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INSIGHT, UNDERSTANDING AND PERFORMANCE

TradeEQ'’s Trading Equation Reports contain a set of unique, quantitative measures which help
investment managers and traders identify ways to improve their performance.

Our proprietary Efficiency analysis produces a unique, rankable measure of manager ability that
allows fund selectors, fiduciaries and ClOs see right to the heart of the question of skill.

KEY FEATURES

TradeEQ analysis runs on either an absolute return basis or on an excess return, benchmark
relative weight basis. The reports are valuable for holding periods ranging from months down to
the very short term. All active strategies, from traditional, long only funds to hedge funds and
short term traders can derive insights and performance improving ideas.

SUCCESS RATES AND PAYOFF RATIOS

Success and Payoff are two key drivers of expected return. Trading Equation Reports measure
these quantitatively: through time and across different security groups and manager behaviour

types.

PREDICTED AND ACHIEVED RETURNS

The reports quantify the value added or subtracted through position size variation relative to the
return on the pure forecast embedded in an active position.

RETURN TRACE ANALYSIS

Examining the typical price movements of securities in the period prior to and following position
initiation and prior to and following position closing highlights ways to adjust timing and sizing to
improve returns.

POSITION SIZING ANALYIS

The reports show how managers build their positions through time and how these size profiles
interact with the average return traces of their investment ideas.

EFFICIENCY ANALYSIS

A proprietary set of measurements reveals how well timed entries and exits are relative to the
best available entry and exit points. Our cross sectional efficiency measure examines, through
Monte Carlo simulation, the degree of skill present in the selection of specific securities from the
available universe subject to user defined constraints. For the first time skill is measurable in a
definitive, objective way with known statistical significance. Skill can be compared between
managers for selection and allocation purposes and within different security groups and behav-
iour types to help individual managers improve performance.

SKEW ANALYSIS

Another set of proprietary metrics measure precisely where, within the distribution of individual
returns, total return is coming from. This gives allocators a unique measure of style and
individual managers the ability to identify the characteristics of the positions that matter most to
total return.

These are just a small selection of the measures used by TradeEQ to help investors and traders
identify the differences that make a difference, bringing insight, understanding and improved
bottom line performance.

Finding the difference that makes a difference
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