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In the summer of 2010 on a warm day in Cambridge, Massachusetts, I sat in the offices of 
AlphaSimplex presenting a new research concept I had come up with called “crisis alpha.” 
That summer in particular, when I wasn’t teaching a course at MIT, I was avidly researching 
trend-following strategies. Post-2008, I was determined to understand why trend-following 
strategies performed so well in the great financial crisis. From my perspective, “If you don’t 
know why, you don’t know much”—and I wanted to know why. I wanted to understand what 
drove these strategies to capture what I termed “crisis alpha,” a concept I would eventually 
bring to a wider audience in collaboration with the Chicago Mercantile Exchange (CME),1 and 
then even later write an entire book about.2 488 pages to be exact—and yes, I counted. Little 
did I know that several years later I would be back at AlphaSimplex as a portfolio manager, 
living with the daily moves of a sizeable trend-following program. In 2010, my research was 
of clear interest to AlphaSimplex, as this was the same time that they created a liquid 
alternative trend-following program—one of the first of its kind. At this point, liquid 
alternatives were a new concept, and AlphaSimplex’s goal was to disintermediate the hedge 
fund industry and to bring uncorrelated and diversifying strategies to a wider audience in a 
format that was liquid, transparent, and affordable. Ten years later it is amazing to think how 
much has changed, how much we have learned, and how markets and our understanding of 
them have evolved. To celebrate ten years of trend following at AlphaSimplex, I wanted to 
take time to look back on my personal journey in the great quest for “crisis alpha”.  
 

What is Crisis Alpha?  
Being a trend-following nerd, I am often asked the simple question: “When does trend 
following work?” I usually respond that trend following generally works when things happen 
we don’t expect, we don’t anticipate, we don’t appreciate, or frankly when things happen we 
don’t necessarily want or even like. Trend followers love the uncomfortable moments, the 
unexpected new normal. Persistent coordinated change, often even disruptive change, can 
cause market prices to trend strongly into what is to come. This is most evident during periods 
where things are most uncertain. As a fan of trend following, I have learned with extensive 
analysis that in markets we can find “crisis alpha everywhere.”3 In simple terms, when things 
change, prices on average tend to be more persistent and in these moments following the 
trend is often exciting and profitable. In other words, when things are truly uncertain the 
market prices themselves may lead us to new directions. An equity crisis is just one type of 
change, often one of the most disruptive for more investors, but many different types of crisis 
can lead to tradable trends. To demonstrate this, Figure 1 below plots how trend following 

                                       
1 Kaminski 2011. 
2 Greyserman and Kaminski 2014. 
3 Kaminski 2017.  
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performed during crisis periods for equity markets.4 In my original paper, I defined “crisis 
alpha” opportunities as the potential opportunities from persistent trends during periods of 
market stress or crisis. This concept became ever more palpable in early 2020 as equity 
markets faced the first real crisis period in over a decade. Speaking from my personal 
perspective I, like many others, have learned that when it comes to crisis alpha, we all like 
the alpha but no one likes the crisis.5  
 

Trends, Trends, Everywhere 
History doesn’t repeat but it does tend to rhyme. In our book about trend following, Alex 
Greyserman and I began our study with a reflective historical perspective in mind. As typical 
quants, this included an ambitious 800-year analysis of trend following.6 This analysis used 
somewhat subjective data with a wide range of assumptions covering a vast range of different 
periods in human history. For example, did you know that certain commodity markets, such 
as rice, date all the way back to around 1000 A.D.? The one thing that I truly learned from 
this data, from a long-term perspective, is that the world always changes, but there are 
                                       
4 For a balanced perspective, we also list the worst quarters of Managed Futures performance. Some 
of these quarters are when equity markets experienced sharp recoveries or short-term reversals. 
5 Kaminski and Yang 2020b.  
6 Greyserman and Kaminski 2014 (Chapter 1). 

Figure 1: Returns from January 1, 2000 – June 30, 2020. Source: Bloomberg and CME Group. Past performance is 
not necessarily indicative of future results. 
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always trends somewhere. What drives trends may be different, but new directions or new 
regimes nearly always appear no matter what may be happening in markets. I have a feeling 
this will be all the more apparent in a post-COVID-19 world. We have no idea if it will be 
government intervention, inflation, global political turmoil, or ecological change that creates 
the trends to come. In the last ten years, we have seen trends across equities, currencies, 
commodities, and fixed income. We saw an energy crisis in 2014, raging bull markets in 
equities in 2017, yields falling towards zero in 2019, and many other unanticipated events. 
All of these trends are obvious after the fact, but we had no way to predict them at the time.7 
 

Style Evolution 
I joined the Managed Futures industry in October 2008 as a freshly minted MIT Ph.D. or, as I 
often joke, a recovered academic. At this point, few people knew why trend following worked; 
many investors were just happy that something was still positive in the wake of the global 
financial crisis. Managed Futures had been around for decades but it was still perceived with 
some disdain by classic investment professionals. The Managed Futures industry blossomed 
on the heels of a tremendous 2008. Later, thanks to academic research embracing trend 
following under the sophisticated new name “time series momentum,” the strategy suddenly 
became more widely accepted.8 Despite its simple beginnings, the industry has evolved 
substantially since the great financial crisis.  
 
Since that summer day in 2010, I would say that the biggest changes I have seen are (1) 
how strategies evolved (i.e., what strategies managers use) and (2) the range of investor 
objectives. In 2010, there were fewer questions about trend following; investors just wanted 
to know why it might work. Today their questions have evolved to include how strategies 
respond to different market moves and what specific version of trend following will work best 
for their portfolio. After living through this transformation, in 2018, again in typical quant 
fashion, Robert Sinnott and I decided to quantify it. In our paper,9 we used statistical 
methodologies to examine how managers had changed strategies over time. Consistent with 
our intuition, we found that trend-following strategies have in general slowed down and 
started including a wider range of risk premia strategies into the mix. This move has 
segmented products into two core groups, which I like to call: the diversifier vs. the 
complement. Multi-strategy Managed Futures approaches are more focused on overall 
diversification by adding further complexity to their programs. Pure trend-following 
enthusiasts (like myself) have stuck to what works for them by focusing on the 
complementary nature of trend-following strategies to most traditional assets. As Alex and I 
explained in our book, there are some tradeoffs for moving away from trend, which we called 

                                       
7 Kaminski 2017; Kaminski 2019; Kaminski 2020; Kaminski and Yang 2020a.  
8 Moskowitz, Ooi, and Pedersen 2012. 
9 Kaminski and Sinnott 2019. 
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the “costs of crisis alpha.”10 In general, the 2020 COVID-19 crisis seemed to show similar 
results. We found in 2020 that pure trend-following strategies and faster systems seemed to 
outperform multi-strategy and slower approaches. Using data from Kaminski and Yang 
(2020a), Figure 2 plots the relative performance of trend following and multi-strategy 
Managed Futures programs during the crisis periods of the last twenty years. In this Figure, 
the bubble size represents relative outperformance and the color indicates which type 
outperformed. The dark bubbles are crisis periods where pure trend outperformed. The bigger 
the bubble the larger the outperformance. To me the intuition is simple. In non-technical 
terms, when things get really bad a classic trend-following strategy may be able to navigate 
the crazy better than anything more complex.  
 

Figure 2: A visual representation of the relative performance difference between pure trend (using the 
SG Trend Index) and multi-strategy (using the SG CTA Index) Managed Futures approaches during 
Crisis/Correction periods for the S&P 500 Total Return Index from 1992 to 2020. Each crisis/correction 
period is defined as the peak-to-trough loss. For certain periods such as the tech bubble, there are 
several waves of losses which warrant distinct time periods; only the first wave of losses is included 
here. The shaded circles demonstrate when pure trend outperforms and the clear circles show when 
multi-strategy outperforms. The size of the circles represents the magnitude of the return differences 
during each crisis or correction period. Past performance is not necessarily indicative of future results. 
Source: Kaminski and Yang (2020a).  

Once a Trend-Follower, Always a Trend-Follower 
2020 has taxed many of us in new and unexpected ways. It has been a time when I am truly 
grateful to be a systematic manager, as making judgement calls in the heat of the moment 
this year seems a daunting task. It is very comforting to follow a well thought-out and 
researched systematic process. Yet, although trend followers are systematic managers, few 

                                       
10 Greyserman and Kaminski 2014 (Chapter 14). 
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of us would have imagined a world where we would also be both systematic and remote. But 
the world changes, people adapt, and we find new ways to solve old problems. Ten years 
after the launch of the AlphaSimplex Managed Futures Strategy, the most exciting part of 
looking back is how much we have learned, how many different market environments we 
have endured, and how much we continue to innovate and adapt. As a pure trend-following 
enthusiast, I remain optimistic for the future even as the world ahead still remains uncertain. 
For those of us who appreciate uncertainty, this is a both a time of stress and also a time of 
opportunity. After 800 plus years of trend following, I’m looking forward to the next ten years.  
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Disclosures  
Past performance is not necessarily indicative of future results. Managed Futures strategies can be 
considered alternative investment strategies. Alternative investments involve unique risks that may be 
different from those associated with traditional investments, including illiquidity and the potential for 
amplified losses or gains. Investors should fully understand the risks associated with any investment 
prior to investing. Commodity-related investments, including derivatives, may be affected by a number 
of factors including commodity prices, world events, import controls, and economic conditions and 
therefore may involve substantial risk of loss.  

The illustrations and examples presented in this document were created by AlphaSimplex based on 
unaudited internal data and methodologies. Accordingly, while the underlying data were obtained from 
sources believed to be reliable, AlphaSimplex provides no assurances as to the accuracy or completeness 
of these illustrations and examples. The views and opinions expressed are as of 8/31/2020 and may 
change based on market and other conditions. There can be no assurance that developments will 
transpire as forecasted, and actual results may vary. All investments are subject to risk, including risk 
of loss.  

This document has been prepared for informational purposes only and should not be construed as 
investment advice. AlphaSimplex is not registered or authorized in all jurisdictions and the strategy 
described may not be available to all investors in a jurisdiction. Any provision of investment services by 
AlphaSimplex would only be possible if it was in compliance with all applicable laws and regulations, 
including, but not limited to, obtaining any required registrations. This material should not be considered 
a solicitation to buy or an offer to sell any product or service to any person in any jurisdiction where 
such activity would be unlawful.  

Publication: September 2020. Copyright © 2020 by AlphaSimplex Group, LLC. All Rights Reserved. 
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