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It’s Not All Doom and Gloom
We don’t typically benchmark ourselves against the S&P500 because our investment strategy has little
in common with the flagship US equity index. We are, after all, a systematic, energy-focused, futuresbased manager.
And of course, in a world of quantitative easing, concomitant record low interest rates and the resultant
share buybacks, the S&P 500 has (until February 2020) been the darling of traders and investors alike.
If you read (and believe) the marketing spiel, it offers minimal management fees and a long-only strategy
in a market that only ever goes up. What’s not to like?
So here is an interesting snippet for you – over the last five years1, the Jaguar AEGIR Strategy2 has
outperformed the S&P 500 in all key metrics (return, drawdown, volatility). As follows;

AEGIR

S&P 500

+27.17%

+23.81%

Best Month

+9.14%

+8.30%

Worst Month

-2.31%

-12.51%

Average Up Month

+1.04%

Average Down Month

Cumulative Return

%age Up Months
Fig.1.

AEGIR

S&P 500

12 Month Rolling Return

+18.11%

-8.81%

Best 12 Month RR

+18.11%

+28.87%

Worst 12 Month RR

-2.14%

-8.81%

+2.48%

Maximum Drawdown

-3.36%

-20.00%

-0.84%

-3.66%

Annualised Volatility

5.34%

13.66%

67%

67%

0.93

0.38

Sharpe Ratio (0%)

NB: Past performance is no guarantee of future performance

The much-ignored flaw in the S&P 500 of course (and indeed all long-only products) is that they do, in
fact, go down from time to time. And when most long-only products go down, they go down real quick
and real hard.
This is because major market events tend to appear very quickly and unexpectedly, leading to a
stampede for the exit. The stampede is further exacerbated by algorithmic trading which is arguably
less price sensitive and lightning fast. It is also exacerbated by the relative inexperience of “bull-market
only” traders and brokers who have mostly been brought up on a diet of central-bank easing and have
rarely, if ever, had to contend with significant market events.

1
2

Period runs from 1st April 2015 to 31st March 2020 and is based on monthly returns.
Performance data for the Jaguar AEGIR Strategy is all based on monthly returns which are a composite of all
managed accounts and net of all trading costs and both management and performance fees.
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“What we anticipate seldom occurs; what we least expect generally happens”
Benjamin Disraeli, 1804-1881

The Jaguar AEGIR Strategy is equally as consistent as the S&P 500 – with both strategies yielding positive
returns in 40 of the last 60 months (67%). In the last 12 months, the Jaguar AEGIR Strategy has been
positive in 11 of them – and in the one down month it lost just 0.01%.
More importantly, it also performs solidly well when the S&P 500 is struggling most and thus provides
effective diversification. In the last five years, there have been 7 months when the S&P 500 has lost more
than 5% in any given month (see Fig.2 below).
That statistic alone is surprisingly high. There is a greater than 10% chance of losing more than 5% of
your equity in any given month – and that’s in the biggest, longest bull market the world has seen.
To put that in perspective, the worst loss in any given month for the Jaguar AEGIR Strategy is 2.31%.
Those 7 months of large losses in the S&P 500 average at 7.85% per month for an aggregate loss of
almost 55%. In those same 7 months, the Jaguar AEGIR Strategy was positive in 6 of them and had an
average gain of 1.70% for an aggregate gain of almost 12%.
Certainly not enough to undo the pain from the S&P 500, but a way to provide some diversification and
to offer some comfort.
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Fig.2. Performance of AEGIR in S&P down months <-5%

And AEGIR is consistent on a daily basis as well. The excellent return in March was not the result of any
one single “big” trade, but rather the result of systematic analysis of the energy environment on a
constant basis, leading to a significantly higher trade volume and reduced trade duration. These trades
were mostly intra-day and the portfolio thus had little overnight exposure (see Fig.3 below).
“If you can keep your head when all about you are losing theirs…
…Yours is the Earth and everything that’s in it.”
Rudyard Kipling, If, 1909
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Fig.3. Daily and cumulative performance of AEGIR in March 2020

In March the strategy was profitable on 19 of the 22 trading days for a win: lose day ratio of 86%. This
would be outstanding in any market environment, but when you understand that the oil market in
March was at its most volatile EVER, then the consistency becomes extraordinary.
Fig.4 below shows the historic (actual) volatility3 of the active NYMEX WTI contract over the last 42
years or so.
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Fig.4. Historic volatility of active NYMEX WYI contract (closing basis)

You can see that the March high of >170% comfortably eclipses the previous high of 160% which was
touched in the first Gulf War, almost 30 years ago to the day.

3

Standard Deviation of closing prices on a rolling 20 day basis and annualised
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And this volatility measure only uses closing data – it does not include the intra-day swings which were
similarly vast. Fig.5 below shows the intra-day range of the same crude oil contract, expressed as a
percentage of underlying price.
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Fig.5. Intra-day price range (5 day average) expressed as a percentage of underlying price

Finally, the Jaguar AEGIR Strategy is cheap to fund. Managed futures operate on a margin basis which
offers an opportunity for leverage. Over the five year period to the end of March 2020, our strategy has
had an average margin requirement of just 3.75% - and it has peaked at 13.25%. Fig.6 below shows the
margin requirement (expressed as a percentage of trading level) over the period.
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Fig.6. Margin : equity requirement of the Jaguar AEGIR Strategy (20day rolling basis)

Notwithstanding the low margin requirement to date, we cap the margin requirement at 30%. Even at
the 30% level, there exists the facility to leverage at a rate of 3:1 (subject to FCM agreement).
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Conclusion
“Every great and deep difficulty bears in itself its own solution.
It forces us to change our thinking in order to find it”
Niels Bohr, Physicist, 1885-1962

It may come as a surprise to those of us of a certain vintage to realise that the 30 year-old graduates now
manning trading desks around the world have never seen a bear market (at least not in developed stock
markets) or indeed any major financial trauma or crisis. Assuming graduation at 23, these bright young
things started their careers in financial markets in 2013.
“The most aggravating thing about the younger generation is that I no longer belong to it”
Albert Einstein, 1879-1955

Conversely the 3 portfolio managers at Jaguar have over 85 years trading experience between them. We
have lived and traded through bull and bear markets across asset classes. We have lived and traded
through a number of wars and global conflicts. We have lived and traded through terrorist attacks,
financial crises, currency wars and collapsing hedge funds that have brought the financial system to the
brink. We have lived and traded through interest rate cycles that have both surprised and disappointed
markets. We have never traded through a global pandemic that threatens to undo the very fabric of
society – but then neither has anyone else.
We understand that both real news itself, fake news and market rumour can all have an extraordinary
and rapid and extremely deleterious effect on any given asset class – and usually multiple asset classes,
all at the same time.
“The golden rule is that there are no golden rules.”
George Bernard Shaw, 1903

This has led us to be cautious. The Jaguar philosophy, which has been built and refined on those multidecades of trading experience, has always been to ensure that we always have a risk appetite
appropriate to the assets we trade. It has served us and our investors well over the years. For sure, there
will be other asset managers that might make you more money in a given period. But there will not be
many that generate a better risk-adjusted return over time and with minimal sleepless nights.
The Jaguar AEGIR Strategy has been trading since 2012. In that time, it has had one down year on a
calendar basis (lost 1.95% in 2017) and in any rolling 12 month period, the worst it was ever down was
2.14%.
In the same period, the S&P 500 had two down years on a calendar basis (lost 0.71% in 2015 and 6.24%
in 2018). In any rolling 12 month period, the worst it was ever down was 8.81%.
“I have no idea what’s awaiting me, or what will happen when this all ends.
For the moment I know this: there are sick people and they need curing”
Albert Camus, The Plague, 1947

All of this, of course, should be read with the usual compliance caveats; “past performance no guarantee
of future performance “ etc. And rightly so. As we have already noted, markets can be notoriously fickle,
and that’s without the health crisis currently confronting us. Nobody needs reminding that the virus is
still spreading and that there is still no cure or vaccine. And although they are no longer front-page news,
there are still Brexit negotiations to be handled and an upcoming Presidential election.
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I have no idea how we’ll perform in the coming months and years. But I am confident that we will
continue to run our risk appropriately, that we will continue to generate solid returns and that we will
continue to provide effective diversification benefits to portfolios that are typically equity and bond
heavy.
In summary, despite the incredible situation that the world finds itself in at this time, it is still very much
business as usual at Jaguar.
“A pessimist sees the difficulty in every opportunity;
an optimist sees the opportunity in every difficulty.
Winston Churchill, 1921

Our latest performance, performance report, company presentation and previous research notes are all
available on our website at;
https://www.jaguarinvest.com/reports
We would be pleased to talk to you in more detail about the Jaguar AEGIR Strategy.
Jaguar Investments Limited
PS
For those that were wondering, we normally benchmark ourselves against the Societe Generale ShortTerm Traders Index (STTI) which is a whole lot more relevant to our investment space.
We have outperformed that as well over the same period, as follows;
AEGIR

STTI

+27.17%

-7.16%

12 Month Rolling Return

+18.11%

+9.35%

Best Month

+9.14%

+5.74%

Best 12 Month RR

+18.11%

+9.66%

Worst Month

-2.31%

-4.36%

Worst 12 Month RR

-2.14%

-12.17%

Average Up Month

+1.04%

+1.39%

Maximum Drawdown

-3.36%

-15.91%

Average Down Month

-0.84%

-1.33%

Annualised Volatility

5.34%

6.40%

67%

45%

0.93

-0.20

Cumulative Return

%age Up Months
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Sharpe Ratio (0%)
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Notes
This document is being issued by Jaguar Investments Limited and is for private circulation only.
PURSUANT TO AN EXEMPTION FROM THE COMMODITY FUTURES TRADING COMMISSION IN
CONNECTION WITH ACCOUNTS OF QUALIFIED ELIGIBLE PERSONS, THIS BROCHURE OR
ACCOUNT DOCUMENT IS NOT REQUIRED TO BE, AND HAS NOT BEEN, FILED WITH THE
COMMISSION. THE COMMODITY FUTURES TRADING COMMISSION DOES NOT PASS UPON THE
MERITS OF PARTICIPATING IN A TRADING PROGRAM OR UPON THE ADEQUACY OR ACCURACY
OF COMMODITY TRADING ADVISOR DISCLOSURE. CONSEQUENTLY, THE COMMODITY FUTURES
TRADING COMMISSION HAS NOT REVIEWED OR APPROVED THIS TRADING PROGRAM OR THIS
BROCHURE OR ACCOUNT DOCUMENT.
The information contained in this document is strictly confidential and may not be reproduced, distributed or
published by any recipient for any purpose without the prior written consent of Jaguar Investments. Under
no circumstances is this report to be used or considered as an offer to sell, or a solicitation of any offer to buy
any security. Any such offering may be made only by means of an offering memorandum and/or investor
agreement that will be furnished to prospective investors who express further interest in the strategy. Each
potential investor is advised to review the offering memorandum and/or investor agreement of the relevant
investment product, and consult with his/her own advisors regarding the suitability of an investment in the
relevant investment product by such potential investor. An investment in the strategy is speculative and
involves a high degree of risk. The strategy's performance can be volatile and there can be no assurance that
the strategy will achieve its investment objectives. While an investment in the strategy may result in profits, it
may also result in losses – investors may lose all or a substantial amount of their investment. The strategy may
employ leverage which can magnify gains or losses. PAST PERFORMANCE IS NOT INDICATIVE OF
FUTURE PERFORMANCE. The information and opinions contained in this document are for background
purposes only, and do not purport to be full or complete. While the information in this report has been
obtained from sources which we believe to be reliable, we do not guarantee its accuracy and, as such, the
information may be incomplete or condensed. No representation, warranty or undertaking, express or limited,
is given as to the accuracy or completeness of the information or opinions contained in this document by any
of Jaguar Investments Limited, its partners or employees and no liability is accepted by such persons for the
accuracy or completeness of any such information or opinions. As such, any reliance you may place on this
information or the validity of our opinion is at your own risk. All opinions and estimates included in this
report constitute Jaguar Investments' judgment as of the date of publication and are subject to change without
notice.
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