March To Madness "=

elcome to the first installment of the Little Harbor Advisors (LHA) March to Madness. In
this issue, we intend to lay out the framework for our argument that the US Equity market
is in the midst of a bubble that we believe will — like bubbles do — end badly.

Before | get into the market discussion, I'd like to briefly introduce LHA, as well as myself,
with the hopes of providing some important context to the sources of the arguments to follow in
coming weeks. LHA is an outgrowth of a family office which focused exclusively on investments in
alternatives including private equity, hedge funds and CTAs dating back to 2004. LHA registered with
the SEC as an investment adviser in 2012 and has become a leading provider of tactical ETFs within
equities, fixed income and volatility, along with pursuing a family of private hedge funds.

Perhaps more pertinent to this discussion, in 2007, the principals of LHA recognized that the US
equity market had reached a level of speculation and fragility sufficient to launch the Short Alpha
Composite (SAC) strategy, consisting of a stable of proven dedicated short managers, with an eye
towards capitalizing on what the principals at the time felt would be the inevitable

unwinding of that bubble environment. After delivering a favorable outcome to
the investors, SAC was later closed.

Over seventeen-years later, LHA has made the same call and will be allocating ' Y
to five dedicated short sub-advisors with a total of eight portfolio managers !____
in the Short Alpha Composite Il strategy (SAC II). These dedicated short PMs

currently manage over $750 million in AUM in their own portfolios and SAC ’ ‘

[l can be accessed by institutional investors in a Delaware LP, an institutional f
managed account or, if required, in an offshore master-feeder structure.

SAC Il will be managed by several well-known seasoned short investment LUNDGREN
managers including Mike Wilkins, Parker Quillan, Nate Kopicoff, Frank Teixeira,
Mike and Matt Thompson and of course by me, Dave Lundgren. This cohort is

differentiated in terms of style, capitalization, exposure modulation, sector rotation, etc. and consists
of four dedicated short sub-strategies (3 fundamental and 1 technical), and a volatility overlay.

| joined LHA in March of 2022 after a wonderful 13-year career at Wellington Management in Boston,
Ma., where | was Managing Director, Portfolio Manager, and Director of Technical Research. My journey
into the capital markets began in 1989 after graduating college in 1988, and through more than 35
years in this business, | have enjoyed front row seats to some of the most explosive bull markets and
destructive bear markets in history.
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Although the seat | occupied was different during each cycle, including as a senior analyst on the
storied Technical Research team at Fidelity Investments in Boston, a founding partner of long/short
equity hedge fund Lyceum Capital, and of course Wellington Management, the cycles always rhymed.
While the details are understandably very different from one bubble environment to the next, the
main ingredients are eerily similar, including macro drivers (i.e., excess liquidity, a highly disruptive
new technology, ill-timed deregulation, etc.), extreme valuations, and a fragile market structure
underpinning all of it.

Thankfully, due to a rigorous grounding in the principles of trend following and momentum investing, | can
happily report that | have managed to help clients and investors to either largely steer clear of or profit
from the dot.com bubble bursting, the Global Financial Crisis, the COVID crisis, and the 2022 bear market.

For over a year, the LHA team has been discussing the increasingly speculative equity environment
as evidenced by index concentration and associated divergence in valuation between the big tech
companies and the rest of the S&P 500 and the explosion of foreign investment in US equities. All this
despite the uncertainty of trade wars and the attendant disruption of the supply chain, continuing
inflation, and a weakening of the labor market. Of course, the “exuberance” associated with the
mainstream introduction of large language models such as ChatGPT in 2023 has been a driving force
behind, in our view, this bubble.

While we grew increasingly concerned, we knew that bubbles unfold over several years, and that the
time to implement defensive strategies would only be when the underpinnings of market structure
reached a fragile enough state. We believe we have arrived at that point.

In future March to Madness (MTM) updates, we plan to flush out our arguments for why we believe
we are in a bubble, where we believe we are in that process, and most importantly, why we believe
the time to act has come.

We will also dedicate some space in future MTMs introducing readers to each of the portfolio managers
in SAC Il, how they view the environment through their distinctive lenses, showcasing some of the
short opportunities they have identified in their framework.

This first March to Madness is provided without registration in the hopes that you will find research and
commentary on what we believe may be a gathering storm as valuable for your purposes as we do for ours.

____-"'
David Lundgren, CMT CFA To continue receiving
Portfolio Manager March to Madness commentary

LHA MOTR Long Short Strategy

Little Harbor Advisors, LLC simply click HERE.

Disclosure: Investing involves risk, including the possible loss of principal. This information is provided for informational purposes only and does not involve the
rendering of investment advice. This is not an offer to sell or a solicitation of an offer to buy an interest in any investment fund, instrument, or financial product, or for
the provision of any investment management or advisory services. Recipients should not rely on this material in making any future investment decision. This information
should not be regarded as a complete analysis of the subjects discussed. Little Harbor Advisors, LLC (LHA) makes no representation that any strategy would be
appropriate for any particular investor. All expressions of opinion reflect the current view of LHA as of the date of the original use of this information and are subject
to change. While LHA uses reasonable efforts to obtain information from reliable sources, it makes no representation or warranty as to the accuracy, reliability, or
completeness of any information prepared by another party.

Please refer to a fund’s Prospectus and related documents (the “Offering Material”’) for important information, including the product’s investment objectives,
risks, charges, and expenses. Read and consider the Offering Material carefully before investing. You may obtain a hard copy of Offering Materials by calling Little
Harbor Advisors, LLC at 781.639.3000 (ext. 147). For more information about Little Harbor Advisors, LLC (LHA) and its investment strategies, please visit the firm’s
website at https.//www.littleharboradvisors.com. Investing involves risk. Principal loss is possible.

LITTLE HARBOR America’s Cup Building, 30 Doaks Lane, Marblehead, MA 01945

ADVISORS. LLC T: 781.639.3000 F: 781.639.8549 www.littleharboradvisors.com



https://www.littleharboradvisors.com.
https://www.littleharboradvisors.com/march-to-madness/
https://www.littleharboradvisors.com

