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Vietnam pushes the frontiers

K

evin Snowball likes a challenge,
and in particular, an early stage
market. He went to trade
derivatives in Hong Kong
when daily turnover at the HK Futures
Exchange was 50 contracts a day
and left when it was at 30,000 a day.

Kevin Snowball
And he launched PXP Vietnam Asset
Management in 2003 when the country
had 22 listed stocks and a total market
capitalisaton of $160m. At the time,
the index was at 166, it soared to 1170
in 2007, fell back to 235 in 2009 and
now stands just below 500 points. “It’s
been an interesting but typical early
state frontier market ride” Snowball
says.

launch funds in Vietnam was the little
recognized size of the country. It’s the
14th biggest country in the world and
has a population of 90 million with
a 95% literacy rate. It has significant
natural resources, leading the world as
the number one exporter of rice and
second largest exporter of coffee after
Brazil. It’s a garment and footwear
producer and is now attracting
electronics production, with 24% of
Samsung’s mobile phones assembled
in Vietnam which means that it is
moving up the value chain. It also has a
young population with 65% under 35.
As the population gets better off, it
spends more money, putting liquidity
back into the country. “We are
essentially sector neutral or agnostic”
Snowball says. “We are fundamental,
research driven bottom-up investors
so we aim to put together portfolios of
the best listed companies in Vietnam.”
The firm currently manages $125m but
has capacity for a lot more. Investors
in the closed end fund which is listed
on the London Stock Exchange can
buy just one share so range from retail
to frontier market funds of funds and
hedge funds.

PXP now offers two Vietnam long only
absolute return funds, one closed
end and the other open-ended, and
both focused on listed equities in the
country. The portfolios across the two
funds are similar, given the difference
in fee structures and the impact of
flows.

For the last two years, performance
has been good – 2008 was not kind
to them when the Vietnamese market
fell 68% and the index has not yet
recovered to anywhere near its all time
high. The Vietnamese Emerging Equity
Fund, the open ended fund, is up
17.38% year to date, 24.58% over two
years, while the closed end fund, the
PXP Vietnam Fund is up 23.52% year
to date, 54.07% over two years, both
to the end of August 2013. And both
funds are estimated to have risen more
than another 5% in September 2013.

What drew Snowball to base an
asset management company and

Things are looking promising in
Vietnam, Snowball says, reporting
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that the government is taking firm
steps to increase foreign ownership
in the country and attract outside
investment. The Vietnamese Prime
Minister Nguyen Tan Dung recently
visited the US as reported on
Bloomberg, pledging to subject stateowned companies to competition
and allow greater foreign ownership
of banks as the government seeks to
revive growth and join a key trade
agreement.
PXP finds that the Vietnamese
Government has undoubtedly made
significant macroeconomic progress
through the resolute application of
consistently strong monetary policy
over the past two and a half years.
In the Vietnam Emerging Equity
Fund interim report for 2013, the
firm writes: “The Dong has been
among the most stable currencies
in Asia during that period, obviously
assisted by the managed exchange
rate against the US dollar but the
pressures previously caused by high
inflation and large trade deficits have
been negated for the time being
at least, and both are expected to
continue to improve, the latter more
so, and particularly over the longer
term. Inflation was running at an
annualized 7.5% in August 2013 but
positive base effects for the remainder
of the year suggest that 2013 inflation
is likely to come in at approximately
6.5%, a steady improvement after
the 18.6% and 9.3% levels recorded
by the General Statistics Office for
2011 and 2012 respectively. The move
up the value chain discussed in the
Company’s Annual Report for the year
ended 31 December 2012, driven
by higher value add manufacturing
as the country diversifies production
from garments to electronics will, we
believe, make a significant contribution
to Vietnam achieving another surplus
in 2013 after the first in 20 years last
year.”

opalesque.com
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Apec meeting approves progress on Asia Region Funds Passport

F

inance Ministers of the
Asia-Pacific Economic
Cooperation (APEC)
economies convened its 20th
annual meeting in Nusa Dua, Bali,
Indonesia, on 19 and 20 September
2013 under the Chairmanship of
Dr.MuhamadChatibBasri, Indonesia’s
Finance Minister. The meeting was
attended by various delegates,
including the President of the Asian
Development Bank (ADB), the
Managing Director of the World Bank
Group, and the Deputy Managing
Director of the International Monetary
Fund (IMF).
In a statement the delegates said:
“We note the progress in the
development of Asia Region Funds
Passport, including the formation
and on-going development of a
framework document that sets out
its voluntary guiding principles and
basic arrangements. We welcomed
the signing of the Statement of Intent
(SOI) in Nusa Dua, Bali, Indonesia,
on 20 September 2013 by some
economies that will potentially

become members of a pilot group
launching the Passport and publicly
consult on the detailed rules for its
implementation in accordance with the
timeline set out in the SOI.”
The pilot group includes Australia,
New Zealand, Singapore and South
Korea who will now set to work to
create the Asia Region Funds Passport
(ARFP), which it is hoped, will work
like an Asian UCITS, allowing a level
regulatory playing field and cross
border sales for funds across the
Asian region. The target is to have
the passport up and running by 2016.
A key driver for this development is
the increasingly close cross border
financial relationship in funds between
China and Hong Kong, which is
expected to be added to by Taiwan,
creating a Greater China alliance in
funds, which might push fund groups
from the rest of the region out.
Reported in Asia Pacific Intelligence’s
October 2012 edition, Angelyn Lim
from Dechert explained Thailand and
Singapore were leading the way in

establishing a Ucits type fund passport
across the Association of Southeast
Asian nations (ASEAN).
In an interview with Asia Pacific
Intelligence, Lim said that, at that
time, Thailand and Singapore had
stolen a march on the other countries
interested in forming some sort
of funds distribution union, and
predicted that any such scheme would
start as a pilot with other countries
joining in.
At the time, Lim explained that
certain Asia-Pacific countries have
been pushing for a funds passport
for some years. “Specifically Australia
and New Zealand were very keen to
have an Asian Ucits-type passport.”
One factor limiting the development
has been the Australian tax regime
which is not conducive to passporting
arrangements with offshore funds.
“There appears to be government
support for a passporting arrangement
and a more conducive domestic tax
regime but it has not yet translated
into practical action” she said.

Australian regulator says hedge funds do not pose systemic risk to financial system

P

recyDumlao, Opalesque Asia:
Australian hedge funds do
not currently pose a systemic
risk to the local financial
system, an ASIC report claimed and
added that the country’s hedge fund
industry manages only a small share
of Australia’s $2.1tln managed funds
industry with more than half of these
holding less than $50m each.
In its survey of Australian hedge
funds, it found that the local fund
management space uses low leverage
and appeared to have adequate
liquidity to meet obligations.
In a speech by Australian Securities
and Investments Commission (ASIC)
Commissioner Greg Tanzer during
the AIMA Australia Hedge Fund
Forum today, he said that there are

no Australian examples of hedge funds
causing systemic risk, but there are
overseas.
“The collapse of Long Term Capital
Management (LTCM) in 1998, where
the Federal Reserve Bank of New
York had to orchestrate a bail - in by
its investment bank counterparties is
the most famous,” Tanzer said. “This
is an example of a hedge fund raising
systemic risk through the channel of
credit risk. Ten years later, Morgan
Stanley faced the simultaneous blows
of massive withdrawals of hedge fund
assets from custody while having to
satisfy contractual rights to provide
uncollateralized loans to other
hedge funds. This led to tri-party
repo (repurchase agreement) lenders
questioning its credit and to the firm
applying to become a bank holding
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company,” he added.
He told delegates of the conference
that hedge funds may also contribute
to systemic risk through the market
risk channel, for example, where their
activities lead to a liquidity problem
or mispricing in a particular market for
securities or futures.
Tanzer said, “Examples include
the distorting impact of Amaranth
Advisors’ investing over the northern
summer of 2006 in US natural gas
futures for the 2006–07 winter, and the
shorting and resulting short-squeeze
of Volkswagen stock in 2008 which
distorted the German equity indexes
over several days.”
ASIC’s findings were based on 2010
and 2012 surveys undertaken in
coordination with other

opalesque.com
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Members of the International
Organization of Securities
Commissions (IOSCO), which created
a Task Force to consider the proper
supervision of hedge funds and to
monitor the systemic risk they may
pose.
The survey was representative of the
state of the Australian hedge fund
industry as a whole, with the assets
of the 12 surveyed qualifying hedge
funds representing approximately
42% of the assets held by singlestrategy hedge funds in Australia.
Australian wholesale investors are the
main investors in the surveyed funds.
Their hedge-fund investment relative
to their total investments is minimal,
which tends to reduce systemic
impact of any problems in the sector.
By asset class, listed equities

Issue 12 | October 2013
(over $19bn) are the surveyed fund
managers’ greatest gross exposures,
with almost one-third of this being
Australian equities. Equity derivatives
and G10 sovereign bonds are the next
two most significant asset classes,
with exposures of $8.2bn and $6.9bn
respectively.
Hedge fund redemptions exceeded
applications in 2012, compared
with the substantial inflows in 2010.
However, the 2012 redemptions are
unlikely to result in liquidity pressures
because the average redemption size
is relatively small as a percentage of
funds’ net asset value.
The average time in which surveyed
funds can liquidate 92% of their
portfolio is less than 30 days. However,
creditors can demand 99% of fund
liabilities in less than 30 days. If the
Australian market were subject to

44

significant stress, the sector may
struggle to meet redemption requests.
However, this risk is offset by all the
surveyed funds being able to suspend
redemptions, if required.
Surveyed funds use relatively low
levels of leverage, with synthetic
leverage being the largest source in
2012. Average leverage, by gross
market value as a multiple of net asset
value, increased from 1.25 times assets
in 2010 to 1.51 times assets in 2012.
The survey found that hedge funds’
investments have in the past adversely
affected the financial system by
disrupting liquidity and pricing in
markets (market channel risk) or
by causing creditors to lose money
(credit channel risk). The potential
for systemic risk depends on the size,
significance and interconnectedness of
hedge funds.

Preqin predicts strong growth on back of high returns for Asia Pacific hedge fund industry

P

reqin’s latest special report,
Asia Pacific Hedge Funds,
finds that the growing Asia
Pacific hedge fund industry has
outperformed all other regions over
the last 12 months, with net returns
of 18.61% over the 12 month period
ending July 2013, compared with
the 15.38% and 11.97% achieved by
North America- and Europe-focused
funds.
Investor appetite for Asia-Pacific
hedge funds is strong, Preqin says,
with 41% of Asia-Pacific-based hedge
fund investors surveyed by Preqin
planning to increase their allocations
to hedge funds over the coming 12
months. The firm writes: “An even
more significant 53% of non-AsiaPacific-based investors surveyed will
look to increase their allocation to
hedge funds targeting investments in
the region over the next 12 months.”
Other key facts from the report
include:
Additionally, Preqin data shows
that Asia-Pacific -focused hedge funds

have outperformed the overall hedge
fund benchmarks in both 2013 (as of
31 July) and 2012, as well as on an
annualized basis over the past two,
three and five years.
Over the course of 2013 so far,
Asia-Pacific-focused funds managed
by firms based in the region have
produced a net return of 6.91%, which
is nearly three times higher than funds
managed by firms based elsewhere
focused on the region at 2.40%.
Asia-Pacific-focused long/short
funds posted a net return of 22.06%
for the 12-month period ending 31
July 2013, outperforming the overall
long /short benchmark, which returned
12.55%.
Despite strong performance, the
volatility for Asia-Pacific-focused
hedge funds is higher than the global
hedge fund average over the last four
years. As of 31 July 2013, five-year
volatility for Asia-Pacific- focused long/
short funds was at 12.55% compared
with 10.63% for all long/short funds,
11.24% for North America-focused
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long/short funds and 6.66% for Europefocused long/short funds.
81% of Asia-Pacific-based investors
surveyed said that their hedge fund
investments had met or exceeded
expectations over the past 12 months.
56% of Asia-Pacific-based fund
managers believe the hedge fund
industry assets under management in
the region will increase in the next 12
months.
Amy Bensted, Head of Hedge Fund
Products, Preqin, said: “This is a
significant period for the hedge
fund industry in the region. New
developments, particularly the advent
of the new Securities Investment Funds
Law in China, could lead to significant
changes in the region and provide a
boost to the hedge fund industry. Strong
performance by Asia-Pacific-focused
funds over the past 12 months has
contributed to an increase in appetite
for the region among investors based in
Asia-Pacific and globally. This impressive
performance could enable the AsiaPacific hedge fund industry to grow to
record levels in the coming years.”
opalesque.com
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Global hedge funds down 0.32% in August, up 3.18% year to date reports Eurekahedge

T

he first view of August
hedge fund returns from
Eurekahedge revealed that
they witnessed slightly
negative returns in August amid
increased risk aversion in global
markets during the month. The
Eurekahedge Hedge Fund Index
was down 0.32% during the month,
outperforming global stock indices
as the MSCI World Index declined by
2.26% in August.
Key highlights for August 2013:
• Global hedge fund AUM declined
by more than US$6 billion in August
• Launch activity picks up pace in
2013 with more than 500 funds
launched globally July year-to-date
• Hedge funds across major regions
outperformed underlying markets in
August
• Distressed debt investing remains
the best performing strategy in 2013,
up 10% as at end-August
• Japanese hedge funds
outperformed the Nikkei 225 for the
fourth consecutive month, up 18.82%
year-to-date
• At 2013 year-to-date, Eurekahedge
is tracking more than 600 funds that
have delivered over 15% and 200
funds that are up more than 30%
Regional Indices
Eurekahedge writes: “Risk aversion
returned to global markets in August

driven by a host of factors. The
increased likelihood of the United
States waging another war in the
Middle East, weakening economic
situation in emerging markets and
continued concerns of QE tapering by
the US Federal Reserve (Fed) were the
main drivers of the negative market
sentiment during the month. Some of
the negativity was offset by improving
global economic data as the Eurozone
emerged from recession and China
PMI numbers also displaying positive
trends.”
The firm found that returns were mixed
among the various regional mandates
with Latin American and North
America hedge funds delivering the
strongest returns. “The Eurekahedge
Latin American Hedge Fund Index
gained 0.48% in August mostly due to
strong returns posted by Brazil-focused
funds, which were up on the back
of a strong rebound in the Bovespa
(up 3.68%). Managers’ holdings were
buoyed by surprisingly strong GDP
numbers for 2Q 2013 and currency
intervention program announced
by the Central Bank of Brazil. North
American managers outperformed
the S&P 500, which declined 3.13%
in August. A number of managers
had indicated net short positions
for August, amid expectations of an
announcement of QE-tapering by
the Fed, which helped them to post
positive returns during the month.”
“Asian hedge funds outperformed
the underlying markets once again,
delivering healthy returns amid broadly
negative trends in underlying market
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indices. Managers investing in Asia exJapan were up 0.13% while the MSCI
Asia ex-Japan index declined 1.22% in
August. Japan-focused hedge funds
outperformed the underlying markets
for the fourth consecutive month,
gaining 0.11% while the Nikkei 225
was down 2.04% and the Tokyo Topix
declined by 2.27% during the month.”
Strategy Indices
In terms of strategies, Eurekahedge
found that the various strategic indices
saw mixed returns with event driven
hedge funds posting the strongest
gains of 0.95% as managers found
various opportunities in a month
where markets were driven by news
flow. “The Eurekahedge Event Driven
Hedge Fund Index is up 5.70% August
2013 year-to-date. Distressed debt
hedge funds were up 0.35% in the
month, outperforming the high-yield
sector in August. The BofA Merrill
Lynch High Yield Index lost 0.62% in
August. Macro investing funds and
CTA/managed futures funds delivered
the largest losses during the month
of 0.85% and 0.79% respectively.
Most of these funds invest with a
global mandate and the negative
returns posted by them dragged
the main Eurekahedge index into
negative territory for the month. A
number of managers reported losses
from emerging markets and the fx
sector. Trend following strategies
were negative during the month
amid reversals in equities and some
commodities while funds employing
short-term systematic strategies
delivered some gains.”

opalesque.com
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Japan expects more hedge funds to put up shop in Tokyo

P

recyDumlao, Opalesque Asia:
Japan’s market regulator, the
Financial Services Agency,
is hoping Tokyo will attract
more foreign hedge funds to put up
shop in the country since the agency
relaxed its rules to open investment
management business there.

FSA in April 2012 specifically to attract
institutional investors by easing the
requirements for capital the number
of hired employees. But the new rule
also doubled the capital to ¥10 million
($100,000) but reduced the number of
employees to two full-time members
and a part-time auditor.

According to a report by Financial
News, data from Eurekahedge
indicated that there are 55 locallyregistered hedge funds with offices
in Japan, but only 20 are domiciled in
the country. But despite the relaxation
of the rules, there are still significant
challenges that make the entry of
foreign hedge funds to Japan difficult,
the report said.

Industry observers say that despite the
easing of the hedge funds rule, Japan
has not yet seen an influx of hedge
funds. Hedge Fund Japan, a forum
for hedge funds, investors and service
providers in the country said they
expect the number of hedge funds
putting up office in the country to rise
in the coming months.

The report quoted Kazuho Suzuki,
chief operating officer and co-founder
of global macro specialist Edgebell
as saying, “Prior to the changes, the
regulatory hurdles for institutional
hedge funds were very high. Before
opening for business you had to hire
at least seven people as investment
managers and then wait a year before
getting a license – while paying those
seven people. You also needed ¥50
million ($50,000) of capital.”
The changes were introduced by the

Meanwhile, hedge fund guru Ray Dalio
said two weeks ago, that the Japanese
economy would need another big
round of stimulus to boost its growth
even as some emerging markets are
experiencing a downward spiral.
Dalio, who heads one of the world’s
biggest hedge fund, the $150bn
Bridgewater Associates, made the
statement in a speech before the
Japan Society held in midtown
Manhattan. He cited that the Bank of
Japan injected about $1.4tln into its
flagging economy in April this year

in an effort to end two decades of
stagnation. The monetary easing,
coupled with reflationary, pro-growth
policies championed by Japan’s Prime
Minister Shinzo Abe, sent stocks
rallying and the yen tumbling.
Also last week, Japan introduced
amendments to the rules on short
sales. The FSA said the changes would
take effect on November 5 this year.
Currently, the rules and regulations
governing short sales in Japan are
only applicable to trades made on
exchanges. However, as a result of the
amendments, the scope of the existing
rules will be expanded and short sales
made on Proprietary Trading Systems
will also be subject to the existing
short sale regulations. Specifically,
short sales made on a PTS will be
subject to the following rules: the
prohibition of “naked” short selling;
“short sale” flagging requirements of
the trader (i.e. identifying whether the
sale is long or short to the broker); the
Uptick Rule; Short Sale Balance Ratio
reporting and disclosure requirements
and the prohibition on the use of
shares acquired through a public
offering to close out short positions
created through short sales made
during the offering period.

IMQ backs Hong Kong based volatility arbitrage fund, True Partner

E

merging manager specialist,
IMQ, has invested $33m of
‘acceleration capital’ to Asian
volatility arbitrage expert,
True Partner Fund. The investment
takes the manager to assets under
management of $107m.
Located in Hong Kong, the True
Partner team is run by Ralph van Put
and uses a sophisticated approach
to volatility trading, combining
broad options expertise, global
trading experience, and advanced
technology. While the focus rests on
trading opportunities within the Asian
markets, the team runs a truly global
book.
The investment strategy can be
characterised as medium frequency,
market neutral trading and continuous

hedging of volatility spread positions
in listed options, predominantly in the
equity index space. Emphasis is placed
in pro-actively managing portfolio
risks, through both static and scenario
based risk analyses.
True Partner’s Van Put commented
on the investment, saying: “We are
pleased with the cooperation with
IMQ as it highlights our momentum in
asset gathering, with IMQ providing
an opportune bridgehead towards
institutional investors”.
IMQ’s CEO and Founder,
JeroenTielman, comments: “We like
the True Partner strategy as it has a
strong track record of two years and
it has a very low correlation to both
hedge funds and conventional asset
classes. The thought and dedication
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put in by the key principals, to create
and evolve the business together over
a decade, was evident from our first
meeting with them.”
In terms of finding opportunities in Asia,
Tielman says: “We liked the opportunities
in the Asian markets provided by True
Partner being based in Asia, giving
volatility arbitrage opportunities between
Asian markets and other markets.”
For Tielman, this is a good example of
IMQ’s expansion into the acceleration
space of emerging managers. “Knowing
that a team and strategy have been
test-driven provides an additional level of
comfort in evaluating a young manager;
True Partner being prime example of
this. Our commitment brings total AUM
of True Partner beyond the crucial $100m
mark.”
opalesque.com
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Aussie independent and hedge fund assets reach $279bn

A

ussie hedge fund veteran
David Chin’s Basis
Point Consulting has
just published its 2013
Australian Investment Managers
Directory revealing the fact that
Australia’s 2009 independent and
hedge fund management firms have
reached assets of $279bn. Of these,
Chin reports that 61 are hedge
fund managers with $44bn assets
under management while 148 are
independent long only absolute
return managers with $235bn.
In terms of geography, Sydney
continues to dominate as Australia’s

financial capital with 66% of firms
managing 68% of AUM located in the
city, Chin says.
Nearly a third of assets, some $85bn
is deployed by 55 managers in
global markets, such as global/Asian
equities, fixed income and global
macro. In an interview with Opalesque,
Chin said these 55 managers earn
export income (technically importreplacement income) that are on par
with export revenues from ‘highprofile’ export industries in Australia
such as passenger vehicles wine and
live animal trade. Chin said: “Based
on an assumed 1.5% p.a management

fee, annual revenues from these
fund managers total $1.28bn. This
compares with the $1.35bn earned by
the export of cars, $1.92bn earned by
wine exports and $1.07 billion in live
animal exports.”
The 2013 Australian Investment
Managers Directory includes
independent firms that are either fully
or partly owned by staff. It excludes
institution-owned firms except where
they offer hedge funds. Also excluded
are property and private equity firms,
Chin explains, unless they invest in
listed property/PE stocks.

Stratton St Capital remains cautious on Aussie dollar post election

T

wo big changes in the Asia
Pacific region are engaging
the attention of Andrew
Main, managing partner of
Stratton St Capital. The first is the
Australian election, bringing a change
of government with the election of
Tony Abbott, ultra conservative and,
in Main’s opinion, a more laissez faire,
less governmental involvement role to
the Aussie economy.

hedged exposure to the Renminbi
and the Wonda fund, an absolute
return bond and currency fund. The
Wonda fund has been short the Aussie
dollar and Main says he and his team
remain cautious of the Aussie dollar.
“There are some words coming out
from the past administration that
there is a bigger deficit than had been
anticipated so let’s wait and see what
the government coming in says.”

“What we have tended to see in
markets towards the end of last week
was firmness in the Aussie dollar
which reflected people squaring up
their positions and waiting to see
what policies come out with the new
government” Main says. “Traditionally
the Australian central bank is
independent and I think we are
unlikely to see any change in potential
policies from the central bank in Oz in
the next few months but if there are
major changes in policies it will have
an effect.”

The Aussie dollar has recently been
formally linked with the renminbi, as
reported in Opalesque in May. Main
reports that since the end of 2012 to
the end of July this year the renminbi
has gone from the twentieth most
used to the eleventh most used for
trade settlements. Further, according
to a BIS report, to end April 2013,
the renminbi is the ninth most traded
currency worldwide. The reason for
the discrepancy is it is becoming more
significant as a means of exchange
worldwide. “It is important that
Australia can now deal in the renminbi”
Main says, adding that this has also
happened in Singapore, opening up
their trading relations with China and
pushing Singapore up to the position

$1.75bn Stratton Street Capital runs
two absolute return funds which are
invested in the Asia Pacific region.
The Renminbi Bond fund which offers
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of largest foreign exchange centre in
Asia. “For foreign exchange the renminbi
is becoming more powerful” he says.
The other big news in the Asia Pacific
region is Japan winning the Olympics.
“We have seen a BIS report highlighting
a fairly big pick up in trading in the yen
since the pick up of the stockmarket in
November last year. The feel good factor
from the Olympics will help with its goals
of opening up and being on show.”
Main feels that a lot of the infrastructure
is there already, just requiring tweaking
and big showpiece projects to be
built. “The Japanese will use this as an
excuse to carry out other infrastructure
projects they need to do anyway such
as upgrading the elevated road system
in Tokyo which was put in place for the
1964 Olympics.”
Main feels that Abenomics is working:
“We have seen a revision in GDP in
Japan from 2.6% on first count to 3.8%
growth in second quarter – also revised
up from 3.8 to 4.1% on an annualised
basis so a stimulus is coming through the
economy and there is a high chance it
will continue.”

opalesque.com
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Kenton-Dau says Risk Level Orange for comet activity means financial crisis may be on its way

W

e are sitting at risk level
Orange in terms of a
likely tail risk event, says
Branton Kenton-Dau,
Principal of Kenton-Dau’s Tail Event
Warning system. He asks: “Is the
trigger for the next financial crisis a
comet that is at this moment hurtling
towards the sun at 70,000 kilometres
an hour?” Surprising as it may seem,
Kenton-Dau believes that spectacular
comets events coincided with both
the 2000 Tech-Wreck Crash and the
2008 Financial Crisis.”
“Comets can impact the markets
because in both cases we are dealing
with electrical systems” says KentonDau. Earlier in the year Kenton-Dau
formulated a set of equations to
enable investors to trade a market’s
electrical components. He says
that the system is currently being
evaluated by leading institutional and
private investors in the Australasia
region.
“Most of the 250 periodic comets,
280 non-periodic comets and 120
comet-like asteroids currently being
tracked by astronomers have no
impact on the markets,” says KentonDau. “What we are looking for is a
combination of events to take place in
space that creates a Molotov cocktail
in space the consequences of which
we experience as a financial crisis.”

His theory believes that the first of
these two conditions is timing. During
its 11 or so year cycle the sun passes
through periods of maximum and
minimum electrical output. These,
according to Kenton-Dau, appear
to be periods of instability in the
system. “The beginning of the 2000
Tech-Wreck Crash coincided with the
last Solar Maximum while the 2008
Financial Crisis coincided with the most
recent Solar Minimum. In August this
year NASA announced a new Solar
Maximum was likely during the next
few months.”
“However,” says Kenton-Dau, “while
the electrical system may be vulnerable
at these times, something still has to
short the circuit.” He points out that
July 1989 was also a Solar Maximum
but there was no price collapse at
that time. He suggests this may have
been because there was no associated
electrical event.
Comets may be one way we get a
short circuit in space. “Comets are
electrically charged objects, “ says
Kenton-Dau. “When they get in the
way of a strong electrical field like
the one that surrounds the sun, this
may cause a major disruption to the
electrical environment.”
During the 2000 Solar Maximum, and
coinciding with the start of the Tech-

Wreck crash, just such an event took
place, Kenton-Dau says, when Comet
S4 Linear ‘mysteriously’ blew up as it
approached the sun.
He writes: “Coincidence you may
say, but in October 2007, during the
last Solar Minimum and coinciding
with the beginning of the General
Financial Crisis, a similar event took
place when Comet Holmes brightened
unexpectedly to become briefly the
most luminous object in the sky. Did
that brightening take place as the
comet passed through a high voltage
current in space?”
At the time of writing Kenton-Dau says
there is no reason to be concerned
about the current Solar Maximum.
However the risk of another volatility
event may substantially increase
if Comet ISON displays any of the
abrupt fireworks of comets Linear and
Holmes.
“Comet ISON is at its closet point
to the sun on Thanksgiving day,”
says Kenton-Dau. “If we are to see
a display it is likely to be around this
time.”
Branton Kenton-Dau was interviewed
in last October’s edition of Asia
Pacific Intelligence. You can read that
interview here.

Hedge fund industry news for September
AUSTRALIA
Opalesque reported on a number
of developments in the hedge fund
industry in Asia.
Other stories included the news
that the Aussie State Super
Financial Services fund is to invest
$200m into hedge funds. Select
Asset Management also said
that alternatives were becoming
increasingly popular in Australia.
Financial Standard reports that
investment from Australian institutions

has helped US hedge fund manager
Peak6 achieve one of the fastest
growing launches in recent times. The
group’s Achievement fund launched
in September 2012 and has already
grown to US$1.55 billion in funds
under management. The rapid growth
comes in spite of a three month period
where it closed to new investors, a
precautionary method managers use to
prevent overheating.

hedge funds are set to secure the
first approval to raise money from
institutions within China for investing
overseas, a key reform in the opening
of the country’s closely guarded
capital account. It is believed that
Shanghai has granted an overall
quota of $300m that will be divided
equally among six foreign funds –
Canyon Partners, Citadel, Man Group,
Oaktree, Och-Ziff and Winton Capital
– with each permitted to raise up to
$50m.

CHINA

Opalesque reported that Stratton St
Capital and Universal have launched

It was reported that six global
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a UCITS version of the Renminbi bond
fund.

HONG KONG
A report from the Chicago Tribune and
other sources claimed that Goldman
Sachs Investment Partners and Cong
Li, the former chief investment officer
of Mirae Asset Global Investment
(Hong Kong), are preparing to start
separate Asian hedge funds.
Goldman is raising money for Oryza
Capital, an Asia-focused long/short
equities hedge fund it set up this
month, according to a document seen
by Reuters. The fund is believed to
have initial capital of $80m million.
The Oryza 14-member team is led by
Goldman partners Hideki Kinuhata in
Tokyo and Hong Kong-based Ryan
Thall who will focus on mid and largecap stocks.
Separately, Cong Li is setting up Zenas
Capital Management in Hong Kong
and will invest in Greater China stocks,
a hot performing region for hedge
funds this year. Li left Mirae in July
where he managed more than $9bn.
Reuters reported that he will launch
the fund in mid-October and expects
to raise more than $100m in the next
year.
Background to Li suggests he is among
the first generation of Chinese fund
managers, dating back to 1998 when
China’s mutual fund industry started.
He moved to Mirae Asset in 2006 from
Hamon Investment Group in Hong
Kong. Before that, he worked at Hua
An Fund Management Company in
Shanghai between 1998 and 2003.
Jason Jin, a junior portfolio manager
and investment analyst at Mirae Asset,
has also joined Li.
Despite the MSCI China share index
falling 7.6% through to end August
2013, hedge funds investing in China
shares gave an average return of 8.8%
during the period, according to data
from industry tracker Eurekahedge,
raising hopes for capital inflows into
such funds.
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KOREA
Business Korea reported that Franklin
Templeton is bringing a fund of hedge
funds product to Korea in 2014.
The paper quoted a Franklin Templeton
representative as saying: “K2 Advisor,
which has US$8.7bn [9.4tln won] of fund
capital, is preparing to launch a hedge
fund next year,” said Franklin Templeton
personnel on September 12. According
to Institutional Investor data, it is ranked
19th in the global market of funds
of hedge funds. K2 Advisor is mainly
targeting Korean institutional investors.
Separately, the Business Korea piece
referred to the Baekdu 1st Hedge Fund,
released on September 17 2013 by Brain
Asset Management, which has recorded
a rate of return of 25.7% as of the end
of August. Brain Asset Management is
reportedly the largest Korean hedge
fund while the combined amount of the
hedge funds issued by Korean firms has
topped 1.5tln won (US$1.4bn) recently in
two years and nine months.
Global Post reported that South
Korea’s pension funds diversified their
investment portfolio in the first half of
2013 from a year earlier, data showed
Thursday, in an apparent bid to tackle
falling returns from equity assets.
The publication wrote that according
to the data from the Korea Capital
Market Institute, the size of alternative
investments in the National Pension
Service (NPS) came to 36.9 trillion
won (US$34.3bn) at end-June, up 11.8
percent from last year. In this case,
alternative investments refer to nonequity assets, which include property
assets, social overhead capital, private
equity funds and hedge funds.
The number marks a steep rise
compared to a 3.5% and 1.8% gain
in stock and bond investments,
respectively, over the cited period. The
NPS is the country’s largest institutional
investor.
Market watchers said the increase in
the size of alternative assets came
as local pension funds suffered a
decrease in their investment returns as
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the country has landed into a slowgrowth pace amid low interest rates.
The Korea Teachers Pension (KTP),
a fund for private school personnel,
also expanded their investment on
alternative assets by 7.7% over the
cited period, and the Korea Teachers
Credit Union (KTCU) held a comparable
figure of 12.4%.
The portion of such assets in the NPS’s
portfolio came to 9.2% this month,
while those of the KTP and the KTCU
came to 14.1% and 23.8%, respectively.

PAN ASIA
A report from Investment and Pensions
Asia finds that Asian hedge funds are
at the crossroads of performance and
relevance.
An investor in the S&P500 since 2009
would have made a return of 76.3%
(excluding dividends); a return of 45%
in 2010, 29.33% in 2011 and 28.64%
in 2012, according to the data service
S&P Capital IQ. Since 2010, the average
equity hedge fund has produced
returns (after fees) of 14.5%, according
Hedge Fund Research Inc. Such
underperformance along with the major
regulatory changes has profoundly
affected the way returns are made and
clients are serviced, the piece says.

VIETNAM
International Adviser reports that one
of SE Asia’s biggest asset managers has
launched an actively-managed Ucits
equity fund designed at international
investors wishing to gain exposure to
Vietnam’s public equity markets.
Dragon Capital’s Vietnam Equity Ucits,
which is being overseen by an allfemale board, seeks medium to long
term capital appreciation through
investing primarily in securities issued
by Vietnamese companies that are
traded on the Ho Chi Minh City Stock
Exchange.
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No wonder that each week, Opalesque publications are read by more than 600,000 industry professionals in
over 160 countries.
Opalesque is the only daily hedge fund publisher which is actually read by the elite managers themselves

Opalesque Islamic Finance Briefing delivers a quick and
complete overview on growth, opportunities, products and
approaches to Islamic Finance.
Opalesque Futures Intelligence, a new bi-weekly research
publication, covers the managed futures community,
including commodity trading advisers, fund managers,
brokerages and investors in managed futures pools,
meeting needs which currently are not served by other
publications.
Opalesque Islamic Finance Intelligence offers extensive
research, analysis and commentary aimed at providing
clarity and transparency on the various aspects of Shariah
compliant investments. This new, free monthly publication
offers priceless intelligence and arrives at a time when
Islamic finance is facing uncharted territory.
Alternative Market Briefing is a daily newsletter on
the global hedge fund industry, highly praised for its
completeness and timely delivery of the most important
daily news for professionals dealing with hedge funds.
A SQUARE is the first web publication, globally, that is
dedicated exclusively to alternative investments with
“research that reveals” approach, fast facts and investment
oriented analysis.
Technical Research Briefing delivers a global perspective
/ overview on all major markets, including equity indices,

fixed Income, currencies, and commodities.
Sovereign Wealth Funds Briefing offers a quick and
complete overview on the actions and issues relating
to Sovereign Wealth Funds, who rank now amongst
the most important and observed participants in the
international capital markets.
Commodities Briefing is a free, daily publication
covering the global commodity- related news and
research in 26 detailed categories.
The daily Real Estate Briefings offer a quick and
complete oversight on real estate, important news
related to that sector as well as commentaries and
research in 28 detailed categories.
The Opalesque Roundtable Series unites some of the
leading hedge fund managers and their investors from
specific global hedge fund centers, sharing unique
insights on the specific idiosyncrasies and developments
as well as issues and advantages of their jurisdiction.
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