“Constructing A Prize Winning Portfolio”

Glenn’s Full Sail Express
Portfolio Design Contest Grand Prize: Most Impressive Ride

“Patterson



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, AAll, AAll-
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.



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



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.



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.



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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11-Mar-14 21:45:11 97.05.csv P:Glenn's Full Sail Express
SS-Port., Trade: Quarterly, SG-Std. |

Last Signal 2-Jan-14;
BornOn Date [ 25-Nov-13
Trades/Year _ 4

RECENT TOTAL RETURN PERCENTAGES

FROM | Strategy = S&P 500
Last Week o -010%  -030%
Last Month ‘ 300% = 4.10%
Half Year ‘ 1150% = 12.90%
Last Trade [ 240% @ 2.40%
BornOn Date _ 480% = 420%
RISK PROFILES

TYPE

10-Yrs Drawdown
Max Drawdown

Max D.D. Date "g-Mar- Date of MaxDrawdown from prior high.
Real D.D. Date 1-Oct-08  1-Apr-08  Date of MaxDrawdown with realized trades.

All-Yrs Drawdown:

Max Drawdown 2200% = 55.30%
Real Drawdown 1460% = 4570%
MaxD.D.Date ~ 8-Oct-98  9-Mar-09
Real D.D. Date 1-Oct-98  1-Apr-09

/
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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



‘SectorSurfer Stratezy Hall Of Fame Data o 03/15/2014 08:37 PM

Type
‘Safety
Safety
|Safety

| Safety
Safety
Safety
‘Safety

‘ Safety
‘Safety
Safety
|Safety

| Safety
Safety
Safety
‘Safety

‘ Safaty
Safety
Safety
|Safety

| Safety
Safety
Safety
‘Safety

‘ Safety
‘Safety
Safety
|Safety

| Safety
Safety
Safety
Mutuals
Mutuzls
‘ Mutuals
Mutuals
‘Mutuals
Mutuals

Score
1233
1240
126.8
126.7
126.6
1220
1219
1135
106.1
1244
1246
117.0
1236
484
67.0
4.8
1249
946
93.1
947
814
102.0
739
59.9
9.7
57.8
706
89.0
103.4
451
1327
127.8
126.8
126.7
126.6
1249

Safety
3046
2917
281.5
279.6
2794
276.9
276.6
2613
266.7
265.9
265.5
261.1
2486
2321
2280
219.5
2171
2134
208.7
207.5
206.9
203.7
202.1
1999
195.6
1893
1883
187.8
186.6
185.4
1333

69.9
2815
2719.6
2794
2171

Strategy

Name

Fidelity Select Funds ML
Fidelity Select Funds ml+/
Fidelity Select Funds-1

FF MF Fidelity A

Fidelity Select Funds PT
Fidelity Retire Early 42 /d
Fidelity Retire Early #3
Fidelity Select Funds modif
Fidelity Select Funds
Fidelity Retire Early #4
Fidelity Select Funds PTO1
Funds 1Ads-1 /d

Fidelity Select Funds - apo
Vanguard Income #3/i
LTBond S0A1ROB10
Vanguard Income #10/i
Fidelity Select Funds TCMA
Vanguard Mutuals Mix
Fidelity Retire Early #1
Vanguard Mutuals Mix#4/i
Vanguard Balanced|i
Vanguard Mutuals Mix#2/i
V/F Income/P

Vanguard Income #5/i
Fidelity super safe Major
Taxable Bond

NQP2b

Sector Rotation

Vanguard Mutuals Mix/i
AMH OAK /d

Fidelity & Vanguard Mix wit
Fidelity Select Funds
Fidelity Select Funds-1
FFMF Fidelity A

Fidelity Select Funds
Fidelity Select Funds TCMA

User Date

Name IsFree Start

milord27 - 9/1/1988
rswilkes - 9/1/1988
cvalenza - 9/1/1988
wis - 9/1/1988
I " 9/1/1988
pecarovich - 9/1/1988
pecarovich - 9/1/1988
stevehn - 9/1/1988
jmegraw - 9/1/1988
pecarovich - 9/1/1988
ronind47 - 9/1/1988
Flsufer - 9/1/1988
statdude - 9/1/1988
mosier - 9/1/1988
mikm27 - 9/1/1988
btinsley - 9/1/1988
koer - 9/1/1988
kubball - 3/9/1994
jejespooner - 9/1/1988
aplanegyy - 9/1/1988
rubberroad2 - 9/1/1988
statdude - 3/9/1994
Imbrgr - 9/1/1988
mosier - 9/1/1988
jsumara - 9/1/1988
rickwelch - 9/1/1988
dptil - 5/10/1951
dptll - 9/1/188
betulip - 3/9/1994
AMH > 9/1/1988
statdude - 9/1/1988
foer - 9/1/1988
cvalenza - 9/1/1988
surf59 - 9/1/1988
dawood - 9/1/1988
fher - 9/1/1988

G Standard HOF spreadsheet layout

Date
BornOn

Date

1/4/2010
1/4/2010
1/4/2010
1/4/2010
1/4/2010
1/4/2010
1/42010
1/4/2010
12/5/2013
1/4/2010
1/4/2010

2/27/2014
2/27/2014
1/30/2014
1/30/2014
1/30/2014
1/30/2014
1/30/2014
1/30/2014
2/18/2014
1/30/2014
2/27/2014
2102014 2/27/2014
1/4/2010 1/30/2014
1/3/2007 12/31/2013
1/4/2010 1/31/2014
1/3/2005  1/31/2014
1/4/2010 11/27/2013
1/2/2004  2/28/2014
1/6/2014 2/13/2014
12/31/2003 1/31/2014
1/8/2013 2/28/2014
12/29/2000 1/31/2014
4072013 9/30/2013
12/31/2004 1/31/2014
1/4/2010 1/30/2014
7/9/2013 11/29/2013
12/31/1999 10/31/2013
12311999 2/7/2014
1/2/2004 12/31/2013
12/182013  1/31/2014
12242013 1312014
1/42010 11/27/2013
1/4/2010 1/30/2014
1/4/2010 1/30/2014
1/4/2010 1/30/2014
1/4/2010 11/27/2013

Trades
LastTrade erYear

38
39
39
40
40
39
39
40
36
39
44
41
43
13
34
14
42
40
42
42
44
39
24
18
43
33
33
49
38
37
36
42
38
40
40
42

Trade
Hold
Auto
Auto
Auto
Auto
Auto
Auto
Auto
Auto
30-Days
Auto
Auto
Auto
Auto
Auto
Auto
Auto
Auto
Auto
AnyDay
Auto
Auto
Auto
Auto
Auto
Auto
Auto
Auto
30-Days
Auto
Auto
Auto
Auto
Auto
Auto
Auto
Auto

TheRef
Fund
S&PS00
S&PS00
S&PS00
S&P500
S&PS00
S&PS00
S&PS00
S&PS00
S&PS00
S&PS00
S&PS00
S&P500
S&P500
AGG
AGG
AGG
S&PS00
AGG
S&PS00
AGG
S&PS00
AGG
AGG
AGG
S&P500
AGG
S&PS00
S&P500
AGG
S&PS00
S&PS00
S&PS00
S&PS00
S&PS00
S&PS00
S&P500

TheRef

Strategy TheRef

1038 3253 726
1038 3258 726
1038 3557 726
1038 3528 726
1038 3527 726
1038 3518 726
1038 3517 726
1038 3427 726
1038 2943 726
1038 3459 726
1038 3333 726
1038 3138 726
1038 3393 726

819 1279 566

705 1574 435

836 1193 62
1038 3314 726
1012 2437 898
1038 2884 726
1027 2447 877
1038 2243 726
1003 2485 861

705 1678 435

847 1374 64l
1038 | 2850 7.26

705 1593 435

941 1804 726
1038 2482 726

980 2330 897
1038 1150 726
1038 3366 726
1038 3401 726
1038 3557 726
1038 3528 726
1038 | 3527 726
1038 3314 726

G. Patterson

28.60
2873
32.23
3237
3234
3127
3124
29.13
26.44
3223
217
30.40
30.98
.11
17.17
1137
3244
2278
2137
213
1979
24.00
18.52
15.21
2631
15.84
15.83
23.25
26.09
1181
3110
30.48
3223
3237
3234
3244

Strategy TheRef
Rtn.MaxY Rtn.MaxY Rtn.10Yr Rtn.10¥r Rtn.3Yr

1487
1487
1487
1487
14.87
14.87
1487
1487
1487
1487
14.87
1487
1487

6.18

351

8.03
14.87
14.05
1487
1318
14.87
13.56

351

8.84
1487

351
14.87
1487
1392
1487
1487
1487
14.87
1487
1487
1487

Strategy TheRef Strategy Storm

Rtn.3¥r
3429
34.76
3135
3181
3178
28.20
2813
23.14
2157
3135
3314
31.04
3135
13.27
22.59
13.65
34.60
2853
19.10
2791
20.76
3379
2695
20.73
25.17
15.05
21.05
2235
36.71
1333
4158
36.97
3135
3181
3178
34.60

Rtn.1¥r
20.37
2037
2037
20.37
20.37
2037
2037
2037
20.37
2037
2037
20.37
20.37

363

0.35

7.82
20.37
17.08
2037
18.80
20.37
18.33

0.35

8.85
20.37

0.35
2037
20.37
16.69
2037
2037
2037
20.37
2037
2037
20.37

Rtn.1¥r
2461
35.56
19.12
19.12
19.12
19.12
19.12
19.12
21.03
19.12
22.86
26.49
19.12
11.87

3.49

8.96
43.05
16.70
1138
2394
-2.20
25.18
15.43
1438
19.12

3
2164
19.28
3154

6.59
3203
43.05
19.12
19.12
19.12
4305

Guard  Alpha
231 028
231 028
251 | 032
251 | 031
251 | 031
251 | 032
251 | 032
251 031
251 | 025
251 | 031
231 030
241 | 027
231 030
101 006
251 | 013
101 007
231 028
101 019
251 024
101 | 017
101 | 021
101 019
221 016
101 008
251 024
231 | 013
200 014
211 | 02
101 018
271 | 009
211 029
251 028
251 | 032
251 031
251 | 031
231 028

Beta
0.52
054
043
0.52
0.52
043
043
043
0.57
0.52
0.40
047
046
0.79
048
057
0.52
0.72
0.60
0.84
0.32
073
0.25
0.67
043
0.56
038
037
0.63
0.20
0.52
0.58
043
0.52
0.52
0.52

TheRef Strategy TheRef Strategy TheRef
P15%Loss P15%Loss Max.Drav Max.Drav RealDraw RealDraw Sharpe  Sharpe

0.2
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.22
0.02
0.01
0.04
0.22
0.12
0.22
0.12
0.22
0.13
0.01
0.03
0.22
0.01
0.24
0.22
0.12
0.22
0.22
0.22
0.22
0.22
0.22
0.22

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.01
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.01
0.01
0.01
0.00
0.01
0.01
0.00
0.01
0.01
0.00
0.00
0.00
0.00
0.01
0.01
0.00
0.00
0.00
0.00

0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.55
0.15
0.05
0.23
0.55
0.42
0.55
0.43
0.55
0.42
0.05
0.20
0.55
0.05
0.55
0.55
043
0.55
0.55
0.55
0.55
0.55
0.55
0.55

0.14
0.14
0.15
0.15
0.15
0.15
0.15
0.15
0.14
0.15
0.15
0.15
0.15
0.07
0.09
0.07
0.15
0.14
0.15
0.13
0.14
0.14
0.08

0.15
0.08
0.11
0.14
0.14
0.06
0.20
0.22
0.15
0.15
0.15
0.15

041
041
043
043
043
043
043
043
0.52
043
041
0.45
041
0.02
0.03
017
041
033
0.53
041
0.46
033
0.02
0.10
043
0.03
035
0.36
033
053
043
043
043
0.43
043
041

Strategy TheRef

0.05
0.05
0.09
0.09
0.09
0.09
0.09
0.09
0.08
0.09
0.05
0.06
0.05
0.02
0.05
0.00
0.06
0.08
0.08
0.07
0.11
0.08
0.04
0.02
0.09
0.07
0.05
0.08
0.12
0.03
0.08
0.12
0.09
0.09
0.09
0.06

10

043
043
043
043
043
043
043
043
043
043
0.43
043
043
0.94
0.84
0.74
043
0.57
043
0.57
043
0.55
0.84
0.86
043
0.84
0.36
043
0.54
043
043
043
043
043
043
043

Strategy

150
149
158
155
155
155
155
154
139
158
156
169
161
155
119
155
166
1.00
131
106
113
0.99
11
138
126
117
135
155
123
146
155
155
158
155
155
166



HOF Spreadsheet  strategy Strategy |User Date

Type Score Safety  Sharpe  Rtn.10Yr [Name Start

Satety 73 T7Z.7 T.57 30.T  pecarovich 9/1/1988
ASafety 128 185.8 1.57 31.2 raulpdir 9/1/1988
|Safety 124 179.6 1.56 29.3  pecarovich 9/1/1988
|Mutuals 124 179.6 1.56 29.3  mauravanness 9/1/1988
'Safety 43 187.4 1.55 12.1 btinsley 9/1/1988
j Mutuals 124 152.3 1.55 30.1 FLsurfer 9/1/1988
EETFS 120 48.8 1.53 29.9 pmmc 5/26/2000
| Safety 43 192.9 1.53 124 mosier 9/1/1988
'Safety 118 152.5 1.52 28.6  356guy 9/1/1988
j Mutuals 118 152.5 1.52 28.6 356guy 9/1/1988
‘ ETFs 162 27.9 1.49 47.6 mikm27 3/18/1996
Safety 133 180.4 1.49 32.8 clarkson99 9/1/1988
iMutuals 133 180.4 1.49 32.8 clarkson99 9/1/1988
jSafety 119 137.2 1.48 28.9 Lingane 9/1/1988
iMutuaIs 119 137.2 1.48 28.9 Lingane 9/1/1988
j Mutuals 125 152.6 1.47 30.4 marke60 9/1/1988
iMutuals 116 115.8 1.46 27.6  jsmorrow 9/1/1988
|Safety 106 152.9 1.46 26.6 pecarovich 9/1/1988
iM.W.HeId 94 57.6 1.45 27.5 PublicPaid 5/5/1995
j Mutuals 124 169.4 1.45 32.0 Flsurfer 9/1/1988
‘safety 124 169.0 1.45 32.0  356guy 9/1/1988
j Mutuals 124 169.0 1.45 32.0 rogermagic 9/1/1988
‘ Safety 109 163.7 1.43 26.4  kundur 9/1/1988
|Mutuals 116 71.6 1.43 27.0 elkopps 9/1/1988
iMutuals 121 145.7 1.43 30.7 Trend2000 9/1/1988
|Safety 126 169.4 1.43 32.2  rogermagic 9/1/1988
ﬂSafety 121 140.0 1.43 31.1 Trend2000 9/1/1988
|Mutuals 133 70.1 1.43 31.8 wsandberg 9/1/1988
iETFS 158 125.8 1.43 40.6 WWVANWAY 2/7/2001
|safety 124 168.1 143 32.8 Closer33 9/1/1988
iMutualS 124 168.1 1.43 32.8 Closer33 9/1/1988
|Mutuals 120 135.9 1.42 29.5  PublicFree 9/1/1988
iM.W.Held 120 135.9 1.42 29.5 PublicFree 9/1/1988
j Mutuals 120 135.6 1.42 29.6  majuds 9/1/1988
iMutuals 118 122.4 1.41 26.0 o0no333 9/1/1988
_} ETFs 182 30.9 1.41 53.8 moorecq@comcas  3/18/1996
iM.W.Held 182 30.9 1.41 53.8 cvalenza 3/18/1996
j Mutuals 121 139.1 1.41 29.8  avgcpa 9/1/1988
?Safety 124 141.1 1.38 E cimhof 9/1/1988
; G. ?’a}te rson

|Mutuals 124 141.1 1.39 0. cimhof 9/1/1988
‘iM.W.Held 111 135.1 1.39 249  jgc 9/1/1988

Date

BornOn
6/7/2013
6/6/2013
7/3/2013
7/3/2013
1/3/2005

6/14/2013
8/5/2013
1/3/2007

8/30/2013

8/30/2013

7/10/2013
1/4/2010
1/4/2010

12/31/2002
12/31/2002
4/2/2004
5/1/2013
12/31/1999
7/2/2010

6/17/2013

6/28/2013

6/28/2013

6/21/2013

5/31/2013

6/21/2013

7/12/2013

6/21/2013
7/5/2013
8/2/2013

9/10/2013

9/10/2013
7/2/2004
7/2/2004
7/2/2004

5/13/2013
1/4/2010
1/4/2010
1/4/2010
7/2/2004
7/2/2004

7/18/2012
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Customize Strategy Name:
Minimum Hold Time:

Import/Export Strategy-ID:

Notes on Strategy:

| Advanced Options Help- PDF )

Charting Options:

StormGuard Options:

White Reference Index:

Strategy Tuning Options:

More Algorithm Options:

ETF X-4e /d

Traae Automatic v

I635304097854663750-3669-1-75965

--- Advanced Options ---
Flex Chart Less Painted
Start/Yrs 3 O Spaghetti O Path

() sG-std. ) Disable @ S.G-AQR

@ Automatic ) S&P-500 ) AGG-Bond ) Average

n Use Forward-Walk

Progressive Tuning BornOn Date 03/ 15/ 2001

— Stronger Bias Toward Decision
ikl

Cilemrine~ Clhmner TeamAd- Chif N

0 v

G. Patterson
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"My Super Safe - Moms" strategy
SG SG-AQR FWPT

N

N
N
N
Y

GP3 Portfolio--Strategy FWPT Advanced Option "Tuning" Records

Y

2 < [=l=<

< <Bl<|z

ST

< 2 <2

2 <_2 2

2 ZE2 2

BORN-ON STD. 25yrs/Max 10 years 3 years Score Safety Sharpe Max Dwdn Comments

6/6/2013 SP500 32.9 30.7

1/2/2004 " 34 29.9
x z 33.7 31.2
. v 29.4 24.1
" " 30.7 24.5

33 123
31 120
31 122
212  96.3
34.9 105

G. Patterson

186
155
172
49.4
3.5

1.57
1.48
1.48
1.29
1.28

17
17
17
23
34

Std. version, no FWPT options--Born Date is 6/6/13
Added FWPT, ST. -- Born Date is 1/2/2004

Above line, but with LT instead of ST--BEST FWPT RESULTS
Above line, but with SF added (Poor results)

Above line, but with SG, ST, and no SF (Poor results)

13



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

14



SS-Port., Trade: Quarterly, SG-Std.

P: GP ETF Portfolio-Rev 1

RISK PROFILES
TYPE

Prob. Of Loss
|Sharpe Ratio

FStrategy S&P 500
0.03% 30.53%
i6 0.28
|Sortino Ratio

10-Yrs Drawdown

%

|Max Drawdown 10-Yrs; Dip from prior peak anywhere between trades.

$ 10-Yrs; Dip from prior peak only at realized trades.

|Real Drawdown

Max D.D. Date 13-Jun-06" ar-09 Date of MaxDrawdown from prior high.
Real D.D. Date 1-Jul-10 1-Apr-09 Date of MaxDrawdown with realized trades.
All-Yrs Drawdown

Max Drawdown 32.0% 55.3%

Real Drawdown 21.1% 45.7%

|Max D.D. Date 13-Jun-06  9-Mar-0S

|Real D.D. Date 1-Oct-98 1-Apr-09

ANNUALIZED RETUR

| DATES S&P 500
All Years ' i 79
15 Years
10 Years
5 Years
3 Years
1 Year
Y.T1.D. -

2013 89.6 323
2012 543 16.0
2011 226 21
2010 57.6 149
2009 773 26.5

G. Patterson

Year-Over-Year proportional probability of a 15% loss.

Work in
progress—

All ETF Portfolio

Consists of up to
10 ETF and
2X leveraged ETF

strategies
(No 3X leveraged ETFs)

15



