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2019 Performance of 4.2% 
 
Objective The fund aims to preserve and consistently grow its capital by investing systematically and well-diversified in futures 

of the most liquid financial markets. 
Portfolio Strong performance in equities and positive returns in currencies and the VIX were partially offset by a negative 

contribution from bond markets. 
 

 

Equities Four out of five equity markets performed strongly, generating 10%-30% on the capital allocated to them as our 
forecasts effectively anticipated market moves. The Japanese equity market was the only one with a minimal negative 
return and a weak forecasting performance.   

Fixed Income Three out of four bond markets detracted strongly from the performance of the fund after the trade war escalated in 
May 2019. Bonds had already been performing weakly for some time but with the politics taking center stage, the 
interest rate markets stopped being data-driven, thus confounding our forecasting models. 

Currencies Two out of three currencies performed positively. The British Pound became unpredictable on the back of the political 
turmoil caused by Brexit, which led us to stop trading in the market in 2019, a decision that paid off. 

VIX Our allocation to the VIX performed positively.  
 

Continuous Improvements during 2019 
 
Review Following the May 2019 bond drawdown we asked Marcos López de Prado, Professor at Cornell University and one of 

the world’s leading quantitative finance practitioners, to review our current approach and give us guidance on how to 
improve it. The workshop confirmed the validity of our three-step approach: Forecasting - Trading – Portfolio 
construction. However, within each of these separate steps machine learning offers a multitude of improvement 
opportunities. These we prioritized in a research plan which extends to the middle of 2020. 

Forecasts We successfully developed a new approach to produce market forecasts on a fully automated basis. For this, we applied 
the insights from the manual approach we developed over the last five years, particularly with respect to the selection 
and interpretation of the data.  The unique advantage of our new approach is that it allows us to generate additional 
diversifying forecasts in existing and new markets and most importantly, we are able to test them much more 
effectively. Specifically, the machine learning algorithm can produce a forecast with all the data available up to point X 
and then test if it works in the period X+1. A human being cannot replicate this, because his knowledge of the future 
data would bias him in the construction of the model. We are thus able to produce a realistic “walk-forward” 
performance instead of a significantly less reliable back-test.  

Outlook 2020 
 
Forecasts As explained above, using advanced machine learning algorithms we have successfully developed a set of additional 

robust forecasts that complement the forecasting models we built manually. To date, we have created these new 
forecasts for all the markets that we currently invest in. Our next priority is to roll-out this approach to new markets.  
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Markets As of January 2, 2020, we will only invest in markets with forecasts that either have a positive live track record or a 
positive walk forward over both the long term and the past three years. Similarly, within markets, we are relying on 
those model forecasts that have a positive Sharpe ratio either live or in walk-forwards.  This leads to both an increase 
in the number of forecasts we rely on as well as reducing or removing the allocation to markets where data-driven 
forecasts lack predictive power. Thanks to our new machine learning algorithms, we now use additional diversifying 
models in eight markets, meanwhile, we will no longer invest in Japanese equities as well as Australian and Canadian 
bonds.  We will reconsider investing in these markets if the walk forward turns positive for a relevant time period.  

 
Trading We are planning to enhance our reversion-oriented trading with a machine learning microstructural market analysis, 

which ought to provide us with a short-term risk indication of excessive buying or selling pressure. Based on this 
analysis, we plan to refrain from rebalancing our positions during such high-risk periods. This improvement is expected 
to go live in the second quarter of 2020.   

 
Portfolio As of the New Year, we will be allocating to four asset classes and nine markets and within each of these to two or up to 

three models using our existing risk parity approach.  Subject to constraints, we target equal risk weights first to asset 
classes, then to markets and finally to models within each asset class. We expect that the volatility and correlation 
characteristics of the portfolio will be in line with, or better than that of our historic portfolios despite the reduction in 
the number of markets, thanks to the addition of diversifying forecasts. We expect performance and diversification to 
improve further as we roll out new markets in the coming months.  

 
Disclaimer 
The Tom Capital Growth Fund is a contractual fund under Swiss law of the category “other funds for alternative investments” with special risks that implements its investment strategy through 
derivative financial instruments as described in 1.2 of the fund prospectus and §8 of the fund contract (use of equity, bond and currency derivatives based on an allocation process defined in the 
fund prospectus with integrated fund contract). Based on the instruments and the investment techniques used, the risks of the Tom Capital Growth Fund are not comparable to those of a conventional 
securities fund. In particular, the gross exposure of the investments may reach up to 585% (including credit) of the net asset value. Investors' attention is explicitly drawn to the risk information 
described in the fund prospectus. Under extraordinary circumstances, investors in the fund need to be prepared and capable to suffer the partial or total loss of capital. The information in this 
document is given for information purposes only and does not qualify as investment advice. No liability is assumed for the accuracy and completeness of the information. Opinions and assessments 
contained in this document may change and reflect the point of view of Tom Capital in the current economic environment. This document qualifies as marketing material. Investments should only 
be made after a thorough reading of the current prospectus and/or the fund regulations, the current annual and semi-annual reports (the “legal documents”), as well as after consulting an independent 
finance and tax specialist. The performance of past values and returns is no indicator of their current or future development. The performance of values and returns does not include the fees and 
costs which may be charged when buying, selling and/or switching units.  


