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Editorial
Welcome back to Asia Pacific Intelligence after our summer break. News in
this issue covers July and August hedge fund activity for the region. We open
with an interview with Rebekah Pang, head of capital introductions Asia for
prime broker, Newedge. From her perspective, working with investors and
managers in Asian hedge funds, she sees growing diversification in strategies
coming out of the region.
We also have an outbreak of middle office and small prime offerings for
emerging Asian hedge funds this month, with interviews and news from
Global Prime Partners and HFO, both of whom are open to supporting the
smaller hedge fund manager in Asia. Can this be seen as a sign of new growth
in the Asian hedge fund arena? Let’s hope so, but goodness, the month of
August, so sleepy in the Northern hemisphere, has proved tumultuous in the
south, with currencies and markets whipsawing around. Particularly hard hit
was the rupee and we cover that in this issue, alongside the news that the
Indian central bank has allowed the formation of a number of hedge funds.
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rupee began to fall ........................................................ 3
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Newedge Asia sees growth across the board
Rebekah Pang CFA, CAIA is head
of Capital Introductions – Asia,
Alternative Investment Solutions
-Prime Clearing Services, Newedge
Financial Hong Kong. Newedge has
been established in the region for
over 10 years, with Rebekah joining
the team some five years ago. As a full
service Prime Brokerage they service

Rebekah Pang
Hedge Funds across asset classes,
building on a dominant position in the
CTA space.
“We are very investor focussed”
Pang says, “as a large amount of our
business is through managed accounts
we, by definition, align with investor
requirements. The evolution of Capital
Introduction started with investors
asking for more suggestions on
funds or by setting up CTA focussed
programmes.”
Pang sees growth ahead for Newedge
as the Asian hedge fund universe
diversifies in terms of strategy and
Investor needs. “We are seeing more
macro funds, more commodity funds
particularly in Singapore and more of
the types of funds we focus on” she
says.

“There are a lot of long/short equity
hedge funds based locally, and as
these funds become multi-strategy
adding FX and commodities, our
portfolio approach to risk comes
into its own. The product mix of our
business has diversified successfully
over the last two to three years
to include a strong FX and equity
franchise alongside our traditional
strength in listed derivatives.”
Pang reports that although it has
been pretty tough on the whole
performance-wise for Asian hedge
funds over the past couple of years,
there have been several notable
successes. “Generally, most funds are
still starting with friends and family
money, before they do any investor
marketing. Naturally the high profile
start-ups make the press, but there are
a lot of managers that have proved
successful, but are still ‘under the
radar’” she says.
Pang feels that Asian hedge funds
offer a good blend of emerging,
developed and frontier markets.
“Certain strategies are difficult to grow
in Asia Pac as you run into capacity
issues” she says. “But we are seeing
a lot of enquiries from investors
outside of the region to meet local
mangers. Without doubt, there has
been a shift in the geographical focus
of investment, with Asia pinpointed
as a place to deploy capital with the
potential to achieve more attractive
returns.”
Pang believes that Asian hedge funds
should be up to the standard investors
from overseas expect. “Investors
from overseas are more demanding
and funds need to be comparable to
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those in the US and Europe in terms of
infrastructure, liquidity, transparency”
she says.
A rising challenge to providing
services to Asian hedge funds is
the enormous amount of regulatory
change currently being discussed.
“Funds in the region need to make
sure that they have the resources in
place to guarantee compliance going
forward. Almost on a weekly basis
there is something new published by
lawyers or consultants that, if nothing
more, need to be read.”
In terms of China, Newedge has an
established joint venture with Citic
and works on developing relationships
with both onshore and offshore clients.
“We are also seeing a lot of interest
for funds that are trading China or
looking for a Chinese partner.”
Looking towards Australia,
Newedgehas also had a presence
there for some 10 years. Pang says:
“What I would love is if the local fund
management industry in Australia got
behind the local hedge fund industry
more.” Pang says local Aussie hedge
funds sometimes suffer from both
the tyranny of distance, added to
fee sensitivity. The famous Aussie
Superannuation funds aren’t going to
pay 2 and 20, and are, on the whole,
not comfortable with the fee structure
offered by funds of funds, she says.
“The supers have a large amount of
capital but are traditionally focused
on private equity and infrastructure
investments. There is a number of big
investors who are supportive of hedge
funds - just not all of them” she says.
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India’s regulator permits 73 alternative investment funds to launch against backdrop of free falling rupee

A

sia Pacific Intelligence’s
sister publication,
Alternative Market Briefing,
saw Komfie Manalo of
Opalesque Asia reporting that India’s
market regulator SEBI (Securities
and Exchange Board of India) has
announced the approval of 73 entities
to launch Alternative Investment
Funds (AIFs), a newly created class
of pooled-in investment vehicles for
real estate, private equity and hedge
funds so far this year.
According to a report by The Hindu,
those approved to operate AIFs
included KKR India, Arth Capital,
Landmark Opportunity Fund, HBS
Raksha Movies, Tata Alternative
Investment Fund, Monsoon
Alternative Investment Trust, DSP
Blackrock Alternative Investment Fund
and Edelweiss Alternative Investment
Trust.
SEBI issued guidelines for AIFs in May
and outlined the three categories in
which these special classes of market
intermediaries could operate. Under
SEBI rules, all AIFs are regulated,
including those operating as private
equity funds, real estate funds and
hedge funds.
The three categories are; Category-I
AIFs, which include Social Venture
Funds, Infrastructure Funds, Venture
Capital Funds and SME Funds;
Category-II AIFs are those that have
no limitations in terms of investment
but are not allowed to raise debt
except for meeting day-to-day
requirements; and Category-III AIFs
include hedge funds and those
trading to generate short-term
returns.
In April this year, SEBI allowed only
47 entities to set up AIFs. The 47 AIFs
had been registered with SEBI since

July. SEBI had allowed only 12 AIFs to
set up shop in the country till October
of last year.
Separately, India’s market regulator
tightened the leverage buying norms
of hedge funds and other complex
leveraged funds classified under
Category II-AIFs in July this year, said
The Hindu Business Line. Under the
changes, Category II-AIFs will now
have to follow leverage limit caps.
The expansion of the alternative
industry in India comes at a time when
according to The Economist India’s
economy is facing its tightest spot
since 1991. Hit by the merest hint
that the US Fed will ease on QE, the
rupee has gone into freefall. According
to The Economist, not so long ago
India was celebrated as an economic
miracle with Prime Minister Manmohan
Singh in 2008 citing growth of 8-9% as
‘India’s new cruising speed’. However,
now the picture is different. The rupee
has tumbled by 13% in three months,
20% this year. The stockmarket is down
by a quarter in dollar terms and with
borrowing rates at levels last seen after
Lehman Brothers’ demise, bank shares
have sunk.
Investment Week reported that on just
one day the Indian currency plunged
3.7% in a single day, its largest one-day
percentage fall in 18 years, to as low as
68.7 rupees per dollar.
According to Reuters, late August
trading sessions saw investors sell
nearly $1bn Indian as investors
panicked. Tension in the Middle East
raises concerns of a rising oil price and
India is vulnerable as it imports 80% of
its oil.
Apart from broader global issues,
India is also battling with a budget
and current account deficit, which
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last year reached $87.8bn, according
to Investment Week. According to
reports, the local government is
striving to contain the deficit within
the $70bn mark in the year to March
2014, and this is putting further
pressure on the currency and the
local market. Meanwhile, local bonds
also continue to suffer. Since the end
of May investors have pulled a total
of $8.7bn from local debt on Fed
tapering fears.
The Economist believes that to
prevent a slide into crisis, the
government needs first to stop making
things worse, citing the ‘urge to tinker’
as hindering reform. “The authorities
must accept that 2013 is not 1991.
Then the state nearly bankrupted itself
trying to defend a pegged exchange
rate. Now the rupee floats, and the
state has no foreign debt to speak of.
A weaker currency will break some
firms with foreign loans, but poses
no direct threat to the government’s
solvency.”
Observers urge Raghuram Rajan,
the central bank’s incoming head, to
control inflation and the government
to encourage growth with radical
deregulation and breaking up of
state monopolies, reform of labour
laws and an overhaul of the country’s
fundamental infrastructure.
The Economist concludes: “The
calamity of 1991 led to liberalising
reforms that ended decades of
stagnation and allowed a spurt of fast
growth. This latest brush with disaster
could produce a positive legacy, too,
but only if it persuades voters and the
next government of the importance of
a new round of reforms that deal with
the economy’s flaws and unleash its
mighty potential.”
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Blue Sky reports 48% growth in revenue
Australia’s only listed alternative
investments firm Blue Sky Alternative
Investments has reported a $3.59m
net profit after tax and 48% growth
in revenue for the full year ending 30
June 2013.
In August 2013,Blue Skycompleted
a successfulprivate shareplacement,
Raising an additional $6.83m, which
will be used to co-invest in Blue Sky
managed funds.

had seen Blue Sky reaches several
milestones and build the foundation
for its next level of growth.
“We have expanded our investment
teams, infrastructure, systems and
distribution channels while maintaining
performance across the group’s
funds at better than 15% per annum
compounding since inception” he said.

In the last 12 months, the
company increased its assets
under management (AUM) from
approximately $200m to $350m.

“In a low growth economic
environment, investors continue
to seek out new ideas, absolute
performance and alignment. This is
driving a greater proportion of global
savings to alternative assets.”

Founder and managing director Mark
Sowerby said the 2013 financial year

“Our offerings across private equity,
private real estate, hedge funds and

real assets (Currently water and water
infrastructure) uniquely position us to
participate in these globaltrends,” Mr
Sowerbysaid.
Blue Sky was listed on the Australian
Securities Exchange in January 2012.
Established in 2006, Blue Sky has
generated strong returns uncorrelated
with Australian listed equity markets.
The firm has offices in Brisbane,
Sydney, Adelaide and New York, a
team of over 40 and abroad investor
base including institutional, wholesale
and retail clients.
Alternative assets include direct
investment in private equity, real
estate, infrastructure, hedge funds and
other real assets.

Middle office solutions firms merge and announce Hong Kong as global base
HFO and GFS Pty Ltd announced
a merger this summer with added
news that the combined company
will be headquartered in Hong Kong.
In an interview with Opalesque,
Ben Parker, HFO founder and ceo
of the company, explained that his
firm provides middle and back office
operational solutions to managers, so
they fit between the manager and the
execution and portfolio management
processes and between fund
administrators and prime brokers.
Their target market is hedge funds,
family offices and institutional funds.
“We are an alternative to resourcing
those functions internally,” Parker
says. “We are an institutional scalable
option to running those functions inhouse.” Parker has impeccable hedge
fund credentials having been CEO
and CFO of Tudor-seeded Arnott
Capital in Sydney for five years and
before that the London representative
for SAC Capital (in happier times for
that company) for five years.
Arnott Capital built up to $1bn under
management but was hit by the
global financial crisis. “At Arnott, as
a hedge fund, we had invested in
building our own internal support

system and we saw an opportunity to
support our peers who were struggling
to find the expertise. So we kicked
off in 2010 supporting other hedge
funds and small family offices and our
business has grown to where we now
support about 40 individual funds”
Parker says.
The merger with GFS came as Parker
realised the firm had a similar mind set
to HFO. “They had heavily invested
in systems and infrastructure and
we saw quite an overlap in what we
were doing and similar core systems,
vendor systems and we believed that
by partnering we could service their
existing functions and help them
reduce costs.”
Parker also has expansion plans to
continue with system development and
expand the company’s geographical
presence to Europe and the US.
Looking specifically at the Asian
market, Parker says: “There’s been
a growth in Asian-based strategies
being run out of Asia whereas years
ago many would have been run out
of London or the US – it’s a growing
trend for placement of portfolio
management talent in Asia itself.”
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Parker says that Hong Kong represents
about 50% of hedge funds in the region
whether by number of managers or
assets under management and that is
followed by Singapore with about 20%
and then Australia with less than 10%
and the rest spread across Asia. “For us,
Hong Kong was the natural place for us
to have our head office. It will be our
base for growth not just in Asia but for
targeting opportunities in Europe and
the US.”
Parker believes it is still a struggle for
smaller managers to get started. “That
is part of the demand for what we are
doing as we are a cost-effective option
for a manager. From a functional
perspective we don’t care what size they
are but there is greater demand from
managers in the sub $200m category.”
Parker says the business model works
because they are not just hedge fundfocussed but also work with family office
and institutional managers. “There
is definitely increasing demand for
outsourcing across the board, from 2530% managers focused on outsourcing to
keep overheads low and those numbers
are growing. It’s great for us,” he says.

This piece first appeared in Opalesque
on 14th August.
opalesque.com
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Scout Global selects HFO for middle, back office and risk services

H

ong Kong based HFO has
been selected to provide
middle, back office and risk
services to international
multi-manager investor, Scout Global
Funds. Scout Global Funds invests in a
broad range of emerging, systematic
and discretionary trading managers
via managed accounts. The managers
in which they invest on the Scout
Global Funds platform cover a broad
range of asset classes including
listed futures, foreign exchange,
international equities and options.
They are located across numerous
time zones and countries, and require
a 24 hour service operation.

capable of managing a diverse nonstandard portfolio,” said Oliver Alliker,
Director of Scout Global Funds.

“Scout Global Funds has been
investing in emerging managers
via managed accounts since 2006.
Our managers are up-and-coming
systematic trading talent across
multiple assets classes, trading
frequencies and geographical
location. This meant that we had to
carefully select an outsourcing option

“Their decision to outsource middle
and back office services is based on a
desire to increase operational flexibility
and scale while reducing fixed costs,”
Parker said.

“With over twenty managers currently
and several upcoming allocations,
we required a group that could
accommodate this kind of volume
without compromising accuracy.
Scout is a big believer in the use of
technology to improve efficiency so
we are pleased to have partnered with
HFO.”
HFO founder and CEO Ben Parker
describes Scout Global Funds as a
very sophisticated managed account
investor.

“At HFO, we believe that the demand
for outsourcing by multi-manager firms
and managed account investors will

continue as the costs and complexities
of providing top-level middle and
back office services internally becomes
burdensome and distracting from
investors’ core focus of managing
funds.”
“Outsourcing of back office, risk
management and performance
reporting provides extra comfort to
all participants in the value chain,
from money managers to institutional
investors. Having an independent
set of professional staff reviewing
trades and positions has always been
a challenge in a small organization,
but now that this service is available
at a cost-effective rate, outsourcing
provides another level of protection
for the end investor in the postMadoff era,” Parker said.
Scout Global was profiled in
Opalesque in July. You can read that
piece here.

HFO was profiled in Opalesque in
August. You can read that piece here.

Global Prime Partners seeks to support emerging Asian hedge fund managers
Global Prime Partners, the global
prime brokerage boutique which
specializes in supporting emerging
managers, has expanded its service
capabilities into the Asian markets
region with the recent hire of exhedge fund and family office manager
Rupert Street. In an interview with
Opalesque, Street explained that he
had used GPP’s services in the past
and so had seen the advantages of a
specialist mini prime broker from the
outside.
While based in Hong Kong, Street has
been travelling extensively through
Asia researching the hedge fund
industry and in particular emerging
managers in the region. “Sub-$150m
there is no prime brokerage service”
Street says, observing that many of
the tier one prime brokers are actually
looking to cull smaller and less
profitable funds.

In his research process, Street has
found the Asian hedge fund industry
somewhat depressed and cautious.
“Asia seems to have a massive divide
between really good performers
and big funds with decent assets
under management who are able to
dominate the sector but I notice that
in the smaller sector thereseems to be
little support for emerging managers
or funds that are starting up.”
The regulatory requirements of even
registering a fund in Hong Kong
dictate that a new manager has to
have at least $1m to start with. “When
you are leaving a bank or your old fund
group, you need a leg up” Street says.
“My first activity is to find potential
hedge fund managers who are either
established or about to be let go
from prime brokers, prop traders who
are being culled out of banks and
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private wealth managers and family
offices who want to stay away from
the private banking route because it
is expensive” he says. “We offer an
affordable solution by offering prime
brokers services to help funds looking
to launch and build a track record in
the sub-$50m ‘space’.”
One of the unexpected outcomes
of the latest regulations in Europe
is that money is flowing into Asia”,
Street says. “I want to set up shop
and say you can do business sub$50m or even sub-$5m and we need
to develop an entrepreneurial spirit.
Baby hedge funds grow up to become
big ones and in Asia there is a lot of
opportunity to build that connection.”

This piece first appeared in Opalesque
on 25th July.
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Eurekahedge reports 70% of reporting funds positive over July

T

he August 2013 Eurekahedge
Report’s highlights included:

• Hedge funds up by 1.02%
in July, with 70% of reporting
funds delivering positive returns
during the month
• Funds of hedge funds outperformed
single managers so far in 2013, up
3.83% July 2013 year-to-date versus
3.54%
• Japanese hedge funds
outperformed the Nikkei 225 for the
third consecutive month, gaining
18.43% as at end-July 2013
• As at end-July 2013, Eurekahedge
is currently tracking more than 550
funds that have delivered over 15%,
300 funds that are up more than 20%
and 100 funds up more than 30%
• Assets under management
increased by US$15.1 billion in July
and currently stand at US$1.89 trillion
• CTA/managed futures funds in
negative territory for the year, down
2.27% year-to-date
In terms of performance, the report
found that global markets bounced
back from a retreat in June amid
positive announcements by central
banks. The Eurekahedge Hedge Fund
Index was up 1.02% during the month
and the MSCI World Index was up by
4.83% in July.
July witnessed rallies in global
markets which overcame the
speculation about the slowdown in
the US Federal Reserve’s bond-buying
program. Although Japanese equities

finished lower for the third consecutive
month, positive indications on
accommodative monetary policy from
the US as well as the European Central
Bank were supportive for most global
indices. Healthy Q2 corporate earnings
from the US also helped to drive the
upward momentum during the month.
All major hedge fund investment
regions, witnessed positive returns
during the month. The Eurekahedge
Asia ex Japan Hedge Fund Index
saw the strongest gains amongst
all regional mandates – up 1.93%,
outperforming the MSCI Asia ex-Japan
Index which was up 1.84% in July.
North American hedge funds posted
gains of 1.44% during the month as
the S&P500 surged 4.95% in July on
the back of upbeat corporate earnings,
Fed announcements as well as positive
macroeconomic data.
European hedge funds also posted
healthy returns in July, gaining 1.34%.
Trends in the regional markets were
similar to those in America with
European bourses taking cue from
central bank announcements. The DAX
was up 3.98% in July while the CAC
and the FTSE 100 gained 6.79% and
6.53% respectively.
Japanese hedge funds outperformed
the underlying markets for the third
consecutive month, gaining 0.93%
despite declines in the Tokyo Topix
(down 0.19%) and the Nikkei 225
(down 0.07%). Japanese equities
were pushed into negative territory
in July as the yen appreciated
against both the dollar and the
euro while corporate earnings were
also disappointing. Japan focused
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managers have outperformed their
counterparts in other regions in 2013,
the Eurekahedge Japan Hedge Fund
Index is up 18.43% July year-to-date.
The asset weighted MizuhoEurekahedge Index was up 1.18%
in July as the largest constituents
of the index, which are some of the
largest hedge funds in the world,
posted strong performance during the
month on the back of short volatility
positions. The best performance
in July was delivered by a globally
investing special situations fund while
the worst performance was posted
by a fund focused on negative fat tail
events.
Index constituents investing globally
posted the strongest returns
during the month while Asian and
emerging markets mandated funds
underperformed the main index.
Overall, equity focused funds were
the best performers in July, in the
environment of strongly rallying
markets, and remain ahead in the
year-to-date measure. The MizuhoEurekahedge Long Short Equities
Index is up 4.9% July year-do-date.
Total assets under management (AUM)
in hedge funds increased by $15.1bn
during the month, bringing the size
of the industry to $1.89tln. Most
of the increase in total assets came
from positive performance in July as
managers gained $10.1bn over the
course of the month. The industry also
witnessed net positive asset flows of
$5.0bn.

(This piece first appeared in
Opalesque on 20th August)
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Asian market sell-off stabilizes in July
Precy Dumlao, Opalesque Asia

into investment grade bonds.”

he Asian market sell-off in
June that saw most of the
region’s currencies falling, has
stabilized in July as most of
the regional funds reported modest
gains, said Singapore-based data
provider GFIA.

He added that the fund benefited from
reducing its exposure in Thai/Malaysia
banks and into Korea quasi sovereign
bonds.

T

Peter Douglas
In its latest monthly commentary,
GFIA reported that the MSCI AC
Asia Pacific ex Japan and MSCI AC
Asia Pacific were up 1.8 and 1.3%
respectively, weighed down by India
and Indonesia where current account
imbalances continue to grow. Most
fund managers saw limited upside,
with a few stellar performers who are
mainly directional and model driven.
Peter Douglas, GFIA founder, writes
“The credit space remained subdued
with new issuance mainly limited
to investment grade issuers with
only a total of $3.7bn of issuances.
Most other credit managers ended
the month flat and have very much
focused on investment grade names
that had been overly penalized
during the June sell-off. AHP Asia
Credit Opportunities rose by 0.9% as
they managed to rotate the portfolio
swiftly out of high yield issues and

The Saka Capital Liquid Fund posted
its strong performance in the Korean
quasi sovereign bonds, that was
also its largest position after gaining
1.2% profits last month, GFIA said.
The bond is Saka Capital’s defensive
portfolio with net risk close to zero was
constructed to withstand the impacts
of the Fed’s tapering on Treasury yields
and the continuing underperformance
in the emerging markets.
Douglas went on to say, “Multiasset and relative value managers
experienced a drag on performance
this month as a result of
underperformance in equities and
convertible bonds. Factorial retreated
0.5% as their arbitrage plays in the
dual-listed strategy went down across
the board. Omnix (-2.1%) also suffered
from the pullback in equities, erasing
most gains in Japan convertibles. RV
Capital stood out as the positive
outlier in this category with its 1.8%
return; they took advantage of the
relative play in Asia investment
grade papers and weakening in Asia
currencies as a result of the Fed’s QE
tapering plan.”
BIA Pacific Macro ended the month
marginally down as the manager
underestimated the extent of the
rally in JGBs. Their short positions in
commodities such as Gold, Copper
and Oil (that rallied in the face of
still-sluggish activity in China) were
also one of the main performance
detractors.

quant managers saw a mixed bag of
performance with more skew towards
the positive side. Even within a fund,
performance was mixed among
different models with more funds
gaining from short-term momentum
trading in Japan. MNJ’s (2.6%)
buyback strategy also played out
handsomely in Japan from a portfolio
of stocks that will be added to the
Topix Index later in the year. Octagon
(0.6%) and Monsoon (0.2%) managed
to navigate the whipsawing markets in
Asia this month with portfolios lightly
tilted towards the developed markets
such as Japan and Australia. Arda
Capital (-2.9%) had a difficult month as
their typically consistent factors such
as sentimental signals were overridden
by strong macro conditions this
month.
Directional equity funds generally
had a good run this month driven by
the rebound in the Hong Kong/China
market. Dalton Asia fund reported
1.2% and ended the month with
26.8% net exposure, down from 36.4%
at the beginning of the month as a
short position was initiated in a stateowned Asian airline. Ward Ferry (1.5%)
is seeing a win-win situation from both
long and short books; their largest
short position, a Japanese mobile
game developer, saw a 25% correction
after its share price appreciated
1,300% YTD through end-June. SPARX
OneAsia Long Short Fund (-0.6%) had
another down month as their long
positions in Thailand property names
continued to hurt the portfolio amid
heightened Thailand market and
political volatility, GFIA said.

(This piece first appeared in
Opalesque on 2nd September.)

The research firm also reported that
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ASEAN markets showing signs of recovery but investors’ confidence remains low
Precy Dumlao, Opalesque Asia
The ASEAN markets have been
showing signs that the region’s
economy are recovering from
the June market sell-off, said
Singapore-based research firm
GFIA. The majority of Asia-ex Japan
fund managers with an ASEANconcentrated portfolio generated
subdued returns last month.
GFIA founder Peter Douglas said
in his monthly commentary, “Firth’s
(1.0%) portfolio was well cushioned
by its position in Korea, Hong Kong
and China which also happened to be
the main drivers of performance for
Flowering Tree’s Ashoka fund (4.8%).
The fund’s short book has shrunk to
a historic low level of 38% which is
expected to normalize over the next
few months as new interesting short
positions are initiated.”

Regional sentiments
JAPAN
Concerns over a slowdown in China
outweighed the stabilizing effect
of the July election in Japan that
also resulted with Japanese fund
managers outperforming their market
benchmarks during the period.
The average fund in the Eurekahedge
Japan Index gained 0.9%. The smallcap index TSE Mothers performed
well, gaining 12.4%. Accordingly,
small cap specialists such as Hayate
Long-Short (4.5%) took advantage of
the easing of market momentum as
fundamentals came back into focus,
increasing their net exposure in firms
with potential growth stories, GFIA
said.
It added that managers who had
previously expressed a bearish view
through low or neutral net exposure
were impacted by the trend reversal
in equities last month. An example
of the trend was Monterey which
gave up 0.4% of returns due to
their risk-averse positioning, but the
manager continues to have negligible
net exposure amid the market
uncertainty.

The monthly commentary added
that quant funds continued to
navigate market movements well and
had another good month as Terra
Grove saw technical factors such as
short-term reversal and long-term
momentum work well, posting a 1.9%
gain. MNJ Japan had a great month
with 2.9%, as their value and buyback
strategies did well. Their basket of
stocks to be added into Topix as
a result of the Osaka-Tokyo stock
exchange merger also contributed to
performance.
GREATER CHINA
Both China A shares and the Hang
Seng index rebounded in July, as
Premier Li’s speech attempted to calm
a rattled market and US tapering talks
lost some immediacy. The landmark
approval of the Shanghai free trade
zone also spurred hopes for speedier
financial liberalization and put the city
on track to becoming an international
financial centre.
China equity managers posted
gains this month as their market
recovered; managers such as CSV
China Opportunities (5.4%) were able
to propel YTD returns into the black
with portfolio companies reporting
strong Q2 earnings. The fund pared
back net exposure slightly to end the
month long 56%. Orchid China (2.7%)
also did well with 18% of the portfolio
in fast-growing internet/media stocks.
Orchid is positioned for the upcoming
earnings season in August.
INDIA
According to GFIA, India’s decision
to tighten liquidity in July to stem
speculation in the currency was a drain
on markets poised for easing to help
drive economic recovery and set the
stage for further uncertainty and loss
of investor confidence. In response,
Alchemy India (-3.6%) have hedged out
15% of their portfolio via index puts,
and upped their cash level.

Investors will also take the country’s
budget deficit into account when
forming their views and will closely
monitor the level of imports of
commodities such as gold and oil,”
Douglas explained.
MENA PLUS
Amidst volatility in emerging markets,
July saw lackluster performance in
Latin America, where select country
indices outperformed behemoth Brazil
and correspondingly fund managers
diversifying to Chile and Peru found
better opportunities. In contrast,
Russia benefited from the bounce
back and was one of the better
performing emerging markets; Micex
reversed its trend and gained 3.3%
as key listing Gazprom revived from
multi-year lows, rallying 17%.
Russian managers found some respite
from the gloom, as did African
managers during the frontier markets
rally in July. Kenya and Nigeria
overweights generated good returns
for funds.
Middle Eastern funds had a strong
showing as well despite anticipated
low volumes during the fasting
month which had been an erroneous
prediction. Key markets such as Saudi
Arabia, the UAE and Qatar were up
5-8% during the month.
Month to date, US and European
markets have been roiled as tensions
over Syria cast a pall over stocks
in developed regions. Asia Pacific
has not been spared the negativity,
although numbers there are looking
slightly better, buoyed by China’s
resurgence. Eastern Europe is also
outperforming among EM. Preliminary
estimates from managers are looking
flat to positive despite the market,
with strong performance in the
peripheral EMs.

This piece first appeared in Opalesque
on 3rd September.

“It remains to be seen how long the
RBI will tighten, and whether the
currency will stabilize, allowing the
regulator to ease monetary policy.
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Marc Faber: investors were too optimistic about Asia
Benedicte Gravrand, Opalesque
Geneva
Last week (third week in August)
was a turbulent week in some Asian
countries as the sell-off intensified.
And this turbulence is set to continue,
says Marc Faber.

Marc Faber
Indeed, investors have been exiting
the Indian and Indonesian currencies
following months of decline and
a sharp drop last Thursday. The
currencies of Malaysia, the Philippines
and Thailand also declined, although
by less than 1%, says the New York
Times. Stock markets across most of
the region fell on Thursday, but share
prices rebounded slightly in India.
However, China and Japan’s were
unaffected by this general waning.
The Indian rupee fell to a fresh record
low against the U.S. dollar (breaching
the key level of 66.00 to the dollar)
on August 27th, causing a selloff in
local stocks, reported the Wall Street
Journal. And emerging-market stocks
posted the biggest drop in eight
weeks on concern a conflict between

the U.S. and Syria will intensify (the
MSCI Emerging Markets slid by 1.8%
on August 27th, said Bloomberg).
“The countries most affected when
investors flee emerging markets
are those that rely on the fickle
inflow of investment to balance
out longstanding deficits in trades
and services,” said Stratfor, a geopolitical intelligence firm, on Friday.
These include Turkey (the Turkish
lira weakened to 2.0051 against the
dollar on Aug. 27), India and Indonesia
among others.
Investors too optimistic
Marc Faber, the Swiss-born and
Thailand-based investment guru noted,
according to Swiss paper Le Temps,
that investors had been too optimistic
about Thailand, the Philippines and
Indonesia, and that they now realise
that growth is slowing down. Which
is why stocks were being sold off
last week and currencies were under
pressure.
Faber, who also edits the monthly
Gloom, Boom & Doom Report, stated
that a fundamental change occurred
in those countries in the last few
years; they started showing current
account deficits. He thinks that those
economies were stimulated artificially
with credit expansion. “There were
excesses, although not like in 1997,”
he added (in South-East Asia, the

Copyright 2013 © Opalesque Ltd. All Rights Reserved.

current slide in currencies is triggering
deep concerns of a repeat of the 1997
crisis). Moreover, these economies
also depend on China for their raw
material exports. China is itself slowing
down, and it is doing so more than the
official figures tell you, he said.
He is also sceptical about the outlooks
coming from large foreign banks
implemented in those countries,
for they not entirely disinterested.
Besides, he added, export figures
from various countries don’t match.
As for India, which saw its currency
fall, and its central bank announcing
a plan to buy 80 billion rupees’ worth
of government bonds, Faber believes
this kind of support may not work, and
that India should hike up its interest
rates instead to around 12-13%.
In the current context, he does not
recommend investing in the Asia stock
markets.
The previous week, Faber claimed
that stocks were in “bubble territory”,
making it a good time to move into
gold.
“I have a preference for physical gold,
held in a safe deposit box outside
the United States, and preferably in
Asia, for a variety of reasons,” he was
quoted as saying by CNBC.

This piece first appeared in Opalesque
August 28th.
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Asia Pacific hedge fund industry news for July and August 2013
AUSTRALIA
Financial Standard reported that a
new distribution partnership between
BNP Paribas Investment Partners
Australia (BNPP IP) and Permal Group
allows Australian investors access to
the global alternative asset manager’s
funds. Through BNPP IP investors can
access the Permal and Jubilee range
of funds, as well as the hedge fund
solutions business, where investors can
customise products to suit specific risk
and return objectives. Permal clients
will also have access to the Permal
Managed Account Platform.
CHINA
According to Adamas Asset
Management , the shadow banking
system may pose some market risk but
little systemic risk to China’s financial
markets. Furthermore, the firm says
in its recent White Paper on China’s
shadow banking, the recent “cash
crunch” situation in China should
be viewed as a temporary market
distortion. Source.
HONG KONG
From Bloomberg.com: Guo Feng, a
Hong Kong-based portfolio manager
at Millennium Management LLC, the
$18.6 billion hedge fund run by Israel
Englander, is preparing to start his own
firm, said two people with knowledge
of the talks. Guo, 32, will open Hong
Kong-based Symmetry Investment
Management with initial capital from
Millennium or Englander, said the
people, who asked not to be identified
because the plans are both private and
at an early stage. Source.
The Financial Times (subscription
required) interviewed Francois Buclez,
chief executive and chief investment
officer of Cube Capital.
JAPAN
Bloomberg reported that three former
managing directors of Goldman Sachs
Group Inc.’s Japan business plan to
start an Asia multi-strategy hedge
fund early next year, according to two
people with knowledge of the matter.
Koji Gotoda and Takayuki Kasama have
incorporated Golvis Investment Pte in

Singapore, said the people, who asked
not to be identified as the information is
private. The fund will invest in all asset
classes with an initial focus on Japan,
they added.
The Asset reported that Citi has been
appointed by Whiz Partners Inc. to
support fund administration and transfer
agency services for its newly-launched
Whiz Rock Global Macro Investment
Fund in Asia.“As the launch of the
Global Macro Investment Fund marks
our first foray into the hedge fund space
in Asia, it is essential for us to team up
with a trusted and reliable partner to
achieve operational efficiency. We are
confident that Citi’s combination of
global reach and local expertise will fully
support our growth strategy within the
region,” said Atsushi Matsumura, chief
operating officer of Whiz.
KOREA
Opalesque reported that the savings
arm of the Korea Post issued a new RFP
seeking fund of hedge fund managers.
The announcement follows a similar RFP
issued in July for Korea Post Insurance,
which closed on August 9. The Korea
Post Savings request will close on
September 14, 2013. In addition to
the RFP, Korea Post has also released
an initial questionnaire to guide funds
through their proposal process.
PAN ASIA
The Financial Times (subscription
required) reported that global fund flow
data continue to favour developed over
emerging market equities, with Asian
funds suffering outflows through to the
last week of July. Despite the pressure
on local assets, the Asian fund industry
is awash with news suggesting the future
stays bright for asset managers.
HFR said that building on strong recent
performance gains, global investors
increased allocations to Asian hedge
funds in the second quarter with net
inflows to Asian hedge funds exceeding
the flows to both U.S. and Europeanfocused hedge funds, according to the
latest HFR Asian Hedge Fund Industry
Report, released today by HFR, the
established global leader in indexation,
analysis and research for the global
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hedge fund industry. Source.
Singapore’s GFIA’s research revealed
that mid-size Asian hedge funds,
particularly those running assets
of between $75m and $150m,
outperformed both absolute and risk
adjusted basis. Source.
Bloomberg reported that Wells Fargo,
the world’s most valuable bank,
plans to expand the number of fund
services clients in Asia by as much as
20% according to an interview with
Christopher Kundro, co-head of the
bank’s global fund services division.
Source.
Opalesque reported that Expedition
Advisors Ltd., backed by New Yorkbased Protege Partners LP, is returning
investor capital in its Asia volatility
hedge fund after losses.
Citywire reported that the large-scale
sell-off in emerging market debt
has presented a host of interesting
opportunities in smaller Asian nations,
according to Legg Mason Brandywine’s
Brian Hess. Hess, who co-runs the $614
million Legg Mason Brandywine Global
Fixed Income Absolute Return fund,
said he is lining up moves into both
Thailand and the Philippines in the
wake of volatility. On a currency basis,
Hess said both the Philippine peso
and Thai baht presented increasingly
attractive investment opportunities on a
fundamental basis, with strong growth
potential.
Stratfor Global Intelligence published
a detailed note on Southeast Asia:
Currency Depreciation and the Prospect
of Crisis.
Bad Actor rule does not worry Asian
hedge funds Asian Investor reported
that Asian hedge fund managers say
they are not worried that incoming
legislative amendments under DoddFrank rules which will require the
disclosure of past offences will impact
the region.
SINGAPORE
The Family Offices Group issued a
free white paper on family offices in
Singapore.
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