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Last week’s podcast was a deep dive into trend following and managed futures strategies
with MIT Ph.D. Katy Kaminski, who co-authored the book 7Trend Following with Managed
Futures: The Search for Crisis Alpha. My co-host Wesley Gray, CEO of Alpha Architect,

refers to Katy as the “master ninja”l

having read her book multiple times.

of managed futures investing-he is a major groupie,

Kaminski was fascinated by the futures market right away, when she first dealt with them
in-depth as part of her PhD teaching curriculum. She 1liked the idea of managing risk and
exposures via futures rather than through traditional equities.

Kaminski recounted how she would give academic talks and academics would ask whether she
had looked at the Fama/French factors in her futures work-and it was like the academics
were speaking a different language; the Fama/French factors look at explaining returns
across the cross section of equity markets and have less relevance for the aggregated
market returns at a higher Tevel.

Kaminski discussed how many pension funds do not quite understand how managed futures
returns are structured and how often 80%-90% of capital is held in Treasury securities
that earn short-term rates of interest and the other 10%-20% of capital is invested 1in
futures with very high risk-1ike a barbell strategy. Now, one of the reasons managed
futures had disappointing returns over the Tlast decade is the historically Tow interest
rate regime that generated low returns on the Treasury collateral. But with the Fed
hiking 1interest rates, the underlying collateral for managed futures strategies is
starting to earn higher basic returns and is arguably becoming increasingly important.

Are Managed Futures Dead?

Kaminski said she had in the course of her career seen many instances where managed
futures strategies were pronounced dead given their challenging environments, but every
time that has happened, an event occurred that caused performance to come back
meaningfully.

This was a great conversation with one of the world’s premier researchers on managed
futures. For those who want to learn more, our conversation touched on things 1ike:

e How to think about creating the underlying assets within a managed futures strategy

e How to think about how dynamic one’s trading strategy should be in balancing short-
term and long-term signals
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e How to consider long-term return potential of managed futures

e How to think about building a portfolio, including why Kaminski Tikes diversifying a
standard 60/40 equity bond portfolio with a 20% allocation into managed futures
strategies.

To Tisten to the full conversation, click here.

l“Master ninja” is a reference to Katy Kaminski made by wesley Gray on Twitter. See https

://twitter.com/alphaarchitect/status/964623187844661251

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Managed futures : An alternative investment strategy in which futures contracts are
used as part of the investment strategy.

Fama-French : Refers to a factor-based model to describe stock returns developed by
Eugene Fama and Kenneth French. Their original three-factor model breaks down the
components of stock returns to market risk, company size and book to market ratio, or
value. &nbsp.

Treasury : Debt obligation issued by the U.S. government with payments of principal and

interest backed by the full faith and credit of the U.S. government.
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