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= Thank you for coming. Thanks to Dori,
Michelle, Susan and everyone else who helped
organize this lunch.

= Please ask questions if something is unclear
and/or at the end of the presentation.



I. Introduction

= Student Managed Fund started this year with
$1M from USF.

= Students works as a real fund shop to manage
the money.

= Hope to have alumni donate to the fund and
fund proceeds will be used for scholarships,
, and for
purchasing data and other things to make the
business school better.



II. Structure

» Chief Investment Officer
= Performance Analyst

= Editor of Newsletter

= Editor of Website

= Chief Operating Officer

» Economists

=Quant Data Analysts



III. Managing the Money

= Quantitative focus combined with individual
fundamental analysis

= Fund primarily US equities
= Some tactical bets (e.qg. oil)
= 75% equities, 25% cash

» The Future: Other countries



III. Managing the Money QUANTITATIVE]
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= Based on backtesting, theory and academic research, models
build on factors that make for good stocks.

= A variety of factors, but a good quality value tilt.

= A great introduction to this sort of stuff:
Quantitative Equity Portfolio Management by Chincarini and Kim.



III. Managing the Money

An Example

Enterprise Value = stock market equity + debt of company -
cash

What does this measure? How much you would have to pay to
buy a company outright.

EBITDA = earnings before interest, taxes, and depreciation (an
estimate of cash flow)

Look at companies EV / EBITDA. Companies with low values
might be “cheap”.



III. Managing the Money

An Second Example
P/B - the price of a company divided by its book value.
A way to find “value”

Sort companies by high and low P/B. Does it predict anything?



III. Managing the Money

= An Second Example

Value Portfolios
P1 P2 P3 P3-P1 Factor
US. stocks Mean . 0% 10, 6% 3.2 % 3. | 3. 9%

01/1972 to  (tf-stat) (.31 (4.33) (2.19] L 1.83) L 1.66)
0772011 Stdev 1.9% 15.4% 2.9% 2.8% 14.8%

Sharpe 0.54 0.6Y .84 .28 0.26
Alpha — 1.V% 0. 8% 3.6% 2. 3% 0. 8%
(£-atat) (— 1.59) (1.02) (3. 17 (2.489)




III. Managing the Money

= AMBA - a Bay Area Company we didn’t know about

Ambarella, Inc. develops semiconductor processing solutions for video that enable
high-definition (HD) video capture, sharing, and display worldwide. The companys
system-on-a-chip designs integrated HD video processing, image processing, audio
processing, and system functions onto a single chip for delivering video and image
quality, differentiated functionality, and low power consumption. Its solutions enable
the creation of video content for wearable sports cameras, automotive aftermarket
cameras, Internet Protocol (IP) security cameras, and camcorders in the camera
market; and manage IP video traffic, broadcast encoding, transcoding, and IP video
delivery applications in the infrastructure market. The company sells its solutions to
original design manufacturers and original equipment manufacturers through its direct
sales force and logistics providers. Ambarella, Inc. was founded in 2004 and is
headquartered in Santa Clara, California.
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III. Managing the Money

= A Very Successful Catch

46% return [We e J\ 60.00
in 2 months —

55.00

[We bou g ht it J ) - / -

40.00

Qct 27, 2014 Nov 17, 2014 Dec 8, 2014 Dec 26, 2014 Jan 1%



III. Managing the Money

= We have winners, but we also have losers.

= We want to on average how more winners than losers.
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III. Managing the Money

= Individual Presentations

= Students research stocks in our preferred list or otherwise and
make a presentation.

= If 2/3 vote for a buy or sell, we take the action.

. It takes the most time and students are
learning.
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III. Managing the Money

Individual Presentations

On November 12, 2014, two groups of students presented on
GDOT. They made their case and students voted. One said to
BUY, one said to HOLD.

Class voted to NOT BUY. Since then has lost 15% (to
01/15/15) [Ref: S&P 500 -1.8%] Good Decision

On same day, student wanted us to “keep” ANDE, but quant
model wanted out. Students voted and SOLD. Since then, lost
15% (same period). Good Decision
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III. Managing the Money

Individual Presentations (Tactical Bet)

On 11/25/2014, one student recommended buying OIL.

Class voted to do it, even though we had strong words from
Saudi’s to wait until after OPEC meeting and to NOT BUY due to
Iranian nuclear issue.

How do you buy OIL?
- ETFs, Regression, Size

Only smart thing we did was to buy 2 of a normal position. It
is down 38% since we bought (USO).
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III. Managing the Money

= Individual Presentations (Tactical Bet)

= In case you wondered, OIL might be a good buy in the very
near future. What might a Saudi say?

= QOil is going just as I told you last time. It’s going to reach a
bottom of $40, maybe $35 if overselling goes wild.
Geopolitically, the lower oil prices are doing exactly as planned
by Saudi Arabia and the US. From a market perspective, US oil
companies are getting destroyed at these prices. I see May or
June is when Oil begins its recovery to its norm. One of the big
players in the Oil market will have to cut oil production.
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IV. Challenges and the Future

Margin account and clever trading.
Semester course, rather than 1 year
More resources to enable students to do more easier

More time for students to learn and contribute (testing models,
building models, studying companies, etc)

Global markets (equities, macro, and tactical)

17



V. The World for 2015

= T would consider buying OIL soon, however, the wait for profits
may be long.

= I might unwind the Euro-Dollar position (suggested on Jan 4,
2014)

= T would look for “cheap” companies in what could be
overvalued environment...maybe long-short or hedged.

18



V. The World for 2015
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V. The World for 2015

Scrapping the Cap

Capping the franc against the euro helped sustain Switzerland’s export-driven economy, but it required
foreign-exchange purchases that swelled the central bank’s balance sheet.

Francs per euro, weekly

Cap removed
Thursday 0.98 ¥

Former

120 capl20V

SCALE INVERTED

160 -+
2009

Change in GDP Reserve assets
$600 billion

| ™

B Switzerland
B Eurozone

2 s 4

Sources: WSJ Market Data Group (currencies); IMF (GDP); Swiss National Bank (reserves) The Wall Street Journal




V. The World for 2015

Dimmer View

The eurozone’s financial troubles, Russia’s recession and other
emerging-market slowdowns are weighing on global growth, despite
a stronger U.S. economy.

World Bank economic forecasts for 2015 CHANGE

June '14 forecast 7.5% 0.4

China January 15 forecast  7.1% pct. point

India &2 0.1

us.

World

South Africa

Japan

Eurozone

Brazil

Russia

Source: World Bank Group The Wall Street Journal
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V. The World for 2015 (Equities)

<HELP>» for explamation, <MENU:> for similar functions.

m

BEECE L ™ Movers mVolatility M Ratios mFutures = AVAT vs [EIE
dlle £ g

11) DOW JONES by | 17379.53 +38.82 +0.34%| +37.76% 11:45 -2.49% -2.495%
12) S&P 500 L 2000.67 d +8.00 +0.40%| +28.95% 11:30 -2.83% -2.83%
13) NASDAQ P 4596.36 +25.53 +0.56% +6.01% 11:45 -2.95% -2.95%
14) TSX f” | 1418470 d  +142.88 +1.02%  +32.51% 11:25 -3.06% -5.97%
15) MEX IPC MM+ | 41041.35d  +42.58 +0.10% -1.52% 11:25 -4.88% -3.92%
16) IBOVESPA ™ | 48950.69 +924.38 +1.92%  +18.32% 11:45 -2.11% -1.245%
WP’FFPPFF
21) Euro Stoxx w7 3206.45d  +49.09 +1.55% +8.67% 11:30 +1.91% -3.02%
22) FTSE 100 v 6551.94d +53.16 +0.82% +7.17% 11:29 -0.22% -3.10%
23] CAC 40 w7 4383.08d  +59.88 +1.29% +24.11% 11:30 ¢ +2.58% -2.38%
4] DAX w| 10197.03d  +164.42 +1.64%| +27.14% 11:30 ¢ +3.99% -1.04%
23] IBEX 35 WY 1004560 d +63.10 +0.63% -7.95% 11:30 c -2.28% -7.00%
26) FTSE MIB w7 1922267 d  +378.15 +2.01% +7.71% 11:24 g +1.11% -3.78%
1) AEX w7 43326 d +7.94 +1.87%| +53.02% 11:30 g +2.07% -2.86%
28) OMX STKH30 w1 1468.90 +11.54 +0.79%|  +25.76% 11:34 ¢ +0.30% -3.89%
29) SWISS MKT N | 789947 d  -501.14 -5.97% +143.13% 11:19q -12.07% +2.26%
31) NIKKEI o~ 1686416 d  -244.54 -1.43%| +24.37% -3.36% -1.58%
32) HANG SENG o 2410352d  -247.39 -1.02%|  -12.42% +2.115% +2.13%
13) ASX 200 bl 0299.24 -32.13 -0.60%| +17.72% 01/16 -2.07% -1.745%
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V. The World for 2015 (US Bonds)

<HELP> for explanation.
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4 B 07/16/15 065 /.060 | 066/ .061-.005 I A O T O L
5 WIB 07/23/15 080 /.075 | .079/ .074 -- S s
6) B 01/07/16 155 /.150 | 157/ .152/+.005 | [Security " Time! Last] Cha

22) USH5 d11:34| 149-24 | -0-11
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14) WITII 0 % 25 .00 /.00 250/ .245/+.055 ||31) I¥YHS d11:34 85.22 | -0.65

159) TII0 % 07/24 | 99-09 /11% 202/ .192)- 17+ || ) ECHS d11:34| 1.1527 ] -0.0095

16) TII1 % 02/44 |119-26 /01 628/ .621/-1-11%
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Yields declining
and 2-year negative yields?

V. The World for 2015 ( )

<HELP>» for explanation.

B - orld Bond Markets
Trading Mode | Data Range 3 Months
T Bid | losk " wield[¥id chg ! wield | Low! Range | High! 3McChg

11 Brmercas * Avg @ Now
0 United States = T2 11724 & 104-03% / 104-03% 1791 +7. 1715 2,386 -36.5
1) Canada COMZ % 06524 @ 108.645 7 105,684 1502 +4.3 1.458 2080 -42.1
1 Brazil (S0 - |BRazIL4 Y 25 & 100675/ 101,145 4109 +1E[T 3,929 ———— 4755 +145
B) Colombia (USD) = |COLOM 4 02424 @] 101170 f 101,585 3787 +1.5|— 34TH ———— 4092 4279
Wl Mexico (USD) = (MEX4 t0/02/23 @ 104200 f 104.700 ATL 432 3160 ——— 3776 +17.8
7] EMEX,
M United Kingdom  _ UKT2 % 09/24 & 110,520 / 110,640 1535 +2.7 1,508 ———— 2,272 -55.8
) France = |[FRTR 13 24 ® 1106107 110,630 D63 -RT| e 633 ———— 1,309 -62.7
o) Germany — |DBRO % 02725 @ 1004357 100,455 0454 -1a[ bt 422 —— 400 -36.4
B) Italy = |[BTPS 2% 24 & 107755/ 107.810 Leds <56 e, 1645 ————— 2592 -93.1
M) Spain = |sPeE 2% 24 ® 111,290 7 111370 1491 -B6T e, 1.484 ——— 2,255  -T17
&) Portugal = |PGES.65 02724 @ 125.085f 125235 2500 -10.0| e 2389 ———— 3444 -045
*) Sweden = |soBzy nsszs @ 1172247 117365 0,744 28] e J4d ———— 1266 -41.8
J) Metherlands _ METHERZ 07724 @ 1142257 114,255 D460 AT N Ab ————— 1080 -52.8
#) Switzerland = |swIss 1% 25 @ 1161507 117.030 S0 -153(T N - 110 —— 466 -50.9
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il b=iafPacific
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The oil story

V. The World for 2015 (Commodities)

<HELP» for explanation, <MENU> for similar functions.

05l S=ars [e

nergy
10] NYMEX WTI Crude
11) ICE Brent Crude
12) NYMEX Gasoline
13] NYMEX Heat 0il
14) ICE Gasoil

15) NYMEX Nat Gas

20) Spot Gold

21) Spot Silver

2] Spot Platinum
2] Spot Palladium

25 LME 3mth Copper

10) CBOT Corn

1) CBOT Wheat

17) CBOT Soybeans
1) ICE Coffee

J4) ICE Sugar

35) ICE Cotton

24 LME 3mth Aluminium d
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Rally of US housing...mortgage
rates even lower

V. The World for 2015 ( )
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V. The World for 2015 ( ),

A couple of companies that we find attractive.

AHC (publishing and websites in Texas/California)

A value play, good ROA, ROE, recent sagging profit growth, but
and no debt.

Price: $9.92
Competitors:

WINA (develops, franchises, and operates retail stores that
buy, sell, trade, used and new merchandise - e.g. Once Upon a
Child)

Relative to growth a value play, otherwise a bit expensive,
good ROA, ROE, and no debt.

Price: $79.78
Competitors: Ross, Gap, L Brands
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V. The World for 2015 (Stoclk Picks)

= A couple of companies that we find attractive.
AHC US 5 79.95
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V. The World for 2015 (Stoclk Picks)

= A couple of companies that we find attractive.

Backpage
L glatnse vallation

% Rev. by Industry - FY2013 Regicn ' Currency m'

1 Whole Firm s [Metric | WINA  Lowl Comp Range | High
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V. The World for 2015 ( ),

An example company we DO NOT find attractive

RDEN (
)

Value is ok, but not versus growth, recent poor performance,
poor profits, higher debt.

Price: $17.77
Competitors: Proctor Gamble, Unilever, L'Oreal
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Thank you

= Dr. Ludwig Chincarini
= University of San Francisco
= IndexIQ

www.ludwigbc.com
chincarinil@hotmail.com

Please buy the

book

for yourself or
as a gift.

“An excellent read.” —Jimmy CAYNE

The

CRISIS
of
ROWDING

Quant Copycats,
Ugly Models,
and the New

Crash Normal
LUDWIG B.

CHINCARINI

ereward by BOB LITTERMAN

A unique blend of storytelling
and sound quantitative
analysis, The Crisis of
Crowding explores the circle
of greed from homeowners
to real estate agents to
politicians to Wall Street.

Linking the 2008 financial

crisis back to the 1998 crisis of
LTCM, The Crisis of Crowding
shows how banks, hedge funds,
and other market participants
repeated the sins of the past
and how the collapse of
Lehman Brothers led to market
insanity thanks to the irrational
behaviors of buyers and sellers
in the crowded space.

LEARN MORE®»



http://www.ludwigbc.com/
mailto:chincarinil@hotmail.com
http://www.ludwigbc.com/

Discussion / Questions

Do you do any hedging of the market?
Do you use option strategies?

Do you do fixed income?

Can alumni donate to the fund tax-free?

Many other interesting comments and questions during the
talk.
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