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“ KEYNES DESCRIBED THE ACTION OF RATIONAL AGENTS IN A MARKET USING AN ANALOGY 
BASED ON A FICTIONAL NEWSPAPER CONTEST, IN WHICH ENTRANTS ARE ASKED TO CHOOSE A 
SET OF SIX FACES FROM PHOTOGRAPHS OF WOMEN THAT ARE ‘THE MOST BEAUTIFUL’. THOSE 

WHO PICKED THE MOST POPULAR FACES ARE THEN ELIGIBLE FOR A PRICE”  
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Neoclassical economy has been dominated by: 
Ø Capital Asset Pricing Model (CAPM) – (Sharpe 1964) 
Ø Efficient Market Hypothesis (EMH) –(Fama 1965) 

!   Financial  crisis has made questionable the unanimous reference to 
"market value“ 

New models (AndrŽ Orlean ) exhibit self-reference hypothesis 
Ø Rejecting the idea of an objective assessment  
Ø Fixing the price where investors think the consensus lies 
 

!  Temporary bubbles could be formed when consensus differ from 
fundamental market value although this value is known by investor 
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PROFITS CAN BE ACHIEVED : 
-  NOT BY ESTABLISHING THE FUNDAMENTAL VALUE 

-  BUT BY FINDING WHERE THE CONSENSUS LIES 

ECONOMICAL PRINCIPLES 
SELF REFERENCE HYPOTHESIS 
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IRMA5 modelizes  market consensus through in-depth analysis of the 
volume of derivatives markets: 

Ø  buying a CALL can be analyzed as an anticipation of a rising market  
Ø  buying a PUT can be analyzed as an anticipation of a falling market  

 
Based on this analysis, which is run daily, IRMA5 detects : 

Ø the probable direction of the market , 
§  Either in a reversal mode 
§  Or in a Trend following mode 

Ø  on a middle to long term horizons 
Ø  without any prices anticipations 
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VERY INNOVATIVE RESEARCH RUN BY COBALT ALTERNATIVE INVESTMENT HAS PROVEN THAT DAILY 
VOLUME EXCHANGE ON DERIVATIVE MARKETS APPEARS TO BE A GOOD REPRESENTATION OF MARKET AGENTS 

CONVICTIONS REGARDING THEIR ANTICIPATION FOR A RISE OR A FALL OF FUTURES PRICES ON MIDDLE TO 
LONG TERM VIEW 

IRMA5 PRINCIPLES 
HOW TO MODELIZE THE CONSENSUS ? 
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IRMA5 PROCESS 
A DAILY THREE STEP PROCESS  

THE PROCESS TRY TO DETERMINE THE PROBABLE  FUTURE DIRECTION OF THE STUDIED ASSET (RISE 
OR FALL) ON A MIDDLE TO LONG TERM VIEW AND DOES NOT TAKE INTO ACCOUNT ITS CURRENT 

PRICE LEVEL.  

Data collection  
 

 

 

 

 

 

Data collection and End 
of Day Derivatives’ price 
and volumes treatment 
on the selected Equity 
Index 

Synthesis 
 

 

 

 

 

 

The produced indicators : 

•  Market Sentiment 

•  PUT/CALL ratio 

•  TransactionsÕ volatility on 
the derivatives market 

Analysis 
 

 

 

 

 

 

Automated interpretation of 
the produced indicators 
allow to identify a “Market 
situation”. Each “Market 
situation” leads to a specific 
action : no modification of 
the current position, Call or 
Short 
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Indicators  Interest  Computation process Value range 

Market sentiment  
Give a rough spot market 
sentiment 

Based on a binary PUT/
CALL ratio computation  -10 to 10 

PUT / CALL ratio 

Give an accurate market 
sentiment. More or less 
comparable to Market 
Sentiment but merely lagged 

Based on highly filtered 
PUT/CALL ratio -10 to 10 

Derivative 
market volatility  

Give an accurate view of 
derivative market activity 

Based on highly filtered 
standard deviation 
computation involving 
PUT & CALL historical 
data series 

-10 to 10 

IRMA5 INDICATORS 
DEFINITION  
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derivative market 
volatility < -5  
 
Investors losed interest 
in derivative market. 
IRMA5 is in trend 
following mode 

-5< derivative market 
volatility < 0  
 
IRMA5 indicators are 
hardly meaningful. Two 
situations are relevant 
and momentum 

derivative market 
volatility > 0  
 
Investors have 
overinvested derivatives 
market. IRMA5 is in 
contrarian mode 

SELL 
SIGNAL 

If market sentiment 
crosses 0 and becomes 
negative 

If market sentiment = 
min (-10)  and ratio PUT/
CALL < -5 

If market sentiment = 
max (+10)  and ratio 
PUT/CALL = max (+10) 

BUY 
SIGNAL 

If market sentiment 
crosses 0 and becomes 
positive 

If market sentiment = 
max (+10)  and ratio PUT/
CALL > +5 

If market sentiment = 
min (-10)  and ratio PUT/
CALL =min (-10) 

IRMA5 INDICATORS 
 UNDERSTANDING SIGNAL GENERATION 
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IRMA5 process  does not include any parameterization 
Ø  It has been back-tested on almost any liquid European stock indices (Eurostock 50/ CAC 

40/ DAX 30 / IBEX 35/ SMI…) producing  comparable results 
Ø Due to the long-term investment time horizon and the strong correlation between these 

indices, very limited value can be brought through diversification among these indices 

!   THEREFORE COBALT ALTERNATIVE HAS DECIDED TO OFFER ITS 
PROGRAM ON THE MOST LIQUID ASSET: EUROSTOCK 50* 

 

IRMA5 program does not include any leverage 
Ø  50% of the assets are invested on money market instrument 
Ø  50% are invested on Eurostock 50 market with a long or short position with a leverage 

ranging from 0 to 1.5 
Ø  Stops losses are put in place to prevent any possible loss on trade higher than 5% of the 

equity  

!   CURRENT IMPLEMENTATION IS OFFERED USING ETF CONTRACTS* 

 

 

 

 

* ON SPECIAL REQUESTS, COBALT ALTERNATIVE MAY STUDY THE POSSIBILITY TO TRADE OTHER 
EUROPEAN STOCK INDICES EITHER TO REPLACE EUROSTOCK 50 OR TO COMPLETE IT AND/OR TO OFFER 

A LEVERAGED VERSION OF THE PROGRAM BY USING FUTURES INSTEAD OF ETF 
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INVESTMENT PROGRAM 
DEFINITION 
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COBALT ALTERNATIVE can be offered only to Professional investors 
that may 

Ø Open an account through a prime broker such as INTERACTIVE BROKERS  
Ø  And use COBALT ALTERNATIVE as advisory services * 

COBALT ALTERNATIVE advisory fees:  
Ø Management fee : 2% annual/year paid monthly 
Ø  Incentive fee: 20% over EONIA paid quarterly  

 

COBALT ALTERNATIVE minimum account : USD 500K 

 

 

* For certain investors who need to go through an European Asset Management company, Cobalt Alternative has already put in 
place a framework to be discussed. 
 
 

RISK DISCLOSURE STATEMENT 

INVESTING IN THE FUND AND/OR IN THE PROGRAM PRESENTED HEREBEFORE CAN RESULT IN HIGH PROFITS BUT IS ALSO 
SUBJECT TO HIGH RISKS, WHICH CAN LEAD TO CONSIDERABLE LOSSES OF THE INVESTED CAPITAL OR EVEN THE COMPLETE 
LOSS OF THE ENTIRE INVESTMENT. 

THE INVESTOR SHOULD CONSIDER CAREFULLY WHETHER HIS ASSETS ALLOW THE PURCHASE OF PARTICIPATING SHARES. 
INVESTMENT IN THE FUND AND/OR IN THE COMPANY SHOULD BE CONSIDERED ONLY BY THOSE PERSONS WHO ARE WILLING 
AND ABLE TO COMMIT THEIR RESOURCES FOR AN APPRECIABLE PERIOD OF TIME AND ONLY AS PART OF A PROSPECTIVE 
INVESTORÕS INVESTMENT PORTFOLIO. 

PAST PERFORMANCE IS ABSOLUTELY NOT A GUARANTEE OF FUTURE RESULTS. 
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INVESTMENT PROGRAM 
HOW TO GET IN ? 
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Innovative model based on self reference hypothesis 
Ø  Using, as only input, the analysis of derivatives market 
Ø  Not to find for market value 
Ø  But where lies the consensus 

!  UNLIKE TECHNICAL TF* MODELS WHICH REACT TO PRICES LEVELS CHANGES WITH NO 
ANTICIPATING ABILITY, IRMA5 PREDICTS THE NEXT PROBABLE DIRECTION OF THE 
MARKET 

 

Robust & efficient quantitative behavioral models 
Ø  Fully back-tested  - No parameters 
Ø  Very high level of accuracy :  

•  80 % winning trades ( compared to 35% winning trade for TF models) 
•  No trading signal responsible of more than 10 % open loosing position  

!  UNLIKE TF*  MODELS , IRMA5 DOES NOT NEED LEVERAGE TO BUILD OUTSTANDING 
RETURNS  

 

 

 

 APPLYING INNOVATION IN IMPLEMENTING THE MOST RECENT RESULTS OF RESEARCH IN FINANCE, 
COBALT ALTERNATIVE IS ABLE TO OFFER A UNIQUE INVESTMENT PROCESS WHICH IS BUILT TO 

DELIVER VERY STRONG RETURNS WITH A LIMITED LEVEL OF RISKS 
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IRMA5 PROGRAM 
KEY POINTS 

TF*:  stands for ‘Trend Following’ 
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INVESTING IN THE FUND AND/OR IN THE PROGRAM PRESENTED HEREBEFORE CAN RESULT IN HIGH PROFITS BUT IS 
ALSO SUBJECT TO HIGH RISKS, WHICH CAN LEAD TO CONSIDERABLE LOSSES OF THE INVESTED CAPITAL OR EVEN 
THE COMPLETE LOSS OF THE ENTIRE INVESTMENT. 

THE INVESTOR SHOULD CONSIDER CAREFULLY WHETHER HIS ASSETS ALLOW THE PURCHASE OF PARTICIPATING 
SHARES. INVESTMENT IN THE FUND OR/AND IN THE COMPANY SHOULD BE CONSIDERED ONLY BY THOSE PERSONS 
WHO ARE WILLING AND ABLE TO COMMIT THEIR RESOURCES FOR AN APPRECIABLE PERIOD OF TIME AND ONLY AS 
PART OF A PROSPECTIVE INVESTORÕS INVESTMENT PORTFOLIO. 

 
HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED 
BELOW. NO REPRESENTATION IS BEING MADE THAT YOU WILL OR ARE LIKELY TO ACHIEVE PROFITS OR LOSSES 
SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL 
PERFORMANCE RESULTS AND ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING 
PROGRAM.  
ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED 
WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK AND 
NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL 
TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING 
PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL 
TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE 
IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE 
PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS, ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL 
TRADING RESULTS 

 

PAST PERFORMANCE IS ABSOLUTELY NOT A GUARANTEE OF FUTURE RESULTS. 
 

RISK DISCLOSURE STATEMENT 
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