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Disclosures

This informational presentation is provided at your 
request and is in no way intended to be a sales or 
marketing discussion under any circumstances.

This presentation is directed to: (i) an Institutional Investor as defined pursuant to Section 304 of the Securities and 
Futures Act, Chapter 289 of Singapore (the “SFA”); or (ii) otherwise pursuant to, and in accordance with the conditions of, 
any other applicable provision of the SFA. The Securities and communication described herein have not been (and will 
not be) registered as a prospectus with the Monetary Authority of Singapore.

This document and performance update information relating to the investment products described herein: (i) is provided 
to you at your request and is not an indication of Direxion’s intention to conduct any business activities outside of Hong 
Kong; (ii) is not an offering or solicitation for trading or investing in the investment products described herein; and (iii)
does not constitute any investment advice or representation from Direxion. Direxion Asia Limited is not conducting an 
offering or acting as placement agent for the investment products described herein and is not authorized to grant any 
agency or distribution rights to any third party in relation to the investment products described herein.

Direxion Asia Limited is licensed by the Securities and Futures Commission of Hong Kong for the Regulated Activities of 
Dealing in Securities and Advising on Securities with CE number BAZ386. ©2022 Direxion Asia Limited, all rights 
reserved.



Agenda
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• Company Introduction
• Leveraged and Inverse (L&I) ETF’s basic 
• Popular L&I ETF’s trading themes and examples
• Thematic Investment in Hydrogen  



About Direxion

Source: Direxion 4

Firm Overview

Investment 
expertise:

• Specialized expertise in integrating Exchange Traded Products and derivatives

• 2nd largest Leveraged and Inverse products provider globally

Product 
offering: • 67 Leveraged & Inverse ETFs & 14 strategic ETFs listed at NYSE (as of 24 Jan 22)

Founded: 1997

Offices: New York, Boston, Hong Kong

Asset Under 
Management: ~31b USD as of end of Dec 2021



L&I and thematic ETFs have taken off since start of pandemic

Source: Morningstar, FT, data as of Oct 2021 5

• The AUM of Leveraged and Inverse (“L&I”) ETFs grew more than double to USD180b in the past 2 years

• The AUM of thematic ETFs reached to USD227b 



Leveraged & Inverse 
ETFs basics 
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What is Leveraged and Inverse ETF?

Source: Direxion, HKEx 7

• Leveraged and Inverse ETFs are designed to provide 3x, 2x, -1x, -2x or -3x of the index daily 
return, before fee and expenses

• Leveraged and Inverse ETFs are a combination of Cash, Equities, and Derivatives (Typically
Index Swap or Future contracts)

• Allows investors to gain exposure to specific indices and sectors without the need for full dollar-for-
dollar investment



Leveraged & Inverse ETF Con’t
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1. Daily rebalancing (to maintain the daily targeted leverage/Inverse ratio)

2. Implications of compounding (not tracking error) 

3. Suitable for investors who actively monitor their holdings on a daily basis

Trending market favors L&I ETFs with daily rebalancing
and compounding that will amplify multi-period returns

Choppy market is unfavorable to buy-and-hold L&I ETFs 
over long periods of time  



Leveraged & Inverse ETFs: 
Daily Rebalancing & Compounding Example 1
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$100 $103 $103

$300 $303 $309

$0
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$300

$400

Initial Allocation and
Exposure

Index Rises 1% ETF Exposure is Adjusted

Net
Assets

Fund
Exposure

Hypothetical Example (Daily 3x Leveraged ETF)
Index rises 1%

If a 3x Product has $100 
million in Net Assets, 
$300 million of Fund 
Exposure to the fund’s 
underlying index must be 
maintained. 

If the index increases by 1% 
in a trading day, the Fund 
Exposure would rise to $303 
million and Net Assets would 
thus rise to $103 million, 
resulting in a $3 million gain. 

Since Fund Exposure must equal 
300% of Net Assets at the close of 
each trading day ($103 million in 
Net Assets x 300% = $309 million), 
$6 million of exposure must be 
added to the Fund Exposure.

Index rises 1% 
( $3 Gain ) 

Net 
Assets

Net 
Assets

Net 
Assets

Fund 
Exposure

Fund 
Exposure

Fund 
Exposure

Gain of $3 
increases 
Net Assets

$3 Gain 

$6 Purchased 
at close$6 of exposure is 

added to achieve  
goal exposure level 

( $103 x “3X” )



Leveraged & Inverse ETFs: 
Daily Rebalancing & Compounding Example 2
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Index Declines 1% ETF Exposure is Adjusted

Net
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Hypothetical Example (Daily 3x Leveraged ETF)
Index declines 1%

If a 3x Product has $100 
million in Net Assets, 
$300 million of Fund 
Exposure to the fund’s 
underlying index must be 
maintained. 

If the index decreases by 1% in 
a trading day, the Fund 
Exposure would decline to $297 
million and Net Assets would 
thus decline to $97 million, 
resulting in a $3 million loss. 

Since Fund Exposure must equal 
300% of Net Assets at the close of 
each trading day ($97 million in Net 
Assets x 300% = $291 million), $6 
million of exposure must be reduced 
to the Fund Exposure.

Net 
Assets

Net 
Assets

Net 
Assets

Fund 
Exposure

Fund 
Exposure

Fund 
Exposure

Index declines 1% 
( $3 Loss ) 

Loss of $3 
decreases 
Net Assets

$3 Loss

$6 Sold at 
close

$6 of exposure is 
reduced to achieve 
goal exposure level

( $97 x “3X” )



Leveraged & Inverse ETFs
Implication of Compounding (Trending market)
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Return

Index 
Cumulative 
Return x3

Index Value with 
3X Cumulative 

return

3X Fund 
Daily Expected 

Return

Daily 3X 
Leverage 
Fund NAV

Cumulative 
Fund Return

Fri $100.00 $100.00 $100.00 
Mon $102.00 2.00% 2.00% 6.00% $106.00 6.00% $106.00 6.00%
Tue $104.00 1.96% 4.00% 12.00% $112.00 5.88% $112.24 12.24%
Wed $106.00 1.92% 6.00% 18.00% $118.00 5.77% $118.71 18.71%
Thu $108.00 1.89% 8.00% 24.00% $124.00 5.66% $125.43 25.43%
Fri $110.00 1.85% 10.00% 30.00% $130.00 5.56% $132.40 32.40%

• When markets show a trend daily rebalancing can amplify multi-period returns
• Fund’s return may exceed product of Index Return x Fund’s Beta

Hypothetical Example 



Leveraged & Inverse ETFs
Implication of Compounding (Choppy market)
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Cumulative 

Return

Index 
Cumulative 
Return x3

Index Value with 
3X Cumulative 

return

3X Fund 
Daily Expected 

Return

Daily 3X 
Leverage 
Fund NAV

Cumulative 
Fund Return

Fri $100.00 $100.00 $100.00 
Mon $97.00 -3.00% -3.00% -9.00% $91.00 -9.00% $91.00 -9.00%
Tue $103.00 6.19% 3.00% 9.00% $109.00 18.56% $107.89 7.89%
Wed $97.00 -5.83% -3.00% -9.00% $91.00 -17.48% $89.03 -10.97%
Thu $103.00 6.19% 3.00% 9.00% $109.00 18.56% $105.55 5.55%
Fri $100.00 -2.91% 0.00% 0.00% $100.00 -8.74% $96.33 -3.67%

• When markets have no trend daily rebalancing can reduce multi-period returns
• Fund return may trail the product of Index Return x Fund’s Beta

Hypothetical Example 



Leveraged & Inverse ETFs
Example: Usage of Leveraged & Inverse ETFs
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1. Rapid market exposure Efficient 

2. Long / short relative value using securities

3. Efficient deployment of capital

4. Alternative to derivatives / futures

5. Portfolio hedging

6. Interim beta / portfolio rebalancing

7. Opportunistic trading ( e.g earnings, US Fed announcements)

8. Access fixed income, commodities, real estate

9. Options / volatility trading

10. Strategic (arbitrage, double short)



VIX rose sharply since beginning of 2022

Source: Bloomberg 14
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How the S&P 500 performs in the past Fed rate hike cycle?

Source: Bloomberg 15
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S&P 500 index traded below 200 days moving average level on 
21 Jan 22

Source: Bloomberg 16
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Source: Bloomberg 17

XXX

XXX

XXX

XXX

Inverse ETF as the hedging tool of S&P 500 index example

16-Dec-21 to 20-Dec-21 Total Return 
in USD

S&P 500 Index -2.15%

Sample ETF: -1X 2.16%

Sample ETF: -3X 6.43%

Sample ETF: 2X -4.48%

Sample ETF: 3X -6.37%

13-Jan-22 to 26-Jan-22 Total Return 
in USD

S&P 500 Index -6.62%

Sample ETF: -1X 6.97%

Sample ETF: -3X 22.33%

Sample ETF: 2X -12.60%

Sample ETF: 3X -19.05%

S&P 500 Index



Global Semiconductor Market forecast

Source:  Reuters, WSJ, Nikkei, semi.org 18

• The global semiconductor market is expected to grow to USD655.6b in 2025



Gap between ordering a chip and delivery is over 20 weeks

Source:  Bloomberg 19



Semiconductor sector recorded a higher return and volatility pattern 
compare to S&P500 and Nasdaq 100 in the past 5 years

Source:  Bloomberg 20

ICE Semiconductor Index +274.98%

Nasdaq 100 Index +195.62%

S&P500 Index +110.21%

25-Jan-17 to 24-Jan-22



Source: Bloomberg 21

Semiconductor L&I ETF performance example  

13-Oct-21 to 8-Nov-21 Total 
Return in 
USD

ICE Semiconductor Index 19.66%

Sample ETF: 3X 68.76%

Sample ETF: -3X -42.91%

4-Jan-22 to 21-Jan-22 Total 
Return in 
USD

ICE Semiconductor Index -14.24%

Sample ETF: 3X -38.5%

Sample ETF: -3X 51.84%

ICE Semiconductor Index



Fed Funds Target Rate vs US 10 Year Treasury Bond Yield

Source:  Bloomberg 22

US 10 years Treasury bond yield

Fed Funds Target Rate



US treasury bond yield trades higher with the expectation of Fed 
interest rate hike in Mar

Source:  Bloomberg 23

US 10 years Treasury bond yield
ICE 10+ Year US Treasury Index

23-Nov-21 to 03-Dec-21 Total Return in 
USD

US 10 year Treasury Bond Yield 1.6651  to  
1.343

ICE 7-10 Year USD Treasury Index +2.53%

Sample ETF:  7-10 Year Treasury 3X +7.63%

Sample ETF:  7-10 Year Treasury -3X -7.51%

Sample ETF:: 20 Year Plus Treasury 3X +21.68%

Sample ETF:  20 Year Plus Treasury -3X -18.93%

31-Dec-21 to 18-Jan-22 Total Return in 
USD

US 10 year Treasury Bond Yield 1.5101 to 
1.8735

ICE 7-10 Year USD Treasury Index -1.45%

Sample ETF:  7-10 Year Treasury 3X -4.23%

Sample ETF:  7-10 Year Treasury -3X +4.27%

Sample ETF:: 20 Year Plus Treasury 3X -11.26%

Sample ETF:  20 Year Plus Treasury -3X +11.99%

Bond yield is 
falling

Bond yield is rising



Leveraged & Inverse ETFs
Popular investment themes and indices (1)  

Source: Direxion 24

24

Market and theme Index  

US large Cap/US Broad Market

S&P 500

S&P 500 High Beta

US Technology

S&P Technology Select Sector Index

Dow Jones Internet 

ICE FANG 20 Index

Indxx Global Robotics and Artificial Intelligence Thematic Index

Indxx USA Cloud Computing 
Indxx US FinTech and Decentralized Finance Index



Leveraged & Inverse ETFs
Popular investment themes and indices (2)  

Source: Direxion 25
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Market and theme Index  

Semi-Conductor ICE Semiconductor Sector Index

Energy, Oil and Gas

S&P Oil & gas production & exploration

S&P Energy Select Sector Index

Goldminers

MVIS Global Goldminers Index

MVIS Global Junior Goldminers Index



Leveraged & Inverse ETFs
Popular investment themes and indices (3)  
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Market & theme Index  

Healthcare/ Pharmaceuticals & Medical/ Biotech

S&P Healthcare Select Sector Index

S&P Biotech Index
S&P Pharmaceutical Select Industry Index

US Fixed Income, Banking and Financial Services

Russell 1000 Financial Services Index
S&P Regional Banks Select Industry Index

ICE US Treasury 7-10 Year Bond Index
ICE US Treasury 20+ Year Bond Index



Leveraged & Inverse ETFs
Popular investment themes and indices (4)  
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Market & theme Index  

Emerging Market

MSCI Emerging Markets Index

MSCI Mexico Index
MSCI South Korea Index

MSCI India Index
MSCI Brazil Index

China
FTSE China Index
CSI 300 Index

CSI 300 China Internet Index
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Would Hydrogen be the next 
giant of clean energy?



Source: Sina, FCHEA, European Commission 29

Types of Hydrogen 

• Hydrogen is the secondary source of energy
• 3 key types of Hydrogen: 1) Grey Hydrogen 2) Blue Hydrogen 3) Green Hydrogen



Source: Australia’s Commonwealth Scientific and Industrial Research Organisation (CSIRO): National Hydrogen Roadmap 

(2019)
30

Hydrogen is a Versatile Source of Clean Energy with Multiple 
Applications



Source: Sina, FCHEA, European Commission 31

美国十年期国债收益率

Many countries are backing the Hydrogen Economy



Source: BoFA Global Research, Hydrogen Council, UN News, Direxion 32

Why Hydrogen use finally coming into focus towards net-zero 
carbon emissions?

The cost of production of green hydrogen, has fallen 50% in the last 5 years, 
and is expected to fall another 60–90% by the end of the decade  

The technology involved in hydrogen production, storage, and equipment and 
components has notably improved over the years. This resulting in better efficiencies 
and flexibility for important drivers of the hydrogen economy, such as electrolysers
(green hydrogen production) and fuel cells (end-market).

Over 110 countries, representing more than 65% of global CO2 emissions, have introduced 
targets to achieve netzero emissions by 2050. Today, there are over 100 members in the 
Hydrogen Council, with 228 hydrogen projects4 announced globally across the entire value 
chain



Source: Hydrogen Council, Schroders 33

Projections of Hydrogen market growth 

Global energy demand supplied with Hydrogen, EJ

• Green Hydrogen only represents around 1% of total Hydrogen production currently
• If Green Hydrogen taking 100% of Hydrogen market share by 2050, the growth would be close to 800X larger than today



Indxx Hydrogen Economy Index

Source: Direxion, Indxx 34

➢ Index captures 30 companies across 5 hydrogen-
related themes

➢ Investment themes include:

I. Hydrogen Production and Generation

II. Hydrogen Storage and Supply

III. Fuel Cell and Battery

IV. Hydrogen Systems and Solutions

V. Membrane and Catalyst

➢ Rebalancing frequency: 3 months



Indxx Hydrogen Economy Index

來源: Bloomberg  35



Thank you
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Disclosures
This document (the “Documentation”) has been prepared by Direxion Asia Limited (with its affiliates, “DAL”) and is directed at Professional Investors (as defined 
under applicable regulations) only and is not intended for, and should not be used by, persons not Professional Investors.  The Documentation contains 
proprietary information and is confidential to its recipient and, subject to applicable law requiring its disclosure by the recipient, may not without the prior written 
consent of DAL be reproduced, sold or redistributed, or its contents otherwise disclosed, in whole or part by any recipient to any person other than the recipient's 
professional advisors.  The Documentation may not be distributed in any jurisdiction where it is unlawful to do so.  

The Documentation is provided for information purposes only and does not constitute an offer to sell (or solicitation of an offer to purchase) the securities 
mentioned or to participate in any particular trading strategy.  Any offering of securities shall only be made through the relevant offering or placement 
memorandum and/or other offering documentation (collectively “Offering Documentation”) which sets forth the terms and conditions of such offering and contains 
the information needed to evaluate a potential investment into the securities and provides important disclosures regarding, inter alia, risks, fees and expenses.  
The investments described are not available for purchase or sale in certain jurisdictions.  The investments described have not been, and will not be, authorized 
by the Hong Kong Securities and Futures Commission.

The Documentation does not provide or purport to provide investment advice and has been prepared without regard to the particular financial circumstances and 
investment objectives of each recipient.  The securities referred to in the Documentation are not suitable for all investors. Investors should not rely on the 
Documentation for the purposes of any investment decision, and must make their own investment decisions based on their own financial circumstances and 
investment objectives, after evaluating each issue or strategy and after consulting their tax, legal or other advisers as they believe necessary.  Investment in any 
securities mentioned herein should not be made without careful reference to the relevant Offering Documentation, and the contents hereof are qualified by 
reference thereto.  In the event of any inconsistency between the Documentation and the Offering Documentation, the latter shall prevail.

The information set forth in the Documentation is based on or derived from DAL or sources DAL reasonably believes to be reliable.  DAL has not independently 
examined or verified the information provided herein and no representation is made that it is accurate or complete, or that any returns will be achieved.  Past 
performance is no guarantee of and does not indicate future returns or results.  DAL expressly disclaims any liability relating to the Documentation, including any 
expressed or implied representations or warranties for statements or errors in, or omissions from, the Documentation.  Opinions and information are subject to 
change without notice.  Certain assumptions may have been made in the preparation of the Documentation which are not disclosed; changes in these 
assumptions may have a material impact upon the information identified therein.  DAL does not express any opinions or views with respect to any estimates 
expressed by any financial sources referenced in the Documentation, consensus estimates, or other information that is referenced within the Documentation.  

Direxion Asia Limited is licensed by the Securities and Futures Commission of Hong Kong for the Regulated Activities of Dealing in securities and Advising on 
Securities with CE number BAZ386. ©2022 Direxion Asia Limited, all rights reserved.


