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US Presidential Elections Special 

Historically, the first three quarters during US presidential election years have been difficult 
for CTAs. However, the 4th quarters have, on average, strongly outperformed. There are good 
reasons for this. 

 

CTA performance during election years 

First observation: CTA performance during US presidential election years have on average 
been worse than other years. 

Second observation: CTA performance during the 4th quarter of US election years have on 
average been significantly better than other years. 

The graph below shows the BTOP 50 average and median excess returns during election 
years and non-election years plus the average and median excess returns during the 4th 
quarter. 

“Excess returns” are the actual monthly returns minus the 3-month US interest rate. 

 

 

Notably, the average Q4 excess return has been 5.0% during US election years and 1.2% all 
other years, since 1990. 

This makes intuitive sense, as most elections have been associated with initial uncertainty 
and erratic market movements. However, as the election moves closer, polls may gradually 
reduce uncertainty and when the election result is in, markets typically regain directionality. 



There are exceptions, i.e. when the Barclay BTOP 50 has generated negative returns during 
4th quarters. 2016 is the worst example: the index lost (in actual terms) 2.6%, mostly in 
October. 

The average of the actual positive returns for the winning 4th quarters during election years 
is 11.3%. The corresponding average loss is 1.7%. 

 

Time Series Momentum in election years 

Time Series Momentum (TSMOM*) is the principal risk factor behind CTA returns. The graph 
below plots TSMOM since 1992 with all US presidential election years shaded. Falling and 
low TSMOM is strongly associated with weak CTA performance while rising and high TSMOM 
is associated with strong CTA performance. 

 

 

 

Notably, all election years have had low, falling and/or erratic TSMOM most of the year 
(which explains the lower than average annual performance) but ended the year on a strong 
note which explains the superior 4th quarter performance. 1992 is the only exception. 

  



 

US election years are different 

Election years seem to differ from other years as illustrated by the graphs below. In non-
election years, December has, on average, been the strongest month, followed by September. 
In election years, November has been the strongest month followed by October. 

 

 

 

So far, in 2020, CTA performance is in line with how CTAs have performed historically during 
the first three quarters in election years, albeit somewhat better, despite the dislocations 
caused by the Corona-virus pandemic. 



  

 

RPM Evolving CTA Fund 

The Evolving CTA fund commenced trading in March 2013 and has thus only been active 
during one US election year: the surprise Trump victory in 2016. October 2016 was a difficult 
month also for Evolving, but the fund made 6.3% from the election day until year-end. 

Overall, the Evolving fund has outperformed the benchmark index with approximately 3% p.a. 
in common currency terms, which was also the target set in 2013. 

In a year when nothing seems ordinary, at least CTA returns have followed a familiar pattern 
so far. We hope and expect that this will continue into the fourth quarter.  

 



 

Note: RPM Evolving CTA Fund F (EUR) was used to calculate the USD version above by subtracting the 
EUR 3-month rate from actual monthly returns and adding the USD 3-month rate. The Barclay BTOP 50 
CTA index is calculated in USD.  

 

Outlook 

At the time of writing, the TSMOM/MDI reading is close to 1 standard deviation below its 
long-term average after having exhibited an erratic sideways to negative move since early 
August. This has been mostly negative for CTAs, and it signals an increased level of 
uncertainty and nervousness in markets. Looking forward, these periods often precede 
periods of strong TSMOM. An MDI reading below -1 standard deviation is – all other things 
ignored – a CTA buy signal. 

The upcoming US election certainly accounts for some of the uncertainty. The narrative of a 
V-shaped recovery from the pandemic is still alive and well in the US and supported by 
incoming data. China seems to lift most, if not all, restrictions. The historical precedents, the 
recent market behaviour coupled with the upcoming closure of the Brexit mess and the US 
election, increase the probability of a CTA-friendly market environment during the rest of the 
year. 

 

For more information, please contact Per Ivarsson, +4684406932, Mikael Stenbom, 
+4684406910 or by e-mail firstname@rpm.se. 

 

*Time Series Momentum (TSMOM) is a risk factor first identified by Moskowitz et. al. in 2011. RPM’s 
method of calculating TSMOM is called MDI and based on the ratio of absolute price move and 
volatility for a wide array of markets and timeframes. The long-term correlation of MDI and the 
performance of the SocGen CTA Index is 0.73, calculated on daily observations. 



DISCLAIMER 

This material is issued by RPM Risk & Portfolio Management AB (“RPM”, “we” and/or “us”). We are registered in Sweden with 
company number 556254-9039 and have our office at Linnégatan 6, SE-114 47 Stockholm, Sweden. We are authorised and 
regulated by Finansinspektionen (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. The 
Fund (as defined below) and any investment services referred to herein, 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 is not intended as and is not to be taken as an offer or solicitation to make an investment in European SICAV Alliance 
– RPM Evolving CTA Fund (the “Fund”) 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 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. We do not 
provide investment advice to, nor receives and transmits orders from, investors in the Fund nor does RPM carry on any other 
activities for investors in the Fund that constitute investment services and activities or ancillary services pursuant to the Markets 
in Financial Instruments Directive. An application for shares in the Fund or any other 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. 
 
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.  
 
The transactions in which the Fund will engage involve significant risks. No assurance can be given that investors in Fund 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 operations may fluctuate from month to month and from period to period. Accordingly, 
investors should understand that the results of a particular period will not necessarily be indicative of results in future periods. 
 
With respect to Shares distributed in or from Switzerland:  
The Representative in Switzerland is First Independent Fund Services Ltd, Klausstrasse 33, CH-8008 Zürich, Switzerland. The 
prospectus, the articles and the annual reports are available to Qualified Investors only free of charge from the Representative. In 
respect of the Shares distributed in and from Switzerland to Qualified Investors, place of performance and jurisdiction is at the 
registered office of the Representative. Paying Agent: NPB Neue Privat Bank AG, Limmatquai 1, 8024 Zurich. 
 
 
THIS MATERIAL IS NOT SUITABLE FOR US INVESTORS. 

 


