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The 7 Key Features of Trend Following
Managed Futures: The Low Correlation Advantage
Trend following in managed futures offers suitable investors a flexible, highly liquid 
investment strategy that can potentially profit in any market environment. Given their 
historically low correlation with traditional assets, managed futures can provide additional 
diversification for an appropriate investment portfolio, within a context of disciplined risk 
management.

We believe trend following strategies exhibit seven key features which may offer 
investors advantages versus traditional asset management. 

	 Potential to Profit from the Trend: Whether Up or Down

	 Exposure to Four Major Asset Classes

	 Access to Highly Liquid Global Investments

	 Flexible Investment Timeframes

	 Historic Outperformance Versus Equities

	 Historically Low Correlation to Traditional Assets

	 The Potential to Reduce Portfolio Risk and Enhance Returns 
When combined with a balanced allocation of equity and fixed income, trend following 
strategies in managed futures may enhance returns and decrease overall portfolio volatility 
thereby potentially improving long-term compound performance.*
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Historical Comparison: U.S. Stocks vs. Managed Futures, Jan 1990 to jul 2009

Value of Initial U.S. $1,000 Investment 

Managed 
Futures

$5,771

U.S. Stocks

$4,252

Current Value 

As of 07/09

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment product will 
achieve its objectives, generate profits or avoid losses.  Source: International Traders Research, Inc. (ITR), an affiliate of Altegris. 
An investor cannot invest directly in an index. Moreover, indices do not reflect commissions or fees that may be charged to an 
investment product based on the index, which may materially affect the performance data presented.  www.managedfutures.com 
Indices: Managed Futures: Altegris 40 Index; US Stocks: S&P 500 Total Return Index.

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 
profits or avoid losses. 
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Managed FuturesU.S. Stocks

Credit Crisis
10/07-04/09

Bull Market
11/90-08/00

 

Bull Market
10/02-09/07

First  Gulf  War
6/90-10/90

Tech Wreck
09/00-09/02

MF:
+30.3%

US Stocks:
-14.7%

MF:
+11.5%

US Stocks:
-40.6%

MF:
+34.5%

US Stocks:
+105.1%

MF:
+43.2%

US Stocks:
-44.7%

MF:
+95.1%

US Stocks:
+526.7%
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Key Terms

Managed Futures
The active use of futures 
contracts to gain exposure to 
various asset classes, includ-
ing equities, fixed-income, 
currencies, and commodities. 

Trend Following
The use of systematic trad-
ing to potentially profit from 
short-, medium-, and long-
term market trends. 

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 
profits or avoid losses. 

The Potential to Profit from the Trend: Whether Up or Down
Trend following managers typically utilize directional trading strategies in managed 

futures with the aim of capturing profits over the short-, medium-, and long-term  in both 

up and down markets. In many cases, trend following managers are systematic traders, 

applying one or more sets of trading models or quantitative algorithms built upon highly 

automated trading platforms. 

The majority of systematic trend followers derive their trading signals exclusively from 

statistical analysis of price movements, often augmented by technical inputs such as 

volume and open interest — all designed to identify and capture momentum and market 

trends. These programs are essentially agnostic to overall market direction and have the 

ability to take positions across all major asset classes.*

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment 
product will achieve its objectives, generate profits or avoid losses.  Source: International Traders Research, Inc. (ITR)  
www.managedfutures.com, an affiliate of Altegris. 
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The examples below illustrate the idea that trend followers can potentially benefit from 
both price appreciation and rapid reversals in different assets over the same timeframe.
These charts are for illustrative purposes only and do not represent actual trades.
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PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment 
product will achieve its objectives, generate profits or avoid losses.  Source: International Traders Research, Inc. (ITR)  
www.managedfutures.com, an affiliate of Altegris. The chart is for illustration purposes only and does not represent actual 
trades.
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*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 

profits or avoid losses. 

Other

Non-Precious Metals

Precious Metals

Currency

Energy

Agricultural

Interest Rates

Individual Equity

Equity Index

Source: Futures Industry Association,  
www.futuresindustry.org

Market Liquidity 
Top Futures contracts by sector 

USD value traded on average daily basis

Interest Rate   $4,007,936,699,817

Equity Index      $255,559,070,499

Energy          $117,475,455,912

Metal       $38,137,546,886

Agriculture       $23,473,057,449

Precious Metal           $17,518,572,227

Total   $4,460,100,402,790

Exposure to Four Major Asset Classes 
Trend following managers in managed futures have the ability to gain exposure 

to all four major asset classes: equities, fixed income, commodities, and 

currencies. This 

diverse exposure 

allows trend followers 

to potentially profit 

from both positive 

and negative 

developments in 

multiple markets at 

once. As a result, 

trend followers may 

be better positioned 

to benefit from these 

developments than 

more traditional asset 

managers.*

Stocks

Bonds Commodities

Currencies

ASSET
CLASSES

Sugar

Light Crude

Soybeans

Soymeal

s&P 500 

DJ Euro Stoxx 50

Nasdaq 100

Nikkei

euro-dollar 

German bund 

10-year treasury Note 

Euribor

us dollar

euro

Yen

British   
Pound

The chart below illustrates the various asset classes in 
which trend following managers may potentially Invest.

four major Asset classes   Top 4 Global contracts traded by Volume

“A good portfolio is 
a balanced whole, 

providing the investor 
with protections 

and opportunities 
with respect to 
a wide range of 
contingencies.” 

–Harry Markowitz, Nobel-Prize  
Winning Economist, Portfolio Selection, 

1959

Access to Highly Liquid Global Investments
Today, trend following managers have the ability to actively 

participate in more than 150 futures markets worldwide. Highly 

fluid futures exchanges provide 

central clearing mechanisms along 

with daily liquidity for most markets. 

This may offer the investor the 

benefit of reduced counterparty risk 

and allows the manager the ability 

to respond rapidly to changing 

conditions, which may help limit 

losses and protect profits.*
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“�Managed futures 
funds can fare 
particularly well in 
times of wild and 
extended price 
swings, in part 
because computers 
can make calculated, 
emotionless 
reversals to seize on 
market changes that 
human traders may 
be slower to accept.”

-The Wall Street Journal 
November 5, 2008

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 
profits or avoid losses. 

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 
profits or avoid losses. 

Flexible Investment Timeframes
Unlike many traditional asset managers, trend followers trading managed futures often 

have the flexibility to trade over the short-, medium-, and long-term. In fact, many 

trend followers employ proprietary trading models that are specifically designed to 

exploit market opportunities over various timeframes. In some cases, these models are 

optimized to quantify position sizes, risk exposure, and loss limits, among other factors.  

While flexible investment horizons are not a guarantee against loss, they may allow 

trend followers to take advantage of futures market opportunities that are not available 

to their more traditional peers. 

Trend following programs tend to perform well when distinct trends dominate price 

patterns, even in volatile markets.  On the other hand, the strategy may underperform 

during periods of erratic markets, in which trends are indistinct for the relevant 

investment timeframe.

Long-term trend Crude Oil Futures Jan 2008 to aug 2008

medium-term trend Crude Oil Futures Jan 2008 to aug 2008

short-term trend crude oil futures Jan 2008 to aug 2008
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The sample graphs below illustrate the time ranges that trend following managers may potentially 

exploit. these charts are for illustrative purposes only and do not represent actual trades.

Source: Bloomberg, www.bloomberg.com

75

100

125

150

8/081/08

Pr
ic

e
Pr

ic
e

Pr
ic

e



©2009 Altegris Investments www.altegris.com 5

5

� “Many prospective 
investors have 

turned to managed 
futures as a means 

by which to harness 
the best professional 

trading talent in the 
pursuit of profitable 

futures trading 
opportunities.”

-CME Group, “Why Managed Futures?”  

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 

profits or avoid losses.  

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment product will 
achieve its objectives, generate profits or avoid losses. Source: International Traders Research, Inc. (ITR) www.managedfutures.com, 
an affiliate of Altegris. Indices: US Stocks: S&P 500 Total Return Index; Managed Futures: Altegris 40 Index.

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment product 
will achieve its objectives, generate profits or avoid losses. An investor cannot invest directly in an index. Moreover, indices do not 
reflect commissions or fees that may be charged to an investment product based on the index, which may materially affect the 
performance data presented.  Source: International Traders Research, Inc. (ITR) www.managedfutures.com, an affiliate of Altegris. 
Indices: US Stocks: S&P 500 Total Return Index; Managed Futures: Altegris 40 Index.

Historical Comparison: U.S. Stocks vs. Managed Futures, Jan 1990 to Jul 2009

Value of Initial U.S. $1,000 Investment 

Importantly, managed futures, predominantly trend followers,  have consistently 

outperformed equities during periods of substantial loss in the equity markets while 

experiencing limited losses during periods of equity strength. While there is no 

guarantee that these dynamics will continue, managed futures may represent an 

effective portfolio hedge against equity exposure for appropriate investors. 
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Top 10 US Stock Worst months: U.S. Stocks vs. Managed Futures, Jan 1990 to Jul 2009

Top 10 US Stock Best months: U.S. Stocks vs. Managed Futures, Jan 1990 to May 2009

Historic Outperformance Versus Equities
Since 1990, the managed futures index, primarily comprised of trend following 

managers, has outperformed  equity markets. Over this time, managed futures have 

returned 9.36% annualized while U.S. equities have returned 7.67%. †*
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† Based on the relative returns of the 
Altegris 40 Index and the S&P 500 Total 
Return Index for the period January 1990 

through Jul 2009.
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“The combined 
portfolios of stocks 
(or stocks and bonds) 
after including 
judicious investments 
in leveraged managed 
futures accounts 
show substantially 
less risk at every 
possible level of 
expected return than 
portfolios of stocks 
(or stocks and bonds) 
alone.” 

— Dr. John Lintner, 
“The Potential Role of Managed 
Futures Accounts in Portfolios of 
Stocks and Bonds”, 1983
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*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 
profits or avoid losses. 

Historically Low Correlation to Traditional Assets
Historically, managed futures, predominantly trend followers,  have exhibited low to 

slightly negative correlation with traditional investments such as equities and fixed 

income. In part, this historically low correlation to the respective market indices is the 

result of global diversification and the fact that managed futures programs can trade on 

both upward and downward directional moves in the underlying assets.*
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PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that an investment 
product will achieve its objectives, generate profits or avoid losses. Source: International Traders Research, Inc. (ITR) www.
managedfutures.com, an affiliate of Altegris; Indices: U.S. Stocks: S&P 500 Total Return Index; Managed Futures: Altegris 40 
Index; U.S. Bonds: Barclay’s U.S. Aggregate Bond Index. An investor cannot invest directly in an index. Moreover, indices do not 
reflect commissions or fees that may be charged to an investment product based on the index, which may materially affect the 
performance data presented. 

Impact of Adding Managed Futures to a traditional portfolio, 

Hypothetical Portfolio: 60% Stocks/40% Bonds, Jan 1990 to Jul 2009

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee 
that an investment product will achieve its objectives, generate profits or avoid losses. 

Source: International Traders Research, Inc. (ITR) www.managedfutures.com, an affiliate of 
Altegris; Indices: U.S. Stocks: S&P 500 Total Return Index; Managed Futures: Altegris 40 Index; 
U.S. Bonds: Barclays U.S. Aggregate Bond Index. 

Correlations may vary with time and market conditions.

Asset class Correlation table, jan 1990 TO Jul* 2009

U.S. Stocks Managed Futures U.S. Bonds

U.S. Stocks 1.00 –0.15 0.18

Managed Futures 1.00 0.22

U.S. Bonds 1.00

The Potential to Reduce Portfolio Risk and Enhance Returns 
As a result of this historically low correlation, the addition of managed futures to a 

traditional portfolio may help reduce overall portfolio volatility and improve returns. 

This viewpoint is supported by a landmark 1983 study by Dr. Jon Lintner of Harvard 

University.* This potential for increased returns may represent a significant benefit to 

suitable investors whose portfolios have historically been limited to traditional asset 

classes.  

Annualized Standard Deviation of Monthly Returns
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Put Managed Futures to Work in Today’s Volatile Market

The Keys to Manager Selection

Effectively incorporating managed futures into a diversified portfolio depends on careful 

selection of the appropriate manager(s). Many factors must be precisely evaluated in 

order to assess each manager’s skill set and the opportunities available in their respective 

markets, as not all managers trade in all markets or across all time frames. 

Some of these factors in manager selection may include:

»» Ongoing research to maintain a sustainable trading edge

»» Broad diversification across markets to effectively balance risk and return potential

»» Deep experience in trade execution and monitoring

»» Effective operational systems to minimize business risk

In addition, the decision must take into account the risk/return profile of each investor, 

as managed futures are not appropriate for everyone. It is important to evaluate how the 

selected manager(s) may complement other aspects of the overall investment portfolio to 

potentially meet each investor’s specific investment objectives. 

� “Our customers 
deserve and demand 

trusted access to 
the best investment 
professionals in the 

alternatives industry.”

-Jon Sundt, President of APM 
Funds and Altegris Investments

Altegris Investments  
Altegris Investments provides access to a platform of alternative investments designed 

to meet the needs of sophisticated investors and their wealth managers. The Altegris 

team of over 60 professionals is dedicated to finding, selecting, and negotiating capacity 

with managed futures and alternative investment funds. Currently, investors have 

allocated more than $2 billion in trading levels to investments available through the 

Altegris platform. 

APM Funds, an affiliate of Altegris, is the sponsor of a family of alternative investment 

strategies, including managed futures. The funds are distributed through Altegris 

Investments.

Distributor of:
800.828.5225 | info@altegris.com | www.altegris.com

*PAST RESULTS ARE NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. There 
is no guarantee that any investment 
product will achieve its objectives, generate 

profits or avoid losses.  
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Risks of Investing in alternative investments
Alternative investment products, including hedge funds and managed futures, are not for everyone and entail 

risks that differ from more traditional investments. When considering alternative investments you should 

consider the fact that some products use leverage and other speculative investment practices that may increase 

the risk of investment loss, can be illiquid, are not required to provide periodic pricing or valuation information 

to investors, may involve complex tax structures and delays in distributing important tax information, are not 

subject to the same regulatory requirements as mutual funds, often charge high fees including incentive fees, 

and in many cases have underlying investments that are not transparent and are known only to the investment 

manager. With respect to alternative investments in general, you should be aware that:

»» Returns from some alternative investments can be volatile.

»» There may be a substantial risk of loss: you may lose all or portion of your investment.

»» The high degree of leverage often attainable in alternative investments can work against you as well as for 

you. The use of leverage can lead to large losses as well as gains.

»» With respect to single manager products, the manager has total trading authority. The use of a single 

manager could mean a lack of diversification and higher risk.

»» Many alternative investments are subject to substantial expenses that must be offset by trading profits and 

other income. A portion of these fees includes payments to Altegris.

»» Trading may take place on foreign exchanges that may not offer the same regulatory protection as U.S. 

exchanges. Such trading may also entail exchange rate risk.

»» Past results are not necessarily indicative of future results.

A fund’s Offering Memorandum or a manager’s Disclosure Document describes the various risks and conflicts of 

interest relating to an investment and to its operations. You should read those documents carefully to determine 

whether an investment is suitable for you in light of, among other things, your financial situation, need for 

liquidity, tax situation, and other investments. You should only commit risk capital to alternative investments. 

You should obtain investment and tax advice from your advisors before deciding to invest.

The material and any views expressed herein are provided for information purposes only and should not be 

construed in any way as an inducement to make any investment. Before making an investment, investors must 

thoroughly examine the associated Disclosure Document or Offering Memorandum, and consult their legal, 

financial, and other advisors.

Distributor of:

800.828.5225 | info@altegris.com | www.altegris.com


