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Executive Summary 

Objective To balance risk and return, ensuring liquidity for flexibility while 
maximizing potential returns from equity investments.

Goal
Cash allocation ensures liquidity for market opportunities while 
providing risk insulation to reduce portfolio volatility and 
preserve capital by managing potential returns.

Recommendation Allocate 5% in cash for liquidity, 28.5% in Risk Free ETF for 
stability, and 66.5% in Market ETF



Our Proposal

Market ETFCash

TitleTitle

Risk Free 
ETF

Title5% 66.5% 28.5%



Strategy Rationale

Why SPY (Market ETF)?
 
● Growth Potential
● Liquidity
● Low Management

Why ICSH (Risk Free ETF)?
 ● Capital Preservation
● Low Risk
● Stable Return

Why Cash?
 
● Safety Buffer
● Flexibility
● Strategic Dry Powder

Target Beta
 
● Target Beta of 0.7
● Risk and Return 

Balance



SPY
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SPY Composition
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ICSH

Images: ssga.com

BlackRock Ultra Short-Term Bond ETF
Jun-30-2024Nov-25-2023 to Nov-25-2024

Benchmark : XBIL Benchmark : ICE BofA US 6-Month

Expense Ratio : 0.08%



ICSH Composition
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ICSH Composition
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Purpose of Cash in Portfolio

Key Takeaway: Earn as much value from as possible a flexible cash 
position while reaching target beta of 0.70

Provide 
Liquidity & 

Insulate 
Against Risk

Virtualized 
Infrastructure 
and Liquidity

Virtualized 
Infrastructure 

and Risk 



How to Purchase

Liquidate $49,213 of 
ICSH for 5% Cash

Risk insulator, thus can 
be liquidated

Currently invested in 
ICSH, nothing to 

address

SPY of $625,938 to 
Allocate

Timing Risk : 
Purchasing all at once

Solution :                   
Four Equal purchases of 

$156,484 over four 
weeks          



How to Liquidate

Exceptions Must 
be Stated

High Beta = take more 
from SPY

Low Beta = take more 
from Money Market

Liquidate Evenly

Assumed reduction is 
proportional; IE. 70/30



SWOT Analysis

Strengths Weaknesses

Opportunities Threats

● S&P Growth: Expected to be around 11% in 2025. 

● Beta: .7 is in line with fund risk metrics. Allows us to Balance our 
Beta with our uninvested funds. 

● Stability of Money Market Account: provides a safe haven for 30% 
of our uninvested capital

● Liquidity: These options are very liquid and provide easy cash 
conversion

● Market Volatility: SPY is subject to market volatility, leading to 
fluctuations in value.

● Limited Growth potential of Money Market: Lower returns compared to 
equities, which limit overall portfolio growth.

● SPY Expense Ratio: Higher than several similar ETFs, and could impact 
returns.

● High Concentration in Big Tech: Larger Sensitivity to Tech specific 
downturns and regulatory changes affecting Tech.

● Limited Diversification:  Heavy concentration in certain sectors limit 
the benefits of diversification. Could pose higher risk of these sectors 
underperform. 

● Economic Growth: SPY could benefit from increased corporate 
earnings and stock price appreciation. 

● Interest Rate Environment: Favorable Interest rate environment 
would lead to higher returns from the money market. 

● Tech Advancement: Growth of AI and other Tech would lead to 
growth in SPY. 



Effect on the Portfolio

Portfolio Exp. Return St. Dev Beta Sharpe Ratio* Idios. Risk* Info. Ratio*

Existing 0.68% 1.55% 0.05 -2.45 ? ?

Adjusted 9.03% 13.02% 0.72 0.35 ? ?



Summary & Recommendation

Strategy Merits

Action Plan
• Recommendation: 

○ 5% to Cash
○ 66.5% to SPY
○ 28.5% to the Money Market Account

a) Target Metrics
b) Market Exposure

a) Timing of Purchase
b) Idios. Risk

a) Market Volatility
b) High Concentration in Big Tech



Appendix



Review of Our Fund Metrics



Effect on the Portfolio

Portfolio Exp. Return St. Dev Beta Sharpe Ratio* Idios. Risk* Info. Ratio*

Existing

Adjusted



Performance Metrics

• Alpha (α): Measures a strategy’s performance relative to 
a benchmark. Positive alpha indicates outperformance.

• Sharpe Ratio: Risk-adjusted return based on total risk 
(Return - Risk-Free Rate) / Standard Deviation.

• Sortino Ratio: Similar to Sharpe, but only considers 
downside risk, ignoring positive volatility.

• Information Ratio: Measures returns above a benchmark 
relative to the tracking error.

• Treynor Ratio: Risk-adjusted performance based on beta 
(Return - Risk-Free Rate) / Beta.

Parameters

• Market Cap: Total value of a company’s shares (Share 
Price × Total Shares Outstanding).

• P/E Ratio: Price-to-Earnings Ratio. Measures how much 
investors pay per dollar of earnings.

• Rebalance: Adjusting portfolio holdings to match the 
desired allocation (e.g., quarterly).

Key Terms 
Risk Measures

• Beta (β): Measures sensitivity to market movements. A 
beta of 1 means the stock moves with the market.

• Idiosyncratic Risk: Risk unique to a specific asset, not due 
to market movements (e.g., company-specific events).

• Systematic Risk: Market-wide risk that affects all 
securities (e.g., interest rate changes).

• Standard Deviation (σ): Measures volatility by showing 
how much returns deviate from the average.

• Max Drawdown: The maximum observed loss from peak to 
trough during a specific period.

• SML (Small Minus Large): Measures the excess return of 
small-cap stocks over large-cap stocks.

• HMB (High Minus Low): Measures the excess return of 
high book-to-market stocks over low book-to-market 
stocks


