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DeFred G. Folts III  “Fritz” 

Senior Principal & Member of the Investment Committee  

Windward Investment Management, Inc.    

Fritz Folts has over 20 years of experience in the investment industry and joined Windward in 2003 

from Lehman Brothers.  Prior to Lehman, he co-founded and served as President of Saugatuck 

Securities, Inc., of Westport, CT. Saugatuck was a registered broker-dealer firm which provided 

investment banking and private placement services to hedge fund and private equity firms.  Mr. 
Folts began his career at The Boston Company where he ultimately served as Vice President and 

Director of Global Funding for the then newly formed Boston Safe Deposit & Trust Co. (UK) Ltd., in 

London, England. Fritz has spoken at numerous investment industry conferences and panels about 

the use of ETF’s {Exchange Traded Funds} as investment vehicles in professional portfolio 

management. 

Fritz is a graduate of Connecticut College, and he received his MBA degree from IESE (Instituto de 

Estudios Superiores de la Empresa), a bilingual Spanish/English MBA program in Barcelona, Spain.  

Fritz enjoys golf, alpine skiing, fishing for striped bass in the Kennebec River region of mid-coast 
Maine and upland field training of his Labrador retrievers. 
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Windward Investment Management, Inc. is an SEC-registered independent investment  
advisory firm with approximately $3.8 billion in assets under management.     

• Markets are generally micro-efficient, but macro-inefficient {or at least less efficient}. 

• Historical Gaussian risk analysis significantly underestimates actual portfolio risk (and is 

  especially vulnerable to improbable “black swan” or “fat tail” events) 

• Windward models the global capital markets as a  nonlinear, dynamic system of inter-related 

  variables. 

• Active Portfolio Management through passive index vehicles –  ETF’s {Exchange Traded Funds}. 

• Hedged portfolios through broad diversification across both asset classes as well as geographies. 

• Risk management through a multiple objective function to maximize risk-adjusted returns and  

   minimize maximum drawdown. 
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Generally each phase of the economy favors a different asset class 
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Windward evaluates the following markets and indices for inclusion in its portfolios*: 

* The indices shown here are not investable, so Windward uses ETFs, ETNs, registered funds and individual securities to implement the investment strategy.  These investment vehicles have their own fees and costs associated with them and will 
not exactly match the performance of the index they represent.  
** S&P/Citigroup/BMI World Ex-US Cap Range < 2 Billion USD Index 

See additional explanatory notes and disclosures at the end of this document. 
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Performance of the Windward portfolios is based on actual returns, net of all fees and expenses.  Past performance is not necessarily indicative of future return. 
See additional explanatory notes and disclosures at the end of this document. 
*Period reflects longest available time period for which all three Windward Strategies existed concurrently. 

**Data Source: Bloomberg. 
***The blended benchmark combines the S&P 500 and the Barclays Capital U.S. Aggregate Bond indices. Data Source: Bloomberg 
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The advisor that is going to be highly in demand is one whose clients’ 

portfolios appreciate not only in bull markets but also in bear markets. The 
traditional asset allocation models for providing diversification are not 

adequate in providing protection.  History proves that long only assets have 
higher correlations during bear markets – in fact correlation is one of the few 

things that does go up in a major market decline.  The true diversifier and 

the only hedge for a long is a short or inverse.  A portfolio consisting of long 
only choices of equities, bonds, real estate, commodities, and even private 

equity is not properly diversified unless the short or inverse can be included.  
With such a portfolio, an advisor is no longer limited to gains only when 

markets rise.  In fact, markets tend to drop faster and harder than they rise 

– protecting and appreciating capital in down markets significantly enhances 
portfolio returns.  
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Legacy Asset Management is an RIA.  Since direct shorting and futures trading 

is not permitted in retirement accounts, the SMAs rely on 2x long and 2x 
inverse ETF pairs at half position size: 

• 2x long BUY  &  2x short SELL   LONG 1x 
• 2x long BUY  &  2x short BUY   HEDGED 

• 2x long SELL  &  2x short BUY  SHORT 1x 

• 2x long SELL  &  2x short SELL  CASH 

Legacy Capital Fund is our hedge fund.  In addition to the ETFs used by the 
SMAs, the hedge fund uses futures to trade the S&P 500 and Treasuries 

both long and short 
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