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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 USD" as one of the best indices to 

measure the performance of alternative management. 

2. The "MSCI World Net Return EUR" as the representative of equities, as it includes mid- 

and large-cap companies from 23 different developed countries. We use the Net 

Return version because it is the only type of index that faithfully reflects the 

performance of an investor who has replicated the index, as it reinvests in the index 

the dividends that are paid periodically by the shares. Any investor who holds these 

shares receives the dividends that they pay and therefore the correct thing to do is to 

use indexes that take this effect into account. 

 

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 Hedge Funds or Absolute Return Funds is the low correlation with 

other investment styles or 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 MSCI World 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 MSCI World NR, so it is an excellent option to 

balance and offset a stock portfolio. 

 

Credit Suisse AllHedge 

Managed Futures USD 
MSCI WORLD NR EUR 

SYO +0.04 -0.10 

Table 1 Correlation of monthly returns between SYO, MSCI World NR EUR and Credit Suisse AllHedge Managed 
Futures Index USD 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 last quarter. 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 us simplify to show the effect of decorrelation and see the result of investing 50% in 

Equities and 50% in SYO since SYO’s inception, rebalancing monthly.  

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, MSCI World NR EUR, Credit Suisse AllHedge Managed 
Futures Index USD and Portfolio composed of 50% SYO and 50% MSCI World NR EUR 

 

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

most stable of the four assets thanks to the negative correlation of 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, MSCI World NR, Credit Suisse 
AllHedge Managed Futures Index and Portfolio composed with 50% on SYO and 50% on MSCI World NR 

 

Note how the red line (MSCI World NR) and the magenta line (SYO) show that the Drawdowns 

take place at different times.  

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

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

monthly returns of the MSCI World NR is -21.11%, that of SYO is -16.15%, that of the CS 

AllHedge Fund Managed Futures index is -13.81% and the maximum draw down of the 

studied portfolio -6.25%. 



 

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

montly: 

 

Picture 6: Comparison of monthly percentage returns between SYO and MSCI WORLD NR 

 



 

 

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

 

NOTE: At the time of publication of this report, the official April data for the Credit Suisse AllHedge 

Index Managed Futures USD is not yet available. The data provided is an estimate based on the 

weekly closing in USD.  

  



 

MONTHLY REVIEW 

Fourth consecutive month in positive for SYO. We closed April and SYO ended with a gain of 

1.66%, in what was once again a very volatile month in the financial markets, although less 

than in March. SYO's return so far this year is 33.83%, a great year so far and even more so if 

we consider the differential with equity benchmarks. It should also be noted that in April the 

main stock markets suffered major rebounds, which SYO was unable to exploit in full. 

On the other hand, this month we are in luck. SYO ends the month with an increase of 24 

investors, reaching 433. With total capital under management of just over $1.9 million, up from 

last month's $1.7 million. It seems that the good series of results at the beginning of the year 

is succeeding in reversing the downward trend in investor numbers. 

Also, this month of April SYO has classified again in the monthly Darwinia contest, finishing in 

a modest, although meritorious, 59th position. During the next 6 months we will have an 

additional allocation of 30,000 euros to operate, thus increasing the capital allocated by 

Darwinia to 230,000 euros. 

As for the financial markets, what a market in April!  

As has been the case lately, we have once again experienced some very unusual situations, 

which are difficult to imagine a priori. The most extraordinary of all (without underestimating 

any other event) has been the practical annihilation of the crude oil futures market. We have 

seen how the West Texas crude oil futures contract has come to be traded at negative values. 

An excessively high supply, which was also encountering problems of storage and/or 

transportation, for a rickety crude oil demand, has caused an unprecedented collapse. 

We hope that this dystopia in which we are immersed will soon end and that the good news 

will soon begin to arrive, beyond the relaxation of the containment measures that are already 

taking place in many countries, including our own. 

This month SYO has managed to control its own volatility in a remarkable way, without 

fluctuating as violently as it did in February and part of March. To reduce SYO’s volatility 

(without going into unnecessary technical detail) we have let increase the VAR of the 

underlying account. Thus, the size of the positions opened by SYO is lower than that of the 

positions opened by the underlying account. However, although we believe that volatility is 

still very high in the markets, it has dropped considerably. Therefore, we will gradually increase 

SYO's exposure over the next few dates, reducing the underlying account's VAR again. We are 



 

going to make this change because we want SYO to take part a little more on the movements 

of the market during the following months.  

During the month of April, the performance of the systems operating in SYO has been very 

variable, although they have ended up being positive. The APOLO sets had a very good 

beginning of April, getting each of them a very nice long trade. However, during the second 

fortnight, several trades have failed positioning themselves in the short side, looking for a 

Nasdaq reversal, returning part of the gains. 

NEMESIS GOLD has behaved similarly to Apollo, but the gains made trading the long side of 

gold have been very noticeable, ending the month with positive returns. 

To finish, SYO has had a relatively quiet month, in the middle of a situation of general 

nervousness, ending in positive for the fourth straight month in a row. As we have been saying, 

high volatility markets are a good environment, a priori, for the systems which manage SYO's 

operations. If general volatility goes on moderating to high or moderate levels from the 

aberrant levels we have experienced lately, we can continue to see how SYO behaves in a very 

positive way during the next months for everyone's benefit. 
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