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GURE 1: Evolution CTA Index
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GENERAL

Hedge
Global Fund FoF CTA Graveyard Contact

Number of 1104 15114 25162
reporting funds
Number of

reporting
management

Companies
Number of funds
added this month

Number of funds
added in
previous month

Annual refreshes 24 24 24 24 24 1z

Cost (annual uso uso UsSD UsD uso ush
subscription) &,000 4,200 2,000 3,000 4,000 4,200

DISTRIBUTION

Managers 59.20% 538.81% 50.239% 60.628% 68.25% 60.988%0
domiciled in USA

Managers 24.80% 22.40% 28.76% 28.33% 18.46% 19.71%
domiciled in

Europe

Managers
domiciled in
Caribbean

Managers
domiciled in Rest
of World

Funds domiciled
in LUSA

Funds domiciled 26.73%
in Europe

Funds domiciled 34,470
in Caribbean
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Asset Allocation

a) Strategic Asset Allocation

b) Tactical Asset Allocation

Manager Selection

Security Selection




Systematic risk Idiosyncratic risk

Strategic Asset Allocation

Beta Indexing: compensation
for taking systematic risk

Tactical Asset Allocation | Traditional active: alpha from

Alpha TAA: alpha from Security Selection

timing systematic risk factors

Similar to Stockton and Shtekhman (2010)
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Table 4: Results Time Series Trend Decomposition

Cutoff value
Upward trends Downward trends

Russell 3000

Barclays US Aggregate

Bond Index GSCI Agricultural
Commodities GSCI Energy
GSCI All Metals
Trade-weighted USD

0.1904
0.0256
0.1385
0.2390
0.1061
0.0461

-0.1022
-0.0463
-0.1958
-0.1971
-0.1601
-0.0425

Note: The table reports the results from the trend decomposition al-
gorithm. Trends are treated asymmetrically such that the cutoff values
correspond to the 1% percentile of biggest positive and negative trends
identified by the algorithm.
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Note: This figure reports the market classification when using monthly
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T (1) our modified model of CTAs
(2) Original HM model
(3) Bollen-Busse model (HM (1) (2) (3)
with daily data, excess-return- 0. 000 %** 0.000 0.000%*
pased 0) 0) ©0)
Equities
Equit  -0.161%** -0.126%** -0, 13 4%
(0.031) (0.032) (0.041)
Equit*Dx 0.152%%* 0.018 0.008
(0.044) (0.044) (0.065)
Bonds
Bonds  -0.568%%* 0.343%* 0.678%**
(0.169) (0.136) (0.184)
Bonds*D:  2.026%%* 0.730%** -0.127
(0.219) (0.229) (0.323)
Agricultural Commodities
Agri -0.045 -0.017 0.020
(0.034) (0.031) (0.04)
Agri*Dy 0.128%** 0.080%* 0.018
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| Energy
Energy
Energy*Dx
Metals
Metals
Metals*Dy
:
i Currencies
Currencies
Currencies*D

# of observations
Adjusted R-squared
F-statistic

-0.027
(0.024)
0.183 %%k
(0.028)

0.018
(0.044)
0.161 %%
(0.048)

-0.500%%*
(0.121)
1.099%**

(0.167)

4796
12.23%
56.67

0.059% %k
(0.018)
0.053*
(0.028)

0.128%%*
(0.034)
0.011
(0.043)

-0.059
(0.119)
0.258
(0.173)

4796
5.06%
21.23

0.088%**
(0.025)
-0.017
(0.041)

0.197%%*
(0.041)
-0.139
(0.061)

0.009
(0.149)
0.083
(0.25)

4796
4.18%
18.43

42

*p < 0.1, ** p < 0.05 *** p < 0.01. Newey-West standard errors in
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Table 3: Macroeconomic Control Variables

Imnearl

st. dev.

min

max

Dividend yield
Term spread
Quality spread
Risk-free rate

0.0189
0.0175
0.0098
0.0306

0.0052
0.0117
0.0046
0.0206

0.0105

-0.0077

0.0050
0

0.0407
0.0387
0.0350
0.0624

Note: The term spread is calculated as the difference be-
tween the US Treasury 10 year yield and the (annualised) 3
month US T-Bill yield. The latter also serves as the risk-
free rate. The quality spread is the difference between the
US Corporate Bonds Moody’s Seasoned AAA and the US
corporate Bonds Moody’s seasoned BAA rate. Data from
Datastream. The dividend yield is the daily dividend yield
of the S&P 500. Data obtained from Bloomberg.




Table 9: Results Tests for Market Timing Ability - Conditional Performance

@ ®) ©
Dependent variable Equal-weighted index
Constant -0.0003%** 0.0000 0.0003*
(0.0001) (0.0001) (0.0002)
Equities
Russell 3000 -0.1894%** -0.1284%*** -0.1091**
(0.0356) (0.0372) (0.0441)
Timing coefficient Q1 rre: 0.0245 -0.0343
(0.0420) (0.0420) (0.0621)
Bonds and interest rates
Barclays US Aggregate Bond Index  -0.3239* (.55 4*** (.Bo1h***
(0.1673) (0.1383) (0.1792)
Timing coefficient 1.8600%** 0.7050*** -0.0979
(0.2122) (0.2298) (0.2991)
Agricultural commodities
GSCI Agricultural commodities -0.0352 0.0185 0.0581
(0.0369) (0.0327) (0.0401)
Timing coefficient 0.1493*** 0.0804** 0.0140
(0.0399) (0.0372) (0.0570)
Energy
GSCI Energy -0.0198 HOGEIRr = DR
(0.0276) (0.0232) (0.0274)
Timing coefficient gaa47ee* 0.0177 -0.0178
(0.0285) (0.0270) (0.0390)




e TS e TSR . Sl s  SSSSleeRsE SRRl TS

Metals
GSCI All Metals 0.0049 08 ¥ ) 0.16870%+*
(0.0499) (0.0390) (0.0437)
Timing coefficient ) 1Ak -0.0112 -0.1228**
(0.0469) (0.0415) (0.0584)
Currencies
Trade-weighted USD A).5hh4r** -0.1911 A2V57
(0.1406) (0.1446) (0.1810)
Timing coefficient 0.9486%** B.2811* 0.2750
(0.1551) (0.1619) (0.2378)
Includes:
Lagged market returns yes yes yes
Controls for public information yes yes yes
Observations 4797 4797 4797
R? 18.78% 12.88% 11.88%
Adjusted-R? 18.06% 12.10% 11.10%
F-statistic 26.17 16.73 15.26
*p o< 0.1, p < 0.05 7 p < 0.01. Newey-West standard errors in parentheses.
Note: The vector of control variables contains the market indices interacted with
lagged values of the risk-free rate, term spread, quality spread and, dividend yield.







