
Dear Investor,

We hope you had a happy New Year and a wonderful start to your 2023. We’re pleased to
report that Peak had a successful year – both the fund and firm experienced a level of
growth that we believe reflects the value and durability of our trading strategies as well as
the expanding team we have in place.

From an AUM perspective, the Peak Total Investment Fund grew from US$8mm as of
12/31/21 to approximately US$26mm as of 12/31/22.  The Peak Total Segregated Portfolio
(SP) returned 59.20% gross in 2022, and the Peak Tail SP returned 51.2% gross over the
same period (this reflected a partial year as the fund launched in April; projected to a full
year, the return would also close to 60% annual gross).1

In stark contrast, the S&P 500 (“SPX”) returned -19.64% for the year. Similarly, a 60/40
portfolio blending the S&P 500 with the Bloomberg U.S. Aggregate Bond Index would have
lost 16% in 2022.

2022 Gross Returns

Peak Total SP 59.20%

Peak Tail SP 51.2%

S&P 500 -19.64%

60/40 -16%

How was Peak able to produce such strong returns, especially relative to its benchmark
index, in a year when the market experienced such significant losses? We know there’s a 
chance you might be wondering, is this too good to be true?

1In case you’re new to Peak, or just need a refresher, the Peak Total Investment Fund SPC consists of two underlying 
segregated portfolios: the Peak Total Segregated Portfolio and Peak Tail Segregated Portfolio. Peak Tail differs from Peak Total 
in that it is designed specifically to thrive in market calamity.
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It’s not. We’ve dedicated years to the development of Peak’s investment plan and trading 
strategies, and have always been razor-focused on risk and capital preservation combined 
with the production of consistent returns. We’re able to achieve this because the former two 
provide for a lower volatility time series of returns and better geometric compounding. 
Though we officially launched the Peak Total Investment Fund SPC in April 2020, we have 
been trading and refining the strategies themselves for five years prior in Patrick’s personal 
‘Friends and Family’ account. To this day, the Peak Fund remains Patrick’s primary 
investment. He has a significant amount of his personal net worth invested in the fund, as 
well a separate but equally significant amount invested in his personal account that trades 
the same strategies. Peak trades its investors’ money in the same way its investment 
managers trade their own money. We’re also pleased to report that we’re coming up on three 
years of live, audited fund returns by our auditor, Grant Thornton.

How We Trade

We trade non-directional S&P 500, or SPX, options strategies. Simply put, this means the 
trades themselves do not have a preference for market direction. This is what makes them 
uncorrelated to the general market, as evidenced by our returns: our results in 2022 almost 
exactly match our results in 2021, even though the market environments were completely 
different (2021 was quite bullish, whereas the 2022 market experienced significant losses).

Given this non-correlation to the market, our approach to managing the fund consistently 
revolves around two central themes: 1) producing income in a locally defined risk 
environment with a hyper focus on limiting or removing outsized risk and 2) ensuring we are 
positively exposed to left tail, or Black Swan, events.

In other words, we extract the premium that is present in the options market due to hedging 
and speculation, and we remain positively exposed to left tail events, which are typically mis-
priced. We operate in an environment where traditional modeling fails, and we take
advantage of the inherent premium present in the market whilst protecting ourselves with the
mispricing in the left tail. While our income trades do carry some defined risk in the options 
graph, our hedges would activate on the left tail in the event of a major market crash. The 
profits from the activated hedges would overwhelm the losses in the income trades, allowing 
the portfolio of trades to be profitable overall. We call this being locally concave but globally 
convex. (“Local concavity” describes how we’re limited in risk for our income production, 
while “global convexity” describes our exponential, potentially explosive or positive, exposure 
to left side tail events).

We achieve and maintain this balance by utilizing four different income trades, each of which 
has its own type of embedded Black Swan hedge. Hedges react positively but differently 
depending where and when they are placed, so we maximize diversification and protection 
across time and strike to ensure maximum benefit during a potential crash.
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Trading and Risk Reduction

We focus on diversification as a means to reduce risk. We trade in what is known as a 
campaign style, entering 1/12 of our available capital each week. Our trades are diversified 
by type of trade, time of entry, days to expiration, strike (location within the market), and the 
type of embedded tail hedging. This means we are also diversified across what is known as 
skew.

In reducing risk, we save on what is called the Volatility Tax. A low volatility series of trades 
will compound at a faster rate than a variant series of trades with the same expected edge, 
and that will ultimately result in higher overall geometric returns. In other words, a 10% per 
year strategy could return more over a 5-year period than a 30% per year strategy if the 30%
a year strategy experienced higher volatility over the life of the trade.

Similar to how we enter our income trades in a campaign style, we also enter additional 
hedges every week in what we call our Black Swan Hedge Factory, or BSH Factory, for 
added protection. We do this every week, but if we’re seeing signs of volatility in our 
indicators, we will layer on additional “opportunistic” hedges. Risk events are our primary 
focus, and we want to capitalize on these events.

We have both proactive and reactive hedges, as well as hedges for grind down markets. As 
the older income trades in our campaign mature, they become hedges for a downturn in the 
market (an orderly, grind down type of market decline, not an actual crash). The market we 
experienced in 2022 was a great example of this, and it contributed to our outsized annual 
returns.

On the Horizon: Peak Zero Fund

We’re pleased to announce that we’re working on the creation of a new Segregated Portfolio
within the Peak product set called Peak Zero. We have developed a set of strategies that
extract the premium inherent in options contracts that expire on the same day. Zero day 
options carry a disproportionately high premium for a short duration and carry no overnight 
risk with an extremely limited 2% overall risk in any given day. To reiterate, the trades are 
entered and exited on the same day, which eliminates overnight and black swan risk due to 
it’s limited maximum loss. Rather, risk is defined and limited on both the upside and 
downside. Patrick and Chris utilized their years of experience in exploiting edges and 
calculated risks to carefully create and hone this new system. We look forward to sharing 
more information closer to the launch date.

Peak Operations

From an operational perspective, in addition to Grant Thornton serving as our auditor, Peak 
is registered with and fully regulated under the Cayman Islands Monetary Authority (CIMA). 
As required under Cayman law and as part of our commitment to adhere to financial services 
compliance standards, two wholly independent directors sit on our board and provide 
oversight, as required. Furthermore, PEAK is administered by the third-party management 
firm NAV Fund Administration Group, based in the United States. NAV is responsible for 
controlling Peak’s bank accounts, calculating AUM and monthly accounting,
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as well as administering all subscriptions and redemptions. Last, Campbells serves as our
offshore legal counsel, while Wick Phillips serves as our US Counsel.

As of January 1, 2023, PEAK welcomed its first US investors into the Peak Total Investment
US Fund LP, an onshore feeder fund that is the US equivalent of the Peak Total Investment
Fund SPC. The US feeder fund is open to accredited US investors, and accepts IRAs and
benefit plan investments.

We want to express our gratitude and appreciation for your continued trust in Peak. We
remain committed to you and your investment with us, and we look forward to continuing to
work with you in 2023. As always, please do not hesitate to reach out at any time to Patrick,
Chris, or our Client Services Director, Laura, all of whom are more than happy to assist in
answering any questions you might have.

Patrick and Chris are also available to jump on a Zoom at any time to provide clarification or
additional information with respect to the fund, trading strategies, and/or their hedging
approaches. By all means just let us know.

Wishing you a prosperous 2023,

Patrick and Chris
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