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1. Returns are net of fees and represent the returns of Logica Absolute Return Fund, LP and Logica Tail Risk Fund, LP, respectively.  Past performance 
is not indicative of future results.  

2. Naïve Straddle Return: a 1.5 month out, S&P 500 at-the-money put and call bought on the final trading day of prior month and sold on the final 
trading day of current month. This return on premium is divided by a factor of 6 to be comparable to Logica’s typical AUM-to-premium ratio.  For 
illustration purposes only.

3. Naïve Ratio Straddle Return: a 1.5 month out, S&P 500 at-the-money put and at-the-money call (divided by 2) bought on the final trading day of 
prior month and sold on the final trading day of current month. This return on premium is divided by a factor of 6 to be comparable to Logica’s 
typical AUM-to-premium ratio.  For illustration purposes only.

4. S&P 500. The index measures the performance of the large-cap segment of the U.S. market. Considered to be a proxy of the U.S. equity market, 
the index is composed of 500+ constituent companies.

5. The Nasdaq-100 is a stock market index made up of 101 equity securities issued by 100 of the largest non-financial companies listed on the 
Nasdaq stock exchange.

6. The Dow Jones Industrial Average is a stock market index of 30 prominent companies listed on stock exchanges in the United States.
7. The Russell 2000 Index is a small-cap U.S. stock market index that makes up the smallest 2,000 stocks in the Russell 3000 Index.

LOGICA ABSOLUTE RETURN (“LAR”)
Upside/Downside Convexity - No Correlation

Tactical/dynamic balanced Put/Call allocation –Straddle

As of 7/31/23 MTD (%) QTD (%) YTD (%)
Logica Absolute Return1 1.0 1.0 -5.2

Naïve Straddle (1 put, 1 call)2 -2.5 -2.5 -16.0
Logica Tail Risk1 -1.0 -1.0 -5.7

Naïve Ratio Straddle (2 puts, 1 call)3 -6.6 -6.6 -30.2
CBOE Volatility Index (VIX) pts 0.0 0.0 -8.0

CBOE Volatility Index (VIX) % chg 0.3 0.3 -37.1
S&P 5004 3.1 3.1 19.5
NASDAQ 1005 3.8 3.8 44.0
Dow Jones Industrial Average6 3.4 3.4 7.3
Russell 20007 6.1 6.1 13.7

LOGICA TAIL RISK (“LTR”)
Max Downside Convexity – Strong Negative Correlation

Tactical/dynamic downside tilted Put/Call allocation – Ratio Straddle

SUMMARY 
Markets continued their broad rally in July, with all of the 4 major indices gaining more than +3.0%. In fact, 
all 11 sectors of the S&P 500 gained, led by Energy at +7.8%. Implied Volatility/VIX also provided a favorable 
environment for long volatility strategies, providing no headwind to speak of – essentially flat on the month. 
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“We must take care always to keep ourselves, by suitable establishments, 
in a respectable defensive posture.” 

- George Washington 

Given the broad rally continuing in July, and lack of any volatility headwind, our modules experienced ideal 
“healthy market” conditions. Sector & Single Stock Calls, which employ a diversified exposure, gained nicely 
on the month, slightly outpacing the S&P 500. We are happy to see the return of some alpha for our stock 
selection process, as we had been lagging earlier this year as a result of the thinner rally concentrated in the 
technology sector that we were not overly exposed to. But given the healthier broadening out of the market, 
our outpacing is a nice demonstration of our ability to capture excess return on the upside “all else being 
equal.”

On this point, some might argue that concentration is almost necessary in order to outperform a benchmark, 
as the more diverse one’s portfolio, the more the portfolio acts like the index, and the harder it is for selection 
alpha to rear its head. But in being broadly diversified, and still generating some excess return, we believe we 
offer something far more important; our alpha comes from nuanced differentials in weightings and exposures 
while maintaining total portfolio balance. And maintaining overall balance is essential to our core objective 
of maximizing down-capture during market stress, where any material imbalance introduces basis risk to that 
defensive posture.

COMMENTARY & PORTFOLIO RETURN ATTRIBUTION8

8. For illustration purposes only. Attribution returns are composed of daily returns, gross of fees. 
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RETURNS.

LOGICA ABSOLUTE RETURN ATTRIBUTION

As of 7/31/23 MTD (%) QTD (%) YTD (%)

S&P Puts -3.94 -3.94 -18.48

Fast Scalping -3.43 -3.43 -9.63

Slow Scalping -0.51 -0.51 -8.85

S&P Calls 2.10 2.10 4.68

Fast Scalping 1.19 1.19 1.59

Slow Scalping 0.91 0.91 3.10

Sector & Single Stock Calls 3.35 3.35 7.09

Macro Overlay -0.11 -0.11 1.01

Gold 0.15 0.15 0.60

Long-Term Treasuries -0.19 -0.19 0.09

US Dollar -0.07 -0.07 0.32

LOGICA TAIL RISK ATTRIBUTION

As of 7/31/23 MTD (%) QTD (%) YTD (%)

S&P Puts -2.36 -2.36 -10.24

Fast Scalping -2.07 -2.07 -5.57

Slow Scalping -0.28 -0.28 -4.67

S&P Calls 0.67 0.67 1.70

Fast Scalping 0.43 0.43 0.87

Slow Scalping 0.24 0.24 0.82

Sector & Single Stock Calls 0.85 0.85 1.84

Macro Overlay -0.06 -0.06 0.64

Gold 0.07 0.07 0.36

Long-Term Treasuries -0.11 -0.11 0.08

US Dollar -0.01 -0.01 0.19

The Portfolio: Looking Inside



JULY 2023 CONFIDENTIAL - NOT FOR FURTHER DISTRIBUTION LOGICAFUNDS.COM
3

The Volatility Market: Looking Outside 

“The future has already arrived. It’s just not evenly distributed yet.” 
- William Gibson

As mentioned above, July was a favorable month with respect to the relationship of Implied Volatility (“IV”) 
and S&P 500 movement. Looking to the scatterplot below, we note a slightly better than expected relationship 
vs. historical, and these points are without consideration of the starting level of VIX/IV coming into the month, 
which was already quite low, indicating an “even better” behavior than all else being equal (more on the 
impact of the “starting level of IV” below). This improved outcome, vs. the multi-year period leading up to 
it, is very much in line with what we have been hypothesizing, as repeatedly expressed in several monthly 
letters over recent months. The point we have been shouting from the rooftop – and increasingly louder as IV 
continued to drop -- is how much less downside room IV had to go, having arrived at below historical averages 
and closer to its long-term lows. As such, it is of course quite satisfying for us to see the “future” display the 
outcome we had hypothesized.

Moreover, given our strong conviction of both the relative “cheapness” of IV vs. recent years, alongside the 
improving behavior of IV to S&P movement across various ways we analyze the relationship, we have been 
slowly increasing our total long volatility exposure. As we have also mentioned over the last many months 
in our letters, our models have led us to accumulate a larger volatility exposure in a methodical and ordered 
way. And July was a perfect example of our thesis having played out, as essentially there was zero-to-no 
cost of holding that excess volatility even though the underlying index gained +3.1%. This is both unusual 
and wonderful. Of course, we still bear the unavoidable cost of Theta, the relentless time decay of holding 
optionality, albeit Theta is simply the cost of doing business.
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Observed in a different way, we can see the attractiveness of IV in the below chart of ATM pricing since 2010. 
Our proximity to long term lows becomes clearly visible. Of course, new lows are always possible (we are no 
stranger to fat tail events!), but in probabilistic terms, by the end of July, the hope/expectation is that most of 
the “vol crush pain” is over.

“History never looks like history when you are living through it.” 
- John W. Gardner

In fact, in thinking back on the “pain”, one can observe the far right of the chart below to clearly see how 
elevated IV was last year, hanging out in the 20-30 range throughout most of 2022 was an unusual event. One 
could suggest that the bear market in equities over the course of 2022 is consistent with higher IV, and yes, 
that is a fair case. But the inconsistency was the range, wherein IV repeatedly sought the 30 level, and then 
spent weeks retracing back to the low 20’s, only to do that same up/down shakeout multiple times more. The 
indecisiveness, to say the least, was more of the difficulty. In any event, we seem to be through that struggle 
at this point, and to a great degree, in a far preferred IV environment:

Separately, Realized Vol (“RV”) also ticked down a notch in July; interestingly, to the 4th lowest value since 
our chart began in 2019. And more profoundly, this level also represents a bottom 20th percentile observation 
since 1928.
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“It costs a lot of money to look this cheap.” 
- Dolly Parton

Referring back to the starting level of IV, and how much that impacts payoff, if we look back at a few charts 
we shared years ago, we illustrate the effect of a volatility pop (as well as the other side of the coin -- volatility 
crush) in order to show how much the odds are in one’s favor given an improved starting point. That is, when 
the red “decay” line is far less probable, we can see how much smoother sailing things are starting from the 
black line… and moving to the green line. Simply, there is less area below 0, or if you will, less downside 
pressure to fight for an option holder to make their way upwards (into positive PnL territory):

*The below chart shows the straddle PnL given a rise in volatility, and/or volatility decline, given approximately 8.5 points of IV 
movement (independent of Delta, the underlying’s directional movement).

Along the same lines, we can look at the below chart, and specifically to the vertical dashed grey line, and 
see that at current levels of IV, there is little room left to the left side. Moreoever, since an ATM option has no 
intrinsic value, it is 100% premium,  and can be said to be composed entirely of “volatility” (commonly called 
“extrinsic value”) – and thus, when we say “volatility is cheap” we are simply saying “option prices have little 
downside left,” much in the same way one would say a value stock at a very low valuation might be cheap.
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Finally, taking a closer look at the daily movement of our strategies for the month of July, we note that each did 
as expected, and in line with their intended relationship, and anti-relationship, with the broader market.
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Follow Wayne on Twitter @WayneHimelsein

CONTACT US
JAM ZOVEIN
Partner, Chief Operating Officer
310-666-0934
jam@logicafunds.com

DISCLOSURES:  The performance data quoted herein represents past performance, which is not an indication or a guarantee of future results. Current 
performance may be lower or higher than the performance quoted. All returns assume reinvestment of dividends and are net of withholding taxes 
where applicable. There is no guarantee that the investment objectives will be achieved.   
Any indices and other financial benchmarks shown are provided for illustrative purposes only, are unmanaged, reflect reinvestment of income and 
dividends and do not reflect the impact of advisory fees.  Investors cannot invest directly in an index.  Comparisons to indexes have limitations because 
indexes have volatility and other material characteristics that may differ from a particular fund.  For example, a fund may typically hold substantially 
fewer securities than are contained in an index.  Indices also may contain securities or types of securities that are not comparable to those traded by a 
fund.  Therefore, a fund’s performance may differ substantially from the performance of an index.  Because of these differences, indices should not be 
relied upon as an accurate measure of comparison.  In addition, data used in the benchmarks are obtained from sources considered to be reliable, but 
Logica makes no representations or guarantees with regard to the accuracy of such data.
This letter and the accompanying discussion has been provided to you solely for information purposes and does not represent a recommendation to 
trade any particular security, but is intended to illustrate Logica’s investment approach. These opinions are current as of the date of this commentary 
but are subject to change. The information contained herein has been obtained from sources believed to be reliable but the accuracy of the information 
cannot be guaranteed. These views should not be interpreted as a guarantee of the future performance of the markets, any security or any funds 
managed by Logica. This material should not be construed as legal or tax advice, nor is it intended to replace the advice of a qualified attorney or tax 
advisor.
This letter and the accompanying discussion does not constitute an offer or solicitation of an offer or any advice or recommendation to purchase any 
securities or other financial instruments and may not be construed as such.  Such an offer can only be made pursuant to the applicable fund’s offering 
documents and otherwise in accordance with applicable securities laws.  The information herein must be read in the context of the applicable fund’s 
offering documents, which contain additional information needed to evaluate a potential investment and provide important disclosures regarding 
risks, fees and expenses related thereto.   
Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may differ 
materially and should not be relied upon as such.  You should conduct your own analysis and consult with professional advisors prior to making any 
investment decision. Changes in tax laws or severe market events, among various other risks, as described herein, can adversely impact performance 
expectations and realized results.  This document is not research and should not be treated as research. The contents of this commentary are not to 
be reproduced or distributed to the public or press.  The information contained in this commentary is intended only for the persons to whom it is 
transmitted for the purposes of evaluating the subject matter herein.   
This letter and the accompanying discussion include forward-looking statements. All statements that are not historical facts are forward-looking 
statements, including any statements that relate to future market conditions, results, operations, strategies or other future conditions or developments 
and any statements regarding objectives, opportunities, positioning or prospects. Forward-looking statements are necessarily based upon speculation, 
expectations, estimates and assumptions that are inherently unreliable and subject to significant business, economic and competitive uncertainties 
and contingencies. Forward-looking statements are not a promise or guaranty about future events.


