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Performance data is compared to the S&P/TSX Composite Total Return Index and the S&P 500 Index, are the standard benchmarks for North American equity strate-
gies in Canada. The composition of the Master Fund’s portfolio will significantly differ from the Index due to the investment strategy employed by the Master Fund’s 
Investment Manager, GMP Investment Management L.P. (“GMPIM”). Please see “Investment Strategies” in the Confidential Offering Memorandum for more details. 
The Investment Manager is registered with the Ontario Securities Commissions (“OSC”) as an Investment Fund Manager (“IFM”), Portfolio Manager (“PM”) and Ex-
empt 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 informa-
tion 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 No-
vember 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, 
policy, directive or order of any securities regulatory authority. 

 

 

 

Monthly Market Commentary December 2012 

GMP Diversified Alpha Fund GMP Diversified Alpha Fund 

The Diversified Alpha Master Fund (the “Fund”) ended December up 38 bps (preliminary), net of all fees and expenses. This brings YTD performance to +4.74% 
and inception to date return to +30.05% (preliminary and net of fees).  Fund performance this year was stable and was achieved during a volatile year in the 
capital markets. The focus throughout the year was largely to protect investor’s capital from this global market volatility and to earn a return in the face of 
unstable politics and unstable markets. 

The year in the markets finished in much the same way that it started with two distractions occupying the headlines.  The first was the continued uncertainty in 
Europe and, up until the final moments of the year, the second distraction was the Fiscal Cliff discussion in the U.S.   As we write this on January 2nd, the U.S. 
Congress and Senate have approved the proposal to avoid the Cliff, and the House has ratified the proposal.  The fact that this distraction continued throughout 
the majority of the year is evidence that the U.S. political system needs a major overhaul to return a proper functioning government.  Filibustering, delaying 
and animosity have caused delay after delay in the U.S. government, posing major confidence issues for risk markets worldwide.    

Avoiding the Cliff is really another “kick of the can” on the spending side in the form of a 60 day extension to the sequester.  Therefore, the U.S. government 
can continue to pay its employees and those receiving any kind of federal benefit for the next two months.  Additionally, a tax hike on the wealthiest 1% of the 
population was included, falling shy of Obama’s campaign promise to tax the top 2% of Americans.  A simple summary of the approved proposal would be $620 
Billion in tax hikes over the next decade offset by $15 Billion in spending cuts now.  Prepare for another battle in 60 days (which will likely go down to the wire, 
as the most recent battles have). 

While we normally write a paragraph on economic data received during the month, perhaps it will suffice this month to simply suggest that 2013 will continue 
to be filled with economic uncertainty related to continued overleveraging in the developed world.  Nothing that has been done in 2012, addresses the major 
issues facing most governments.  The majority of actions taken by both Central Banks and Governments have merely pushed the problems into the future.  The 
good news is that there is no impending crisis today.  The bad news is that, it is unlikely that there can be self sustaining growth without a permanent solution 
to these structural imbalances.  Thus we believe, financial markets will continue to be volatile, businesses will hold back on investment and hiring and consum-
ers will feel less confident about their economic futures than they have historically. (Prior to 2008 that is!).   

As we summarize 2012, we reflect on global market performance from a few different angles.  The Dow beat Gold for the first time in nine years.  Gold rallied 
on Monday to finish the year up nearly 7%. The USD fell 0.5%, the Yen -12.8%.  European stocks beat the Dow by a factor of almost 2 times!  US Financials 
gained 26%.   US Treasuries flattened throughout 2012 with the short end yields higher, 10 year yields lower.  VIX moved between 14 and 27, ending December 
at just shy of 19.   Despite a landslide from September, AAPL (which finished up 31%, notwithstanding that it was up over 70% at September’s peak) and se-
lected technology stocks drove Nasdaq to a solid twelve-month return.  The TSX had a weak year, up shy of 3%.  Canadian resource sectors have been pum-
meled for a second straight year by the crash in the U.S. housing market and the uncertainty in China.  Small cap materials companies had a very tough year in 
2012, fuelling a major selloff in the TSX Venture exchange.   

The Fund had a steady month of performance, which capped a year of solid risk adjusted returns.  Positive monthly returns in Credit (primarily ABCP) and Equi-
ties were offset by a slight negative in our Quantitative strategy.  We continued to overweight ABCP, as we have done over the last 18 months and the Fund’s 
equity exposure continued mostly through liquid ETFs and index positions, as we have had for the last three months.  This positioning allows for us to be nimble 
in both trading and hedging the most liquid instruments.   

As we enter January, the Fund continues to be focused on preserving capital and managing monthly volatility for our investors, while earning positive risk ad-
justed returns when the opportunity presents itself.   

 

 

 

 

 

 

 


