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Q3 2020 Performance Update & Commentary
In the third quarter of 2020 the KL Allocation Fund returned 3.52%, bringing the year-to-date 
(YTD) total return to 15.29%. YTD, the fund’s equity benchmark, the Morningstar Developed 
Markets Large-Mid Cap Index, returned 1.54% while the average fund in the Morningstar 
World Allocation category returned -4.43%. The fund ranked in the top 2% of 482 peers in the 
Morningstar World Allocation category for 1-year total return. Moreover, the fund has 
generated the highest alpha, a measure of excess return, of any World Allocation fund over 
the trailing 1, 5 and 10-year periods--data above, GAVIX, as of 9/30/20.(continued, next pg.)

Past performance is no guarantee of future 
results. Ratings may reflect fee waivers in 
effect; in their absence, ratings may have been 
lower. Ratings for other share classes may vary. 
As of 9/30/20, the KL Allocation Fund was rated 
against 394 U.S.-domiciled World Allocation 
funds in the last three years, 338 in the last five 
years and 394 overall, receiving a Morningstar 
Rating of 5 stars for the 3-year, 5-year and 
overall periods. The Morningstar percentile 
ranking is based on the fund’s total return 
relative to all funds in the same category for the 
same period. The KL Allocation Fund was in the 
5th percentile for the 3 year period among 432 
peers in the Morningstar World Allocation 
Category, 8th percentile in the 5 year period 
among 404 peers, and 5th percentile in the 10 
year and since inception periods among 299 
peers. The highest (or most favorable) percentile 
rank is 1%, and the lowest (or least favorable) 
percentile rank is 100%. Rankings as of 9/30/20. 
Ratings for other share classes may differ due to 
different performance characteristics. The 
Fund’s ratings reflect fee waivers in effect; in 
their absence, ratings may have been lower. 
Multiple share classes of a fund have a common 
portfolio but impose different expense 
structures. Short-term performance is not an 
indicator of future performance or returns. 
Short-term performance should not be relied 
upon as the sole basis in deciding to invest in 
the KL Allocation Fund or any investment 
product. 

Please consider the Fund’s investment objectives, risks, charges and expenses carefully before 
investing. The prospectus or summary prospectus that contains this and other information about the 
Fund, is available by calling 888.998.9890 and should be read carefully. 
The performance data quoted here represents past performance. Past performance is no guarantee 
of future results. Investment return and principal value will fluctuate, so that an investor’s shares, 
when redeemed, may be worth more or less than their original cost. Current performance may be 
lower or higher than the performance information quoted. To obtain performance information 
current to the most recent month-end please call 888.998.9890 or visit our website at 
www.KnowledgeLeadersFunds.com. The total annual operating expenses of the Fund are 1.49% 
and 1.24% for the Advisor and Institutional Classes, respectively. The inception date for the KL 
Allocation Fund is 9/30/10.  The Advisor has contractually agreed to waive its fees and/or pay for operating 
expenses of the Fund to ensure that the total annual fund operating expenses (excluding any taxes, leverage 
interest, brokerage commissions, dividend and interest expenses on short sales, acquired fund fees and 
expenses (as determined in accordance with Form N-1A), expenses incurred in connection with any merger or 
reorganization, and extraordinary expenses such as litigation expenses) do not exceed 1.49% and 1.24% of the 
average daily net assets of Advisory Class and Institutional Class shares of the Fund, respectively. This 
agreement is in effect until December 31, 2020, and it may be terminated before that date only by the Trust’s 
Board of Trustees. The blended benchmark is comprised 60% of the Morningstar Developed Markets Large-Mid 
Cap Index and 40% of the Bloomberg Barclays US Treasury Bond Index.

Performance (%)

Key Facts (as of 9/30/20)
Tickers: GAVIX/GAVAX
GAVIX NAV: $15.31
GAVAX NAV: $14.99
Morningstar Category:  World Allocation
Inception: 09/30/2010
AUM:                                $183,059,697
Total operating expenses:  1.24%/1.49%
Distribution Frequency:              Annually
Benchmark:                         Morningstar 

Developed Markets
Large-Mid Cap Index

I-Share CUSIP:                      461418659
A-Share CUSIP:                    461418667
Portfolio managers: Steven Vannelli, CFA

Bryce Coward, CFA

As of 9/30/20 GAVIX GAVAX

Morningstar 
World Allocation 

Category

Morningstar 
DM Large-Mid 

Cap Index
Blended 

Benchmark

3 Months 3.52% 3.45% 4.12% 7.99% 4.90%
YTD 15.29% 15.13% -4.43% 1.54% 5.24%
1 Year 16.59% 16.37% 0.34% 10.24% 10.24%
3 Years (A) 6.50% 6.23% 1.68% 7.58% 7.23%
5 Years (A) 7.42% 7.14% 4.57% 10.40% 8.05%
10 Years (A) 7.94% 7.65% 3.81% 9.37% 7.16%
Since Inception (A) 7.94% 7.65% 3.81% 9.37% 7.16%



Commentary (continued)

The fund marked its 10-year anniversary milestone in September, and we thank all our clients for the support and 
friendship over the years. 

Global stocks posted another solid quarter of returns in the third quarter, but the quarter was anything but normal. In 
last quarter’s fund commentary, we highlighted how the economy had begun to slow around the second week of 
June in line with the peaking in policy stimulus. Since then, the global economy led by the US has continued to 
recover, but at a markedly slower pace. While the unemployment rate came down, unemployment claims remained 
elevated and high frequency indicators of economic activity like air travel, credit card spending, and seated diners 
flat-lined at depressed levels. These data revealed an economy that, without new stimulus, would face an uphill 
battle as the months and quarters pass.

And yet, for the first two months of the quarter the dimming of economic growth prospects did little to jar the 
optimism expressed in financial markets. In mid-August we published a mid-quarter update highlighting 
unprecedented extremes in speculative option activity. These included among other things: an outsized number of 
call option purchases relative to puts, high prices paid for call options, and high levels of out-of-the-money call 
options being purchased with only a few days to expiry. As a point of fact, the speculative action in the options 
market exceeded that of the most bubblicious periods of 1999-2000. 

In our work, extremes in investor sentiment when the probability of economic weakness is rising offers a poor 
risk/reward for equity investors, which we expressed in that mid-quarter update. Then on September 3, 
coincidentally on the day after several prominent stock splits, the market turned lower and global stocks endured a 
7.5% selloff on a closing basis, 10% on an intraday basis. The Nasdaq 100, which was at the epicenter of the 
speculation, fell as much as 14% on an intraday basis. 

With so many remaining uncertainties for investors–COVID-19 outbreaks, vaccine potentials, fiscal stimulus (or not), 
the US election, possible second bout of economic weakness, etc.–the one thing we are certain of is continued 
uncertainty. Indeed, we aren’t alone. The market’s pricing of volatility, the VIX, has remained at an historically 
elevated level above 25 nearly every day since the middle of February. When the market’s pricing of risk remains 
elevated for such a long period of time, we must respect that message and be discerning when deploying capital. 
While the bout of equity weakness that markets delivered in September was notable, only a few of our indicators 
actually registered a signal consistent with an intermediate-term market low. For example, new 4-week lows in 
individual stocks expanded a bit, but option speculation remains problematic. 

There are a number of events that could result in an actionable intermediate low (one that is accompanied by a 
broader resetting of sentiment and positioning). Should that occur, we remain ready to opportunistically deploy 
capital into the specific areas of the market that will likely benefit from this early expansion in which we so far 
remain.

-- Steven Vannelli, CFA, and Bryce Coward, CFA, Portfolio Managers, 9/30/20
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There is no guarantee that investment objectives will be achieved.



Risk Metrics
Since inception ten years ago, the fund has produced an excess return of 3.94% (annualized 
alpha) which ranked in the No. 1 position among all Morningstar World Allocation peers. The 
fund’s overall capture ratio and downside capture ratio also ranked in the No. 1 position of all 
funds in the category. These realized measures of capital compounding and downside risk
mitigation are consistent with the fund’s dual mandate of capital appreciation and 
preservation (data above, 10 years, as of 9/30/20).

Why Active Share 
Matters

In order to have the chance for 
returns that are different from a 
benchmark, a fund must have 
holdings that are significantly different 
than the benchmark. 

Using active share—a number on a 
scale of 0-100% with a higher 
percentage indicating a more 
differentiated set of holdings relative 
to a benchmark—we find that GAVIX 
is indeed meaningfully different from 
the Morningstar DM Large-Mid Cap 
Index, while the average peer is much 
less so.

Active Share is a term introduced by Martijn
Cremers and Anti Petajisto in a March 31, 
2009 paper, “How Active Is Your Fund 
Manager? A New Measure That Predicts 
Performance.” They defined the term as the 
“fraction of the portfolio that is different from 
the benchmark index” and found in a study of 
domestic equity funds from 1980-2003, 
“funds with the highest Active Share 
significantly outperformed their benchmarks, 
both before and after expenses, and they 
exhibited strong performance persistence.”

Active Share, tracking error and correlation  
(trailing, 5 years, as of 9/30/20) are 
calculated using the Morningstar Developed 
Markets Large-Mid Cap Index.
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The higher tracking error 
exhibited by GAVIX is 
another indication that the 
portfolio’s returns do not 
closely follow those of the 
benchmark. Compared to 
the average of other funds 
in the category, the 
returns of GAVIX are 
significantly less 
correlated with those of 
the benchmarks. 

Tracking Error & Correlation

Risk Statistic
5yr trailing, as of 9/30/20 GAVIX

Morningstar DM Lg-
Mid Cap Index

Morningstar World 
Allocation Category

Total Return (%) 7.42 10.40 4.57
Alpha (%) 3.14 0.00 -2.64
Beta 0.32 1.00 0.66
Max Drawdown (%) -15.62 -21.25 -17.57
Up/Down Capture Ratio 2.13 1.00 0.85
Upside Capture (%) 40.76 100.00 57.48
Downside Capture (%) 19.15 100.00 67.29
Treynor Ratio 19.49 9.23 5.18
Sharpe Ratio 0.84 0.68 0.39
Sortino Ratio 1.43 0.99 0.52
Standard Deviation (%) 7.39 14.39 9.74
Risk Statistic
10yr trailing, as of 9/30/20 GAVIX

Morningstar DM Lg-
Mid Cap Index

Morningstar World 
Allocation Category

Total Return (%) 7.94 9.38 3.81
Alpha (%) 3.94 0.00 -2.46
Beta 0.36 1.00 0.65
Max Drawdown (%) -15.62 -21.25 -17.57
Up/Down Capture Ratio 1.90 1.00 0.84
Upside Capture (%) 48.37 100.00 56.77
Downside Capture (%) 25.41 100.00 67.45
Treynor Ratio 20.28 8.76 4.95
Sharpe Ratio 1.03 0.68 0.39
Sortino Ratio 1.85 1.03 0.54
Standard Deviation (%) 7.08 13.59 9.06



Drawdown Avoidance History

Source of both tables: Knowledge Leaders Capital. As of 9/30/20
Please refer to the fund’s standardized performance on page 1. The performance data quoted here represents past performance. Past performance 
is no guarantee of future results. Investment return and principal value will fluctuate, so that an investor’s shares, when redeemed, may be worth 
more or less than their original cost. Current performance may be lower or higher than the performance information quoted. To obtain performance 
information current to the most recent month-end please call 888.998.9890 or visit our website at www.KnowledgeLeadersFunds.com.
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The KL Allocation Fund has demonstrated a long-term history of avoiding significant percentages of the 19 selloffs in the 
benchmark since the fund’s inception in 2010.



Q3 2020 COMMENTARY

Allocation Analysis

Equity Allocation by Sector

Beginning in late February of this year we began a four-stage 
rotation within the portfolio in order to position the fund for the 
possibility of a new economic expansion and bull market in 
stocks. The first stage was to eliminate our exposure to long-
dated Treasury bonds, which we completed at the end of 
February. The second and third stages consisted of reducing 
exposure to counter-cyclical areas of the equity market and 
redeploying that capital into areas of the global equity market we 
believe may be better positioned to outperform in the early stages 
of an economic expansion. These stages were completed in the 
second quarter. As such, the fund’s exposure to consumer non-
cyclicals and health care was pared back while the exposure to 
consumer cyclicals, technology and materials was increased 
significantly. The final stage, which we hope to complete in the 
coming months if circumstances warrant, will be to achieve an 
overweight level of equity exposure compared to our 60:40 
benchmark. With the yield on nominal risk-free government bonds 
at such a low level, the merits of that asset class as a risk 
management tool have been greatly diminished. Our view is that 
Treasury Inflation Protected Securities and precious metal-related 
investments provide superior equity hedges at this time. The fund 
currently holds greater than 10% positions in each long-dated 
TIPS and gold, as well as sizable positions in several gold mining 
stocks that meet our investment criteria. We believe these 
investments are likely to benefit from the continued high level of 
money growth in the economy as well as additional policy support 
that would likely accompany any significant economic weakness.

Equity Allocation by Region

Allocations are subject to change. As of 9/30/2020 

Asset Allocation

Fixed Income
Sector 
Breakdown

Fixed Income
Duration 
Breakdown
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Spotlight: Garmin

Driving GPS Innovation Since 1989

Garmin’s is one of those 
stories we used to see a 
lot: private companies 
made in the USA and 
spawned from the fruits of 
federal government 
innovation, in this case GPS. 
“In the early 1970s, the 
DoD (Department of 
Defense) began creating 
the Global Positioning 
System (GPS) but reserved 
use for itself until 1983,”
according to IEEE Spectrum’s Consumer Electronics Hall of Fame. “That year, the federal government made it 
available for consumer applications.”

Building on this technology, in 1989 Garmin introduced the first portable GPS device for drivers in cars. The Garmin 
StreetPilot’s major breakthrough was its affordable price of $400. Though the product is long obsolete, a quick survey 
of search results on eBay indicates thousands of subsequent generations of StreetPilots are still on the road today.

Headquartered in Olathe, Kansas, Garmin makes GPS devices and wearables for hikers, mountaineers, cyclists, 
boaters, scuba divers, drivers, pilots and even dogs. Many of the company’s devices for land, water and air still 
provide GPS via the US-owned satellite network constellation, where access is free of charge. Others, for greater 
mapping specificity, tap networks in Japan, Europe, China and Russia. Devices that promise 100% coverage of the 
globe connect to the Iridium low-orbit satellite network via subscription, which runs $15-65 a month, depending on 
the plan.

Since its founding in 1989, Garmin has delivered 220 million devices, including 15 million in 2019. But recently, the 
company announced a new milestone: 5,000 SOS rescues made so far using Garmin devices. The 5,000th SOS call 
tapped the Iridium network, according to a company blog, after a whitewater rafting emergency on the Green River in 
Colorado’s Dinosaur National Monument. When one raft got stuck on a massive boulder passing through a Class 4 
rapid called Hell’s Half Mile, the boat flipped, ejecting two people, injuring one. The rafting guide had recently bought 
a Garmin inReach—a handheld portable mapping device--and used it to arrange for a helicopter rescue for the injured 
rafter, who was treated and later released. “If we hadn’t had the inReach, though, it would have been very hard to 
coordinate a rescue,” the river guide told Garmin. “We would have had to travel to the takeout point that was really 
far downstream, it would have been dark, and we would have had to try to make an emergency phone call. The 
whole scenario would not have played out smoothly.”

The firm considers its focus on strategic design as the key to its ability to compete. Once a new Garmin product has 
been approved, a multi-disciplinary team designs then transitions it to manufacturing, which takes place in one of five 
facilities in Taiwan, China, the Netherlands, Kansas and Oregon. This close partnership between engineering and 
manufacturing teams is what we call an intangible asset, because the productivity inherent in the sharing of 
resources across product lines serves to consistently lower costs and improve quality(continued, next page)

Garmin dash technology in singer-songwriter Jimmy Buffet’s boat “Last Mango,” credit: Garmin

https://spectrum.ieee.org/consumer-electronics/gadgets/the-consumer-electronics-hall-of-fame-garmin-streetpilot-gps-navigation-system
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Spotlight: Garmin (continued)

and time-to-market. This is also the kind of innovation footprint that shows up in our 
intangible-adjusted data compiled from historic financial reports, where we calculate 
Garmin spends 16.1% of sales on R&D activities. As a result, this Knowledge Leader 
ranks No. 3 for R&D out of the world’s consumer discretionary companies.

Garmin’s development staff includes industrial, software, electrical, mechanical and 
cartographic engineers. Of its 15,000 employees in 65 offices around the world, 4,500 
are engineers and 4,900 are manufacturing staff. The company has been issued over 
1,350 patents. Sales are organized into five categories: fitness, outdoor, aviation, auto 
and marine. The majority of revenues in 2019 came from fitness products like sport 
watches (28%), followed by outdoor products like inReach—the device used in the 
whitewater raft rescue--(24%), aviation products like flight deck displays and 
instruments (20%), auto products such as DashCams and backup cameras (15%), and 
marine displays for mapping, sonar and radar (13%). Last year, 48% of sales were to the 
Americas, 34% to Asia Pacific and 16% to EMEA.

How has a business which describes itself as a maker of products “engineered on the 
inside for life on the outside” been impacted by the pandemic? In July, Garmin reported a 
9% decrease in year-over-year revenue, with growth in fitness and marine, and declines 
in the outdoor, aviation and automotive segments. What’s next for Garmin? Much more 
of its incremental style of innovation, it would appear. In September alone, the company 
announced new products including an advanced GPS smartwatch for runners and 
triathletes, a coaching app for team stats, an ice fishing bundle to help anglers pinpoint 
schools of fish under the ice, a marine radar device designed to help boats avoid 
collisions, flocks of birds and weather, and new FAA certifications for emergency aircraft 
landing systems. Consistent with every Knowledge Leader company we have studied so 
far, Garmin complies with a broad scope of regional environmental standards, works to 
eliminate hazardous materials from products, and advocates for human rights and 
responsible mining practices. The details of these efforts can be found on its website.

As of 9/30/20, Garmin was held in the KL Allocation Fund. Intangible-adjusted data 
source, Knowledge Leaders Capital as of 8/31/20.

Early  generation StreetPilot (left) and current inReach satellite communicator (right), credit: Garmin

Moneyball Investing:
Winning the Loser’s Game

Even if you haven’t seen the hit movie 
starring Brad Pitt, most are familiar 
with Michael Lewis’ Moneyball. The 
story traces how Billy Beane employed 
unconventional methods, including 
intense data analysis to his 2003 
Oakland A’s – the poorest and most 
talent-gutted team in baseball – to win 
against all odds and transform how the 
sport was played. Beane’s genius was 
turning professional baseball from a 
Winner’s Game, in which the actions of 
a few superstars dictated the outcome, 
to a Loser’s Game, where the team 
that made the fewest errors won. 

In 1975, legendary investor Charles Ellis 
declared that active money 
management also has been 
transformed from a Winner’s Game into 
a Loser’s Game. Today, when over 90% 
of active money managers are 
underperforming*, success may be as 
much about selling the wrong stocks as 
buying the right ones. 

In the KL Allocation Fund, we apply a 
Moneyball approach to investing: 
seeking to outperform by making fewer 
mistakes than the market. Of the 19 
5%+ market drawdowns since 
inception of the fund, we have 
outperformed in all 19 (as of 9/30/20). 
By striving to never own securities that 
experience a major drawdown, we aim 
to manage a portfolio with a very low 
max drawdown. 

Learn more about our Moneyball 
approach to active management in the 
KL Allocation Fund by downloading our 
white paper, Moneyball Investing: 
Winning the Loser’s Game. 

*Source: SPIVA/S&P Dow Jones 
Indices

http://ww2.knowledgeleaderscapital.com/MoneyballInvesting2020
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Holdings

As of 9/30/2020

Equity Securities % of Net Assets Country Sector
CHUGAI PHARM CO 1.91 Japan Health Care
AGNICO-EAGLE MINES LTD 1.75 Canada Materials
L'OREAL 1.51 France Consumer Staples
KONINKLIJKE DSM NV 1.48 Netherlands Materials
ROYAL GOLD INC 1.42 United States Materials
FRANCO NEVADA CORP 1.31 Canada Materials
BEST BUY CO INC 1.29 United States Consumer Discretionary
DAIKIN INDUSTRIES LTD 1.07 Japan Industrials
NICE SYSTEMS LTD 1.07 Israel Information Technology
SYMRISE AG 1.03 Germany Materials
SMC CORP 1.00 Japan Industrials
BIO-TECHNE CORP 0.99 United States Health Care
ALPHABET INC CAP STK CL A 0.93 United States Communication Services
UNI-CHARM CORP. 0.91 Japan Consumer Staples
RECKITT BENCK GRP 0.89 United Kingdom Consumer Staples
SWEDISH ORPHAN BIO 0.88 Sweden Health Care
DANAHER CORP DEL COM 0.87 United States Health Care
NISSIN FOOD HOLDINGS CO LTD 0.81 Japan Consumer Staples
PANDORA A/S 0.75 Denmark Consumer Discretionary
TAKARA HOLDINGS INC 0.71 Japan Consumer Staples
SERIA CO LTD 0.70 Japan Consumer Discretionary
HERMES INTL 0.67 France Consumer Discretionary
ADVANTEST CORP 0.66 Japan Information Technology
ABBOTT LABS COM 0.65 United States Health Care
ASTRAZENECA PLC 0.62 United Kingdom Health Care
NEXON CO LTD 0.61 Japan Communication Services
SONOVA HOLDING AG 0.61 Switzerland Health Care
FLUTTER ENT PLC 0.59 Ireland Consumer Discretionary
ONO PHARMACEUTICAL 0.59 Japan Health Care
HELLA GMBH & CO.KG 0.58 Germany Consumer Discretionary
NIPPON SHINYAKU CO 0.56 Japan Health Care
IDEXX LABS INC 0.55 United States Health Care
NIKE INC CL B 0.54 United States Consumer Discretionary
PERKINELMER INC 0.54 United States Health Care
COM2US CORP 0.54 South Korea Communication Services
OMRON CORP 0.53 Japan Information Technology
INTUITIVE SURGICAL INC COM NEW 0.53 United States Health Care
TOPBUILD CORP 0.51 United States Consumer Discretionary
FUJIFILM HOLDINGS CORP 0.50 Japan Information Technology
EBAY INC COM 0.49 United States Consumer Discretionary
GOURMET MASTER CO LTD 0.49 Taiwan Consumer Discretionary
SPS COMMERCE INC 0.49 United States Information Technology
AGILENT TECHNOLOGIES INC 0.49 United States Health Care
CUMMINS INC 0.48 United States Industrials
HENNES & MAURITZ AB CL B 0.47 Sweden Consumer Discretionary
PARKER HANNIFIN CORP 0.47 United States Industrials
PULTE HOMES INC 0.46 United States Consumer Discretionary
MONSTER BEVERAGE CORP 0.46 United States Consumer Staples
LABORATORY CORP AMERICA HLDGS 0.46 United States Health Care
TRIMBLE INC COM 0.46 United States Information Technology
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Holdings (continued)

As of 9/30/2020

Fund Description and Objective:

The KL Allocation Fund seeks long-term capital appreciation with an 
emphasis on capital preservation. 

The fund invests in the equities of Knowledge Leaders, those 
companies that possess deep reservoirs of intangible capital as a 
result of their history of investing in knowledge-intensive activities like 
R&D, brand development and employee education. Academic 
research has proven highly innovative companies have a tendency to
generate excess returns in the stock market, and it is these excess 
returns the investment team aims to capture in the portfolio.

The fund employs an allocation strategy, investing in three asset 
classes depending on market factors: equities, fixed income and cash. 
As a result of highly active stock selection and asset allocation 
decisions, the fund has established a long history of avoiding major 
market drawdowns. May be recommended for portfolio performance, 
portfolio efficiency and downside risk mitigation.

FAIR ISSAC CORP 0.45 United States Information Technology
GRUBHUB INC 0.45 United States Consumer Discretionary
NORDSON CORP COM 0.45 United States Industrials
ROPER INDS INC NEW COM 0.44 United States Industrials
GARMIN LTD SHS 0.44 Switzerland Consumer Discretionary
SPLUNK INC 0.43 United States Information Technology
WHEATON PRECIOUS METALS CORP 0.43 Canada Materials
QUEST DIAGNOSTICS INC 0.42 United States Health Care
ADDUS HOMECARE CORP 0.42 United States Health Care
SARACEN MINERAL HL 0.41 Australia Materials
POLYMETAL INTL PLC 0.41 United Kingdom Materials
DENTSPLY SIRONA INC 0.40 United States Health Care
GLOBUS MED INC 0.39 United States Health Care
CACI INTL INC 0.37 United States Information Technology
DAIICHI SANKYO COM 0.33 Japan Health Care
Fixed Income % of Net Assets Country
SCHWAB US TIPS ETF 10.52 United States
ISHARES USD TREAS 1-3Y ETF -
London/USD 2.97 United States
Precious Metals
SPROTT PHYSICAL GOLD TRUST UNIT 10.24 Canada
Cash Holdings
United States Dollar 31.17 United States

About the Advisor
Knowledge Leaders Capital identified 
the Knowledge Effect and created the 
first investment methodology that 
seeks to capture the excess returns of 
highly innovative companies.

Knowledge Leaders Capital LLC 
1600 Broadway, Suite 1600 
Denver, CO 80202 
Tel: 303-763-1810 
Email: info@klcapital.com 
www.KnowledgeLeadersFunds.com

http://ww2.knowledgeleaderscapital.com/KnowledgeEffectApprovedforKLFunds
http://ww2.knowledgeleaderscapital.com/MoneyballInvesting2020


Q3 2020 COMMENTARY

Risk Disclosures & Definitions
The KL Allocation Fund is distributed by IMST Distributors, LLC. The value of the securities held by the Fund will change due to general 
market and economic conditions and industry perceptions. Investments in non-US issuers may involve unique risks. Currency fluctuation, adverse 
political, economic or social developments could undermine the value of the Fund’s investments. The securities of mid-cap companies may be 
subject to more abrupt or erratic market movements and may have lower trading volumes. Many of the risks with respect to foreign investments 
are more pronounced for investments in issuers in developing or emerging market countries. An investment in a fund that is less diversified 
across countries or geo- graphic regions is generally riskier than an investment in a more geographically diversified fund.

Active Share is a term introduced by Martijn Cremers and Anti Petajisto in a March 31, 2009 paper, “How Active Is Your Fund Manager? A 
New Measure That Predicts Performance.” They defined the term as the “fraction of the portfolio that is different from the benchmark index” and 
found in a study of domestic equity funds from 1980-2003, “funds with the highest Active Share significantly outperformed their benchmarks, 
both before and after expenses, and they exhibited strong performance persistence. Beta is a measure of the funds sensitivity to market 
movements. A portfolio with a beta greater than 1 is more volatile than the market and a portfolio with a beta less than 1 is less volatile than the 
market. Alpha is a measure of the portfolio’s risk adjusted performance. When compared to the portfolio’s beta, a positive alpha indicates 
better-than-expected portfolio performance and a negative alpha worse-than-expected portfolio performance. Standard Deviation is a 
calculation used to measure variability of a portfolio’s performance. Treynor Ratio is a risk-adjusted measure of return based on systematic risk. 
It is similar to the Sharpe ratio, with the difference being that the Treynor ratio uses beta as the measurement of volatility. Correlation is the 
extent to which the returns of different types of investments move in tandem with one another in response to changing economic and market 
conditions. Correlation is measured on a scale of -1 (negatively correlated) to +1 (completely correlated). Low correlation or negative correlation 
to traditional stocks and bonds may help reduce risk in a portfolio and provide downside protection. Max Drawdown is the maximum single 
period loss incurred over the interval being measured. Up/Down Capture Ratio shows whether a fund has outperformed a broad market 
benchmark during periods of market strength and weakness. The Morningstar World Allocation portfolios seek to provide both capital 
appreciation and income by investing in three major areas: stocks, bonds, and cash. While these portfolios do explore the whole world, most of 
them focus on the US, Canada, Japan, and the larger markets in Europe with less than 50% of their assets in emerging markets. These portfolios 
typically have at least 10% of assets in bonds, less than 70% of assets in stocks, and at least 40% of assets in non-US stocks or bonds. Basis 
point is one hundredth of one percent. Price-to-book value ratio is a ratio used to compare a stock’s market value to its book value. The 
Morningstar Developed Markets Large-Mid Cap Index is a subset of large-cap and mid-cap stocks in the Morningstar Developed Markets 
Index, a broad market index representing 97% of the developed markets equity market capitalization. The Bloomberg Barclays US Treasury 
Bond Index is a market capitalization weighted index that is often used to represent investment grade bonds being traded in the United States. 
Tracking Error is a measure of how closely a portfolio follows the index to which it is benchmarked. Sharpe Ratio uses a fund’s standard 
deviation and its excess return (the difference between the fund’s return and the risk-free return of the 90-day Treasury Bills) to determine 
reward per unit of risk. 

An investor cannot invest directly in an index.

The Morningstar RatingTM for funds, or “star rating”, is calculated for managed products (including mutual funds, variable annuity and variable life 
subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-traded funds and open-
ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return 
measure that accounts for variation in a managed product’s monthly excess performance, placing more emphasis on downward variations and 
rewarding consistent performance. The Morningstar Rating does not include any adjustment for sales loads. The top 10% of products in each product 
category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 
star. The Overall Morningstar Rating for a managed product is derived from a weighted average of the performance figures associated with its three-, 
five-, and 10-year (if applicable) Morningstar Rating metrics. The weights are: 100% three year rating for 36-59 months of total returns, 60% five-year 
rating/40% three-year rating for 60-119 months of total returns, and 50% 10-year rating/30% five-year rating/20% three-year rating for 120 or more 
months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, the most recent three-year 
period actually has the greatest impact because it is included in all three rating periods. 

©2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses 
arising from any use of this information. Past performance is no guarantee of future results. Knowledge Leaders Funds are not sponsored, endorsed, 
sold or promoted by Morningstar, Inc. or any of its affiliates (all such entities, collectively, “Morningstar Entities”). The Morningstar Entities make no 
representation or warranty, express or implied, to the owners of the Knowledge Leaders Funds or any member of the public regarding the advisability of 
investing in mutual funds or ETFs generally or in the Knowledge Leaders Funds in particular or the ability of the Knowledge Leaders Funds to track 
mutual fund or ETF market performance. THE MORNINGSTAR ENTITIES DO NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE 
KNOWLEDGE LEADERS FUNDS OR ANY DATA INCLUDED THEREIN AND MORNINGSTAR ENTITIES SHALL HAVE NO LIABILITY FOR ANY ERRORS 
OMISSIONS, OR INTERRUPTIONS THEREIN.
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