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Picture 1: Investors and accumulated capital in SYO Picture 2: Darwinia assignment at the end of month 

 

 

Picture 3: SYO historical returns 

 

BENCHMARKS 

1. The "Credit Suisse AllHedge Managed Futures Index" in euro as one of the best indices 

to measure the performance of Hedge Funds. 

2. The "Euro Stoxx 50 Net Return" as representative of Equities, as it is in euros and 

includes the best stocks in the Eurozone. We use the Net Return version because it is 

the type of index that best reflects the performance of an investor who has replicated 

the index, as it reinvests in the index the dividends paid periodically by the shares. 

Why do we also compare ourselves with equities? 

Equities are the most important and widely used type of investment and they are considered 

the most profitable in long term despite their high volatility. That is why it usually represents 

the largest percentage of any investor's portfolio.  



 

CORRELATION ANALYSIS 

One of the main qualities of Hedge Funds or Absolute Return Funds is the low correlation with 

other assets, especially with equities. 

What does it mean that two assets have low correlation with each other? It means that they 

tend to move independently, i.e. they do not tend to move in the same direction. The 

correlation is measured between -1 and +1: 

• A correlation of -1 would indicate that the two assets or indices always move in the 

opposite direction: When one rises the other falls and vice versa. 

• A correlation of +1 would indicate that the two assets or indices always move in the 

same direction: When one rises the other also rises and vice versa. 

Well, the correlation between the two benchmarks we follow and SYO since there is a public 

SYO track record is slightly positive with the Credit Suisse AllHedge Managed Futures Index 

and slightly negative with the Eurostoxx 50 NR. This indicates that it is not only an excellent 

asset for any portfolio because of its return, since SYO has clearly beaten to both indices, but 

also stands out because of its low correlation with them. In other words, in monthly returns 

SYO usually moves completely independently from the EUROSTOXX 50, making it an excellent 

choice to balance and offset a stocks portfolio. 

 

Credit Suisse AllHedge 

Managed Futures Index 
EURO STOXX 5O NR 

SYO +0.05 -0.06 

Table 1: Correlation of monthly returns between SYO, EuroStoxx50 NR and Credit Suisse AllHedge Managed Futures Index 

since Dec-2016 (Values between +1.00 and -1.00) 

 

Therefore, this shows that SYO is an ideal type of investment to combine with any equity 

portfolio because it will help to compensate the bad moments of this one, making our 

portfolio moves more stable and less volatile. The percentage that we dedicate to each type 

of investment is very variable depending on the profile of each investor and it is not the object 

of this report. However, in general terms, any portfolio based on the financial markets should 

have 3 main groups, equities, fixed income and hedge fund or alternative management. Each 

group can be broken down into many subgroups or classifications according to different 



 

criteria, such as whether it is public or private, according to currency, geographical area, 

volatility, credit rating, average returns, etc. 

There will be investors who have 70% in Equity, 5% in Fixed Income and 25% in Hedge Funds 

and others who have 80% in Fixed Income, 10% in Hedge Funds and 10% in Equity or even 

who have 50% in Hedge Funds, 45% in Equity and 5% in Fixed Income. Risk aversion and 

investor profile is a personal condition that must be taken into account when building any 

portfolio. 

Let's simplify to illustrate the effect of decorrelation and see the result of investing 50% in 

Equity and 50% in SYO. We use the data from the Eurostoxx 50 TR as an Equity representative. 

In picture 4 you can see the performance of SYO along with the two benchmarks we use and 

then the commented portfolio (green line) since we have SYO data. 

 

Picture 4: Accumulated monthly returns since Dec-2016 of SYO, EuroStoxx50 NR, Credit Suisse AllHedge Managed Futures 

Index and Portfolio composed with 50% of SYO and 50% of EuroStoxx50 NR 

 



 

This image shows how the SYO is the most profitable asset, but the portfolio mentioned is the 

most stable of the four, thanks to the lack of correlation between the SYO and equities. 

Where this low correlation is better appreciated is in the Draw Downs chart that you can see 

in picture 5. 

 

Picture 5: Draw Downs obtained from previous monthly returns since Dec-2016 from SYO, EuroStoxx50 NR, Credit Suisse 

AllHedge Managed Futures Index and Portfolio composed with 50% on SYO and 50% on EuroStoxx50 NR 

 

Note how the red line (Eurostoxx 50 NR) and the magenta line (SYO) show that the Draw 

Downs take place at different times. At the end of 2018, Equities suffered while SYO was 

practically at its peak and just now we are in the opposite situation, Equities are at their peak 

while SYO is in Draw Down. 

The green line, which includes the above-mentioned portfolio, has the lowest and shortest 

drawdowns of the 4 assets shown. The Draw Down calculated on the monthly returns of the 

EuroStoxx 50 NR is -15.96%, of SYO is -16.15%, of CS AllHedge Fund Managed Futures index is 

-16.50% and of portfolio studied is -8.51%. 



 

In the following charts you can see the performance of each index, compared with SYO month 

by month: 

 

Picture 6: Monthly percentage returns comparison between SYO and EUROSTOXX 50 NR 

 



 

 

Picture 7: Monthly percentage returns comparison between SYO and CS ALLHEDGE MANAGED FUTURES INDEX 

 

NOTE: December data for the Credit Suisse AllHedge Index Managed Futures is not yet 

available at the date of publication of this report  



 

MONTHLY REVIEW 

2019 is over, and it does with a bittersweet sensation or rather, sweetbitter sensation, because 

the year has clearly gone from more to less. 

Sweet because SYO ends the year with the confidence of 436 investors and more than $2.5 

million of capital, and because of the results of the first half of the year, in which we almost 

obtained a 20% return. Bitter, evidently because of the results of the second half in which we 

lost everything we had gained with a resounding 5-month negative streak. We were close to 

finishing in positive in December, at hours of the annual closing we came to be in positive, 

thanks to a good series of profit targets in the second part of the month, but it was not enough, 

leaving December at -0.75%. Fortunately, we managed to end the year in positive as lesser 

evil, with a paltry +0.60%. 

Indeed, we continue to have strong investor support and closed the year with more than 436 

investors supporting SYO trading with just over $2,500,000. In addition, we continue to count 

on an allocation of 140,000 euros from Darwinex of the prizes obtained in the Darwinia 

contests during the past year. 

2019 has ended up being a disappointing year for the portfolio of systems that make up the 

SYO trading, although with two very marked phases. The first phase, which covers the first 

seven months of the year, SYO achieved an excellent performance, although not without 

difficulties which it managed to overcome with mark. We finished the first half with almost 

20% more return, especially because of a great June. The second half started excellently with 

a very good July and everything pointed to an excellent year. But then started the 2nd phase, 

which covers the last 5 months, in which SYO has suffered enormously, chaining 5 consecutive 

months of almost constant losses, with almost no movement of recovery, rather than a couple 

of periods of lateral movement in its price. July was the only positive month of the second 

semester, although as we said, December was very close to being green. The sum of the two 

phases gives us almost 0 with what we closed the year practically on a draw. 

The systems have not been able to adapt well to the behaviour of the market during these last 

five months, especially APOLO NASDAQ. The market has moved in a single direction with 

hardly any major breaks that are common after larges run-up. This has led to a series of false 

signals from our systems that have been poorly positioned in some negative trades that could 

only be closed by a stop loss. The APOLO family systems are anti-trend systems that work well 

looking for market turns, not necessarily of great magnitude, but there have not been many 

during this period. There have been some attempts that have led us to open shorts, but many 

have remained in corrections of just one day or so, so we have incurred losses. We have also 



 

been able to take advantage of some long ones, of course, but the attempts to short have 

always ended up in losses which, on top of that, have made us miss part of the climb. A vicious 

circle from which there has been no way out. The origin of this bad behaviour is almost always 

the same, the low volatility. When the market doesn't have enough range, the filters don't 

work properly, and false signals abound. 

As for NEMESIS GOLD, it seeks intraday trends in an asset that has not had a clear trend 

throughout this period. It had a very good behaviour during the summer, but from September 

and until the end of the year, it has had a slightly negative or positive behaviour, depending 

on the SET, so NEMESIS has not helped to compensate the bad results of APOLO. 

Therefore, a mix has been generated that has made us give back all the accumulated 

profitability in the first seven months of the year, it became worse by the fact that the equity 

markets have shot up obtaining remarkable returns at the end of the year. This always 

coincides with moments of low volatility, environments that are not usually easy for automatic 

trading. 

New Year - New Portfolio 

The environment is not easy, but the market is what it is, and it does what it wants. We are the 

ones who must adapt to it. Obviously, it is important to analyse the causes of why things do 

not work in order to find solutions, but excuses are of little use. 

Besides, nothing makes us think that the market will substantially change its behaviour. It is 

more than likely that equities are close to some kind of correction, which could even be of 

some importance, but beyond that, a market as strong as the one seen in recent months is not 

usually a sign of the end of the cycle but rather of continuity, even more so in an election year. 

We do not care much about it either, but that is our impression. 

We've been working on the new portfolio for months. In fact, we are always analysing the 

comportment of the models, but even more so when they are not going well. In the last few 

reports we have announced that we were going to make changes or that these were ready. 

This has always been true, but if they had not yet been implemented it was because 

experience tells us that the models that, without being "broken", are in strong draw down, 

usually bounce with equal force. That is to say, it is usual that they are very close to big returns. 

In addition, long-term studies have continued to show us that the combination of APOLO 

NASDAQ with NEMESIS GOLD is very good (it would be better adding ARTEMISA BUND, but 

that is not in our hands). We have to take into account that the backtests we do go back to 

2000 in APOLO and to 2003 in NEMESIS when we work on them individually and since 2003 

when we analyse them together. 



 

Changes in APOLO 

APOLO has not suffered any change in its code, it is the same system that has been trading in 

SERSAN SISTEMAS portfolios with great success for many years. It is a tremendously robust 

system, something that is very positive but at the same time outlines a great challenge: the 

choice of inputs. It can trade in many combinations of inputs, with close stops or targets, with 

remote stops or targets, etc. During 2019, SYO traded with 2 sets of APOLO NASDAQ. The New 

Portfolio is trading with 5 sets of APOLO NASDAQ. Why with 5? We have noticed during this 

year that most of the failures of APOLO were in entries or exits that took place for very few 

points. This is typical of low-volatility markets because filters are greatly reduced and small 

variations can make the difference between entering or not entering, for example. These 5 sets 

go in and out gradually when a movement is initiated. This reduces a lot the errors, we have 

been able to verify it in the historical one and in real time during these months since the 

systems take several weeks in paper trading (some sets even months). It may slightly affect the 

long-term return, nothing is free, but to a much lesser extent than the risk reduction it implies. 

Changes in NEMESIS 

NEMESIS did have a small change in the code. Simply an output filter has been added to avoid 

early exits when there is a low significance stop in the trend. With this we hope to be able to 

take better advantage of the trend stretches that gold has. 

NEMESIS has undergone another important change. We have reduced the exposure on the 

short side. Although commodities are usually quite symmetrical assets, our experience is that 

NEMESIS GOLD works much better on the long side than on the short side. Not only has this 

been confirmed by actual trading over the years, but also by the BackTests. 

During 2019 NEMESIS traded gold with two SETS and now starts 2020 trading 4 SETS on the 

long side and 1 SET on the short side. In this case it still makes more sense than in APOLO to 

stagger the entries as we are talking about trend, so adding entries as the trend is confirmed 

is one of the best practices in the trend following systems. 

To recap 

The portfolio that has begun trading is even better diversified. You will notice because we will 

now make more trades than before, although the exposure will be very similar to the previous 

one. SYO's money management is still managed by Fixed Risk. This is the last adjustment made 

to the portfolio, and we take advantage of this to size each set according to the risk that each 

one has. 



 

Frequently we are asked for backtests of our systems, something that we regret not being able 

to provide due to intellectual property. In this report, exceptionally, we publish a graph of the 

simulation that is trading now with money management included. 

The following graph shows the backtest of the portfolio applied to an initial capital of $10,000. 

The backtest period runs from 2003 to December 2019. The green line corresponds to the 

Monte Carlo analysis for a 99% confidence level: 



 

 

Picture 8 - Monte-Carlo model portfolio backtest and analysis   



 

The graph below shows the same portfolio and exposure for each open position. Each unit is 

a microlot of the traded CFD: 

 

Picture 9: Backtest of model portfolio and exposure level of the open position. 



 

As we said before, we've been working on the paper trading portfolio for weeks (several sets 

have been ready for months) and we're excited about it, although as you know and you can 

see in the images, we're currently in a drawdown zone. We are fully convinced that SYO will 

work much better with it. 

 

Sersan Sistemas 

31 December 2019 


