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IÕve spent a bit of time recently speaking with 
Superannuation Funds and Family Offices about 
their future hedge fund allocations. Aside from a 
reasonable number that have no interest in 
investing in hedge funds, those that do intend to 
invest, will do so directly. They do not intend to 
use Fund of Funds. 
 
Firstly, let me address those that do not intend 
to invest in hedge funds. Their comments are 
fairly common. Even though the industry claims 
a better performance than say equities, the 
general expectation for hedge funds was flat or 
slightly positive performance during the Global 
Financial Crisis. And these investors were 
disappointed. 
 
A lot of Superannuation Funds had put Fund of 
Funds into the Defensive component of their 
portfolios. For many years, FoFs had produced a 
Standard Deviation consistent with Fixed 
Income. As a result, a lot of Funds reduced their 
exposure to Fixed Income and replaced it with 
Fund of Funds.  
 
Probably the biggest issue that left a bad taste in 
investorsÕ mouths was the marketing claim that 
Hedge Funds make money in all market 
conditions. This is a recurring negative comment 
from Institutional Investors and Family Offices.  
There are currently a lot of industry marketing 
people making the claim that hedge funds 
performed significantly better than traditional 
asset classes. I hope that those marketing types 
do not work for side pocketed or suspended 
redemption managers because I donÕt think the 
comment will be well received.  
 
Probably more alarming is the number of Family 
Offices that previously invested in hedge funds 
that have redeemed and have no intention of 
returning to the sector. I have encountered a 
significant number that are returning to long 
only managers, boutiques that claim to be 
benchmark unaware, but not to hedge funds. 
 
I am taking up the personal challenge to 
convince those Family Offices that they should 
still consider active, long short, transparent and 

simple strategy managers. The key to getting 
these investors back into the sector is to present 
a simple long short, capped leverage, and 
transparent reporting process. A well-known 
brand or principals of the hedge fund go a long 
way. 
 
ItÕs not all doom and gloom. One thing that I am 
seeing is that there is a core of Superfund and 
Family Offi ce investors that have had long-term 
exposures to hedge fund managers. Their 
portfolios were well positioned ahead of the 
crisis and although the portfolios may have 
suffered some losses, hedge funds essentially 
performed as expected.  
 
The consistent theme is that these Superfunds 
have portfolio managers who are very 
experienced hedge fund investors. They use 
Consultants who are well versed in hedge fund 
research and that may extend to hedge fund 
specialists such as Albourne, Aksia, Cliffwater 
and Cambridge. I might add that these 
consultants are making significant headway into 
Australia with Institutional clients.  
 
Now, let me address the area of Hedge Fund 
investing by Superfunds and Family Offices, 
irrespective of performance disappointment over 
2008/2009, who are committed to the space. 
There are a number of Superfunds who have said 
to me that they were overweight Equities in 
2009 and that they are taking exposure off the 
table and are replacing that exposure with hedge 
fund albeit Long Short Equity. Other investors 
were considering investments prior to the Crisis 
and pulled back as it hit. They are now 
reexamining the sector. In other instances there 
are searches underway for (and you guessed it), 
simple strategies, limited gearing, transparent, 
Long Short Equities and Credit. In addition, 
there is strong interest in other assets classes 
such as Water, Insurance, and Power Trading. I 
donÕt think that there are going to be massive 
allocations over 2010 via Australian Superfunds 
and Family Offices, but the momentum is 
definitely on the up. 
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The thing that alarms me is that most investors 
intend making single allocations on a direct 
basis. In the past I have discussed that in 
Australia (and I always mean the collective New 
Zealand), investors tend to allocate to hedge 
funds via their particular asset class, i.e. Equity 
Long Short out of the Equity bucket. Few are 
considering Fund of Funds.  
 
My issue is that if one wants to have an exposure 
to a group of hedge funds, there is a lot of work 
in multiple areas. Administration for one. 
Getting the monthly statements and 
ÒtranslatingÓ the prices into a portfolio report is 
not easy. Rebalancing portfolios, currency 
hedging, making sure that your Tax position is 
secure. A big issue is unintended portfolio risk, 
i.e. cross manager exposures. I havenÕt even 
mentioned Manager Selection, Due Diligence 
and Operational DD. Manager visits etc. What 
about the staff required to do all of this? Most 
Superfunds have one or two individuals to cover 
these areas. If you analyse the costs, I think it is 
way cheaper and more effective to use a FoF. 
 
I repeatedly hear the point that Fund of Funds 
charge a double layer of fees, and that those fees 
are too high and without a benchmark. Well, 
welcome to the brave new world of the Fund of 
Fund Industry. While FoFs will always maintain 
a flagship product in the Cayman Islands as a 
Limited Liability Company or similar structure, 
the new Institutional relationship is now as a 
Portfolio Advisor.  
 
It is  now not uncommon for an Institution to 
run a ÒmandateÓ which is a direct investment 
into a portfolio of hedge funds, with the grunt 
work being conducted by a traditional Fund of 
Funds manager. You will expect to pay 50 bpts 
to 100 bpts plus an incentive over a benchmark. 
There are very low fee deals going around but 
beware, you get what you pay for. Alternatively 
you could look at some of the Replication 
Strategies. I think a combination of direct 
portfolio and some Replication is not a bad 
approach as it gives you a component of very 
liquid exposure. 
 
My view is that a typical Australian Superfund 
should work with a Consultant, select a Fund of 
Fund Advisor and build their own portfolio. 
Direct invest via your Custodian, with the FoF 
Advisor being at your side every step of the way 
– pricing the portfolio, ongoing Due Diligence, 
plain English reporting. One Superfund that I 
am speaking with is doing precisely this but with 
added satellite direct investments into specialist 
funds. So the Fund of Fund portfolio is the core 
with individual investments as satellites. This 
allows the Superfund to place the FoF portfolio 
into a certain category (personally, I think 
growth) and the single allocations assist in the 

traditional asset class allocations, hopefully 
reducing the overall risk of that portfolio. 
 
 
Damien Hatfield  
 
p.s. Our consulting editor David Chin has been 
involved in the production of the Austrade's 
just-released 40 page report on the Australian 
Alternative Investments Industry.  Our data has 
been used extensively in the Hedge Funds 
section.  The link to the government report is:  
http://www.austrade.gov.au/Invest/Investor -
Updates/100330-Australian-Alternative-
Investments-Report-published/default.aspx 
 
 
 
News 
World’s largest hedge funds listed 
US based Pensions & Investments has released its 
list of the worldÕs largest hedge funds.  The top 
three were JPMorgan, Bridgewater and Paulson, 
with US$53.5 billion, US$43.6 billion and 
US$32.0 billion respectively. 
 
No Australian or Asian hedge fund ranked 
amongst the top 26 largest firms that managed a 
combined US$530 billion.  However, P&I  missed 
Sydney based A$17 billion Platinum Asset 
Management which would have ranked 16th had 
it been included. 
 
Details: 
http://www.pionline.com/article/20100308/CHA
RT2/100309910 
 
 

Deutsche Bank releases Alternative 
Investment Survey 
Deutsche BankÕs eighth annual Alternative 
Investment Survey has found that 52% of 
investors predict equity long/short to be one of 
the best performing strategies for 2010, and 51% 
believe they will increase their allocations to the 
strategy. Over 600 investor entities worldwide, 
representing allocations of over $1 trillion in 
hedge fund assets, participated in the January 
2010 survey. 
 
Other highlights include: 
 

• Investors predict inflows of US$222 
billion this year, which would increase 
the total amount of hedge fund assets 
under management to approximately 
US$1.722 trillion by 2011. 

 
• Survey participants are looking to reduce 

their cash levels over the next 6 months 
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by US$3.09 billion, and 29% have 10% or 
upwards of cash available to allocate to 
hedge funds. 

 
• While the hedge fund industry has 

proven resilient, investors have not 
forgiven management's behaviour during 
the crisis: 80% of investors will not make 
a new allocation to a manager who had 
frozen or suspended assets in the past. 

 
• There is a continued appetite amongst 

investors for managed accounts: 14% 
currently use managed accounts and 26% 
of investors are likely to in the 
immediate future. 

 
• Investors remain reluctant to allocate to 

small start-up funds, with 50% requiring 
the start-up to have at least AUM $100 
million before investing. 

 
 

Drivers influencing managers to offer 
alternatives identified in US study 
A study of key drivers influencing asset managers 
to develop retail alternative investment products 
has found that actual retail demand ranked 
second last as a factor. 
 
The study by Boston based Cerulli Associates 
found that asset managers believed the most 
important driver for developing retail alternative 
investment products was the managersÕ 
perception that investors needed alternatives to 
optimise their risk-adjusted performance of 
portfolios.    
 
The second driver was a need by the asset 
manager to offer alternatives so as to 
differentiate themselves from their competitors.   
Demand from financial advisors, and a desire for 
the asset manager to leverage its alternatives 
expertise ranked equal third.   Demand from 
institutional clients for retail alternative 
products, and demand from 
distributors/platforms ranked fourth and fifth 
respectively, and ahead of actual demand from 
retail investors. 
 Details: http://www.cerulli.com/pdfs-PR/2010-
QU -Retail-Alts-PR.pdf 
 
 

Russell expands alternatives team, hires 
Telstra’s Connolly as director 
Russell Investments has hired Nicole Connolly 
as director of alternatives – consulting.  Based in 
Melbourne, she will be responsible for 
undertaking due diligence on alternative 
investment strategies including funds and fund 

of funds, as well as working with RussellÕs 
Australian clients on formulating and 
implementing alternative investment programs.  
 
Connolly joins from Telstra Super where her 
most recent role was portfolio manager – 
alternative assets. She reports to Greg Liddell 
Sydney-based director for consulting and 
advisory services for Asia-Pacific, and Victor 
Leverett, managing director of global alternative 
investments in Tacoma, Washington.  
 
The appointment is part of RussellÕs plans to 
appoint more than 25 new executives to its 
alternatives team in Australia, Asia, Japan, 
Europe and the Americas. The new hires will 
include senior consultants, senior investment 
strategists and manager research analysts.  
RussellÕs previous Australia-based director of 
alternative assets and strategies was Andrew 
Goddard who left in Feb 2008 and formed 
Andrew Goddard Consulting in July 2008. 
 
 

Mercer also boosts alternatives with global 
hires 
MercerÕs investment consulting business has 
recruited Jennifer Cowan as a Senior Associate 
in its global alternatives research boutique.  She 
was previously a senior analyst with Mariner 
Financial, an ASX-listed asset manager.  At 
Mercer, she will specialise in unlisted assets 
including private equity and credit.  The firm has 
also appointed Hendrie Koster as a Senior 
Associate to specialise in investment strategy, 
portfolio construction and manager selection. 
Both are based in Sydney.   
 
Eight other senior consultants have joined 
MercerÕs alternatives business in the US and UK 
as part of a major global expansion, according to 
David Kaposi, Global Leader of MercerÕs 
alternatives boutique within investment 
consulting.  Four of these consultants will cover 
hedge funds. 
  
Tony Cole, Business Leader of MercerÕs 
investment consulting business, Asia Pacific, 
says that as institutional investors seek 
diversification, interest in a range of alternative 
asset classes and strategies will remain firm in 
2010.  These include insurance-linked 
investments such as catastrophe bonds, aircraft 
leasing investments, agricultural investments and 
social infrastructure. Cole also expects to see 
further interest in non-traditional equity 
strategies such as low volatility products and 
structured strategies that use derivatives to limit 
extreme downside risk. 
 
Meanwhile, Mercer has promoted Simon 
Eagleton to Asia Pacific (including 



AUSTRALIAN HEDGE                                                                              Tuesday, April  6, 2010 
 
!

TRIPLE A PARTNERS AUSTRALIA  ! 5!

Australia/NZ ) investment consulting regional 
business leader replaces Tony Cole in the 
position.  Eagleton was previously business 
leader for Australia/NZ only and will now 
relocate to Singapore.   
 
In other developments, Anthony Lane, regional 
COO for investment consulting in Asia Pacific, 
will assume the role of leader of MercerÕs global 
manager research boutiques business, one of the 
fastest growing areas of MercerÕs investment 
consulting activities.  He takes over from Jeff 
Schutes, the leader of the US investment 
consulting business. 
 
 

Mercer develops new multi-manager 
strategic asset allocation model  
Mercer has developed a new strategic asset 
allocation approach for its multi-manager funds.  
The development follows a major review last 
year and results in two Australian hedge funds, 
Global Commodities and H3 Global Advisors, 
being selected for the Mercer Natural Resources 
Multi -Manager Fund.  In addition, Vianova 
Asset Management has been selected for 
MercerÕs Australian Sovereign Bond Fund. 
 
MercerÕs new asset allocation approach includes: 
 

• A greater allocation to more Ôreal assetsÕ 
including direct property, infrastructure 
and natural resources. 

 
• Separation of sovereign bonds, credit and 

inflation -linked bonds within the fixed 
interest sector to better control risk. 

 
• A more focused approach to alternative 

assets - in particular, a stronger focus on 
those strategies that Mercer believes will 
provide genuine diversity, namely 
insurance-linked securities; along with a 
Ôcarve outÕ of previous alternative 
holdings to create new single sector fund 
choices in areas such as infrastructure 
and natural resources. 

 
• Greater inflation protection, through 

holdings in inflation-linked bonds, 
natural resources, infrastructure and 
property. 

 
• Increased exposure to emerging markets. 

 
Meanwhile, a global study by Mercer and NY 
based IRRC Institute found that a majority of 
active long-only equity fund managers have 
higher portfolio turnover rates than they 
themselves claimed. 
 

Nearly two-thirds of institutional investor -
focused investment strategies exceeded their 
expected turnover from June 2006 through June 
2009.  The turnover was on average 26 per cent 
higher than claimed with some strategies 
reporting turnover between 150 and 200 per cent 
more than expected.  The study covered 991 
investment strategies.   
Details:  http://www.mercer.com/ri 
 
 

Man Investments favour equity 
long/short, global macro, managed futures 
Thomas Della Casa, head of research, analysis 
and strategy at Man Investments, Switzerland, 
has told AsianInvestor that the firm favours 
equity long/short, global macro and managed 
futures for this year. 
 
For long/short, the firm is seeking stock-pickers 
with low net long exposure and a fundamental 
bias that can exploit the high level of dispersion.  
For global macro, Man is looking for nimble 
traders with liquid portfolios that take a 
systematic approach to capturing trading 
opportunities in currencies, interest rates and 
global policy changes, according to AsianInvestor. 
 
 

University of Sydney endowment to invest 
in hedge funds 
The University of Sydney endowment will invest 
directly in hedge funds for the first time.  The 
endowment will invest up to 3% of its $700 
million Ôlong-term fundÕ in hedge funds, and will 
target single-manager, multi -strategy products, 
according to Greg Fernance, head of investment 
and capital management (ICM ) at The 
University of Sydney, speaking to I&T News. 
 
Manager research is being undertaken by 
Andrew Batsakis, Manager, External 
Investments, and Jon Glass, who advises the 
endowment in addition to his role as CIO of the 
$2.5 billion MediaSuper, notes I&T News.  The 
endowmentÕs asset consultant, Mercer, is also 
providing research. 
 
 

Taurus seeks offshore investors for 
resources hedge fund  
Nick Farr -Jones, marketing director for Taurus 
Funds Management will target offshore investors 
to raise funds for the Taurus Global Resources 
Hedge Fund, according to The Deal.  Farr-Jones, 
a former Australian Wallabies (Rugby) Captain, 
told the magazine that he does not expect to 
raise too much money from local institutions 
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due to their conservatism about giving money to 
new fund managers. 
 
Taurus is a global fund manager specialising in 
the mining industry.  Its main product is a $170 
million private equity mining fund, although the 
firm was recently appointed by ING to manage a 
long-only gold and precious metals mandate for 
INGÕs OptiMix Diversified Funds. 
 
Taurus is seeded by New York based MD Sass-
Macquarie Financial Strategies Fund (Finstrat), a 
US$273 million joint venture between MD Sass 
and Macquarie Group that supports emerging 
hedge funds.    The Taurus Global Resources 
Hedge Fund is managed by ex-Macquarie 
portfolio managers, Brenton Saunders and 
Mohendra Moodley. 
 
 

ASIC to survey hedge funds, delays short 
seller obligations 
The Australian Securities and Investments 
Commission (ASIC ) will survey hedge fund 
managers to identify fringe operators whose 
business models create fraud risk.  The initiative 
comes in the wake of the Astarra collapse which 
involved active regulatory intervention, 
according to John Currie, Partner at legal firm, 
Henry Davis York. 
 
ASIC will send questionnaires to over 100 
entities that it believes operate in the hedge 
fund industry including those who describe 
themselves as a hedge fund manager or have 
been labelled a hedge fund manager by someone 
else, says Currie.  It also captures funds that 
acknowledge use of leverage or derivatives as 
part of their investment process.  Questions are 
expected to cover the service providers used by 
an operator and whether third party trustee 
services are relied on in connection with the 
investment offerings. 
 
Meanwhile, ASIC has delayed the 
commencement of short seller obligations to 
lodge short position reports from 1 April 2010 to 
1 June 2010.  The regulator says the delay is to 
allow short sellers more time to ensure they have 
the appropriate systems in place.  An industry-
wide pilot test to allow short sellers access to the 
new reporting infrastructure will occur from 10 
May 2010.    
 
Details: 
http://www.asic.gov.au/asic/asic.nsf/byheadline/1
0-
42AD+Short+position+reporting?openDocument 
 
 

Blue Sky buys 
Blue Sky Funds Management has purchased a 
50% stake in the Apeiron Global Macro Fund, 
according to InvestorDaily.  Brisbane based Blue 
Sky, which manages $130 million, will replace 
Redwood Capital as the fund's responsible entity 
and become responsible for its distribution and 
back office. The fund will be renamed as the 
Blue Sky Apeiron Global Macro Fund. 
 
ApeironÕs managing director David Hobart will 
retain the remaining 50% equity stake and 
continue to be responsible for all its investment 
decisions.   The deal will complement Blue Sky's 
suite of alternative products in private equity 
fund, real estate and infrastructure. Apeiron was 
named best emerging manager in the 2009 
Australian Hedge Fund Awards. 
 
 

Hedge fund manager developments 
Sydney-based Instinct Capital, a newly launched 
hedge fund, will employ Imagine Software for its 
portfolio and risk management solutions. 
 
Instinct is a long/short Japanese equities event 
driven hedge fund with a derivatives overlay.  
Founders include head of investment 
management Fred Eechaute, business manager 
Stephen Good, and Daisuke Kitagawa and 
Haruka Yokota in portfolio and operations 
management respectively.  The executives are 
ex-Mizuho and DKR Oasis. 
 
** 
The DWS Strategic Value Fund (SVF), and an 
enhanced liquidity version of SVF, have been 
assigned a four-star rating by S&P Fund Services 
after K2 Advisors was appointed to manage the 
products. 
 
K2 Advisors is a global fund-of-hedge-funds 
manager (unrelated to Melbourne based hedge 
fund K2) that replaced Topiary Fund 
Management as investment advisor.  Topiary 
had announced in late 2008 it would close the 
majority of its funds and downsize its investment 
team. 
 
** 
CQS has established a Sydney office, appointing 
former Coalition communications minister 
Richard Alston and former GMO Australia  
executive director Paul Chadwick to sit on the 
board of its Australian company, according to the 
Australian. 
 
The $7 billion CQS, founded by Australian 
Michael Hintze as a fixed income hedge fund, 
has offices in London and Hong Kong. Hintze 
said Ôit has always been our intention to establish 
a presence in Sydney once we had sufficient 
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investments from Australian wholesale 
investors.Õ 
 
** 
TechInvest is winding down its three hedge 
funds after being unable to meet institutional 
investor demands for more human resources in 
the wake of the financial crisis, according to 
CEO Rick Steele speaking to I&T News.  The 
Sydney based four-person firm had just $39.4 
million under management. 
 
 

Trio tangle widens to boiler room 
connections 
Public examinations of Shawn Richard and 
Eugene Liu, former directors of Astarra Asset 
Management (in liquidation ), have been delayed 
to mid July to enable the insolvency 
administrator PPB to conduct further 
investigations.   
 
The examinations were to have taken place on 23 
and 24 March (see Triple A Australian Hedge, Feb 
2010) to shed light on the whereabouts of some 
$120 million missing from the Astarra Strategic 
Fund (ASF). The ASF is a fund of hedge fund 
managed by Trio Capital (formerly known as 
Astarra Capital).    
 
Meanwhile, Hong Kong based Global 
Consultants and Services Ltd (GCSL) and its 
CEO Jack Flader have commenced a legal 
challenge to stop efforts by PPB to subpoena 
ASIC for documents relevant to its 
investigations.   GCSL was the administrator for 
BVI -registered EMA International which 
allocated the ASF monies into five offshore 
hedge funds. 
 
The Sydney Morning Herald, which has provided 
the most media coverage of this case, reports 
that Richard, Flader and the fund manager of 
one of these five offshore hedge funds, have had 
previous business relationships linked with 
boiler-room operations internationally. 
http://www.smh.com.au/business/out-of-the-
shadows-20100326-r34d.html 
 

On the Move 
Perpetual Private Wealth has appointed Nigel 
Douglas as Senior Manager Investment 
Research, with responsibility for all managed 
fund and asset class research.  He was previously 
head of research at van Eyk and now reports to 
Angus Benbow, Perpetual Private WealthÕs 
General Manager of Investments and Strategic 
Advice. 
 

Perpetual Private Wealth has $8.1 billion in 
funds under advice and targets the high-net-
worth investor segment. 
 
** 
Macquarie Group has appointed Eric Schimpf as 
head of Macquarie Private Wealth, replacing 
Peter Coleman who left the firm late last year.  
Schimpf was previously at Merrill Lynch as a 
regional managing director in the US private 
client group.  Macquarie Private Wealth has 425 
advisers. 
 
** 
Perpetual Investments has hired Paul 
Skamvougeras to manage its Wholesale Share-
Plus Long/short Fund (Share Plus). He was 
previously at CPH/Ellerston Capital where he 
spent more than seven years managing a 
long/short global equity portfolio. 
 
Share-Plus uses the same investment approach as 
the Perpetual Wholesale Australian Fund but 
with the ability to take short positions. The 
short-side investment process was previously 
managed by Vasant Khilnani who recently 
retired from Perpetual. 
 
** 
Paddy Jilek, joint-CEO of Access Capital 
Advisers (ACA ) has left the alternatives 
consultancy, according to I&T News. The 
remaining joint-CEO, Alexander Austin will 
become sole CEO. ACA consults on alternative 
assets including infrastructure property, private 
equity and credit but not hedge funds. 
 
** 
Australian Mandy Mannix, Global Head of 
Capital Introductions at Nomura International, 
was recently profiled by The Deal, a new monthly 
insert in the Australian newspaper.  Billed as 
Ôprobably the most successful Australian woman 
in the alternative investment industry,Õ London 
based Mannix, 40, heads a team that deals with 
700-800 investors, including fund of hedge 
funds and pension funds.   
 
She established Lehman BrothersÕ cap intro 
business in London in 2003 and before that 
spent 11 years at Potter Warburg/Merrill Lynch 
Investment Management in Melbourne.  She left 
school at 14 to work as a "check-out chick" in a 
Gold Coast supermarket, according to The Deal. 
 
** 
Stewart Gault has joined LonsecÕs Income and 
Alternative Products Research Team, according 
to Financial Standard.  He will be responsible for 
conducting reviews of structured products, 
hedge funds and alternative investments. 
 
** 
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Nick Burt, the portfolio manager responsible for 
BGI's long/short Australian equity funds since 
2006, has resigned and is "investigating" setting 
up his own shop, according to I&T News.  The 
development follows recent resignations by 
Duncan Forrest, BGI's former head of 
technology and BGIÕs ex-CEO Morry Waked 
from the now merged Blackrock/BGI entities. 
 
 

Telstra Super to appoint hedge fund 
portfolio manager  
The $10 billion Telstra Super is in the advanced 
stages of appointing a hedge fund portfolio 
manager following the departure of Nicole 
Connolly to Russell.  (see Russell story above).  
Jim Christensen, CIO at Telstra Super told I&T 
News that the incoming hedge fund executive 
will refocus on direct investments with 
managers, rather than hedge funds-of-funds. 
 
Meanwhile, John Eliopoulos, the recently hired 
Head of Equities at Telstra Super (ex-Myer 
Family Office CIO - see Triple A Australian 
Hedge, Feb 2010) will head the superfundÕs 
private equity portfolio, while Greg Lee, head of 
the property portfolio, will take over 
infrastructure assets, according to I&T News. 
 
 

BT Investment Management reorganises 
its Multi Strategies Boutique 
BT Investment ManagementÕs Multi-Strategies 
Boutique will lose its income and diversified 
funds to the firmÕs internal Income Boutique 
and Macro Strategies Boutique respectively, 
under a reorganisation instigated by BTIMÕs 
CEO Emilio Gonzalez. 
 
As a result, BTIM says that the role of Head of 
Multi Strategies (performed by Robert Swift), 
will no longer exist. The Multi-Strategies 
Boutique last year had been planning to boost its 
hedge fund and alternatives capabilities for its 
diversified fund business. (see Triple  A 
Australian Hedge, August 2009)  
 
However, under the current reorganisation, 
BTIMÕs alternative funds on an interim basis will 
be managed by Brian Wright, Head of M&A and 
Strategy, who has prior experience in alternative 
investments. BTIM says the firm Ôwill continue 
to explore strategic options for alternative funds 
in the post-GFC environment.Õ 
 
 
 
 
 
 

Feature Article 
 
Selecting Meaningful Screening Statistics 
Meredith Jones 
 
As promised (threatened?) last month, for the 
third installment of this series on Best Practices 
in Hedge Fund Selection we are going to focus 
on selecting meaningful screening statistics.  
After all, once you have collected a good sample 
of hedge fund data and developed an investment 
mandate, you have what you need to begin the 
actual search for funds.  
 
Many investors approach this phase of the hedge 
fund screening and performance measurement 
process with a Òwish listÓ of quantitative 
characteristics. They might say they want only 
hedge funds with 5-year track records, no 
drawdowns greater than 5%, a compound annual 
return of 20% plus, a Sharpe ratio greater than 2, 
and 90% profitable months. If the fund manager 
can also walk on water and multiply  loaves and 
fishes, so much the better. In other words, this is 
not the most constructive way to screen for 
hedge funds. In fact, investors will likely spend a 
great deal of time and effort looking for a 
manager that simply doesnÕt exist.  
 
ÒGoodÓ statistical values arenÕt generally 
arbitrary. You may want a fund with a Sharpe 
ratio higher than 2, but it may not exist in a 
particular strategy or at all, or the rest of the 
characteristics may not be what you want 
(liquidity profile, minimum return, minimum 
investment, etc.). Another example of arbitrary 
statistical screening is searching using standard 
deviation. A low standard deviation may be 
important to you, but itÕs critical to remember 
what standard deviation is, and that it is not a 
measure of risk. Standard deviation is a measure 
of predictability, and searching for funds strictly 
on the basis of how predictable they are can 
leave you with steady, but not necessarily 
positive, returns. I know of more than one 
manager with very low standard deviation and a 
negative compound annual return – they 
predictably lose money every month.  
 
Still other investors try to use a hedge fund 
benchmark to create their screening criteria. 
This also can result in frustration, as you will 
likely end up with a list of managers which is 
significantly longer than you have time to 
investigate. For example, if you use the mean 
return for hedge funds, you will likely end up 
looking at funds ranked as low as the 40th 
percentile or worse. Most investors are not 
interested in average performers, so spending 
time looking for average statistics isnÕt a great 
way to find strong managers.  
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It is simply much easier and productive to screen 
the data comparatively. Since you spent time 
evaluating your investment mandate, you know 
what statistics are important to you. For 
example, a pension may need a minimum return 
of 8%, and also have a low tolerance for losses 
and illiquid strategies. As a result, they might 
start off by screening long/short equity (liquid ) 
managers to remove those with a compound 
annual return of less than 8% (minimum 
acceptable return). Then they might search to 
find managers whose compound annual returns 
has been in the top 40% of the strategy peer 
group for the last five years, along with those 
managers whose recent returns during the last 
twelve months were in the top 20% of their 
strategy peers. The next screen whittles the 
group down further, screening for managers 
whose maximum drawdown is in among the best 

20% (loss aversion). The result is that, without 
searching for specific values, the pension ends up 
with a manageable list of managers that are, 
based on their particular quantitative criteria, at 
the top of the field for their investment strategy. 
Investors with other mandates might screen the 
same way, using a different combination of 
statistics and percentiles. 
 
The bottom li ne is that hedge fund screening is 
art, not arbitrary. The best results will come 
from the thoughtful application of the 
investment mandate to comparative quantitative 
screening factors.  
 
For more information on investment statistics, 
please feel free to request the PerTrac Statistics 
Guide by emailing mjones@pertrac.com. 
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Hatfield’s Gadget Corner 
Get rid of those Apple Ear Buds! 
 
Well the iPad is out and it looks as if they 
have sold over 300,000 on the first weekend. 
This compares with 270,000 iPhones on itÕs 
first weekend release. The figure above doesnÕt 
include the pre-orders for the G3 version only 
the WiFi version. The G3 version comes out 
later in the month. 
 
Interestingly the iPad does not include their 
very basic earphones. You will have to supply 
your own. HereÕs a number of ideas. 
 
My gadget article this month discusses 
earphone alternatives to the supplied Apple 
iPod Earphones. I have to say that some of 
you will conclude that I am a complete idiot 
for purchasing a lot of earphones. Basically, 
what I do is buy online from say Amazon or 
even minidisc.com.au in Australia. Both 
sources are quite cheap. When you have made 
up your mind that you donÕt think the sound 
quality is up to scratch, you sell them on eBay. 
As per usual people pay silly prices. You 
normally recoup between 50 and 70% of your 
purchase. Alternatively, go to the Apple store, 
buy a set of earphones and if you donÕt like 
them, they have a 14 day return policy, no 
questions asked. Do check before you 
purchase as a few items are non-returnable. 
IÕve had no trouble with Earphones. 
 
My favorites are the Ultimate Ears TripleFi 
10viÕs. These sound awesome and are the best 
that I have heard in my years of searching for 
sound excellence. They are triple driver 
earphones and there are only a few triple 
driver products on the market. In addition to 
the UEs, I have previously bought the Shure 
SE 530s and the Westone  3s. None sound as 
good as the UEs. But this can be a personal 
issue. Some people will tell you that they 
prefer this to that. And a lot depends on the 
Ear Tips. I use a third party set called Comply 
Foam. This company makes ear tips for all of 
the major earphones and are highly 
recommended. None of these triple driver 
earphones are cheap. They range in price from 
$400 up to $500 plus. More than the cost of 
the iPod. Recently I was able to buy a set of 
the UEs for under US$200 from Amazon. I 
did own a set of Westones which I got for 
about $300. Again, in each case, I was able to 
retrieve  a lot of the cost on eBay. 
 

 
Pictured above are the UE TripleFi 10viÕs. 
They are quite large and you do look a little 
like Frankenstein with them sticking out of 
your ears. But the sound is fantastic. 
 
There are others which I will briefly discuss. 
Again, a lot of this is making travel more 
pleasant. Many business travelers swear by the 
Bose Noise Canceling range. The Bose 
QuietComfort 3s are the latest generation. 
They get rave reviews but are very expensive. 
Apple Store Sydney around $599.00. 
 
 

 
 
Again, my quest is always to reduce travel 
space. These headphones take a lot of space in 
your carry on luggage. They also say that the in 
ear type of earphones such as the UEs and 
Shures cut out 80% of external noise in a 
plane. 
 
 
Worthy of mention are the Klipsch 10Xs. You 
can get these from minidisc.com.au for 
$299.00. Way cheaper than the US. Fantastic 
sound for the lightest and smallest set of 
earphones at this sound quality. 
 

 
 
 
When I travel, part of my fitness regime is to 
walk for an hour prior to morning meetings. 
The best set of fitness earphones that you can 
sweat all over are the Sennheiser MX85       



AUSTRALIAN HEDGE                                                                              Tuesday, April  6, 2010 
 
!

TRIPLE A PARTNERS AUSTRALIA  ! 11!

Sport IIs. For the sound quality they are very 
good considering they only cost $89.95 rrp, 
cheaper online. 

 
 
For walking around with your iPhone or 
Blackberry, Bose Mobile In-Ear Headphones 
with Mic are very good. Quite good sound 
quality, in fact I think they are the best in this 
price range. Expect to pay $199.95 at the 
Apple store. 
 

 
 
The bottom line with all of this, is that you 
need to have reasonable sound quality if you 
are going to listen to your iPod or iPad, 
whether traveling or walking or whatever. I 
think everybody needs to upgrade from the 
basic set that Apple supplies. I hope this has 
been of interest? Happy listening. 
 
Contact  

 
Triple A Partners Australia 
Level 2, Suite 220 
111 Harrington Street 
Sydney NSW 2000 Australia          
 
P:   +61 2 80040152 
F:   +61 2 92412549     
 
Damien Hatfield 
M: +61 400 560 240 
dh@tripleapartners.net 
 
 
Rick Bernie 
M: +61 403 708 619 
rb@tripleapartners.net 

 
David Adiseshan 
M: +61 419 604 969 
da@tripleapartners.net 
 
Trish Perri 
M: +61 416 698 893 
tp@tripleapartners.net 

 
 
Contributors 
 
David Chin is the consulting editor for the 
Australian Hedge newsletter.  He is also the 
managing director of Basis Point Consulting, a 
research and news syndication firm focused on the 
Australian and Asia-Pacific hedge funds, financial 
markets, and derivatives industries. 
 
Meredith Jones joined Pertrac Financial Solutions 
in December 2001. She currently serves as 
Managing Director and head of global marketing. 
Her research has appeared in the Wall Street 
Journal, the Financial Times, Risk Magazine, 
Bloomberg Wealth Manager, the Economist, 
SmartMoney.com and other publications. 
 
 
Disclaimer 
 
The information in this newsletter is based on data 
collected from sources within the market and believed 
to be accurate at the time of compilation. The 
publishers have taken every care to ensure the 
information contained herein is accurate, but take no 
responsibility for any errors. This report has been 
prepared with all reasonable care by Point Break 
Advisors Pty Ltd. trading as Triple A Partners 
Australia (ACN 124 312 081).  It is provided for 
information purposes only and should not be 
construed as an offer or solicitation.  It should not be 
relied upon as the sole basis for making an investment 
decision, nor should a decision be made until the risks 
of the investment are fully understood.  Triple A 
Partners Australia assumes no responsibilities for 
errors, inaccuracies or omissions in this summary.  
The information is provided without warranty of any 
kind.  Past performance is not indicative of future 
performance.  Investors may not get back the full 
amount originally invested.   
 
Triple A Partners Australia is the trading name of 
Point Break Advisors Pty Ltd ABN 17 124 312 081 
AFSL 317532. 
 
Copyright 2009 Triple A Partners Australia. All rights 
reserved. Neither this publication nor any part of it 
may be reproduced, stored in a retrieval system or 
transmitted in any form or by any means; electronic, 
photocopying or otherwise without prior consent of 
Triple A Partners Australia.!
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