
 
 

The Evolution of Managed Futures in a Crypto-Derivatives 
Era 

Abstract 
Managed futures, a cornerstone of alternative investments, have provided robust returns and 
diversification benefits for decades. With the rise of cryptocurrencies and their associated 
derivatives, a new frontier for managed futures strategies has emerged. This paper examines the 
evolution of managed futures, drawing parallels between traditional CTA (Commodity Trading 
Advisor) strategies and opportunities in the burgeoning crypto-derivatives market. By exploring 
historical contexts, the integration of perpetual swaps and options, and comparative case studies, 
we aim to provide actionable insights for investors seeking to navigate this transformative 
landscape. 

 

Introduction 
Managed futures strategies, guided by systematic trading models, have long been valued for their 
ability to generate returns across market cycles. Historically centered around commodities, 
currencies, and fixed income, these strategies have evolved to incorporate a diverse array of 
financial instruments. The advent of cryptocurrencies has introduced new opportunities and 
challenges for CTAs, particularly through the use of crypto derivatives such as perpetual swaps, 
options, and futures contracts. 

This paper explores the parallels between traditional managed futures and their crypto-based 
counterparts, highlighting how systematic approaches can be adapted to the unique 
characteristics of cryptocurrency markets. 

 

Historical Context of Managed Futures 
Origins and Development 

• Managed futures emerged in the 1970s, gaining traction with the establishment of regulated 
futures exchanges. The industry has grown significantly, with total assets under 
management across managed futures strategies increasing more than ninefold since 2000, 
reaching an estimated $340 billion by the end of 2016[1]. 

• Pioneering CTAs such as Richard Dennis and the Turtle Traders demonstrated the 
effectiveness of trend-following strategies in capturing market inefficiencies. 

Key Features 

1. Trend-Following: Capitalizing on sustained price movements across asset classes. 



 
 

2. Diversification: Spanning commodities, currencies, equities, and fixed income to reduce 
portfolio risk. 

3. Systematic Trading: Employing quantitative models to eliminate emotional decision-
making. 

Performance and Resilience 

• Managed futures have historically performed well during periods of market stress, acting as 
a hedge against equity downturns[8]. The Global Financial Crisis (2008) highlighted their 
value, as CTAs delivered positive returns while traditional portfolios suffered[1]. 

 

The Emergence of Crypto Derivatives 
Growth of the Market 

• Crypto derivatives have seen exponential growth, with the monthly volume in September 
2023 hitting $1.33 trillion, significantly exceeding the spot market[10]. Major platforms like 
Binance, CME, and Deribit dominate the space, offering instruments such as perpetual 
swaps, options, and futures. 

Key Instruments 

1. Perpetual Swaps: Futures contracts without expiration, featuring funding rate mechanisms 
to anchor prices. 

2. Options: Providing rights, but not obligations, to buy or sell cryptocurrencies at a specified 
price. 

3. Futures: Standardized contracts with fixed expiration dates for hedging and speculative 
purposes. 

Unique Characteristics of Crypto Markets 

1. High Volatility: Significant price swings offer both opportunities and risks. 

2. 24/7 Trading: Continuous market operation contrasts with traditional exchanges. 

3. Decentralization: Reduced reliance on centralized authorities, increasing counterparty 
risks. 

 

Integrating Crypto Derivatives into Managed Futures Strategies 
Adaptations to Traditional Models 

• Trend-Following in Crypto: Algorithms adjusted for higher volatility and noise in price data. 



 
 

• Risk Management: Enhanced stop-loss mechanisms to mitigate drawdowns. 

• Diversification: Incorporating crypto assets alongside traditional asset classes to exploit 
low correlations. 

Use of Perpetual Swaps 

• Ideal for capturing short-term trends due to their liquidity and continuous pricing. 

• Funding rate arbitrage opportunities as an additional yield-enhancing strategy. 

Options Strategies 

• Writing covered calls on high-volatility assets to generate premium income. 

• Employing straddles and strangles to capitalize on volatility spikes. 

 

Advanced Techniques 
Machine Learning and AI-Driven Models 

1. Hidden Markov Models (HMM): Effective for detecting unobservable market states[11]. 

2. Gaussian Mixture Models (GMM): Useful for clustering market conditions[11]. 

3. Random Forest Models: Capable of identifying periods of significant uncertainty[11]. 

Alternative Data Analysis 

1. Satellite Imagery: For real-time economic activity assessment[11]. 

2. Social Media Sentiment: To gauge market mood and potential regime shifts[11]. 

3. Web Traffic Data: To identify emerging trends and consumer behavior changes[11]. 

 

Case Studies 
Traditional Managed Futures vs. Crypto-Driven Strategies 

Case Study 1: Traditional Managed Futures During Market Turmoil 

• Context: 2008 Global Financial Crisis. 

• Approach: Diversified trend-following across commodities, currencies, and fixed income. 

• Outcome: Positive returns, with many CTAs up by more than 30% for the year[1]. 

Case Study 2: Crypto-Based Managed Futures During 2021 Bull Market 

• Context: Bitcoin and Ethereum's dramatic rise. 



 
• Approach: Trend-following using perpetual swaps and dynamic position sizing. 

• Outcome: Significant outperformance, with some funds achieving returns exceeding 
50%[4]. 

Comparative Insights 

• Traditional managed futures excel during prolonged macroeconomic shifts. 

• Crypto-driven strategies thrive on high-frequency volatility and rapid market trends. 

 

Challenges and Opportunities 
Challenges 

1. Regulatory Uncertainty: Evolving frameworks create risks for institutional adoption[13]. 

2. Counterparty Risk: Vulnerabilities in centralized and decentralized exchanges. 

3. Data Reliability: Ensuring accuracy in a nascent market with fragmented liquidity. 

Opportunities 

1. Alpha Generation: Exploiting inefficiencies in a young and volatile market. 

2. Portfolio Diversification: Enhancing returns through low correlations with traditional 
assets[9]. 

3. Innovation: Leveraging blockchain technology for transparency and automation. 

 

Future Outlook 
As we approach 2025, several trends are likely to shape the managed futures landscape in the 
crypto-derivatives era: 

1. Institutional Adoption: Increased participation from traditional financial institutions is 
expected, driven by clearer regulatory frameworks and improved infrastructure[14]. 

2. Integration of AI and Machine Learning: Advanced algorithms will play a crucial role in 
identifying complex patterns and optimizing trading strategies[11]. 

3. ESG Considerations: Environmental, Social, and Governance factors may influence 
crypto-asset selection and risk management practices[11]. 

4. Decentralized Finance (DeFi) Integration: The growth of decentralized derivatives 
platforms could account for over 30% of total market volume by 2025[7]. 

5. Quantum Computing: Potential applications in portfolio optimization and risk calculations 
may revolutionize the industry[11]. 



 
 

Conclusion 
The evolution of managed futures into the crypto-derivatives era represents a natural progression 
for systematic investment strategies. By adapting traditional methodologies to the unique 
characteristics of cryptocurrencies, CTAs can unlock new sources of alpha and diversification. 
However, navigating this emerging landscape requires robust risk management, continuous model 
refinement, and awareness of regulatory developments. 

As the crypto market matures, the integration of perpetual swaps, options, and futures into 
managed futures frameworks will likely redefine the boundaries of systematic investing. Investors 
who embrace these innovations while maintaining a disciplined approach will be well-positioned to 
capitalize on the opportunities of this transformative era. 
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