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PlusAlpha: Systematic Active Fixed Income ETF Model Portfolios

Active Model Aug YTD l-year  3-year 5-Year ITD Annual Beta- Corr- 12mo

Portfolios & 2024 2024 1/2016 | Alpha- AGG AGG Reward

Benchmarks AGG Risk
Ratio

ARAM Active Model Portfolios using ETFs (Net returns)

AGG+ Baseline 1.4% 7.0% 11.2% 10.6% 31.9% 56.8% 4.2% 0.71 0.60 2.6

AGG+ Aggressive | 1.0% 6.8% 10.8% 2.0% 22.5% 70.7% 4.8% 1.05 0.62 2.5

AGG+ Inv Grade | 0.5% 3.0% 7.4% 1.1% 11.8% 31.2% 2.1% 0.75 0.56 2.1

HY+ Baseline 1.2% 5.6% 9.5% -4.7% 40.7% 82.3% 5.8% 0.94 0.52 1.1

HY+ Aggressive 22% 4.9% 9.6% -15.6% 49.5% 98.6% 7.0% 1.19 0.45 0.7

Active Broad 15% 6.1% 11.7% 5.2% 10.9% 41.9% 2.6% 0.99 0.64 1.6

BenchMark+

Active Benchmark Indices

ARAM Active 1.2% 3.3% 7.2% -3.3% 4.4% 20.7% 0.6% 0.96 0.94 0.9

AGG+ IG

ARAM Active 1.2% 4.9% 8.8% 0.5% 9.3% 28.2% 1.7% 0.76 0.74 1.6

AGG+ Broad

Passive Benchmark Indices

Agg Index 1.4% 3.1% 7.3% -6.2% -0.2% 15.7% 0.0% 1.00 1.00 0.9

U.S. Treasury 13% 2.6% 6.0% -7.4% -3.0% 9.8% -0.4% 0.91 0.94 0.9

Govt-Related 13% 3.3% 6.9% -3.8% 1.3% 18.9% 0.6% 0.85 0.96 1.1

Corporate 1.6% 3.5% 9.3% -6.2% 3.4% 29.7% 1.0% 1.28 0.91 1.0

Securitized 1.6% 3.4% 7.6% -4.8% -0.4% 10.9% -0.4% 0.93 0.95 0.8

MBS 1.6% 3.3% 7.5% -5.0% -0.9% 10.0% -0.5% 0.94 0.94 0.8

High Yield 1.6% 6.3% 12.6% 7.8% 24.4% 70.2% 5.1% 0.78 0.52 1.9

Hello.

Some news: our Active Fixed Income Model Portfolios are available on Schwab’s iRebal. Our
Baseline portfolio will also be available for Direct Indexing on numerous platforms via
Indexone.io. Contact me for more information on how to access them.

More Alpha research: We've created 2 new Active Benchmark Indices to compare against
Active Fixed Income Funds. These are constructed using 9 large benchmark ETFs with over
$300BB of AUM to represent what is possible at a minimum through Active Fixed Income
management in scale. Their performance is in the middle of the table above, and clicking on



https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003176-Plus_Alpha_-_AGG_Baseline_-_Aug_2024-8f14e.pdf
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https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003178-Plus_Alpha_-_AGG_Inv_Grade_-_Aug_2024-6512b.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003179-Plus_Alpha_-_HY_Baseline_-_Aug_2024-e4da3.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003180-Plus_Alpha_-_HY_Aggressive_-_Aug_2024-c51ce.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003271-Plus_Alpha_-_BenchmarkBroad_Aug_2024-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003271-Plus_Alpha_-_BenchmarkBroad_Aug_2024-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003270-ARAM_Active_Benchmark_IG_-_Aug_2024-8f14e.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003270-ARAM_Active_Benchmark_IG_-_Aug_2024-8f14e.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003269-ARAM_Active_Benchmark_Broad__-_Aug_2024-e4da3.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003269-ARAM_Active_Benchmark_Broad__-_Aug_2024-e4da3.pdf
https://advisorservices.schwab.com/irebal
https://indexone.io/indices
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/1003041-Benchmarks_for_Active_Fixed_Income_Funds_9-1-2024-16790.pdf

the links will open up a Fact Sheet. We sent out a paper about these a few days ago, linked
above.

We can supply both of these Active Indices as Model Portfolios.

We've added 1 more Active model portfolio, the Active Broad Benchmark+. This is a scalable
portfolio that uses the same 9 ETFs as the Active AGG+ Broad index. This outperforms our
Active AGG+ Broad Index by 0.9% Alpha, by using a more sophisticated proprietary algorithm,
with 41.9% out-of-sample cumulative return since 2016 vs 28.2% cum return for the Active

Index, and 15.7% cum return for the Agg Index.

All our model portfolios significantly improve on the number of months with positive returns,
and thus Alpha, compared to the appropriate benchmarks.

Our other Active Fixed Income Model Portfolios choose from over 400 Fixed Income ETFs.

AGG+ Baseline

This is our primary recommended Active model portfolio, targeting the risk of the AGG ETF. It
includes ETFs of most asset classes that are used by other ‘Active’ Fixed Income funds.

AGG+ Aggressive

Using the same ETFs as the Baseline, this model targets a higher level of risk than the AGG in
order to increase the Beta.

AGG+ Investment Grade (IG)

This model portfolio uses ETFs from only IG sectors, matching the definition of the Agg Index.
This is should be compared to the Active Benchmark+ IG Index or the Agg Index.

HY+ Baseline
This model portfolio targets the risk of the HYG ETF.

HY+ Aggressive

This model targets a higher risk than HYG, and generates a commensurately higher return.

Coming up:
Active Model Portfolios for specific investment platforms, using their own ETFs and Mutual

Funds to create Active Fixed Income Model Portfolios. Our testing suggests that our Active
models significantly outperform their own Active Funds.
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These will be ideal for RIAs and Wealth Managers that are limited to using products and
models on their custody platforms.

None of our model portfolios use any leverage. The Alpha of our portfolios is generated
through systematic Active Management, by using the portfolio construction process and
algorithms derived from our research on market structure and behavioral biases in Fl.

All the model back-test total returns are ‘out-of-sample’, with implied fees, after systematic
rebalancing creates the following period’s portfolio. The only risk to these return numbers
come from execution risk. To handicap this, our Fact Sheets display Bloomberg’s LQA (Liquidity
Analysis) statistics for the current portfolio — this was described in the April 2024 newsletter.

To recap: we target the risk of a benchmark index - the AGG, HYG, etc - and systematically
build portfolios of Fixed Income ETFs, and rebalance the portfolios of ETFs periodically to
reflect changes in market risk, making this an Active Strategy.

We believe this is the only true Active Fixed Income strategy offered in the market — our
research is available in our paper ‘Are “Active” Fixed Income Funds Active?’.

Quick takeaway - if a fund is truly ‘Active’, it will have volatile Beta and low correlation with
its benchmark.

Our strategy was conceived in 2016 as a result of our research into Behavioral Biases in Fixed
Income and Flaws in the Market Structure. Our systematic solution takes advantage of biases
and flaws in Fixed Income management to realize the potential returns available in Fixed
Income, and to capture the attendant benefits to portfolio construction and asset allocation
(low correlations, positive skewness, higher Sharpes).

The long-term Alpha is significant. The Risk Targeting algorithms are continuously improved,
and the Alpha has been persistent.

Unlike many quant strategies, we expect the Alpha in our Systematic Fixed Income Strategy
to remain persistent.

We currently custody at Charles Schwab and Interactive Brokers for our systematic strategies.

We are also seeking institutions, wealth managers and TAMPs that might have interest in
licensing our customizable Model Portfolios.

Please call with questions.
Regards, Samir


https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/998042-ARAM_AGG_Plus_Alpha_newsletter_-_Apr_2024-c20ad.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/993502-ARAM_Research-_Are_Active_Fixed_Income_Funds_Active_1-23-2024-c9f0f.pdf
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Important Notice - Disclaimer

This overview is being provided to you by MBS Mantra, LLC, d/b/a Alpha Research and Management (“MBS
Mantra” or the “Firm” or the “Adviser” or “ARAM?), for informational purposes only, on a confidential basis and is
intended solely for use by the company or individual to whom it is being delivered. Potential investors are advised to
request and carefully read and review MBS Mantra’s Firm Brochure (Form ADV Part 2), and other documents, if
any, provided by MBS Mantra (the “Documents”).

Under no circumstances should this overview be used or considered as an offer to sell, or a solicitation of any offer
to buy, interests in any securities, funds, other financial products or investment strategies managed by MBS Mantra,
nor shall it or its distribution form the basis of, or be relied upon in connection with, any contract for advisory
services or otherwise.

The information contained with this brochure has not been audited and is based upon estimates and assumptions. No
reliance should be placed, for any purpose, on the information or opinions contained in this overview. The
information contained in this brochure is based upon proprietary information of MBS Mantra and public
information, but it may not be comprehensive, and it should not be interpreted as investment advice. No
representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the
information or opinions contained in this overview by MBS Mantra or by its affiliates and any of their principals,
members, managers, directors, officers, employees, contractors or representatives.

Investors must make their own investment decisions based on their specific investment objectives and financial
position. Charts, tables and graphs contained in this overview or in the Documents are not intended to be used to
assist an investor in determining which securities to buy or sell or when to buy or sell securities. While this overview
may contain past performance data, PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS,
WHICH MAY VARY. There can be no assurance that any investment strategy will achieve its investment objective
or avoid substantial or total losses. Except as required by law, MBS Mantra assumes no responsibility for the
accuracy and completeness of any forward-looking statements. Further, MBS Mantra does not provide legal and tax
advice; MBS Mantra recommends that investors consult with their own independent tax and legal advisers.

Any example represents an actual trade made by Samir Shah, MBS Mantra’s principal, and/or MBS Mantra; any
hypothetical represents a possible trade. None of the examples, whether actual or hypothetical, contained in this
overview and the Documents should be viewed as representative of all trades made by MBS Mantra, but only as
examples of the types of trades MBS Mantra expects to complete for its customers. None of the examples provided
can in and of themselves be used to determine which securities to buy or sell, or when to buy or sell them. It should
not be assumed that recommendations made in the future will be profitable or will equal the performance of the
securities used as examples in these Documents. To the extent that this document contains statements about the
future, such statements are forward looking and subject to a number of risks and uncertainties, including, but not
limited to, the impact of competitive products, product demand and market risks, fluctuations in operating results
and other risks. (A complete list of trades made by Samir Shah and/or MBS Mantra is available upon request.)

This overview and all Documents provided by MBS Mantra should only be considered current as of the date of
publication without regard to the date on which you may receive or access the information. MBS Mantra maintains
the right to delete or modify the information without prior notice; MBS Mantra undertakes no obligation to update
such information, including, but not limited to, any forward-looking statements, as of a more recent date, except as
otherwise required by law.



