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"Pro-active, Disciplined, Proven,
Transparent and Liquid."

» Registered Investment Advisory firm — San Francisco
» Offer disciplined and proven tactical strategies

» Delta Tactical strategies provide strong downside protection
In bearish markets and participation in up markets by
making up to 100% allocation changes based on non-
emotional, systematic model driven investment
methodologies Q vEira
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HARNESS THE POWER OF WINNING STREAKS

AND AVOID LOSING STREAKS

AAII
Special: $20

Books Avallable
Today While ) =

A DISCIPLINED APPROACH TO

Supply Lasts L4 27 e Bh

THE STOCK MARKET BY MANAGING YOUR RISK

NICHOLAS ATKESON
AND ANDREW HOUGHTON

FOUNDING PARTNERS OF DELTA INVESTMENT MANAGEMENT, LLC
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" My solution, Delta Delm‘Taciml
strategies win by not losing and protect my

capital by staying out of major down markets.
In a bullish market, Tactical invests in strong

stocks and E TFs to capture upside.
O ELTA deltaim. com
T INVESTMENT WWWw.aelitalm.co

MANAGEMENT

DELTA WEALTH ACCELERATOR

WEEKLY NEWSLETTER
www.deltawealthaccelerator.com

Q DELTA
INVESTMENT

MANAGEMENT



The Bond and Interest Rate
Investment Challenge

MANAGEMENT



Nominal and Real 10-year Treasury Yields

The 30 Year Bond Bull Market...

20% -
Yields Decline 90% Sep. 30, 1981
1981 - 2012 15.84%
Average 12/31/13
15% - 30-yr. Bond Bull Nominal Yields 6.36%  3.04%
Market . Real Yields 2.53% 1.32%
04
L Nominal 10-year
Treasury Yield
Dec. 31, 2013: 3.04%
5% - p
I a4 l
b“"\ \
‘ »
Real 10-year r ’
Treasury Yield
0% .y Wy
Rising Rate Corp.Bonds S&P 500 Falling Rate Corp.Bonds S&P 500 Dec. 31, 2013: 1.32%
1958-1981 3.0% 8.6% 1982-2012 10.1% 11.0%
Ann. Inflation 5.0% 5.0% Ann. Inflation 3.1% 3.1%
Ann. Real Return -2.0% 3.5% Ann.Real Return 6.8% 7.7%
'5% T T T T T T T T T T T
'60 '65 70 75 ‘80 ‘85 ‘90 '95 ‘00 ‘05 '10

Source: Federal Reserve, BLS, J.P. Morgan Asset Management.
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Warren Buffett — May 6, 2013, USA Today

» Doesn’t like owning bonds right now, and he doesn’t think
average investors should either.

> “Bonds are a terrible investment at the moment” and “owners
of long-term bonds may see big losses.”
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Interest Rates
Bernanke Speech — March 1, 2013

Chart 4. Alternative 10-Year Treasury Yield Forecasts

Annual average Percent
— — 6
—=*— December BCFF consensus

——=— Congressional Budget Office

—x— Survey of Professional Forecasters

—— Term structure model

— — 5
— — 4
— — 3
— — 2

] | | |
2013 2014 2015 2016 2017

Note: The term structure model forecast assumes that the expected real rate and term premium components of the 10-year nominal yield as shown in chart 2 revert to their respective
pre-crisis means over a 5-year period while the expected inflation component remains constant at the level at the end of 2012.

Source: For December BCFF consensus, Blue Chip Financial Forecasts (BCFF) survey, December 2012; for Congressional Budget Office, Congressional Budget Office (2013),
The Budget and Economic Outlook: Fiscal Years 2013 to 2023 (Washington: CBO), February 5; for Survey of Professional Forecasters, Survey of Professional Forecasters for 2013:Q1.
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The Stock
Investment Challenge



Volatility without Overall Market Appreciation

S&P 500 Index

Mar. 31, 2014
P/E (fwd.) =15.2x

Characteristic Mar-2000 Oct-2007 Mar-2014 Susta| nable

Indexlevel 1,527 » 1565 » 1,872

1,800 - PIE ratio (fwd) ~ 256x * 152x » 15.2x Breakout?
Dividend yield 1.1% » 18% » 2.0%
10-yr. Treasury 62% ¥ 47% ¥ 2.7%
Mar. 24, 2000 Oct. 9, 2007
1,600 - P/E (fwd.) =25.6x P/E (fwd.) =15.2x

1,527 1,565

1,400 H

+177%

1,200 H
I

1,000

Flat Trend
Mar.9, 2009 = | LI ne

A

800 ¢{
Dec. 31, 1996

P/E (fwd.) =16.0x Oct. 9, 2002
741 P/E (fwd.) =14.1x P/E (fwd.) =10.3x
777 677

600 | | | | | | | | | | | | | | | | |
‘97 ‘98 ‘99 ‘00 ‘01 ‘02 ‘03 '04 ‘05 '06 ‘07 ‘08 ‘09 '10 11 12 '13 '14

Source: Standard & Poor’s, First Call, Compustat, FactSet, J.P. Morgan Asset Management.

Problem 1: Stock Investment Not Growing As Expected © "0 .. ..
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S&P 500 Index

Uncertain Future

Characteristic

Mar-2000 Oct-2007 Mar-2014

Mar. 31, 2014

Index level 1527 + 1565 » 1872 New Bull FIE (fv]\-/%.;;lS.Zx
1,800 - P/E ratio (fwd.) 256x ¥ 152x ¥ 152x ’

Dividendyield 1.1% » 18% » 2.0% ’)

10-yr. Treasury 6.2% ¥ 47% ¥ 2.7% M arket *

Mar. 24, 2000 Oct. 9, 2007
1,600 - P/E (fwd.) =25.6x P/E (fwd.) =15.2x
1,527 1,565
) 1 N
1,400 - A ,
+101% (
+106% ‘
A0 { 4 +177%
) ,V 57%
1,000 (‘
{ w ‘ History
’ \
e 1 Repeats?
P/E (fwd.) = 16.0x Oct. 9, 2002 Mar. 9, 2009
741 P/E (fwd.) = 14.1x P/E (fwd.) = 10.3x
777 677
600 | | | | | | | | | | | | | | | | |
‘97 '98 ‘99 ‘00 ‘01 ‘02 ‘03 '04 '05 '06 ‘07 ‘08 ‘09 '10 11 12 13 ‘14

Source: Standard & Poor’s, First Call, Compustat, FactSet, J.P. Morgan Asset Management.

Problem 2: Protecting Investment From Major Loss
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117 Year History of the Market: 1896 — 2013

» The market typically moves in cycles.

» There have been four bull markets (shown in green ) 12 years
and four bear markets (shown in red).
: : 18 years
» Investment strategies that work in bull markets may —ngen
not be effective in flat or bear markets. —

» 72 years are red — 63%
> 43 years are green — 37%

n 25 years

5 yea7
18 years
9 years 4

16 years

12 years

(wila) aBesaay |ersnpu) sauo( mog jo anjep,

1896 1906 1924 1929 1954 1966 1982 2000 2013

Dow Jones Industrial Average from December 1896 through December 2011
. . . DELTA
Graph created by Guggenheim Investments using data from www.dowjones.com Q v m e
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http://www.dowjones.com/

S&P 500 Sector Returns — Extreme Gains and Equivalent Declines

0%

-10%

-20%

Extreme Gain / Equivalent Declines

-30%

-40%

Extreme Negative Extreme Positive

(-10% or worse)  (10% or better)
# of Extreme Weeks 76 45
- Maximum Decline/Gain -33.4% 34.0%
|Cumulative Impact -1096% 612%

i

M

i

(i

Extreme Positive Weeks
(+10% or better impact)

Extreme Negative Weeks
(-10% or worse impact)

Period: Jan 1992 = Dec 2012

Source: Momingstar, F-Squared Investments. Weekly returns in each of 10 S&P Sector Indexes were analyzed for the 21-year period from 1/92-12/12.

Extreme Bull/Bear Weeks

Bear (Red) Weeks: 63%
Bull (Green) Weeks: 37%
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Recent History of Bear Markets

Over the past 30 years, the U.S. stock market has
suffered a Bear Period (greater than 20% decline)
about once every 6 years or 17% of the time.

Bear Market (Dl\l/ljg?iir?sg Decline New Market High (R&%On\f[;?)/
Nov. 1980-Aug.1982 22 -28.0% Nov. 1982 3
Aug. 1987-0Oct.1987 3 -35.9% Jul. 1989 21
Jul. 1990-Oct.1990 4 -20.3% Feb.1991 4
Jul 1998-Oct. 1998 4 -22.4% Nov. 1998 1
Mar. 2000-Oct. 2002 32 -50.5% Jul. 2007 57
Oct. 2007-Mar. 2009 17 -57.7% Apr. 2013 49




Making Back What Was Lost Takes Time

Especially During Red Periods

Dow Jones Industrial Average

1,100

1,000

900

800

700
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500

SECULAR BEAR MARKET 1965-1981

+66%

0
+33% +76%

+36%

-25% -26%
-36%

-45%

d
w

1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981

Caopyright 2006-2009, Crestmont Research (www.CrestmontResearch.com)

12%

9% -

6% -

3%

0%

-3%

-6%

Housing
5.2%

1966-1980

StocksI

-2.0%

-4.9%1
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Difficulties with Diversification

negatively skewed distribution

> Negative Market Events Happen /|
More Frequently than a Normal

Distribution Suggests _///

mean mode
median
- N
One-Year Correlation of Returns
(using Vanguard Equity Funds)
. calculated 01/07/09
» Correlations |
. Asset Mutual Correlatlon  Alternative
M Ig ra‘te Towards Category Fund to VFINX ETF
- - - S&P 500 VFINX 1.000 SPY
1 During a Crisis TotalUS ViGN 6o v
World Ex US  VFWIX 0940 VEU
EAFE VDMIX 0935 VEA
Europe VEURX 0.925 VGK
Pacific VPACX 0910 VPL
Emerging VEIEX 0.854 VWO
DELTA
@ JU;\ V Jl STMENT
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THE IMPACT OF LOSSES
Why The First Rule Of Investing Is Also The Second Rule...

1000%
KEY POINTS 900%
900%
Avoid Losses: the gain required to recover from a loss is exponential;
likewise, a relatively smaller loss can erase big gains...
800%
Memorable Declinas: what gain does it take to recover from these losses?
700% Dow  1929-1932 -89% NASDAQ 2000-2002 -78%
S&P 500 1973-1974 -48% S&P 300 2007-2009 -57%
S&P 500 2000-2002 -49% Mext... 7%
600%
Maote: "Dow" is the Dow jones industrial Average; Declines are peak to trough during the yeors presented
500%
400%
300% GAIN
Gain Percent
200% 150%
100%
100% 67%
0%
LOSS
-100%
-10% -20% -30% -40% -50% -60% -70% -B0% -90%
Loss Percent
Copyright 2009, Crestmont Research (www. CrestmontResearch.com) Q DELTA
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Avoiding the Downs is More Important Than

Catching the Ups

The market's worst days have had a large effect on returns
Growth of $1 in the S&P 500 Index from Dec. 31, 1927 to Dec. 31, 2011

Days Growth of $1 Cumulative Return (%)
Capture 10 best and worst 71.21 1021.18
Miss 10 best 23.62 2,262.10
Miss 10 worst 226.14 22,514.32
Miss 10 best and worst 75.01 1,401.19
Cash 19.32 183152

Sources: Bloomberg L.P., Invesco, Morningstar. ©2012 Morningstar, Inc. Al rights reserved. The information contained herein: is proprietary to
Morningstar and/or its content providers; may not be copied or distributed; and is not warranted to be accurate, complete or timely. Neither
Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance

cannot quarantee comparable future results. Cash results are based on the Ibbotson U.S. 30-Day T-Bill Index.

Q DELTA
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MANAGEMENT



What Happens When Interest Rates Rise?

Correlations Between Weekly Stock Returns and Interest Rate Movements
Weekly S&P 500 returns, 10-year Treasury yield, rolling 2-year correlation, 1963-2013

0.8

0.6 A

~)y |
Positive w I

relationship
between yield
movements
and stock
returns

Correlation Coefficient

-0.4

-0.6 1

-0.8 -
0%

Negative I

relationship I

between yield

movements and |

stock returns I
I
I

v

2% 4%

.‘%a.

When yields are
below 5%, rising

genrally 10-yr Treasury < 5%
| feing stoek Rising rates and rising stocks
prices

Current 10-yr yield 1.75%

6% 8% 10% 12% 14% 16%
10-Year Treasury Yield

Source: Standard & Poor's, US Treasury, FactSet, J.P. Morgan Asset Management.

Returns are based on priceindexonly and do notinclude dividends. Grey bars intherightchartrepresentthe historicrange
in correlations foreach sector.

Data are as of 6/30/13.
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How Do you Protect and Grow
Your Portfolio?

Over the past 30 years, severe equity losses
have occurred 17% of the time or about once
every six years.

Diversification is not providing the portfolio
protection it Is expected to because correlations
are not static.

Bonds may have entered a secular bear market.

Your personal investment horizon may not
allow time for you to make back what was lost



Pie Based
Investing

Bonds
Secular Bear? Stocks

Downside
\olatility

Emotions Based
Investing

igf Mirror Approach,
Etc.




12%

10% -

8% A

6% 1

4% -

2% 1

0% -

Average Investor Returns — Past 20 Years

20-year Annualized Returns by Asset Class (1993 - 2012)
1 11.2%

REITs Gold S&P 500 Oil EAFE Bonds Homes Inflation Average
Investor
Source: J.P. Morgan Asset Management Q DELTA
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BAD Timing

Fund Hows
Billions, USD AUM YTD2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
Domestic Equity 5860 17 18 (159) (133) (81) (28) (149) (69) (3) 17 100 120 (25) 57 258 176
World Equity 2074 21 142 6 4 57 26 (80) 142 151 107 72 24 (4) (23) 58 11
Taxable Bond 2,820 I (22) 252 127 219 301 22 100 45 21 0 39 125 76 (36) 8
Tax-exempt Bond 514 2 (58 50 (12) 11 70 8 11 15 5 (15 (1) 17 12 (14 (12
Hybrid 1301 8 73 47 40 35 20 (26) 40 20 43 53 39 8 7 (37) (14)
Money Market 2661 (56) 15 (0) (124) (525) (539) 637 654 245 62 (157) (263) (46) 375 159 194

Source: J.P. Morgan Asset Management

« Steady Outflows from Domestic Equity Since Market Low — Peaking in 2012
» Steady Inflows into Taxable Bond Funds — Near Peak Inflow 2012

* Peak Equity Inflow 2000

NVESTMENT
I :
MANAGEMENT



Stock Buybacks

Cumulative Stock Purchases
from 2000208 in 5Bl

=t Buybacks

X
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Solution:

A Tactical Approach

Tactical, Disciplined, Systematic Investing
» Avoid major bearish moves

» Participate in bullish equity moves



American Association of Individual Investors

The Case for Systematic Decision-Making

by Wesley R. Gray, Ph.D.

- Human Expertise is required to design models, but computers
should be in charge of implementing models

- Humans perform worse than models because of behavioral biases,
Including overconfidence and the desire for explanations

Jim Simonds, founder of Renaissance Technologies (1998):

“If you do fundamental trading one morning you feel like a
genius, the next day you fell like an 1diot...by 1998 I decided
we would go 100% models...we slavishly follow the model...
no matter how smart or dumb you think it 1s.”



Are squares A and B the same color?



A=B
Red-Green-Blue =
120-120-120 pixels

V-

Edward H. Adelson

nicheckershadow._illusion.html

MIT Vision Science: http://web. persci/peop



Tactical Investing

»Adjusting investment exposure based on market risks
Tactical investing Is active management, not buy-and-hold

» Avoid bearish markets and participate in bullish markets
Delta’s allocation changes are based on non-emotional,
systematic model driven investment methodologies.

» Tactical investing is like having insurance
Insurance policies are not perfect but they go a long way
towards mitigating loss.



3.5

2.5

1.5

0.5

Delta Tactical Good Harbor

Delta Tactical
Good Harbor

Participate In Vs

Bullish Markets

&P500
Total Return

Bearish Markets

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

DELTA
Important Disclosure: Past performance does not guarantee future results. Consider the investment objectives, risks, (i) INVESTMENT
charges, expenses, and instruments used to implement a strategy before investing.. See full disclosures on website. MANAGEMENT



Delta Tactical Good Harbor Returns, May 2003 — Sep. 2013
Quintile Review

S&P Average Quarterly Returns

159
B Delta Good Harbor 11.09% 12.60%
B S&P 500
1096
5% 2 B5%
-0.55%
0%
59
“10%
10.27%
-15%
Worat S&P 500 Middle S&P 500 Bast S&P 500
Quintile Cuintile Quintila

Q DELTA
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The Tactical Investment Process

»\When To Buy
»\What To Buy

>»\When To Sell



When To Buy

Earnings Is Not the Only Factor Driving Stock Prices Over Time
In Fact, It May Not Be Even the Most Important Driver of Price

S&P 500 The S&P 500 S&P 500
Earnings $56 € Earnings $112
2000 - 2013

. Start Value End Value
2000 =
~ 1500 ~ 1500
1500k, il o 1500]

i 1 IFI.'_-_-\. ! Id".‘l-“)-\l\l.\'_.\_h _J-'|I-.\'--l_,"-I -I.f .."'\-"-\I_,'-" ¥ |
. *1;' ", . ) o “\ . ¥ by !
[ L o | i Wy
1000 | i " 1-:||:-:|!
S&P 500 Index
500 ~ Son
2000 paot 'bong ' oas " pooe T poo7 s pong ' BodD i1 £} P I ]
Q lwA\ LT



Earnings Is Not the Only Factor Driving Stock Prices Over Time
In Fact, It May Not Be Even the Most Important Driver of Price

When To Buy

'S&P 500 Operating Earnings vs Valuation

$140,

$120

$100 -

$80

$60 -

$40 -

$20

$O

)
@

3.24.00 10.9.07
1,527 1,565 1Q14 $123

Multiple
Compression
from
~ 30x in 2000
to
~14x in 2013

I ||“
. ll IIIIII 10 9 02
12.31.85 12.31.96 777
677

i ||||| I

‘86 '88 '90 92 ‘94 96 ‘98 '00 02 '04 '06 '08 10 ‘12 '14

4.10.13
1,568

3.9.09

-1,800
- 1,600
-1,400
-1,200
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- 800
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When To Buy

Its All About Risk Perceptions The Important
U Driver of Stocks in
Earnings the
Prices driven by cash flows and discount rates Intermediate-Term
PRICE =Y CashFlows, =
—~| 1+ DiscountRate, Changes in
Discount rate reflects risk premium Investors’ Equity
Risk Premiums
DiscountRate = R; + Risk Premium Rather than
Changes in
Classical View: Delta View: EXpECtEd CaSh
. M_arkets are eff_icient * Markets are efficienf[ FlOWS
* Risk premium is constant ¢ Investors’ risk premiums
(a.k.a. Random Walk are time-varying, even
hypothesis) when cash flow
* Focus on cash flow expectations are stable. Fear and G reed
analysis * Focus on risk-premium |

Q DELTA
I INVESTMENT
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Moving Average Crossover (MAC) Model

“Moving Average: Holy Grail or Fairy Tale”

June 2009 study published in Advisor Perspectives
Theodore Wong — BSEE and MSEE degrees from MIT

The moving average crossover (MAC) is the simplest
and probably the oldest trading system.

You buy when the price rises above its moving average,
and you sell when it drops below.



Moving Average Crossover (MAC) Model

Terminal Risk- Average | Maximum
CAGR Equity | Adjusted d
Drawdown | Drawdown
Value Return
Buy-and-Hold 8.6% $84,660 | 23.8% -25.9% -84.8%
6-Month MAC
(Best of Class) 9.6% $319,000| 37.4% -2.0% -13.8%
MAC Reduces Losses in Bad Months
1,659 Monthly Observations Over 138 Years
1000 £ = i i i i : '
Based on aggregate E L L et [aewrm
performance over the C .1 || me-MonthmAC
) ) ; 6-Month MAC | : ; ;
entire 138-year period, - Reduces No.of | i
0 100 bt i tonte A
the MAC system beats :ET T egh 1
buy-and-hold in both e F T Vo e But Keeps
S - g : Most Good
absolute performance T VAN a Months
and risk-adjusted CRRRTY S N SN e I . L
return.” E L et
Theodore Wong — BSEE and MSEE B
degrees from MIT 1 N N P

30% -25% -20%

A5% -10% 5% 0% 5% 10% 15% 20% 25% 30%
Monthly % Change in S&P500 Q DA
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Best Measure of Downside Risk: Equity Drawdown

Max. Drawdown

MAC vs. Buy/Hold on Maximum Drawdown
Jan 1871 - Apr 2009

U

-20%

-40%

-60%

-80%

-100%

Study by Theodore Wong and Advisor Perspectives Q DELT
I
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AT

B Moving Average Cross-Over
I W Buy & Hold lll

3 7 9 11 13 15 17 19 21
2 4 6 810121416182022

Moving Average Length (No. of Months)




When To Buy

75-Day MAC Buy/Sell Signals
Vs.
S&P 500 (SPX)
2008-2010

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
§1-Dec~201O _ Open 1256.76 High 1259.34 Low 1254.19 Close 1257 64 Volume 1.48 Chg -0.24 (-0.02%) v

P il
05 (Dally) KEY: 1450

* Indicates Buy
* Indicates Sell

1008
758,
508
258

v
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When To Buy

75-Day MAC Buy/Sell Signals
VvS.
S&P 500 (SPX)
September 2010-September 2012

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com

31-Aug-2012 Open 1400.07 High 1413.09 Low 129396 Close 1406.58 Volume 228 Chg +7.10 (+0.51%) «
$SPX (Daily) 1425
1400
1375
] 1350
1325
1300
1275
1250
1225
1200
Indicates Buy 1175
7.58B 1150
s * Indicates Sell Ve
1100

2581 : "

lll!llllllllllllllliill B oo
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VS.

$SPX S&P 500 Large Cap Index INDX,

Wl $5PY (Daily) 1864.85
—MA(75] 1535,39

dlolime 2,350,007,936 Key:

* Indicates Buy

Indicates Sell

)

4R *
1B '

Aug  Sep Dot Nov Dec 2003 Feb MWar Apr May Jun  Jul

When To Buy

75-Day MAC Buy/Sell Signals

S&P 500 (SPX)
September 2012-April 2014

s

Aug  Sep Oct

@ StockCharts.com
17-Apr-2014 Open 1261.72 High 126262 Low 1256.72 Close 1264.25 Volume 248 Chg +2 54 (+0.14%)

Hov Dec 2014 Feb Mar
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The Cost of False Signals

Market Laboratory « Indicators

FEDAL RESTRVEDATA BANK

DELTATACTICAL MARKET SENTIMENT

Current Sentiment
BULLISH 741% 809%  823%
Current Market Exposure: 72% Equities, 28% Cash =

Source: Deftalnvestment Management  feaic

v eltaim.com, (415)249-6337

Of the total of 60 bullish signals since December of 1971,
38 have been “correct” for an average gain of 16.7%.

The 22 “incorrect” signals produced an average loss of 2.5%

Q DELTA

I INVESTMENT
MANAGEMENT



The Tactical Investment Process

v'"When To Buy
»\What To Buy

>»\When To Sell



High Relative Strength Stocks

Dorsey Wright & Associates
“Real-World” Testing of Relative Strength

In all 100 trials, high relative strength stocks outperformed the
market. High RS stocks average return 227.1% vs. S&P 500 81.0%.

Table 1: Summary Data (Cumulative Returns)

12/29/95—12/31/09
# of Trials
Average Return
Median Return
Max Return
Top Quartile
Bottom Quartile
Min Return
S&P 500 Return
% Trials Outperform

100
227 1%
214.8%
446.4%
263.4%
181.0%
94.2%
81.0%

100%

Q DELTA
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High Relative Strength Stocks

IBD 85-85 Index vs. the S&P 500
11/13/2000 — 4/17/2014

IRE B 400

388.6% - 200

37.8%

I I
S&P 500 IBD 85-85 Index

“Our research shows that in every market over the last 50 years, the best

Stocks have had EPS and Relative Strength ratings of 85 or better BEFORE
they made their biggest gains.

The consistently superior performance of the IBD 85-85 Index reinforces

this fact.” Investors.com — Investor’s Business Daily (IBD) () pprrTa
INVESTMENT

I ke ke ,
MANAGEMENT



High Relative Strength Stocks

Or

Use levered ETFs to Increase beta

Example: 70% S&P 500 (1VV)
30% 2x S&P 500 (SSO)
Beta 1.3x

The point is, in bullish markets Get Long



What We Do
The Investment Process

v'"When To Buy
v"What To Buy
»\When To Sell
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When To Sell

Market Laboratory « Indicators 1 |

DELTATACTICAL MARKET SENTIMENT

Delta MSI |
rm moving average russaver (MAC) oint: When I

b st exposures shoul . |
L!rm onasset allocation when MSI is 50% +/-3%. |
et ek ZWnks = l | A

Ago Ago |
BULLISH 741%  809%  823%
Current Market Exposure: 72%Equities, 28% Cash
Source: Delta Investment Management
www.deltaim.com, (415) 249-6337 2 i -

Same Simple Way to Measure Risk Premium

DELTA
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When To Sell
When Not in Equities?

+¢» Cash

Delta Tactical Sanctuary

“ U.S. Treasury Bonds, 1 to 10 year duration

Delta Tactical Good Harbor

“» U.S. Treasury Bonds, 30 year duration

Delta Tactical Capital Appreciation
Delta Tactical Treasury Bond



U.S. 5 and 10-Year Treasuries Show Average Positive Performance

During Recessions

Market Environment Average Maonthly Return
(1981-2008) Large Mid Small 10-Yr 5-Yr
Cap Cap Cap Bond Bond
Recessions 083% | -042% | -052% 1.55% 1.31%
Front Half of Recession -156% | -L04% | -2.08% 0.71% 0.82%
Back Half of Recession 0.03% 0.31% 1.32% 2 54% 1.88%

O DELTA
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RESULTS

The Tactical Investment Process

v'"When To Buy
v"What To Buy

v"When To Sell



Delta Tactical Capital Appreciation

5.0 Dec. 31, 2013
==Delta Tactical Capital Appreciation $421,000
45 + Hypothetical

==S&P 500 Total Return

4.0

3.5

3.0

2.5

2.0

Dec. 31, 2013
$138,000

1.5

1.0 ~

0.5
2007 2008 2009 2010 2011 2012 2013
APR: 24.8% Max Drawdown: 9.6% 2008: +42.8%
S&P 500 TR: 6.4% S&P 500 TR: 51.0% S&P 500: -37%
Important Disclosure: Past performance does not guarantee future results. Consider the investment objectives, risks, Q iDs \TI :1 MENT

charges, expenses, and instruments used to implement a strategy before investing.. See full disclosures on website. MANAGEMENT



Delta Tactical Good Harbor

Good Harbor:
Audited Results:

35 . essDelta Tactical Good Harbor

| e=—S&P 500 Total Return

3
2003 to Today
2.5
2 ~ Important disclosures at
15 - www.deltaim.com
1 V
0.5
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Delta Tactlcal Capltal AppreC|at|On
4.5
4,0 +— emswDelta Tactical Capital Appreciation
Capital Appreciation: 35 | —S&P500 Total Return
Audited Results 3.0
2013 to Today 25
Hypothetical Returns 20
2007 to 2013 15
1.0
Important disclosures at 05
www.deltaim.com 0.0 . . . . . .
2007 2008 2009 2010 2011 2012 2013

Important Disclosure: Past performance does not guarantee future results. Consider the investment objectives,

o o N o N o DELTA
risks, charges, expenses, and instruments used to implement a strategy before investing.. See full disclosures @ v e
at www.deltaim.com. MANAGEMENT



Delta Tactical Dividend
Important Disclosure: Past performance does not

* 50 ngh DiVidend Paymg StOCkS guarantee future results. Consider the investment
. Equa”y Weighted across 10 S&P 500 Sectors objectives, risks, charges, expenses, and instruments

. used to implement a strategy before investing.. See full
C 0
* Current yleld 4.18% disclosures at www.donoghue.com. Performance is

* MAC Model for Risk Mitigation based on the Power Dividend Total Return Index (Ticker:
e i - PWRDXTR) with an inception date of 12/31/1999.
* When Defensive, in 90-day t-bills ) with an inception date of 12/31/

12/29/2000 6.50% -9.10% 15.61%
12/31/2001 12.10% -11.89% 23.98%
12/31/2002 -6.83% -22.10% 15.27%
12/31/2003 30.28% 28.68% 1.60%
12/31/2004 15.26% 10.88% 4.38%
12/30/2005 3.40% 4.91% -1.51%
12/29/2006 18.38% 15.79% 2.59%
12/31/2007 -0.73% 5.49% -6.22%
12/31/2008 -0.51% -37.00% 36.49%
12/31/2009 39.13% 26.46% 12.66%
12/31/2010 17.98% 15.06% 2.92%
12/30/2011 0.79% 2.11% -1.32%
12/31/2012 9.08% 16.00% -6.92%
12/31/2013 32.36% 32.39% -0.03%



http://www.donoghue.com/

Delta Tactical Multi-Fund
Fund Highlights:
« Optimized across eleven investment sleeves

 Each equally weighted sleeve uses a mutual fund
security to gain investment exposure

* Dynamically managed exposures to participate in
growth opportunities and mitigate risk

* No transaction/commission costs on trades

» Portfolio construction to meet your objectives and
risk tolerance

* Non-emotional, computer model driven based on 25
years of experience



Portfolio Construction

100% Tax Deferred
Money

e.g., IRA, Roth IRA

401k Rollover, etc.

Take Full Advantage of
the Tax Advantage
Offered by the
Tax Code




Portfolio Construction
Traditional 40% / 60% Asset Allocation

BO"f)DS EQUITY

Replace half of the bond and a third of the Equity
Allocations with Tactical — Total Portfolio
Tactical Allocation Equals 40%

EQUITY
40%

TACTICAL
40%




Impact of Equity/Bond Tactical Strategy
on the Portfolio

EQUITY
40%

TACTICAL
40%

EQUITY
40% EQUITY
80%

Bearish Bullish
60% Bonds / 40% Equity 20% Bonds / 80% Equity

Q DELTA
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Delta MSI

Important Moments in History



$SPX S&P 500 Large Cap Index INDX

30-Jun-1938
W $5PR (Daily) 273,50

Jﬂhﬁbiﬂmmb

b 3 Jun Jul

Aug Sep

1987 Market Crash
October 19, 1987 — Black Monday, 21% Decline
Bearish Signal: October 5, 1987
Bullish Signal: January 25, 1988

fi
| ‘MIHMHP“J I]Htr]lﬂ]

Ot Mow

Dec

1988 Fah hdar

@ StockCharts.com

Apr ful 3

Bear Market

Duration
(Months)

Decline

New Market High

Recovery
(Months)

Aug. 1987-Oct.1987

3

RODNIU/0

Jul. 1989

21

Open 27350 High 273.51 Low 27096 Last 27350 Chg +2.53 (+0.93%) =
240

330
320
310
200
290

280
- th]FJJTF
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240

230
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1998 Asian Financial Crisis
Bearish July 27, 1998
Bullish October 19, 1998

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com

21-Dec-1998 Open 1231.92 High 1227 12 Low 122496 Last 122039 Volume 118 Chg -2.54-0.21%)
W) $5PH (Daily) 1229,39 1250
1200
11745
1150

I-.,, 1
A 'N]ml 1125
lﬂ W H 1100
M 1075
1050
1025
1000
a7s
as0
az5
Apr bl 3y Jun Jul Aug Sep Oct MNow Dac
Bear Market Duration Decline New Market High Recovery
(Months) (Months) Q) PELTA

Jul 1998-Oct. 1998 4 -22.4% Nov. 1998 1 N vEsTHMENT
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2000 — 2003 Technology Bubble Burst
Multiple Signals

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
20-Jdun-2003 Open 975,22 High 02261 Low 97260 Last 97450 Volume 1.7 Chg -1 T2 CFO12% -
W 5P (Claily) 274 )50

1500
1450
1400
1350

1300

W 1250

1200
1150
1100
1050

a4

Qa0
250

200

J A 50 HNDDMFMAMJI I A SO HNDDRFMAMI I A SO HDOEF FMAM.J

Duration . . Recovery
Bear Market (Months) Decline New Market High (Months)
Mar. 2000-Oct. 2002 32 -50.5% Jul. 2007 57 Q b
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September 11, 2001
Bearish July 12, 2001
Bullish November 5, 2001

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
31-Drec-2001 Open 1161.02 High 1161.16 Low 1142.04 Close 1142.02 Volume 128 Chg -1294(-1.11%)+

W 5P (Daily) 1145.§5
1275
1250
. 1225

LI P
NUWI:‘“ | - 1200
| T
% | 1178
]

Jun 11 18 25 Jul 9 16 23 Augs 13 20 27 Sepil 24 Oct 2 15 22 How 12 19 25 Dec 10 17 24 31
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2007 — 2009 Financial Crisis

Bearish November 8, 2007 — Bullish April 7, 2008
Bearish June 19, 2008 — Bullish April 9, 2009

$SPX SaF 500 Large Cap Index INDX

29-hd ay-2009

W) $5PE (DT ILF. L

Sep Oct Hov Dec 2008 Feb Mar Apr May Jun  Jul

@ StockCharts.com
Open 207.02 High 22002 Low 20256 Close 219.14 Volume 438 Chg +12.31 (+1.26%)

A

Aug Sep Oct

Duration . . Recovery
Bear Market (Months) Decline New Market High (Months)
Oct. 2007-Mar. 2009 17 -57.7% Apr. 2013 49

I
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2010 — Flash Crash May 6, 2010
Sold May 14, 2010
Bought August 4, 2010

$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
A0-Sep-2010 Open 114547 High 1157.16 Low 113602 Close 114120 Volume 278 Chg -2.53 (0.31%)
W £5PH (Daild) 111,20 1220

‘WW mEE

2010 Feb hdar Apr bl ay Jun Jul Aug Sep



2011 — Debt Ceiling Negotiation
Sold July 27, 2011

arge Cap Index [N & Stocki_harts.com
$SPX &P 500 Large Cap Ind StockCh

20-Dec-2011 Open 1262 52 High 1264.12 Low 1257 45 Close 1257 60 Volume 168 Chg-5.42 (0.43%)

W) $5PX (Ddily) 125760 1375

'r!'jnn“ 1350
1325
1300
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1100
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5/6 5/13 5/18 5/25 6/1 6/10 6/17 6/22 6/30 7/6 7/13 7/20 7/27 8/5 8/10 8/17 8/26 8/31 9/7 9/14 9/21 9/30 10/5 10/12 10/19 10/26 11/2 11/9 11/16 11/22 11/30 12/7 12/14 12/21 12/31
67.0 579 526 470 499 359 264 276 339 542 557 462 468 263 82 96 93 154 162 158 192 112 7.8 182 334 486 700 703 689 556 47.9 67.7 588 552 63.1
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Delta MSI Captures Bullish Trends



December 1988 — October 1989

$SPX S&P 500 Large Cap Index INDX ® StockCharts.com
2-Noy-12249 Open 338 .47 High 341.19 Low 33661 Last 33247 Chg 272 -0.80% -
W $5PE (Daily) 338,47 360
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January 1995 — April 1996

$SPX &P 500 Large Cap Index INDX ® StockCharts.com
- ay- 1996 Open 67149 High 67247 Low 6567.01 Close 659,12 Chg -2.58 (0.38%)
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Hﬂ TWMFLWW 690
o 620
GO0
*! G20

M 560
540
520

oy 500
N 480
fie
1995 Feb  Mar Apr May  Jun Jul Aug  Sep Dt How  Dec 1996 Feb  Mar  Apr May

Q DELTA
INVESTMENT
I

MANAGEMENT

50




April 2009 — November 2009

$SPX &P 500 Large Cap Index INDX @ StockCharts.com
4-Jan-2010 Open 111655 High 1133.57 Low 111656 Close 1132.99 Volume 2.28 Chg +17 .59 (+1.60%) &
W £5PH (Daild) 1132.99
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Delta Investment Management
Contact Information:

Nick Atkeson (415) 249-6337
Andrew Houghton (415) 249-6335

www.deltaim.com

iInfo@deltaim.com


http://www.deltaim.com/

