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e facts, rather than opiniftsticular attention is givéretavoidance of
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A The coverage is comprehensive as risk can origin anywhere. The annual output
Is extensive; yet easy and efficiently comprehendible, as the presentation is
graphigich and jargdree 911
& ¢ eSence of investment A IR&Muses proprietary economic models to assess cyclicatyartidahtra
management is the management trends for risk assessment. Thowap analysis is accompanied by diligent
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A IR&M uses orthodox as well asdession, intuitive approaches to assess

SN L valuations and the associated risks thereof. 1416

AAstute big picture thinking, timely
financial risk analysis, and meticulous momentum monitoring are geared
towards adding perspectivenamieved decisimaking. 1720
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éIR&M Risk Management Research
Independent research firm

Firm . [R&M

A Ineichen Research and Management
("IR&M") is a research firm focusing o
investment themes related to absolute
returns and risk management

A IR&Mvas founded in 2009 amahis
independent company, fully owned by
Alexanddneichen.

A IR&M ibasechear ZugSwitzerland, a
healthy distance to the main epicentre @ e e
mainstream financial thinking. e sl 208

not the management of
returns.

A wwwineichemm.com

A info@ineichem.com

www.ineichem.com
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Down -to -earth mission statement

Mission IR&M logo explained
~ . . When all (s sa.id.
N Waeek to improve the investment and done, this is
. . . Here is where we what we aim for.
decisions of investors who talk to us relat hope to start adding e 5 whegrie
ue u
to those who donb Mool Cesearch Our bookshelves

/ are full of it. We
Information and can look up
data is cheap and nearly anything.
at everyone’s We sno’vtv !:vhat
gngertlps all the Understandmg\ we don’t know
ime /

Knowledge

/ T
Data \

A Logo symbolises the knowdpygigenid

A Adding perspective to gain a better
understanding of what is going on and,
ideally, seeking applicable wisdom is the
main goal of the research effort
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Simple investment philosophy

We believe:

A Theabsolute return investment philosophy makes sense while the relative return investment philosophy does

A Activeisk management is the key to "absolute returnstéim. parsitive compounding of capital) and therefore th
key discipline in investment management.

A Largdosses kill the rate at which capital compounds and are not good for one's financial and mental health. ,
are loss averse, not risk averse.

A Activaisk management is a craft, neither a science nor an art. The first principle of risk management is "lear!
l.e. experience matters.

A Mosbf the risk management literature is about risk measurement, rather than risk management. Risk manag
about responsibility, not models.

A Mosbf the risk management literature is focused on risk and volatility, rather than uncertainty. Investors nee
compensated for bearing uncertainty.

A Activaisk management and continuous investment success is difficult. We are sceptical of all the academic 1
suggesting otherwise.

A Marketsnight or might not be forecastable; active risk management is doable and worthwhile in any case.

A Manyaxioms in economics and finance (rational expectations, efficient and complete markets, etc.) are wron
expensive to investors and the system alike.

A Knowledgeinderstanding, insight, perspective, and, ideally, applied wisdom improves the quality of investme
more granular data does not.

A Wherit comes to understanding, most of the detail simply does not matter. Common sense trumps minutea.

A Yes the devil is in the detail. But if you get the big picture wrong, you need not worry about detail.

A Leonardda Vinci hit the proverbial nail on its head: "Simplicity is the ultimate sophistication."
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Conscientious and thoughtful founder

Alexander Ineichen CFA CAIA FRM

Praise for Absolute Returns

1988  Start financial career in derivatives brokerage and origination of risk =
; ) A T hwerld of
management products at Swiss Bank Corporation

investing floats on a
1991  Various research functions within UBS Investment Bank in Zurich and SRy - ReI A\ o] 16 [
2005 relating to equity derivatives, indices, capital flows and alternative inve most of which are’
from 2002 in the role of a Managing Director ; .
obvious, simple-

Author of two publications #Aln minded, and clichés, [*4& el nesie M < ¢
(October 2000) and fAThe Search

and all of those are
Add Value?" (September 2001). These two documents were the most

dangerous to

printed research publications in the documented history of UBS. He is _ _ _
aut hor of "Absolute Returns ' Th e [RUECHHEEIEEIMINESCAORUENE | - .

|l nvesting" (Wiley Finance, Oct book bears no relation to all that

of Active Asset Management o ( Wi stuff. Ineichen's message is r 2
2005  Senior Investment Officer with Alternative Investment Solutions at UB JEe[¢[liEIR powerful, _
2009 Asset Management, then the largest fund of hedge funds comprehensive, and essential to

2009 Foundation of IR&M in October 2009 robust financial health. The
literary clarity he blends with his
Alexander holds a Bachelor of Science in Business Administration wit!ililatYa[eE-IRW e [e]sa WESK=Tal=o (o [1ife]g Pl
General Management from the Universities of Applied Sciences in Bu il o B IE=I- ST B o [ B0
Administration in Zurich (HWZ), Switzerland. He is on the Board of Dirjsr i =Y vyl [ = V=Y e ety (=10
the CAIA Association and is a member of the AIMA Research Commit
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Straightforward outline

Research outline

Al R&MOsS ri sk manageme .
. . | . d N . The essence of investment management
to mprove ts _ S _e _et'$90 N is the management of risks, not the
making. The basic premise is the idea that @ management of returns.

longterm success is dependent on survival | —Benjamin Graham
and avoidance of large losses, i.e., the
management of risk, not returns

A Based on facts, not forec&sisclusions are One of the greatest pieces of economic
drawn from changing conditions, rather tharfj W/sdom is to know what you do not
opinions. As General John Sedgwick put it: know.

P ' 9 P : —John Kenneth Galbraith

"They couldn't hit an elephant at this disti

A Focus on uncertainty, not just risk. Uncertai
is multfaceted and includes policy errors SRR 08 S T T eI
lated t : : t uncertainty but about the unknown,
rela e_ 0 Somonomlc or mone ary the inescapable darkness of the future.
experiments, corruption, expropriation, —Peter Bernstein
negative compounding of capital, war, etc.
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Rigorously fact  -based

o IR&M
Facts R

Philly business outlook: negative
A The research is thesed, rather than fore: = zome i worse than aepesian 2

or opinicbased. A trend or a change ther =
viewed as a measurable fact.

A We subscribe to the cemduryd a d a ¢
trend is your frie
that trends are, to some extent, the opp
randomness and, furthermore, often go

A IR&M

Philadelphia Fed Business Outlook

Germany: remains in boom territory
From a practical perspective, February fighve

| on 9 er t han t he N o ““it““ﬁed' Both figures were a bit better than gxpe a s
suggest. The practical relevance for the

Sal

investor is to know whether he is positios& = A
with or against the tide.

A For example, through most of 2013 this

~ 102011
10-2012

90 02-2014

(latest)

Expectations (IFQ)

approach was favourable for equities and 0

M M 75 12-2008
Europe ano_l suggested caution in bonds, go  Ea— —
and Emerglng Markets. . ” . iirrentﬁusilzgssConditi::sstlFD) " " “

Source: IR&M risk management flash update 24 February 2014
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Politically incorrect truth -seeking

. Risk Management Research - Q1 2014
Truth -seeking : :
S&P 500 in eggs: no new high
. . . = —— — _
A We believe political correctness is the o  [54# 20 i pia from one al-time high to he nest in somival USD tars
your author, are sent to) buy eggs. In egg-terms, the S&P 500 is still below its

of trutkseeking. As an independent boutit e igs

1800 /

we can and do strive for the latter. We a ==

i i Trivia: Complexity of Ob
withScottish author George MacDonald (e ey & “Namacare

1905)ithet wo pi | Il ars ol o= P TS @»— t ne

are: -.-.; 0 [2'9%8? e Sl
a) wilfulgnorance .
b) a steadfast refusal to face the wuth

Trivia

The difference between Switzerland and Europe.

A With respect to humour, we tend to agre

Swiss Solvency Test

Winston Churchilli t i s my b'* AN

deal with the most serious things in the wt LI

unl ess you underst g N B g .
A The occasional cynical remark we aittusess \ \ Mot tht e e

American author Lilkeiimanl®0%1984): ettt pepmanpens e sl e

iCynicism is an unpl s -

truth. o

‘Saurce: IREM. Nobes: Swiss Solvency Tes (SST) is the Basel I ook-alike re-regulalion of Swiss nsurers. Salvency Il s the European equnvaient 1o ST

Source: various IR&M risk management updates in Q1 2014
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Comprehensive coverage

Coverage

A The risk management research update, the
main publication, is publishe 2ifnes per
year, roughly every two weeks.

A The aim is the cover feverything.o Chao
suggests that a butterflyds wing flap i
amazon can ANAcauseo a tornado in Texas.
not Aforecasto the butterflyds wing fl a

to spot the turbulence caused very early. Our
research, therefore, istbased, not opirion
based.

A Turbulence can emanate anywhere. We
therefore cover all asset classes, and, ideally,
all regions. However, a stronger focus is given
to the US, Europe/Eurozone, the UK, Germany,
France, Italy, Switzerland, Japan, China,
Australia and the Emerging Markets complex.

Source: IR&M risk management update 28 February 2014
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