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PERFORMANCE REVIEW

The ReSolve Evolution Fund accrued a -4.2% net return in the third quarter of 2019, leading to a full-year return of +17.2%.
 
Evolution Fund Return Attribution, October - December 2019

3.9%
0.4%

Source: ReSolve Asset Management. Values are estimates net of fees and expenses.

Equities led the charge in the quarter amidst a correction in global bonds. The risk-on climate led to a weaker dollar, reversing 

a strong dollar trend and carry environment in place since early 2018.

Evolution Fund Return Attribution, Calendar 2019

11.6%

6.3% 0.4%
17.2%

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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Zooming out to the full calendar year, the fund did a good job of positioning for the strong return environment for equities. 
Bonds also played an accretive role but gave back almost half their gains in the fourth quarter. Commodities and currencies 

Half of the alpha families made positive returns in Q4, but their gains were overwhelmed by losses from Counter-Trend, Trend 

Evolution Strategy Sleeve Return Attribution, October - December 2019

0.7%
0.2% 0.1%

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

Evolution Strategy Sleeve Return Attribution, Calendar 2019

7.8%

4.5%

4.2%
0.9% 0.2%

17.2%

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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The Seasonality sleeve produced steady returns in each calendar quarter while Trend generally struggled. Carry, which had 

unwound into year-end. Arbitrage and Volatility overlay strategies offered marginal contributions to the portfolio.

While we were disappointed to give back some gains in Q4, we were very pleased with the performance of our alpha stack 

Daily Pearson Correlations of returns

1 0.97

1

1

0.06

0.05

1

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

Galapagos Report

We are entering 2020 with a great deal of enthusiasm for new research opportunities.

Over the next few weeks we plan to roll-out several meaningful program enhancements:
 1. Extending the expanded investment universe of 75 markets used in our Trend/Momentum alpha group to the 
  other alpha groups
 2. Adding several new edges to our alpha stack.
 3. Moving to hourly data from daily data.

 4. Introducing optimal signal smoothing
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improvements.

For example, we are refactoring our optimization module to accommodate the ability to track the performance of every 
indicator/market combination. This will allow us to actively manage the ensemble of signals to emphasize more prospective 
combinations.

In addition, we are leveraging our new data and trading pipeline infrastructure to optimize futures rolls and trade management.

Expanded investment universe

Very early in the new year we will be deploying the expanded universe of 75 futures markets already being used in our 
Trend/Momentum alpha group across our Carry, Seasonality and Counter-Trend buckets. While the addition of 30 new 
markets bolsters our investment universe by two-thirds, many of the new markets represent at least partially overlapping risk 
exposures relative to our existing universe.

Assuming that our alpha stack preserves its edge when applied to the new markets, what matters is the ratio of the 
number of independent sources of risk (i.e. independent bets) in the new investment universe relative to the current universe. 

square root of this ratio.

We performed a bootstrap test to determine the relative number of independent bets endogenous to the new universe versus 
the old universe. The new universe averaged about 20 bets while the old universe produced about 15 bets. Moving from 15 
to 20 bets implies a boost in Sharpe ratio of √(20/15) or 15 percent.

Bootstrapped number of independent bets: Old (45 markets) vs. New (75 markets) investment universes

Source: ReSolve Asset Management. For illustrative purposes only.
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Of course, the Evolution program may see a more substantial boost in performance if the alpha stack exhibits a stronger 
edge in the new markets. Simulations suggest this may be the case, perhaps because the new markets are less overgrazed 
by larger futures funds. The SIMULATED RESULTS below compare the performance of an equally risk-weighted combination 
of Trend, Counter-Trend, Seasonality, and Carry applied to the 45 markets and the 75 markets. We show results from 2010 
because many of the new markets do not have reliable data prior to this date.

You can see that, in simulation the expanded universe achieved a Sharpe ratio of 1.58 while the smaller universe produced 
a Sharpe of 1.28, which translates to a 23 percent improvement in performance. The boost in Sharpe ratio is accompanied 
by an even more notable improvement in stability, as the larger universe achieves higher returns with much lower average 

drawdowns. We also observe an over 50% boost to average return divided by the Ulcer Ratio.

SIMULATED PERFORMANCE of ReSolve Evolution Core Program, 2010 - 2019

45 Markets 75 Markets

Annualized Return 18.96% 24.24%

Annualized Volatility 14.40% 14.40%

Sharpe Ratio 1.28 1.58

Average Drawdown -4.90% -3.20%

Maximum Drawdown -20.50% -18.10%

Return to Ulcer Ratio 2.96 4.66

THESE RESULTS ARE BASED ON SIMULATED OR HYPOTHETICAL PERFORMANCE RESULTS THAT HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE 
THE RESULTS SHOWN IN AN ACTUAL PERFORMANCE RECORD, THESE RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, BECAUSE 
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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 BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT 
WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THESE BEING SHOWN.

Source: Analysis by ReSolve Asset Management. Data from CSI Data and Bloomberg. This hypothetical performance does not represent the return to 
an actual fund or trading account that an investor could directly participate in and is for illustrative purposes only. Results show the performance of a 
combination of Trend, Seasonality, Counter-Trend and Carry strategies where strategies are scaled to equal risk budgets at each rebalance. The portfolio 
is then scaled to a target risk of 20% annualized. These results account for borrowing costs but are gross of fees and transaction costs. Results show the 

at the end of this presentation for benchmark constituents and construction.

New Layers in the Alpha Stack

The promise of the Evolution program is continuous innovation. One important area of innovation is the development of new 
edges to add to our alpha stack.

will be enhancing the expected performance of Carry, Seasonality, and Counter-Trend alpha families by adding new edges 
consistent with the nature of those sleeves.

While the new edges are complementary in general they have been particularly helpful in the modern period, which has 
proved more challenging for many traditional strategies. The chart below plots the SIMULATED PERFORMANCE of old and 
new versions of the Carry, Seasonality and Counter-Trend alpha families from 2015 through 2019. Each alpha family is plotted 
with the same color, but new versions are emphasized with thicker lines.

SIMULATED PERFORMANCE of ReSolve Evolution Core Program, 2010 - 2019

THESE RESULTS ARE BASED ON SIMULATED OR HYPOTHETICAL PERFORMANCE RESULTS THAT HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE 
THE RESULTS SHOWN 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, 
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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 BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT 
WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THESE BEING SHOWN.

Source: Analysis by ReSolve Asset Management. Data from CSI Data and Bloomberg. This hypothetical performance does not represent the return to 
an actual fund or trading account that an investor could directly participate in and is for illustrative purposes only. Results show the performance of a 
combination of Trend, Seasonality, Counter-Trend and Carry strategies where strategies are scaled to equal risk budgets at each rebalance. The portfolio 
is then scaled to a target risk of 20% annualized. These results account for borrowing costs but are gross of fees and transaction costs. Results show the 

at the end of this presentation for benchmark constituents and construction.

While the addition of new edges is obviously expected to be accretive to performance, there are other more nuanced reasons 
why it is advantageous to have a large and growing strategy library. For example, it is to be expected that some edges will 
weaken or even disappear over time due to arbitrage or structural factors. For operators of single strategy programs this is 

As we innovate and add strategies it becomes easier to reduce or even eliminate exposure to strategies where we have 
diminishing conviction, since the removal of a small number of edges is of marginal impact to the overall program as the total 
number of edges becomes large. Thus, our continued efforts to innovate should act as insurance against obsolescence, 

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 

investment excellence.

SUMMARY
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About ReSolve

ReSolve Asset Management is a quantitative, systematic investment 

Program Access

Program Objective

Investment Universe

Style

Strategy Description

Fund Facts

Jurisdiction Canadian Offering Memorandum
Fund

Expected Volatility High

Expected Correlation to
S&P/TSX 60

Very Low Long Term
Correlation

Minimum Investment $10,000 CAD

  Redemptions / 
Liquidity

Monthly

Subscriptions Monthly

Portfolio Manager ReSolve Asset Management Inc.

Administrator Apex Fund Services (Canada) Ltd.

Legal Fasken Martineau DuMoulin LLP

Auditors KPMG

Open Classes and Fee Schedule

FundSERV
Code

Type
Management 

Fee
Performance 

Fee
Hard 

Lockup

Early 
Redemption 

Charge

ACN EXFP
(Series XF)

Founders' 
Class

0.95% 10% None None

ACN EXAP
(Series XA)

Founders'
Trailer Class

1.95% 10% None None

ACN EXZP
(Series XZ)

Founders'
Class

0% 20% None None

Class I
$5 Million Min

Institutional
Class

Negotiable Negotiable None None

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD

2019 -0.51% 0.82% 5.22% 1.68% -1.87% 4.52% 5.72% 6.02% -0.83% -2.54% 2.37% -3.99% 17.19%

2018 1.19% 1.19%

Monthly Performance Returns *
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Alpha sources that derive returns
from taking the other side of
wealth compromising trades

PAIRWISE CORRELATION BETWEEN ALPHA GROUPS
1991-2018

SIMULATED RESULTS

Alpha sources that derive returns 
from the propensity for recent 

performance to continue

Alpha sources that derive returns 
from mispricing the probability and 
magnitude of future market moves

Alpha sources that derive 
returns from persistent 

Alpha sources that derive
returns from under-pricing
markets with high payouts

Alpha sources that derive returns  by trading 
against extreme dispersions to long term 

averages/expectations
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The Alpha Factory Process

 

Starting From First Principles

is the concept that aggregating many lowly correlated 
sources of returns can lead to better investor outcomes. 
In other words, the more strategies one can identify that 
exhibit positive  expected returns, and the lower the cross-
correlations amongst those strategies, the higher the 
expected portfolio return should be for the same level of 
risk.

Building A Robust Alpha Group

The Evolution Program initiates the process described 
within each Alpha Group by identifying and 

implementing hundreds, if not thousands, of similarly 
themed strategy iterations that are not perfectly correlated 
with one another.

Building A Robust Alpha Stack

This concept is taken one degree higher at the Alpha 
Stack level by identifying and piecing together those Alpha 
Groups which exhibit near zero expected correlations to 
one another, as illustrated in the graphic to the right.

Our goal is to continue to push the boundaries of the risk/
reward trade-off through the relentless application of the 

existing ones and improve the outcomes for our investors.
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VA L I DAT I O N
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Maximum Meta-Strategy
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Portfolio Volatility
Targeting
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RESOLVE'S ALPHA FACTORY

THE EVOLUTION ALPHA STACK

For Illustrative Purposes Only
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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 September 6, 2019 The lead Author, Adam Butler, ranked 767 in total new downloads (2.6 percentile) and 972 in 
total downloads (3.2 percentile). Also ranked 39 in total downloads per paper (0.13 percentile). This is out of 29,914 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 .

MICHAEL PHILBRICK,
CIM, AIFP

ADAM BUTLER,
CFA, CAIA

RODRIGO GORDILLO,
CIM

ANDREW BUTLER, 
CFA

JASON RUSSELL, 
CFA

PRESIDENT CHIEF INVESTMENT OFFICER MANAGING PARTNER HEAD OF QUANTITATIVE 
RESEARCH & OPERATIONS 

PORTFOLIO MANAGER & COO 

29 years of experience in investment
management.

Responsible for portfolio management
and strategic leadership.

Branch Manager at Scotia Mcleod.

Branch Manager and Portfolio 
Manager at Richardson GMP.

Division Director and Portfolio  
Manager at Macquarie Canada.

15 years of experience in investment
management.

Primarily responsible for research and
portfolio management.

Lead author on several public research 
whitepapers and GestaltU blog.

Portfolio Manager at Richardson GMP.

Associate Director and Portfolio 
Manager at Macquarie Canada.

15 years experience in investment
management.

Responsible for portfolio management
and business development.

Key contributor on several research
whitepapers, Gestaltu blog and
ReSolve podcasts.

Portfolio Manager at Macquarie
Canada

Responsible for quantitative research
efforts and systems deployment.

Ph.D Candidate – University of Toronto. 
Department of Mechanical & Industrial 
Engineering.

Honors B.Sc. in Applied Mathematics
& Physics -Memorial University.

M.A. in Applied Mathematics & 
Statistics. Financial Engineering Major 
at York University.

28 years of experience in investment 
management and derivatives including 
Managed Futures strategies.

Oversees futures, day-to-day operations
and portfolio management.

Portfolio Manager at Salida Capital, CIBC
World Markets, & Merrill Lynch. Equity
Derivatives Specialist Bankers Trust.

Past Founder, President & CIO of Acorn
Global Investments.


