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May 2021 – KEY TAKEAWAYS

The NHL FUND recorded a return for May 2021 of +0.75%. Of the 146
matches completed during the month, the Fund traded 52 games. This
was in line with expectations.

The market continued on its strong performance from April for the first
two weeks of May, clearly outperforming its long term average. This
period made trading profitably problematic. By the latter part of the
month the market strike rate (SR) showed clear signs of weakening and
we were able to take advantage, finishing the month strongly. The
early losses for the month were able to be recouped during this period.

For May the return by the the benchmark indices were DJIA (+1.84%),
NASDAQ100 (-1.70%) and HFRX Global Hedge Fund Index (+0.38%).
The DJIA continued its strong run to outperform the NHL Fund whilst,
for the month, the other indices were eclipsed by the NHL Fund.

Year-to-date the NHL Fund has returned +3.42%. Year-to-date the
benchmark indices returns have been; DJIA (+11.64%), NASDAQ100
(+1.14%) and HFRX Global Hedge Fund Index (+3.34%).

Whilst for much of the past two months the market performance has
been unprecedented there are clear signs that the regression to the
mean has commenced. After hitting SR highs in April of 72% and again
starting May with SRs in the 60-65% range the market finished the
month with a rolling 7-day SR of approximately 50%.

The SR of the algorithm underpinning the investment decisions
remained solid at 59.6%. This augurs well for the upcoming play offs
where we anticipate the market to struggle in correctly pricing
outcomes.

The month in review
For the month of May 2021, we generated
a gross return of +0.75%. Year-to-date the
Fund has returned +3.42%.

Whilst the Fund return for the month was
lower than expected, the continued strong
performance of the market has meant that
it has been increasingly difficult to trade
profitably. Indeed, part way through the
month the Fund was down 1.50%,
testament to the strong market.

Towards the end of the month the market
performance commenced its (long awaited)
regression to its mean. During this period,
the algorithm continued to perform at
expected levels. We were able to capitalise
on this and traded profitably through to the
end of the month. If the market continues
to operate at or around its long-term SR for
the remainder of the season and beyond,
we can expect the Fund returns to grow.
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The month in review
For the month of May 2021, we have generated a gross return of
+0.75%. As explained herein, the profitability of the Fund for the
month was split into two halves, the first half being problematic,
the second half being commensurate with our expectations.

Result Summary

Given the continued strong performance of the market to start
the month we struggled to trade profitably. To May 12th we were
down over 1.5% for the month with only three profitable trading
days.

As soon as the market performance started to show signs of
regression to its long-term average we we were able to
implement our adaptive trading strategy, thus maximising the
opportunity that was presented. We finished the month strongly
with only two losing days out of the last 14.

Over the long-term the algorithm technology underpinning the
investment decisions has consistently outperformed the market
by at least 3-4%, a comfortable margin that allows profitable and
confident trading in the NHL markets. The algorithm has
consistently performed as expected this season, and again did so
in May with a SR of 60%. As per above, and as shown in Figure 1,
it was only during the latter half of May that we were able to
capitalise on this performance.

From the Trading Desk – “the Tracy Chapman edition”

To quote the artist after whom this edition of the monthly report
is dedicated…”finally the tables are starting to turn…”. We are
not quite “talkin’ ‘bout a revolution” but what we did see was the
market starting to cool off towards the end of the month and with
some amended trading strategies we were able to squeak out a
profit.

As mentioned in the April report the market had been striking at
unprecedented levels of up to 72%, compared with the long-term
average of circa 58%. This made it very difficult to trade
profitably. Whilst the market started the month of May strongly
it started to revert to its mean towards the latter half of the
month, finally dipping below its long-term average. Figure 1
below charts the 7-day rolling market SR through May clearly
displaying the drop off in market SR performance at month end.

NHL Fund DJIA NASDAQ100 HFRX

May Return (%) +0.75 +1.84 -1.70 +0.38

Year-to-date  (YTD) +3.42 +11.64 +1.14 +3.34

TABLE 1: Results for May 2021 & YTD

June Outlook
We will start June 2021 continuing to monitor the market
performance and adjusting our trading strategy as appropriate.
From a purely statistical viewpoint it is highly unlikely that the
market SR will revert back to the highs of 72% that have been
seen over the past two months, thus creating more favourable
trading conditions for the Fund.

Furthermore, with play offs looming it is envisaged that the
algorithm technology will be more suited to predicting outcomes
than the market during this phase of the season. One hypothesis
for the strong market performance this season has been the
familiarity of teams owing to the adjusted schedule, catering for
Covid-19. The schedule has meant teams have faced off regularly
through the season, making it easier for the odds makers to price
the outcome.

As we head towards the back end of the play offs, teams will be
facing each other for the first time. It is anticipated that where
the market will struggle to accurately price these markets, the
algorithm will excel. We will look to actively trade these matches
and finish the season strongly.
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FIGURE 1: Rolling 7-day market SR for the month of May
LTA – long term average market SR


