
DYNAMIC SECTOR ALLOCATION
TRADE UPDATE

Market Review 
	» Global trade policy uncertainty, which rose sharply following the April tariff announcement, has since eased from its 

peak. Thus far, the effects of these tariffs on the U.S. economy have been smaller than anticipated. Investors appear 
to be looking past the trade disputes, focusing instead on the outlook for strong economic and earnings growth. As a 
result, riskier assets, such as equities and high yields, rallied during the second quarter.

	» Turning to economic data, recent figures show that U.S. job openings have declined. However, a drop in workforce 
growth due to lower net immigration has kept the unemployment rate at 4.2%. In addition, U.S. headline CPI rose 
slightly below market forecasts, and long-term inflation expectations remain well-anchored. Despite weaker consumer 
sentiment, underlying consumer fundamentals remain solid.

	» A dovish Fed, escalating trade tensions, and budget deficit concerns have led to notable volatility in the treasury 
market. Long-term treasury yields have experienced significant volatility, with the 30-year bond yield at one point 
surging above 5%. The yield curve is widely expected to steepen as investors demand a higher premium for holding 
longer-term bonds in such an uncertain environment.

Moving Forward 
	» Increasing Exposure to Equities: We believe the current macroeconomic backdrop continues to support the 

market’s recent performance, which has been largely driven by retail investor activity. Furthermore, we anticipate that 
fiscal policy, such as the “One Big Beautiful Bill” Act, will likely provide an additional tailwind. By front-loading tax cuts 
and spending, such legislation is likely to inflate asset prices more significantly than consumer prices, reinforcing our 
positive outlook for equities in the near term.

	» A Temporary Slowdown: While recent data suggests weakness in the U.S. labor market, we do not believe this 
signals a negative turning point. In our view, this weakness is temporary, stemming from the April tariff shock which 
was reversed within a month. Should the outlook for economic and earnings growth prove more resilient than feared, 
investors should be positioned for potential upside.

In response to a resilient economy and decline in tariff uncertainty, the Innealta Capital investment team rebalanced the 
Dynamic Sector Allocation (“DSA”) on 07/29/2025. 

Position changes within the DSA
	» Asset Allocation: Within the strategy, the equity allocation was increased from 73% to 80%, while fixed income 

decreased from 27% to 20%.
	» Equity Allocation: Equity allocation: DSA reallocated away from defensive equity and macro-cyclical sectors 

towards consumer-cyclical and factor-based exposure. As part of this, DSA increased allocations to utilities, 
communication services, and industrials, while trimming the weights of the energy, materials, and health care sectors.

	» Fixed Income Allocation: DSA reduced the exposure to actively managed bonds and intermediate-term treasury.
Positioning of DSA relative to its benchmark

	» Asset Allocation: Relative to its benchmark, DSA is 10% overweight to equities and 10% underweight to 
fixed income.

	» Equity Allocation: Within equity sectors, DSA has overweight allocations to utilities, communication services, 
financials, and industrials sectors; the strategy has underweight allocations to energy, materials, health care, and 
information technology sectors. Across size and style tilts, the strategy has overweight allocations to small-cap value 
and large-cap growth securities.

	» Fixed Income Allocation: DSA has overweight allocations to intermediate-term bonds relative to its benchmark. 
The strategy has a lower effective duration than the benchmark (5.55x vs. 5.99x).
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PORTFOLIO SNAPSHOT

HOLDINGS RELATIVE TO BENCHMARK

SOURCE: Innealta Capital, as of 07/29/2025. Portfolio’s benchmark refers to a blend of 70% S&P 500 Total Return Index and 30% Bloomberg Barclays U.S. 
Aggregate Index. Skew refers to the difference between the portfolio and the benchmark. See disclosure for more detailed descriptions. 

HOLDINGS CHANGES

SOURCE: Innealta Capital, as of 07/29/2025. New refers to the portfolio as of the trade update date. Old refers to the portfolio as of previous to the trade 
update. Change refers to the difference between each. See disclosures for more details. 
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DISCLOSURES
For financial professional use only.

This presentation is not to be used or considered as an offer to sell, or the solicitation of an offer to purchase, any interest in the Fund. Any such offering 
will be made only by means of a confidential agreement containing important information about the terms of investment in the Fund, risk factors, conflicts of 
interest, restrictions on transferability and other material aspects about the respective Fund and only in those jurisdictions permitted by law. In the case of any 
inconsistency between the description or terms in this document and the respective agreement, the agreement shall control. While the information prepared 
in this document is believed to be accurate, we make no express warranty as to the completeness or accuracy of the information. This information provided 
herein, including, without limitation, investment strategies, investment restrictions and parameters, and investment and other personnel, may be modified, 
terminated, or supplemented at any time without further notice in a manner which we believe is consistent with its overall investment objective.

DEF FI refers to any debt type contained within the Bloomberg Barclays U.S. Aggregate Bond Index as well as inflation protected debt, municipal debt and 
cash. CYC FI refers to any debt not contained in the DEF FI group. COMS refers to any equity investment within the GSCI Communication Services sector. 
COND refers to any equity within the GSCI Consumer Discretionary sector. CONS refers to any equity within the GSCI Consumer Staples sector. ENRS 
refers to any equity investment within the GSCI Energy sector. FINL refers to any equity investment within the GSCI Financials sector. HLTH refers to any 
equity investment within the GSCI Healthcare sector. INDU refers to any equity investment within the GSCI Industrials sector. MATR refers to any equity 
investment within the GSCI Materials sector. RLST refers to any equity investment within the GSCI Real Estate sector. TECH refers to any equity investment 
within the GSCI Information Technology sector. FACTOR refers to any equity investment with a factor focus such as small capitalization or growth. UTIL 
refers to any equity investment within the GSCI Utilities sector.

The S&P 500 Total Return Index measures the equity market performance of the largest, market-capitalization, U.S. companies listed on the NYSE or 
NASDAQ. The Bloomberg Barclays U.S. Aggregate Bond Index measures the performance of U.S. taxable, investment grade, fixed-income investments 
issued by the U.S. Government, U.S. Agency, and U.S. corporations. 

Investing involves risk, principal loss is possible, and there can be no assurance that investment objectives will be achieved. Past performance 
is not indicative of future results and actual returns may vary materially and adversely. Therefore, no current or prospective client should 
assume that the future performance of any specific investment or investment strategy (including the investments and/or investment strategies 
recommended by Innealta Capital, LLC), will be profitable or equal to past performance levels. This presentation may contain forward-looking 
statements and projections that are based on the current beliefs and assumptions of Innealta Capital, LLC and on information currently available 
that Innealta Capital, LLC believes to be reasonable, however, such statements necessarily involve risks, uncertainties and assumptions, and 
prospective and current clients may not put undue reliance on any of these statements. Exchange traded funds (ETFs) are subject to risks similar 
to those of stocks, such as market risk, and investors who have their funds invested in accordance with the portfolios may experience losses. The 
principal risks of investing in the strategy include, but are not limited to, loss of all or a substantial portion of the investment due to leveraging, 
short-selling, or other speculative practices, market fluctuations, risks associated with the operations, personnel, and processes of the manager, 
and risks with regard to cybersecurity. For more information on the risks associated with investment in ETFs, please refer to the Innealta Capital, 
LLC Form ADV Part 2, available at adviserinfo.sec.gov or upon request.
There is no guarantee that any investment process described herein will be successful or profitable. No investment strategy or risk management technique 
can guarantee returns or eliminate risk in any market environment. Clients and investors may lose all of their investments. 

Analytics are presented for informational purposes only and do not constitute an offer or recommendation to buy or sell securities or to engage an investment 
manager. Market indices included are a general source of information and may not be the designated benchmark to evaluate an investment’s performance. 
Such benchmarks and market indices are unmanaged, assume reinvestment of income, do not reflect the impact of any trading commissions and costs, 
management, and incentive fees, and have limitations when used for comparison or other purposes because they, among other reasons, may have a different 
trading strategy, volatility, credit, or other material characteristics (such as limitations on the number and types of securities or instruments). No representation 
is made that any benchmark or index is an appropriate measure of comparison. Market Indices included are a general source of information and comparison 
to an index does not imply that the strategy will be constructed in the same way as the index or achieve returns, volatility, or other results similar to the index. 
Potential or current investors should not conclude that the strategy will or will not be correlated with any such index (including those purporting to represent 
the trading strategies to be implemented by such product). Potential or current investors should not consider any comparative index shown in this document 
to be a performance benchmark for the strategy. The comparison of indices in general, and to individual managed products in particular, are subject to 
material inherent limitations.

It is not possible to invest directly into an index. 

Advisory services are offered through Innealta Capital, LLC, an Investment Adviser registered with the U.S. Securities & Exchange Commission (SEC) subject 
to the Rules and Regulations of the Investment Advisers Act of 1940. Innealta Capita, LLC provides advisory services to certain mutual funds and individually 
managed client accounts. Investing involves risk, principal loss is possible, and there can be no assurance that investment objectives will be achieved. 
Innealta Capital, LLC only transacts business in states where it is properly registered or exempt from registration. Registration of an investment adviser does 
not imply any certain level of skill or training. No federal or state agency or regulatory or self-regulatory authority has approved the information contained in 
this presentation, and any representation to the contrary is unlawful.
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