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In 2018, RPM portfolios delivered mixed results in a challenging market environment 
as the spectacular resurgence of volatility was not accompanied by a similar pickup in 
o verall market trendiness. After an initial continuation of the 2017 rally, the year was 
characterized by three major sell-offs and their corresponding volatility spikes amid 
 perceived monetary policy risk, rising trade war tensions, and resurfacing re cession 
fears. In  D ec-18, CTAs were finally able to deliver crisis alpha. While equities turned out 
to be a major drag on performance, bonds and energies provided some  mu ch  needed 
 offsetting  returns. Performance was mixed across managers and substrategies but, in 
 general, f aster, smaller, and non-trend following programs fared  better. Hence, RPM 
Evolving ended the year in positive territory  outperforming b enchmarks whereas RPM 
Galaxy was down, performing in line with benchmarks on a volatility  adjusted  basis.

In 2019, the global economy is expected to slow down. Whether or not the coming 
d ownturn will continue into a full-blown recession depends on many different factors, 
such as a potential collapse in asset prices or tighter-than-expected monetary policies. 
Given that CTAs tend to perform better in economic slowdowns and that volatility is 
 already back at normal levels, the outlook for CTA performance is indeed brighter than 
it has been for a long time. Going forward, managers should be able to profit from a wide 
range of strong (and probably bearish) market trends. Winter is coming…
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A WORD FROM OUR CEO

Will 2018 be the year when the historically long equity bull market came to an end? Will it mark a major turning point in the 

global business cycle? If so, the negative performance of the CTA industry in 2018 would be fully consistent with both theory 

and empirical evidence.

The CTA industry does well when price trends are dominant in financial and commodity markets. Academics call this 
“Time Series Momentum” (TSMOM). This phenomenon tends to occur during upturns and downturns in the macroeconomic 
e nvironment. It tends to be less frequent in times of stability and during periods when the global economy moves from growth 
to recession and vice versa.
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We cannot predict the future, but we can assess the present. And, most observers would agree that there is an unusual amount 
of dark clouds gathering right now, e.g. China slowdown, the Brexit mess, a possible trade war, rising interest rates, high asset 
v aluations,  accelerating corporate debt, continued rise of populism, increasing political tensions, the state of Italian banks, and 
the  sh rinking of central banks’ balance sheets. These are all factors that individually give reason for caution. Collectively, the 
stage is set for an economic slowdown, if not a recession. 

Again, we do not know how this will play out. However, we note that CTAs in general are now positioned for a continuation of 
what global markets experienced during the fourth quarter last year, i.e. short equities, long bonds, short commodities, and 
long safe haven currencies. For those with a bearish outlook, CTAs do seem like a good bet.

In this Yearly Outlook, we go into some depth in analyzing performance and the macro environment. Please set aside some 
time to read it.

- Mikael Stenbom, Founder and CEO

FIGURE 1

PRICE TRENDS & CTA PERFORMANCE

RPM MDI and SG CTA Index, 2000 
- 2018. 30-day moving average. 
See footnote on page 4 for an 
 explaination of MDI. 
Source: Bloomberg, Barclay Hedge, 
RPM
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MDI: NO TRENDS, NO PROFITS!
The CTA universe is dominated by diversified systematic trend 
following exploiting time series momentum (TSMOM). In other 
words, most CTA managers are trend followers generating 
profits in trending market environments, i.e. when asset prices 
move substantially and sustainably in many different markets. 
Figure 2 shows RPM’s measure of overall market t rendiness, 
i.e. the Market Divergence Indicator (MDI), its long-term 

 average, and the SG CTA Index in 2018.1  The synchronism 
is striking!

Overall, just like 2017, 2018 was a disappointing year 

 regarding TSMOM. For the most part, the MDI remained at, 

or below, its long-term average. This illustrates the absence 

of any substantial and/or sustained market moves and, 

thus, the general lack of profitable trading opportunities for 

CTAs. In other words: No trends, no profits! 

1. MAIN DRIVERS OF CTA PERFORMANCE IN 2018

FIGURE 2

SG CTA Index and MDI in 2018, 
daily data, source:  Bloomberg, 
Barclay Hedge, RPM
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1. The MDI measures overall “trendiness” of financial and commodity futures markets by correlating the price changes and the underlying volatilities of 
72  futures markets across all sectors and across multiple time frames. The SG CTA Index is equal-weighted and reconstituted annually and has become 
 recognized as the key Managed Futures daily performance benchmark. The index calculates the net daily rate of return for a pool of CTAs selected from the 
largest managers open to new investment. The long-term correlation between the MDI and CTA performance (as measured by the SG CTA Index) is around 0.8.

With regards to specific market action, 2018 was  characterized 
by four main episodes (see arrows in Figure 2):

1. At the beginning of the year, market trendiness did make 
a brief appearance and what a comeback it was! In 
 Jan-18, the MDI reached levels not seen since second 
half of 2014 as TSMOM spilled over into other markets 
beyond equities, which continued their rally from 2017. 
However, January’s euphoria was instantly followed by 
February’s gloom as markets went into full reverse in an 
event that has become known as the “VIX-mageddon” 
(see below).

2. In May-18, the MDI dropped below its long-term average 
level, taking CTA performance with it, as trends in bonds, 
stocks, and energies reversed forcefully amid rising trade 
tensions.

3. In Oct-18, CTAs suffered heavily in a volatile market 
 environment as equities put in their worst month in  seven 
years heralding the end of the current cycle.

4. Dec-18 saw the first meaningful pickup in market 
 trendiness since Jan-18 as the sell-off in equities and a 
general bearishness gained some momentum.
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VIX: THE RETURN OF VOLATILITY
As mentioned above, CTAs produce positive returns when 
prices move substantially and sustainably. In other words: to 
perform, CTAs need trends coupled with volatility (so-called 
“directional volatility”). When there is no TSMOM but only 
volatility, most trend following models generate false signals 
as strategies get “whipsawed”. Furthermore, when there are 
trends with low volatility, positions often get levered up and 
even small changes in volatility, i.e. one-off volatility spikes, 
can cause large losses.

Figure 3 shows the CBOE VIX volatility index (also known as 
markets’ “fear gauge”) as well as the difference between 
the SG CTA and the SG Short-term Traders Index 2YTD.2 As 

expected, the ultralow volatility regime of 2017 could not 

last forever. Overall, volatility (as measured by VIX) was 

 substantially higher in 2018 than in 2017. However, the 

pickup in volatility was not accompanied by an increase in 

overall market trendiness. This explains why trend following 

managers (needing TSMOM) lost ground against short-term 

trading CTAs (needing volatility) throughout the year. 

There were three main volatility events in 2018:

1. On February (2nd and) 5th, the period of extremely low 
volatility came to an abrupt and painful end when the 
VIX jumped to 37.3, its largest day-to-day move on  record 
(“VIX-maggedon”), wiping out a series of inverse VIX 
(i.e. short vol.) ETFs such as XIV and SVXY. Most CTA 
 managers – being long equities and otherwise bullishly 
positioned at the end of Jan-18 – lost from this sell-off 
whereas short-term traders gained in relative terms.

2. On October 11th, the VIX soared to 28.6 (“VIXplosion”) 
amid concerns about rising US rates. Trend  following 

managers – being long US stocks again after the 
 summer rebound – lost from this volatility spike as well. 
 Furthermore, given that the VIX had dropped to 2017 
levels prior to the sell-off, positions were relatively large 
which explains the extent of losses suffered. Short-term 
trading managers profited. 

3. On Christmas Eve, as stock markets collapsed, the VIX 
hit 36.1 almost reaching Feb-18 levels (“VIX-mas”). This 
time around, trend followers were already positioned for 
the move and were able to profit from it. 
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FIGURE 3

VIX and difference between SG 
CTA and SG Short-term Traders 
Index 2YTD, daily data. Sources: 
Bloomberg, Barclay Hedge

2. The SG Short-term Traders Index is a CTA substrategy index designed to track the daily performance of a portfolio of CTAs and Global Macro managers executing 
diversified trading strategies with a less than 10-day average holding period. For more information on SG CTA sub indices, please see: https://wholesale.banking.
societegenerale.com/en/prime-services-indices/

https://wholesale.banking.societegenerale.com/en/prime-services-indices/
https://wholesale.banking.societegenerale.com/en/prime-services-indices/
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EQUITIES: WHERE IS MY F#*☠💣⚡ING CRISIS  ALPHA?!
Figure 4 shows the MSCI World Total Return Gross Index 
and the SG CTA Index in 2018. Last year, the global stock 
market rally ran out of steam and even went into reverse in 
2018Q4. Investors were torn between strong data on the one 
hand and a hiking Fed on the other and were preoccupied 
with the  waxing and waning of US-China trade war tensions. 
This  created an extremely challenging market environment for 
(trend following) CTAs. In 2018, equities became the single 

most important drag on performance and,  accordingly, 

 managers and/or portfolios with a higher exposure to 

 equities  underperformed.

Of special interest to CTA investors are periods of fi nancial 
market distress, because when (equity) markets are in  crisis, 
CTAs are expected to deliver crisis alpha and downside 
 protection.

3. Crisis periods are defined as months where MSCI World Total Return Gross Index is down at least 4%.
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In 2018, as described above, there were three crisis months, 
i.e. Feb-, Oct-, and Dec-18 (see Figure 4)3. However, on 
a ggregate, CTAs only provided downside protection in one 
of them (i.e. Dec-18). In Feb- and Oct-18, CTAs – being net 
long (US) equities (and short US bonds) – generated losses as 
 equities sold off. Therefore, the crisis alpha ability of CTAs has 
recently been questioned.

In the RPM Educational #8 on CTA substrategies, there 
is a differentiation between major crises and brief episodes 
of market panic such as the flash crash in May-10 or the 
r enminbi devaluation in Aug-15. In general, trend following 
provides the most crisis alpha of all CTA strategies if, and 
only if, a crisis lasts longer than one month. However, if the 
market moves do not follow through in the coming months, 

the  typical  medium-term trend follower does not have enough 
time to  adjust positions accordingly. In contrast, non-trend 
subs trategies often provide offsetting returns during these 
m arket corrections.

The same is true for 2018. Figure 5 shows RPM Evolving 
substrategies’ returns for the abovementioned crisis months. 
Whereas this snapshot does not exactly match the findings 
in the research report, the picture is quite similar, i.e. trend 
following suffers the most during short-lived crises whereas 
diversifying managers can provide offsetting returns. Thus, 
a portfolio containing different substrategies should have 
 performed better in 2018 than a pure trend following portfolio.

FIGURE 4

MSCI World Total Return Gross 
Index, SG CTA Index, and crisis 
months in 2018, daily data. 
Sources: Bloomberg, Barclay 
Hedge
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RPM Evolving substrategy 
performance during 2018 crisis 
months, source: RPM

FIXED INCOME: LET’S HIKE!
In 2018, fixed income markets became the second most 
important sector for CTAs, providing two different sources of 
trading opportunities, i.e. 

1. As the Federal Reserve kept raising its target rate 

during the year, US bond yields rose accordingly (see 

 Figure 6). So, for the most part of 2018, being short US 

T reasuries was a popular and largely profitable trade. 

However, in the fourth quarter, global growth concerns 
started to  dominate hawkish monetary policy and, thus, 
bonds  reversed and rallied which put smaller and nimbler 
 managers at an advantage over slower systems.
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FIGURE 6

US 10Y Treasury Yield and Fed 
Fund Rate in 2018, daily data. 
Source: Bloomberg
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2. Whereas the Fed was in hiking mode throughout 2018, 
other major central banks stayed largely put,  although 
some stepped up their rhetoric. This created a  relative 

value opportunity in bond markets with rising US 

yields and, for example, falling Eurozone yields amid 

the  problems in Italy and relative weak economic data 

(see Figure 7). So being short US Treasuries versus long 

E uropean bonds was another popular (and successful) 

trade in 2018.  Towards year-end, yields started to move 
more in tandem again.
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FIGURE 7

US and Eurozone 10Y Yields, 
daily data. Source: Bloomberg

OIL: ECHOES OF 2014H2
In the second half of 2014, the price of crude oil dropped 
from above US$100/barrel to below US$60/barrel amid 
the OPEC turf war at the time. In the fourth quarter of 

2018, the s ell-off was almost equally dramatic, i.e. in just 

three months, oil plunged from US$85/barrel to  US$55/

barrel due to  recession worries, unstoppable US shale oil 

 production growth, and doubts whether OPEC would follow 

through with its proclaimed production cuts. This rapid move 
provided  ample trading  opportunities for CTAs, again favoring 
m anagers who are a bit faster than average.
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FIGURE 8

Brent crude oil spot price 
in 2018, daily data. Source: 
Bloomberg
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2. MARKET SUMMARY QUARTER BY QUARTER

In the beginning of the year, CTA performance picked up 
 noticeably as trendiness accelerated significantly and spread 
beyond equity markets. However, in early Feb-18, the  industry 
gave it all back, and more, suffering heavy losses amid a 
 brutal and widespread market sell-off as volatility soared to 
levels not seen since mid-2015. In general, CTAs were down 

in the first quarter of 2018.

In the second quarter, CTA performance was mostly 

n egative as risk-on trends in bonds, stocks, and energies 

 reversed forcefully mid-quarter amid mounting US-China 

trade tensions and acute North Korea worries. However, 
currencies and commodities provided offsetting trading 
 opportunities to smaller more nimble managers.

In the third quarter, CTA performance was positive across 

the board although market sentiment fluctuated between 

risk aversion due to turmoil in Turkey and gasps of relief amid 

easing trade tensions and a dovish Fed. Whereas fi nancial 
markets did not provide much exploitable TSMOM, commodity 
markets again showed elevated levels of t rendiness.

Finally, in the fourth quarter, CTAs were down in a v olatile 

market environment as equity markets suffered their worst 

quarter in several years amid fears of rapidly  slowing 

 global growth. However, whereas CTAs, being mostly net long 
 equities, were caught wrong-footed at the beginning of the 
quarter, a lot of managers had turned around their  positions 
towards year-end, generating strong returns in Dec-18.

3. MANAGER SELECTION AND STRATEGY ALLOCATION 

In 2018, RPM allocated to a total of 19 different CTA 

 programs, which is a new record. Conceptually, a core group 
of technical diversified trend following managers is  balanced 
with a set of diversifying strategies. A diversifying strategy 
can be purely technical, e.g. short-term trading, or primarily 
 fundamental in nature, i.e. global macro.

During the year, RPM added and closed three  managers 

respectively. New programs consist of one systematic 

 fundamental manager, diversified regarding both  markets 

traded as well as (directional and relative value)  substrategies 

applied, one systematic diversified s hort-term trader with a 

focus on Asian (equity) markets, and a unique systematic 

long-term, financials-only, trend f ollower a pplying cross-asset 

hedging. As usual, all new programs are so-called “evolving 
managers” – as opposed to emerging managers on the one 
hand and large cap and/or matured managers on the other. 
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Out of the 16 managers currently in our portfolios, 14 are 
t echnical managers that use price data as the main input 
 factor to their investment process. Five of them apply pure 
medium- to long-term trend following techniques diversified 
across many different markets; three managers s ystematically 
combine trend following and mean-reversion strategies; 
one manager combines trend following and non-directional 
c ommodity spread trading; three managers are pure short-
term traders, one of them purely intraday; and two managers 
exploit  changes in the VIX term structure. The remaining two 
managers use a systematic fundamental investment process 
with a global macro focus.

RPM actively allocates between managers in  response 

to perceived market opportunities and risks. Regarding the 
RPM Evolving CTA Fund, throughout the year, trend f ollowing 
was kept below its long-term average weight of 60% due to 
 perceived risks, especially with regards to more traditional 

medium- to long-term managers and not so much hybrid 
trend  followers who contributed to diversification within the 
sub strategy bloc. In general, all hybrid managers ended the 
year in positive t erritory whereas “standard” trend f ollowers 
 generated  negative performance. R egarding diversifying 
s trategies,  compared to last year, VIX and short-term  trading 
were  increased  manifold amid strong performance and/or 
perceived d iversification benefits. Fundamental  mana gers’ 
 allocation remained slightly above par and  basically 
 unchanged  compared to last year as the subs trategy’s 
 diversifying  characteristics – once again – materialized 
throughout the year.

With regards to RPM Galaxy, in 2018, trend following 
was also kept slightly below its long-term average weight 
of 75%. However, the adjustment was not as pronounced 
due to the existing short-term trading manager’s temporary 
 underp erformance.
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FIGURE 10 -  RPM EVOLVING CTA FUND

Average time-weighted manager and sub-
strategy US$ and risk allocation in RPM 
 Evolving during 2018. Managers that were 
opened during the year are marked with 
“*”; managers that were closed in 2018 are 
marked with “†”.

FIGURE 11 -  RPM GALAXY

Average time-weighted manager and 
 substrategy US$ and risk allocation in RPM 
Galaxy during 2018

TF1

TF2*

TF4

TF5

TF6

TF7
TF8

ST1
ST2†

ST3†

ST4*

VIX1

VIX2

FT1

FT2*

FT3†
Technical Trend 

Following 
54%

Short-term 
Trading

13%

Fundamental 
Trading 

22%

VIX Trading
11%



5

4. RPM FUND-SPECIFIC COMMENTS

On aggregate, in 2018, except for VIX  trading, RPM’s 

 substrategies  outperformed their respective SG  subs trategy 

 benchmarks – some by a huge  margin. Whereas RPM 
trend following  managers on aggregate ended the year flat, 

RPM’s d iversifying strategies  collectively generated  positive 
 performance in 2018, thus (partially) o ffsetting trend 
 followers’ negative portfolio impact.

4. Evolving substrategy indices cover the live asset-weighted performance of all accounts in the RPM Evolving CTA Fund at any given point of time according to 
our own substrategy classification, i.e. trend following, short-term trading, fundamental, or VIX trading.

This year, there was again significant dispersion  between 
 managers. As so often, differences in performance  depended 
on a) sector exposure and b) trading horizons.  However, 
in  contrast to last year, in the quickly shifting  market 
 environment of 2018, being nimble and quicker and/or 
more aggressive in turning around positions was a significant 
 advantage.  Furthermore, again in contrast to last year, given 
the e xisting opportunities in commodity markets, especially 
in mid-2018, managers with more commodity exposure fared 
better than financials-focused ones. In 2018, the difference 

in  performance between RPM’s two funds is again striking 

with Evolving being up 1.6% and Galaxy down 25.4%. There 
are three reasons for this:

1. Typically, evolving managers are nimbler than the more 
established managers in Galaxy and were q uicker 
to turn around equity, as well as US bond  exposure, 
 during the year and especially in the fourth quarter.

2. Whereas Evolving’s diversifying managers all ended 
the year in positive territory, helping to smooth overall 
performance, especially in 2018Q1, strategy  balancing 
did not work as expected (and as  experienced in 
p revious years) in Galaxy.

3. Finally, evolving managers have, on average, a larger 
commodity exposure which helped the fund during the 
summer months.
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4.1 RPM EVOLVING CTA FUND

The RPM Evolving CTA Fund is built on RPM’s over 20 years’ 
experience as a CTA investor. RPM Evolving focuses on CTAs in 
the so-called “evolving phase”. Typically, CTAs in the evolving 
phase have two to seven years of track record with MUSD 20 
to MUSD 500 in AUM. Historically, this has proven to be the 
most attractive period for CTA managers from a risk/return 
perspective. RPM Evolving runs at a long-term target of 15% 
annual volatility. The Fund currently consists of 13 evolving 
managers with an expected annual turnover of 2-3 managers.

In 2018, RPM Evolving (F EUR) was up 1.6% with  profits 

in bonds and energies outweighing losses in equities. 

 Compared to established managers, evolving managers were 
extremely successful in handling the frequent shifts between 
bullish and bearish market sentiment, especially in equities 
and fixed  income. With regards to substrategy performance, 
trend following was mixed (and flat on aggregate) with hybrid 
managers outperforming “standard” approaches. R egarding 
diversifying strategies, on aggregate, all substrategies 
 ended the year in positive territory. Short-term trading had 
a  particularly strong year, but fundamental and VIX trading 
 managers also contributed positively to overall performance.

4.2 RPM GALAXY FUND

The RPM Galaxy Fund is a concentrated portfolio of three 
systematic CTAs. The fund is suited for investors looking for 
classic CTA exposure but with better diversification. The core 
of the portfolio is trend following with short-term trading as a 
diversifier. The fund trades at a target of 17% annual volatility.

In 2018, RPM Galaxy (C EUR) was down 25.4% with 

 losses  generated in all sectors except for energies, but most 

 prominently in equities. In short, trend following  managers 
were not quick enough to adjust equity exposure in  response 
to market dynamics, especially in the fourth quarter,  whereas 
the existing short-term trader was out of sync with the 
 prevailing frequency of market swings. Thus, performance 
was negative across managers and substrategies.
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4.3 RISK ADJUSTMENTS

RPM monitors market data and positions daily and responds 
to risk and opportunities as they occur. Because RPM utilizes 
separately managed accounts (SMAs), portfolio adjustments 
can be made quickly when necessary. Compared to fund-of-
funds without access to position data and daily liquidity, SMAs 
provide an opportunity for RPM to add value more than what 

can be made from manager selection and static allocations 
alone. 

In 2018, we conducted two risk adjustments, i.e. a risk 

decrease and substrategy shift in Feb-18 and  another 

 substrategy adjustment at year-end.
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FIGURE 14

RPM Evolving F EUR and Galaxy 
C EUR risk in-/decreases and sub 
strategy shifts in 2018, daily data

In Jan-18, CTAs and RPM funds had enjoyed strong 
 performance from trends in equities, energies, and bonds. 
RPM Galaxy was up 4.2% while the RPM Evolving CTA Fund 
made a st aggering 13.3%. Consequently, in  Evolving,  portfolio 
risks were  approximately 10% above their long-term  average 
levels. Since Dec-17, the inhouse coordinated  market sell-off 
indicator ( CoMaSe™) had warned of an e nvironment where 
sudden, violent, and broad-based sell-offs were more likely 
than  otherwise. Additionally,  after the strong trend  environment 
in Jan-18, RPM’s measure of TSMOM (i.e. MDI) had reached 
elevated levels not seen since second half of 2014, i ndicating 
possibly overextended trends. These i ndicators combined 
prompted RPM to react at month-end. Going into Feb-18, in 

Evolving, overall portfolio risk was  decreased by roughly 20%. 
Furthermore, weights were shifted  horizontally away from 
trend following towards  diversifying strategies. Risk was put 
back on by mid-Feb  after  approximately two weeks. In  Galaxy, 
portfolio risks were still/already below long-term  average levels 
and, thus, only the horizontal substrategy shift was c onducted 
by i ncreasing the existing short-term trader’s  allocation. In 

 Evolving the vertical leverage  adjustment as well as the 

portfolio shift were positive,  together  contributing 137bps 

to overall performance. However, in  Galaxy, i ncreasing short-
term  trading was less beneficial as the  manager in  question 
switched equity  positions on the very day  before the sell-off. 
Thus, in Galaxy, the horizontal a djustment was negative 

 subtracting 75bps from the  portfolio’s overall p erformance.

Mid-December, portfolio risks were above average  levels, 
incl. diversified VaR, stress risks, and position sizes. In RPM 
Evolving, positions were relatively concentrated,  dominated by 
short US Treasuries together with long US dollar vs. short euro, 
and short US and EU equities. The FOMC meeting on Dec 19th 
was also  surrounded by some uncertainty, making the US 
bond  position vul nerable. Finally, several of the  diversifying 
managers had signaled a significant reduction in their risk 
 taking heading into the illiquid year-end period, increasing 
the relative allocation to trend  following strategies. In RPM 

 Evolving, these factors  combined prompted us to reduce 

overall risk and reduce  position  concentration by reducing 

the allocation to long-term trend  following. As of December 

31st, this horizontal portfolio shift has added another 165bps 

to overall performance, thus, h elping to keep the portfolio in 

positive territory by year-end.
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5 OUTLOOK FOR 2019

Managed Futures profit from both large upswings and 

 slowdowns in economic activity. Furthermore, during 

( extended) financial market crises, CTAs tend to outperform 

other investment styles delivering so-called “crisis alpha”. 
However, periods around business cycle turning points are 
typically less attractive from an absolute return perspective 
(see Figure 15).

In 2008, during the violent downturn, CTAs delivered stellar 
performance. 2009 was marked by weak performance which 
coincided with the trough of the business  cycle. In 2010, 
 economic activity as well as CTA performance  rebounded 

 noticeably. In 2011, 2012, and 2013, passing through an 
 extended sideways period, performance declined. Thr oughout 
2014, economic activity picked up again; performance 
 followed suit. In 2015, the business cycle made  another 
t urnaround, but the slowdown petered out before e conomic 
a ctivity  rebounded once again in 2016. In late 2018, the 
 current cycle has reached its peak. However, this 3-year 
up-and-down-move was neither pronounced nor  sustained 
enough for CTAs to  efficiently profit from it; CTA benchmark 
performance was rather mediocre in 2016, 2017, and this 
year as well.5 

From a macro perspective, there is  widespread a greement 

that 2018 was as good as it gets. In 2019, the global 

e conomy is expected to enter a (cyclical) slowdown. In fact, 
some research institutes such as Capital Economics (CE) and 
the Economic Cycle Research Institute (ECRI) believe that the 
slowdown has already started, i.e. “US slowdown is now a fact, 
not a forecast” (ECRI 2018-10-24); “(…) direction of travel 
 suggests that a synchronized slowdown is now underway” (CE 
2019-01-04). Analysts’ opinions only differ with regards to the 

magnitude of the coming  downturn. For example, G oldman 
Sachs (2018-11-19) only  expects a modest decline in activity 

(“The global economy looks poised to slow moderately from 
3.8% in 2018 to 3.5% next year (…)” whereas the IMF in Oct-
18 warns that “downside risks to g lobal growth have risen in 
the past six months and the potential for upside surprises has 
receded”. CE (2018-12-14) are even more  pessimistic (“US to 
slow sharply”, “Further slowdown in China”, “Euro-zone growth 
to slow amidst worries about Italy” etc.) going below the IMF’s 
global growth forecast for 2019. 

5. Furthermore, the accompanying bullish market moves in the second half of the cycle were overshadowed by (geo)political turmoil creating a difficult trading 
environment for CTAs.

-4%

-2%

0%

2%

4%

6%

Barclay CTA (ex T-Bill) Forecast US GDP

Trough of business cycle

Managed Futures 
performance deteriorates

during sideways move.

Managed Futures profit from both 
slowdowns and upswings in 

economic activity.

”Calm times” around business 
cycle turning points are typically 

not so good.

New business cycle 
peak in 2018Q3

FIGURE 15

CTA performance (i.e. 4-quarter 
rolling average of Barclay CTA Index 
minus the risk-free rate) and the US 
business cycle (in terms of 4-quarter 
rolling GDP annualized growth rates), 
quarterly data. 2018Q4 value is the 
GDPNow model forecast for real 
GDP growth (seasonally adjusted 
 annualized rate) from January 8th, 
2019, as provided by the Atlanta 
Fed. 2019 and 2020 quarterly values 
are based on Capital Economics’ 
(seasonal adjusted annualized rates) 
forecast as of 2018-12-12. Sources: 
Barclay Hedge, Bloomberg, Federal 
Reserve Bank of Atlanta, and Capital 
Economics.
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Whether or not the approaching slowdown will turn into a 
full-blown recession will depend on multiple factors such 
as a  potential collapse in asset prices due to tighter-than- 
expected monetary policies amidst higher inflation, weakness 
in e merging markets amid a possible “hard landing” in China, 
or a major escalation in trade protection measures etc. One 
thing everybody agrees on though is that policymakers have 
little ammunition left to weather a coming storm. 

Regarding CTA performance going forward, CTAs tend to 

perform better in economic slowdowns than during  upswings 

as the corresponding market moves are often more robust 

(i.e. more TSMOM). However, if the coming downturn is only 
modest resulting in another sideways move on the curve, one 
cannot expect great things from the industry. If the looming 
slowdown in economic activity should turn into a recession or 
even a financial crisis, then, CTAs should be able to profit from 
a wide range of strong market trends. The  return of market 
volatility this year already looks promising. At the very least, 
2019 is going to be interesting.

6 PERFORMANCE STATISTICS 2018

TABLE 1  - RPM portfolios versus selected Managed Futures benchmarks in 
2017, monthly data. Source: BarclayHedge
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FIGURE 16

RPM portfolios vs. CTA benchmarks 
in 2018, monthly data, volatility 
a djusted. Source: Barclay Hedge, 
RPM

TABLE 1

RPM portfolios versus selected 
Managed Futures benchmarks in 
2018, monthly data. Source: Barclay 
Hedge, RPM

Absolute Return      
2018

Ann. Volatility 
3YTD

RPM Evolving CTA Fund (EUR) +1.6% 15.5%

RPM Galaxy (EUR) -25.4% 20.8%

Barclay BTOP50 Index -4.7% 6.6%

Barclay CTA Index -2.7% 4.1%

SG CTA Index -5.8% 8.5%



Yearly Performance Review 2018

RPM Risk & Portfolio Management AB
PHONE +46 8 440 69 00 ADDRESS Linnégatan 6, SE-114 47 Stockholm, SWEDEN 
E-MAIL info@rpm.se WEB www.rpm.se ; www.rpmfonder.se

IMPORTANT INFORMATION: This material is issued by RPM Risk & Portfolio 
Management AB (“we” and/or “us”). We are registered in Sweden with 
company number 556254-9039 and have our office at Brahegatan 2, SE-114 
37 Stockholm, Sweden. We are authorised and regulated by Finansinspe-
ktionen (the Swedish Financial Supervisory Authority). 

This material is issued by us only to and/or is directed only at persons 
who are professional clients or eligible counterparties. To the extent that 
investments and/or investment services are referred to herein, they are 
only available to such persons and other persons should not act or rely 
on the information contained herein. In particular, any investments and 
investment services are not intended for persons who are retail clients 
and will not be made available to retail clients. The information contained 
herein is intended only for the person or entity to which it is directed and 
may contain confidential and/or privileged material. Any retransmission, 
dissemination or other unauthorised use of this information by any person 
or entity is strictly prohibited. If you have received this communication in 
error, please contact the sender immediately and delete this material in its 
entirety. 

This material contains general information about us and is not intended 
to constitute an offer or solicitation of an investment or service in any 
jurisdiction in which such an offer or solicitation is not authorised or to 
any person to whom it is unlawful to make such an offer or solicitation. 
However, the distribution of information contained in this material in cer-
tain countries may be restricted by law and persons are required to inform 
themselves and to comply with any such restrictions. Persons interested 
in receiving further information about any investment or service should 
inform themselves as to: (i) the legal requirements within the countries of 
their nationality, residence, ordinary residence or domicile; (ii) any foreign 
exchange control requirement which they might encounter; and (iii) the 
income tax and other tax consequences which might be relevant. Nothing 
contained herein constitutes investment, legal, tax or other advice, nor 
is it to be relied upon when making investment or other decisions. You 
should obtain relevant and specific professional advice before making any 
decision to enter into an investment transaction. An application for shares 
in any investment fund to which we provide investment advisory services 
or any other service should only be made having read fully the relevant 
prospectus. It is your responsibility to use such prospectus and by making 
an application you will be deemed to represent that you have read such 
prospectus and agree to be bound by its contents. 

This material may contain projections or other forward-looking statements. 
These forward-looking statements are based on our current expectations 
and beliefs about future events as of the date of this material. As with 
any projection or forecast, they are inherently susceptible to uncertainty 
and changes in circumstances, and we are under no obligation to, and 
expressly disclaims any obligation to, update or alter any forward-looking 
statements whether as a result of such changes, new information, subse-
quent events or otherwise.

The information contained herein is based on sources that we believe to be 
reliable but no representation or warranty, expressed or implied, is made 
as to its accuracy, completeness or correctness.

To the extent this material contains past performance information, past 
performance may not be repeated and should not be seen as a guide to  
future performance. The value of the investments and the income 
therefrom may go down as well as up and investors may not get back the 
original amount invested. Your capital could be at risk. You are not certain 
to make money from your investments and you may lose money. Exchange 
rates may cause the value of overseas investments and the income there-
from to rise and fall.

European SICAV Alliance

This material is not intended as and is not to be taken as an offer or solicita-
tion to make an investment in European SICAV Alliance (the “Funds”) in any 
jurisdiction in which such an offer or solicitation is not authorised or to any 
person to whom it is unlawful to make such an offer or solicitation. However, 
the distribution of information contained in this material in certain countries 
may be restricted by law and persons are required to inform themselves and 
to comply with any such restrictions. Persons interested in receiving further 
information about the Fund should inform themselves as to: (i) the legal re-
quirements within the countries of their nationality, residence, ordinary resi-
dence or domicile; (ii) any foreign exchange control requirement which they 
might encounter; and (iii) the income tax and other tax consequences which 
might be relevant. Nothing contained herein constitutes investment, legal, 
tax or other advice, nor is it to be relied upon when making investment or 
other decisions. You should obtain relevant and specific professional advice 
before making any decision to enter into an investment transaction. We do 
not provide investment advice to, nor receives and transmits orders from, 
investors in the Funds nor does RPM carry on any other activities for investors 
in the Funds that constitute investment services and activities or ancillary 
services pursuant to the Markets in Financial Instruments Directive. An appli-
cation for shares in the Funds or any other investment funds to which we pro-
vide investment advisory services or any other service should only be made 
having read fully the relevant Prospectus. It is your responsibility to use such 
Prospectus and by making an application you will be deemed to represent 
that you have read such Prospectus and agree to be bound by its contents.

With respect to Shares distributed in or from Switzerland:
The Representative in Switzerland is First Independent Fund Services Ltd. 
The prospectus, the articles and the annual reports are available to Qualifi 
ed Investors only free of charge from the Representative. In respect of the 
Shares distributed in and from Switzerland to Qualifi ed Investors, place of 
performance and jurisdiction is at the registered offi ce of the Representative.
Paying Agent: NPB Neue Privat Bank AG, Limmatquai 1, 8022 Zurich.

With respect to Shares distributed in or from Austria:
NEITHER EUROPEAN SICAV ALLIANCE AS ALTERNATIVE INVESTMENT FUND (AIF) NOR 
RPM RISK & PORTFOLIO MANAGEMENT AB AS ALTERNATIVE INVESTMENT FUND 
MANAGER (AIFM) ARE SUBJECT TO SUPERVISION OF THE AUSTRIAN FINANCIAL 
MARKET AUTHORITY OR ANY OTHER AUSTRIAN AUTHORITY.  WHILE THE AIF IS EX-
CLUSIVELY SUBJECT TO SUPERVISION OF THE COMMISSION DE SURVEILLANCE DU 
SECTEUR FINANCIER IN LUXEMBOURG (CSSF), THE AIFM IS EXCLUSIVELY SUBJECT 
TO SUPERVISION OF THE FINANSINSPEKTIONEN IN SWEDEN. NEITHER A PROSPEC-
TUS, NOR ANY OTHER DOCUMENTS HAVE BEEN CHECKED BY THE AUSTRIAN FI-
NANCIAL MARKET AUTHORITY OR ANY OTHER AUSTRIAN AUTHORITY. THE AUSTRIAN 
FINANCIAL MARKET AUTHORITY OR ANY OTHER AUSTRIAN AUTHORITY CAN NOT BE 
HELD RESPONSIBLE FOR THE ACCURACY OR COMPLETENESS OF THE SUBMITTED 

MARKETING INFORMATION.

The transactions in which the Funds will engage involve significant risks. No 
assurance can be given that investors in Funds will realize a profit on their 
investments. Moreover, investors may lose all or some of their investments. 
Because of the nature of the trading activities, the results of the Fund’s op-
erations may fluctuate from month to month and from period to period. Ac-
cordingly, investors should understand that the results of a particular period 
will not necessarily be indicative of results in future periods.

THIS MATERIAL IS NOT SUITABLE FOR US INVESTORS.


