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The Investment Manager, GMP Investment Management LP, is registered with the Ontario Securities Commissions (“OSC”) as both Portfolio Manager (“PM”) and 
Exempt Market Dealer (“EMD”) in respect of the pooled fund we manage. As such we are placing you in securities of a related issuer. his communication is for infor-
mation only, and is not to be construed as an invitation to make an investment in GMP Diversified Alpha Fund (the “Fund”) nor does it constitute a public offering to 
sell the Fund or any other products described herein. Applications for the Fund will only be considered on the terms of the Offering Memorandum. Past Performance 
July not be repeated. GMP Investment Management L.P. is prepared to engage as an Adviser or Exempt Market Dealer in respect of securities of its related issuers 
and, in the course of distribution, of securities of connected issuers, but only to the extent from time to time permitted by applicable securities legislation or rule, pol-
icy, directive or order of any securities regulatory authority. 

Monthly Market Commentary April 2011 

GMP Diversified Alpha Fund GMP Diversified Alpha Fund 

GMP Diversified Alpha Master Fund (the “Fund”) generated a negative net return of 0.19% for the month of April. The 
Fund has generated a rolling 12 month return of 10.6% (net of fees). Since inception, the Fund is up 31.3% (net of fees) 
versus 1.85% and 3.09% for the TSX 60 and S&P 500 respectively.   

Over the last 6 weeks, we dramatically shifted the capital allocation within the Fund, principally out of equities and into 
cash. This change was a methodical shift that was prompted by continued volatility in the equity markets resulting from a 
dichotomy of financial information found in global capital markets. On the one hand, corporate earnings continue to be 
strong, suggesting continued opportunity in the equity markets. However, this opportunity is being marginalized by the 
ongoing European sovereign debt problems, the announced end of QE2 in June and the Chinese attempts to keep inflation 
under control. In addition on the 18th of April, Standard & Poor’s  sent a clear warning to the U.S. government as the rat-
ing agency downgraded the outlook on U.S. Treasury securities from “stable” to “negative”. As the market digested this 
news, it oscillated, first selling off, and then rallying hard as the view was the this rating “downgrade” could serve as a 
catalyst to force both sides of the political spectrum in Washington to compromise on how to manage the debt crisis.   

Equity Strategy 

Global equity markets continued their volatility during April, consequently, we rotated capital away from our equity book, 
thereby reducing the strategy’s allocated capital down to 23% of the overall Fund.  

Since the Japanese earthquake and nuclear crisis hit in March, defensive sectors such as healthcare and consumer staples 
have outperformed their pro-cyclical counterparts in resources. In addition, the market has demonstrated a move to lar-
ger capitalization equities, as evidenced by the S&P500 (+2.9%) outperformance of the S&P/TSX60 (-1.4%). Given the pre-
dominantly pro-cyclical orientation of the equity book, and a preference for mid-cap stocks, the equity strategy was af-
fected by both of these trends.  

In anticipation of continued volatility through the traditionally weaker summer months, capital at the margin has been 
taken out of some of our smaller names and re-allocated to names with additional liquidity. However, the equity book 
remains pro-cyclically oriented as the economic data still suggests that barring some exogenous event, equities should 
follow an upward path due to continued profit growth, low levels of corporate leverage, and an improving employment 
picture in both Canada and the U.S. 

Credit Strategy 

Performance in the credit markets was positive in April. Both corporate bonds and ABCP contributed to the positive per-
formance. In the U.S., risk sentiment across spread products improved benefiting from the positive first quarter earnings 
and margin results. Although down from the previous month, the U.S. high yield markets priced in excess of $28 billion in 
new offerings. Inflows into high yield and investment grade markets continued to be strong  resulting in ever tightening 
spreads.  
 
Quantitative Strategy 
 
For the month of April, Quantitative Investing was down 0.84%. Gains in volatility trading were offset by losses in Tactical 
Trading. Although money was made in the Canadian dollar, gold and the S&P500, the story for the month was losses in-
curred on the S&P/TSX60 from the long side.  

Risk Management 

During the month we continued to decrease risk in the Fund, an exercise we had started in early March. We rotated our 
capital into liquid larger cap securities. In addition we raised cash to 35% of capital. Given our market outlook of 3 to 6 
months of sideways markets, followed by short upward market moves, we will selectively deploy this capital in liquid posi-
tions for the foreseeable future. 

  

 


