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PARTNERS

THE RISK OF LOSS IN TRADING COMMODITIES CAN BE SUBSTANTIAL. YOU SHOULD THEREFORE CAREFULLY
CONSIDER WHETHER SUCH TRADING IS SUITABLE FOR YOU IN LIGHT OF YOUR FINANCIAL CONDITION.




Risk Disclosure

THE RISK OF TRADING COMMODITY FUTURES, OPTIONS AND FOREIGN EXCHANGE ("FOREX") IS

SUBSTANTIAL. THE HIGH DEGREE OF LEVERAGE ASSOCIATED WITH COMMODITY FUTURES, OPTIONS
AND FOREX CAN WORK AGAINST YOU AS WELL AS FOR YOU. THIS HIGH DEGREE OF LEVERAGE CAN
RESULT IN SUBSTANTIAL LOSSES, AS WELL AS GAINS. YOU SHOULD CAREFULLY CONSIDER
WHETHER COMMODITY FUTURES, OPTIONS AND FOREX IS SUITABLE FOR YOU IN LIGHT OF YOUR
FINANCIAL CONDITION. IF YOU ARE UNSURE YOU SHOULD SEEK PROFESSIONAL ADVICE. PAST
PERFORMANCE DOES NOT GUARANTEE FUTURE SUCCESS. IN SOME CASES MANAGED ACCOUNTS
ARE CHARGED SUBSTANTIAL COMMISSIONS AND ADVISORY FEES. THOSE ACCOUNTS SUBJECT TO
THESE CHARGES, MAY NEED TO MAKE SUBSTANTIAL TRADING PROFITS JUST TO AVOID DEPLETION
OF THEIR ASSETS. EACH COMMODITY TRADING ADVISOR ("CTA") IS REQUIRED BY THE COMMODITY
FUTURES TRADING COMMISSION ("CFTC") TO ISSUE TO PROSPECTIVE CLIENTS A RISK DISCLOSURE
DOCUMENT OUTLINING THESE FEES, CONFLICTS OF INTEREST AND OTHER ASSOCIATED RISKS. A
HARD COPY OF THESE RISK DISCLOSURE DOCUMENTS ARE READILY AVAILABLE BY CONTACTING
WISDOM FINANCIAL.

THE FULL RISK OF COMMODITY FUTURES, OPTIONS AND FOREX TRADING CAN NOT BE ADDRESSED
IN THIS RISK DISCLOSURE STATEMENT. NO CONSIDERATION TO INVEST SHOULD BE MADE WITHOUT
THOROUGHLY READING THE OFFERING MEMORANDUM.

THE CFTC HAS NOT PASSED UPON THE MERITS OF PARTICIPATING IN THIS FUND.
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Executive Summary

A LIM Moderately Aggressive Strategy
A Very dynamically managed portfolio of options on S&P 500 futures
A Construction of positions actively managed according to desired risk/returns criteria
A Profits as time passes
A Market neutral for small movements
A Reduced gap risk at each target returns level (stress tests)
A The |l atter is achieved by buying cheap ou
8 years track record in March 2011
Excellent year-on-year performance: Annualized ROR since inception of 22.67%
Excellent diversification vehicle
Monthly returns correlation to S&P 500 of 33.993%
Detailed analysis of the source of ALPHA explained in attached presentation
A Market practitioners use Black-Scholes models to price and hedge these options

A They tweak volatilities to account for liquidity factors (a reflection that market returns are
NOT distributed like a Bell curve)

A Above results in inefficient pricing except for far out-of-the-money puts

To o Io Do Do
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About LIM

LJM Partners Ltd. (ALIMA) is an Il linois Corporation and
investment services to institutions and high net worth individuals. LIMisaCommo di ty Trading awvi s o

Commodity Pool O p registettedwith tilefCanMOdity Futures Trading Commission and a member of the
National Futures Association.

History

Founded in July1998 by Anthony J. Caine

A primary function of LIM is managing Caine family assets

Expertise developed in S&P option pricing and dynamics for over 12 years

Approx. $270 million under management: $235 million client funds; $45 million proprietary funds
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LIJM PARTNERS Ltd

Trading Systems [ Risk Management

CTAT Managed Accounts CPO 1T Commodity Pools

LJIM Preservation and Growth Strategy LIM Preservation and Growth Fund, L.P.
LJM Moderately Aggressive Strategy LIM Fund, L.P. & LIM Offshore Fund, Ltd.
LIM Aggressive Strategy
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LJM Organization

Anthony J. Caine | FOUNDER & CHAIRMANLJMés Founder and Chairman is Anthony J. Caine. Mr. Caine
of his professional career in the computer and software industries, including employment at Hewlett-Packard, Apple Computer and Trilogy Development

Company. I'n 1990 Mr . Caine founded Spygl ass, Inc. where he serwed |laBO®Sdh ygn d stsrda d @
from June 1995 through March 2000 on the NASDAQ Stock Exchange. In March 2000 Spyglass, Inc. was acquired acquired by OpenTV in a $2.5 billion

stock exchange transaction. Since retiring from the software industry in November 1995, Mr. Caine has traded options and managed options accounts on

a full-time basis. Mr. Caine received degrees in Economics and Mathematics from Carnegie-Mellon University in 1979.Tony is registered with the CFTC as

an AP and principal of LJM and possesses his FINRA Series 3 license.

J. Scott Sykora | PRESIDENT LIM's President is J. Scott Sykora. Mr. Sykora is 53 years old and is responsible for all LIM operations including financial
reporting, regulatory compliance, marketing/advertising and new retail sales. Scott joined LIM in February 2006 after seven years with Deloitte
Consulting Product Services LLC where he acted as Portfolio Director. Prior to Deloitte Mr. Sykora worked at the Hewlett-Packard Company in the global
system integrator alliances organization. From 1989i 1995 Mr. Sykora worked at his family's business, Floralife, where he acted as President and
COO. From 1979-1989 he worked in the Computer Sales Group of the Hewlett-Packard Company. Mr. Sykora has a bachelor's degree
in Engineering Physics from Miami University of Ohio and an MBA from the University of Chicago. Scott is registered with the CFTC
as an AP and principal of LIM and possesses his FINRA Series 3 license.

Guillermo Bublik, Ph.D. | CHIEF RISK OFFICERLJ M&és Chi ef Ri sk Officer is Guillermo Bublik, Ph. D. Dr . Bu
and new trading strategies for the firm. Dr. Bublik joined LIM in June of 2008 from UBS O'Connor, the hedge fund arm of UBS Global Asset Management,

where he was in charge of designing arbitrage strategies for the Convertible Bonds and Credit funds, as well as implementing portfolio risk control

measures. Dr. Bublik has 18 years of experience building pricing models and risk management systems in all major product areas: equities, foreign

exchange, interest rates and fixed income. While working at O'Connor and Associates in the early 1990's he was part of a team which designed and

implemented a novel approach to modeling derivative instruments that allowed for the clean aggregation of portfolio risk measures across multiple asset

classes. In the late 1990's he was the Global Head of the Equities Quantitative Development team, delivering the models used in the global risk

management system of UBS Investment Bank. Guillermo holds a Doctor of Philosophy in Theoretical Physics and a Master of Science in Physics from the

University of Washington. He completed his Undergraduate studies at the University of Buenos Aires, Argentina. Guillermo is registered with the CFTC as

an AP and principal of LIJM and possesses his FINRA Series 3 license.

Fernando Anton, Ph.D. | MANAGING DIRECTOR, HEAD OF RESEARCHLJM6s Director of Resear chbDriAntofFstartedarading Ant on, P
equity derivatives at Swi Subseguant tothe m&@genwith UBS, Ferndn8o9adsumed increasing roles including senior trader in the

Latin American Equity Derivatives group, co-head of trading for Latin American Emerging Markets Credit Derivatives and head of the trading desk for

the proprietary book of Capital Structure Arbitrage. In 2006, Fernando was employed at Citadel Investment Group where he acted as risk manager for their

credit strategies. From 2007-2008, Fernando was employed at Credit Suisse Asset Management where he focused on structured products. Prior to joining

LJIM Partners, Fernando was the CIO of CCapital, a hedge fund start-up based in Zurich, Switzerland. Fernando holds a Doctor of Philosophy in Theoretical

Physics from Oxford University, a Master in Science in Theoretical Physics: Quantum Fields and Fundamental Forces from the Imperial College of Science

Technology and Medicine, London, UK and a Bachelor in Science, Physics from the Universidad Nacional Auténoma de México (UNAM) in Mexico City.

Fernando is registered with the CFTC as an AP and principal of f LJM and possesses his FINRA Series 3 license.

Anish Parvataneni, CFA | DIRECTOR Anish Parvataneni, CFA is a Director at LJM. Mr. Parvataneni has more than 10 years of experience in the
investment management industry. He began his career in 1995 managing a $200 mm domestic equity mutual fund at Unit Trust of India. In 2003 he
served as a Financial Engineer at Citadel Investment Group in the Global Credit team. In this role Anish assisted in the development and deployment of
various risk systems and quantitative models. From 2006-2007 Anish assumed the role of a trader and managed a corporate bond options portfolio
trading credit and interest rate derivatives. His responsibilities also included portfolio and risk management. Most recently, from 2008-2010, Anish
worked as an algorithmic trader at Jump Trading in Chicago. In this role Anish was responsible for trading equity, interest rate and bond futures as well
as other exchange traded products. Anish has a Master in Science in Computational Finance from Carnegie Melon University, a Master in Business
Administration from Indian Institute of Management (IIM) in Lucknow, India and a Bachelor of Mechanical Engineering from the Regional Engineering
College in Bhopal, India. Anish is also a Chartered Financial Analyst (CFA) charterholder.
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LIJM Partners, Ltd.

- LIJM Moderately Aggressive Strategy

Definition:

Annualized profit objectives are targeted at 24-28%. Given the potential variability in short term performance the
moderately aggressive investor should have a two to four year timeline or longer. The trading strategy for the
Moderately Aggressive adds hedging to reduce risk and to limit exposure to gap down movements of 20% or less in
the underlying S&P index. The hedging strategy will include long puts (i.e. put spreads) with the goal of reducing
maximum capital loss relative to purely unhedged positions. Pricing for all instruments purchased or sold to facilitate
the hedging portion of the strategy will be modeled using commercially availability risk management tools such as
ProOpticus® (ProOpticus® is a registered trademark of Prime Analytics, Inc.) The LIM Moderately Aggressive
Strategy does not hedge short call exposure.
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LJM Moderately Aggressive Strategy

LIM MODERATELY AGGRESSIVE STRATEGY

‘uwp-ilinn Awa, i
wd BarclayHedge  frExecllence
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LIM Partners (LJM Fund Ltd)
Net Return For
Jun 2010,
Sector: Options Strategies

*This fund was ranked based on Barclays CTA database
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LJM Partners (LJM Fund LP)|
Net Return For
Jun 2010,
Sector: CTAs Managing More Tha
$10M.

*This fund was ranked based on Barclays CTA database
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LIM Partners (LIM Fund u’)‘
Net Return For

Oct 2010, !

Sector: Dpﬁnnxs&nusﬂcn_‘

‘This fund was ranked based on the data in BarclayHedge's Managed Futures Database

Jan Feb Mar Apr May Jun Jul Aug Sep Ot Naov Dec Year
20053 n/a n/a n/a .24 L.O7 2.8q4 506 5.52 165 G54 205 187 2mag%
20004 2.50 G.27 2.65 4.55% 5.83 345 2.8z .44 500 -1.54 005 z.58 gB.eek
2005 4.67 105 102 180 2.58 4.67 [T 5.88 4.15 o.48 -0.67 5.56 gaao0%
20l 2.5z 3.23 .06 2.56 -2.01 4.20 0.497 4.90 127 151 2,44 302 aLask
2007 .01 -z.08 0.0 -0.54 152 5.68 -5.72 745 Bozz 4.52 5.50 6.54 2h.53%
2008 -12.5% 14.61 G.97 4.15 518 4.71 4.65 4.25 -12.9% -55.60 o.8g 586 -17.06%
2009 2.93 2.74 ~2.44 5760 Fugd 3.76 -4.26 2.76 2.30 ~0.11 4.4 4.48  20.09%
2010 194G 3.70 .62 -L54 -5 6 T 2.7% 4.6z -0.25 ] 2.55 1496 2z, 07
2011 2.5% .81 .25 ek
PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE PERFORMANCE. March 2011 return is estimated.
PERFORMANCE OF LJM MODERATELY AGGRESSIVE STRATEGY V5. S&P 500
B LM MODERATELY AGGRESSIVE S TRATEGY 55,500
SEP 500 £5.000
; ~ $4,500
j $4.000
ﬂsﬁ $3.500
= e ap $3.000
aﬂ"‘ﬁ |||“ |II || 42,500
A i
e PR T T | | FrT $1.500
aaaiil $1.000

APRE JAK 04 JAK 0% [ETRC [EfSNiE M 08 [EXN JAR 10 |AK 11

£1000 Invested on April 1, 2003 is worth $5,201. {est.) on March 31, 2011

Inception April2003 to Feb2011
Risk free rate

Total Return (through Mar2011)

Annualized ROR

Monthly ROR
Correlation

Standard Deviation

Annualized STD DEV

Sharpe Ratio

MAR Ratio

MAX Drawdown

Longest # of months between highs
Profitable months

Loss months

Total months (through Mar2011)

3.00%
420.10%
22.65%

1.72%
0.34045
5.31%

18.39%
1.07
0.54

42.26%

28.00
79.00
16.00
95.00
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LJM Moderately Aggressive Strategy

A Dynamically managed portfolio of options on S&P 500 futures
A Profits from passage of time

A Risk monitored in real time
A Contain gap risks
A Re-balance positions
A Multi-horizon analysis of exposure versus expected return

A Excellent vehicle for diversification of common portfolios

A Track record
A 8 years in March 2011
A Excellent year-on-year performance
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Where does the Alpha come from?

A Great track record, but is it really Alpha?
A Option prices follow supply and demand and set at the level where buyers meet sellers

A 1tis well documented how implied volatilities vary by time to maturity and by strike 11121 as buyers/sellers
consider the risk/reward of holding a given position.

A Volatility strategies usually
A 1dentify derivative instruments which are mispriced relative to a given model

A Put a trade on and wait until it expires or it comes back in line with its expected value in the hope
of capturing a good fraction of the mispricing

A Commonly based on using a combination of Black-Scholes types of models and some other tools
which attempt to predict future volatilities.

A The fiedgedo in LJM Moderately Aggressive Strateg
above are wrong. Furthermore, the approach is model independent and will work as long as the market
exhibits this inefficiency.

[1] Emanuel Derman, January 1999; Regimes of Volatility: Some Observations on the Variation of S&P 500 Implied Volatilities,
Goldman Sachs Quantitative Strategies Report
[2] Jim Gatheral; The Volatility Surface, A Practionero6s Guide, Wi ley Finance
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Wheer e« idoes ctrheynAlbbpha come from?

A Does the edge in LJM Moderately Aggressive come from the fact that realized
volatilities are almost always lower than implied volatilities?

A The answer is no, as can easily be established by comparing the performance of
LIM Moderately Aggressive with that of CBOE S&P 500® VARB-X™ [3l

M Last Price 7081
T High on 08/28/08 141.10 |
- Average 96.48
1 Low on 11/20/08 29.75 |

2006 2007 2008 2009 2011
VTY -- S&P 500 VARB-X INDEX G-1 Daily 5/1/06 to 1/20/11 Copyright 2011 Bloomberg Finance L.P. 21-Jan-2011 12:05:10

[3] The CBOE S&P 500®VARB-XTM (AVol atility ARBitrageo) Strategy Benchmandk capi
realized volatility by holding a rolling short position in three-month variance futures, subject to a set of objective risk-limiting guidelines.
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Wheere - idoes ctrhesnAlbbpha come from? (

A A scattered point plot of VTY and Mod. Aggresive monthly returns from July 2004 through
December of 2010 shows that its returns do not
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Whee rie - idoes ctrhexnAlbcpha come fro

A Implied volatility for options has two main components:

1) Expectations about future moves of the underlying
2) Expectations about liquidity should an adverse market move happen i cost of closing out trades

A Alphain LIJM Moderately Aggressive comes from both components:
1) Future price movements tend not to reflect the general expectation of the markets
2) Markets tend to over-estimate the liquidity risk.

A This can be illustrated by the following example: Assume we write an $8 strangle i $4 out of the money put with strike
$90 and a $4 out of the money call with strike $110 7 when the underlying is at $100:

P&L at expiration

$10.00
$8.00
$6.00
$4.00
$2.00
$0.00 - - - - . . . . . . . . . . . . . . . . .
-$2.00 -
-$4.00
-$6.00 —
-$8.00
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Whee rie - idoes ctrhenAlbcpha come fr

A In the absence of transaction costs, if the future moved continuously® there would be no need to delta-
hedge until the underlying crossed either strike

A If the market moves up through the call strike ($110) , we buy a future at a price = strike

A If the market keeps going up we are perfectly hedged and take no further action

A If the market goes back down we sell the future again at $110.
A Clearly in this ideal world we would be guaranteed to pocket the $8 we received for the strangle
A In other words, no one would ever pay anything for an option

A In reality prices do not move continuously (and there are transaction costs)

A What happens in a Black-Scholes world, where prices follow a lognormal distribution of returns but
there is still infinite liquidity and no transaction costs?

[4] This is meant in the mathematical sense: as time intervals become infinitesimally small, so do underlying price changes
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Whee rie - idoes ctrhenAlbcpha come fr

Possible to go over a strike without being able to trade exactly at that level. Each time the underlying
goes across the strike we lose a bit of money when we re-hedge, since we always buy high and sell
low

In a Monte Carlo simulation there will be many paths that:

Never cross the strikes: we pocket the whole $8

Cross a small number of times: re-hedging cost is lower than strangle price, we still make
money but < $8

A Cross a high number of times: we lose more than the original $8 while re-hedging

A
A

Not surprisingly, if the volatility that drives
implied volatility on average we would lose exactly $8 re-hedging for a P&L of $0

What happens if we implement this simple strategy in the real world?

ALJM
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Whee rle - doessctrhesnAlbcpha come fro

A Back testing with historical data.
A Use settlement prices from the CME and 1 minute bar data for the underlying since 6/23/2004

A We traded the following strategy
A Sell every out of the money option, callsandputs, at the dayés settlement price

A Buy/sell the underlying only when it crosses each op:
A Undo the hedge if and when the option goes out of the money again.

A Results
A Out of 196,917 options sold in this period 85.8% made money

A Statistics (in % of spot):
A Average P&L per option sold: 0.31%

A Min PL: -23.06%
A Max PL: 11.85%

ALJM
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Where does the Alpha come from? Profit & Loss Histogram

P&L Distribution

60.00%

50.00%

40.00%

30.00%

20.00%

10.00% |
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Whee rie - idoes ctrhenAlbcpha come fr

A How does the probability of having P&L>0 (regardless of magnitude) depends on the absolute value
of the optionds delta?

Probability of PL>0 by Delta

120%

100%

80% —

60%

40%

20%

O% T T T T T T T T T T
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

ALJM
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Whee rie - idoes ctrhenAlbcpha come fr

A What about the expected P&L (as % of Spot) by Delta for each option sold?

Expected PL as % of spot by Delta

2.00%
1.80% —
1.60%
1.40%
1.20%
1.00%
0.80%
0.60%
0.40%
0.20%

0.00%
020% 0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

A Notice for very small Deltas the expected P&L goes negative!!

ALJM
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Whee rie - idoes ctrhenAlbcpha come fr

A The expected P&L of this trading strategy is 0.31 % per trade which is very good.
A There are, however, some trades with very bad results:

A There are 355 trades with P&L of -10% or less.
A There are 102 trades with P&L of -15% or less.

A Which trades are these? What went so wrong? What do these trades have in common?
A What these trades have in common:
A Most happened in September and October 2008, a period of extreme volatility.

A All were puts with less than 10% Delta
A The worse cases (losses exceeding 15%) all had Delta around -5%

ALJM
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Whee rie - idoes ctrhenAlbcpha come fr

A What happened to other puts sold the same days but with higher Deltas?
A Worst losses come from -5% Delta puts sold on September 18 2008.
A All puts sold on the same days with Deltas between -17% and 0 lost money
A All puts sold on those days with Deltas between -17% and -50% made money

A Is this a pattern? Does the same thing happen with other puts sold in Sep and October 2008?

A The answer is YES.

ALJM
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Whee rie - idoes ctrhenAlbcpha come fr

A Conclusions from this exercise:

A

Index options behavior does not reflect market expectations: the underlying moves in such a
way that using Black-Scholes types of models introduces a consistent mispricing that can be
exploited.

With the exception of very far out of the money puts, the premium paid by the market seems to
exceed the corresponding risk of the options
expectations.

We have ignored end of day mark-to-market, which may lead to considerable volatility of daily
returns

We included actual situations when there were gaps across the strikes and when realized
volatilities exceeded implied volatilities

This trading strategy is model independent but it still assumes infinite liquidity at any given
price.
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Whee rle - idoe'ss ctrhesnAlbcpha come fr o«

A LIM Moderately Aggressive Strategy seeks to exploit this market inefficiency while
minimizing the intraday volatility. This is done by trading long and short options on listed
S&P500 futures with multiple strikes and short term maturities.

A The positions are dynamically adjusted as
hedging in our previous example

A Liquidity risk is minimized by avoiding big concentrations in any particular strike.

A There is no hedging with the underlying futures: doing this would require to calculate
Deltas through a model. Public domain models assume an efficient market, which
negates the possibility of true Alpha.

A BUT, since the market uses the standard Greeks and we aim to minimize mark-to-
market volatility, we use these Greeks in the process of constructing the optimal
portfolio.
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Where does the Alpha come from - Risk Limits

A When panic sets in, the price to protect extreme, immediate downside moves is bid up:
Short term out-of-the-money put implied volatilities rise much more than at the money
vols.

A This is already evident from the idealized hedging strategy introduced before: since the
probability of making money in any given t
Delta, but the expected value of the trade is higher the higher the Delta, one can construct
a portfolio with expected positive returns and limited downside by selling the options with
higher Delta and buying the wings.

A The findings for the P&L for the 5 Delta puts sold in September and October of 2008
provide ample evidence that this approach is correct.
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MANAGING RISKS: Limits, Market, Operational and Fraud

Investors must judge a prospective CTA on multiple types of risks

Risk Limits
A Stress testing

Market Risk
A Risk control processes

Fraud Risk
A Independent auditing
A Transparency
A Liquidity

Operational Risk

Trade execution/IT Infrastructure/Business Continuity
Accounting/Reporting

Counterparty

Banking/Treasury

To To Do I

ALJM
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MANAGING RISKS: Market Risk

A Strategy is exposed to steep market movements

A Liquidity and gap risk: Markets gap down from time to time in a completely
unpredictable way.

A Hence we must have risk limits under gap down scenarios.

A Technically speaking, we limit the downside exposure for gap down risk by being long
skew (buying the wings).

Als there stil!]l Nedgeodo after we Iimpose ri sk
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MANAGING RISKS: Market Risk - Real Time Control Tools

PfOOptICUS® PfﬂOpthUS by Pnme Analybcs, LLC

AfiBest of Breedo c reatimeriskanalysissof t war e

A Risk profiles over a wide range of price and volatility scenarios
A Ability to calculate the impact of multiple assumptions about price and volatility inter-dependence
A Hedging based on worst case scenario of above
A Ability to fit market implied volatilities very well

A Risk decomposed by maturities

A Ability to calculate time decay over flexible time horizons

A Pre-trade risk/reward analysis

A Real ti#md ofiwlcetnari o anal ysi s

A Fully synchronized use of risk analysis tools by trading desk and chief risk officer
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MANAGING RISKS: Market Risk - Skew

Out of the money puts: higher volatility (time) value than at the money

A Market participants are willing to pay extra for downside risk insurance
A System must include this effect when calculating risks
A Market practitioners speak of a fivolatility smilebd
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MANAGING RISKS: Market Risk - S'’kew :n( conot)

A Historically, implied volatilities have behaved in either of 2 ways when the market
moves

A Volatility smile stays anchored, i.e., same strike is valued at the same volatility
A Volatility smile moves with market, i.e., the volatility of a 20% out of the money option remains constant

A LJIM tools (ProOpticus) allows for calculations of risk for both of the choices above

A In addition, ProOpticus allows user to calculate risks under multiple assumptions on
how the at-the-money volatility changes in market sell offs and/or rallies
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MANAGING RISKS: Market Risk

Risk control processes
A Real time calculation of risk profile
A Real time Awhat ifo scenario analysis to determine o
A Risk decomposed along 3 main components
A Market prices
A Options implied volatilities
A Inter-dependence of implied volatilities and market levels
A State of the art analysis of volatility by strike behavior
A Time to expiration
A Risks broken up by time to expiration
A Analysis of calendar effects

Mark-to-market
A LIM uses only exchange-traded instruments
A Daily mark-to-market
A Plain vanilla, easy to price

A New/pending regulations affect firms trading OTC (over-the-counter), hard to price instruments such as credit
default swaps (CDS). These will not have an impact on LIM, which only uses exchange traded instruments .
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MANAGING RISKS: Fraud

A Independent Auditing

A All LIM funds including the onshore (LJM Fund, L.P.) and offshore (LJM Offshore Fund, Ltd.) traded in
the Moderately Aggressive Strategy are audited annually by McGladrey & Pullen, LLP T a leading
national C.P.A. firm, an affiliate of H&R Block and member of RSM International.

g McGladrey

Experignce the power of being understood . SM

A Transparency

A Weekly updates of (estimated) MTD performance on L
A Exchange traded options: daily mark to market of positions
A Archived copies of daily fimarked to marketo posit.i

A Liquidity

A Monthly redemptions with no lock-up period

A All options contracts highly liquidi i mar ked t o mar ke cme .
Checago Mercantile Exchange
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MANAGING RISKS: Operational Risk

A Trade execution
A LIJM uses an exclusive broker, Capital Trading Group
A Multiple review levels controls against out-trades

A Legal: LIJM Fund, L.P. is a DE Limited Partnership

A Investors are Limited Partners (LPs) carrying limited risk. All LPs receive uniform performance, annual K-1s
and Section 1256 tax treatment

A Al mont hly financial accounting performed by Michae
formal LIM Fund, L.P. administrator, responsible for calculating LIM fees and for handling new client
investments as well as cash redemptions/dispersements.

A Counterparty

A All option contracts are exchange traded at the Chic
by the CFTC with strict capitalization requirements established to reduce counterparty risk by participants

A Banking/Regulatory

A LIM Fund, L.P. is held as a segregated trading account at ABN AMRO Clearing Chicago, LLC (formerly Fortis
Clearing Americas, LLC (AFCAO0)) which in turn hol ds
or client assets are commingl ed. FCA is a CFTC regu

P cmee QY ABN-AMRO Clearing

CERTIFIED PUBLIC ACCOUNTANTS
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MANAGING RISKS: Business Continuity - LJM Infrastructure

ALIM6s | T infrastruct uitimeaccssstgmakete d t
data and regular access to trade data and positions both on-site at the
Chicago office or any remote location.

AOur system has failover capabilities through a regular scheduled back-
up of the entire system into internet-based cloud back-up and version
management solutions.

ATo ensure business continuity, our disaster recovery plan includes
network connectivity through three different mobile data plans that
enable out traders to access data and manage operations.
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Business Continuity - IT Infrastructure - Schematic
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