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In this commentary, Victor Sperandeo briefly examines the relationship between the Trader Vic
Index® (the TVI®) and the non‐seasonally adjusted Consumer Price Index (CPI) over the period
from 1985‐March 31, 2013. The “official” track record of the TVI® begins in 2009. However, in
order to facilitate comparison over a longer period, this study utilizes the “Simulated TVI®” prior
to June 3, 2009, which is based on the retrospective application of the Simulated TVI® to past
price histories over the entire period. As a result, this commentary makes use of simulated
statistical information prior to June 3, 2009, which has inherent limitations. See “Certain Risk
Factors & Disclosures” for an explanation of differences between the Simulated TVI® and the
official track records of the TVI®, as well as additional important disclosures.
When you examine and compare the attached simulated 12‐month rolling period charts of the
Simulated TVI®/TVI® TR and the Consumer Price Index (non‐seasonally adjusted), one of the
first things you will notice is the apparent correlation between the two over the periods
indicated. This is especially noticeable when comparing peaks and troughs over such periods:
while the Simulated TVI®/TVI® and CPI do not change direction at exactly the same time, they
moved in conjunction with each other quite often.
Without further consideration, this might appear to present an expected and obvious
relationship. However, you need to remember that the TVI® is not a simple “Long‐Only”
commodity index, which would be expected to go up as prices rise and drop as prices fall.
Instead, the TVI® is a “Long/Short” index of commodities (except the Energy sector which is
positioned long or flat but never short), currencies, and debt instruments designed to reflect
sustained price trends within those futures components.
With that in mind, you might find the apparently strong correlation over 12‐month rolling
periods to be puzzling. But further investigation shows, in my view, that the apparent
relationship has a logical basis. The TVI® is designed to perform best in environments
experiencing sustained price trends over the intermediate term. The duration of price trends in
the TVI® markets is strongly influenced by the extent and duration of inflationary periods. Most
importantly, these price trends are affected by the rate of change of inflation, which in‐turn
influences interest rate movements, and which in‐turn reflect themselves in GDP growth. In
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Markets can and do move together over a number of individual months and can cause large losses
under certain market conditions. There can be no assurance that the TVI® will achieve its objectives or
that losses will be avoided. Past performance, especially simulated performance, is not necessarily
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decision. Any investments made in whole or in part by a party in reliance thereon are made at such
party’s sole risk. No guarantee of any kind is implied or possible where opinions as to past or future
market conditions/events is provided. Past performance is not necessarily indicative of future results.
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the TVI®, in the absence of such market conditions, the result is “transitions” (i.e., the positions
of the TVI®’s components changing positions from long to short or flat (or vice versa) on a
monthly basis. In other words, the TVI® tends to experience smaller gains, or suffer declines,
the more transitions that take place (and the smaller the movements between transitions) ‐‐ as
it was designed to reflect historically sustained price trends within its components.
The fact that futures are forward‐looking − as opposed to measurements of CPI, which are
lagging price calculations – also demonstrates why the Simulated TVI®/TVI® “led” the CPI in
these transitions 80% of time from 1985 through March 31, 2013, on a simulated basis. Of
course, this is only a cursory way to view the TVI®’s potential “leading indicator” status over the
time period studied, as many times the Simulated TVI®/TVI® reflected a transition later because
many components were positioned short as the CPI was began to decline, allowing the
Simulated TVI®/TVI® to “peak” later and thus appear to be “lagging”.
The TVI® is not different than any other asset class; it will perform “better” or “worse” based on
the current environment. As a formulaic index, it has no choice but to follow intermediate
price trends. This mathematical approach has its own advantages and disadvantages, but it was
purposely designed this way, and was not meant to be correlated to stocks and bonds (which,
in most part, have benefited from current market conditions). “Trendless” markets are rare in
100 years of U.S. history, and this was taken into account during development. The TVI® uses
no leverage, and is entirely rules based.
It is extremely rare for a "stable price, low growth" environment to be present in the U.S., as it
normally bodes poorly for re‐elections. We are seeing the worst recovery in the U.S. since the
Great Depression and the lowest CPI (over a 5 year period) since 1961 ‐ 1965.
The charts show history more clearly than a million words would. If a zero interest rate policy
and “Quantitative Easing” strategies are not causing a higher CPI, it is highly probable that the
current lower CPI environment is caused by another fiscal policy. In the low GDP growth/low
CPI environment which exists currently, it is natural for TVI® index levels to underperform
either gains in stock or bond market indexes, but TVI® index levels still have the potential to
increase overall.
However, if the U.S. Federal Reserve prints enough money, and that money begins to be used
by borrowers, it will result in a higher rate of change of inflation. In this way, the Fed would
accomplish its goal of stimulating inflation with some GDP growth, thus creating an
environment in which the TVI® has the potential to do very well. In contrast, many other asset
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classes would likely underperform, fearing an upcoming environment of tighter monetary
policy.
It pays to remember that the most subtle aspect of social government planning by the Federal
Reserve is this: you can print money, and even a relatively small amount may trigger an
increase in the rate of change if the public believes inflation will occur…and vice versa if it
doesn't. Perception may therefore become reality in these instances.
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“TVI TR” represents the Simulated TVI® prior to June 3, 2009 and the official TVI® from June 3, 2009 forward. There is no “necessary” correlation between the
TVI® and the CPI, other asset classes or inflation. Any comparison of the historical performance of different indices of various asset classes is subject to a
number of material inherent limitations. See "Certain Risk Factors & Disclosures” for important risk factors and disclosures, and other information on the
methodology used and assumptions made in preparing this statistical information. Past performance, especially simulated statistical information, is not
necessarily indicative of future results. The U.S. Commodity Futures Trading Commission requires the following legend: THESE RESULTS ARE BASED ON
SIMULATED OR HYPOTHETICAL PERFORMANCE RESULTS THAT HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE THE RESULTS SHOWN IN AN ACTUAL
PERFORMANCE RECORD, THESE RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, BECAUSE THESE TRADES HAVE NOT ACTUALLY BEEN EXECUTED, THESE
RESULTS MAY HAVE UNDER‐ OR OVER‐COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED OR
HYPOTHETICAL TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO
REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THESE BEING SHOWN.
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SIMULATED PERFORMANCE
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CERTAIN RISK FACTORS AND DISCLOSURES
This communication is published by EAM Partners L.P. (“EAM”). Copyright © 2013. The content in this communication is the
property of EAM and is protected by copyright and other intellectual property laws. All trade names, service marks and other product
and service names in this communication and within the content are proprietary to EAM and are protected by trademark and copyright
laws. Any of the trademarks, service marks or logos (collectively, the “Marks”) in this communication may be registered or
unregistered marks of EAM. Nothing contained in this communication should be construed as granting any license or right to use any
of the Marks in this communication without the express written permission of EAM. Illegal or unauthorized use of the Marks or any
other content included in this communication is strictly prohibited. This communication does not purport to provide complete details
on the Trader Vic Index® (TVI®), Simulated TVI® or other financial product(s) (each, a “Product”) of EAM. It is for information
purposes only, and should not be construed as investment, legal or tax advice. Neither this communication nor any information
contained herein constitutes an offer to sell (nor the solicitation of an offer to buy) any security. Any such offer may only be made by
a prospectus or similar disclosure document prepared by the issuer of each such security, which contains important disclosures and
risk factors. Investors in a product based on a Product, shall solely rely upon such disclosure document in making an investment
decision.
Not a Sponsor of Third-Party Products. EAM does not sponsor, endorse, sell, or promote any investment fund or other vehicle that
is offered by third parties and that seeks to provide an investment return based on the returns of the Product(s). A decision to invest in
any such investment fund or other vehicle should not be made in reliance on any of the statements set forth in this document.
Prospective investors are advised to make an investment in any such fund or vehicle only after carefully considering the risks
associated with investing in such fund or vehicle, as detailed in an offering memorandum or similar document that is prepared by or
on behalf of the issuer of the investment fund or vehicle. EAM Partners L.P. itself does not provide portfolio management services.
The only services that EAM Partners L.P. renders are the licensing of various methodologies to third parties in the financial and
institutional community globally and serving as the general partner of various advisory subsidiaries that, in turn, provide portfolio
management services. In particular, EAM Partners L.P. itself does not direct client accounts or provide commodity trading advice
based on or tailored to the commodity interests or cash markets or other circumstances of a particular client.
Certain Risk Factors. Investors cannot invest directly in an index such as the Product(s). The Product(s) are structured based on,
among other things, the general expectation that futures prices will exhibit tendencies to trend over the intermediate or long term (as
applicable). The market features and correlations which the Product(s) has been designed to capture may not be reflected in market
price movements over certain periods – particularly over short periods. An investment in a product seeking to replicate the Product(s)
is speculative, involves a substantial degree of risk, and should not constitute an investor’s entire portfolio. Moreover, performance
may be volatile and investors could lose all or substantially all of their investment. Some or all alternative investment programs may
not be suitable for certain investors. No assurances can be made that the Product(s) will achieve their investment objectives or that
losses will be avoided. The longer-term an investment the greater the likelihood that the performance potential suggested may be
realized. Over the short-term, on the other hand, there is a much greater possibility that the Product(s) may decline substantially
causing significant losses. Among the risks associated with the Product(s) are the following: In contrast to traditional “all long”
indexes, the Product(s) do not always maintain long positions and may not profit from the cyclical nature of the futures included
therein. • The Product(s) are not a proxy for “all long” commodities indexes. • The Product(s) are vulnerable to “whipsaw” markets in
which market movements may cause the bulk of their components to be positioned in a certain direction (e.g. long, short or no
exposure, as the case may be) and then a sudden reversal of prior price trends occurs, causing losses. • The complexity of the different
factors which contribute to the results of the Product(s). • The Product(s) could decline in a wide range of different market scenarios,
including ones in which other similar products (both all long and long/short) rise substantially. • The Product(s) are based on futures,
not cash market prices; those prices may differ materially in general as well as for specific commodities. • Replication of the
Product(s) involves execution costs and position slippage which can be substantial, and may be affected by, among other things,
disruption caused by futures market closures and/or trading price or volume limitations imposed by one or more futures markets. • The
Products are subject to the risks of, among other things, “trading ranges” (in which there is a lack of sustained, directional price
movements in many markets) and “whipsaw” markets (described above). In general, such market conditions are more likely to occur
during economic environments of low-growth or static GDP despite very low interest rates, accompanied by low inflation. The
“trading ranges” and “whipsaw” experienced by many markets since 2009 (with notable exceptions), along with abrupt changes
prompted by government intervention and highly correlated markets, have been adverse to many trend-following indexes and
methodologies. The length of time for which such market conditions have persisted is unique in the United States in the last 50 years.
There can be no assurances as to such current market conditions will change. No representation is being made that a Product will or is
likely to achieve performance consistent with or similar to that set forth in this communication. Similarly, no representation is being
made that any product seeking to replicate the Product(s) will generate profits or losses similar to the historical performance of the
Product(s). There are numerous factors related to the markets in general and to the implementation of any product seeking to replicate
the Product(s) which cannot be, and have not been, accounted for in the preparation of the information on the Product(s) set forth in
this communication, all of which can adversely affect actual performance results for any product seeking to replicate the Product(s).
Statistical Information. The mechanical character of the Product(s) and the fact that the Product(s) are based on publicly available
prices unaffected by trade executions (and the resulting slippage between market prices and the prices at which positions are actually
acquired) makes it possible to derive the statistical information. Unless otherwise indicated, the performance of the Product(s) do not
reflect the costs, fees and other expenses of a fund or other vehicle seeking to replicate the Product(s) or the effect of taxes on
investors therein. The compounded effect of such costs, expenses and taxes would materially reduce cumulative net returns. “PR” or
"price return" does not include interest on a theoretical US Treasury Bill position used to fully collateralize the futures positions. “TR”
or “total return" includes interest on a theoretical US Treasury Bill position used to fully collateralize the futures positions. TVI® The TVI® is calculated by RBS Business Services Private Limited ("RBS") and was created and is maintained and owned by EAM.
The TVI® went live on June 3, 2009. The TVI® is an index which follows a rules-based methodology designed to reflect the price
trends in a diversified portfolio of futures contracts across 24 commodity and financial futures markets. These contracts are grouped
into sectors and each sector is represented on either a "long" or "short" basis depending on recent price trends of that sector. From

Page 6 of 7

CERTAIN RISK FACTORS AND DISCLOSURES
May 1, 2012 forward, the Natural Gas component of the TVI® is no longer part of the Energy sector, which may be positioned long or
flat; instead, the official record of the TVI® is calculated with the Natural Gas component as a separate sector which may be
positioned long or short, with such positioning determined independently from the Energy sector. Accordingly, the TVI® may be
positioned "short" in the Natural Gas sector when an unexpected natural, sociopolitical or other event occurs that causes rapid
increases in Natural Gas prices. Changes to an index methodology may have a material impact on the results of such index, whether
positive or negative. Past performance is not necessarily indicative of future results (and particularly because of these changes over the
time periods indicated). Simulated TVI® - The Simulated TVI® was created and is maintained, owned and calculated by EAM. The
Simulated TVI® reflects the retroactive application of the Simulated TVI® to past market histories and not the actual results of the
Simulated TVI® or the TVI®. The simulated statistical information for the Simulated TVI® is calculated the same as the TVI® with
the following exceptions: (1) the Simulated TVI® is calculated throughout with the Natural Gas component as a separate sector, (2)
the following futures contract components were included on the following dates: Unleaded Gas (January 31, 1986), Australian Dollar
(February 1988), and Natural Gas (May 31, 1991), (3) Soybean Oil and Soybean Meal were removed from the Simulated TVI® as of
January 1, 1991, and (4) the Deutsche Mark was replaced by the Euro Currency in January 2000 and unleaded gasoline was replaced
by RBOB Gas on October 31, 1986. Past performance, especially simulated statistical information, is not necessarily indicative of
future results (and particularly because of these changes over the time periods indicated). This communication is intended solely to
provide an introduction to these products and does not purport to provide complete details thereon. CPI - The Consumer Price Index
(“CPI”) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods
and services. The "best" measure of inflation for a given application depends on the intended use of the data. CPI measures inflation
as experienced by consumers in their day-to-day living expenses. Other indexes are used to measure inflation at earlier stages of the
production process, in the labor market, for imports and exports, experienced by both consumers themselves as well as governments
and other institutions providing goods and services to consumers, or to provide a specialized measures, such as measures of interest
rates. There is no necessary correlation between the Product(s) and the CPI. Those seeking exposure to the TVI® must not rely on
either the existence or the absence of any such correlations in the future, particularly over the short-term. CPI data source: St. Louis
Federal Reserve.
General. While reasonable efforts have been used to obtain information from reliable sources and in the calculation of the data herein,
no representations or warranties are made as to the accuracy, reliability or completeness of any information contained herein. The
statistical information is based on data compiled by EAM. Unless otherwise indicated, all other data was derived from information
provided by Bloomberg, CRB or Ibbotson Associates, well-respected third-party research companies. The information provided by
such entities is subject to adjustment, which may require EAM to make adjustments to the data provided herein. In addition, rounding
differences between the various computer programs utilized in computing the data herein may result in minor inaccuracies in the data
presented. As such, all data and information provided herein is subject to change without notice. EAM makes no express or implied
representation or warranties as to (a) the advisability of purchasing or assuming any risk in connection with any transaction related to
the Product(s); (b) any errors or omissions in the statistical information; (c) the results to be obtained by the issuer of any security or
any counterparty or any such issuer’s security holders or customers or any such counterparty’s customers or counterparties or any
other person or entity from the use of the Product(s) or any data included in this communication; or (d) any other matter. EAM makes
no express or implied representation or warranties of merchantability or fitness for a particular purpose with respect to the Product(s)
or any data included in this communication. Without limiting the foregoing, in no event shall EAM have any liability (whether in
negligence or otherwise) to any person for any direct, indirect, special, punitive, consequential or any other damages (including lost
profits) even if notified of the possibility of such damages.
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