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Introduction

The Alternative Income Fund seeks to generate consistent levels of income and aims to avoid significant 

interest rate risks inherent in more traditional income oriented strategies.

Decades of declining yields fueled gains in interest rate sensitive portfolios, but the trend 

may have ultimately robbed the portfolios of future returns.
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There are risks associated with the strategy, including risks related to investments in options, fixed income securities and exchange traded funds.  Past performance 
is not a guarantee of future results. Barclays U.S. 1-3 Credit Index sourced from Bloomberg.
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The Alternative Income Fund

The Fund Seeks to Build a Bridge to...

Generate 
Income

An Investment Solution

Short-term interest + Option premium decay

Reduce
Bond Risk

Reduce
Equity Risk

3



Fund Overview

As of 

March 31, 2017
KWINX

Barclays 1-3Y 

U.S. Credit

Barclays U.S.

Aggregate

The Fund’s investment strategy changed as of 12/31/2012.

TOTAL RETURN (%)

Year-to-Date 0.79 0.65 0.82

One Year 4.11 1.61 0.44

Three Year
(annualized)

2.73 1.42 2.68

Five Year
(annualized)

3.39 1.65 2.34

Since Inception
(annualized)

0.28 3.17 4.44

Since Inception
(cumulative)

2.79 35.54 52.76

RISK (%)

Annualized Volatility
(Since January 2013)

2.66 0.80 3.01

TheAlternativeIncomeFundseeksto:

Monetize volatility through the collection of put 

option premiums.

Avoid the duration risk associated with longer-

term bond investments.

Provide an alternative source of income that is 

relatively uncorrelated to traditional income 

oriented investments.

Limit equity exposure risk by writing out-of-the-

money equity options.

The past performance data quoted is as of March 31, 2017. Performance data quoted represents past performance and does not guarantee future results. Investment return
and principal value will vary, and shares may be worth more or less at redemption than at original purchase. Current performance may be lower or higher than the
performance data quoted. Visit www.kineticsfunds.com or call 800-930-3828 for more information, including the most recent month-end performance and expense figures and
for a copy of the most recent Prospectus. You should read the prospectus carefully before you invest. Performance does not reflect the deduction of a sales load or fee, which if
included would reduce the performance quoted. You will be charged a redemption fee equal to 2.00% of the net amount of the redemption if you redeem or exchange your
shares 30 days or less after you purchase them. The gross expense ratio for KWINX is 1.78% as of 12/31/16 as referenced in the 5/1/17 prospectus; however, the Investment
Adviser has agreed to voluntarily waive fees and reimburse expenses so that the total expense ratio does not exceed 0.95%, excluding acquired fund fees and expenses (AFFE).
These waivers and reimbursements may discontinue at any time after May 1, 2018. One-Year, Three-Year, Since Inception and Volatility figures are annualized, except where
otherwise noted. The Alternative Income Fund No Load Class inception date is 7/02/2007; however, the Fund began pursuing a new investment objective through a new
investment strategy as of 12/31/2012. Figures include changes in principal value, reinvested dividends and capital gains distributions. Certain statistics that rely on Fund data
prior to January 1, 2013 will reflect the Fund’s prior investment objective and restrictions and may not be indicative of the Fund’s current positioning or prospective results. See
disclosure page for definitions. 4
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Cumulative Performance Chart (Daily)

Thechart assumesa hypothetical$100 investmentmadein KWINX,the Barclays1-3 YearU.S. Credit Indexand the BarclaysU.S. AggregateIndexon January1, 2013. All
return data in the CumulativeGrowth Chartis calculatedusinga daily net assetvalue(NAV). Indexand Fundreturn data calculationsincludethe reinvestmentof income,
capitalgainsanddividends. TheFundperformanceincludesfeesandexpenses,whereasreturnsfor the indicesdo not. Theinceptiondate for KWINXis6/29/2007; however,
the Fundbeganpursuinga new investmentobjectiveand implementinga new investmentstrategyasof 12/31/2012. Slide4 containsstandardizedperformancedata. This
chart isnot intendedto implyanyfuture performance.

As of 

March 31, 2017

Annualized 

Since

January 
2013

KWINX
(Net of Fees)

3.40%

Barclays 1-3Y 

U.S. Credit
1.46%

Barclays U.S.

Aggregate
1.84%

Over time, the Fund seeks to produce a return pattern that is 

relatively uncorrelated or potentially negatively correlated with 

traditional bond indexes.
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Fund Mechanics

1 Including exchange traded funds and closed end funds subject
to limits.

The illustration above represents the payoff of the option and stock
strategies upon expiration or exercise. Values can vary over interim
periods.

Alternative Income

Fund

Income Portfolio

Opportunistically invest in income 
generating securities that offer attractive 
risk-adjusted returns with an emphasis on 
avoiding capital losses. 

Option Strategy

Enhance income generation by 
implementing a diversified option 
strategy that seeks to monetize market 
volatility.

Capture option premium decay

Fundamental research 

Limit company exposures

Limit duration risk

Diversify exposures

Allocate opportunistically

Potential Investments KAI

Cash and Equivalents V

Investment Grade Bonds V

Diversified Income Funds(1)
V

There are risks associated with PutWrite Strategies and
BuyWrite Strategies. Among other factors, substantial risks,
including but not limited to the complete loss of capital, exist
as stock prices approach zero.
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Put Option 

Premiums

Short-Term

Bonds

The Alternative Income Fund

Short-term interest + Option premium decay

Portfolio Construction

OTM 1

Options

Long-Term

Expirations

Diversified

Portfolio

1 OTM refers to out-of-the-money options whose strikes prices are below their underlying stocks’ market prices. While the Fund seeks to generate income, there is
no guarantee that it will be successful in achieving its stated investment objective.

Generate 
Income

Investment

Grade

Short

Duration

Diversified

Portfolio
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Bond Strategy: Overview

Risk / Liquidity

Management1

Years to Maturity
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AVOID 

Interest Rate/

Duration Risk

AVOID

Speculative 

Credit Risk

Short-term

High quality

Liquid

Chart for illustrative purposes only.
1 Details are provided as a general description of the Fund’s investment strategy.  While the Fund seeks to avoid the types of risks noted above, there is no 
guarantee it will be able to do so.  Please refer to the Fund’s prospectus for more details on the Fund’s investment strategy, restrictions and risks.  

Company

Exposure

~ 1 - 2%

Cash Balance

5 –10%

Liquid, Short-Term 

Bond ETFs

Investment

Grade

Short-Term

1 –3 Year Bonds

Limit

Exposure to

Financial Cos.
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Option Premium Strategy: Overview

Example: Option strike price 30% below stock price

Buy-to-cover when stock price nears break-even price

Risk

Management1

Option Not.

Exposure

85 –100%

Company

Exposure

~ 1%

Out-the-money

Options

Multiple

Expiration

Dates

Buy-to-cover

Discipline

Sell out-of-the-money 

put options to generate 

income.

Roll put options to realize 

profit when option time 

values collapses due to 

stock price appreciation.

Buy-to-cover options if  

stock approaches break-

even price to avoid 

intrinsic losses.

The line chart above reflects the performance of a hypothetical stock during a hypothetical period of time. Categories A, B and C above the chart serve to illustrate how the Fund’s 
option strategy may be utilized when stock prices fluctuate, such that at purchase date, (A), the Fund may sell out-of-the money put options to generate income. Once the stock 
price has risen, (B) the Fund may roll put options in order to realize profit when the option time value collapses from the stock’s appreciation, and upon the stock price decreasing 
(C), the Fund may buy-to-cover options if the stock approaches the option strike price, in an effort to avoid intrinsic losses. Of course, the Fund may be unable to accurately time 
these events, and there is no guarantee the Fund will be successful in its endeavors. The strategy boxes under the chart above reflect some of the guidelines that the Fund attempts 
to adhere to in carrying out its option strategy. In normal times, the Fund will seek to maintain an option notional exposure which is between 85-100% of the Fund’s net asset value 
(“NAV”). Each option position is generally equal to approximately 1% of the Fund’s NAV. The Fund will utilize out-of-the money options with multiple differing expiration dates, and it 
will attempt to instill a buy-to-cover discipline as stated above. Please refer to the last slide of this presentation for additional risks. 9
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Youshouldconsiderthe investmentobjectives,risks,chargesand expensesof the Fundcarefullybefore investing. For a free copyof the ŦǳƴŘΩǎprospectus,which containsthis and other
information,visit our websiteat www.kineticsfunds.comor call1-800-930-3828. Youshouldreadthe prospectuscarefullybeforeyou invest.

Pastperformancedoesnot guaranteefuture results. Youwill be chargeda redemptionfee equal to 2.00%of the net amountof the redemptionif you redeemor exchangeyour sharesless
than 30daysafter youpurchasethem. Asanon-diversifiedfund, the valueof its sharesmayfluctuatemorethan sharesinvestedin abroaderrangeof companies.

Unlikeother investmentcompaniesthat directly acquireand managetheir own portfolios of securities,the AlternativeIncomeFundpursuesits investmentobjectiveby investingall of its
investableassetsin a correspondingportfolio seriesof KineticsPortfolio Trust. TheBarclaysU.S. AggregateBondIndexis composedof the BarclaysU.S. Government/CorporateBondIndex,
Mortgage-BackedSecuritiesIndex,and Asset-BackedSecuritiesIndex,and includessecuritiesthat are of investmentgradequality or better, haveat leastone year to maturity, and havean
outstandingpar valueof at least$100million. TheBarclays1-3 U.S. CreditBondIndexis composedof investmentgradeUnitedStatescredit securitieswith a maturity betweenoneandthree
years. BothBarclaysindicesaretrademarksof BarclaysBankPLC. Aninvestorcannotinvestdirectly in an index.

AnnualizedVolatility is the standarddeviationof periodicreturnsmultiplied by the squareroot of the numberof periodsin oneyear,e.g., the standarddeviationof dailyreturnsmultiplied by
the squareroot of 250tradingdaysper year.

This presentation is for informational purposesonly, is not a solicitation to purchaseshares,does not constitute investment or tax advice and is not a public or private offering or
recommendationof anykind. Thisdocumentandits contentare the propertyof KineticsAssetManagementLLCόάYƛƴŜǘƛŎǎέύΣa wholly-ownedsubsidiaryof HorizonKineticsLLC,andcannotbe
reproducedor transmittedto anypersonin anyform or by anymeansin wholeor part without prior written consentfrom Kinetics. Mutual Funds,includingKineticsAlternativeIncomeFund,
aresubjectto stockmarket risksandsignificantfluctuationsin value. TheFundmayinvestin debt securitiesthat are tradedbelow investmentgrade(junk)bonds. Generally,non-investment
gradedebt securitiesaresubjectto greatercredit risk,pricevolatility andriskof lossthan investmentgradesecurities.

TheFundinvestsin optionsandbonds,whichcarryspecialrisksfurther discussedin theCǳƴŘΩǎProspectus. Anypremiumreceivedfrom the written optionsmaynot be sufficientto offset any
lossessustainedfrom the volatility of the underlyingequitysecuritiesover time. Thesuccessfuluseof optionsdependsin part on the ability of Kineticsto managefuture pricefluctuationsand
the degreeof correlationbetweenthe optionsandsecuritiesmarkets. Optionscontainspecialrisksincludingthe imperfectcorrelationbetweenthe valueof the option andthe valueof the
underlyingasset. Further,there arespecificrisksassociatedwith PutWriteandBuyWritestrategies,which include,amongother things,the possibilityof the completelossof capitalasstock
pricesapproachzero. Bywriting put options on equity securities,the Fundmay giveup the opportunity to benefit from potential increasesin the valueof the commonstocksabovethe
exercisepriceof the written put options,but the Fundwill continueto bearthe riskof declinesin the valueof its commonstockportfolio.

TheFundmayalsoinvestin exchangetraded fundsόά9¢CǎέύΣthat seekto tracka specifiedsecuritiesindexor a basketof securities. Asa shareholderin an ETF,the Fundwill bear its pro rata
portion of an ETFsexpenses,includingadvisoryfees,in addition to its own expenses. The Fundmay invest in the equity securitiesof smallandmediumsizecompanies. Smallandmedium-
sizecompaniesoften havenarrower marketsand more limited managerialand financialresourcesthan do larger,more establishedcompanies. Asa result, their performancecanbe more
volatile and they facea greaterrisk of businessfailure, whichcould increasethe volatility of the CǳƴŘΩǎassets. TheFundmay invest in foreignsecurities,whichcancarryhigherreturnsbut
involve more risks than those associatedwith U.S. investments. Additional risks associatedwith investmentsin foreign securitiesinclude currencyfluctuations, political and economic
instability,differencesin financialreportingstandardsandlessstringentregulationof securitiesmarkets.

Theinformation containedhereinshouldnot be construedto be a recommendationto purchaseor sellanyparticularsecurity. It shouldnot be assumedthat anyof the securitytransactions
or holdingsreferencedhereinhavebeenor will prove to be profitable or that future investmentdecisionswill be profitable or will equalor exceedthe past investmentperformanceof the
securitieslisted. Certainstrategies/illustrationdiscussedin this presentationdo not accountfor transactioncosts,whichmaylower overallperformance.

Nopart of this materialmaybe: a)copied,photocopied,or duplicatedin anyform, by anymeans; or b) redistributedwithout the prior written consentof HorizonKineticsLLC.
© 2017HorizonKineticsLLC®All RightsReserved

General Disclosures
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