Correlation between the CISDM Trading Advisor Currency Sub-Index and the AFX

The following note is an update of the correlation between the AFX and the Currency Sub-Index of the CISDM (Centre for International Securities and Derivatives Markets) Trading Advisor
 Index.

The CISDM Trading Advisor Currency Sub Index measures the average return of the Currency Hedge Fund managers whose total assets under management measured $10,496 million as of Mar 2005. The monthly index is based on the average of qualifying funds, and more information can be found on the website 

http://cisdm.som.umass.edu/indices/trading/tradingadvisor.asp

The data for both series is calculated monthly.

Table 1 shows the Summary of the Return Statistics of the two Monthly Return Series from Jan 1990 until Mar 2005. We can see that the AFX index has a lower IR than that of the CISDM, however this is not surprising given the large number of funds which participate in the latter, and which therefore contains within it an element of higher diversification.

  Table 1: Return summary Statistics
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Ann Return 9.26% 2.49%

Ann Volatilty 11.72% 6.67%

Information Ratio 0.79 0.37


The risk adjusted return series for the two indices are shown in Figure 1 below. 
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Figure 1: Risk adjusted return series (adjusted to ex-post annualised volatility of 10%)

Figure 2 shows the rolling correlation series between the two indices. We can see from the chart that the rolling correlation is strong and positive over the whole period. In addition, the average correlation coefficient is 0.74.
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Figure 2: 12 month, 24 month and 60 month rolling correlation
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