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Apr24 2024 1 year 3 year 5 Year Cum 12mo 12mo
% Net YTD Net % Net % Net % Net % | Trailing Trailing
Return Net% since Betato Correl
1/2016 AGG to AGG
Baseline: +0.72% +3.6% | +11.9% +6.2% +19.9% | +38.5% 0.27 72%
(ModelPort20)
Aggressive: +0.24% +3.1% | +10.7% +2.3% +21.1% | +53.9% 0.33 75%
(ModelPort55)
CoreAGG: +0.56% +2.8% | +11.2% +2.5% +13.5% | +25.6% 0.24 60%
(ModelPort91)
Diversified: -0.05% +1.8% | +10.1% +2.0% +22.4% | +40.4% 0.34 69%
(ModelPort1)
Large-Diversified | -0.82% +1.0% | +7.6% -0.6% +15.1% | +31.0% 0.41 80%
(ModelPort3)
AGG ETF -2.5% -3.2% -1.5% -10.2% -0.9% +8.1% 1.0 100%
U.S. Treasury -2.3% -3.3% -2.8% -10.8% -2.5% 3.6%
Govt-Related -1.9% -2.3% -0.3% -7.2% 1.5% 12.5%
Corporate -2.5% -2.9% 1.0% -8.9% 4.5% 21.7%
Securitized -2.9% -3.8% -1.9% -11.1% -4.1% 3.2%
MBS -3.0% -4.0% -2.2% -11.5% -4.8% 2.3%

Bonds sold off and yields rose in April, with the 10yr off by almost 4%, and the AGG returning

-2.5%.

Our featured Model Portfolios all outperformed the AGG, with most being up for the month,
and the Baseline outperforming the AGG ETF by 3.25%! The YTD outperformance over AGG is
between +3.3% and +6.8%, with very low trailing Betas and Correlations reflecting the
Activeness of our Model Portfolios.

The long-term Alpha is significant. This 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 these biases and flaws 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).
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https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997960-ARAM_Baseline_MP20_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c9f0f.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997960-ARAM_Baseline_MP20_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c9f0f.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997951-ARAM_Aggressive_MP55_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997951-ARAM_Aggressive_MP55_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997961-ARAM_CoreAgg_MP91_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997961-ARAM_CoreAgg_MP91_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997954-ARAM_Diversified_MP1_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997954-ARAM_Diversified_MP1_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997955-ARAM_Large_Diversified_MP3_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c20ad.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997955-ARAM_Large_Diversified_MP3_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c20ad.pdf

The performance has been tracked since 2017, with the Risk Targeting algorithms 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, since the SEC has shown no interest in fixing the Fixed Income Market

Structure.

Annualized Alpha — 2016 to present versus:

BM1: BM2: BM3:
AGG GOVT MBB
Baseline: +3.5% +4.0% +4.0%
(ModelPort20)
Aggressive: +4.7% +5.4% +5.4%
(ModelPort55)
CoreAGG: +2.2% +2.7% +2.8%
(ModelPort91)
Diversified +3.7% +4.2% +4.2%
(ModelPort1)
Large-Diversified +2.9% +3.3% +3.3%
(ModelPort3)

Liquidity Analysis — Bloomberg’s LQA

The monthly track record of our Model Portfolios is computed using Bloomberg’s Total Return
calculators, which assume execution at the closing price of each month.

Even though we are investing in exchange traded ETFs, real world execution is likely to differ
from investor to investor, due to different sizes of orders, different brokers, different
execution algos and order types used, and different trading venues where the orders are
placed, which will likely realize some slippage from the Total Returns we are computing.

We are concerned about slippage costs, as we would like our model subscribers to realize the
returns they are expecting. To assess this slippage risk, we have had discussions with ETF
market makers, and also analyze TCA.

Smaller ETFs with lower AUM, or that invest in smaller or inherently less liquid sectors, are
more likely to have wider bid-offer spreads, as they trade less often than larger benchmark
ETFs. ETFs that use derivatives are also less liquid. Conversely, larger ETFs, and those that invest
in more liquid underlying sectors have lower bid-offer spreads, and higher LQA scores.


https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997960-ARAM_Baseline_MP20_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c9f0f.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997960-ARAM_Baseline_MP20_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c9f0f.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997951-ARAM_Aggressive_MP55_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997951-ARAM_Aggressive_MP55_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-aab32.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997961-ARAM_CoreAgg_MP91_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997961-ARAM_CoreAgg_MP91_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997954-ARAM_Diversified_MP1_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997954-ARAM_Diversified_MP1_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-16790.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997955-ARAM_Large_Diversified_MP3_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c20ad.pdf
https://static.wpb.tam.us.siteprotect.com/var/m_0/00/003/44984/997955-ARAM_Large_Diversified_MP3_Apr24_Agg_Plus_Alpha_-_Fact_Sheet-c20ad.pdf

In general, even in smaller ETFs in less liquid sectors, orders close in size to a Creation Unit of an
ETF will have the lower bid-offer spreads than small orders, as such orders would not require a
market maker to inventory excess shares or to short shares to the buyer, with the attendant
financing costs and market risks.

Bloomberg has used quantitative tools to compute liquidity scores for ETFs and to estimate Bid-
Offer spreads. Since our systematic portfolios of ETFs have numerous holdings, we computed
the weighted portfolio statistics. This table shows the weighted Bloomberg LQA rank, the
estimate of Bid-Offer spread, and the weighted average AUM of the funds in each model
portfolio.

BB-LQA

Bid-Offer| WAvg
ARAM BB-LQA | Spread AUM
Model Score (est) (SMM)
MP20 76 S 027|S 175
MP55 77 S 023|S 162
MP91 89 S 007|S 201
MP1 86 S 013|S 455
MP3 93 S 0.04|S 3,123
AGG 100 S 0.01| S 105BB

It would be impossible to adjust the historical total returns described in our Fact Sheets for
slippage, as execution quality would vary between users, and historical LQA statistics do not
exist in any case. To allow investors to make informed decisions about the current portfolios
in our models, on each of our Fact Sheets we have shown the current model portfolio
weighted Bloomberg LQA bid-offer spread estimate.

This link describes the Bloomberg LQA tools:

https://www.bloomberg.com/company/press/bloomberg-wins-market-liquidity-risk-product-
of-the-year-award-for-the-fifth-consecutive-time

To recap: we target the risk of the AGG, 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?’.

The model returns shown are all out of sample, after systematic rebalancing creates the
following period’s portfolio. Monthly total returns for funds used by our models and systems
use Bloomberg’s calculators to combine price changes and income returns. These are
compounded to compute the Model Portfolio returns.


https://www.bloomberg.com/company/press/bloomberg-wins-market-liquidity-risk-product-of-the-year-award-for-the-fifth-consecutive-time
https://www.bloomberg.com/company/press/bloomberg-wins-market-liquidity-risk-product-of-the-year-award-for-the-fifth-consecutive-time
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

Please click on the linked Fact Sheets for more statistics. Please review our previous newsletters
for details on the portfolio construction and rebalancing.

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

May 2, 2024

Samir Shah

President and CIO

MBS Mantra, LLC (a CT Registered Investment Advisor)
(dba) Alpha Research and Management

Alpha Research and Consulting, LLC

"Alpha Through Analysis"'®

203-388-8356 P

203-273-0360 C

sshah@mbsmantrallc.com

https://www.linkedin.com/in/samir-shah-6a9096a

Please visit our website https://www.mbsmantrallc.com for important disclosures.

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.


mailto:sshah@mbsmantrallc.com
https://www.linkedin.com/in/samir-shah-6a9096a
https://www.mbsmantrallc.com/

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.



