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Comment 
*The server was unable to process many of our queries, so we decided to download the 
client data, holdings, and all other required information and transfer it to a local server. 

* The scripts for the 12-, 18-, and 24-month periods are almost identical. You can find the 
comments in the 24-month script. 

The client's portfolio shows high volatility, characterized by extreme opposing returns such 
as +59.46% versus -63.52% over 12 months, and a maximum gain of +178% against a -75% 
loss over 18 months. This volatility has weakened short-term performance and undermines 
overall portfolio health. The instability stems primarily from smaller, speculative holdings that 
generate outsized gains and losses, while larger core investments deliver only marginal 
returns. UNG remains the critical driver of long-term performance. 

Notably, several holdings are consistently underperforming across all time periods. CNBS is 
generating losses in each period, as is MJ and TOKE. These chronic underperformers are 
creating significant drag on overall portfolio returns and diluting gains from stronger 
positions. 



Client should consider selling these investments. 

Most recent 12M risk and average daily return for each of the 
securities 
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12months risk and average daily return for each of the securities 

 

When analyzing sigma and returns, we seek an optimal balance between strong average 
daily returns and low volatility. For example, investment ACN exhibits low daily returns 
coupled with high sigma, making it an unfavorable risk-adjusted position. Similarly, 
investment AAAU demonstrates low returns but with moderately lower sigma. While AAAU 
represents slightly better risk management than ACN, it remains suboptimal. 

The client should prioritize investments with low sigma and high returns. These positions 
offer the best risk-adjusted performance and will significantly improve the portfolio's Sharpe 
ratio and overall stability. 



 

New investment 
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New investment options 

 

To identify the optimal next investment, we evaluated opportunities based on their Sharpe 
ratios. We gathered 20 months of performance data for potential investments to calculate 
sigma and average returns. Based on this analysis, MCK presents the best Sharpe ratio and 
represents the strongest risk-adjusted opportunity. 

The client should consider investing in opportunities like MCK while divesting from positions 
that have demonstrated losses over prolonged periods. This strategic reallocation will 
improve overall portfolio performance by replacing underperformers with investments 
offering better risk-adjusted returns. It will contribute to the portfolio with annualized sigma of 
0.19 or with daily sigma of 0.01197. 

 

 

 

 



 

Best security with highest risk adjusted returns 
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Best security - based on Sharpe ratio 

 

Based on monthly Sharpe ratio analysis (this differs from the annualized ratios used 
previously), SHV presents the strongest risk-adjusted performance. While SHV's returns are 
modest, its exceptionally low volatility gives it the portfolio's best Sharpe ratio. 

At the opposite end, TOKE exhibits a negative Sharpe ratio, confirming its status as a 
portfolio drag. More notably, UNG also shows a negative Sharpe ratio despite its excellent 
performance for last 12M. This indicates that UNG's gains have been accompanied by 
significant volatility, resulting in poor risk-adjusted returns. The client should exercise caution 
with UNG and consider whether its historical performance justifies the heightened risk it 
introduces to the portfolio. 
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Analysis 
Paul Bistre’s portfolio is currently telling two very different stories at the same time. When we 
look at the big picture over the last two years, the results are excellent: the portfolio has 
grown by 22.26%. However, if we zoom in on just the last 12 months, the portfolio has 
actually lost value, dropping by -5.15%. 

This creates a confusing situation where the long-term trend looks healthy, but the recent 
performance is bleeding value. Our analysis shows some reasons why this is happening. 
The portfolio has effectively split into two distinct parts. One part is led by Alternative 
investments and Energy; this is driving massive growth. The other part is specifically 
speculative bets in the Cannabis sector is acting like a dead weight, dragging down the 
overall returns. 

The goal of this report is to explain exactly why this split is happening and to propose a clear 
plan to fix it. We need to cut the parts of the portfolio that are taking risks without giving us 
any reward, and we need to double down on the strategies that are actually working. 

Findings 
In October 2018, the client held approximately $146,000 in alternative assets, and by August 
2022 this amount had increased significantly to $404,000. Other major asset classes 
experienced growth as well. Equity holdings rose from $1.1 million in October 2018 to $1.8 
million in August 2022. Commodities increased from $301,000 to $403,000, and fixed 
income positions grew from $786,000 to $841,000 over the same period. 

Sector Analysis: The Winner vs. The Loser (Insights) 
To understand why the portfolio lost five percent in the last year despite strong long-term 
growth, it is necessary to examine the specific sectors included in the investment strategy. 
The data shows a clear contrast between two commodity-driven sectors, oil and cannabis. 
The oil and energy sector has been the strongest performer. Investments in assets such as 
UNG, which tracks natural gas, helped shield the portfolio from inflation because energy 
prices typically rise when the cost of living increases. This part of the portfolio has grown 
significantly over the past 12-month. Although energy investments are highly volatile, the 
long-term risk has been rewarded. It is important to note, however, that UNG has still not 
fully recovered the value of the original investment made in 2018, when the security declined 
sharply. It only began returning to its initial value in March 2021, illustrating the substantial 
volatility associated with this type of investment. 

The cannabis sector shows the opposite trend. Holdings such as CNBS, MJ, and TOKE 
have posted consistent losses across all time periods measured, including twelve, eighteen, 
and twenty-four months. This represents destructive volatility. These assets display similar 
levels of risk and price movement as the oil sector, but instead of recovering or appreciating, 
they continue to decline. Keeping capital in these underperforming cannabis holdings 
reduces the overall effectiveness of the portfolio. Every dollar tied up in a declining cannabis 
asset is a dollar that could be generating returns in a stronger, more resilient sector. 

The "Equity Gap" 
In this portfolio, the strongest risk-adjusted results come from two areas. The best performer 
is fixed income, represented by SHV, which is a conservative Treasury bond fund. Its score 



is the highest because it very rarely loses value, and in an unstable market this level of 
safety effectively becomes a form of outperformance. The second strongest performer is the 
alternatives category, represented by KMLM, a managed futures fund. Its strong score 
reinforces the conclusion that the most strategically positioned assets in the portfolio are 
within the alternatives segment. The stocks currently held in the portfolio carry more risk 
than the returns they generate. They show considerable volatility but do not provide 
consistent growth in exchange for that risk. The overall picture suggests that, at this 
moment, the safest and most efficient places for the client’s capital are in stable fixed income 
instruments and advanced alternative strategies rather than in selecting individual equities or 
focusing on stocks with favorable Sharpe ratios. 

3. Strategic Recommendations 
We need to realign the portfolio to match what the data is telling us. We propose a three-step 
plan to stop the short-term bleeding and protect the long-term gains. 

Step 1: Cut the Dead Weight (The Sell) 
Recommendation: Sell all positions in the Cannabis sector immediately (CNBS, MJ, and 
TOKE). 

Why: There is no financial reason to keep holding these. They are increasing the portfolio's 
risk while reducing its value. By selling them, we stop the "drag" on the portfolio's 
performance. It also frees up cash that is currently trapped in losing positions so we can put 
it to work in better investments. This is the quickest way to fix the negative 12-month return 
figure. 

Step 2: Fix the Equity Gap (The Buy) 
The cash generated from selling the cannabis holdings should be reinvested in McKesson 
Corporation. This recommendation is based on the need for an equity position that offers 
both growth and stability, especially since the current stocks in the portfolio carry more risk 
than their returns justify. McKesson is an ideal candidate because it delivers exceptional 
performance with far lower volatility than most equities. It has an annualized return of more 
than 47% and an annualized Sharpe ratio of 2.53, indicating strong risk-adjusted efficiency. 
This investment effectively bridges the equity gap by providing exposure to the stock market 
while maintaining volatility levels closer to fixed income. McKesson strengthens the portfolio 
by adding an equity position that finally compensates for its risk and contributes consistent, 
reliable growth. 

Step 3: Anchor the Wins (The Hold) 
The portfolio should retain its allocation to alternative investments, but these positions 
should be paired intentionally with a strong foundation in fixed income, particularly SHV. 
Alternatives can remain a core component, yet their weight should be capped at sixty 
percent to prevent excessive concentration. If the allocation rises above this level, gradual 
trimming is recommended, with the proceeds redirected into high-quality equities such as 
MCK. Within the alternatives category, exposure to proven managers like KMLM, which has 
demonstrated steady risk-adjusted performance, should be maintained or increased, while 
speculative positions without an established track record should be avoided. Fixed income 
should remain the portfolio’s anchor. SHV, which has the highest Sharpe ratio of all holdings, 
provides essential stability and should represent ten to fifteen percent of the total allocation. 



This position should not be reduced in pursuit of higher yields. The oil and energy sector 
should also be maintained, as these assets offer inflation protection and have produced 
positive risk-adjusted returns. Their volatility has been constructive rather than harmful, 
though a maximum allocation of twenty percent is advisable to prevent concentration risk. 

Conclusion 
While Paul Bistre’s portfolio has demonstrated exceptional long-term success , preserving 
this wealth requires a strategic shift toward maturity. The portfolio can no longer justify 
holding speculative assets like Cannabis that consistently generate losses, nor can it rely on 
uncompensated volatility. By divesting from these underperformers and reallocating capital 
into superior risk-adjusted assets like MCK , while simultaneously anchoring the portfolio 
with bonds to limit downside exposure, we will ensure the portfolio is robust enough to thrive 
in its next phase. 
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