
MARKET  +  P ORTFOLIO  COMMENTARY  |  Q1  202 3  

Altegris Futures Evolution Fund EVOAX | EVOCX | EVOIX | EVONX 

Market Commentary 

Silicon Valley Bank’s (“SVB”) failure, the second largest in US history, led to a tumultuous first quarter of 2023 
as it cascaded throughout financial markets. The effects of the failure and the subsequent banking concerns 
were felt across markets.  Investors quickly turned their attention to other banks with actual or potential 
liquidity issues, and volatility in interest-rate-linked instruments spiked as monetary policy expectations reset.  
The market reacted to SVB’s failure like it was the first sign of a more significant problem. As a result, rate 
markets quickly priced in an almost 100 bp cut in Fed Funds in 2023, with some calling for a return to 
quantitative easing. As a result, trend-followers faced a uniquely challenging environment, exemplified by the -
9.12% two-day return for the benchmark SG Trend Index from Friday, March 10 to Monday, March 13, 2023, the 
worst two-day performance since its 2000 inception.  While trend reversals in any market cycle are inevitable, 
the speed and magnitude at which they occurred in some of the most liquid financial markets caught many 
managers off-guard.    

A core tenet of trend-following is inverse position sizing relative to a market’s volatility.  In other words, 
position sizes are larger when volatility is lower but are cut when volatility spikes relative to history.  As 
positions are cut and signals change, trend-following adopts a wait-and-see approach during heightened 
volatility to minimize ongoing whipsaws.  Many global interest rate contracts have seen a steady, profitable 
trend from short positions as yields have risen in response to the central banker’s rate hike cycles beginning in 
2022. As volatility spiked in mid-March, trend-following strategies rushed to cover short fixed income and FX 
positions.  

Several fixed income and FX markets experienced meaningful reversals, but the heavily watched two-year US 
treasury was center stage for investors. The months-long upward trend in yield reversed, tumbling from above 
5% to around 3.8% over three trading days, one of which was the largest daily move since Black Monday 1987.  
The existing trends before the mid-March reversal had trend-followers positioned short of US and global fixed 
income futures; however, the volatility spike led to (and perhaps exacerbated) a rush to cover these positions 
and ‘reset’ exposure.  Indeed, the Fund’s overall net exposure at the end of the quarter sits at a multi-year low 
as we wait for new trends to emerge. 

Fund Returns | As of 3/31/2023 

   Annualized Return 

 QTD YTD 1YR 3YR 5YR 10Y 
Since 

Inception* 

EVOIX: Class I -2.60% -2.60% -4.63% 6.70% 1.69% 3.61% 3.27% 

EVOAX: Class A -2.76% -2.76% -4.95% 6.45% 1.42% 3.33% 3.00% 

EVOCX: Class C -2.87% -2.87% -5.53% 5.67% 0.68% 2.57% 2.18% 

EVONX: Class N -2.76% -2.76% -4.84% 6.44% 1.44% 3.35% 3.00% 

ICE BofA 3-mo T-bill Index 1.08% 1.08% 2.53% 0.90% 1.41% 0.87% 0.77% 

EVOAX: Class A (max load)** -8.38% -8.38% -10.40% 4.37% 0.22% 2.73% 2.47% 
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* The inception date of Class A, Class I, and Class N is 10/31/11; the inception date of Class C is 02/16/12.  Past performance is not 
indicative of future results.  Returns for periods longer than one year are annualized.  

** The maximum sales charge (load) for Class A is 5.75%.  Class A Share investors may be eligible for a reduction in sales 
charges. 

The total annual fund operating expense ratio, gross of any fee waivers or expense reimbursements, is  
2.05% for Class A, 2.80% for Class C, 1.80% for Class I, and 2.05% for Class N.  

The Fund’s adviser has contractually agreed to reduce its fees and to reimburse expenses, at least until October 31, 2023, to 
ensure that total annual Fund operating expenses after fee waiver and reimbursement will not exceed 1.59%, 2.34%, 1.34%, and 
1.59% of average daily net assets attributable to Class A, Class C, Class I and Class N shares, respectively, subject to possible 
recoupment in future years. 

The performance data quoted here represents past performance, which is no guarantee of future results.  Current 
performance may be lower or higher than the performance data quoted above.  Investment return and principal value 
will fluctuate so that shares, when redeemed, may be worth more or less than their original cost.  The results shown 
reflect the waiver, without which the results would have been lower.  A Fund’s performance, especially for very short 
periods of time, should not be the sole factor in making your investment decisions.  For performance information 
current to the most recent month end, please call  
(888) 524-9441. 

Fund Expense Ratio does not include management fees and incentive fees associated with managed futures investments.  
These costs are included in the investment return of such managed futures investments. 

The referenced indices are shown for general market comparisons and are not meant to represent any particular Fund. 
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Portfolio & Manager Performance Review 

Despite the challenging environment in Q1 2023, the Fund was able to mitigate losses through effective risk 
management strategies implemented by Winton and ISAM. While the Fund experienced losses in fixed income, 
stock index, and FX positions, it made gains in commodities, particularly in short positions in natural gas and 
long positions in sugar. 

The largest losses came from short 3M SOFR (Secured Overnight Financing Rate) positions, as expectations 
for a Fed Pause or even a cut led to a quick rise in price for the interest rate contract. Similarly, short 10Y 
Australian Government Bond positions faced losses due to similar market expectations of a pause in rate hikes. 

Despite these losses, the Fund’s gains in commodities helped to offset some of the losses, demonstrating the 
importance of diversification. It’s also worth noting that the Fund’s Q1 return of -2.76% was significantly better 
than the industry benchmark, SG Trend Index, return of -7.27% as some trend-following strategies were caught 
flat-footed in the turbulent market environment.   

 

Portfolio Allocations 

As of March 31, 2023, allocations to ISAM, Winton DMS, and Winton Trend are 25%, 52.5%, and 22.5%, 
respectively.  Within the fixed income portfolio, allocations are 100% Low Duration Strategy. 

 

 

 

 

 

 

 

 

Q1 2023 Performance Contributions | As of 3/31/2023 

Source: Altegris. Each asset class has its own set of risks which investors should consider carefully before investing.  
Strategies represent examples of the buying strategy.  Of course, there is no guarantee that any investment strategy will 
achieve its objectives, generate profits or avoid losses.   The performance data quoted here represents past performance, 
which is no guarantee of future results.   

Q1 2023 Top Performance Contributions by Asset Class| As of 3/31/2023 
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Portfolio Positioning 

 

 

 

 

Outlook 

Looking ahead, it is difficult to predict what the rest of 2023 will bring for financial markets. However, we 
believe that a systematic approach and effective risk management will position the Fund for long-term 
success. While market volatility and unexpected events like the regional banking crisis can create short-term 
challenges, we remain committed to our approach and confident in our ability to navigate whatever the future 
may bring. 

We look forward to continuing to serve our investors and delivering potentially strong and diversifying returns 
in the quarters and years to come. 

This commentary reflects the views of the sub-adviser portfolio manager through 3/31/2023.  The manager’s views are subject to 
change as market and other conditions warrant.  This commentary is only for informational purposes and should not be construed 
as investment advice.  No forecasts are guaranteed.  There is no guarantee that any investment will achieve its objectives, 
generate profits, or avoid losses. 

  

Stock Index 12%  

Russell 2000  Short 0.99% 

EURO 
STOXX 50 
Index  

Long 0.98% 

Fixed Income 28%  

UK RPI Swap Short 2.27% 

3M SOFR Short 1.93% 

Commodities 36%  

Cocoa Long 4.92% 

Wheat Long 4.83% 

FX 24%  

Japanese Yen Short 3.39% 

Euro Long 2.73% 

Asset Class Risk 
As of 3/31/2023 

Each asset class has its own set of risks which investors should consider carefully 
before investing. Portfolio holdings are subject to change and should not be 
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IMPORTANT DISCLOSURES 

Carefully consider the Fund’s investment objectives, risks and expenses as detailed in its Prospectus 
and Summary Prospectus, which can be obtained by calling (888) 524-9441.  Before investing, read the 
Prospectus carefully for additional information about the Fund and its risks.  

Funds are distributed by Northern Lights Distributors, LLC.  Altegris Advisors and Northern Lights are not affiliated.  

The Fund may not be suitable for all investors.  Investing involves risk, including possible loss of principal.  You may have a gain 
or loss when you sell shares. • There can be no assurance that the Fund will achieve its investment objectives. •  The Fund’s 
investments in commodity futures markets are volatile, as commodity futures prices are influenced by unfavorable weather, 
geologic and environmental factors, regulatory changes and restrictions. • Trading and investing on non-US exchanges and in 
non-US markets poses additional risks as compared to trading and investing in the U.S., due to currency fluctuation, adverse 
political or economic conditions, and differing audit and legal standards (risks that are magnified for investments in emerging 
markets). • The Fund will invest in futures, swaps, structured notes, options, and other derivative instruments, which are 
leveraged and can be more volatile.  less liquid, and subject to the Fund to increased costs, as compared to traditional 
investments. • Derivatives may also be subject to increased tracking risk, risk of counterparty default, adverse tax treatment. • 
The Fund will leverage investments to the extent permitted by its investment policies and applicable law, and the managed 
futures programs it accesses will be traded with additional notional funding – all of which will magnify the impact of increases or 
decreases in the value of Fund investments and cause the Fund to incur additional expenses. • Futures contracts are generally 
liquid, but under certain market conditions, there may not always be a liquid secondary market. • The Fund’s use of short selling 
and taking short positions in derivatives involves increased risks and costs, as the Fund may pay more for an investment than it 
receives in a short sale, with potentially significant and possibly unlimited losses. • The Fund’s investment in other investment 
funds will subject it to the risks and expenses affecting those funds. • The Fund invests in fixed income securities, including 
preferred stock, and their values typically fall when interest rates rise. • Fixed income securities are subject to the issuer’s credit 
risk, risk of default and prepayment risk in the case of mortgage-backed and similar securities. • Below investment grade and 
lower quality high yield or junk bonds present heightened credit risk, liquidity risk, and potential for default.  Investing in 
defaulted or distressed securities is considered speculative. • REITs are subject to market, sector and interest rate risk.  

 
SG Trend Index. The SG Trend Index calculates the net daily rate of return for a group of 10 trend following 
CTAs selected from the largest managers open to new investment. The SG Trend Index is equal-weighted and 
reconstituted annually and has become recognized as the key managed futures trend following performance 
benchmark. 

S&P 500 Total Return Index. Calculated intraday by S&P based on the price changes and reinvested 
dividends of SPX with a starting date of Jan 4, 1988. 

Altegris Advisors  

ALTEGRIS ADVISORS, LLC is a CFTC- and NFA-registered commodity pool operator and SEC-registered investment adviser that 
manages funds pursuing alternative investment strategies.  
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