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PERFORMANCE REVIEW
The ReSolve Evolution Fund accrued a +11.2% net return in the third quarter of 2019. This builds on the +11.21% performance in H1 to 
produce a +22.34% net return so far in calendar 2019. Equities, bonds, currencies and commodities all contributed positively to the portfolio.

Evolution Fund Return Attribution, July - September, 2019

Source: ReSolve Asset Management. Values are estimates net of fees and expenses, and may not add precisely due to rounding,

 all six major Alpha Families. The Carry family stood out in the quarter but the 
rebound in Trend was especially welcome as many trend-following strategies are still in the midst of multi-year drawdowns that began in 
2015. Seasonality, which has been particularly strong this year, also contributed positively in the quarter. Counter-Trend strategies had been 
struggling year-to-date but came alive with a timely contribution in September, which was an especially challenging month for trend.

Evolution Strategy Sleeve Return Attribution, July - September, 2019

Source: ReSolve Asset Management. Values are estimates net of fees and expenses and may not add up precisely due to rounding.
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Evolution Strategy Sleeve Return Attribution by Month, July - September, 2019

Source: ReSolve Asset Management. Values are estimates net of fees and expenses and may not add up precisely due to rounding.
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While Q3 was a successful quarter for the Evolution strategy the research team recognizes that the only sustainable source of alpha is 
continuous innovation.

In our Q2 commentary we introduced the concept of the Alpha Factory, ReSolve’s process for continuously surfacing, boosting, validating 

strategies on the bench that we are incubating for deployment in the coming weeks.

However, the Alpha Factory is far from our only source of innovation. In fact, we are currently in the engineering phase of several other exciting 
enhancements that may have the potential to move the performance needle to an even greater extent in the short-term.

Broader Investment Universe

For example, while the core Alpha Families (Trend, Carry, Seasonality and Counter-Trend) currently trade 42 futures markets, we have been 
incubating a trend strategy that trades over 80 markets. These include 13 new commodity contracts, 7 new currency crosses, 5 rates markets, 
8 new bond futures and 13 new equity indices.

such, our intention is to roll out the existing suite of Alpha Families on the broader futures universe.

Recall Grinold’s Fundamental Law of Active management:

Performance=Skill×√Breadth

where performance is measured as Sharpe ratio or Information ratio, skill is the correlation between forecasts and outcomes, and breadth 
is the number of uncorrelated bets 

DISCUSSION

1 Uncorrelated or independent bets are a function of trade frequency, correlations between trading strategies, and the correlations between underlying markets
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If we make the reasonable assumption that current Alpha Families generalize to the new investment universe with equal skill (as our research 
suggests they should), then we may realize an immediate boost in performance that is a function of the square root of the breadth multiplier 
of our new investment universe.

The new investment universe is about twice as large as the current universe but that doesn’t mean that we are doubling the number of 
uncorrelated sources of return. That’s because many of the new markets are correlated with the markets we currently trade. Holding trade 
frequency and number of uncorrelated trading strategies constant, we expect the new universe to produce about 1.5x the breadth of our 
existing universe.

From a purely mathematical perspective, this would translate into a performance boost of √1.5 or 1.22x the expected performance of the 
existing system. In simulation, the Evolution strategy currently runs at about 1.5 Sharpe ratio net of commissions and estimated market impact 
costs, so we would expect a Sharpe ratio of 1.22 × 1.5 = 1.84 with the migration to the larger universe.

Trade Optimization

approximately 0.40 Sharpe points. We estimate that rolls account for 40-50% of all trading costs, mostly from commodity markets, and active 
trading accounts for the balance.

Current practice is to roll commodities every month, but our research suggests this is unnecessary and perhaps even sub-optimal for many 
markets like energies and grains. We’ve found that moving to quarterly or semi-annual rolls for certain commodity markets may materially 
reduce roll costs.

The opportunity to reduce active trading costs may be even larger. We form optimal portfolios for the Evolution strategy every day after market 
close, but even with our large scale ensembling methods a great proportion of trades are based on noise. In a perfect world with no trading 
frictions we would be unconcerned about trading on noise, and would simply trade into the optimal portfolio every day.

But in the presence of trade frictions, there is a penalty for noise trading. As a result, we utilize several methods to increase the signal-to-noise 
ratio on trade signals. For example, we trade strategies at daily, weekly, bi-weekly, tri-weekly and monthly sampling frequencies. And we only 

portfolio.

While these simple techniques are useful, there are more effective ways to minimize costs and slippage while preserving the target characteristics 

simultaneously minimizing portfolio turnover.

It turns out, for example, that there is often a portfolio with Sharpe ratio within 5% of the maximum Sharpe ratio portfolio that would require less 
than half of the turnover. Given the large error term in expected Sharpe ratio from day-to-day and the fact that trading is a 100% deterministic 
drag on portfolio performance, this usually represents a very attractive tradeoff.

Unconstrained Long-Short Everywhere

but on the condition that cumulative equity and bond beta must be zero or greater. This compromise was motivated by the fact that multiple 
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As we move to a more diverse investment universe and add more underlying strategies - and as we glance out at the current prospects 

a wider variety of macroeconomic scenarios.

SUMMARY

In summary, the ReSolve research team is aware that our ability to produce sustainable alpha depends on our ability to think creatively about 
every dimension of strategy performance and deploy innovations as quickly as possible. We will be introducing several new alpha sources 
over the next few weeks, but just as importantly we are making highly impactful improvements by expanding the investment universe, more 
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EXPERIENCED LEADERSHIP TEAM

*Source: Social Science Research Network (SSRN). SSRN compiles rankings of Authors in their system based on a number of relevant measures, such as downloads and citations. To be ranked, an author 
must have at least one publicly available scholarly full-text paper on SSRN, and only the data for those full-text papers are used in the rankings. Privately available papers are not considered in these rankings. 
SSRN compiles rankings of all authors in SSRN and of authors in selected disciplines. As of November 5, 2017 The lead Author, Adam Butler, ranked 338 in total new downloads (1.1%ile) and 1146 in total 
downloads (3.8 %ile). He also ranked 44 in total downloads per paper (0.15%ile). This is out of 29,857 total authors.

The contents hereof may not be reproduced or disseminated without the express written permission of ReSolve Asset Management Inc. (“ReSolve”). ReSolve is 
registered as an Investment Fund Manager in Ontario, Quebec and Newfoundland and Labrador, and as a Portfolio Manager and Exempt Market Dealer in Ontario, Alberta, British Columbia and Newfoundland 
and Labrador. ReSolve is also registered as a Commodity Trading Manager in Ontario and Derivatives Portfolio Manager in Quebec. Additionally, ReSolve is a non-resident Registered Investment Adviser with 
the SEC. ReSolve is also registered with the Commodity Futures Trading Commission as a Commodity Trading Advisor and a Commodity Pool Operator. This registration is administered through the National 
Futures Association (“NFA”). Certain of ReSolve’s employees are registered with the NFA as Principals and/or Associated Persons of ReSolve if necessary or appropriate to perform their responsibilities. 

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS

General information regarding hypothetical performance and simulated results. Past results are not necessarily indicative of future results. It is expected that the simulated performance will periodically 

limitations. Unlike the results in an actual performance record, these results do not represent actual trading. Also, because these trades have not actually been executed, these results may have under- or 
over-compensated for the impact, if any, of certain market factors, such as lack of liquidity. Simulated or hypothetical trading programs in general are also subject to the fact that they are designed with the 

a portfolio (such as custodial fees, legal, auditing, administrative or other professional fees). The information in this presentation has not been reviewed or audited by an independent accountant or other 

economic conditions, during periods with different volatility and in different securities than those incorporated in the hypothetical performance charts shown. There is no representation that any fund or 
account will perform as the hypothetical or other performance charts indicate.

that they may consider an investment in the ReSolve Evolution Fund. This document does not purport to be exhaustive or to contain all the information that a prospective investor may desire in investigating 
any investment opportunity. These materials are for preliminary discussion only and may not be relied upon for making any investment decision. Rather, prospective investors should review the Offering 
Memorandum (OM) and rely on their own independent investigation of the fund. In the event that any of the terms of this presentation are inconsistent with or contrary to the fund's OM, the OM and account 
opening documents shall prevail.

Any fund units will be issued under exemptions from the prospectus requirements of applicable securities laws and will be subject to certain resale restrictions. Neither the Securities and Exchange 
Commission nor the National Futures Association or any other securities regulatory authority of any jurisdiction has passed upon the accuracy or adequacy of this presentation, and any representation to 
the contrary is unlawful.

This document shall not constitute any offer or solicitation of an offer to make an investment in the ReSolve Evolution Fund or any of the funds or separately managed accounts ReSolve manages. There are 
certain risks associated with an investment in The ReSolve Evolution Fund. Prior to making an investment decision in respect of that fund, you should read the fund’s Offering Memorandum, including the 
“Risk Factors” section contained therein.

ReSolve's leadership team has extensive experience in asset management working with high net worth individuals, family 

practicality required to implement functional investment strategies in risky markets. Passionate educators, Adam, Mike and 
Rodrigo have authored the book 
Bad, as well as several research papers that rank in the top 1% of most downloaded research on the academically renowned 

SSRN network.* The team is also responsible for the popular ReSolve’s research blog.
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