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Important Notice

This presentation has been prepared by VanMac Asset Management Pty Ltd (ACN: 102 777 919 ) and is intended for

wholesale investors only . This material is provided for informational purpose only as of the date hereof . No

representation, express or implied, is given in respect to its accuracy or the completeness of the information

provided herein . The information in this presentation is not, nor is it intended to be, comprehensive or a substitute

for professional advice on specific circumstances .

The information given in this document is of a general nature and has not taken into account the investment

objectives, financial situation or particular needs of any particular person . This document is not intended to be an

offer, or the solicitation of any offer, to buy or sell any securities . No offer or solicitation may be made prior to the

delivery of appropriate offering documents to qualified investors in the relevant jurisdictions and such offering

documents shall govern the terms of any investment . Before making an investment decision on the basis of the

information in this document, a prospective investor should obtain the Private Placement Memorandum and consider,

with or without the assistance of a professional adviser, whether an investment is appropriate in the light of their

particular investment needs, objectives and financial circumstances . Past performance is not a reliable indicator of

future performance . The interests are not freely marketable and involve substantial risks . Prospective investors are

not to construe the contents of this memorandum as tax or legal advice . No representations are made to prospective

investors regarding the legal and taxation implications of an investment in the interests . Prior to subscribing for the

interests, prospective investors should make their own investigation and analysis regarding any information

contained in this memorandum and should rely on their own enquiries in deciding whether to subscribe for the

interests .

No representation is made or will be made that any financial outcome will be achieved . Actual future operations may

vary significantly from the results achieved in the past . prospective investors should make their own investigations

and enquiries regarding the assumptions, uncertainties and contingencies, which may affect future operations . This

document is only for discussion purposes provided only to sophisticated investors as defined in Corporations act

2001 . Prospective Investors should note that this document is NOT A PROSPECTUSor PDS which requires lodgement

with, or registration by, the Australian Securities and Investments Commission .

VanMac Asset Management Pty Ltd is regulated in Australia by the Australian Securities and Investments

Commission and is the holder of AFS License 225867 .
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I . VanMac Group
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Van MacDonald Global Partners Pty Ltd (& affiliates)

Ʒ Group Founded in 1994

Ʒ Strategic Relationship with Greenwich Alternative 

Investments LLC since 2002

Ʒ 40 Managers we currently have managing money - manage    

USD $48bn

Ʒ Australian Financial Services License No: 225867

Ʒ Alternative Investment Procurement Consultants

Ʒ Innovative solutions

Ʒ 7 in Australian team

About us
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Ʒ Scott MacDonald, Managing Director, Founder

Scott is an investment professional with 20 yrs years experience in finance and company 

management He began his investment career in 1985 as Regional Head of Investment Services for Macquarie 

Investment Management Ltd (Macquarie Bank Ltd), during which time he was instrumental in launching the 

ôManaged Currency Fundõ in 1989 ( a capital guaranteed actively managed currency fund ðan early 

successful retail ôhedge fundõ). He was an Institutional Fund Manager for HSBC, Australia and a Director of 

Wilshire Global Partners Pty Ltd, the original Australian operation of Wilshire Associates, the global asset 

consulting firm that has a specialty in global Alternative Investments in the Australian market. Scott has 

consulted to many local and international investment groups on a range of market entry research and 

product development assignments. He has a Bachelor of Business (Banking & Finance) from Monash 

University, a Master of Commerce (Economics) from the University of NSW and a Master of Arts (International 

Relations) from the University of NSW. He is a founding member (since 1993) of the CFA Society Of Sydney, a 

Chapter of the CFA (Chartered Financial Analysts) Institute,  Scott is a member of the IMCA, USA.

Ʒ James Eldershaw, Non -Executive Director & Tech Consultant 

James has over 18 years of investment banking, business development and technology 

experience achieved with major international investment banks. Most recently, since 1999 he has been a 

director of Pacific Fund Systems Limited, a company which develops software for the hedge fund industry. 

From 1992 to 1998 he was with Investcorp Bank E.C., Bahrain, a leading investment bank specializing in 

global investment opportunities where he was extensively involved in management and compliance issues of 

the groups Hedge Fund investment program. This program grew to manage over USD$2bn of alternative 

investments. Mr. Eldershaw provides systems administration and business support to ôVanMacõ. Mr. 

Eldershaw has a Bachelor of Economics degree from the University of Sydney. 

Biographies of Principals
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Ʒ Mark Ohlsson, Group Controller 

Mark has been involved in business management and the venture capital industry for 

27 years. His particular expertise is in assessing venture capital and business proposals, all aspects 

of contractual negotiations together with finance and management reporting requirements. Markõs 

experience spans a wide range of industries and activities including mezzanine finance for private US 

companies leading to NASDAQ listings, financial management of feature films and theatrical 

productions, oil field investment and production, the trucking industry, hotel and golf course 

development and the travel industry. Mark has a Bachelor of Arts (Accounting) from Macquarie 

University and is a Fellow of CPA Australia and a Registered Tax Agent .

__________________________________________________________________

Biographies of Principals
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Strategic Relationship with Greenwich Alternatives

Greenwich Alternative Investments LLC ôGAIõ

Ʒ Founded 1992

Ʒ Advisory Services, Hedge Platform, Asset Management, Hedge 

Fund Indices & database

Ʒ Global Presence ðUS, Europe & Asia

Ʒ 80 Managers we currently have managing money ðmanage           

USD $100bn.

Ʒ Hedge Fund database of 7,500+ managers

Ʒ Manager research and risk management for Morgan Stanley 

Liquidity Funds
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Greenwich Alternative Investments People

Ʒ Thomas B Whelan, President, (CEO)

Ʒ Ryan S Pearson, Senior Vice President, (Client Advisory)

Ʒ Michael Cully, Managing Director (CFO)

Ʒ Margaret W. Gilbert, Managing Director (Marketing)

Ʒ Ken Miller, Senior Vice President (Due Diligence)

Ʒ Ben Rossman, General Manager (Database & Index Group)

Ʒ Zhiyi Song, Senior Vice President (Risk and Quant Research)

Ʒ John C. Van, Managing Director (Legal and Compliance)

Ʒ Plus 12 staff



10

II . Hedge Funds
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Ʒ Invest in public markets

Ʒ Pursue absolute returns

Ʒ Are rewarded through performance

Ʒ Unfettered by benchmarks

Ʒ Use shorting and leverage

Ʒ Private prop trading desk

Hedge Funds

Diverse strategies with some common themes

òHedge funds can be defined as a 

managed portfolio that has targeted 

a specific return goal regardless of 

market conditions by employing 

sophisticated hedging and arbitrage 

techniques . Hedge funds specialize in 

gaining maximum returns for 

minimum risk.ó
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Hedge Fund Growth

Note: Estimates for 2006 -2009 are projections based on current data and may be revised in 

the future.   © 2007 GAI LLC and/or its affiliates, Greenwich, CT.
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Hedge Funds Strategies

Ʒ Market Neutral

Ʒ Equity Market Neutral

Ʒ Event Driven 

Ʒ Market Neutral Arbitrage

Ʒ Long Short Equities

Ʒ Aggressive Growth

Ʒ Opportunistic

Ʒ Short Selling

Ʒ Value

Ʒ Directional Trading

Ʒ Futures

Ʒ Macro

Ʒ Market Timing

Ʒ Specialty Strategies

Ʒ Emerging Markets

Ʒ Income

Ʒ Multi Strategy
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Hedge Funds Strategies

Ʒ Long Short Equities

Ʒ Value

ÁQualitative

ÁQuantitative

ǒ Fundamental

ǒ Risk Factor

ǒ Factor Based

ǒ Technical

Diverse even within categories

Each strategy has 

unique characteristics
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Hedge Fund Strategies by Assets

Greenwich Global Hedge Fund Index Composition Aug 2007

Long/Short 

37.6%

Market 

Neutral 28.8%

Directional 

Trading 

15.3%

Special 

Strategies 

18.4%
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634 Funds

337 Funds

405 Funds
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Hedge Fund Strategy Characteristics
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III . Benefits of Hedge Funds
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Benefits of Hedge Funds - Diversification 

Risk (St Dev)
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Diversification benefits of Hedge Funds 
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Benefits of Hedge Funds ðDownside Protection
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Popular misconception: Hedge Funds have low alphas 

VMŬ =  Rp x

We define Alpha as excess risk adjusted return over market 

return, less gearing costs.

Where: 

Rm = Market Return 

Rp = Portfolio Return 

VMŬ= VanMac Alpha

ŭp = Volatility of the Portfolio

ŭm = Volatility of Market

R
f  

= Interest Rate

ŭm 

ŭp 

- Rm
ŭm 

ŭp 

VanMac Alpha

- 1- R
f

x



22

Hedge Fund Strategy

1995 -2007

Return Volatility VanMac 

Alpha

Vol 

Adjusted 

Returns

S&P 500 11.4% 14.3% 0% 0%

GAI Hedge Fund Index 
(1)

12.5% 7.5% 7.90% 19.3%

GAI Market Neutral Index 
(1)

11.2% 3.79% 16.9% 28.4%

GAI Long/Short Index 
(1)

14.5% 9.5% 7.90% 19.4%

(1)  Rm = S&P 500

Popular misconception: Hedge Funds have low alphas 
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Popular misconception: Hedge Funds are all the same

Greenwich Global Hedge Fund Index
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Popular misconception: Most Hedge Funds use gearing

Hedge Fund Strategy

Donõt use 

Leverage

Use Leverage 
1,2

Low (<2:1)     High (>2:1)

Aggressive Growth 20% 60% 20%

Emerging Markets 20% 50% 30%

Equity Market Neutral 15% 50% 35%

Event Driven 15% 60% 25%

Income 35% 30% 35%

Macro 10% 30% 60%

Market Neutral Arbitrage 10% 25% 65%

Market Timing 55% 35% 10%

Multi Strategy 10% 50% 40%

Opportunistic 10% 60% 30%

Short Selling 30% 40% 30%

Value 20% 60% 20%

Total Sample 20% 50% 30%

1. Short positions are counted as leverage

2. Derivatives are not included as all derivatives have inherent leverage.

Source: Greenwich Alternative Investments 2004
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Fund

1995 - 2007 Annualised

CAR             STD

Hedge Fund Index 13.5% 7.1%

Market Neutral 12.5% 4.1%

Long/Short 15.8% 8.9%

Directional Trading 11.2% 7.7%

Specialty Strategies 11.8% 11.7%

Benchmark

LBABI 8.7% 5.8%

S&P 500 12.9% 14.7%

MSCI World 8.4% 13.6%

ASX 200 15.3% 11.0%

Aust Bank Bills 5.7% 3.2%

Popular misconception: Hedge Funds are risky



26

Popular misconception: Most Hedge Funds are 

highly correlated with equity markets

Hedge Fund Strategy                                      

1995 -2007

Correlation with 

ASX 200

Aggressive Growth 0.55

Emerging Markets 0.63

Equity Market Neutral 0.25

Event Driven 0.54

Income 0.45

Macro 0.43

Market Neutral Arbitrage 0.35

Convertible Arbitrage 0.16

Fixed Income Arbitrage 0.08

Opportunistic 0.49

Short Selling -0.56

Value 0.64

Futures -0.09

Multi Strategy 0.57
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IV . Hedge Funds in Institutional Portfolios 



28

Hedge Funds in US Endowments

Source: National Association of College 

and University Business Officers. 
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Hedge Funds in US Endowments 1984 - 2005

òSomewhat surprisingly, there is only modest evidence that 

endowments that are heavily invested in private equity or 

venture capital benefit greatly from that decision. However   

it appears that a move toward hedge funds affects the cross -

sectional performance. To that extent that hedge fund 

investment provide more opportunity for superior 

performance, migration to this asset class seems to have 

helped those endowments that pursued it.ó

Source: KC Brown; L Garlappi; C Tiu ðôThe Troves of Academe: Asset Allocation, Risk Budgeting, and the Investment 

Performance of University Endowment Fundsõ April 2007
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Hedge Funds in US Endowments
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Hedge Funds in US Endowments 2002 -2005

Asset Class

Mean 

Return

Std 

Dev

Sharpe 

Ratio
(1)

Alpha

US Equity 9.93% 13.37% 0.43 -2.11%

Intl Equity 4.46% 13.31% 0.02 1.02%

US Fixed Income 8.04% 4.41% 0.88 0.54%

Non US Fixed Income 7.89% 9.08% 0.41 4.99%

Public Real Estate 13.27% 12.79% 0.71 -1.77%

Private Real Estate 7.81% 6.55% 0.56 4.59%

Hedge Funds 14.31% 7.61% 1.34 7.13%

Venture Capital 26.59% 56.2% 0.40 26.07%

Private Capital 14.76% 13.74% 0.77 5.87%

Cash 4.14% 1.92% - -

Source: Brown KC, Garlappi L & Tiu C, 2007                          

(1) Sharpe @ cash rate 4.14%
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Hedge Funds in US Endowments 

Including 

Hedge Funds                

Excluding 

Hedge Funds          

Return 9.06% 8.07%

Standard Deviation 10.69% 10.35%

Alpha due to Hedge Fund Inclusion 1.0% -

Info Ratio of Hedge Fund Inclusion 2.93

Impact of inclusion of Hedge Funds in US University Endowment Funds

Source: Brown KC, Garlappi L & Tiu C, 2007, òThe Troves of Academe: Asset Allocation, Risk Budgeting, and 

the Investment Performance of University Endowment Funds.ó; VanMac Analysis. Assumes correlation of 1 

between asset classes. As at 2005.
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V . Investment Process
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Hedge Fund Investment Considerations

Ʒ Perform thorough due diligence

Ʒ Perform adequate ongoing monitoring and due diligence 

Ʒ Understand the numbers - historical performance doesnõt tell the whole 

story 

Ʒ Use a consistent approach when making investment decisions

Ʒ Consider an investable hedge fund index for your initial core allocation

Ʒ Understand fund strategy prior to investing

Ʒ Use a sufficient sample from which to choose hedge funds

Ʒ Evaluate the fundõs risk controls 

Ʒ Diversify across strategies

Ʒ Diversify across a number of funds
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Four Drivers of Hedge Fund Performance

1. Research

2. Portfolio Management

3. Operations             

Management

4. Risk Management

Process Benefit Benchmark

Persistence of Returns

Consistency of Returns

Operating Efficiencies

Fraud Prevention

Preservation of Capital

Alpha

Volatility

Write 

Down

Draw Down
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GAI Investment Process

Platform & Data 

Management
Strategy  

Allocation

Manager 

SelectionDue     

Diligence

Portfolio Design           

& Management

Risk Management
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GAI Investment Process ðManager Selection

Greenwich         

Value Score

1
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Diligence

Managers 

who pass 

Greenwich 

Due 
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1
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Greenwich Alternatives Platform

2

3

45

6

Portfolio & Risk Management    
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Maintain Strategy representation 

10 -20% annual turnover 

expected Static Risk 

Management
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GAI Investment Process - Due Diligence

Ʒ Documents

Ʒ Background Checks

Ʒ Asset Verification

Ʒ Manager Background

Ʒ Investment Strategy

Ʒ Operations

Ʒ Quantitative Analysis

Ʒ Onsite Visit
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GAI Investment Process - Risk Management

Proper Risk Management should:

Ʒ Establish Portfolio Management Framework

Ʒ Monitor Manager Style/Strategy Drift

Ʒ Discover Abnormal Investment Risks

Types of investment risk:

Ʒ Market Risk

Ʒ Credit Risk

Ʒ Operational Risk

Ʒ Portfolio Risk

Ʒ Event Risk

Ʒ Model Risk
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GAI Investment Process - Portfolio Design

Ʒ Number Of Managers

Ʒ Risk Adjusted Return

Ʒ Fee Structure

Ʒ Diversification

Ʒ Liquidity

Ʒ Draw -downs 

Ʒ Risk Disclosure

Ʒ Currency

BOTTOM UP

MANAGER

SELECTION

TOP DOWN

STRATEGY

ALLOCATION

A FULLY OPTIMIZED PORTFOLIO
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GAI Investment Process ðStrategy Allocation

Optimize:

Ʒ Risk Adjusted Returns by Strategy

Ʒ Strategy Correlation

Ʒ Strategy Downside Deviation

-4% -2% 0% 2%

-1.87%

1.01%

Annual Return

Manager Selection

Strategy Allocation

Decomposition of FOF Returns 1999 -2007
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VI . VanMac Products and Services



VanMac Products and Services

Ʒ Hedge Fund Procurement Consulting

Ʒ GAI Index Funds ðconcentrated strategy groups

Ʒ Customised Portfolios

Ʒ Structured Products 

Ʒ Investable Structured Notes

Ʒ Alpha Porting Solutions

Ʒ Capital Protection Strategies
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Performance ðIndex Funds

Fund YTD 3 Month 1Year

3 Year 

Annualised

CAR         STD

Hedge Fund Index 9.5% 1.7% 15.2% 11.8% 4.3%

Market Neutral 7.3% 0.7% 11.4% 9.2% 2.3%

Long/Short 10.4% 1.9% 16.9% 13.5% 5.6%

Directional Trading 6.6% 0.9% 11.1% 8.5% 6.4%

Specialty Strategies 14.7% 3.5% 23.1% 16.7% 5.4%

Benchmark

LBABI 3.8% 2.9% 5.1% 3.8% 2.8%

S&P 500 9.1% 2.0% 16.4% 13.1% 7.5%

MSCI World 10.1% 2.0% 18.9% 15.9% 7.9%

ASX 200 18.5% 5.1% 31.5% 33.8% 8.6%

Data as at Sept 2007
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Performance ðIndex and Sub Index Funds 

Hedge Fund database of 7,500+ managers

Sep-07 Aug-07 YTD 3Mo 1YEAR CAR STD CAR STD

Global Hedge Fund 3.00% -1.60% 9.50% 1.70% 15.20% 11.80% 4.30% 11.90% 4.20%

Market Neutral Group 1.60% -1.10% 7.30% 0.70% 11.40% 9.20% 2.60% 9.20% 2.40%

Equity Market Neutral 2.00% -1.20% 6.70% 1.20% 10.20% 8.20% 2.50% 7.40% 2.40%

Event-Driven 1.40% -1.10% 8.80% 0.60% 14.40% 12.40% 3.60% 13.60% 3.70%

  Distressed Securities 0.90% -1.30% 7.40% -0.80% 13.20% 13.30% 3.50% 16.10% 3.50%

  Merger Arb 1.20% 0.20% 7.30% 0.50% 11.70% 9.50% 2.80% 6.80% 2.50%

  Special Situations 1.70% -1.40% 10.50% 1.70% 16.00% 12.10% 4.20% 12.30% 4.30%

Market Neutral Arbitrage 1.60% -1.10% 6.40% 0.60% 9.60% 7.50% 2.30% 7.20% 2.10%

  Convertible Arb 1.80% -1.90% 4.40% -0.50% 7.30% 5.50% 4.00% 6.60% 3.90%

  Fixed Income Arb 1.40% -0.80% 7.00% 1.00% 9.60% 7.70% 1.50% 8.00% 1.60%

  Other Arb 1.40% -0.70% 7.70% 1.00% 12.00% 9.10% 2.30%

  Statistical Arb 2.60% -1.80% 5.90% 0.60% 9.00% 7.60% 2.80% 6.10% 2.60%

Long/Short Equity Group 3.20% -1.40% 10.40% 1.90% 16.90% 13.50% 5.60% 13.50% 5.70%

Aggressive Growth 4.00% -1.00% 12.80% 3.30% 19.90% 13.80% 7.20% 13.50% 8.40%

Opportunistic 4.20% -1.60% 13.00% 3.90% 20.30% 15.30% 6.40% 14.80% 6.00%

Short Selling -1.40% 1.40% 1.20% 3.60% -4.20% -4.30% 9.90% -8.50% 10.40%

Value 2.80% -1.60% 9.10% 0.80% 15.60% 13.90% 5.50% 14.60% 5.70%

Directional Trading 4.20% -2.60% 6.60% 0.90% 11.10% 8.50% 6.40% 7.40% 7.00%

Futures 4.60% -3.40% 4.90% -1.00% 10.10% 8.10% 9.00% 6.70% 11.00%

Macro 3.50% -1.60% 8.40% 3.40% 11.90% 9.30% 3.90% 8.80% 4.10%

Market Timing 1.70% -1.50% 6.50% 1.30% 9.90% 6.30% 3.60% 6.00% 3.70%

Specialty Strategies 3.50% -2.10% 14.70% 3.50% 23.10% 16.80% 5.40% 17.40% 5.40%

Emerging Markets 5.30% -2.50% 20.30% 6.20% 32.40% 22.80% 7.70% 23.60% 7.90%

Income 0.50% -1.70% 1.70% -2.90% 4.70% 7.00% 2.40% 7.90% 2.50%

Multi-Strategy 2.30% -1.60% 9.50% -0.20% 17.00% 12.20% 4.60% 13.00% 4.90%

Benchmark

LBABI 0.80% 1.20% 3.80% 2.90% 5.10% 3.90% 2.80% 4.10% 3.60%

S&P 500 3.70% 1.50% 9.10% 2.00% 16.40% 13.10% 7.50% 15.50% 9.70%

MSCI World Equity Index 4.60% -0.30% 10.10% 2.00% 19.00% 16.00% 7.90% 17.20% 9.70%

FTSE 100 2.60% -0.90% 4.00% -2.10% 8.50% 12.30% 7.40% 11.70% 10.20%

Total Return 3 Yr Annualized 5 Yr Annualized



46

Consulting ðCustomised Portfolios 

Ʒ Bespoke fund characteristics based on specific target metrics  

Ʒ Client driven strategy constraints 

Ʒ Tailored to meet unique tax and regulatory requirements  

Ʒ Flexibility in setting liquidity terms  

Ʒ Controlled geographic and currency exposure  

Ʒ Rebalance frequency determined with client  

Ʒ Backed with GAI manager selection, due diligence and ongoing 

risk management
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Structured Products

Ʒ Investable Structured Notes:

Ʒ Global Active Hedge Fund Index 2x Rated ôNoteõ

Ʒ Global Active Long/short 1.5x ôAAAõ Rated ôNoteõ

Ʒ Global Active Market Neutral 2x ô Rated ôNoteõ

Ʒ Alpha Porting Solutions

Ʒ Range of Alpha Sources

Ʒ Range of Beta Sources

Ʒ Efficient Structuring and Execution

Ʒ Capital Protection Strategies

Ʒ CPPI or Term Protection through Rated Bank
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Structured Products ðInvestable Structured Notes

VanMac Sector 

Analysis 

1995 -2007

Annualised 

Return

Annualised 

Standard 

Deviation

Annualised 

Sharpe 
(1)

Max 

Drawdown

Hedge Fund Index 2X 
(2)

14.66% 14.04% 0.813 -20.39%

Long/Short 1.5X 
(2)

15.66% 13.56% 0.860 -24.04%

Market Neutral  2X 
(2)

13.82% 7.39% 1.271 -14.53%

LBABI 6.97% 3.69% 0.796 -3.55%

S&P 500 11.56% 14.41% 0.566 -44.73%

ASX 200 14.8% 10.9% 1.039 
(3)

-15.70%

(1) 3 Month T Bill used                     

(2) Net of fees  - AAA Bank issuer       

(3) 3 Month Bank Bills used
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Structured Products - Alpha Porting Solutions

Alpha Porting

Ʒ Range of Beta sources 

Ʒ Global (eg MSCI WEI, MSCI World ex Aust),

Ʒ Regional (eg MSCI Europe, MSCI EAFE), 

Ʒ Country specific (eg ASX 200, S&P 500, FTSE, Nikkei)

Ʒ Custom (Small/Large Cap, Value, Growth etc).

Ʒ Range of Alpha sources 

Ʒ Global HF Index, 

Ʒ Global Market Neutral,  

Ʒ Global Long/Short.

Ʒ Efficient structuring and execution


