
MARKET NEUTRAL  

 

Investopedia defines Market Neutral as: Market Neutral/Investopedia  

In laymen’s terms a Market Neutral Strategy can be simply defined as an investor or an investment 
manager attempting to increase value on any investment (security/bond/mutual 
fund/commodity/currency) whether the price in the previous mentioned investments go up OR down. 
In my opinion, this strategy is extremely difficult due to timing factors.  There are many different ways to 
accomplish this strategy, some of which are through the use of options, futures and convertible 
arbitrage.  Over years and years of research I have unearthed a few investment managers who have 
achieved great success with this strategy.  I measure their success on what I believe are two VERY 
important investment statistics not just for Market Neutral investments but for ALL investments in 
general: 

1-How well has the investment performed in comparison to its peer group over time (15 years or more*) 

2-Does the investment have a long-term proven track record (15 years or more*) 

*I couldn’t care less what investment manager did well over the past 3 to 5 years, EVERYBODY has done 
great over the past 3 to 5 years…it’s been a virtual cakewalk and even a chimp could have made money 
in this market.  The only thing that matters to me and on behalf of my clients is HOW WELL DID EVERY 
INVESTMENT MANAGER PERFORM WHEN THE MARKET WAS GOING DOWN IN THE PAST!!!  In my 
opinion, that’s EXACTLY what every investor should know!  If any investment manager has proven 
themselves over the past 15+ years while taking into account the 2 massive downturns in the market 
(2000 Dotcom Bust and 2008 Mortgage Meltdown) they are definitely good in my book.  The SHAME of 
it is they are few and far between. 

I have thoroughly researched multiple Market Neutral investments for several years and only feel 
confident with just a few of them.  In my opinion, the great thing about Market Neutral investments is 
no matter which way the market is going on any particular investment doesn’t matter as long as the 
investment manager can back their strategy up with a proven, long-term and historical track record.  I 
believe that every investor should have a specific portion (that portion depends on multiple 
factors-age/risk tolerance/size of portfolio/investment goals-just to name a few) of their assets in a 
Market Neutral investment.  I feel it’s necessary to urge every investor to not go it alone on this 
extremely unique asset class.  After many years of research, in my opinion, there are a multitude of 
questionable and low grade market neutral strategies that have NOT performed well on a consistent 
basis.  To learn more about this VERY underfollowed asset class and how it may compliment your 
portfolio feel free to contact me directly at (910) 599-2182 or ken@tcmsecurities.com  

http://www.investopedia.com/terms/m/marketneutral.asp

