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» The key technology for financial professionals is in benchmarking

» This is partially revealed in MSCI annual revenues which increased to
2.1bn$ as of Q2 22

> The company with 34bn$ in market cap is one of the leading benchmark
providers to fund managers.

» Any investment idea relies on the benchmark that has been already
created or will be rapidly created as a new investment idea gathers
speed.

» Look at another benchmark provider Solactive for example which put out
a number of metaverse benchmarks as the idea spreads in popularity.

> MSCI for example has over 16.4trin US$ in AUM tracking their
benchmarks.

» ltalso collects a fraction of AUM as index fee from asset managers while
in a market rout these fees declined with declining asset prices.

» Mathematics for benchmarks is not straight forward.

» Indexis a sum of asset prices with some weights factors and
adjustments factors. It is a mathematical construct.

» Branches of mathematics which use similar structures as indexes are a
few

» Calculus studies finite sums

» Linear algebra and modules study linear combinations of basis over
some ring or a module.

» Knapsack problems yield to combinatorial optimization methods and it is
also connected to index construction or portfolio optimization.

» Group theory studies permutations of elements in sets and if you track
rankings of your performers in the index daily or monthly you can
construct a subset of symmetrical group of permutations of elements in
your index.

» Statistics and probability theory has methods to study time series for
various distributions, their true values and other properties.

» Mechanics studies state functions it has means of determining dynamics
of a center of mass of a system with some similarities to index tracking.

» Yetindex makers and analysts very rarely apply any of advanced
mathematics to study indexes

» Their only concern is which measure grows in a given time interval.

» So that the most popular index objective surfaces as an obvious trade
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idea.

When this objective is spotted early and checked against common sense,
there might be some time to enjoy the gains before the rest of the crowd
piles in to the trade.

For example this year the commaodities linked indexes tracking oil or gas
price or a basket of stocks in oil and gas sector was the most profitable
trade to chase and it was spotted quite early. Even in the middle of 2020

it was hinted that these benchmarks will yield a profitable trade backed
by a variety of factors and the key among them was that lots of paper
money have been printed to ignite inflation.

» Index rebalancing trade is another point of interest to analysts.

» However it is best to anticipate index actions early 2 or 3 years ahead of
the inclusion or exclusion.

» Picking up good assets that will eventually make their way into a widely
tracked benchmark is a good trading practice.

» On the contrary betting on those inclusions right before the rebalancing
can be less profitable as usually index inclusion event is about time for

profit taking.
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The information contained in this document is neither an offer to sell nor a solicitation of an offer to purchase interests in
any referenced investment nor does it represent a research report. Securities may not be offered or sold in the United
States absent registration with the US Securities and Exchange Commission or an exemption from registration under the
US Securities Act of 1933, as amended. This document is only directed at professional investors who have experience of
investing in emerging markets and the referenced investments are unlikely to be suitable for most private individuals. The
referenced investments are speculative and include a high level of risk, and investors may not receive back the original
amount of money that they invested. The value of investments can fall as well as rise, and you may get back less than
what you originally invested. Where an investment is made in overseas currencies, changes in currency exchange rates
may affect the value of your investment. Investments in emerging markets can be more volatile than in other more
developed markets. Past performance is no guarantee of future performance, and the value of investments can go down
as well as up. Please consult your financial and tax advisers if you are considering investing in any of the referenced
investments. This document may contain certain forward-looking statements with respect to MidLincoln Research’s
strategies or expectations. Forward-looking statements speak only as of the date they are made, and MidLincoln
Research assumes no duty to, and does not undertake to, update such forward-looking statements. This document may
not be reproduced, distributed, transmitted, displayed, published or broadcast by any recipient for any purpose without the
prior consent of MidLincoln Research. This document has been issued by MidLincoln Research.



