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SUMMARY OF CAPITAL AND RESULTS 

 
**Picture1: Investors and accumulated capital in SYO at VAR 6.5% **Picture2: Darwinia allocation at end-of-month in SYO at VAR 6.5% 

 

 

**Picture 3: SYO historical returns at VAR 6.5% 

**Darwinex has changed the Darwins' VAR from the previous 10% to the current 6.5%. It is not 
mandatory to sell the Darwin at VAR 10% and buy the new one at VAR 6.5%, but it is advisable to do 
so and, in fact, Darwins at VAR 10% can only be sold. The new Darwin will have less risk and earn less 
than the old one (see Picture 3 with SYO historical returns at VAR 6.5%) but the investor can keep the 
same exposure as before if he wishes, since he can now leverage 3 times instead of the 2 times he could 
do before. For example, before with 10,000$ you could buy 20,000$ in SYO (if you only have SYO in 
your portfolio your risk would be VAR 20%) and now with 10,000$ you can buy 30,000$ in SYO at VAR 
6.5% (now your risk would be VAR 19.5%, practically the same as you had before) 

Pictures 1, 2 and 3 are based on the new Darwin at VAR 6.5% so are not comparable with the previous 
ones. Pictures 1 and 2 reflect a notional capital that groups the capital that SYO has at 6.5% VAR plus 
the capital that SYO still has at 10% VAR divided by 0.65 to do them equivalent. For comparison, the 
notional capital at VAR 6.5% at April 30 was as follows: 

 

Pciture 4: Investors and accumulated capital in SYO at VAR 6.5% at the end of the previous month 

All data in the report has been redone with data from SYO at VAR 6.5%.  
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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? 

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

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

highest percentage of any investor's portfolio and that is why we include it in the comparison. 

 

CORRELATION ANALYSIS 

One of the main qualities of 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 tend 

to move independently, i.e. 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 of monthly returns 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 USD and slightly negative with the MSCI World NR EUR. This indicates 

that it is not only an excellent asset for any portfolio because of its return, since the SYO has 

clearly beaten both indices, but it also stands out because of its low correlation with other assets. 
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In other words, in monthly returns SYO usually moves completely independently from MSCI 

World NR EUR, so it is an excellent choice to balance and offset a stock portfolio. 

 

Credit Suisse AllHedge 

Managed Futures USD 
MSCI WORLD NR EUR 

SYO to VAR 6.5% +0.01 -0.12 

Table 1: Correlation of monthly returns between SYO at VAR 6.5%, MSCI World NR EUR and Credit Suisse AllHedge 
Managed Futures Index USD from 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 the bad moments of this one and vice versa, making our 

portfolio move in a more stable and less volatile way, as it has happened throughout the first 

quarter of 2020. The percentage to be devoted to each type of investment is highly variable 

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 illustrate the effect of decorrelation and look at the result of investing 50% in 

Equities, specifically in the MSCI World NR EUR index and 50% in SYO at VAR 6.5% since the SYO 

has been trading. We rebalance the positions every month. 

In picture 5 you can see the performance of SYO at VAR 6.5% next to the two benchmarks we use 

and next to the commented portfolio (green line) since we have SYO data. 
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Picture 5: Cumulative monthly returns from Dec-2016 of SYO at VAR 6.5%, MSCI World NR EUR, Credit Suisse AllHedge 
Managed Futures Index USD and portfolio composed by 50% SYO at VAR 6.5% 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. 

The new VAR allows us to compare them in a more homogeneous way, as this VAR is quite 

equivalent to that of a stock index. 

Where this low correlation is best seen is in the monthly Draw Down graph that can be seen in 

picture 6. 
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Picture 6: Drawdowns calculated from previous monthly returns from Dec-2016 from SYO at VAR 6.5%, MSCI World NR EUR, 
Credit Suisse AllHedge Managed Futures Index USD and Portfolio composed with 50% in SYO and 50% in MSCI World NR 

 

Note how the red line (MSCI World NR EUR) and the magenta line (SYO at VAR 6.5%) show that 

Drawdown usually occur at different times. 

The green line, which includes the 50/50 portfolio mentioned above, is the one with the lowest 

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

monthly returns of MSCI World NR EUR is -21.11%, that of SYO at VAR 6.5% is -10.47%, that of CS 

AllHedge Fund Managed Futures USD index is -13.81% and of studied portfolio -7.09%. 
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In the following charts you can see the performance of each index, compared to SYO at VAR 

6.5%, month by month: 

 

Picture 7: Comparison of monthly percentage returns between SYO at VAR 6.5% and MSCI WORLD NR EUR 
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Picture 8: Comparison of monthly percentage returns between SYO at VAR 6.5% and CS ALLHEDGE MANAGED FUTURES 
INDEX USD 

 

NOTE: At the time of publication of this report, the official May 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 which is likely to be very close to the published one. When we will publish the next 

report, we will update the previous prices with the official published price. 
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MONTHLY REVIEW 

Firstly, we would like to emphasise the comments done on page 2 of the report. All data 

published in the report have been updated with the data from SYO at VAR 6.5%. You can read 

more about this change here. 

Our opinion on this change is very positive. We have always argued that a 10% monthly VAR level 

at 95% confidence was too high. The founder and director of Sersan Sistemas, Sergi Sanchez, has 

been involved in the asset management industry for many years in one form or another and 

experience teaches us that risk is much more important than return. Of course, we invest to make 

money, but when risk takes off the average investor gets scared and acts irrationally. The investor 

always underestimates the risk. On paper, risk is very easy to tolerate, but when it really appears, 

what seemed totally bearable becomes absolutely unbearable and we start to behave 

irrationally. We have seen this, and we have explained it in reports and even in some specific 

articles. We have even had the opportunity to directly discuss it with some investors, but it is very 

difficult to avoid, only the most experienced investors manage it and not always because it is 

inherent to human beings. And although Darwinex has insisted on explaining that Darwin's VAR 

does not matter, that the investor can modulate his risk by the amount invested (which is true) 

the reality is that most of us usually look more the asset we are invested in than the amount we 

have invested. And a drawdown of -18.43% (maximum DD of SYO at VAR 10%) is not perceived 

as equal to one of -12.08% (maximum DD of SYO at VAR 6.5%). We liked very much this part of 

the documentation prepared by Darwinex that talks about investor loss aversion. 

In our opinion the level of volatility and drawdown that Darwins at 10% VAR have is too much 

for the average investor. Therefore, we welcome the new 6.5% VAR which puts us on a par with 

the S&P 500 index VAR. In addition, the investor can now better modulate his exposure by having 

more flexibility than before. Previously you could be leveraged 2 times so it could modulate its 

risk on the capital invested in a single Darwin between VAR 10 and VAR 20%. Now it can be 

leveraged 3 times so it can modulate it between VAR 6.5 and VAR 19.5%. 

As with all changes Darwinex makes, we need time to see our trading implications. However, it 

is clear that the reduction in fees that also applies with this change (read the link in the first 

paragraph for more information) can give us more flexibility in the managing of volatility events 

like of this year. We will continue to report. 

And now let us move on to the analysis of the month properly. 

Fifth consecutive month in positive for SYO, may ends with a +0.63% gain taking the year at 

+22.51% at the end of May, SYO data at VAR 6.5%. 
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We are really satisfied with the behaviour of the systems that trade SYO. April was still a volatile 

month with strong rises, but May has been a month of clear stabilization. May has also been a 

bullish month in the stock market, but in much less measure than April and with much less 

volatility, which has returned to moderate levels. NASDAQ is already looking at its previous highs 

(yes, it may seem surprising, but Nasdaq has recovered all the drop from February to March) 

although volatility has not returned to the levels it had in February before the fall down. In fact, 

it remains well above those levels, showing that investors do not have the same confidence as 

they did then. 

Why are we so satisfied? Let us remember that SYO trades in NASDAQ and we know that SYO has 

a slight negative correlation with the stock market as we have explained before. The stock market 

has only risen from the lows of March and SYO has managed to end up in positive each one of 

these months. Moderate gains, true, but very meritorious considering the correlation and 

considering the strong rise of the first 3 months. For the moment we have been in the year 3 

months of strong rises and 3 months of consolidation in which SYO takes air consuming time on 

the side. A typical Draw Down in time of those who have read us other times. 

Regarding investors and capital, the first one increases by 19 and the second one by 118,622.15$. 

Very good news, it seems that investors are slowly taking advantage of the consolidation to take 

positions. This month we did not get any prize in Darwinia, although we were very close to finish 

in the 86th position (80 are the winners). 

Regarding the performance of the systems, all APOLO NASDAQs end up positive in May, while in 

NEMESIS GOLD only one of them ends up in losses. Very good performance of all of them that 

have managed to make small gains in a market not too favourable a priori. 

In conclusion, we still have very good expectations for the future. Volatility remains at moderate 

levels despite the sharp rises and our systems usually like that. The stock markets will reverse at 

some point and SYO will probably be able to benefit from this. 

 

Sersan Sistemas 

29 May 2020 


