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THE INVESTMENT PROGRAM DESCRIBED HEREIN IS SPECULATIVE, INVOLVES SUBSTANTIAL RISK AND IS NOT SUITABLE FOR ALL
INVESTORS. NO REPRESENTATION IS BEING MADE THAT ANY INVESTOR WILL OR IS LIKELY TO ACHIEVE SIMILAR RESULTS.
PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS.

Are Trend Strategies Dead?
I NV E ST M EN T PARTNE RS

Many investors have asked us this question given the lackluster, and frankly disappointing, 
performance of many of their Trend managers prior to 2019.

Industry observers have opined on this as well, and they sometimes attribute disappointing 
performance to things like: too much capital in the strategy, lower levels of overall market volatility, 
the effects of quantitative easing, and myriad other reasons.

With little specificity around the answers, we decided to conduct some research and draw our own 
conclusions.

Our Process

• We started with a simple trend strategy that we felt was generally representative of the industry, 
and applied it to 25 years of price data across equity indices, interest rates, currencies and 
commodities.(1)

• We then developed a novel method of identifying the “opportunity set” this model is responding 
to and representative of what one would identify as dominant trends when reviewing price data 
with the benefit of hindsight.

• This allowed us to decompose performance into two components:
• A hindsight-informed raw opportunity set that is not fully capturable in practice
• A capture metric that quantifies over a specified time window what percentage of this 

opportunity set could be captured
• From this we sought to answer two questions:

• How has the trend opportunity set evolved over time?
• How has a simple trend strategy’s ability to capture this opportunity set been diminished 

in the last several years?

Our Findings

Our conclusions are reassuring. The Trend 
opportunity set has been relatively 
consistent throughout the past 25 years. 
With perfect hindsight, the opportunity on 
an annual basis has ranged from 60% to 
90% per annum for a strategy with a target 
vol of 10%. See Chart 1.

Obviously we cannot trade with perfect 
hindsight and through time. Even the best 
Trend strategies are by definition late to 
enter a trend and exit once a peak or trough 
has passed. Said differently, we only expect 
a strategy to capture a small percentage of 
the opportunity set.
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Chart 1

(1) Simple trend strategy performance based on hypothetical results. Please see last page for more information.
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Our Findings (continued)

On average based upon the implementation we chose, this 
percentage was in the low teens.

That said, the simple strategy, albeit designed with some 
benefit of history, was profitable 21 of 25 years, and every year 
since 2012. See Table 2.

Its average return was 8.1% for a portfolio that was run with a 
10% annual vol, a compelling IR for a strategy that has zero 
correlation to the equity markets and is highly liquid.

Our study also shows that the capture rate varies through time 
and that the recent rate of capture has been low. See Chart 3. 
This would be consistent with lower return in the space. 
However, the recent period of low capture, and lower returns, is 
not at all remarkable when viewed over a 25-year period.

Year
Strategy
Return(1)

1994 -9.0%

1995 25.0%

1996 16.7%

1997 15.6%

1998 18.0%

1999 6.0%

2000 6.4%

2001 12.4%

2002 19.2%

2003 19.0%

2004 -1.8%

2005 -0.9%

2006 6.6%

2007 9.1%

2008 31.9%

2009 4.2%

2010 8.3%

2011 3.8%

2012 -6.4%

2013 2.7%

2014 13.7%

2015 3.6%

2016 6.4%

2017 2.2%

2018 0.7%
Ann. Total 

Return 8.1%

Table 2
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Chart 3

Despite the recent move to de-allocate to Trend strategies, we believe they continue to offer value 
in portfolio construction and have the potential to generate good returns while providing 
diversification to long equities. Nothing in our study would indicate to us that trend strategies are 
“dead”!

If you would like to learn more, please reach out to Neal Howe to schedule a call with our team to learn more about 
the study.

Neal Howe
Partner & Director of Investor Solutions

(646) 746-8076
nhowe@welton.com
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HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS
BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY
SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR
INVESTMENT PROGRAM. ONE OF THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE
BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN
COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR ADHERE TO
A PARTICULAR INVESTMENT PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING
RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC
INVESTMENT PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF
WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.

The information contained herein is not for retail investors but intended for use by institutional and professional investors including “Qualified
Purchaser” within the meaning of the 1940 Act which also qualifies it for the status of “Qualified Eligible Person” under CFTC Regulation 4.7. This
document is not a solicitation for investment. Such investment is only offered on the basis of information and representations made in the
appropriate offering documentation. This brochure or account document is not required to be, and has not been, filed with the U.S. Securities
Exchange Commission nor the Commodity Futures Trading Commission. No U.S. commission has passed upon the merits of participating in the
investment program or upon the adequacy or accuracy of this document. Consequently, no U.S. commission has reviewed or approved this
investment program or this document. Each potential investor should carefully consider the risks of the product. Detailed information on risk can be
found in the appropriate offering documentation. An investment should only be made by those persons who could sustain a loss on their investment
and is only suitable for qualified investors.

Welton serves clients that are invested across a variety of different investment programs. The specific program(s) (and its/their associated
performance) presented in this document was selected based on perceived interest in this program(s), while investment programs of lessor perceived
interest were excluded. Performance for Welton’s clients and investors in those other investment programs is materially different compared to the
results for the specific program(s) discussed here.

Benchmarks and indices are shown for illustrative purposes only, may not be available for direct investment, are unmanaged, assume reinvestment of
income, and have limitations when used for comparison or other purposes because they may have volatility, credit, or other material characteristics
(such as number and types of securities) that are different from the product. The benchmarks and financial indices are used herein as indicators of
market performance and for purposes of comparison. This comparison should not be understood to mean that there will necessarily be a correlation
between the return of the program and these benchmarks since the constitution and risks associated with each benchmark or index may be
significantly different. Accordingly, no representation or warranty is made as to the sufficiency, relevance, importance, appropriateness,
completeness, or comprehensiveness of such comparison for any specific purpose.

Welton Investment Partners LLC is a Delaware limited liability company that provides investment advisory and day‐to‐day operational services
previously assumed by Welton Investment Corporation, its predecessor, which itself merged from a California corporation originally formed in 1988.
Welton Investment Partners is a signatory to the Standards Board for Alternative Investments (SBAI) Best Practice Standards in relation to disclosure,
valuation, risk management and fund governance.. WIP_Are_Trend_Strategies_Dead_(summary)_a_190919F


