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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%. At the moment 
it is not obligatory 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 he had 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 Euros in your account you could buy 20,000 Euros 
in SYO (if you only have SYO in the portfolio your risk would be VAR 20%) and now with 10,000 Euros 
you can buy 30,000 Euros in SYO at VAR 6.5% (now your risk will be VAR 19.5%, practically the same 
as you had before) 

All comparative data in the report has been redone with SYO data at VAR 6.5% as the Darwin at VAR 
10% can no longer be purchased.  



 

3 

BENCHMARKS 

1. The “Credit Suisse All Hedge Managed Futures Index USD” is considered by the industry 

as one of the best indices to measure the performance of Hedge Funds or alternative 

investments. It has certainly been underperforming for years, no doubt because of the 

low volatility of the markets in recent years. It is more surprising that this year it does not 

get to be in positive either as there has been volatility, but we cannot ignore how this 

volatility has occurred which has meant that not all strategies have been able to take 

advantage of it. 

 

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

and large-cap companies from 23 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 has these shares in his portfolio receives the 

dividends they pay. Therefore, if the purpose is to determine whether a manager does 

better or worse than a given benchmark, the correct (and honest) thing to do is to use 

Total or Net Return indices 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, 

especially to show our low correlation with it. 

 

CORRELATION ANALYSIS 

One of the main qualities of alternative management or absolute return 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 tend to move in the same direction. The correlation is 

measured between -1 and +1: 
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• 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 the SYO 

since the SYO public track record is very slightly positive with the Credit Suisse All Hedge 

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 SYO has clearly 

beaten both indices, but also stands out because of its low correlation with other assets. In other 

words, in monthly returns SYO usually moves completely independently from the MSCI World 

NR EUR. 

 

Credit Suisse All Hedge 

Managed Futures USD 
MSCI WORLD NR EUR 

SYO at VAR 6.5% +0.03 -0.14 

Table 1: Correlation of monthly returns between SYO at VAR 6.5%, MSCI World NR EUR and Credit Suisse All Hedge 
Managed Futures Index USD from Dec-2016 (Values between +1.00 and -1.00) 

 

Therefore, this shows that SYO is an ideal asset 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 allocated 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 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. Risk aversion and investor profile is a personal 

condition that must be considered when building any portfolio. 

Let's make a simplification to illustrate the decorrelation effect that SYO has and see the result of 

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

since the SYO has been trading and rebalancing monthly to always maintain 50% in each one. 

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 mentioned 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 All Hedge 
Managed Futures Index and portfolio consisting of 50% SYO at VAR 6.5% and 50% MSCI World NR 

 

Picture 5 shows as SYO at VAR 6.5% 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 from previous monthly returns from Dec-2016 from SYO to VAR 6.5%, MSCI World NR, Credit Suisse 
All Hedge Managed Futures Index 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%) usually have 

the drawdowns at different times. 

The green line, which represents the 50/50 portfolio used as an example, is the one with the 

smallest and shortest drawdowns among the 4 assets. The maximum drawdown calculated on 

the monthly returns of the MSCI World NR EUR is -19.77%, the SYO to VAR 6.5% is -10.47%, the 

CS All Hedge Fund Managed Futures USD is -13.81% and the portfolio studied is -6.39%. 
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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 

 



 

8 

 

Picture 8: Comparison of monthly percentage returns between SYO at VAR 6.5% and CS ALL HEDGE MANAGED FUTURES 
INDEX USD 

 

NOTE: At the time of publication of this report, the official July data for the Credit Suisse All Hedge 

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

closing in USD as of 03-August, which is likely to be very close to the official monthly closing. When 

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

SYO closed July with a +3.44% return, its seventh consecutive month in positive territory, 

bringing the year's return to +29.10%. A very good month for SYO, which made record highs 

during the month. It could have been even better, as the last 4 days of the month we suffered a 

drawdown of some intensity that took us away from the best records of the month. 

The main reason for the Draw Down was that we failed to look for the Nasdaq correction. Nasdaq 

has been in range for most of the month, which we have been able to take advantage of for a 

good part of the month, both on the long and short sides. However, in the last days of the month 

it fooled our strategies. The key days were June 28th when we were positioned short and June 

29th when we were very close to turning long, but finally the systems did not turn and kept the 

short ones in the market rise. As we have commented other times, APOLO is mainly an anti-trend 

system that when it gets "stuck" in a wrong position, it expects a reversal to close at better prices. 

If the reversal does not happen, APOLO ends up closing in stop with significant losses. From time 

to time, it gets into a setup of this type in which it ends up stopping and so incurring in significant 

losses. This is completely normal for APOLO. The best thing about this occasion is that NEMESIS 

GOLD has been with us and it has helped to control the SYO Drawdown perfectly. Certainly, the 

persistent rise of the American markets may be surprising. The NASDAQ index is up over 20% for 

the year and the S&P500 is already positive. That is the way the markets are. A lot of people find 

explanations in hindsight, but a priori is when decisions are made and few if any people bet in 

March of this year that we would be like this in August. The good thing about our investment 

style is that we are not interested in whether or not it is logical for the markets to rise, our 

algorithmics simply act according to their rules. 

As we have commented on numerous occasions, the Drawdowns that take place in an asset that 

is in a long-term uptrend are good times to add positions, something we have done as SYO 

investors these days. Certainly, we are pleased to see the continued influx of investors and capital 

into SYO. Investors have risen to 557 (+89 over the previous month) and capital to $3,956,858.36 

(+1,027,532.39 over the previous month). In fact, we have surpassed our historical maximum of 

investors, although not the maximum in capital as during 2019 we had a very big investor who 

closed his position in the 2019 Draw Down disregarding our advice. A Draw Down that was 

totally normal and within the expected parameters. We assume that he is probably banging their 

head against the wall because this investor has stopped earning a lot of money by leaving SYO. 

Unfortunately for us, we have also stopped earning it, that is the way it is. 

In line with this, let us do a short comment. We understand that there are investors who set a 

maximum loss level, but this must be proportional to the risk of the asset being traded and the 

size of the position must be adjusted to the risk you want to take. And even in this case, it is 
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advisable to be alert to re-enter if the asset is turned up. A 10% drawdown in SYO is completely 

normal and to be expected. We will almost certainly have it again at some point. Even up to 15% 

would be within acceptable limits. Therefore, we must invest with this in mind. If we close the 

position when we are losing a 10%, for example, we may be able to buy back with a -12% 

drawdown, but we probably can't buy it back below that and we will have to make it more 

expensive. If we close the position, we must be willing to re-enter if it goes up. And that goes for 

any level of loss. If we close the position when we lose 5%, we may buy back with 10% of 

DrawDown, but we may not, and it goes up with what we should buy back higher. It is harder to 

understand who closes because they lose 1% or those who do intraday, something that we have 

already reiterated is totally absurd in a Darwin. If you trust the asset you are investing in and its 

management team, it is advisable to endure the drawdowns and accumulate in them if possible. 

If you do not trust them then you do not have to invest in, even they win or lose. This month we 

also wanted to emphasize a parameter that has a lot to do with divergence and invested capital. 

We are referring to Capacity. Our score on this attribute is 10. This is especially remarkable 

considering the capital we accumulate. The attribute that defines Darwinex continues to indicate 

that we can support much more capital without the investor being affected by it. Now it is fixed 

at over 900 million. It is also noteworthy that it marks that we have low toxicity. Both our capacity 

and toxicity are among the best in the Darwinex ecosystem and it is unique among the Darwins 

that have the most investors. We are sure that many investors have noticed this too, hence the 

persistent influx of capital. 

Regarding the systems, they all ended up positive during July. We had been saying that the 

context is good for us and it still is. Volatility is down a lot from March, but it is still at levels high 

enough for our systems to take advantage of. 

In short, SYO is still in a very good moment and there is no reason to think that it will not continue 

like that. It may have some correction, of course, but the context remains favourable which is a 

source of satisfaction for all investors. 

 

Sersan Sistemas 

July 31, 2020 


