
No one can really know what will be the long-term 
consequences of the recent market and economic 
turmoil. Aspect Capital holds the view that the 

next decade could be much tougher than the last one 
for investors who have recently enjoyed historically 
extraordinary returns from the very simple strategy of 
buying and holding equities and bonds on a long only 
basis. The firm has authored an insight paper entitled 
“The Return of Stagflation: Post-Pandemic Implications 
for Asset Owners”. One potential game changer is that 
broken supply chains may reverse the megatrend of peak 
globalization. A return to 1970s style stagflation could 
result in negative returns for both equities and bonds, and 
create a more promising climate for various systematic 
strategies. 

Yet Aspect is also open minded about the possibility 
that some systematic strategies might also diverge from 
recent history. “We are rethinking whether changes in 
human behaviour will mean that the heuristics of the past 
30 years, such as “buying the dip, will still be valid”, says 
Razvan Remsing, Director of Investment Solutions, who 
joined Aspect nearly 10years ago and has participated in 
HedgeNordic’s roundtable on CTAs several times.
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Indeed, it is possible that financial market regimes 
have radically changed. “The Coronavirus crisis is not 
a financial crisis per se. It is a wholesale economic 
shutdown, and is a unique unprecedented crisis as 
measured by the speed of the crash, and the extent of 
the liquidation, by both systematic and discretionary 
managers, which has dwarfed anything seen in 2008”, he 
continues.

 
LIQUIDITY 

The liquidation panic was manageable from a trading 
perspective: “liquidity did get stretched, but we were 
able to trade everything. It cost more in March, even in 
Treasury markets, where bid/offer spreads blew out to 8 
times the normal level”, says Remsing. The worst liquidity 
was seen in emerging market interest rate swaps, but 
here Aspect benefitted from having multiple trading 
counterparties. The model is to ask each counterparty 
for a two-way quote, which results in an aggregated 
bid/offer spread narrower than the individual quotes. 
“We typically get responses from 6-8 counterparties, 
but sometimes only got two or three back in March”, 
he recalls. Overall, despite trading three times as much 
as an average month, the bleed rate per day of trading 
was only twice as high. As of May, “spreads have now 
narrowed, but the order book is not quite back to where 
it was”, says Remsing.

 
A HIGH SPEED CRASH

The extra trading costs did not prevent many CTAs from 
generating positive returns, but the crisis has thrown 
into sharp relief the differences between how systematic 
strategies performed. Given the speed of the crash, it 
is unsurprising that short term traders have somewhat 
outperformed traditional trend following CTAs: Societe 
Generale’s SG Short-Term Traders Index advanced 4.3% 
in 2020 to April while the SG Trend Index was up 2.47%.

Similarly, at Aspect, their shorter-term trading strategy, 
the Aspect Tactical Opportunities Program was up 
11.86% as at end of April while the medium-term flagship 
Aspect Diversified (which is around 80% trend) was flat.

Aspect Core Diversified HV was still nimble enough to 
have rotated from a risk on to a risk off stance over the 
first quarter. “We started 2020 as risk on as you can 
get, long of equities and, commodities, with very little 
in normal defensive fixed income plays. As US equities 
made an all time high in February 21, our first moves 
away from risk came in other asset classes: oil had 
already entered a bear market in January, and industrial 
metals had already turned. By the end of January, we had 
also started rebuilding longs in bonds. Between February 
21 and March 10, we were just cutting risk, losing on 
equities but making up for it on other asset classes”.

The mechanics are worth investigating here: “the trend 
programs generate signals purely within asset classes. 
The other asset classes did not generate cross-market 
signals to reduce actual equity exposure, but having 
shorts in energy and metals, and longs in bonds and USD, 
did reduce the overall portfolio’s equity beta”, explains 
Remsing. 

Though the trend program repositioned its exposures 
towards a risk-off stance, it did not produce the highest 
returns, partly due to risk management. “The spike in 
volatility also meant that Aspect was reducing position 
sizes across all markets in order to maintain its steady 
volatility target for the trend program. By late February, 
March and April the program was running at below 
average risk”, points out Remsing.

 
RELATIVE VALUE CHALLENGES

Relative value approaches faced headwinds. Some CTAs 
are in effect multi-strategy quantitative funds, running 
trend strategies alongside others including relative value, 
which may help to explain why the SG CTA Index was 
slightly negative at -0.3% for 2020 to April. “Some relative 
value spread strategies were decimated in March, 
particularly where slower moving or static models were 
upset by the new market environment”, says Remsing.  
Aspect’s relative value program, Aspect Systematic 
Global Macro (ASGM), managed to stay in positive 
territory not least because its models are somewhat 
faster than those of other relative value traders. Dynamic 
risk filters shifted exposures, using data not based on 
fundamental data.

OLD OR NEW DATA AND TECHNIQUES?  

Alternative data was also helpful. “ASGM has also 
benefitted from “nowcasting” techniques using real time 
data and sentiment to pick up the lurch into recession 
that could not have been forecast using backward-looking 
data. Nowcasting and natural language processing 
based models showed the economic slowdown before 
the PMI (Purchasing Managers Index) or unemployment 
data even came in. This meant the strategy was to some 
degree able to navigate the regime shift”, he points out. 

By way of contrast, some other new techniques - machine 
learning models - used in some of Aspect’s programs did 
not always adapt well to the market climate in March: 
they lost money in fixed income, and made only small 
amounts in stock indices and energies amid record 
intraday volatility in Treasuries. “Perhaps counter-
intuitively, machine learning works better when things are 
quite stable and does not necessarily cope as well with 
jump-risk or previously unseen things. One hypothesis is 
that large and rapid unwinds of basis trades disrupted 
patterns in bond markets”, says Remsing. ”

Another possibly surprising situation occurred in the 
single stock equity trading that resides in Aspect’s 
alternative risk premia strategy, the Aspect Absolute 
Return program (ARP), where 2,000 equities are traded: 
backward looking fundamental data signals worked 
better than forward looking analyst forecasts. This is 
possibly because the sell side analysts did not update 
their models fast enough or because the near-term 
uncertainty was so high that backward looking financial 
statement data provided a more reliable picture of a 
company’s resilience

Of course, systematic managers regularly reshuffle and 
refine models. The crisis could lead to more extensive 
revision – and even revamping – of both old and new 
models. 
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
2016 0.88% 3.92% 0.42% -2.18% 0.49% -2.50% 0.72% 0.89% 2.54%
2017 -0.54% 1.88% -1.45% 0.09% -0.03% -1.44% -1.52%

Aspect Absolute Return Programme

Live Return: Jul 2017 to Apr 2020

Aspect Systematic Global Macro Programme 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2016 -1.37% -0.86% 1.55% -0.41% 0.60% 3.08% -3.64% -1.11% -2.28%
2017 -4.00% 0.71% -3.34% 0.53% 1.37% 0.57% 3.21% 0.68% -1.89% 2.82% 2.68% 0.21% 3.30%
2018 1.93% 0.39% 4.55% 0.63% -2.02% 2.72% 0.50% -2.01% 1.50% 4.67% -0.22% 1.03% 14.28%
2019 -1.27% -0.94% -0.19% -2.81% 6.45% -3.70% 0.85% 2.52% -1.15% -2.81% -0.16% 0.69% -2.91%
2020 1.28% 5.25% -3.30% -1.42% -0.86%        0.74%

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year 
2017       1.98% 3.34% -3.53% 6.98% 2.84% -0.07% 11.77% 
2018 9.78% -11.59% -0.85% 1.34% -7.21% 1.94% -0.24% 1.53% -0.85% -8.25% -3.52% -0.25% -18.21% 
2019 -2.20% 1.46% 6.01% 4.70% -2.74% 3.28% 3.59% 6.19% -4.79% -3.28% 1.10% -1.35% 11.77% 
2020 -0.79% 2.05% 5.49% -1.15% -2.57%        2.86% 

 

Aspect Core Diversified HV Programme

Aspect Tactical Opportunities Programme
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
2015 3.17% 2.53% 3.43% -3.14% 0.41% -1.36% 1.65% -4.55% -1.00% -1.25% 1.76% -2.53% -1.28%
2016 1.46% -0.66% 0.58% 1.72% -1.14% 0.56% 0.62% 0.26% -0.26% 0.10% 1.75% 0.80% 5.90%
2017 -2.38% 1.02% -0.21% -0.08% -0.38% -2.69% 0.87% 1.31% 2.07% 2.59% 1.92% -0.39% 3.54%
2018 1.11% -1.43% 0.86% -0.10% -3.65% 2.12% -3.47% -0.72% 0.33% 0.98% -1.39% 5.99% 0.26%
2019 -3.00% -1.19% 1.06% 4.02% -5.75% 1.42% 0.03% 2.60% -0.05% -1.00% -1.84% -0.27% -4.26%
2020 2.35% 4.29% 7.29% -2.32% -0.76% 11.01%

Representative Account: May 2016 to Jun 2017

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
2017 -0.39% 0.87% -1.73% 3.56% 0.49% -0.13% 2.60%
2018 0.78% -3.20% 2.85% 2.99% -2.79% 0.70% -0.32% -0.74% 1.17% -5.04% -0.69% -2.68% -7.07%
2019 -0.07% 3.73% -0.30% 2.25% -3.10% 1.66% 1.25% 2.47% 0.21% -1.46% 1.61% -2.00% 6.19%
2020 2.70% -3.55% -1.06% -0.20% 0.09% -2.10%
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Table of Returns Disclaimer

Past performance is not necessarily indicative of future results.

• Aspect Tactical Opportunities started trading on 29th December 2014. Prior to 1st January 2015 there was a short phase-in period when the Programme 
was building up its positions and gaining critical mass which has not been included in the data above. From the 2nd July 2018 the performance shown is 
that of the commingled vehicle that trades the programme. The performance data shown above prior to the launch of the commingled vehicle has not 
been audited. The returns shown are net of a 1% management fee (accrued monthly and paid monthly in arrears) and 20% performance fee (determined 
and debited (if applicable) annually). 

• Aspect Core Diversified HV started trading on 17th July 2017. The returns shown are net of a 1.25% management fee (accrued daily, paid monthly in 
arrears). 

• Aspect Systematic Global Macro started trading on 10th May 2016. The returns shown are net of a 1% management fee (accrued monthly and paid 
monthly in arrears) and 20% performance fee (determined and debited (if applicable) annually). 

• Aspect Absolute Return started trading on 20th May 2016. From 20th May 2016 to June 2017, the returns shown are those of the representative account, 
restated at the management fee and performance fee of the Programme as stated below. The representative account traded a version of the Programme 
that did not include cash equities. From July 2017, the returns reflect the commingled vehicle. The returns shown are net of a 0.75% management fee 
(accrued daily and paid monthly in arrears) and 10% performance fee (determined and debited (if applicable) annually).

The net returns stated for January 2020 onwards have not been audited and include the reinvestment of all sources of earnings. Please note that the 
performance of customised or modified implementations of the Programmes may differ to the performance shown in this article. 



Disclaimer

This material has been prepared by Aspect Capital Limited which is authorised and regulated for investment management by the Financial Conduct Authority ("FCA") in the United Kingdom. Any opinions
expressed are subject to change, are for information purposes only and should not be interpreted as investment advice or a recommendation.

This information has been prepared for circulation to investment professionals who are or would be classified as Professional Clients or Eligible Counterparties under the UK FCA rules and who, if they are US
residents or citizens, are or would be qualified as “Qualified Purchasers” under the US Investment Company Act 1940 and “Qualified Eligible Persons” under the US Commodity Futures Trading Commission
regulations and who if they are resident in Canada are “permitted clients" within the meaning of Canadian securities legislation, and is specifically not intended for any other persons including persons who are or
would be classified as Retail Clients under the UK FCA rules. It is a confidential communication to, and solely for the use of such persons who, as set out above, are permitted to receive it. The information may be
subject to verification or amendment and has been supplied for “information purposes only”. No representation or warranty is made, whether expressly or implied, by Aspect Capital Limited, its Directors or
employees, as to the accuracy or completeness of the information provided. An investor in the Aspect investment programmes may lose all or substantially all of its investment.

This information is neither an offer to sell an interest or otherwise invest in any fund or other investment vehicle including a managed account, sponsored or managed by Aspect Capital Limited whether as
investment manager, commodity trading advisor or otherwise (each, an “Aspect Product”). Any such offer, if made, would be made only by way of the final offering documents, disclosure document and/or
investment management agreement (together "offering documents") of such Aspect Product and only in jurisdictions where, and to such persons to whom, such an offer would be lawful. Any decision to invest in
an Aspect Product should be made only on the basis of consideration of all of the final offering documents in respect of such Aspect Product. Such final offering documents contain important information
concerning risk factors and other material aspects of such Aspect Product and must be read carefully before a decision to invest is made. This information must be accompanied or preceded by the final offering
documents of the relevant Aspect Product. In accepting receipt of the information contained herein all recipients will be taken to have agreed with Aspect Capital Limited not to distribute such information to any
other person save (i) in accordance with the above restrictions, and applicable law and regulation and (ii) without making any changes which would make that information inaccurate or misleading.

To the extent that the term/s "systematic" and/or "automatic" is/are used in this document to describe Aspect Capital Limited's investment strategy and/or a number of related processes, it should be noted that
human discretion is necessarily involved in the development of Aspect Capital Limited's operations (including the Aspect Diversified Programme and other programmes offered by Aspect Capital Limited from time
to time) and in certain circumstances Aspect Capital Limited may also deviate from its automatic systems, for example as a result of external, unforeseen or dramatic events.

Note that any Assets Under Management ("AUM") figure for Aspect Capital Limited detailed in this document includes all AUM managed by Aspect on a discretionary basis. It does not include AUM managed by
Aspect on an non-discretionary basis.

Important Performance Information

An individual investor's performance may differ from the performance results set forth herein due to a number of factors, including (a) timing differences between subscriptions and redemptions, which may result in
some investors being above their high watermark when others are below their high watermark, and (b) different expenses, fees, and other charges paid by investors. Any index presenting the performance of
hedge funds generally or a hedge fund sector may overstate performance and understate volatility because hedge funds generally or those in the reported sector that have not performed well enough are often
excluded from such an index. Performance by sector is intended to be indicative and to give an estimate of winning and losing components of the relevant Aspect programme. Unless otherwise specified, all
performance attribution information is specified on a gross basis. Gross performance attribution information is based on internal estimates of trading profits and losses and does not include management fees, cash
or other expenses. Gross performance is based on information believed to be accurate. It has not been audited by a third party. The performance and other attributes of Aspect Products that are in the form of an
investment fund may differ from those of the programme in which they invest including as a result of fees and expenses payable by such Aspect Products. All data is sourced from Aspect Capital Limited unless
otherwise specified.

Aspect Capital Limited is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cth). Aspect Capital Limited is authorised and regulated under the laws of
the United Kingdom which differ from Australian laws. Aspect Capital Limited is not registered with any securities regulatory authority in Canada.

Certain Aspect Products are distributed in Switzerland. ACOLIN Fund Services AG, Geneva Branch,, with registered office at 6 Cours de Rive, 1204 Geneva (www.acolin.com), is the representative of such Aspect
Products (the "Representative"). The paying agent in Switzerland is Swissquote Bank Limited. The distribution of shares in Aspect Products in Switzerland must exclusively be made to qualified investors. The
place of performance and jurisdiction for shares in those Aspect Products distributed in Switzerland are at the registered office of the Representative.

Aspect Capital Limited is a company registered in England and Wales under registered no. 3491169. Its registered office is at 10 Portman Square, London W1H 6AZ. ASPECT, ASPECT CAPITAL, the ASPECT
CAPITAL device and ASPECT CAPITAL: THE SCIENCE OF INVESTMENT are registered trademarks of Aspect Capital Limited. © Aspect Capital Limited 2020. All rights reserved.
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