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Foreword

From its inception in March 1979, MANAGED ACCOUNT REPORTS
has been the principal source of knowledge and education about
the rapidly growing field of commodity money management.
Through its monthly newsletter, its annual conferences on com-
modity money management, its periodic seminars for investors, and
various occasional publications, MAR disseminates information
about all phases of the industry. This book, the third in a series, is an
additional dimension of MAR’s continuing effort to serve all those
who are or want to be invelved in the field.

For current and prospective investors, this book provides facts
and expert opinions to be taken into account when making invest-
ment decisions. For professionals, the book contains information
and ideas that bear directly upon their daily work. For students of
the industry, the book affords an invaluable reference source. The
publishers and editor stress that it is not their intention to promote
or sell the services of any person or firm named in these pages, but
simply to report what of particulas interest and significance was
said and done by money management professionals in the year end-
ing February 1982.

The materials in this book were drawn from several sources. All
but three of the bylined articles are edited versions of presentations
at MANAGED ACCOUNT REPORTS’ Third Annual Conference on
Commodity Money Management, held in San Diego in January
1982. The article by Polly Shouse (in Part 1) was presented by her at
MAR’s Seminar on Performance Measurement and Evaluation, held
in Los Angeles in July 1980. The article by Richard D. Donchian (in
Part I111) is based on his talk at MAR’s First Annual Conference on
Commodity Money Management, convened in Chicago in January
1980. It is included in this volume because the recognition of
Donchian as the “father” of commodity money management
demands that his recounting of the development of systems trading
be given prominence. The contribution by Morton S. Baratz (in Part
IV} was originally read at MAR’s Seminar on Performance Measure-
ment in Chicago in July 1981. All unsigned articles were prepared
for and published in MANAGED ACCOUNT REPORTS during 1981
Each of the 12 reports on trading advisors, whenever originally pub-
lished in 1981, has been updated through that year’s end.



vi FOREWORD

Anthologies such as this can be published only with the help of
many others. We have had more than our fair share of assistance in
completing this book. We acknowledge gratefully the contributions
of each person.whose byline appears on an article. We express our
appreciation for the unfailing courtesy and cooperation extended
us by principals and employees of the various trading advisors
reported on in Part V. We thank officials of the National Associa-
tion of Futures Trading Advisors for their generous help. We also
say “thanks and well done” to Phyllis Corry, who spent many taxing
hours at the unenviable task of transcribing audio tapes from work-
shops and formal presentations.

Leon and joy Rose
Morton S. Baratz
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The Performance of
Public Funds and
Private Pools in 1981

JOY ROSE

The past two years have been ones of growth
for both public funds and private pools. Let's
first take a look at the activity that has occurred
in the public fund sector.

At the end of 1980, MAR was reporting on 17
actively trading funds. By the end of 1981, the
number had increased to 36. As Table I shows, the
average gain for the 17 funds in 1980 came to
24.6%. Looking at these figures for 1980, there are
some interesting points that can be made.

Notice in Table I that the average life of the
the 17 funds at the end of 1980 was 17.5 months,
the oldest having a life of 24 months and the
youngest, 2 months. Four funds (not shown on this
table) were dissolved during 1980. They were
Antares (2/80), Mountain View (4/80), McClean 1I
(4/80) and McClean I (12/80).

Another item of interest is that none of the
funds made any distributions in 1980. This is un-
derstandable for those started in the latter part

Joy Rose is associate publisher of MANACED ACCOUNT REPORTS.
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6 THE PERFORMANCE OF MANAGED ACCOUNTS

of the year, but why not the older ones that showed
profits of at least 50%? (Both the Harvest and Re-
covery Funds' distributions were made prior to
1980). There are several possible answers to this
question, so we can't single out one with any con-
fidence.

Showing a respectable performance in 1980, the
brokerage houses proceeded to take advantage of
this favorable record and offered to the investing
public 17 new funds in 1981. Now we can compare
performance between the years of '80 and '81.

First take a look at the bottom line figure
for 1981 shown in Table 1I. The average perform-
ance of all funds for the 12 months ending December
31, 1981 was a 3.1% gain. Compare this to a 24.6%
gain in 1980 and we immediately see that the funds
lost 21.5 percentage points or over 87% in their
average performance during '81 compared with '80.
An investor looking at this bottom line would prob-
ably have said to himself, "Heck, I would have made
more on my money by putting it in a money market
fund.” What then are some of the factors that af-
fected the funds' unimpressive performance during
‘817

The most obvious explanation is that the com-
modity market in '81 was one of the most difficult
and unpredictable for some time. A Ilot of trend-
following systems were caught in whipsawing mark-
ets, while fundamentalists missread their indica-
tors and were caught on the wrong side, or in some
cases, the advisor pulled out of the markets com-
pletely until some definite trading pattern could
be determined.

Chart 1 was supplied to us by TAPMAN, a pri-
vate pool. I would like to quote 'several para-
graphs from their year-end report to investors. "
The chart illustrates the existence of trends in
prices early in the year as well as the sideways
price movement from about June 3¢. As the Tapman
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