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Investors looking to put 2022’s dismal

experience behind them likely welcomed the

results of the first quarter of 2023, with gains

across most major asset classes. Although the

quarter ended on a high note with the S&P 500

up 7.5% and the Bloomberg Agg up 3.0%, the

market seems mired in same pattern of rallies

and sell-offs that plagued 2022. Without a

catalyst for a breakout, the S&P 500 remains

well below its all-time high.

The Fed has been attempting a delicate

balancing act of slowing the economy enough

to cool off inflation while not instigating a full-

blown recession. This task was made more

difficult due to the emergency measures

needed to shore up Silicon Valley Bank and a

few other regional banks in early March.

Although the losses on the banks’ balance

sheets were due largely to 2022’s extreme rate

increases, the Fed tacked on two additional 25

basis point rate hikes during the first quarter.

Early in the year optimistic investors were

promoting the idea of a “no landing” scenario-

that the Fed would be successful in its effort to

tame inflation while keeping the economy on

track. The rebound in some of 2022’s worst-

performers like growth stocks (+14.4%) and

bonds (+3.0%) were predicated on this idea that

the Fed would allow investors to “have their

cake and eat it too.”

It is Swan Global Investment’s opinion that a

“no landing” scenario represents the triumph of

hope over experience. Monetary policy always

operates with a lag, and although some lagging

economic indicators still show strength, the

leading indicators tend to be more pessimistic.

Unfortunately, it seems likely that 2022’s

rally/retreat cycles will continue to haunt the

market.

2023 Returns as of 3/31/2023

Q1 YTD Jan Feb Mar

S&P 500 7.50% 7.50% 6.28% -2.44% 3.67%

Russell 2000 2.74% 2.74% 9.75% -1.69% -4.78%

MSCI EAFE 8.62% 8.62% 8.11% -2.08% 2.61%

MSCI EM 4.02% 4.02% 7.91% -6.48% 3.07%

Russell 1000 Growth 14.37% 14.37% 8.33% -1.19% 6.84%

Russell 1000 Value 1.01% 1.01% 5.18% -3.53% -0.46%

Bloomberg US Agg Bond 2.96% 2.96% 3.08% -2.59% 2.54%

Source: Morningstar Direct



The S&P 500 ended the first quarter on an upswing, closing on March 31st with gains of 7.5%.

However, a deeper dive into the numbers reveals the same start/stop pattern that frustrated

investors throughout the previous year. Investors looking to turn the page on 2022 drove S&P

500 up 9% to start the year, but then nearly all those gains were surrendered during the Silicon

Valley Bank fiasco. Markets then rallied during the last two weeks of the quarter. Market

leadership rotated: last year’s losers like growth, tech, and communication were this quarter’s

winners. Last year’s winners, like value and energy, have trailed in 2023.

The Swan Hedged Equity U.S. Large Cap ETF lagged the S&P 500 over the quarter, 2.6% vs.

7.5%. During periods that the market experienced sharp rallies, like it did during the last two

weeks of March, the gap between the Fund and the benchmark index grew wider. Conversely,

when markets retreated the hedging helped narrow the gap. As part of its regular process, the

Fund did reset the hedge levels going in to 2023, the put options have an aggregate strike

level of about 3760.

Core equity: the core equity component, invested along the lines of the S&P 500, tracked the

market upwards during the first quarter. This portion of the Fund had a 7.4% return.

Hedge: with the market rallying to start the year, the hedges moved in the opposite direction,

as expected. However, the decline of -4.1% for the hedge portion of the Fund was a bit larger

than anticipated. This is due to a decline in the volatility premium of longer-term put options

of about 1%. It should be noted that these losses are unrealized and if the “fear gauge” were

to tick up at the longer end of the market that these losses could reverse.
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. There is no assurance the fund will pay dividends or capital gains in the future. Performance

assumes the reinvestment of dividends and capital gains. You cannot invest directly in an index or average.

Gross annual expenses are 0.89%. For performance information or for a copy of the prospectus, visit

https://etfs.swanglobalinvestments.com/hedged-equity-etf/, or please call (877) 896-2590.

Source: Swan Global Investments

Swan Hedged Equity U.S. Large Cap (HEGD) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 7.40% 7.40%

Hedge -4.14% -4.14%

Fees/Other -0.32% -0.32%

Total Portfolio (NAV) 2.51% 2.51%

Total Portfolio (Price) 2.62% 2.62%

S&P 500 7.50% 7.50%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
YTD 1 YR 3YR 5YR

Since 
Inception

HEGD (Price) – Swan 

Hedged Equity US Large 
Cap ETF

12/22/20 2.51% -5.09% 3.43%

Cboe S&P 500 95-10 
Index

------ 3.67% -5.82% 1.91%

S&P 500 ------ 7.50% -7.73% 6.53%
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This communication is informational only and is not a solicitation or investment advice. Nothing in this

presentation constitutes financial, legal, or tax advice. All information is subject to change or correction without

notice. The charts and graphs contained herein should not serve as the sole determining factor for making

investment decisions. To the extent that you have any questions regarding the applicability of any specific

issue discussed to your individual situation, you are encouraged to consult with Swan. All information,

including that used to compile charts, is obtained from sources believed to be reliable, but Swan does not

guarantee its reliability. Swan’s investments may consist of securities which vary significantly from those in the

benchmark indexes listed above and performance calculation methods may not be entirely comparable.

Accordingly, comparing results shown to those of such indexes may be of limited use.

Swan Global Investments is an SEC registered Investment Advisor that specializes in managing money using

the proprietary Defined Risk Strategy (DRS). Please note that registration of the Advisor does not imply a

certain level of skill or training. All investments involve the risk of potential investment losses as well as the

potential for investment gains. Prior performance is no guarantee of future results and there can be no

assurance that future performance will be comparable to past performance. This communication is

informational only and is not a solicitation or investment advice. Further information may be obtained by

contacting the company directly at 970-382-8901 or swanglobalinvestments.com.

Investors should carefully consider the investment objectives, risks, charges and expenses of

Exchange Traded Funds (ETFs) before investing. To obtain an ETF’s prospectus containing this and

other important information, please call 866.617.7926 or view or download a prospectus online. Please

read the prospectus carefully before you invest.

The fund’s investment objective is to seek capital appreciation while mitigating overall market risk.

An investment in the fund involves risk, including possible loss of principal.

Exchange Traded Funds and Mutual Funds involve risk, including possible loss of principal. There is no

guarantee the Fund will meet its objective. The fund will use put and call options, which are referred to as

“derivative” instruments since their values are based on, or derived from, an underlying reference asset, such

as an index. Derivatives can be volatile, and a small investment in a derivative can have a large impact on the

performance of the Fund as derivatives can result in losses in excess of the amount invested. Options used by

the Fund to reduce volatility and generate returns may not perform as intended. There can be no assurance

that the Fund’s option strategy will be effective. It may expose the Fund to losses, e.g., option premiums, to

which it would not have otherwise been exposed. Further, the option strategy may not fully protect the Fund

against declines in the value of its portfolio securities. The prices of options may change rapidly over time and

do not necessarily move in tandem with the price of the underlying securities. Selling call options reduces the

Fund’s ability to profit from increases in the value of the Fund’s equity portfolio, and purchasing put options

may result in the Fund’s loss of premiums paid in the event that the put options expire unexercised. To the

extent that the Fund reduces its put option holdings relative to the number of call options sold by the Fund, the

Fund’s ability to mitigate losses in the event of a market decline will be reduced. The Fund is non‐diversified,

meaning it may concentrate its assets in fewer individual holdings than a diversified fund. Therefore, the Fund

is more exposed to individual stock volatility than a diversified fund.

Shares of any ETF are bought and sold at market price (not NAV) and are not individually redeemed from the

Fund. Brokerage commissions will reduce returns.

The Fund is distributed by Foreside Fund Services, LLC. Foreside Fund Services, LLC and Swan

Capital Management, LLC & Swan Global Investments, LLC are not affiliated.

SWGI-20230418-0101
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Investing Redefined® - Since 1997, our distinct investment approach has been redefining investing by

directly addressing the biggest threat long-term investors face: market risk.

Market risk is too big a threat to investors to be dealt with passively. So we hedge it.

Swan Global Investments is a leader in hedged and options strategies, providing goals-based investment

solutions built on an “Always Invested, Always Hedged” philosophy that seek capital appreciation, while

mitigating market risk.

Our simple, yet innovative Defined Risk Strategy is a time-tested, goals-based investment approach that

seeks consistent long-term returns by combining the benefits of passive investing with active risk

management to mitigate risks to irreplaceable capital.

1 – Although the Fund is actively managed, the Fund intends to passively invest (buy and hold) at least 

80% of it’s assets directly or indirectly through one or more ETFs in equity securities of large cap U.S. 

companies.

©2023 Swan Capital Management 

1099 Main Avenue, Suite 206 

Durango, CO 81301 

Telephone: 970-382-8901 
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