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Picture 1: Investors and accumulated capital in SYO Picture 2: Darwinia allocation at the end of the 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 or alternative investment. 

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, since it reinvests in the index the dividends that the shares are paying 

periodically. 

Why do we also compare ourselves with equities? 

Equity is the most important and most widely used type of investment. It is considered the 

most profitable in the long term despite its high volatility. Therefore, 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 little correlation with each other? It means that they 

usually move independently, that is, they do not usually 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 way: 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 very slightly positive with the Credit Suisse AllHedge Managed Futures 

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

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

also stands out because of its low correlation with other assets. That is, in monthly returns SYO 

usually moves completely independently of the EUROSTOXX 50, so it is an excellent option to 

balance and offset a stock portfolio. 

 

Credit Suisse AllHedge 

Managed Futures Index 
EURO STOXX 5O NR 

SYO +0.05 -0.12 

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 as it will help to compensate for the bad moments of the latter, making our portfolio 

move in a more stable and less volatile way, as it happened this January. The percentage to be 

dedicated to each type of investment varies greatly depending on the profile of each investor 

and is not the subject of this report, but in general terms, any portfolio based on the financial 

markets should have 3 main groups: equities, fixed income and Hedge Funds or alternative 

investments. 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 Equities, 5% in Fixed Income (FI) and 25% in Hedge 

Funds (HF) and others who have 80% in FI, 10% in HF and 10% in Equities or even who have 

50% in HF, 45% in Equities and 5% in RF. Risk aversion and investor profile is a personal 

condition that must be taken into account when building any portfolio. 

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

and 50% in SYO. We use the data from the Eurostoxx 50 TR as a representative of the Equities. 

In the picture 4 you can see the performance of SYO next to the two benchmarks we use and 

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

 

Picture 4: Cumulative monthly returns since Dec-2016 of SYO, EuroStoxx50 NR, Credit Suisse AllHedge Managed Futures 
Index and Portfolio composed of 50% SYO and 50% EuroStoxx50 NR 

 

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

most stable of the four assets thanks to the negative correlation of the SYO with equities. 



 

This low correlation is best seen in the Draw Downs graph that can be seen 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. 

The green line, which includes the aforementioned portfolio, is the one with the smallest and 

shortest drawdowns of the 4 assets shown. The maximum drawdown calculated on the 

monthly returns of the EuroStoxx 50 NR is -15.96%, that of the SYO is -16.15%, that of the CS 

AllHedge Fund Managed Futures index is -16.50% and that of the portfolio studied is -9.52%. 

  



 

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

by month: 

 

Picture 6: Comparison of monthly percentage returns between SYO and EUROSTOXX 50 NR 

 



 

 

Picture 7: Comparison of monthly percentage returns between SYO and CS ALLHEDGE MANAGED FUTURES INDEX 

 

NOTE: Official January data for the Credit Suisse AllHedge Index Managed Futures in EUR is not yet 

available at the time of publication of this report. The data offered is an estimate based on the 

weekly closing in USD. 

  



 

MONTHLY REVIEW 

SYO starts the year 2020 on the right foot. January has been an extraordinary month for SYO, 

in which it has obtained a return of +18.20%, which becomes the best month of all its history. 

Volatility has been present again during this month of January and it has caused SYO to 

recover much of the drawdown it had been supporting since August 2019, reducing it to -

0.88%. Just as SYO has suffered during the previous five months, due to the lack of volatility in 

the markets where it trades, as soon as it has appeared again, SYO has been able to make a 

profit thanks to a long series of consecutive positive trades. 

On the other hand, the investors that replicate SYO trading have maintained throughout 

January a stable level of capital around $2,500,000, although with respect to the end of 

December we have lost almost $100,000 and 35 investors. We have noticed, as a curious fact, 

that even though the rotation of investors has been constant during all this time, the level of 

capital has remained quite stable, dropping at the end of the month after the strong rise. We 

take this opportunity to recommend reading the article: The behavior of SYO investor 

(unfortunately the article has not been translated to English yet), which can clarify many 

doubts about how to behave during a draw down. Although we are satisfied that we have 

maintained a fairly high level of capital, it is a fact that we have lost many investors during this 

drawdown. Our maximum number of investors has been 537, far from the 401 we have at the 

end of January. We said it during the draw down and we repeat it now when it's practically 

settled. Drawdowns are a part of trading. The latter has been harder than the previous ones 

because it has been longer in time, but it has reached a totally normal depth for Darwinex's 

risk level, namely -18.43%. We work to reduce them and make them more bearable. The 

changes applied at the beginning of the year are precisely along these lines, but we cannot 

eliminate them. We will again endure a draw down in the future with total security, we just 

hope that in the next one the investors will go up and not come down. Any Darwin who has 

not made a maximum draw down of more than 15% will almost certainly do so in the future, 

it is a matter of time and mathematics. 

After six months dry spell, we have managed to win another award in the Darwinia 

competition. We lose the allocation we had since August because of the July contest, so we 

are left with 120,000 euros of notional capital, which is the amount we won this month and 

which we will keep for 6 months as usual. It is true that with a return of 18.20% we expected 

to be in a better position, but by dragging out five months of bad results, our reversible 

attributes have been deteriorated and have not allowed us to opt for first place. It is well 

known that the Darwinex attribute calculation methodology is not particularly benevolent to 



 

our trading style, which we do not particularly care for, although it is true that it is detrimental 

to us in the face of Darwinia. 

We would also like to make an explanatory comment about the striking performance data we 

have had this month, as we have received some feedback on it. It is true that the high 

profitability obtained can be impressive, since it has suffered a movement of 3.5 standard 

deviations over the historical average. However, the level of leverage is the same as it was, we 

have not increased it, we have continued to trade between VAR 5% -10%, there has only been 

a long run of hits, produced by both the increase in volatility, and the change in the design of 

the portfolio announced in the previous report. By the way, we recommend reading it for 

those who have not done so. One of the changes we have introduced is the diversification in 

many more sets of each system, which has produced a remarkable increase in the number of 

trades launched by our Darwin. These trades, if examined in detail, we can see that the number 

of lots launched is equivalent to that which existed previously. In other words, what used to 

be launched in a single trade, is now divided into several different trades, so the level of 

leverage is equivalent to that in the previous SYO configuration. It is true that the underlying 

strategy is relatively lower than the Darwin curve, but that has been the case throughout 

Darwin's life. So far, the Darwin has always won more than the underlying, both in good times 

and in bad. All our strategic decisions have been based on improving the profitability of the 

Darwin, not on improving the underlying one, and that will continue to be the case. We've 

known for months that when SYO started to do well it would do better than the underlying 

strategy, because that strategy was prepared during the previous months. Therefore, the 

result of the month has nothing to do with this fact. The result of the month is exceptional but 

not aberrant with a VAR level like the one used by Darwinex. Even a stock index like Nasdaq, 

which is made up of 100 stocks that obviously smoothing out its movements, has several 

months in its history with ranges above 20%. 

We would also like to comment that Darwinex has changed the risk manager which will 

influence all Darwins. In this post Darwinex explains it in depth, but what they want with this 

change is that the underlying ones look more like Darwins. Darwin's VAR will now no longer 

always be 10% per month at 95% confidence but it can range from 5 to 10% depending on 

the trader's account. This is the post where they explain it: 

https://blog.darwinex.com/change-fixed-var-variable-var-darwin-assets/ 

Although it is good to see it in practice, we do not think the change is bad and we think it can 

go better than the previous one, but it will be necessary to observe it for a while. 

Finally, after suffering a continuous draw down during the last five months, which we never 

tire of repeating that it was within the parameters of normality with which it has been 



 

designed, SYO has recovered the path of gains, recovering almost completely the loss it was 

dragging since August. Action-reaction. We went through a time when it seemed that the 

market was doing just the opposite of you when you were making an investment decision and 

now it has happened just the opposite, getting all the moves right. However, there is still a 

long way to go to achieve the goals we set ourselves. After months of very low volatility, the 

volatility is back, and we don't think it's a one-day flower. History tells us that when this one 

comes back, it's usually to stay. 
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