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are crises. It is important to note that 
each crisis or correction is different and 
that both the depth and length of each 
crisis, as well as its recovery period, 
varies from one drawdown to another. 
To put this into perspective, we consider 
the peak-to-trough loss in equity markets 
using data from 1992 to 2020. Using this 
approach, we are able to identify nine 
substantial drawdowns since 1998.2 
Each of these crisis and correction 
events is detailed in table 1.

For each period, we highlight the exact 
dates of the period, the total depth 
(cumulative loss), the total length 
(number of trading days), the correspond-
ing equity position of a fast and slow 
trend-following system at the beginning, 
and the return of a representative fast and 
slow trend-following system for the same 
period. Each crisis period is given a 
descriptive name that will be used in the 
remainder of this article for simplicity. 

different crisis periods, this article also 
considers two different trend-following 
trading systems: a faster trend system 
(with signals using data from less than 
six months) and a slower trend system 
(with signals using data from more than 
six months). This article first exam-
ines the severity of each crisis period in 
recent history, focusing on both depth 
and length. It then discusses how trend 
signal speed, prior equity positioning, 
and non-trend signals impact perfor-
mance during both the crisis and  
subsequent recovery periods.

CRISIS OR CORRECTION?
A correction is a short-term loss that 
recovers relatively quickly. A crisis, on 
the other hand, is a prolonged period  
of market stress with sustained losses.  
For the purpose of this article, losses  
of 15 percent or more over periods of 
two months or less are corrections,  
and deeper or more sustained losses  

History doesn’t repeat itself, 
but it does tend to rhyme. 
Each crisis period in finan-

cial markets is different, but crisis peri-
ods may have some aspects in common. 
In 2020, equity markets endured a 
devastating fall in the wake of concerns 
around COVID-19. This article looks 
at recent market conditions from the 
perspective of a trend-following strat-
egy to determine what is similar and 
what is different from the crisis peri-
ods that came before. Trend-following 
strategies take long and short positions 
across a wide range of asset classes 
(i.e., equity indexes, bond index futures, 
rates, currencies, and commodities). 
Over time and across asset classes, they 
adapt to changing market conditions 
using statistical techniques that measure 
and adjust to prevailing market trends, 
sometimes achieving “crisis alpha.”1 
Given that the speed of trend measure-
ment can provide different results in 
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DESCRIPTION OF CRISIS AND CORRECTION PERIODS FOR THE S&P 500 TOTAL RETURN INDEX, 1992–2020

Descriptive Name
Peak  
Date

Trough 
Date

Total 
Depth

Total 
Length

Fast Trend-
Following 
Weights

Slow Trend-
Following 
Weights

Fast Trend 
Return (%)

Slow Trend 
Return (%)

Russian Debt Crisis 7/17/1998 8/31/1998 19.19% 31 20% 20% 4.84% 5.25%

Tech Crisis 9/1/2000 11/30/2000 13.29% 64 39% 36% 2.98% 3.15%

Sub-Prime 10/9/2007 3/10/2008 17.91% 108 23% 6% 15.40% 19.59%

Lehman 5/19/2008 3/9/2009 51.52% 209 20% 14% 7.88% 5.09%

Flash Crash 5/3/2010 6/30/2010 13.93% 42 26% 41% 0.62% –1.07%

Euro Crisis 8/1/2011 8/8/2011 12.96% 5 –5% –7% 2.07% 3.19%

Volpocalypse 2/1/2018 2/8/2018 8.51% 5 43% 60% –5.50% –6.23%

Equity Sell-Off 9/20/2018 12/24/2018 19.36% 67 17% 15% 2.61% –1.86%

COVID-19 2/19/2020 3/23/2020 33.79% 23 35% 107% 7.91% –2.00%

Past performance is not necessarily indicative of future results. Each crisis or correction period is defined as the peak-to-trough loss. For certain periods such as the tech bubble, several 
waves of losses warrant distinct time periods; only the first wave is presented here and throughout the paper, labeled Tech Crisis. Fast Trend-Following represents a generic trend-following 
strategy implemented with equal risk-weighting across futures markets spanning commodities, equity indexes, fixed income, and currencies, with signals using data from less than six 
months. Slow Trend-Following represents a similar generic trend-following strategy with signals using data from more than six months. Source: Bloomberg, AlphaSimplex

Table
1
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fast or slow trend-following system. For 
comparison, the equity weights for both 
the fast and slow systems also are plotted 
to demonstrate how these systems react 
to the equity markets’ moves. Note that 
the dashed lines (slower trend systems) 
seem to move slower out of equity markets 
as they draw down in each crisis period.

Each of these graphs demonstrates  
how trend-following strategies can 
capture crisis alpha; most of these crisis 
periods resulted in positive returns for 
the strategy, whether it is fast or slow—
but there are a few exceptions. For exam-
ple, during short corrections where the 
strategy is long equity, the strategy may 
not be able to get out of its equity posi-
tion and find other opportunities before 
the market corrects. During quick sell-
offs, faster trend-following systems seem 
to be able to navigate the environment 
slightly better. Yet on average, for many 
crisis periods, both slow and fast systems 
seem to navigate the events similarly.

PRIOR POSITIONING MATTERS, 
ESPECIALLY FOR SHORT PERIODS
As figure 1 shows, each crisis or correc-
tion is different both in depth and length. 
So clearly for trend-following strategies, 
prior positioning matters.4 If trend-
following strategies are long equities 
going into a crisis or correction period, 
they can take time to adjust to changing 
market trends. As we saw in table 1, the 
COVID-19 crisis and the Volpocalypse 
included some of the biggest equity 
exposures going into the events. 
However, because trend-following strate-
gies adapt and find trends across asset 
classes, we simply cannot look at equi-
ties and see the whole picture. Instead, 
we need to consider the equity position 
before the crisis and compare with the 
returns of other asset classes during  
periods of stress. To demonstrate this, 
figure 4 plots the performance of repre-
sentative fast and slow trend systems for 
each crisis and correction period against 
the prior equity position.

Figure 4 shows that if trend-followers  
are long equities going into a crisis the 

13-percent loss; and the Volpocalypse 
lasted five days with an 8.5-percent  
loss. Using the definition given above, 
losses of 15 percent or more over periods 
of two months or less are corrections, 
and deeper or more sustained losses  
are crises.3

THE NEED FOR TREND SPEED
If things move fast, one might argue it  
is advantageous to be faster—even if the 
prediction is wrong. For trend-following 
strategies, this has been true historically; 
however, it really depends on how a crisis 
or correction period evolves. To consider 
how speed matters, figure 3 shows the 
cumulative equity return during each 
crisis or correction period compared with 
the cumulative return of a representative 

Figure 1 plots the cumulative return of 
the S&P 500 Total Return Index with 
these periods highlighted for reference.

Figure 2 presents a schematic that com–
pares past crisis and correction periods; 
the relative adjusted size of each circle 
represents crisis speed defined as depth 
divided by length. This approach can 
help us visualize how crisis and correc-
tion periods differ. From this simple 
picture, we can clearly see that the 
European Debt Crisis, the Volpocalypse, 
and the COVID-19 crisis had the high-
est crisis speed (drawdown divided by 
length of drawdown) of all periods. The 
COVID-19 drop lasted 23 days with a 
roughly 34-percent loss; the Euro Crisis 
lasted a mere five days with a roughly 

Figure
1 CRISIS AND CORRECTION PERIODS, 1992–2020

As described in table 1, only the first drawdown is plotted for the Tech Crisis period. 

A correction is defined as losses of 15 percent or more over a period of two months or less. A correction with deeper  
or more sustained losses is considered a crisis. Past performance is not necessarily indicative of future results. 

Source: Bloomberg 
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Figure
2

HISTORICAL CRISIS AND CORRECTION PERIODS, 1992–2020
The size of each circle represents the relative speed of each crisis or correction 
period, where speed is defined as drawdown divided by length of drawdown. 

Past performance is not necessarily indicative of future results. 

Source: Bloomberg, AlphaSimplex
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the multi-strategy approach seems to 
perform better during the short events 
such as the 2010 Flash Crash, the 2018 
Equity Sell-Off, and the 2018 Volpocalypse. 
Because the composition of managers and 
their strategies change over time, further 
research may be necessary to pinpoint 
which strategies or approaches outside of 
trend might be driving these differences.6

In order to visualize the relative perfor-
mance differences between a pure trend 
and a multi-strategy approach, figure 6 
plots a circle for each crisis period. The 
shaded circles indicate times when  
pure trend outperformed multi-strategy; 
the clear circles indicate times when 
multi-strategy outperformed pure trend.  
The size of each circle indicates the  
relative magnitude of outperformance  
or underperformance of pure trend versus 
multi-strategy.

TREND VS. MULTI-STRATEGY CTA
In most of the prior analyses, we use a 
simple representative trend-following 
strategy to demonstrate how the trend 
would react to market moves. In practice, 
many managers also include a range of 
other approaches outside of pure trend, 
which can affect performance during 
periods of equity market losses.5 To 
demonstrate how this might impact 
returns, we compare the performance of 
a pure trend index (the SG Trend Index) 
and a multi-strategy commodity trading 
advisor (CTA) approach (the SG CTA 
Index). Figure 5 plots the returns of these 
two indexes compared with the equity 
loss periods detailed in table 1. 

In figure 5, the pure trend strategy seems 
to outperform during the longer, more 
sustained crisis periods as well as during 
the COVID-19 crisis. On the other hand, 

strategy will experience some losses; 
however, faster trend systems are able  
to move out of equity markets faster. 
Consider the recent COVID-19 crisis. 
Given the speed of the crisis period, 
faster trend systems were able to move 
out of equities faster. Additionally, these 
systems already were positioned with 
lower equity exposure, perhaps due to 
increased equity volatility in late January 
2020. It is notable that for each crisis or 
correction period there are positive 
trends in a range of asset classes 
(commodities, fixed income, currencies, 
and equity indexes). The key takeaway 
from the recent COVID-19 crisis is the 
divergence in performance between fast 
and slow trend systems. During one of 
the fastest crisis periods, being fast was 
clearly better, whereas in other historical 
periods with more-sustained crisis losses 
this distinction has been less clear.

Figure
3 EQUITY MARKET RETURNS DURING EACH CRISIS, AND CORRECTION PERIOD VS. PERFORMANCE OF 

FAST AND SLOW REPRESENTATIVE TREND-FOLLOWING SYSTEMS
For each time period, the equity weights for both the fast and slow trend-following systems are plotted on the right-hand side to 
demonstrate how these systems move with equity market price moves. Note that trend-following returns are based on a multi-asset 
class approach including a wide range of global futures in equity, bond, currency, and commodity futures. 

Source: Bloomberg, AlphaSimplex

RUSSIAN DEBT CRISIS TECH CRISIS SUB–PRIME 
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ENDNOTES
 1. “Crisis alpha” opportunities are profit 

opportunities gained from persistent 
trends during periods of market stress or 
crisis. For more information on the concept 
of crisis alpha, see Kaminski (2011).

 2. Note that the Tech Crisis is defined by 
four substantial drawdowns (September–
November 2000, February–March 2001, 
May–September 2001, and June–July 2002). 
For comparison with the recent COVID-19 
crisis, we consider the recovery period for 
the first drawdown in each crisis period 
for the remainder of the article. Note that 
only the Tech Crisis experienced multiple 
drawdowns in this period.

 3. For additional details on the distinction 
between a crisis and a correction, please 
see Kaminski (2019).

 4. For additional details, please see Kaminski 
(2019).

 5.  This concept is discussed in detail in 
Chapter 16 of Greyserman and Kaminski 
(2014).

 6. See also Kaminski and Sinnott (2019).
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periods in history. Despite being long 
equities going into this historic move, 
trend-following strategies managed  
to adapt to find positive opportunities 
despite the difficult scenario, as they 
have done during past crisis periods. 
What rhymed with past crises is that 
trend followers, especially pure trend 
followers, found opportunities that 
allowed them to outperform while navi-
gating market moves, and faster systems 
were better poised to move with such 
large moves. What was different was  
the sheer speed of the equity losses. 
After a strong and steady recovery, what 
still remains unclear is where we will go 
from here. One thing holds true: When 
it comes to crisis alpha, everyone likes 
the alpha but no one likes the crisis. 

From this example, we can see that pure 
trend tends to perform well during 
longer, more drawn-out crisis periods 
and to perform less well during correc-
tions or short-term crises.

CONCLUSIONS
The year 2020 was a challenging market 
environment for most investment portfo-
lios. After the big moves in the first 
quarter of 2020, few strategies were able 
to navigate this high-volatility, fear-
driven, and uncertain environment. 
Trend-following strategies are well-
known to have the potential to generate 
crisis alpha by adapting to the persistent 
trends that occur in the wake of a market 
crisis. The 2020 COVID-19 market 
crisis was one of the fastest crisis  

Figure
4 FAST AND SLOW TREND RETURNS BY ASSET CLASS

Performance by asset class for both a fast and a slow trend-following generic  
strategy for each crisis and correction period. For reference, the initial equity  
positions for the trend-following systems are plotted for comparison. 

Source: AlphaSimplex
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■ Equity Return     ■ SG Trend     ■ SG CTA

Kaminski, Kathryn M., and Robert W. Sinnott. 
2019. CTA Style Evolution. AlphaSimplex 
Insights. https://www.alphasimplex.com/
insight/cta-style-evolution/.

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 3/15/2021 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 

Figure
5 COMPARISON OF PURE TREND VS. MULTI-STRATEGY CTA PERFORMANCE

Equity market returns during each crisis and correction period compared with the performance of a group of pure trend-following 
managers using the SG Trend Index and a group of multi-strategy CTA managers using the SG CTA Index (index information avail-
able since January 2000). 

Source: Bloomberg, AlphaSimplex
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Figure
6

PURE TREND VS. MULTI-STRATEGY CTA RELATIVE PERFORMANCE  
COMPARISON BY CRISIS AND CORRECTION PERIODS
A visual representation of the relative performance difference between pure trend  
(using the SG Trend Index) and multi-strategy CTA (using the SG CTA Index) approaches. 
The shaded circles demonstrate when pure trend outperforms and the clear circles 
show when multi-strategy outperforms. The size of the circles represents the magni-
tude of the return differences during each crisis or correction period.

Past performance is not necessarily indicative of future results. 

Source: Bloomberg, AlphaSimplex
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