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DISCLAIMER

Tines Capital, LLC (“TC”) is a registered investment advisor offering advisory services in the State

of Oklahoma and in other jurisdictions where exempted.

This communication is for informational purposes only and is not intended as an endorsement of

any company, security, fund, or other securities or non-securities offering. This communication

should not be relied upon as the sole factor in an investment making decision.

Past performance is no indication of future results.



SINCE INCEPTION

PERFORMANCE OF THE LEVERAGED PORTFOLIO



The Leveraged Algorithms were started on April 23rd, 2019. SPXTR, GLD, and TLT assume full dividend reinvestment. The Leveraged Portfolios are assumed to have a 3% AUM fee. The
data is sourced from Interactive Brokers Portfolio Analyst tool.
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DISCUSSION OF PERFORMANCE

The performance has been terrible.

The performance could easily improve quickly or worsen.

Despite the performance, we see great promise for investors willing to continue
investing for years.

This optimism is based on our fundamental investment philosophy.



INVESTMENT PHILOSOPHY

1. Personalize Investments

2. Invest in Businesses

3. Diversify with Other Assets

4. Tactically Change Allocations

5. Leverage May Increase Total Returns



1. PERSONALIZE INVESTMENTS

As Warren Buffett says, “The stock market is a device for transferring money from
the impatient to the patient.” No matter how good or bad an investment method is, it
will require patience and consistency.

The main reason investors underperform market indexes is because they withdraw
funds in periods of crisis.

A Dalbar report found that 70% investors underperformance occurred because they
withdrew funds in just 10 key periods of crisis from 1984 to 2019.

By educating clients and tailoring investments to meet client needs we believe we
can help clients improve their overall results even after our fee is subtracted.

Dalbar Report: https://www.dalbar.com/portals/dalbar/cache/docs/Hypothetical%20Outcomes%20of%20Crisis%20Periods%20v3.pdf



2. INVEST IN BUSINESSES
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This data was obtained from http://www.econ.yale.edu/~shiller/data.htm

Data for the monthly returns for the S&P
500 are available all the way back to
1871. It is hard to tell what is happening
further back in time on a regular chart. To
better see let’s switch to a log chart on the
next slide.
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Annualized Return: 9.1%

A Few Notable Moves
Great Depression Drawdown: 81%
1987 Single Day Drop: 20%
Great Recession Drawdown: 55%

Lesson
Despite major wars, domestic turmoil, periods of massive
inflation, pandemics, etc. people and businesses continued to
work to improve and become more profitable inventing new
things and creating new markets.



REMINDERS AND CLARIFICATIONS

Previous returns are not a guarantee or indicative of future results.

The following simulations are designed to be simple and display concepts Tines
Capital uses. They are not designed to display exactly how Tines Capital manages
client funds. There are many assumptions used to make these simulations.

Leveraged ETFs did not exist in large number prior to 2010. When necessary to
extend the example, a simulated leveraged ETF was calculated.

Log charts are often used in the follow graphs so that the overall history can be seen
clearly.

These simulations will neglect advisory fees, taxes, and transaction costs. All should
be considered when making an investment.



3. DIVERSIFY WITH OTHER ASSETS
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US government bonds have a long history
of appreciating in value like stocks but more
slowly and with less volatility.



ZOOMING IN ON 1986 TO 2022

1. To demonstrate why we think this philosophy is so powerful, we are going to look
at a set of hypothetical simulations from 1986 to 2022. We will largely be
looking at the ratio of annualized returns versus maximum drawdowns.

2. Vanguard’s VFINX (S&P 500 Index Fund) will be used for stock data. This fund
started in 1980.

3. Vanguard’s VUSTX (Long-Term Treasury Fund Investor Shares) will be used for
bond data. This fund started in 1986. The simulation will start on the same day
data became available, May 19th, 1986.

 To simulate 3X daily exposure to long term US treasuries, a daily 3X factor is applied to the total return of VUSTX and an annualized fee of 4.7%.

 To simulate having 3X daily exposure to the S&P 500 the daily returns of VFINX total return were multiplied by 3X and an additional annualized fee and cost of 2.7% was subtracted.



This uses the returns of Vanguard’s S&P 500 index fund VFINX with dividends reinvested. The simulation period was selected based on when data for VUSTX was available
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Stocks

For our simulation we are going to zoom in on the period
of May 19th, 1986 to June 30th, 2022 because that is the
period with daily data for bonds and stocks via VUSTX
and VFINX.
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Stocks Balanced

Balanced portfolio holds 70% stocks and 30% bonds.

Results in lower return.

Has a much better return/drop ratio.

The stocks simulation assumes VFIINX being used. The balanced simulation assumes the use of VFINX 70% and VUSTX 30% with a daily rebalance.



4. TACTICALLY CHANGE ALLOCATIONS
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Stocks Balanced Tactically Balanced

- Checks if stock market is up or down over the last year.

- If it is up, hold 70% stocks and 30% bonds.

- If it is down, hold 30% stocks & 70% bonds.

- Return/drop ratio improved significantly again!

The stocks simulation assumes VFIINX being used. The balanced simulation assumes the use of VFINX 70% and VUSTX 30% with a daily rebalance. In the tactical simulation if the stock market had a positive return over
the last 253 trading days (about 1 year) the allocation for that day was set to 70% stocks and 30% bonds. Otherwise, the allocation was 30% stocks and 70% bonds.



5. LEVERAGE MAY INCREASE TOTAL RETURNS



LEVERAGED INVESTING

1. Investing in a Larger Asset with a Smaller Amount of Money
 Similar in some ways to buying real estate with a loan, leveraged investing allows you to use a smaller

amount of money upfront to control a larger asset or amplify a return (or loss).

 Not all methods of obtaining leverage are the same. For example, a fixed rate mortgage has
significant risk but has a much better risk reward profile to an interest only adjustable-rate mortgage.

2. Leveraged ETFs
 Though these are very risky, they are by far better than many other choices.

 They typically use a daily multiplier such as 2 or 3.

 For example, if the S&P 500 goes up by 1% in a day then goes down by 5% the next day a 3x
Leveraged S&P 500 ETF would go up by about 3% the first day then down by about 15% the next
day.

3. Don’t do leveraged investing on your own. The risk is too high.

The risks of leverage ETFs and options are large and varied. Investors should review all warnings before using them, including the SEC’s bulletin https://www.sec.gov/investor/pubs/leveragedetfs-
alert.htm.



RISKS OF LEVERAGED ETFS

1. Leverage Decay: They can lose money on periods even when the underlying asset
goes up.

2. Volatility: They increase the volatility.

3. High Expenses: This leverage isn’t free. The fees on these funds are usually much
greater.

4. If you buy them outright the most you can lose is 100%.

The risks of leverage ETFs and options are large and varied. Investors should review all warnings before using them, including the SEC’s bulletin https://www.sec.gov/investor/pubs/leveragedetfs-
alert.htm.



The stocks simulation assumes VFIINX being used. The balanced simulation assumes the use of VFINX 70% and VUSTX 30% with a daily rebalance. In the tactical simulation if the stock market had a positive return over the last 253 trading
days (about 1 year) the allocation for that day was set to 70% stocks and 30% bonds. Otherwise, the allocation was 30% stocks and 70% bonds. For the 3X Tactical simulation the same rules as the Tactical simulation were used but a 3X

daily leverage factor was targeted. To simulate 3X daily exposure to long term US treasuries, a daily 3X factor is applied to the total return of VUSTX and an annualized fee of 4.7% is subtracted. To simulate having 3X daily exposure to
the S&P 500 the daily returns of VFINX total return were multiplied by 3X and an additional annualized fee and cost of 2.7% was subtracted.
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Stocks Balanced Tactically Balanced Leveraged & Tactically Balanced

- Use the same rules as the Tactically Balanced simulation.

- Target a leverage factor of 3 for each day.

- If the Tactically Balanced went up 1% in a day this leveraged version
goes up approximately 3%. Losses are multiplied also!

- The return increase dramatically! The return/drop ratio declined slightly.



ACTUAL PERFORMANCE

VS

SIMULATION
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Leveraged (IRA) with 3% Fee Stock Market (SPXTR)
Treasury Bonds (TLT) Gold (GLD)
Leveraged & Tactically Balanced Simulation

- Patience and consistency were crucial to actually

obtaining the results shown for any investment!



DISCLAIMERS

This communication is for informational purposes only and is not intended as tax, accounting or legal advice, as an offer or solicitation
of an offer to buy or sell, or as an endorsement of any company, security, fund, or other securities or non-securities offering. This
communication should not be relied upon as the sole factor in an investment making decision.

Past performance is no indication of future results. Investment in securities involves significant risk and has the potential for partial or
complete loss of funds invested. It should not be assumed that any recommendations made will be profitable or similar to the
performance noted in this publication.

The information herein is provided “AS IS” and without warranties of any kind either express or implied. To the fullest extent permissible
pursuant to applicable laws, Tines Capital, LLC (referred to as “TC”) disclaims all warranties, express or implied, including, but not
limited to, implied warranties of merchantability, non-infringement, and suitability for a particular purpose.

All opinions and estimates constitute TC’s judgment as of the date of this communication and are subject to change without notice. TC
does not warrant that the information will be free from error. The information should not be relied upon for purposes of transacting
securities or other investments. Your use of the information is at your sole risk.

Under no circumstances shall TC be liable for any direct, indirect, special or consequential damages that result from the use of, or the
inability to use, the information provided herein, even if TC or a TC authorized representative has been advised of the possibility of such
damages. Information contained herein should not be considered a solicitation to buy, an offer to sell, or a recommendation of any
security in any jurisdiction where such offer, solicitation, or recommendation would be unlawful or unauthorized.


