
Exploring the Benefits of Managed Futures
At WaveFront, we believe that by examining drawdowns, and
integrating the most effective strategies to combat them, financial
advisors can provide better stability to their clients portfolios and
encourage them to stay the course over the long term. Given the
current uncertainty in global financial markets, we believe that there
are many risk factors which could trigger a potential drawdown in
the equity markets.

As a result, we believe that financial
advisors should consider the use of
managed futures products in an attempt to
provide an uncorrelated return stream and
also reduce the impact of drawdowns.

Managed futures¹ have shown strong
performance during many “crisis periods”
for the U.S. stock markets, including
positive performance during the worst five
drawdown periods for the S&P 500 Index
since 1987.

POTENTIAL BENEFITS OF 
MANAGED FUTURES

 History of delivering positive
performance during equity bear
markets

 Low correlation to major global asset
classes

 Opportunity to improve portfolio
returns and reduce volatility

 Globally diversified exposure to
various asset classes in single
strategy
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Managed Futures¹ +8.46% +13.79% +5.71% +38.95% +14.48%

S&P 500 Index -30.17% -14.67% -15.37% -44.73% -50.95%

FIGURE 1. S&P 500 INDEX vs. MANAGED FUTURES DURING WORST 5 DRAWDOWNS SINCE 1987
(January 1987 – June 2018)

9/87 - 11/87* 6/90 - 10/90 7/98 - 8/98 9/00 - 9/02 11/07 - 2/09

¹Managed Futures represented by the BarclayHedge BTOP50 Index.
* Returns prior to Jan. 4, 1988 refer to the S&P 500 Price Index. Returns after Jan. 4, 1988 refer to the S&P 500 Total Return Index. 
Past performance in no guarantee of future results. The referenced indices are shown for general market comparisons and are not meant to 
represent the Fund. Investors cannot directly invest in an index; unmanaged index returns do not reflect any fees, expenses or sales charges.



(1) U.S. Equities represented by the S&P 500 Total Return Index. 
(2) 60/40 Portfolio represented by 60% S&P 500 TR Index and 40% Barclays US Aggregate TR Bond Index. 
(3) Managed Futures represented by the BarclayHedge BTOP 50 Index. 
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FIGURE 2. Managed Futures Performance During Recent Bear Markets
Historical Performance of S&P 500 TR Index, 60/40 Portfolio, BTOP 50 Index

BENEFITS OF MANAGED FUTURES

Period Event S&P 500 Index Managed Futures³ Difference

4Q 1987 Black Monday/ Global Stock Markets Crash -23.2%* +16.9% +40.1%

4Q 2008 Bear Market / Global Financial Crisis -21.9% +9.1% +31.0%

3Q 2002 WorldCom Scandal -17.3% +9.4% +26.7%

3Q 2001 World Trade Center & Pentagon Attacks -14.7% +4.1% +18.8%

3Q 2011 Euro Debt Crisis -13.9% +1.6% +15.5%

3Q 1990 Iraq Invades Kuwait -13.7% +11.2% +24.9%

2Q 2002 Bear Market / Technology Bubble -13.4% +8.5% +21.9%

1Q 2001 Bear Market / Technology Bubble -11.9% +6.0% +17.9%

2Q 2010 Euro Debt Crisis -11.4% -1.9% +9.5%

1Q 2009 Bear Market / Global Financial Crisis -11.0% -1.8% +9.2%

3Q 1998 Long Term Capital Management Failure -9.9% +10.6% +20.5%

1Q 2008 Bear Market / Global Financial Crisis -9.4% +6.4% +15.8%

3Q 2008 Bear Market / Global Financial Crisis -8.4% -4.1% +4.3%

4Q 2000 Bear Market / Technology Bubble -7.8% +19.8% +27.6%

3Q 2015 Chinese Markets Turmoil -6.4% +2.3% +8.7%

FIGURE 3. WORST 15 QUARTERS FOR THE S&P 500 INDEX vs. MANAGED FUTURES 
Historical Performance of S&P 500 TR Index, BTOP 50 Index



Furthermore, as positioning clients using 
the traditional 60/40 stock/bond portfolio is 
becoming increasingly difficult due to 
diminishing equity gains as the bull market 
has neared its ninth-year anniversary, and 
fixed income investors face limited upside 
potential with rates already at historical 
lows (along with the increasing likelihood of 
rising interest rates) – change should be 
considered. At WaveFront, we believe that 
financial advisors should consider replacing 
the traditional 60/40 stock/bond portfolio 
with a 50/30/20 portfolio, dedicating at 
least 20% of the portfolio to liquid 
alternatives such as managed futures 
strategies to potentially generate a new and 
uncorrelated source of returns.

INTEGRATING MANAGED FUTURES

60|40 
Traditional Portfolio

50|30|20%
Portfolio

Difference

Annualized Return 8.38% 8.15% -0.23%

Volatility 8.97% 7.52% -1.44%

Sharpe Ratio (rf=0) 0.93 1.08 +0.15

Worst Drawdown -32.54% -25.81% +6.73%
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FIGURE 4. Integrating Managed Futures Into a Traditional Portfolio 
Historical Performance of adding Managed Futures to a 60/40 Stock/Bond Portfolio (1/90 - 6/18)

 Reduced Volatility by +16%

 Increased Sharpe Ratio

 Decreased Drawdowns

Adding Managed Futures to 
a 60/40 Portfolio has 
historically;

S&P 500 Index: A market capitalization-weighted index that is used to represent the U.S. large-cap stock market.
Barclays US Aggregate Bond Index: A market capitalization-weighted index that is designed to measure the performance of the U.S. investment grade bond market 
with maturities of more than 1 year.

INTEGRATING MANAGED 
FUTURES CAN POTENTIALLY 

DECREASE LOSSES DURING 
BEAR MARKETS, PROVIDE 

EXPOSURE TO AN 
UNCORRELATED RETURN 

STREAM, AND POTENTIALLY 
INCREASE PORTFOLIO RISK-

ADJUSTED RETURNS



Historically, allocating a portion of an 
investor’s portfolio to managed futures 
would have led to better risk-adjusted 
returns while reducing drawdowns and 
volatility. (See Figure 4.)

INTEGRATING MANAGED FUTURES

Key Takeaways & Summary

 We believe that there are many risk factors which could trigger a potential
drawdown in the equity markets

 Since 1950, the S&P 500 has spent over 75% of the time in a drawdown, with
corrections in excess of 10% occurring more frequently than many investors may
realize

 Financial advisors should consider the use of managed futures products in an 
attempt to provide an uncorrelated return stream and also reduce the impact of 
drawdowns
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WaveFront Global Asset Management is Canadian-based, global asset 
management company with offices in Dallas, San Francisco and Hangzhou, China.
At our core, we are driven by the quantifiable success of our clients. To us this 
means delivering superior investment performance across a variety of strategies 
and global asset classes. We look to develop strong, long-term partnerships with a 
select number of clients through candor, trust and full transparency.

This document is for informational purposes only, is confidential and may not be reproduced or
redistributed. While the information is believed to be reliable, WaveFront has not sought to verify it. As
such, WaveFront makes no representations or warranties as to the accuracy of the information
presented and takes no responsibility or liability (including for indirect, consequential or incidental
damages) for any error, omission or inaccuracy in the data supplied by any third party. This does not
constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other
financial instruments or products.
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The hypothetical examples shown are presented for illustrative purposes only and do not represent
actual account activity. Client portfolio holdings and performance will vary from account to account.
Past performance is not a reliable indicator of future performance. Nothing herein is intended as
specific investment advice and no person should make any investment decision based solely on the
information contained in this presentation. There can be no assurance the securities referenced in this
example will be profitable in the future. This presentation does not constitute an offering of any
security, product, service, or fund, and the risks associated with investing in such.


