
“Constructing A Prize Winning Portfolio” 
 

  Glenn’s Full Sail Express 
Portfolio Design Contest Grand Prize: Most Impressive Ride 
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Legal Disclaimer And Risk Disclosure 
3/19/14 

These materials are for educational and entertainment purposes only and 
are neither a solicitation, nor an offer to buy or sell any financial 
instrument. All information provided here is the personal opinion of the 
author. The author, AAII, AAII-Silicon Valley, AAII-SV-CI-MI, SectorSurfer 
Users Group,  Group leaders and members, make no claim that the 
information in any of these presentations is correct. Under no 
circumstances should any of the information in these presentations be 
taken as personal or individual trading advice. Past performance and/or 
hypothetical results of any trading method are not indicative of future 
results. Trading and investing in any financial instrument carries high 
levels of risk and may not be suitable for all investors. You should be 
aware of all the risks associated with trading, and seek advice from a 
financial professional, if you have any doubts. The author, AAII, AAII-
Silicon Valley, AAII-SV-CI-MI, SectorSurfer Users Group, Group leaders 
and members, will not assume any responsibility whatsoever for the 
actions of the reader nor financial losses that may result from the use or 
misuse of the information presented.  
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Goals of the portfolio – the 3 R’s 

• Reality— attempt to narrow the gap between 
paper results & actual performance 

 

• Risk– this portfolio intends to address the risk 
needs of 70+ age senior investors 

 

• Returns– notwithstanding the low risk needs, 
we’re seeking consistently high returns 
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Reality 

• Use “walk forward” testing (FWPT, in SectorSurfer lingo)  to 
minimize curve fitting, and hopefully improve reality of 
results. 
 

•Further Discount reported results, attempting to  approach 
“real world” results. Admittedly, this is a judgment call. 
 

•Use funds/ETFs with substantial volume & longevity    
more efficient trading and added historical data. 
 

•Try to minimize strategy “clones”--- attempt to have a 
mixture of sectors, asset classes, and countries. 
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Risk 

• Typical investors react 7 times more strongly to a loss than to a gain 
of the same magnitude   (study by the Sanford University Graduate School of Business)                      

         

• Older investors want/need lower risk:                                            
smaller drawdowns, fewer losing trades, no losing years, etc. 
 

• The risk goals of this portfolio are: 
– Maximize Sharpe Ratio –shoot for over 1.50* 
– Max drawdown of under 20%---real drawdown of under 10% 
– No losing years 

 
* William Sharpe of Stanford Univ. won the Nobel Prize for the development of the Sharpe Ratio. It  

measures risk-adjusted performance, by measuring the amount of returns for each unit of 
volatility that’s generated by a portfolio (higher returns and lower volatility equals more returns 
per unit of volatility). The measurement allows investors to analyze how much return they’re 
receiving from a portfolio in exchange for the level of risk they’re assuming. 
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Returns 

• The portfolio goals for returns are: 
 

– Annualized gains across all time periods > 30% 
 

– Discount reported gains by one third, to attempt 
to reach a realistic expectation. This is just a pure 
judgment call, and leads to expected gains across 
time of > 20% per year 
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Optimizing Approach 

• Download Hall of Fame spreadsheet 

• Reorganize columns to focus on Sharpe Ratio, 10-year gains 

• Select candidate strategies 

• Look for strats providing a mixture of sectors, asset classes and countries 

• Apply max length FWPT to promising strats 

• For top FWPT strats, tweak Advanced Options of each strat to find max 
performance under FWPT  

• Select top strats after AO optimizing (again, goal is no clones) 

• Vary the portfolio weighting of each strat to maximize the Sharpe Ratio for 
the overall portfolio 
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Going forward—future plans  

• Re-optimize the Full Sail Express portfolio 
periodically? Annually, bi-annually or…? 

 

•Work on higher performance portfolio with 
larger number of strategies, accepting 
somewhat higher volatility and risk 
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Work in 
progress— 

 
All ETF Portfolio 

 
Consists of up to 

10 ETF and  
2X leveraged ETF 

strategies 
(No 3X leveraged ETFs) 
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