increasing nearly
10 times from the previous portfolio!
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C. Diversified PLUS Leverage Portfolio
Let's analyze the characteristics of these returns.

Portfolic 1 Drawdowns: [Tip] ®®@ Aocos Rt
S00s Returm

Beginning Value: 51,000 Aecos Alocation Starting Date: 200403| 199605 198604  100.000 E
S . y ) ) 1,000 § ; : —
Ending Value: 3 206,325 0.0%)~ Ending Cate: 200408, 199607 | 198605 168212 108807 195402 199509 200504
Number of Years: 26| b oo i[n- Mits 5t | Months to Recovery [Tip] g 2 1 — Metals
HAwerage Return: 23.563% | —1_.--- Mkis Siocks —i_;lr: -
—Bonds Blanc
Compounded Return: 2275% Standard Deviation: [Tip] 13.75 = Currencies
Sharpe Ratio: [Tip] 1.35
HAwerage of Drawdowns: [Tip] 10.04%
Submitted portfolio: Major Market Stocks 0% Bonds 40% Currencies 40%
Emerging Market Stocks 20% Metals 20% Energies 20%

YET, in order to achieve this high return, the 3 largest losses this portfolio
suffered during the life cycle of the investment are almost the same as the
previous portfolio.
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C. Diversified PLUS Leverage Portfolio

Let's analyze the characteristics of these returns.

Portfolio 1
Beginning Value: 51,000 Aecos Allocation
Ending Value: 206,325 | .
Mumber of Years: 26 :_:_,__:i[n, Mits St
HAwerage Return: 23.53% |
Compounded Return: 2275%

Submitted portfolio: Major Market Stocks

Emerging Market Stocks

The recover time from losses is almost the same as Portfolio B.

Drrawdowns: [Tip]
Starting Date:

Ending Date:

Maonths to Recovery [Tip]

Standard Deviation: [Tip]
Sharpe Ratio: [Tip]

HAwerage of Drawdowns: [Tip]

20% Bonds
20% Metals

11.47% 10.70% | ©.25%
200403 199605 198604

200408 199600, 198605
1
13.75
1.35
10.04%
40% Currencies
20% Energies

‘AECOS

L
- —
i e ¥ y T e—
168212 198807 192402 199509 200504
— Glocks Matals
= Em Miis Siocks = Energi
— s Blind
— TR
4%
20%

Instead of the

top 2 losses taking 1 and 5 months to recover, the recovery period is now 5 and

2 months respectively
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C. Diversified PLUS Leverage Portfolio
Let's analyze the characteristics of these returns.

Portfolio 1
Beginning ‘alue: 51,000
Ending Value: 5 206,325
MNumber of Years: 26
HAwerage Return: 23.53%
Compounded Return: 2275%

Submitted portfolio:

Aecos Allocation

..... ok,
0.0% ) m Mkts St

Major Market Stocks

Emerging Market Stocks

Drrawdowns: [Tip]
Starting Date:

Ending Date:

Maonths to Recovery [Tip]

Standard Deviation: [Tip]
Sharpe Ratio: [Tip]

HAwerage of Drawdowns: [Tip]

20% Bonds
20% Metals

11.47% 10.70% | ©.25%
200403 199605 198604
200408 199607, 198605

5 2

&D
<D

10.04%
40% Currencies
20% Energies

‘AECOS

40%
20%

The statistics show that volatility has risen slightly, but the return above a risk-
less portfolio like T-bills has risen dramatically to 13.75, which is a figure
normally very difficult to achieve with such low risk, and more than 3 times
higher than a portfolio of stocks alone!
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C. Diversified PLUS Leverage Portfolio
Conclusions

1) Diversification among many low-correlated sectors is a portfolio’s best friend.
2) Diversification into different trading strategies is a secondary form of
diversification, and can help when market conditions change.

3) Thinking long term is the best way to invest

4) A well thought out strategy is better than being driven by fear or greed.
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Portfolio Comparisons.

A. “Stocks Only” Portfolio

Porifolio 1
Beginning Value: _S4aQQ
Ending Value: (e1257
Number of Years: 26
Average Return: 11
Compounded Return: (0.23% )
N—

Aecos Allocation

mks{&.ﬁ%}—.—&m

Submitted portfolio:

Major Market Stocks l

Emerging Market Stocks |

C. Diversified PLUS Leverage Portfolio

Portfolio 1
Beginning Valus:
Ending Walue: 206,325
Number of Years: (‘72;
Average Return: 23 53%
Compounded Return:

Aecos Allocation
0. 0%} tecks(20.0
I0.0%) m Mkts St
0.0 nd=(40.0

- AECOS™.

MAEGH COMPONENT SYSTEME

B. Diversified Portfolio.

Portfolio 1

Beginning Value: )_1.@] Aecos Allecation
Ending Value: (s zz.ﬁ 0.0%)
Mumber of Years: a5 [000%) ocks(20.0
Average Return: 13.00% g'g:f’; m Mkts S
Compounded Return: (279x) [

Submitted portfolio: Major Market Stocks [

Emerging Market Stocks |
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Portfolio Comparisons.

A. “Stocks Only” Portfolio

Vi
Drawdowns: [Tip] (Lag_sn \20.36%A14.84% )
Starting Date: 198709 200003| 199807
Ending Date: 198308 200304 198808
Months to Recovery [Tip] 1 37 1
Standard Deviation: [Tip] 16.03
Sharpe Ratio: [Tip] 0.40
Awerage of Drawdowns: [Tip] 24 .50%
50%  Bonds | 0% Curen
% ews e

C. Diversified PLUS Leverage Portfolio

Drawdowns: [Tip]

(

TATIAI0. 7T 8.25%

Starting Date:

200403 199605| 195604

Ending Date:

2004046 159607 1

Maonths to Recovery [Tip]

2

Standard Deviation: [Tip]

13.76

Sharpe Ratio: [Tip]

Average of Drawdowns: [Tip]

10.04%

20%  Bonds

- AECOS™.

MAEGH COMPONENT SYSTEME

B. Diversified Portfolio.

7~ N\

Drawdowns: [Tip]

( 10.01%

198709

3.00% A 7.01%

Starting Date: 200403 139605

Ending Dste: 198710 200408 199607

Months to Recovery [Tip] 1 5 2
Standard Deviation: [Tip] 8.16
Sharpe Ratio: [Tip] 100
Average of Drawdowns: [Tip] 8.34%
20%  |Bonds | 20%  |Currer
20%  |Metals | 0% |Energi
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Portfolio Comparisons.

A. “Stocks Only” Portfolio

Drawdowns: [Tip] 39.50% | 20.36% 14.84%
Starting Date: 198709| 200003| 189807
Ending Date: 138808, 199808
Months to Recovery [Tip] ( n a7 1
Standard Deviation: [Tip] 16.03
Sharpe Ratio: [Tip] 0.40
Awerage of Drawdowns: [Tip] 24 .50%
50%  Bonds | 0% Curen
50%  Metals | 0% Energe

C. Diversified PLUS Leverage Portfolio

Drawdowns: [Tip] 11.17% | 10.70% | 8.25%

IStﬂrti'ig Date: 200403 199605 138604

Ending Date: 199807 1

Months to Recovery [Tip] K 5|z 2
S

Standard Deviation: [Tip] 13.76
Sharpe Ratio: [Tip] 135
Awverage of Drawdowns: [Tip] 10.04%

20%  Bonds

- AECOS™.

MAEGH COMPONENT SYSTEME

B. Diversified Portfolio.

Drawdowns: [Tip] 10.01% 800% 7.01%
Starting Date: 198709 200403 199605
Ending Dste: 1 199607
Meonths to Recovery [Tip] C 5 2
N—
Standard Deviation: [Tip] 8.16
Sharpe Ratio: [Tip] 100
Average of Drawdowns: [Tip] 8.34%
20%  |Bonds | 20%  |Currer
20%  |Metals | 0% |Energi
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Portfolio Comparisons.

A. “Stocks Only” Portfolio

- AECOS™.

MAEGH COMPONENT SYSTEME

B. Diversified Portfolio.

Drawdowns: [Tip] 39.50%| 20.36% | 14.84%
Starting Date: 198709 200003 199807
Ending Date: 198308 | 200304| 199808
Menths to Recovery [Tip] 11 37 1
Standard Deviation: [Tip] Co
Sharpe Ratio: [Tip] @D
Awerage of Drawdowns: [Tip] 24 .50%
50%  Bonds | 0% Curen
50%  Metals | 0% Energe

C. Diversified PLUS Leverage Portfolio

Drawdowns: [Tip] 11.17% 10.70%  8.25%
IStﬂrti'ig Date: 200403 199605 198604
Ending Date: 200408 | 199607 198605
Manthe Io Recovery [Tip] 5 2

Standard Deviation: [Tip]

Sharpe Ratio: [Tip]

Average of Drawdowns: [Tip]

20%  Bonds

Drawdowns: [Tip] 10.01% 800%  7.01%
Starting Date: 198709 | 200403 199605
Endging Date: 198710 200408 199607
Months to Recovery [Tip] 1 5 2
Standard Devistion: [Tip] g 3.15E
Sharpe Ratio® [Tip] )
Average of Drawdowns: [Tip] 8.34%
20%  |Bonds | 20%  |Currer
20%  |Metals | 0% |Energi
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Final Analysis

The AECOS program allows investors to test different portfolio strategies to determine
the best mix of sectors, and the proper leverage to apply. Results for each sector are
from the Aegis investment programs. Past results cannot predict future returns, but
the AECOS program is designed primarily to show viewers the dramatic benefits of
increasing portfolio diversification using time honored rules that are basic and
common to our industry. As recent events in the global markets illustrate, investors
who ignore these rules can pay a dear price.

We recommend viewers use the AECOS system to locate a suitable combination of

sectors and leverage to meet their investment objectives. Results will vary for each
investor.

www.aegisfund.com/AECOS
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