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Introduction

In the wake of a few sharp equity market drawdowns in recent times, investors are now
revisiting the topic of portfolio protection and tail risk hedging. As a result, we decided to
revisit a paper we wrote two months before the Covid crisis in 2020.

In this paper, we go back-to-basics to define how investors perceive the term “tail risk”.
We discuss when investors can potentially expect a tail-hedge portfolio to reduce the
impact of heavy portfolio losses and the merits of portfolio insurance versus simple
diversification through asset allocation.

Tail events appear to occur more frequently since the 1980s, with geopolitical and
economic factors often leading to clusters of such events during specific periods.

Incorporating risk mitigation strategies can potentially enhance the value of a long-only
portfolio over time. Therefore, cost-effective hedging solutions should be considered as
an integral component of a responsible portfolio construction strategy.

Defining tail risk

At its core, tail risk refers to the risk of an extremely rare and unexpected event. Such
events are referred to as “tail events” as their probability of occurrence lies far out in the
left or right “tails” of a forecast probability distribution. For the purposes of this paper,
we will only discuss left-tail events and risk mitigation, as this is what concerns most
investors.

Another popular name for such an occurrence is a “black swan event”. Such events tend
to be understood as a market move unaccounted for by most financial models in excess
of three standard deviations from the mean. Market participants often underestimate the
frequency of such events due to a central assumption underpinning most financial
models — namely that market returns follow a normal distribution.

For example, Harry Markowitz’s Modern Portfolio Theory and the Black-Scholes Merton
options pricing model both assume normal distributions of equity returns. In practice,
however, historical equity returns have demonstrated a higher probability of tail events,
or excess Kurtosis. Kurtosis is a statistical measure that indicates whether observed
data follow a heavy or light tailed distribution in relation to the normal distribution. As the
chart below shows, both the left and right tails of daily returns for the S&P 500 are ‘fatter’
than a normal distribution would suggest.
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S&P 500 daily returns probability distribution vs. normal distribution
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Source: Bloomberg, Investcorp-Tages.

Since the global financial crisis (GFC), central banks have grown increasingly cautious
about the long-term and significant economic repercussions of sudden market
disruptions. They are now more focused on the systemic risks posed by large financial
institutions deemed "too big to fail," as well as the interconnections within the financial
system created by trillions of dollars in intra-bank and intra-counterparty transactions. In
response to these concerns, central banks have intervened more frequently than ever
before, effectively reducing market volatility compared to what it might have been during
this period.

Similarly, factors such as the increase in short volatility positions and the rise of passive
investing, systematic and risk parity strategies, also contribute to a snowball effectin any
sharp sell-off in financial markets. Despite more market-friendly central bank and
regulatory actions, specially post GFC, there have been almost four times more tail
events during the last 30 years than during the previous 30 years.

History of tail events

Itis important to differentiate tail events from bear markets, large market corrections or
1- to 2-day corrections. We subscribe to the most common definition of a tail event being
one that corresponds to a three-standard deviation (S.D.) move or more in the S&P 500
over daily, weekly or monthly periods. As most fundamental investors do not have the
possibility of reacting to market events intraday or on a daily basis, they might be more
interested in the distribution of monthly returns and the impact of such moves on
portfolios which are more often than not overexposed to equity risk. The monthly
calculation excludes certain very short-term events, such as, for example, the flash
crash of May 2010 where the stock market plunged about 9% within 5 minutes only to
recover a few hours later. The table below shows tail events as defined above on daily
S&P 500 returns since 1928.
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The cumulative return of the S&P 500 vs. the S.D. moves during tail events since 1928
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Source: Bloomberg, Investcorp-Tages.
" Tail event defined as a three standard deviation move from the mean in the S&P 500

The table on the following page shows the expected frequency of various market moves
based on a normal distribution. In this, we see that a three standard deviation event (our
accepted definition of a tail event) is supposed to happen once every 35 months. In
reality, we have experienced one such event every 9 months on average since 1970.
Larger outcomes such as 5, 7 or 8 standard deviation events should only happen
extremely rarely, however, we have experienced three eight standard deviation or greater
events in recent history, in 1987, 2008 and 2020.

This alone should be evidence that market tails are fatter than a normal distribution. We
contend that increasing correlations across stocks as well as amongst other asset
classes produce fat tails beyond what most financial models suggest in crisis periods.

Normal distribution by S&P 500

Normal Distribution S&P 500 (since 1970)
#5.D. Probability Frequency Probability Frequency
1 15.87% 1every 6 days 8.91% 1every 11 days
2 2.28% 1 every 2 months 1.89% 1 every 3 months
3 0.13% 1 every 35 months 0.52% 1 every 9 months
4 0.00% 1every 121 years 0.27% 1every 1years
5 0.00% levery 13,418 years 0.15% 1every 3 years
6 0.00% 1 every 3,898,441 years 0.07% 1every 5years
7 0.00% 1 every 3,005,247,811years 0.05% 1every 7 years

Source: Bloomberg, Investcorp-Tages.
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Choosing the right hedging strategy

In an ideal world, investment horizons would be infinite, and investors would not need to
worry about occasional sharp selloffs, as a sufficient risk premium could be collected
over the long term to compensate. However, even long-term investors reach a point
when there is pressure to reduce risk in the portfolio and the decision to de-risk is often
made when markets are close to bottoming out.

Tail events are rare, by definition, but they tend to inflict large losses to investment
portfolios. Therefore, protection from tail events can be a valuable component of a
diverse portfolio. Tail risk hedging (“TRH”) has been one of the most important subjects
discussed amongst investors in the aftermath of the 2008 GFC, as has often been the
case after a large market dislocation.

Investors need to consider fourimportant questions when considering portfolio hedging:

What s the risk to the portfolio in a tail event?
Appropriate hedging strategy to adopt?

Size of the hedge or the appropriate hedge ratio?

Cost of the hedge versus the potential benefits derived?

b~

Diversification has traditionally been the most popular tool to protect portfolios against
sharp drops in asset prices. Historically, fixed income securities tend to offer some
protection against sharp falls in equity markets. Traditional 60/40 portfolios are
considered a good solution by certain investors even though the risk allocation of such
portfolios includes a much higher exposure to equity versus fixed income risk. We should
point out that since the GFC, traditional 60/40 portfolios have had above-average returns
and lower average risk when compared to long-term metrics, and it is unreasonable to
expect this positive dynamic to last forever.

Seemingly diversified portfolios are often subject to significant risk associated with a
sustained fall in equity prices, as correlations across different markets and instruments
rise to close to one in times of crisis. Risk parity portfolio construction methodology was
oneresponse to this unbalanced risk allocation across equity and fixed income, however,
the leverage typically employed by risk parity portfolios to attain a higher target volatility
often has the undesirable effect of intensifying drawdowns during periods of
simultaneous bond and equity market selloffs.

July 2025 | www.InvestcorplTages.com | InvestorRelations@InvestcorpTages.com



http://www.investcorptages.com/
mailto:InvestorRelations@InvestcorpTages.com

Hedglng Tail Risk INVESTCORP-TAGES

Daily Correlation of S&P 500 vs. 10-year US treasury yields
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Source: Bloomberg, Investcorp-Tages.

Due to the unpredictability and devastating effects of tail events, many investors now
consider TRH as a critical feature in their portfolio construction process. Investors have
typically used options, tail risk funds, CTAs and macro funds to provide protection for
their portfolios. It is important to clearly appreciate the costs and benefits of these
solutions during times of market stress to decide upon an optimal portfolio hedging
solution.

Options

Options have long been used by investors for the purposes of hedging downside risk in
portfolios and can be highly effective if the right ones are purchased at the right time.
However, they are also generally the costliest solution with time decay and negative carry
contributing to losses. Partially hedging a 60/40 portfolio using put options can result in
more than 2% reduction in annualised returns. Furthermore, portfolios using put options
for downside protection have tended to perform poorly in periods of prolonged
drawdowns; put options are better suited to sharp market selloffs. The issue with option
strategies is the choice of the most appropriate expiry and strike.

To deal with the high cost of holding options, investors have often been drawn into
attempting to time the purchase of options. Such timing is, by itself, considered a
speculative activity as tail events and sharp spikes in volatility are hard to predict. Getting
the timing and options structure right is key to the use of options as an effective hedging
strategy.
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Managed futures and macro funds

Investors have also considered CTA and macro strategies as good diversifiers due to their
lack of long-term beta to equity markets. Both strategies adapt their positions to changing
markets and can potentially generate strong risk-adjusted returns in selloffs.

Having said that, macro funds do not demonstrate consistent negative correlation to
equity or bond markets. Instead, a decreasing correlation against equities is observed in
some crisis periods. This qualifies them as decent diversifying strategies but not
necessarily as a hedge. Additionally, one needs to invest with the right manager, as fund
selection is particularly important in a space characterised by a high dispersion in fund
returns. Furthermore, macro funds have historically demonstrated better results in
bullish tail events than in bearish ones.

HFRI Macro / S&P 500 regression: Feb 2008 - present
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Source: Bloomberg, Investcorp-Tages.

CTAs and other momentum strategies are designed to go longin a bullish trending market
and go short in a trending bear market, generally increasing their exposure the longer the
trend persists. Sharp and sudden selloffs often result in losses for CTAs as their signals
can take time (weeks to months) to identify the change in market trend. A long crisis such
as the GFC suited CTAs quite well, while shorter tail events have usually not been helpful
for the strategy. The shape and path of market correction will determine whether a short-
term CTA or a longer-term strategy is more successful as a hedging tool. As it is not
possible to determine this in advance, most institutional investors hold a diversified
basket of CTAs with different holding periods. Overall, CTAs have demonstrated more
negative correlation to equities than macro funds.
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SG CTA Index / S&P 500 regression: Feb 2008 - present
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Source: Bloomberg, Investcorp-Tages.

Looking at monthly returns of the SocGen CTA and HFRI Macro indices, one notices little
downside protection for the long period after the 2008 GFC. The long rally in risk assets
and short-lived tail events experienced since 2009 were not the ideal backdrop for these
strategies.

HFRI Macro/S&P 500 regression: 02-2015 - present CTA/ S&P 500 regression: 02-2015 - present
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Source: Bloomberg, Investcorp-Tages.
Long volatility funds

Long volatility funds aim to maintain a net long volatility exposure, usually with a bias
towards equity options with the goal of delivering positive returns in high volatility
regimes. They are negatively correlated to equity markets which makes them strong tail
hedge candidates.

These funds tend to be cheaper to hold over the long term than an in-house managed
program as the choice of Greeks (Vega, Gamma, Theta, etc.) is left to experts. Such
strategies often roll certain long option structures over time with a running cost, which is
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a function of the leverage embedded in the strategy. It is not unusual for this type of
portfolio to lose double-digit numbers in flat markets. Long volatility funds tend to
experience high returns in sharp selloffs but losses in flat and sustained bear markets.

Tail risk funds

Tail risk funds seek outsized capital appreciation during periods of intense market stress
only. Tail risk funds have a tendency to cost less in sideways or bull markets as such
managers aim to select strategies that are long volatility and convexity during stress
periods, but at a lower cost in normal functioning market conditions. Another important
feature of tail risk funds is that their exposure is typically to a variety of asset classes such
as equity, fixed-income and commodities. The chart below shows a monthly regression
analysis of SocGen CTA index, Eurekahedge Long Volatility index, our Investcorp-Tages
Paladin Tail Risk Strategy’s actual and simulated / back tested returns against the S&P
500 index since January 2008. One can observe that the tail risk portfolio has a stronger
return for cost profile than the other hedging options.

Regression of different hedging strategies vs. S&P 500 - Monthly since 2008
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Source: Bloomberg, Investcorp-Tages. Past performance is not indicative, nor a guarantee, of future
results. The currency of the benchmark and strategy is USD. Paladin Inception date is 8 August 2018.
Performance results prior to July 2018 represent hypothetical historical simulated USD returns assuming
total annual costs of 1.20% and trading expenses of 0.80%; there is no guarantee that these results could
have been achieved in practice. Past performance of Tages Paladin UCITS Fund (Class B USD net of fees)
since 08 August 2018 to 30 April 2023 and performance thereafter is from a dedicated mandate following
the same strategy. The track record presented here is a composite and is not investible. For additional
details on calculation Methodology of the simulated / back tested track record, please contact
InvestorRelations@InvestcorpTages.com.
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Portfolio Hedging Scenarios

In the following table, we compare the returns of a 60/40 portfolio against several
diversified or hedged combinations. To allocate to hedging solutions, one must free up
some capital, however, this does not always mean that returns will be lower. We have
chosento analyse returns from January 2008 to cover a period that includes a diverse set
of market circumstances but would like to reiterate that these combinations could result
in different outcomes across other cycles. You will notice below that a 20% allocation to
a tail hedge portfolio provides both a better return and lower risk than a straight 60/40
portfolio, or one with a different type of hedging strategy.

Portfolio of Weights 60/40 Risk Parity 60/40 with Put :ﬂﬂ::g;uc!:: 60/40 with Paladin
Global Equities 60% ~20% 48% 48% 48%
Global Bonds 40% ~80% 32% 32% 32%
1Y Put Overlay 20%
CTA Overlay 20%
Paladin Overlay 20%
Average Return 6.65% 5.26% 438% 5.11% 6.71%
Volatility 11.28% 7.55% 7.69% 9.18% 8.50%
Sharpe 0.59 0.70 0.57 0.56 0.79

Notes: 1) Risk parity portfolio is rebalanced monthly, 2) Global Equities: MSCI World Index; Global Bonds:
The Bloomberg GlobalAgg Index, Put index refers to the BNPIRPUE index: S&P 1 Year ATM Put, 3) CTA refers
to Barclays CTA Index, 4) Paladin refers to Investcorp-Tages Paladin strategy returns and simulated / back
tested for the period before August 2018

The chart on the next page corresponds to the average monthly return of various
strategies against the worst 10th decile performance of the S&P 500 (on the left) to the
best decile (on the right) since January 2008. We have used the SocGen CTA index, SPX
1 Year put index, HFRI Macro fund index and the Paladin tail risk fund (incl. simulated /
back tested) returns for this purpose.
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Returns in up vs down markets: Monthly Returns Vs S&P 500 Deciles - Since 2008
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Source: Bloomberg, Investcorp-Tages. Past performance is not indicative, nor a guarantee, of future
results. The currency of the benchmark and strategy is USD. Paladin Inception date is 8 August 2018.
Performance results prior to July 2018 represent hypothetical historical simulated USD returns assuming
total annual costs of 1.20% and trading expenses of 0.80%; there is no guarantee that these results could
have been achieved in practice. Past performance of Tages Paladin UCITS Fund (Class B USD net of fees)
since 08 August 2018 to 30 April 2023 and performance thereafter is from a dedicated mandate following
the same strategy. The track record presented here is a composite and is not investible. For additional
details on calculation Methodology of the simulated / back tested track record, please contact
InvestorRelations@InvestcorpTages.com.

Portable Alpha - Rebalancing Bonus

One of the main benefits of a tail risk overlay is the long term pick up in returns which are
generated from systematic rebalancing's of the weight of the tail risk and the rest of the
portfolio. Through this exercise, one would reinvest potential profits of tail risk allocation
back to the main portfolio at regular intervals or whenever profits reach certain
thresholds. This reinvestment of tail risk profits would happen at the bottom or close to
the bottom of the market. The compounding effect of such benefits over medium to long
term can be quite significant. The chart below demonstrates the performance of S&P 500
as well as a portfolio consisting of 100% S&P 500 futures plus 100% Paladin strategy
since its inception. The resulting outperformance is 32% for a combination which offers
lower volatility and shallower drawdowns.

On the next page, we demonstrate a portfolio of underlying S&P 500 equity index futures
with Paladin as an “overlay” on top, with periodic rebalancing quarterly or on 10%
Paladin profits intra-quarter. Given Paladin has run at much lower volatility historically
than the S&P 500, the portfolio is constructed with a 100% allocation to S&P 500 Futures
and 100% allocated to Paladin. On rebalancing, the P/L of Paladin is added to the equity
AUM and the capitalinvested in Paladin is matched 1:1 to the capitalinvested in equities.
The portfolio has a realized beta of 0.91 to the S&P 500 based on actual results of the
underlying components since 2019. The portfolio realizes substantially shallower
drawdowns and compounds significantly higher than S&P 500 futures alone.
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Source: Bloomberg, Investcorp-Tages. Past performance is not indicative, nor a guarantee, of future
results. The currency of the benchmark and strategy is USD. Paladin Inception date is 8 August 2018.
Performance results prior to July 2018 represent hypothetical historical simulated USD returns assuming
total annual costs of 1.20% and trading expenses of 0.80%; there is no guarantee that these results could
have been achieved in practice. Past performance of Tages Paladin UCITS Fund (Class B USD net of fees)
since 08 August 2018 to 30 April 2023 and performance thereafter is from a dedicated mandate following
the same strategy. The track record presented here is a composite and is not investible. For additional
details on calculation Methodology of the simulated / back tested track record, please contact
InvestorRelations@InvestcorpTages.com.

Conclusion

Financial returns do not follow a normal distribution, and instances of tail risks have
become more frequent since 2000. Following several significant market corrections
since the financial crisis, investors are once again focusing on tail risk and seeking
strategies to reduce losses and mitigate left tails by adopting a more defensive approach.

We argue that most portfolios are inherently overexposed to equity risk, which is the
primary concern during tail risk events. Consequently, investors must structure their
portfolios to withstand the potential of a severe market drawdown, avoiding a reduction
in equity risk just as markets hit their lowest points.

Our analysis demonstrates that incorporating a hedging strategy alongside an equity
allocation, or a traditional 60/40 portfolio, can enhance risk-adjusted returns. While
investors are understandably cautious about a put-like insurance strategy that can
hinder long-term performance due to high costs when insurance is most critical, a tail-
hedge strategy that minimizes losses in an upward-trending market while delivering
substantial returns during severe market corrections can offer reassurance, allowing
investors to maintain full investment exposure.
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Important Information

The information contained herein is sourced from third parties and/or provided by Investcorp-Tages. Investcorp-Tages is the brand name under
which Tages Capital LLP (“Tages Capital’) and Investcorp Absolute Return Investments LLC (“IARI”) operate. Tages Capital is authorised and
regulated by the Financial Conduct Authority in the United Kingdom. Tages Capital is incorporated in England and Wales under registered number
0C364873 with registered office 39 St James’s Street, London, SW1A 1JD. Investcorp Absolute Return Investments LLC is registered with the U.S.
Securities and Exchange Commission under with CRD number 306860 / SEC number 801-118192 with registered office 280 Park Avenue, New
York, NY 10017.

Investcorp-Tages is a 50/50 joint venture (“JV”) between Investcorp S.A. and Tages S.p.A formed in May 2020 from merging Investcorp’s Absolute
Return Investments business (IARI) and Tages Capital, the absolute return subsidiary of Tages S.p.A. IARI is an indirect wholly owned subsidiary
of Investcorp S.A. organized in 1996, and Tages Capital is an indirect wholly owned subsidiary of Tages S.p.A organized in 2011. IARI provides
investment management (“IM”) services to accounts that prior to the JV were clients of each of Investcorp Investment Advisers LLC and Investcorp
Investment Advisers Limited, each an indirect wholly owned subsidiary of Investcorp S.A. Similarly, Tages Capital will continue to provide IM
services to accounts that prior to the JV were existing clients of Tages Capital.

This is a marketing document. This white paper represent the views of the strategy manager which are based on certain assumptions and the
analysis of information available at the time this letter was prepared. Any opinions, estimates and projections are subject to change without notice.
There is no representation, warranty or other assurance that any projections contained herein this letter will be realized.

If you wish to invest in a specific investment or product managed by Investcorp-Tages you should refer to the risk warnings in the relevant prospectus
for that product or investment. Information and details of such investments, managers or their products or laws or circumstances may change, and
it is the requirement of any investor or those making or considering to make such investments that they conduct due diligence on any and all
investments made or considered. All investments should be made with discretionary capital set aside strictly for speculative purposes.

This is a financial promotion. Without limitation, this document does not constitute investment advice and does not constitute an offer or
recommendation to buy or sell an investment. This document should not be relied upon as including sufficient information to support an investment
decision. Prospective investors should seek professional advice before making any investment decision. This communication and any investment
or service to which this material may relate is exclusively intended for persons who are Professional Clients or Eligible Counterparties for the
purposes of the FCA Rules.

Past performance (whether real or proxy) should not be viewed as a guide to future performance. Investment and/or products described herein
carries the risk of potential total loss of capital. Alternative Investment fund investments are speculative in nature and involve a high degree of risk.
There can be no assurance that a fund’s investment objectives will be achieved, and investment results may vary substantially over time.
Investments in alternative investment funds are not intended to be a complete investment program for any investor. There is no secondary market
for an investor’s interest in alternative investment funds and none is expected to develop. Alternative Investment funds are generally not registered
under the Investment Company Act of 1940 and accordingly are not extensively regulated. Opportunities for redemption and transferability of
interests are restricted, so investors may not have access to capital when it is needed. Leverage may be employed in these funds, which can make
investment performance volatile. Valuation of the securities in alternative investment funds may involve uncertainties and the exercise of judgment
and could adversely affect the value of any investment in hedge funds. An investor should not make an investment in hedge funds unless the
investor is prepared to lose all or a substantial portion of its investment. The value of your investments and the income received from them can fall
as well as rise. You may not get back the amount you invested. The Paladin strategy is designed to be uncorrelated with broader markets and offer
protection against sharp dislocations in global equity and bond markets. As a result, it may be at risk of underperformance during both benign and
strong market conditions.

Certain information contained herein may constitute forward-looking statements which, owing to various risks and uncertainties, could result in
actual events or results or the actual performance of an investment differing materially from those reflected or contemplated in such forward-looking
statements. This document is being provided on a confidential basis and is for informational purposes only.

The scenarios presented are an estimate of future performance based on evidence from the past on how the value of this investment varies, and/or
current market conditions and are not an exact indicator. What you will get will vary depending on how the market performs and how long you keep
the investment. Future performance is subject to taxation which depends on the personal situation of each investor and which may change in the
future. Investment may lead to a financial loss if no guarantee on the capital is in place. The Fund does not employ or provide any guarantee on
capital. Forecasts are not a reliable indicator of future performance. Hypothetical Performance- In considering the hypothetical performance
information contained herein, prospective investors should bear in mind that this is neither the performance of an actual account managed by
Investcorp-Tages nor a guarantee of, nor necessarily indicative of, future results. There can be no assurance that the Paladin Strategy will achieve
comparable results, that hypothetical returns will be met or that the strategy will achieve its investment objectives. Actual gross and net returns for
the Paladin Strategy may vary significantly from the target returns set forth herein. Consequently, any target returns included herein have been
prepared for illustrative purposes only and should not be relied upon in making any investment decision.

Hypothetical performance for the Paladin Strategy has been derived from backtest and cost assumptions as stated on slide 17. However, there can
be no assurance that such assumptions will prove to be accurate, and actual realized returns and performance will depend on, among other factors,
interest rates, economic and market conditions, and any related transaction costs and the timing of purchase or sale, all of which may differ from
the assumptions on which these projections are based. Therefore, actual results achieved may vary significantly from the target returns and
performance, and the variations may be material.

Position Reviews represent the views of the Investment team and are based on certain assumptions and the analysis of information available at
the time this letter was prepared. Any opinions, estimates and projections are subject to change without notice. There is no representation, warranty
or other assurance that any projections contained herein this letter will be realized.

Simulated net performance details can be provided on request. Unlike the results shown in an actual performance record, the figures provided here
do not represent actual performance and are back tested. Performance figures are calculated through the application of the strategy on historical
market data. Hypothetical performance has many inherent limitations. One of the limitations of such performance is that results are generally
prepared with the benefit of hindsight, No representation is being made that any investment will or is likely to achieve profits or losses similar to
those shown. In addition, hypothetical trading does not involve financial risk and cannot account for the impact of financial risk in actual trading.
There are frequently significant differences between such performance and the actual results subsequently achieved by any investment strategy.

Limitations of back-testing - Back-testing uses historical data to test the viability of a particular investment strategy, and attempts to indicate how a
product constructed with the benefit of hindsight would have performed during a certain period in the past if the product had been in existence
during that time. Specifically, back-tested results are hypothetical and do not reflect actual trading or the effect of material economic and market
factors on the investment process, and back-testing does not place any client money at risk. Based on criteria applied retroactively with the benefit
of hindsight and knowledge of factors that may have positively affected the results of the portfolio, back-tested results cannot account for all financial
risk or other market factors that may affect the actual performance of this portfolio. Since trades have not actually been executed, results may have
under- or over-compensated for the impact, if any, of certain market factors, such as the effect of limited trading liquidity, and may not reflect the
impact that certain economic or market factors may have had on the investment process. Further, back-testing carries the additional risk that the
security selection and portfolio construction processes have been overfitted or adjusted to maximize past hypothetical returns in order to present
the investment strategy in a favorable light. Actual performance in a client account could thus differ significantly from back-tested performance.
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