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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 Defined Risk Fund lagged the S&P 500 over the quarter, 2.6% vs. 7.5%. During

periods when the market experienced sharp rallies, like 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 3850.

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 7.0% 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.

Additional Trades: the Fund managed the difficult whipsawing of the market and posted 30

basis points of gains during the quarter. Although volatility remained elevated and the market

reversed course several times, the Fund was able to post a profit in the short volatility trades.

Swan Defined Risk Fund 

U.S. Large Cap (SDRIX)

Performance Attribution & Summary
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. Because share price, principal value, and return will vary, you may have a gain or loss when

you sell fund shares. 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 fund operating expenses are 1.27% for Class I. Class I shares have no sales charge and

may be purchased by specified classes of investors. For performance information current to the most recent

month end, please call (877) 896-2590.

Source: Zephyr StyleADVISOR and Swan Global Investments

Swan Defined Risk Fund (SDRIX) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 6.95% 6.95%

Hedge -4.08% -4.08%

Additional Trades 0.30% 0.30%

Fees/Other -0.25% -0.25%

Total Portfolio (Net) 2.63% 2.63%

S&P 500 7.50% 7.50%

Over / Under Performance -4.87% -4.87%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
1 YR 3YR 5YR 10YR

Since 

Inception

Class I 07/30/12 -7.09% 8.30% 3.51% 4.08% 4.24%

S&P 500 ------ -7.73% 18.60% 11.19% 12.24% 12.91%
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The Swan Defined Risk Growth Fund is designed to be a hedged equity solution with higher

upside potential. The trade-off for higher upside potential is of course higher downside

potential. During the first quarter of 2023 when the markets were up 7.5%, the Growth

Fund benefitted by having less of its portfolio dedicated to the put options.

The Fund had a gain of 3.6% during the first quarter, roughly half of the S&P 500’s return of

7.5%. This is slightly lower than expected for the Fund, but certainly within the anticipated

range of outcomes. When the Fund re-hedged its portfolio at the end of 2022, the strike

prices on the put options were roughly 3725 on the S&P 500. By positioning the Fund with

the hedges slightly out-of-the-money, the Fund can dedicate a larger portion of its portfolio

to the S&P 500 ETFs that make up the core equity portion of the portfolio. In up markets,

this is a benefit.

Core Equity: the portion of the portfolio that is invested in S&P 500 ETFs tracked the

market upwards, as expected. During the quarter the core equity segment posted gains of

7.3%, keeping pace with the U.S. large cap market.

Hedge: as expected, the put options used to hedge the portfolio declined during the first

quarter given the market’s rally. However, the degree to which the put options declined in

value, -3.7%, was a bit higher than expected. The “volatility premium” declined for the long-

term put options as investors, perhaps over-optimistically, started to discount the possibility

of the markets dipping below the strike price of the put options within the next two years.

Swan believes that if market sentiment shifts some of these unrealized losses in the put

options could be reversed.

Additional Trades: on the plus side, the Fund was able to generate an additional 51 basis

points of return via the premium collection trades during the first quarter. Even though the

market was prone to several sharp changes in direction, the Fund was able to engage in

some profitable supplemental trades.

Swan Defined Risk 

Growth Fund (SDAIX)

Performance Attribution & Summary
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. Because share price, principal value, and return will vary, you may have a gain or loss when

you sell fund shares. 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 fund operating expenses are 1.43% for Class I. Class I shares have no sales charge and

may be purchased by specified classes of investors. For performance information current to the most recent

month end, please call (877) 896-2590.

Source: Zephyr StyleADVISOR and Swan Global Investments

Swan Defined Risk Growth Fund (SDAIX) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 7.30% 7.30%

Hedge -3.69% -3.69%

Additional Trades 0.51% 0.51%

Fees/Other -0.25% -0.25%

Total Portfolio (Net) 3.61% 3.61%

S&P 500 7.50% 7.50%

Over / Under Performance -3.89% -3.89%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
1 YR 3YR 5YR

Since 

Inception

Class I 12/28/18 -11.02% 10.64% N/A 8.88%

S&P 500 ------ -7.73% 18.60% N/A 14.46%
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Small cap stocks trailed their large cap cousins during the first quarter of 2023. The Russell

2000 index of smaller U.S. companies only managed a gain of 2.7%, roughly a third of the

7.5% return on the large cap S&P 500 index. This is due to several reasons. First, small cap

stocks are assumed to do worse than large cap stocks during periods of economic

contractions, and investors are increasingly worried about the possibility of a recession in the

coming year or two. Second, there are concerns that smaller firms will have a more difficult

time obtaining financing in a high-rate environment. Finally, the regional banks in the small

cap/finance sector did poorly in the wake of the SVB fall-out and dragged down the

performance of the broad Russell 2000 index.

The Swan Defined Risk Small Cap Fund was essentially flat during the first quarter, posting a

loss of 8 basis points. This trailed the Russell 2000 return of 2.7%. The Fund did re-hedge its

full portfolio in December 2022 and the aggregate strike price of those put levels is around

1790 on the Russell 2000. With the Russell 2000 index ending the quarter at 1802, the put

options are barely out-of-the-money and are in a good position to hedge the portfolio

should the small cap market sell off.

Core Equity: the core equity segment of the Fund was a positive driver of returns and

contributed 2.2% to performance.

Hedge: the put options used to hedge the Fund’s portfolio declined -2.0% during the first

quarter, more than expected. The volatility premium that people were willing to pay hedge

the small cap market declined, reducing the value of the options by 81 basis points. Given

the uncertainty that exists in the market, Swan believes this decline in the volatility premium is

unwarranted and could reverse should the small cap market suffer setbacks.

Additional Trades: the premium collection trades that the Fund engaged in during the first

quarter were a wash, neither contributing to nor detracting from performance.

Swan Defined Risk Fund 

U.S. Small Cap (SDCIX)

Performance Attribution & Summary
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. Because share price, principal value, and return will vary, you may have a gain or loss when

you sell fund shares. 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 fund operating expenses are 1.82% for Class I. Class I shares have no sales charge and

may be purchased by specified classes of investors. For performance information current to the most recent

month end, please call (877) 896-2590.

Source: Zephyr StyleADVISOR and Swan Global Investments

Swan Defined Risk U.S. Small Cap Fund (SDCIX) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 2.19% 2.19%

Hedge -1.97% -1.97%

Additional Trades 0.00% 0.00%

Fees/Other -0.26% -0.26%

Total Portfolio (Net) -0.08% -0.08%

Russell 2000 2.74% 2.74%

Over / Under Performance -2.82% -2.82%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
1 YR 3YR 5YR

Since 

Inception

Class I 12/29/15 -10.44% 8.51% 2.30% 4.16%

Russell 2000 ------ -11.61% 17.51% 4.71% 7.69%

For Financial Professional Use Only

8Swan Capital Management  |  970.382.8901  |  swandefinedriskfunds.com



China pulled a head-spinning 180-degree turn, abandoning its draconian “zero

Covid” policy almost overnight. Chinese consumers rushed to take advantage of

their newfound freedoms, but remaining concerns about China’s economy kept the

MSCI China’s first quarter gains muted at 4.7%. China’s property debt problems

remain unresolved while investors and Chinese entrepreneurs are still nervous

about how long of a leash they have under Premier Xi Jinping. The open

economies of Taiwan and South Korea fared better, up 14.8% and 9.7%,

respectively. Conversely, India and Brazil had losses on the quarter. Overall, the

MSCI Emerging Markets index had a 4.0% gain.

The Swan Defined Risk Emerging Markets Fund had a gain of 1.6%, trailing the

4.0% gain on the MSCI EM index. These results were in the expected range given

the modest returns of the index. The Fund did re-hedge its entire portfolio at the

end of 2022 and now has new two-year put options in place.

Core Equity: the emerging markets ETFs used to track the MSCI EM index captured

most of its upward move. This portion of the Fund had a 3.8% gain on the quarter.

Hedge: with the upward move in emerging markets, the put options used to hedge

the Fund declined in value, as expected. However, the degree to which the value of

the put options declined was a bit higher than anticipated. Investors seemingly

believe the risk of downturn has receded, as the volatility premium of the put

options declined by 107 basis points. Should that optimism prove unfounded, the

volatility premium might tick back upwards.

Additional Trades: the additional trades that the Fund conducts in order to help

offset the cost of hedging did well during the first quarter. These premium

collection trades had gains of 71 basis points.

Swan Defined Risk Emerging 

Markets Fund (SDFIX)

Performance Attribution & Summary
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. Because share price, principal value, and return will vary, you may have a gain or loss when

you sell fund shares. 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 fund operating expenses are 1.88% for Class I. Class I shares have no sales charge and

may be purchased by specified classes of investors. For performance information current to the most recent

month end, please call (877) 896-2590.

Source: Zephyr StyleADVISOR and Swan Global Investments

Swan Defined Risk Emerging Markets Fund (SDFIX) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 3.84% 3.84%

Hedge -2.58% -2.58%

Additional Trades 0.71% 0.71%

Fees/Other -0.25% -0.25%

Total Portfolio (Net) 1.63% 1.63%

MSCI EM 4.02% 4.02%

Over / Under Performance -2.39% -2.39%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
1 YR 3YR 5YR

Since 

Inception

Class I 12/30/14 -3.58% 2.55% -2.13% 0.13%

MSCI EM ------ -10.30% 8.23% -0.53% 3.23%
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The foreign equities that make up the MSCI EAFE index were collectively up 8.6% during

the first quarter of 2023. The continental markets of Germany, France, and Italy all posted

returns nearing 15%. Vladimir Putin’s scheme to use Russian oil and gas to blackmail

Europe into accepting his invasion of Ukraine fell well short of the worst-case scenarios

due to a mild winter and a deft re-tooling of energy supplies by European economies.

Britons seem to welcome the more stable and sober premiership of Rishi Sunak following

the chaos of Boris Johnson and Liz Truss’s tenures, but the UK’s economy faces some stiff

challenges in the post-Brexit world. The MSCI UK index posted a 6.1% while on the other

side of the globe the MSCI Japan index had a similar gain of 6.4%.

The Swan Defined Risk Foreign Fund captured just under half of the upward move in

international markets. The fund had gains of 3.9%, relative to the benchmark return of

8.6%. The Fund did enter 2023 with a new set of two-year put options, purchased in

December 2022.

Core Equity: the Fund gains exposure to international markets via ETFs based upon the

MSCI EAFE index. As expected, this portion of the Fund posted gains similar to that of

the index and was up 8.0% during the quarter.

Hedge: the put options used to hedge the equity stake in foreign markets are inversely

correlated to the performance of the MSCI EAFE index. With the rise in international

markets, the put options declined -3.5% during the quarter. Of this decline, roughly 1%

was due to a decrease in the volatility premium of the put options. If the outlook for

foreign markets were to darken, it is reasonable to expect the volatility premium to

recover some of those unrealized losses.

Additional Trades: the premium collection trades were slightly negative over the course

of the first quarter, costing the Fund five basis points.

Swan Defined Risk Foreign 

Fund (SDJIX)

Performance Attribution & Summary
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Performance shown is historical and does not guarantee future results. Current performance may be

lower or higher. Because share price, principal value, and return will vary, you may have a gain or loss when

you sell fund shares. 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 fund operating expenses are 2.08% for Class I. Class I shares have no sales charge and

may be purchased by specified classes of investors. For performance information current to the most recent

month end, please call (877) 896-2590.

Source: Zephyr StyleADVISOR and Swan Global Investments

Swan Defined Risk Foreign Fund (SDJIX) 

as of 3/31/2023

Q1 Q2 Q3 Q4 YTD

Core Equity 7.98% 7.98%

Hedge -3.54% -3.54%

Additional Trades -0.05% -0.05%

Fees/Other -0.25% -0.25%

Total Portfolio (Net) 3.85% 3.85%

MSCI EAFE 8.62% 8.62%

Over / Under Performance -4.77% -4.77%

Average Annualized Returns 

as of 3/31/2023

Returns
Inception 

Date
1 YR 3YR 5YR

Since 

Inception

Class I 12/29/15 1.83% 6.29% 1.98% 2.80%

MSCI EAFE ------ -0.86% 13.52% 4.03% 5.93%
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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 Capital Management, LLC (“Swan”) is an independent Investment Advisory headquartered in Durango, Colo.

registered with the U.S. Securities and Exchange Commission under the Investment Advisers Act or 1940. Being an

SEC-registered advisor implies no special qualification or training. Swan offers and manages its Defined Risk

Strategy to individuals, institutions and other advisory firms. All Swan products utilize the Defined Risk Strategy

(“DRS”), but may vary by asset class, regulatory offering type, etc. Accordingly, all Swan DRS product offerings will

have different performance results due to offering differences and comparing results among the Swan products and

composites may be of limited use. Mutual Funds involve risk, including possible loss of principal.

ETFs are subject to investment advisory and other expenses, which will be indirectly paid by the Funds. As a result,

the cost of investing in the Funds will be higher than the cost of investing directly in ETFs and may be higher than

other mutual funds that invest directly in stocks. ETFs are subject to specific risks, depending on the nature of the

Funds Investments in underlying funds that own small and mid capitalization companies may be more vulnerable

than larger, more established organizations.

Investments in foreign securities could subject the Funds to greater risks including, currency fluctuation, economic

conditions, and different governmental and accounting standards. The use of leverage, such as that embedded in

options, could magnify the Funds’ gains or losses. Written option positions expose the Funds to potential losses

many times the option premium received. A Put Option is an option contract giving the owner the right, but not the

obligation, to sell a specified amount of an underlying security at a specified price within a specified time.

The adviser’s dependence on its DRS process and judgments about the attractiveness, value and potential

appreciation of particular ETFs and options in which the Funds invests or writes may prove to be incorrect and may

not produce the desired results. Purchased put options may expire worthless and may have imperfect correlation to

the value of the Fund’s sector ETFs. Written call and put options may limit the Fund’s participation in equity market

gains and may amplify losses in market declines. The Fund’s losses are potentially large in a written put or call

transaction. If un-hedged, written calls expose the Funds to potentially unlimited losses.

Overall securities market risks will affect the value of individual instruments in which the Funds invests. Factors such

as economic growth and market conditions, interest rate levels, and political events affect the US securities markets.

Emerging market countries may have relatively unstable governments, weaker economies, and less developed legal

systems with fewer security holder rights. Emerging market economies may be based on only a few industries and

security issuers may be more susceptible to economic weakness and more likely to default.

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

Defined Risk Fund, the Defined Risk Emerging Markets Fund, the Defined Risk Foreign Developed Fund,

and the Defined Risk U.S. Small Cap Fund. This and other information is contained in the funds’

prospectuses and should be read carefully before investing. For a prospectus please call (877) 896-2590.

The Fund is distributed by Northern Lights Distributors, LLC, member FINRA/SIPC. Northern Lights

Distributors, LLC and Swan Capital Management, LLC are not affiliated. There is no guarantee the funds will

meet its objective.

3104-NLD-04/20/2023
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©2023 Swan Capital Management 

1099 Main Avenue, Suite 206 

Durango, CO 81301 

Telephone: 970-382-8901 

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.
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