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INTRODUCTION

Since early 2022, investors have been reminded of the fact that stocks and bonds can be positively correlated during risk-off events. 
As Figure 1 shows, this should be viewed as the norm rather than the exception. For the better part of the last 50 years, stocks and 
bonds have been positively correlated, suggesting that the presumption of balance offered by a 60/40 portfolio of stocks and bonds 
should not be leaned on too heavily. This problem drives the Simplify team to develop and offer diversifying strategies that have 
negative correlations to stocks and bonds, especially during periods of de-risking, while also prioritizing absolute return profiles 
across different market environments. In this Fund Insights blog, we will discuss one such strategy: the Simplify Multi-QIS ETF 
(QIS). This fund is designed to create a unique absolute return profile by investing in a carefully orchestrated portfolio of third-party 
quantitative investment strategies across multiple asset classes and factors.

Source: Bloomberg

Figure 1: S&P 500 Index vs. Bloomberg Aggregate Bond Index,
Correlation, Trailing 12 Mo. 
03/31/1980 – 03/31/2024
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WHAT IS QIS INVESTING?

Quantitative investment strategies rely on mathematical models, statistical techniques, and algorithmic trading to make investment 
decisions. These strategies are typically offered by banks or research firms to institutional investors and are typically delivered 
via swaps. There are thousands of quant strategies available to institutional investors, with individual strategies in all major asset 
classes and specific factors or attributes such as carry, volatility, technical momentum, fundamentals, and liquidity, to name a few. 
And according to alternative investment consultancy Albourne Partners, quantitative investment strategies have grown to $370 
billion in assets under management as of mid-2022, driven largely by demand for uncorrelated diversification away from fixed income.
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The fund operates primarily through total return swaps, which provide returns based on the performance of model portfolios 
generated by the selected quantitative strategies. This approach allows QIS to harness the performance of the strategy in a capital 
efficient manner within the ETF wrapper, avoiding lockups, accreditation requirements, K-1s, and incentive fees. The diversified 
nature of the portfolio helps in spreading risk across various strategies and asset classes, making it less susceptible to market 
volatility and individual strategy failures. To drive this point home, QIS targets 8-10% annualized volatility and a long-term Sharpe 
ratio in excess of 1.

WHY IT CAN COMPLEMENT BONDS IN A TRADITIONAL 60/40 PORTFOLIO

A traditional 60/40 portfolio, which allocates 60% to equities and 40% to bonds, has been a staple for many investors seeking a 
balanced approach to growth and income. However, the current environment of positive correlations between stocks and bonds, 
driven by high inflation and fixed income volatility, poses challenges for fixed income to deliver attractive returns. The QIS ETF offers 
a compelling alternative to bonds by providing exposure to a range of quantitative strategies designed to generate positive returns 
regardless of market conditions.

Since its inception on July 10th, 2023, QIS has outperformed the Bloomberg Aggregate Bond Index by over 250 basis points (bps). 
QIS displayed lower volatility and max drawdowns during this period, as well, with the strategy experiencing a 1.21% max drawdown 
versus the bond index’s 6.09% max drawdown. Further, QIS displayed a negative correlation to both stocks and bonds, demonstrating 
its ability to deliver absolute returns independent of traditional risk assets. In fact, a portfolio that included 60% S&P 500 Index, 20% 
Bloomberg US Aggregate Bond Index, and 20% QIS outperformed a 60/40 portfolio of stocks and bonds while reducing volatility and 
drawdowns (see Figure 3). The portfolio’s Sharpe and Sortino ratios also improved meaningfully.

Figure 2: Choosing QIS Strategies

WHAT IS THE SIMPLIFY MULTI-QIS ALTERNATIVE ETF?
 
The Simplify Multi-QIS Alternative ETF (QIS) is designed to deliver positive absolute returns and income by thoughtfully combining 
very distinct quant strategies from across asset classes and strategy types. QIS invests in swaps of third-party strategists, and with 
thousands of available QIS, a rigorous approach and deep knowledge across the space are paramount. The portfolio construction 
process is outlined in Figure 2. First, we evaluate thousands of quantitative strategies managed by top investment banks and then 
narrow them down to a few hundred with the most compelling risk-adjusted return profiles. Ultimately, an optimized collection of 
15-25 strategies is chosen, aimed at achieving positive returns while mitigating risks associated with individual asset classes and 
strategies.



simplify.us | info@simplify.us | 646.585.0476 3

Source: Portfolio Designer. “Benchmark” consists of 60% S&P 500 Index (SPX) and 40% 
Bloomberg US Aggregate Bond Index (Agg). 

“Portfolio” consists of 60% SPX, 20% Agg, 20% QIS.

Source: Bloomberg
The performance data quoted represents past performance and is no guarantee of future 
results. Current performance may be lower or higher than the performance data quoted. 

Investment returns and the principal value of an investment will fluctuate so that an investor’s 
shares, when redeemed, may be worth more or less than their original cost. For performance 

data current to the most recent month-end please call (855) 772-8488 or go to 
https://www.simplify.us/etfs. For standardized performance, click here.

Figure 3: 60/40 Stock/Bond Benchmark vs.
60/20/20 Stock/Bond/QIS Portfolio

07/11/2023 - 05/16/2024

Figure 4: Stocks, Bonds, QIS, Total Return
07/10/2023 - 05/16/2024

YEAR-TO-DATE PERFORMANCE

This year has been an excellent proving ground for QIS. As of May 14th, 2024, QIS has delivered a year-to-date total return of 2.55%. 
And outside a brief period in January, the fund’s performance has been without a max drawdown greater than 0.50%. On the other 
hand, the Bloomberg US Aggregate Bond Index experienced a drawdown of more than 3% during that same period - with a significant 
portion of the drawdown occurring in early April when stocks were also selling off. The QIS ETF’s ability to achieve positive returns 
amidst market fluctuations highlights its potential as a valuable tool for investors seeking to enhance their portfolio’s performance.

https://www.simplify.us/etfs
https://www.simplify.us/etfs/qis-simplify-multi-qis-alternative-etf
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CONCLUSION

The Simplify QIS ETF represents a significant evolution in the realm of alternative ETFs, offering a sophisticated solution for modern 
portfolio management. Its ability to provide positive absolute returns through a diversified portfolio of quantitative strategies makes 
it an attractive option for investors looking for a complement to bonds in their traditional 60/40 portfolios. As markets continue to 
evolve, innovative products like QIS are likely to play an increasingly crucial role in helping investors achieve their financial goals.

GLOSSARY:

Basis Points: A common unit of measure for interest rates and other percentages in finance. One basis point is equal to 1/100th of 
1%, or 0.01%.

Schedule K-1: A federal tax document used to report the income, losses, and dividends of a business’ or financial entity’s partners or 
an S corporation’s shareholders.

Sharpe Ratio: The ratio compares the return of an investment with its risk. It’s a mathematical expression of the insight that excess 
returns over a period of time may signify more volatility and risk, rather than investing skill.

Sortino Ratio: A variation of the Sharpe ratio that differentiates harmful volatility from total overall volatility by using the asset’s 
standard deviation of negative portfolio returns—downside deviation—instead of the total standard deviation of portfolio returns.

Swap: An agreement between two parties to exchange sequences of cash flows for a set period of time. Usually, at the time the 
contract is initiated, at least one of these series of cash flows is determined by a random or uncertain variable, such as an interest 
rate, foreign exchange rate, equity price, or commodity price.
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Important Information

Investors should carefully consider the investment objectives, risks, charges, and expenses of Exchange Traded Funds (ETFs) 
before investing. To obtain an ETF’s prospectus containing this and other important information, please call (855) 772-8488, or 
visit SimplifyETFs.com. Please read the prospectus carefully before you invest.

An investment in the fund involves risk, including possible loss of principal. For QIS standardized performance, click here.

The fund is actively-managed is subject to the risk that the strategy may not produce the intended results. The fund is new and 
has a limited operating history to evaluate. The Fund invests in ETFs (Exchange-Traded Funds) and entails higher expenses than if 
invested into the underlying ETF directly. The lower the credit quality, the more volatile performance will be. When junk bonds sell 
off, the lowest-rated bonds are typically hit hardest known as blow up risk. Likewise, the riskiest bonds typically rise fastest in a bull 
market however these investments that don’t have a credit rating are typically the most volatile, hard to price and the least liquid.

The use of derivative instruments involves risks different from, or possibly greater than, the risks associated with investing directly 
in securities and other traditional investments. These risks include (i) the risk that the counterparty to a derivative transaction may 
not fulfill its contractual obligations; (ii) risk of mispricing or improper valuation; and (iii) the risk that changes in the value of the 
derivative may not correlate perfectly with the underlying asset, rate, or index. Derivative prices are highly volatile and may fluctuate 
substantially during a short period of time. The use of leverage by the Fund, such as borrowing money to purchase securities or the 
use of options, will cause the Fund to incur additional expenses and magnify the Fund’s gains or losses. The Fund’s investment in 
fixed income securities is subject to credit risk (the debtor may default) and prepayment risk (an obligation paid early) which could 
cause its share price and total return to be reduced. Typically, as interest rates rise the value of bond prices will decline and the 
fund could lose value.

While the option overlay is intended to improve the Fund’s performance, there is no guarantee that it will do so. Utilizing an option 
overlay strategy involves the risk that as the buyer of a put or call option, the Fund risks losing the entire premium invested in the 
option if the Fund does not exercise the option.  Also, securities and options traded in over-the-counter markets may trade less 
frequently and in limited volumes and thus exhibit more volatility and liquidity risk.

Diversification does not ensure a profit or guarantee against a loss.

Simplify ETFs are distributed by Foreside Financial Services, LLC. Simplify and Foreside are not related.

© 2024 Simplify. All rights reserved.

https://www.simplify.us/etfs/qis-simplify-multi-qis-alternative-etf

