The Benefits of Using Al for Investing
Introduction

This paper introduces the benefits of using artificial intelligence (Al) to help investors
overcome common challenges. The goal of "buy low and sell high" is easier said than
done, but Al can increase the chances of success and consistent profits.

Al systems use computer software to perform human cognitive tasks like writing
essays, interpreting speech, and identifying patterns. In fact, you may be surprised to
hear, but Al assisted in producing this document! The FUM Al mimics the human
ability to identify financial asset trends using quantitative math applied to asset
prices. This allows investors to know when prices have reached a low or high point,
and when a trend has likely reversed. By using Al to guide us on trend changes, we
can benefit from a mathematically proven method for improved decision-making
when considering when to buy and sell stocks, cryptocurrencies, and other assets.

In this paper, we’ll explore specifically 3 Benefits for how the FUM Al
Improved Decision
Challenges to Investing

Investor psychology is the study of how emotions and behaviors affect investment
decisions. Investors are subject to several psychological biases that can lead to
suboptimal investment decisions. Some of the most common investor psychology
challenges include:

o Fear: Fear is a powerful emotion that can lead investors to make rash
decisions. For example, investors may sell their investments when the market
experiences a downturn, even if the investments are still fundamentally sound.

e Greed: Greed is another powerful emotion that can lead investors to make bad
decisions. For example, investors may buy into a stock that is overvalued
because they believe that it will continue to rise in price.

« Herding behavior: Herding behavior is the tendency of investors to follow the
crowd. This can lead investors to make decisions that are not in their best
interests. For example, investors may buy a stock because it is popular, even if
they do not understand the company or the investment.

e Overconfidence: Overconfidence is the belief that you know more than you
actually do. This can lead investors to make risky investments that they cannot
afford to lose.

« Loss aversion: Loss aversion is the tendency to avoid losses more than we seek
out gains. This can lead investors to hold onto losing investments for too long,
in the hope that they will eventually recover their losses.
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e Market volatility: If the stock market experiences a sudden decline, investors
who are not prepared for volatility may panic and sell their investments at a
loss.

« Information overload: Investors who are overwhelmed by the amount of
information available may make investment decisions based on incomplete or
inaccurate information.

e Time horizon: Investors who have a short-term investment horizon may be
tempted to sell their investments when the market experiences a downturn.
This could lead to them locking in losses.

« Risk tolerance: Investors who invest in assets that are too risky for their risk
tolerance may experience significant losses.

« Behavioral biases: Investors who are not aware of their behavioral biases may
make investment decisions that are not in their best interests. For example, an
investor who is anchored on a specific stock price may be reluctant to sell the
stock even if it is overvalued.

The Benefits of Using Al for Investing
Investors are excited about Al for several reasons, including:

« The potential for improved accuracy: Al algorithms can process large amounts
of data and identify patterns that would be missed by human analysts. This can
lead to more accurate investment decisions.

e The potential for reduced costs: Al can automate many of the tasks involved
in investing, such as data analysis and portfolio management. This can lead to
lower costs for investors.

« The potential for emotional neutrality: Al is not subject to the same
emotional biases as humans. This can help to ensure that investment decisions
are made based on sound financial principles.

« The potential for scalability: Al can be scaled to handle large amounts of data
and complex trading strategies. This makes it possible to invest in a wider
range of assets and markets.

« The potential for continuous learning: Al algorithms can learn and adapt over
time. This means that they can become more accurate and efficient as they are
exposed to more data.

Of course, there are also some challenges associated with using Al for investing. These
include:

« The availability of data: Al algorithms need access to large amounts of data to
be effective. This data may not always be available, or it may be expensive to
obtain.

o The complexity of Al models: Al models can be complex and difficult to
understand. This can make it difficult to explain how investment decisions are
being made.
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« Al guidance can feel counterintuitive: Al-powered investment strategies can
provide insights and suggest actions that go against human bias and emotion.

Overall, the potential benefits of using Al for investing outweigh the challenges. As
the technology continues to develop, we can expect to see even more widespread
adoption of Al in the investment world.

Here are some specific examples of how Al is being used in investing today:

« Portfolio management: Al can be used to manage portfolios by automatically
rebalancing them, selecting new investments, and monitoring risk.

« Risk management: Al can be used to identify and manage risks in a portfolio.
This can help to protect investors from losses.

« Trading: Al can be used to trade stocks, bonds, and other assets. This can help
investors to make faster and more informed trading decisions.

As the field of Al for investing continues to develop, we can expect to see even more
innovative applications of this technology.

The Demonstrable Benefits of employing the FUM Al

The purpose of this section is to demonstrate the benefits of using the FUM Al to base
investing decisions using FUM asset trend changes as a guide for when to buy and sell.
To accomplish this, a mathematical back test was using NVIDIA stock as the target
asset that would be bought and sold on the trend signal changes.

The table shows the Key Performance Metrics (KPM) for two investment strategies:
the Strategy and the Benchmark.
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Key Performance Metrics

Metric Strategy Benchmark
Risk-Free Rate 0.0% 0.0%
Time in Market 54.0% 100.0%
Cumulative Return 231.35% 103.48%
CAGR% 85.13% 44.08%
Sharpe 1.65 0.91
Sortino 3.15 1.45
Max Drawdown -39.62% -66.36%
Longest DD Days 423 541
Volatility (ann.) 42.61% 58.76%
R”2 0.53 0.53
Calmar 2.15 0.66
Skew 2.37 0.79
Kurtosis 17.08 3.97

The Strategy has a higher cumulative return (231.35%) and CAGR (85.13%) than the
Benchmark (103.48% and 44.08%, respectively). The Strategy also has a higher Sharpe
ratio (1.65) and Sortino ratio (3.15) than the Benchmark (0.91 and 1.45, respectively).
This means that the Strategy has generated higher returns with less risk.
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However, the Strategy also has a lower maximum drawdown (-39.62%) and a shorter
longest drawdown days (423) than the Benchmark (-66.36% and 541, respectively).
This means that the Strategy experienced less volatility and has had a smaller decline
in value during the 2021-2022 downturn, compared to the benchmark. When 2023
began and stocks began a new upturn, the strategy recovered as well and from a
higher starting point, just below the zero line, compared to -50% below.

Here is a summary of the key differences between the two strategies:

Cumulative Return - The cumulative return is the total change in the
investment price over the sample period.

o The Strategy has a higher cumulative return (231.35%) than the

Benchmark (103.48%).
CAGR - Ratio that provides a constant rate of return over an annual period.

o The Strategy has a higher CAGR (85.13%) than the Benchmark (44.08%).
Sharpe Ratio - Measures the performance of an investment compared to a risk-
free asset and represents the additional amount of per unit of increase in risk.

o The Strategy has a higher Sharpe ratio (1.65) than the Benchmark (0.91).
Sortino Ratio - The Sortino ratio is used to score a portfolio's risk-adjusted
returns relative to an investment target using downside risk.

o The Strategy has a higher Sortino ratio (3.15) than the Benchmark

(1.45).
Maximum Drawdown:
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o The Strategy has a lower maximum drawdown (-39.62%) than the
Benchmark (-66.36%).
« Longest Drawdown Days:
o The Strategy has a shorter longest-drawdown period (423) than the
Benchmark (541).

This table provides a summary of the monthly returns generated by the strategy and

represent hypothetical returns for an investor who utilizes the FUM Al trend signals to
avoid downturns by moving to the sidelines during down trending periods.

Monthly Returns (%)

2021 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 [ 17.57 AR}

2022 0.00 -10.55 11.39 -497 -0.74 -962 6.89 -15.78 0.00 7.13 -2.08

2023 [7pasll 18.83 || 19.65  -2.75 Eei{gefW 11.81 10.47 -4.38 0.00 0.00 0.00 0.00

JAN FEB MAR APR MAY JUN JUL  AUG SEP OCT NOV DEC

In summary, the KPMs provide quantitative proof that the FUM Strategy guidance for
when to buy and sell results in higher investment returns than the Benchmark and
provide these benefits:

« Higher returns: The Strategy generated higher returns than the Benchmark
over the specified period. This means that investors who followed the Strategy
would have made more money than investors who simply invested in the
Benchmark.

o Less volatility: The Strategy experienced less volatility than the Benchmark
over the specified period. This means that the Strategy's returns were less
likely to fluctuate wildly, which can help to mitigate risk.

« Smaller drawdowns: The Strategy experienced smaller drawdowns than the
Benchmark over the specified period. This means that the Strategy's losses
were less severe during periods of market downturns.

It is important to note that past performance is not a guarantee of future results. The
Strategy guidance for when to buy and sell may not continue to generate higher
returns than the Benchmark in the future. However, the metrics do provide strong
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evidence that the Strategy has the potential to help investors achieve their
investment goals.

Summary

Al is a powerful tool that can help investors to improve their chances of success. By
using Al, investors can identify trends, reduce risk, and automate tasks. This can help
investors to make more informed decisions and achieve their financial goals.

Here are some additional benefits of using Al in investing:

« Al can help investors to stay up to date on the latest market news and trend
data.

e Al can help investors to identify new investment opportunities.

« Al can help investors to manage their portfolios more effectively.

e Al can help investors to mitigate risk.

We discussed the capability of the FUM Strategy to outperform the B&H approach in
terms of return and risk-adjusted return. Additionally, it is important to note that the
Strategy experienced less volatility and a smaller decline during the 2022 downturn.

In summary, Al is a valuable tool that can help investors to improve their chances of
success in the financial markets.
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Legal Disclaimer
TERMS AND CONDITIONS

FUM Trend Analytics and its members, officers, directors, owners,
employees, agents, representatives, suppliers and service providers
(collectively ,AUFUM Trend Analytics,Al) provides this newsletter (the
,AuInformation,Au, "Content") for informational purposes only. Use of and
access to this information, materials, services, and other content that is
made available are subject to these terms of use and all applicable laws.

NOT INVESTMENT ADVICE

The Content is for informational purposes only, you should not construe
any such information or other material as legal, tax, investment,
financial, or other advice. Nothing contained herein constitutes a
solicitation, recommendation, endorsement, or offer by FUM Trend Analytics
or any third party service provider to buy or sell any securities or other
financial instruments in this or in in any other jurisdiction in which
such solicitation or offer would be unlawful under the securities laws of
such jurisdiction.

All Content is information of a general nature and does not address the
circumstances of any particular individual or entity. Nothing herein
constitutes professional and/or financial advice, nor does any information
herein constitute a comprehensive or complete statement of the matters
discussed or the law relating thereto. FUM Trend Analytics is not a
fiduciary by virtue of any person,Ads use of or access to the Information
or Content. You alone assume the sole responsibility of evaluating the
merits and risks associated with the use of any information or other
Content herein before making any decisions based on such information or
other Content. In exchange for using the Information, you agree not to
hold FUM Trend Analytics, its affiliates or any third party service
provider liable for any possible claim for damages arising from any
decision you make based on information or other Content made available to
you through the Information.

INVESTMENT RISKS

There are risks associated with investing in securities. Investing in
stocks, bonds, exchange traded funds, mutual funds, and money market funds
involve risk of loss. Loss of principal is possible. Some high risk
investments may use leverage, which will accentuate gains & losses.
Foreign investing involves special risks, including a greater volatility
and political, economic and currency risks and differences in accounting
methods. A security,Abds or a firm,Ads past investment performance is not
a guarantee or predictor of future investment performance.

INFORMATION AND CONTENT NOT WARRANTED
THE INFORMATION AND CONTENT, ARE PROVIDED ,AUAS IS,Au AND WITHOUT
WARRANTIES OF ANY KIND. YOU BEAR ALL RISKS ASSOCIATED WITH THE USE OF THE

Information AND CONTENT, INCLUDING WITHOUT LIMITATION, ANY RELIANCE ON THE
ACCURACY, COMPLETENESS OR USEFULNESS OF ANY CONTENT AVAILABLE herein. FUM
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Trend Analytics AND ITS EMPLOYEES, OFFICERS, DIRECTORS, , PARTNERS,
AGENTS, REPRESENTATIVES, SUPPLIERS AND SERVICE PROVIDERS, DISCLAIM ALL
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, ALL
WARRANTIES OF TITLE, NON-INFRINGEMENT, ACCURACY, COMPLETENESS, USEFULNESS,
MERCHANTABILITY, AND FITNESS FOR A PARTICULAR USE, AND WARRANTIES THAT MAY
ARISE FROM COURSE OF DEALING/PERFORMANCE OR USAGE OF TRADE.

LIMITATION OF LIABILITY

YOUR EXCLUSIVE REMEDY FOR DISSATISFACTION WITH THE INFORMATION AND CONTENT
IS TO STOP USING THE INFORMATION AND CONTENT. FUM Trend Analytics IS NOT
LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL OR
PUNITIVE DAMAGES, UNDER ANY THEORY OF LIABILITY, INCLUDING WITHOUT
LIMITATION, DAMAGES FOR LOSS OF PROFITS, USE, DATA, OR LOSS OF OTHER
INTANGIBLES. 1IN PARTICULAR, AND WITHOUT LIMITATION, FUM Trend Analytics
WILL NOT BE LIABLE FOR DAMAGES OF ANY KIND RESULTING FROM YOUR USE OF OR
INABILITY TO USE THE INFORMATION OR CONTENT.

While we try to maintain the integrity and security of the Information and
the servers from which the Information is operated, we do not guarantee
that the Information or Content is or remains secure, complete or correct,
or that access to the Information or Content will be uninterrupted or
error free. The Information and Content may include inaccuracies, errors
and materials that violate or conflict with these Terms. Additionally,
third parties may make unauthorized alterations to the Information or
Content. If you become aware of any unauthorized third party alteration
to the Information or Content, contact us at infol@fumtrends.com with a
description of the material (s) at issue.

NOTICES, COMMUNICATIONS, AND ELECTRONIC SIGNATURES

You agree to be bound by any affirmation, assent or agreement that you
transmit on or through the Information or any other aspect of FUM Trend
Analytics,Ads services that you access by computer or other electronic
device, including internet, telephonic and wireless devices, including but
not limited to any consent you give to receive communications from us
solely through electronic transmission. You agree that, when in the future
you click on a ,AuSubmit,Au or ,Aul agree,Au or other similarly worded
,Atbutton,Au or entry field with your mouse, keystroke or other device,
your agreement or consent will be legally binding and enforceable and the
legal equivalent of your handwritten signature.

LIMITED RIGHT OF USE/OWNERSHIP OF CONTENT

You are permitted to use the Information and Content for your personal,
non-commercial use only. The Information and Content are and shall remain
the property of FUM Trend Analytics and is protected by copyright,
trademark, patent, and/or other intellectual property, proprietary, work
product rights and laws. You may use the Information and Content for your
personal, noncommercial use, provided that you keep intact all copyright,
trademark, patent and other proprietary notices. Except as expressly
authorized in advance by FUM Trend Analytics in writing, you agree not to
reproduce, modify or create derivative works based on, rent, lease, loan,
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sell, distribute, publish, publicly perform or display, reverse engineer,
de-compile or dissemble, all or any part of the Information or Content.

Trade names, trademarks and service marks of FUM Trend Analytics include,
without limitation, FUM Trend Analytics and any associated logos. All
trademarks and service marks herein not owned by FUM Trend Analytics are
the property of their respective owners. Nothing contained herein should
be construed as granting, by implication, estoppel or otherwise, any
license or right to use any of FUM Trend Analytics,Ads trade names,
trademarks or service marks without our express prior written consent.

TERMINATION

FUM Trend Analytics, in its sole discretion, may terminate your access to
or use of the Information and Content, at any time and for any reason.
Your access to or use of the Information and Content may be terminated
without notice. FUM Trend Analytics shall not be liable to you or any
third party for any termination of your access to the Information or
Content, or to any such information or files, and shall not be required to
make such information or files available to you after any such
termination.

RULES OF CONDUCT

Your use of the Information and Content is conditioned on your compliance
with the rules of conduct set forth here. You will not:

,A¢ Use the Information or Content for any fraudulent or unlawful
purpose.
,A¢ Interfere with or disrupt the operation of the Information or

Content or the servers or networks used to make the Information and
Content available; or violate any requirements, procedures, policies or
regulations of such networks.

,Ac Restrict or inhibit any other person from using the Information or
Content (including without limitation by hacking or defacing any portion
of the Information or Content).

,A¢ Use the Information or Content to advertise or offer to sell or buy
any goods or services without FUM Trend Analytics,Ads express prior
written consent.

,A¢ Reproduce, duplicate, copy, sell, resell or otherwise exploit for
any commercial purposes, any portion of, use of, or access to the
Information or Content.

,A¢ Modify, adapt, reverse engineer, de-compile/disassemble any part of
the Information or Content.

,A¢ Remove any copyright, trademark or other proprietary rights notice

from the Information or materials originating from the Information or
Content.
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,Ac Frame or mirror any part of the Information or Content without FUM
Trend Analytics,Ads express prior written consent.

,A¢ Create a database by systematically downloading and storing
Content.
,A¢ Use any robot, spider, Information search/retrieval application or

other manual or automatic device to retrieve, index, ,AUscrape,,Au ,Audata
mine,Au or in any way gather Content or reproduce or circumvent the
navigational structure or presentation of the Information without
Company, Ads express prior written consent.

INDEMNIFICATION

By accessing and using the Information and Content, you agree to
indemnify, defend and hold harmless FUM Trend Analytics (specifically
including its officers, directors, owners, partners, employees, agents,
information providers, licensors and licensees) (collectively, the
,AiIndemnified Parties,Aln) from and against any and all claims, losses,
costs and expenses (including attorneys,Ad fees) arising out of or
relating to (a) any breach (or claim, that if true, would be a breach) by
you of these Terms and (b) your use of or activities in connection with
the Information. We reserve the right, at our own expense, to assume the
exclusive defense and control of any matter otherwise subject to
indemnification by you. You shall not enter into any settlement agreement
which affects the rights of any of the Indemnified Parties or requires the
taking of any action by any of them, without our prior written approval.

JURISDICTIONAL CONTEXT

The Information is controlled and operated by FUM Trend Analytics from the
United States, and is not intended to subject FUM Trend Analytics to the
laws or Jjurisdiction of any country or territory other than that of the
United States. FUM Trend Analytics does not represent or warrant that the
Information or any part thereof is appropriate or available for use in any
particular jurisdiction other than the United States and only in those US
states and territories where FUM Trend Analytics is registered or licensed
or exempt from registration or licensing under applicable state or federal
law. In choosing to access the Information, you do so on your own
initiative and at your own risk, and you are responsible for complying
with all local laws, rules and regulations. We may limit the
Information,Ads availability to any person, geographic area or
jurisdiction.

MODIFICATIONS

FUM Trend Analytics may amend the terms of use at any time in its
discretion, by posting revisions herein.
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