
1/1/2023 to 3/31/2023KL Allocation Fund

KL Allocation Institutional
Ticker
Quarter End Price
Prospectus Net Expense Ratio
CUSIP

GAVIX
11.58

1.28
461418659

KL Allocation Advisor
Ticker
Quarter End Price
Prospectus Net Expense Ratio
CUSIP

GAVAX
11.25

1.53
461418667

Key Facts

Quarter End Price Date

Morningstar Category

Inception Date

Manager Tenure (Longest)

Primary Prospectus Benchmark

Dividend Distribution Frequency

3/31/2023
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Q1 2023 Performance Update & Commentary 
During the first quarter, the KL Allocation Fund was up 5.46%, 
compared to the equity benchmark, the Morningstar Developed 
Markets Large-Mid Index, which was up 7.46%, and besting the 
Morningstar Tactical Allocation category average, which turned in 
2.93% for the quarter. This took the fund’s one-year performance 
to -6.69%--surpassing both the equity benchmark (-7.22) and the 
category average (-7.91)--a welcome result after calendar 2022, 
during which 60/40 portfolios experienced the worst year in 
decades. Over the last three years, GAVIX is up 0.57% compared 
to the -4.27% loss experienced in the Morningstar US Treasury 
Bond Index. In other words, GAVIX preserved capital better than an 
index of “risk free” assets over the last three years. (Data above, 
GAVIX, as of 3/31/23). Macro discussion continues, pg. 2

3 Months YTD 1 Year 3 Years 5 Years 10 Years
Since

Inception
KL Allocation Institutional
KL Allocation Advisor
Morningstar DM LM NR USD
Morningstar US Trsy Bd TR USD
US Fund Tactical Allocation

5.46 5.46 -6.69 0.57 0.87 3.98 5.36

7.46 7.46 -7.22 16.03 7.65 8.72 9.10

2.93 2.93 -7.91 7.71 2.89 3.13 3.78
2.97 2.97 -4.59 -4.27 0.74 0.89 1.38

5.44 5.44 -6.95 0.34 0.63 3.73 5.08

The performance data quoted here represents past performance. Past performance is no guarantee of future results. 
Investment return and principal value will fluctuate, so that an investor’s shares, when redeemed, may be worth more or less 
than their original cost. Current performance may be lower or higher than the performance information quoted. To obtain 
performance information current to the most recent month-end please call 888.998.9890 or visit our website at 
www.knowledgeleadersfunds.com. The net total annual operating expenses of the Fund are 1.53% and 1.28% for the Advisor 
and Institutional classes, respectively, including acquired fund fees and expenses. The inception date is 9/30/10. 

Please consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. The prospectus or 
summary prospectus that contains this and other information about the Fund, is available by calling 888.998.9890 and should 
be read carefully. Ratings may reflect fee waivers in effect; in their absence, ratings may have been lower. Ratings for other 
share classes may vary. US Fund Tactical Allocation is the Morningstar Tactical Allocation category average.
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Portfolio Manager

Steven C. Vannelli, CFA 

Steven Vannelli is founder, 
Chief Executive Officer of 
Knowledge Leaders Capital 
and Chief Investment Officer of 
the Knowledge Leaders 
Strategy. An equity manager 
for more than 20 years, Mr. 
Vannelli holds a bachelor's 
degree in finance from the 
University of Denver and is a 
CFA charterholder.

Fund Description 
The fund invests in the equities of Knowledge Leaders, those 
companies that possess deep reservoirs of intangible capital as a 
result of their history of investing in knowledge-intensive activities like 
R&D, brand development and employee education. Academic research 
has proven highly innovative companies have a tendency to generate 
excess returns in the stock market, and it is these excess returns the 
investment team aims to capture in the portfolio. The fund employs an 
allocation strategy, investing in three asset classes depending on 
market factors: equities, fixed income and cash. As a result of highly 
active stock selection and asset allocation decisions, the fund has 
established a long history of avoiding major market drawdowns.
About the Advisor 
Knowledge Leaders Capital identified the Knowledge Effect and 
created the first investment methodology that seeks to capture the 
excess returns of highly innovative companies.

Commentary (continued)
The US banking system has been experiencing a mini-crisis, beginning with the collapse of Silicon Valley Bank. The collapse brought to the 
fore three observations: 1) money has been slowly leaking out of the banking system in the pursuit of higher yielding money market funds or 
ETFs; 2) banks, in aggregate, have unrealized losses on their securities portfolios that represent, in some cases, a meaningful portion of 
equity capital; and 3) bank lending standards have been rising for a few quarters, and are likely still increasing. All of this adds up to a credit 
crunch, and the data is already coming out to validate the hypothesis. 

In the last month, aggregate bank deposits are down around $250 billion, with small banks bearing the brunt of the decline. Over the last 
year, banking system deposits have fallen by almost 5%. This makes sense as bank deposit rates are still under 1% while other risk-free cash 
assets yield about 5%. 

Early evidence suggests the decline in bank deposits is starting to impact lending, i.e., leading to a credit crunch. Last week the Dallas Fed 
Banking Conditions Survey came out, showing total loan volume down 18.3% over the last year. This trend permeated all manner of lending 
from consumer to residential to commercial. At the same time loan pricing and terms are up 70% over the last 16 months. This validates the 
aggregate US bank data released last week which showed that commercial and industrial loans have dropped around $75 billion over the last 
couple weeks. 

Rounding out the recent credit related data points, the just-released National Federation of Independent Business (NFIB) Small Business 
Credit Conditions Availability of Loans has fallen to a level last seen in 2012. An escalating credit crunch represents a clear and present 
danger to the economy.

As of 3/31/23, Silicon Valley Bank was not held in the KL Allocation Fund.

Source: Morningstar Direct



Performance - KL Allocation Institutional

Time Period: 4/1/2022 to 3/31/2023

Calculation Benchmark: Morningstar DM LM NR USD

1 YR RISK METRICS GAVIX Morningstar DM Lg-Mid Index Tactical Allocation Category

Return

Beta

Alpha

Correlation

Overall Capture Ratio

Std Dev

Sharpe Ratio

Treynor Ratio (arith)

Sortino Ratio

-7.22%

1.00

0.00%

1.00

1.00%

23.15%

-0.36

-10.50

-0.48

-6.69%

0.44

-5.97%

0.91

0.79%

11.22%

-0.87

-22.85

-1.08

-7.90%

0.54

-6.30%

0.99

0.79%

12.57%

-0.86

-20.89

-1.03

Performance - KL Allocation Institutional

Time Period: 4/1/2018 to 3/31/2023

Calculation Benchmark: Morningstar DM LM NR USD

5 YR RISK METRICS GAVIX Morningstar DM Lg-Mid Index Tactical Allocation Category

Return

Beta

Alpha

Correlation

Overall Capture Ratio

Std Dev

Sharpe Ratio

Treynor Ratio (arith)

Sortino Ratio

7.65%

1.00

0.00%

0.87%

0.37

-3.07%

0.74 1.00

0.70% 1.00%

10.32% 20.76%

-0.01 0.39

-1.74 6.15

-0.02 0.57

2.89%

0.61

-2.79%

0.98

0.82%

12.92%

0.17

2.25

0.23

Performance - KL Allocation Institutional

Time Period: 4/1/2013 to 3/31/2023

Calculation Benchmark: Morningstar DM LM NR USD

10 YR RISK METRICS GAVIX Morningstar DM Lg-Mid Index Tactical Allocation Category

Return

Beta

Alpha

Correlation

Overall Capture Ratio

Std Dev

Sharpe Ratio

Treynor Ratio (arith)

Sortino Ratio

3.98% 8.72%

1.000.39

0.00%-0.06%

1.00

1.00%

0.69

15.49%

0.94%

0.56

7.79

8.70%

0.84

0.38

7.77

0.57

3.13%

0.61

-2.69%

0.97

0.75%

9.71%

0.27

3.60

0.37

Source: Morningstar Direct



Drawdown History
The KL Allocation Fund has demonstrated a long-term history of avoiding significant percentages of the 30 selloffs of 5%+ for the benchmark 
since the fund’s inception in 2010.

Source of both tables: Morningstar Direct, as of 3/31/23. 

Please refer to the fund’s standardized performance on 
page 1. The performance data quoted here represents past 
performance. Past performance is no guarantee of future 
results. Investment return and principal value will 
fluctuate, so that an investor’s shares, when redeemed, 
may be worth more or less than their original cost. Current 
performance may be lower or higher than the performance 
information quoted. To obtain performance information 
current to the most recent month-end please call 
888.998.9890 or visit our website at 
www.KnowledgeLeadersFunds.com.

Source: Morningstar Direct



KL Allocation Institutional - Equity Country Exposure

Portfolio Date: 3/31/2023

%

United States 66.37

Japan 9.76

Canada 8.00

Denmark 6.65

France 4.64

Finland 4.59

Total 100.00

Fixed-Income Maturity - KL Allocation Institutional

Portfolio Date: 3/31/2023
%

1-3 Yr 63.77

20-30 Yr 25.39

91-182 Day 5.17

183-364 Day 5.06

3-5 Yr 0.36

15-20 Yr 0.25

Total 100.00

Equity Sectors (GICS) - KL Allocation Institutional

Portfolio Date: 3/31/2023
%

Industrials 29.02

Healthcare 20.96

Information Technology 19.78

Consumer Staples 9.76

Consumer Discretionary 8.33

Materials 8.00

Communication Services 4.15

Total 100.00

Fixed-Income Credit Quality - KL Allocation Institutional

Portfolio Date: 2/28/2023
%

AAA 99.6

Not Rated 0.4

Total 100.0

The Morningstar Direct fixed income credit quality analysis depicts the quality of bonds in the 
fund's portfolio and reveals the percentage of fixed income securities that fall within each 
credit-quality rating as assigned by Standard & Poor's or Moody's. At the top of the ratings 
are AAA bonds. U.S. government bonds have an implied rating of AAA. Bonds with a B rating 
are the lowest rating bonds that are still considered to be of investment grade.

Asset Allocation - KL Allocation Institutional

Portfolio Date: 3/31/2023

%

Stock 32.72

Bond 34.45

Cash 23.89

Other 8.94

Total 100.00

Allocation Analysis 
Taking advantage of the high cash yields, we have moved a 
significant portion of the portfolio into short-dated risk-free fixed 
income ETFs that yield around 5%. This came at the expense of a 
reduction in equity exposure. We reduced equity exposure from 
about 71% at the end of the fourth quarter to just under 33% at the 
end of the first quarter. Health care, industrials and information 
technology continue to be our sectors of emphasis. On the fixed 
income side, about 64% of the fund’s exposure is in bonds that 
mature in 1-3 years, with 99.6% of the fixed allocation is in AAA 
rated bonds. Lastly, we added a roughly 9% exposure to gold.

Source: Morningstar Direct



The KL Allocation Fund is distributed by IMST Distributors, LLC. The value of the securities held by the Fund will change due to general market and economic 
conditions and industry perceptions. Investments in non-US issuers may involve unique risks. Currency fluctuation, adverse political, economic or social 
developments could undermine the value of the Fund’s investments. The securities of mid-cap companies may be subject to more abrupt or erratic market 
movements and may have lower trading volumes. Many of the risks with respect to foreign investments are more pronounced for investments in issuers in 
developing or emerging market countries. An investment in a fund that is less diversified across countries or geo- graphic regions is generally riskier than an 
investment in a more geographically diversified fund. 

Alpha is a measure of the portfolio’s risk adjusted performance. When compared to the portfolio’s beta a positive alpha indicates better-than-expected portfolio 
performance and a negative alpha worse-than-expected portfolio performance. Basis point is one hundredth of one percent. Beta is a measure of the fund's 
sensitivity to market movements. A portfolio with a beta greater than 1 is more volatile than the market and a portfolio with a beta less than 1 is less volatile than 
the market. Correlation is the extent to which the returns of different types of investments move in tandem with one another in response to changing economic 
and market conditions. Correlation is measured on a scale of -1 (negatively correlated) to +1 (completely correlated). Low correlation or negative correlation to 
traditional stocks and bonds may help reduce risk in a portfolio and provide downside protection. Overall capture ratio is calculated by dividing the up capture ratio 
by the down capture ratio. Standard Deviation is a calculation used to measure variability of a portfolio’s performance. Sharpe Ratio uses a fund’s standard 
deviation and its excess return (the difference between the fund’s return and the risk-free return of 90-day Treasury Bills) to determine reward per unit of risk. 
Treynor Ratio is a risk-adjusted measure of return based on systematic risk. It is similar to the Sharpe ratio with the difference being that the Treynor ratio uses 
beta as the measurement of volatility. Sortino ratio is the excess return over the risk-free rate divided by downside semi-variance as a measure of downside risk. 
Turnover is a measure of how frequently assets within a fund are bought and sold by the managers. The Morningstar Developed Markets Large-Mid Cap 
Index is a subset of large-cap and mid-cap stocks in the Morningstar Developed Markets Index, a broad market Index representing 97% of Developed Markets 
equity market capitalization. The Morningstar US Treasury Bond Index measures the performance of fixed-rate, investment-grade USD-denominated Treasury 
bonds with maturities greater than one year. It is market-capitalization weighted. Morningstar Tactical Allocation Category portfolios seek to provide capital 
appreciation and income by actively shifting allocations across investments. These portfolios have material shifts across equity regions, and bond sectors on a 
frequent basis. To qualify for the tactical allocation category, the fund must have minimum  exposures of 10% in bonds and 20% in equity. Next, the fund must 
historically demonstrate material shifts in sector or regional allocations either through a gradual shift during three years or through a series of material shifts on a 
quarterly basis. Within a three-year period, typically the average quarterly changes between equity regions and bond sectors exceeds 15% or the difference 
between the maximum and minimum exposure to a single equity region or bond sector exceeds 50%. The Advisor has contractually agreed to waive its fees and/or 
pay for operating expenses of the Fund to ensure that the total annual fund operating expenses (excluding any taxes, leverage interest, brokerage commissions, 
dividend and interest expenses on short sales, acquired fund fees and expenses (as determined in accordance with Form N-1A), expenses incurred in connection 
with any merger or reorganization, and extraordinary expenses such as litigation expenses) do not exceed 1.50% and 1.25% of the average daily net assets of 
Advisory Class and  Institutional Class shares of the Fund, respectively. This agreement is in effect until December 31, 2023, and it may be terminated before that 
date only by the Trust’s Board of Trustees. An investor cannot invest directly in an index. 

©2023 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is not 
warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this 
information. Past performance is no guarantee of future results. Knowledge Leaders Funds are not sponsored, endorsed, sold or promoted by Morningstar, Inc. or 
any of its affiliates (all such entities, collectively, “Morningstar Entities”). The Morningstar Entities make no representation or warranty, express or implied, to the 
owners of the Knowledge Leaders Funds or any member of the public regarding the advisability of investing in mutual funds or ETFs generally or in the Knowledge 
Leaders Funds in particular or the ability of the Knowledge Leaders Funds to track mutual fund or ETF market performance. The KL Allocation Fund is not sponsored, 
endorsed, sold or promoted by Morningstar, Inc. or any of its affiliates (all such entities, collectively, “Morningstar Entities”). The Morningstar Entities make no 
representation or warranty, express or implied, to the owners of the KL Allocation Fund or any member of the public regarding the advisability of investing in mutual 
funds generally or in the KL Allocation Fund in particular or the ability of the KL Allocation Fund to track general market performance. THE MORNINGSTAR ENTITIES 
DO NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE KNOWLEDGE LEADERS FUNDS OR ANY DATA INCLUDED THEREIN AND 
MORNINGSTAR ENTITIES SHALL HAVE NO LIABILITY FOR ANY ERRORS OMISSIONS, OR INTERRUPTIONS THEREIN.

Source: Morningstar Direct


