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Fund Highlights
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• 3-year Morningstar 5-star rating

• 5-year Morningstar 4-star rating

• 2020 YTD performance – 13th percentile

• 3-year performance – 19th percentile

• 5-year performance – 23rd percentile

• Standard deviation of 6.1% vs S&P 500 at 15.1%

• 3-year Sharpe Ratio of 0.87 vs. 0.18 category average

• 3-year Sortino Ratio of 1.29 vs. 0.23 category average 

• 3-year downside capture ratio of 23% compared to 62% 
category average

• 3-year beta: 0.32

*Data as of 9/30/2020. This is an actively managed dynamic portfolio. There is no guarantee that any investment (or this investment) will achieve 
its objectives, goals, generate positive returns, or avoid losses. Category refers to Morningstar Options-based category. 

As of 09/30/2020
65 Funds in Category
Category: Options-based
Overall Morningstar Rating™ for a fund is derived 
from a weighted average of the performance 
figures associated with its three-, five-, and 10-
year (if applicable) Morningstar Rating metrics.

Morningstar’s quantitative fund ratings consist of: (i) 
Morningstar Quantitative Rating (overall score), (ii) 
Quantitative Parent pillar, (iii) Quantitative People pillar, 
and (iv) Quantitative Process pillar (collectively the 
“Quantitative Fund Ratings”). The Quantitative Fund 
Ratings are calculated monthly and derived from the 
analyst-driven ratings of a fund’s peers as determined 
by statistical algorithms. Morningstar, Inc. calculates 
Quantitative Fund Ratings for funds when an analyst 
rating does not exist as part of its qualitative coverage.



Executive Summary

• The Fund is a hedged equity, outcome-oriented fund designed to produce a 
favorable risk reward profile over time.

• The Fund employs an options strategy that seeks to participate in equity 
markets with less risk.

• Seeks to improve asset allocation characteristics by managing both volatility 
and correlation in equity market declines.

• Seeks reduced risk of large drawdowns through a systematic put strategy.

• Conservative equity solution to help investors uncomfortable with volatility, 
get and stay invested.

• Offers potential for lower volatility and better risk-adjusted results than 
long-only equities.

• The primary investment objective of the Portfolio is capital appreciation.
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There is no assurance that the fund will achieve its investment objective.  



Key Technical Features

• The Fund sells short duration S&P calls with a target expiry of 4 weeks 
or less. Calls are sold to manage both the position Delta (participation 
exposure) and carry cost. The Fund does not sell calls against 30% of its 
underlying exposure and seeks to target a participation rate of 40-60%.

• The Fund defends downside by sizing its S&P put spread position to 
150% of notional equity exposure. The put protection starts defending 
early and aggressively, focused primarily on drawdowns between 2% 
and 7% (nearly two standard deviations) in any given month. The put 
protection strategy deploys multiple tranches and targets duration of 4-
6 weeks. The strategy is designed to over-defend and harvest profits in 
short term market declines.

• The Fund’s structure often allows the portfolio manager to buy Delta 
(harvest hedging profits) during market downturns and ingrains a 
natural sell (through call sales) as the market rallies. This translates into 
a tendency to “buy low – sell high”.
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There is no assurance that the fund will achieve its investment objective.  



Impact of Drawdowns 
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13 of the last 20 years were spent in a drawdown/recovery state despite the longest bull 
market in history.

The index shown are for informational purposes only and are not reflective of any investment.   As it is not possible to invest in the index, the data shown does not reflect or compare features of an 
actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features.  Past performance is no guarantee of future 
results.

Do Investors Have Time to Recover?
S&P 500 TR (10/1/2000 – 9/30/2020)



Volatility Can Lead to Opportunities
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More volatility offers increased monetization opportunities
2020 is on pace to be the most volatile year since 2009

Source: Yahoo Finance. All data as of 9/30/2020. The index shown are for informational purposes only and are not reflective of any investment. As it is not possible to invest in the index, the 
data shown does not reflect or compare features of an actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, 
or tax features. Past performance is no guarantee of future results.  
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Downside Protection – March 2020
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S&P 500 = – 12.4%
JDIEX =  – 4.9%

8% of outperformance
39% downside capture

Source: Morningstar Direct. All data as of 9/30/2020. Past performance does not guarantee future results. As it is not possible to invest in the index, the data shown does not reflect or compare features 
of an actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features. 



Downside Protection –August 2019
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S&P 500 = – 1.6%
JDIEX = 0.9%

3% of outperformance
-55% downside capture

Source: Morningstar Direct. All data as of 9/30/2020. Past performance does not guarantee future results. As it is not possible to invest in the index, the data shown does not reflect or compare features 
of an actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features. 



Downside Protection – May 2019
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S&P 500 =  – 6.4%
JDIEX = – 1.8%

5% of outperformance
29% downside capture

Source: Morningstar Direct. All data as of 9/30/2020. Past performance does not guarantee future results. As it is not possible to invest in the index, the data shown does not reflect or compare features 
of an actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features. 



Downside Protection – 2018
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S&P 500 =  – 4.4%
JDIEX = 1.5%

6% of outperformance
21% downside capture 

Source: Morningstar Direct. All data as of 9/30/2020. Past performance does not guarantee future results. As it is not possible to invest in the index, the data shown does not reflect or compare features 
of an actual investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features. 
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Will Investors Stay on Course Through Recoveries?

The recovery from 2008 took 4+ years and had 6 periods of additional drawdowns 

The index shown is for informational purposes only and are not reflective of any investment. As it is not possible to invest in the index, the data shown does not reflect or compare features of an actual 
investment, such as its objectives, costs and expenses, liquidity, safety, guarantees or insurance, fluctuation of principal or return, or tax features. Past performance is no guarantee of future results. 
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The Fallacy of Market Returns

?

Investment loss Return needed to

breakeven

-5% +5.3%

-10% +11%

-20% +25%

-30% +43%

-40% +67%

-50% +100%

-60% +150%

-70% +233%

It takes greater returns to get back to break-even points

*For illustration purposes only. 



Investment Process Overview 

Underlying 
Portfolio

• Long exposure to S&P 
500 via ETFs

Options Hedging 
Strategy

• Systematic, short-term, 
laddered, put option 
spreads, seeking to 
reduce downside risk

• Portfolio leverage 
capability can extend 
long equity exposure to 
130%

Managed Risk 
Domestic Equity 

Fund

• Protected participation 
in equity 

• Conservative equity 
strategy that historically 
has provided less than 
half the volatility and 
beta of the S&P 500

• Historically has 
delivered a downside 
capture of 
approximately 29%

Market Volatility 
Adjustment 

•Adjust protection length 
to reflect current market 
volatility

•Typically resets monthly

•Has been reset as 
quickly as 3 days in 
extremely volatile 
environments
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This is an actively managed dynamic portfolio. There is no guarantee that any investment (or this investment) will achieve its objectives, goals, generate positive returns, or avoid losses.

Seeks to Protect and Participate



The Need for Hedged Equity in Portfolios
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A Tale of Two Retirements from 2000-2020

• Client A and Client B each make hypothetical investments of $1,000,000 into retirement portfolios that replicate the S&P 500 
Index, on January 1st, 2000 at age 65.

• Both take monthly withdrawals totaling $40,000/yr., but Client A employs a hedged equity strategy that limits market downside to 
25% while capturing 35% of the market upside. 

Investments cannot be made in an index. Unmanaged index returns do not reflect any fees, expenses or sales charges. Past performance is no guarantee of future results. For illustrative purposes only 
and not meant to represent the Fund.   

CLIENT A
Hedged Portfolio 
$1,209,454

CLIENT B
Passive Portfolio 
$475,806



The Need for Hedged Equity in Portfolios
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A Tale of Two Retirements: 

An investment portfolio that captures 
only 35% of market upside but limits 
drawdowns to 25% may provide superior 
outcomes, especially for investors taking 
systematic withdrawals.

• Both investors enjoy the steady income their portfolios 
provide; a cumulative $800,000 each after 20 years. 

• However, Client A’s long-only approach exposed his 
portfolio to more than one severe market downturn 
which exacerbated the decline in his portfolio value. 
Fearful that he might run out of money in retirement, he 
considered pulling his account more than once.

Time period used is 1.1.2000 to 4.1.2020.  Investments cannot be made in an index. Unmanaged index returns do not reflect any fees, expenses or sales charges.  Past performance is no guarantee of 
future results.  For illustrative purposes and not meant to represent the Fund. 

$800,000 $800,000 Total Withdrawals

Withdrawals + Ending Acct Value $2,009,454 $1,275,806

Age
Client B
Passive

Client A
Hedged

66 $940,974 $1,007,155 

67 $739,631 $966,926 

68 $524,142 $905,679 

69 $646,820 $980,302 

70 $633,942 $985,581 

71 $644,831 $1,002,165 

72 $681,213 $1,026,737 

73 $615,466 $1,014,227 

74 $339,495 $884,993 

75 $396,408 $958,250 

76 $429,773 $1,011,740 

77 $397,537 $1,012,055 

78 $411,002 $1,037,875 

79 $446,358 $1,080,738 

80 $458,825 $1,102,423 

81 $408,289 $1,087,557 

82 $436,757 $1,122,065 

83 $495,992 $1,176,185 

84 $435,260 $1,157,941 

85 $475,806 $1,209,454 



Why Managed Risk Domestic Equity?

• Purpose-built strategy that seeks to provide limited drawdowns during 
significant equity market downturns.

• Low volatility exposure to S&P 500.

• Low correlation to fixed income, yet buffers like fixed income.

• Distinct hedging structure designed to provide potentially less downside 
risk and volatility during falling markets.

• Aims to provide low-to-negative correlation during market drawdowns.

• Highly adaptable to changing volatility (VIX) levels via short-term 
laddered put options.
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This is an actively managed dynamic portfolio. There is no guarantee that any investment (or this investment) will achieve its objectives, goals, generate positive returns, or avoid losses.



Down Capture Ratio vs. Category
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Source: Morningstar Direct. All data as of 9/30/2020. Past performance does not guarantee future results. Investments cannot be made in an index. Unmanaged index returns do not reflect any 
fees, expenses or sales charges.  
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Maximum Drawdown by Category
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Source: Morningstar Direct; All data as of 9/30/2020. Past performance does not guarantee future results. You can not invest in an index.



Category Performance
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Source: Morningstar Direct; All data as of 9/30/2020. Past performance does not guarantee future results. You can not invest in an index.



Risk / Return Profile
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Source: Morningstar Direct; All data as of 9/30/2020. Past performance does not guarantee future results. You can not invest in an index.



Fund Performance – September 30, 2020
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*https://ycharts.com/dashboard/

Source: Morningstar Direct. 1 Inception date for I Shares is 8/3/2015. Total return for all periods less than one year is an aggregate number 
(not annualized and is based on the change in net asset value plus the reinvestment of all income dividends and capital gains distributions. 
The investment return and principal value of an investment will fluctuate, so that shares when redeemed may be worth more or less than 
their original cost. Investors cannot invest directly into an index. The Fund’s management has contractually waived a portion of its 
management fees until December 31, 2020 for I, A, and C Shares. The performance shown reflects the waivers without which the 
performance would have been lower. Total annual operating expenses before the expense reduction/reimbursement are 2.08% for I
Shares, 2.31% for A Shares, and 3.05% for C Shares; total annual operating expenses after the expense reduction/reimbursement are 
2.11% for I Shares, 1.92% for A Shares, and 3.05% for C Shares. 5.75% is the maximum sales charge on purchases of A shares. For 
performance information current to the most recent month-end, please call 888.814.8180.

Share Class YTD 1-Year 3-Year 5-Year
Since 

Inception1

I Share 4.90% 6.38% 6.85% 6.26% 4.91%

Morningstar Options-based Category 0.36% 3.90% 2.91% 4.26% -

S&P 500 5.57% 15.15% 12.28% 14.15% 11.75%

The Fund’s investment adviser has contractually agreed to reduce and/or absorb expenses until at least December 31, 2020 for I, A, and C Shares, to ensure that net annual 
operating expenses of the fund will not exceed 1.79% for I Shares, 1.99% for A Shares, and 3.00% for C Shares, subject to possible recoupment from the Fund in future years.

https://ycharts.com/dashboard/


Appendix
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Investment Team: EAB Investment Advisors
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Ed Boll, CEO
Prior to forming EAB Investment Group, Mr. Boll was co-founder of DC Trading Partners, LLC in 2005. DC focused on volatility correlation, 
dispersion, event trading, and ETF arbitrage. DC developed proprietary trading methods, analytics, and market making algorithms. Mr. Boll 
spent 3 years with the Goldman Sachs SLK-Hull Derivatives Group. There he was the portfolio risk manager for the internet, hardware, 
media, mining, telecom, and energy sectors. He also managed and developed SLK-Hull's proprietary risk portfolio. Previously, Mr. Boll 
spent 10 years with TFM Investment Group. In 1995, he created and managed TFM's American Stock Exchange options specialist unit and 
ETF arbitrage group, as well as serving on TFM's Senior Risk Strategy Committee.

Jim Ryan, CIO
Prior to joining EAB Investment Group, Mr. Ryan co-founded RB Derivatives LP in 2006. RB Derivatives was involved in mean reversion 
equity trading and earnings event arbitrage. At RB, Mr. Ryan developed proprietary algorithms based on quantitative research and
automated the execution through proprietary software. Previously, Mr. Ryan co-founded Heard Trading, LLC in 1990. Heard was a 
Philadelphia based proprietary trading firm specializing in volatility arbitrage in index and equity options. Mr. Ryan was responsible for firm 
wide risk and business development. Through Mr. Ryan’s leadership, the firm grew to 60 employees and expanded to San Francisco, 
Chicago and New York.

Bill Visconto, CFO/COO
Prior to joining EAB Investment Group, Mr. Visconto was head volatility trader at McGowan Investors LLC. His responsibilities were to 
implement the firm’s strategy in the volatility arbitrage space and deploy the firm's capital to maximize returns. Before joining McGowan, 
Mr. Visconto was co-founder of Volare Capital, a hedge fund that pursued statistical/ volatility arbitrage strategies in index and single stock 
options.

Arnim S. Holzer, Global Macro Strategist, Client Portfolio Manager, and Founder of the EAB Correlation Defense Index-CDIϰ
Arnim has served as Chief Investment Officer, Strategist, Portfolio Manager, and Client Service and Marketing executive at several firms 
over the past 30 years. Prior to joining EAB Mr. Holzer founded a tail risk consulting firm, ASH Strategy, LLC, where he developed a novel 
multi asset hedging approach for institutional, high net worth, and family office investors. For 6 years he managed or served as senior 
strategist on multi asset funds or strategies at Deutsche Asset management and Scudder. While at Deutsche he was the portfolio manager 
on approximately $3 billion of assets in domestic and offshore multi-asset funds. He has over 30 years of global macro and multi asset 
experience.



Definitions

• Beta: Beta is a measure of the volatility—or systematic risk—of a security or portfolio compared to the market as a whole.

• Delta: Delta is the ratio that compares the change in the price of an asset, usually marketable securities, to the corresponding change in the price of 
its derivative.

• Downside Deviation: Downside deviation is a measure of downside risk that focuses on returns that fall below a minimum threshold or minimum acceptable 
return (MAR). It is used in the calculation of the Sortino Ratio, a measure of risk-adjusted return.

• Down Capture Ratio: The down-market capture ratio is a statistical measure of an investment manager's overall performance in down-markets. It is used to 
evaluate how well an investment manager performed relative to an index during periods when that index has dropped. The ratio is calculated by dividing the 
manager's returns by the returns of the index during the down-market and multiplying that factor by 100.

• Drawdown: The peak-to-trough decline during a specific recorded period of an investment, fund or commodity.  

• S&P 500 Index: An index of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P 500 is designed to be a leading 
indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe.

• Sharpe Ratio: A measure for calculating risk-adjusted return, it is the average return earned in excess of the risk-free rate per unit of volatility or total risk. 
Generally, the greater the value of the Sharpe ratio, the more attractive the risk-adjusted return.

• Sortino Ratio: A variation of the Sharpe ratio that differentiates harmful volatility from total overall volatility by using the asset's standard deviation of negative 
portfolio returns, called downside deviation, instead of the total standard deviation of portfolio returns.

• Standard Deviation: Measures historic volatility and is the measure of the dispersion of a set of data from its mean. The more volatile the data, the higher the 
deviation. 

• Up Capture Ratio: The up-capture ratio is a statistical measure of an investment manager's overall performance in up-markets. It is used to evaluate how 
well an investment manager performed relative to an index during periods when that index has risen. The ratio is calculated by dividing the manager's returns 
by the returns of the index during the up-market and multiplying that factor by 100.

• VIX: Created by the Chicago Board Options Exchange (CBOE), the Volatility Index, or VIX, is a real-time market index that represents the market's expectation 
of 30-day forward-looking volatility. Derived from the price inputs of the S&P 500 index options, it provides a measure of market risk and investors' sentiments. 
It is also known by other names like "Fear Gauge" or "Fear Index." Investors, research analysts and portfolio managers look to VIX values as a way to 
measure market risk, fear and stress before they take investment decisions.
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Morningstar Category Definitions

• Morningstar Options-Based: Option writing funds aim to generate a significant portion of their returns from the collection of premiums on options contracts
sold. This category includes covered call strategies, put writing strategies, as well as options strategies that target returns primarily from contract premiums. In 
addition, option writing funds may seek to generate a portion of their returns, either indirectly or directly, from the volatility risk premium associated with 
options trading strategies.

• Morningstar Long-Short Equity: Long-short portfolios hold sizeable stakes in both long and short positions in equities and related derivatives. Some funds that
fall into this category will shift their exposure to long and short positions depending on their macro outlook or the opportunities they uncover through bottom-
up research. Some funds may simply hedge long stock positions through exchange traded funds or derivatives. At least 75% of the assets are in equity 
securities or derivatives.

• Morningstar Managed Futures: These funds primarily trade liquid global futures, options, swaps, and foreign exchange contracts, both listed and over-the-
counter. A majority of these funds follow trend-following, price-momentum strategies. Other strategies included in this category are systematic mean 
reversion, discretionary global macro strategies, commodity index tracking, and other futures strategies. More than 60% of the fund's exposure is invested 
through derivative securities. These funds obtain exposure primarily through derivatives; the holdings are largely cash instruments.

• Morningstar Tactical Allocation: Tactical Allocation portfolios seek to provide capital appreciation and income by actively shifting allocations across 
investments. These portfolios have material shifts across equity regions, and bond sectors on a frequent basis. To qualify for the tactical allocation category, 
the fund must have minimum exposures of 10% in bonds and 20% in equity. Next, the fund must historically demonstrate material shifts in sector or regional 
allocations either through a gradual shift over three years or through a series of material shifts on a quarterly basis. Within a three-year period, typically the 
average quarterly changes between equity regions and bond sectors exceeds 15% or the difference between the maximum and minimum exposure to a single 
equity region or bond sector exceeds 50%.

• Morningstar Multialternative: These funds offer investors exposure to several different alternative investment tactics. Funds in this category have a majority 
of their assets exposed to alternative strategies. An investor’s exposure to different tactics may change slightly over time in response to market movements. 
Funds in this category include both funds with static allocations to alternative strategies and funds tactically allocating among alternative strategies and asset 
classes. The gross short exposure is greater than 20%.  
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Risks

There is no assurance that the portfolio will achieve its investment objective. The Portfolio share price will fluctuate with changes in the 
market value of its portfolio investments. Mutual Funds involve risk including possible loss of principal.  Leveraging investments, by 
purchasing securities with borrowed money, is a speculative technique that increases investment risk while increasing investment
opportunity. Derivatives may be volatile, and some derivatives have the potential for loss that is greater than the Portfolio’s initial 
investment. If the Portfolio sells a put option, there is risk that the Portfolio may be required to buy the underlying investment at a 
disadvantageous price. If the Portfolio sells a call option, there is risk that the Portfolio may be required to sell the underlying 
investment at a disadvantageous price.  Shares of ETFs have many of the same risks as direct investments in common stocks or 
bonds. Because a large percentage of the Portfolio’s assets may be invested in a limited number of issuers, a change in the value of one 
or a few issuers’ securities will affect the value of the Portfolio more than would occur in a diversified fund.

James Alpha Advisors, LLC serves as the Advisor to the James Alpha family of mutual funds and related portfolios. James Alpha Advisors 
is a related entity to James Alpha Management, LLC, a New York based SEC-registered investment advisor which invests in emerging
managers and their hedge fund and/or mutual funds. Their form ADV can be found at www.adviserinfo.sec.gov. Please consider the 
charges, risks, expenses and investment objectives carefully before investing. Please see a private placement memorandum (PPM), 
prospectus, or if available, a summary prospectus containing this and other important information. Read it carefully before you invest 
or send money. Mutual Funds are distributed by Northern Lights Distributors, LLC. Hedge Funds are distributed by FDX Capital LLC. Both 
are members of FINRA and SIPC.

Past performance is not a guarantee nor a reliable indicator of future results. As with any investment, there are risks. There is no 
assurance that any portfolio will achieve its investment objective. Mutual funds involve risk, including possible loss of principal. 
Investors should carefully consider the investment objectives, risks, charges and expenses of the Fund. This and other information is 
contained in the Fund’s prospectus, which can be obtained by calling (888) 814-8180 and should be read carefully before investing. The 
Saratoga Advantage Trust’s Funds, including all of the James Alpha funds, are distributed by Northern Lights Distributors, LLC. 11/11 © 
Saratoga Capital Management, LLC; All Rights Reserved. Saratoga Capital Management LLC, James Alpha Advisors, LLC, EAB Investment 
Group, LLC, FDX Capital LLC, are not affiliated with Northern Lights Distributors LLC.
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http://www.finra.org/
https://www.sipc.org/


Disclosures 

To purchase Fund shares or obtain updated performance information and Fund literature, contact your Financial 
Advisor or the Fund at 888.814.8180. Additional information may be found at www.JamesAlphaAdvisors.com or 
www.SaratogaCap.com.

© 2020 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its 
content providers; (2) may not be copied or distributed; and (3) 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 is no guarantee of future results.

The Morningstar Rating TM for funds, or "star rating", is calculated for managed products (including mutual funds, 
variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with 
at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered a single population 
for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for 
variation in a managed product's monthly excess performance, placing more emphasis on downward variations and 
rewarding consistent performance. The Morningstar Rating does not include any adjustment for sales loads. The top 
10% of products in each product category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, 
the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The Overall Morningstar Rating for a managed 
product is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if 
applicable) Morningstar Rating metrics.

Morningstar Rating is for the I share class only; other classes may have different performance characteristics.

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Fund. This and other 
important information about the Fund is contained in the prospectus, which can be obtained by calling 888.814.8180 
and should be read carefully before investing.

The Saratoga Advantage Trust’s Funds, including all of the James Alpha funds, are distributed by Northern Lights 
Distributors, LLC. 11/11 © Saratoga Capital Management, LLC; All Rights Reserved. Saratoga Capital Management LLC, 
James Alpha Advisors, LLC, EAB Investment Group, LLC, FDX Capital LLC, are not affiliated with Northern Lights 
Distributors LLC.
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