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What is it?

The Validus Dynamic EURUSD Trend Strategy (“the Strategy”) is
an absolute value, active, rules-based investment strategy that
provides an exposure to the EURUSD currency pair with the goal
of generating uncorrelated superior risk-adjusted performance
in the long-term.

The Validus Dynamic EURUSD Trend Strategy aims to
offer diversification in a multi-asset portfolio as a source of
performance.

Key features include:

Stable historical performance across different time horizons and
various market regimes.

Low correlation to other asset classes.

The ability to generate performance in periods of market turmoil.

As we come out of an extended period of low interest rates with increased
and persistent uncertainties ahead, the Strategy can even be particularly
beneficial in the portfolio construction and diversification.

The Strategy, like all trend strategies, must be viewed as a long-term
holding in an investment portfolio. Moreover, it is particularly well-suited to
macro environments similar to today, where Central Banks in the Eurozone
(ECB) and US (Federal Reserve) are conducting active monetary policy. The
changing differentials in short-term interest rates can be a catalyst for
shifts in market expectations, resulting in additional performance.
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How does it work?

The strategy aims to capture and monetize potential trending price behaviors — a
well-studied source of alpha. The Strategy does this by establishing both short or
long positions in the EURUSD cross, varying between -100% to 100% of the notional
investment, based on price behavior and market volatility.

The strategy is designed to allow investors to generate alpha in a wide range of
market regimes and in particular in stressed markets. To achieve this, it:

* Isentirely rule-based and relies on an ensemble of both trend and strength
indicators and criteria.

« Calculates the required level of exposure on a daily basis and if the change in
exposure exceeds a threshold of +/-1% of total notional, a rebalancing is then

initiated.

* Ensuresthat the rebalancing of the notional exposure is limited to between
-5% and 5% of the total notional to improve scalability and operational
effectiveness. While the trend indicators identify the potential trend, strength
criteria act as a threshold to modify an exposure. Strength indicators are a
function of prevailing recent market volatility as well as the identified trend.

The methodology consists of 3 pillars

(Op R

Identify a
potential trend

A potential trend is
identified using various
cross indicators and
parameter ranges.

The Strategy isin facta

combination of 6 trend sub-
strategies, based on various
combination of parameters.

Initiate a position
when a trigger is
activated

Once a trend potential is
identified, a new position or
arebalancingisinitiated ifa
trigger criterion is met.

The trigger threshold is a
function of the trend signal

and recent market volatility.

Determine size of
the exposure and
rebalance when
needed

Size of exposure is a function of
strength and can vary

between
-100% to +100% of notional.

Change in exposure capped at
-/+5% a day. Minimum change
to initiate rebalance is 1%.
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How has the Strategy performed?
The historical performance profile of the Validus Dynamic EURUSD Trend Strategy
isshown in figure 1 below, illustrating the improved annualized return, annualized

volatility and drawdown characteristics, when compared to either a passive long or
short EURUSD 6-months forward exposure.

Figure 1. Validus Dynamic EURUSD Trend Strategy (2006 - 2023)
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Source: Bloomberg & Validus Macro Strategies. From Jan 3rd, 2006 to Sept 15th, 2023.

Owverall Statistics Annualized Returns Annualized Volatility Information Ratio Max Drawdown
Long 6 Months EURUSD -226% NB9% 0190 -56.66%
Short 6 Months EURUSD 1.65% 1265% 0130 -36.71%
EURUSD Overlay 2448% 566% 0431 -9.86%

Source: Bloomberg & Validus Macro Strategies. From Jan 3rd, 2006 to Sep 15th, 2023.
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Why invest in the
Validus Dynamic EURUSD
Trend Strategy?

I. Arobust strategy through varying market regimes

The attractive risk-adjusted characteristics of the strategy stand out particularly
during periods of market stress and crisis, such as the Global Financial Crisis of
2008 or the 2020 pandemic.

This is not surprising, as there is evidence confirming positive performance of CTAs
(Commodity Trading Advisors) during periods of market stress.

As shown in figure 2, since 2006 the average 6-month return of the Strategy is
positive across different regimes of market volatility (as measured by the Deutsche
Bank FX Volatility Indicator) and shows strong performance during periods of
market turmoil.

Figure 2. Dynamic EURUSD Average 6M Return vs. the Deutsche Bank Volatility Indicator (2006 - 2023)
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Source: Bloomberg & Validus Macro Strategies. From Jan 3rd, 2006, to Sep 15th, 2023
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Il. Strong diversifier: low correlation to other assets

Not only does the Strategy exhibit desirable characteristics during periods of
markets turmoil but it also has generally low correlation to other assets, making it a
very salient and purposeful addition to any portfolio.

Table 1shows the maximum, minimum and average rolling 6-month correlation of
daily returns, versus selected assets. Over the long-term, the strategy exhibits near
zero correlation to main asset classes, confirming a strong diversification benefit in
a portfolio context.

Table 1. Dynamic EURUSD correlation (daily return) vs. main indices (2006 - 2023)

BBG Glbl Agg Ttl

Correlation (6M rolling) S&P500 MSCI World Return BBG Commuodity Gold
Average -0.21% 2.95% B.88% 7.95% 9.04%
Max 60.45% 69.55% &7.14% 66.06% 69.09%
Min -T4TT% -75.47% -67.07% -53.10% -B2.67%

Source: Bloomberg & Validus Macro Strategies. From Jan 3rd, 2006, to Sep 15th, 2023

lll. Trend strategies have been historically a
consistent source of alpha

Momentum and trend following Figure 3. Aggregate perforn:\ance of the trend on
stra tegies are as old as financial :al‘lt'is:c;t(;);sz. T-stat=10.5, de-biased t-stat=9.8, Sharpe
markets. An extensive body of '

academic and practitioners work
exists on these strategies. There
seems to be an inherent herd-type
behavior in humans which is the
underlying driver of momentum
type strategies.

The relevancy and consistency of
trend strategies over the last two
centuries has been particularly
well highlighted in figure 3.
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Source: Two centuries of trend following, Y.
Lampériere, C. Deremble, P. Seager, M. Potters,
J. P. Bouchaud, April 15th, 2014
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While trend following strategies can exhibit some periods of stagnation (near flat
performance) such as 1940s or a period from 2011 to 2018, they remain very salient
as a long-term source of performance.

Similarly, the performance of the Validus Dynamic EURUSD Trend Strategy has also
been very consistent over various time horizons (table 2), making a viable long-
term addition to any portfolio.

Table 2. A constant strategy across time horizons

Annualized Period Returns

Annualized Returns YTD L1 3M aM 17 Ey g 5 0% Inception
Long & Monthe EURLED - AETH -3 HEEH i A% -2 353% L= -F0SE% g ] —4 5243 -2 2R
Lhart & Months ELRLSD L516% 2045% 2 601% 005 % -2 F55% 458 3550% 4 108% L5 P6
EURLED Dverlay -1L318% -0 180% -0 528% 05 0531 1.315% 1354 2090% ZaaIB%

The Validus Dynamic EURUSD Trend
Strategy has many key risk/return
characteristics, in particular:

Stable historical performance across different time horizons and
various market regimes.

Low correlation to other asset classes.

The ability to generate performance in periods of market turmoil.

As we come out of an extended period of low interest rates, with the
emergence of inflation and monetary policy activity by Central Banks, and
considering increased uncertainties ahead, this long-term hold strategy can
be particularly relevant and beneficial in the construction of a portfolio.
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Appendix

Total Returns

Long & Months EURUSD
Short & Months EURUSD
EURUS D Owerlay

Long & Maonths EURUSD
Short & Months EURUSD
EURUS D Owerlay

*Source: Bloomberg & Validus Macro Strategies. From Jan 3rd, 2006 to Sept 15th, 2023
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Disclaimer;

Copyright © 2023 Validus Macro Strategies (“Validus”). All rights reserved. This document does not constitute an offer of
services in jurisdictions where Validus does not have the necessary licenses. Except for certain custom strategy calculation
services, all information provided by Validus is impersonal and not tailored to the needs of any person, entity or group of
persons. Validus receives compensation in connection with licensing its indices and strategies to third parties. Past
performance of a strategy is not an indication or guarantee of future results.

It is not possible to invest directly in a strategy. Exposure to an asset class represented by a strategy may be available
through investable instruments based on that strategy. Validus affiliate, Validus NA Inc. (“Validus NA"), is a Canadian
registered investment adviser that manages investment funds, including funds based on Validus indices and strategies.
Validus does not sponsor, endorse, sell, promote or manage any investment fund or other investment vehicle that is offered
by third parties and that seeks to provide an investment return based on the performance of any strategy. There is no
assurance

by Validus (including Validus NA) that any investment product based on any Validus strategy will accurately track strategy
performance or provide positive investment returns. A decision to invest in any investment fund or other investment vehicle
should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised to
make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in
such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of
the investment fund or other investment product or vehicle. Validus (including Validus NA) is not a tax advisor. A tax advisor
should be consulted to evaluate the impact of any tax-exempt securities on portfolios and the tax consequences of making
any particular investment decision.

Inclusion of a security within a strategy is not a recommendation by Validus to buy, sell, or hold such security, nor is it
considered to be investment advice. Validus calculates values of proprietary strategies using information described in
published strategy methodologies, and the information may include market data from exchanges and/or estimated values

where information is not representative or is unavailable. -
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