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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 January 2013 

GMP Diversified Alpha Fund GMP Diversified Alpha Fund 

The Diversified Alpha Master Fund (the “Fund”) ended January up 119 bps (preliminary), net of all fees and expenses. This brings the inception to date 
return to +31.53% (preliminary and net of fees). Risk markets globally snapped forward during the month of January following the New Year’s eve deal 
that ensured the U.S. did not fall off the Fiscal Cliff. In addition, worries related to the U.S. debt ceiling  and Europe were forgotten during the month. 

January was a positive month for risk assets. The S&P 500 had the best January in over 15 years and brought the broader market to the highest close 
since 2007. The Dow was up almost double the TSX 60 and pushed north towards Dow 14000. As money rotated out of safety and into risk, both 10 
year and 30 year Treasuries lost money as yields backed up to 2% on the 10 year. High Yield (HYG) was up over 1 1/2 % while gold was down small.  
Crude lurched forward over 6% and Natural Gas went the other direction, falling 3%. The Yen continued its tumble while the Euro continued strong, up 
over 2%. This was one of the strongest months on record in terms of Dow performance versus the Nasdaq as the share price decline in Apple (and 
other companies)  led to the Nasdaq being constrained. Earning s growth slowed overall and the debt ceiling discussion was put on the back burner for 

the month. The S&P continued to march towards its all time high of 1560, pushing close to 1500 by 
month’s end. It appeared that the rotation into equities was funded by sales of Money Market 
Funds and cash equivalent assets. Clearly owning short term fixed income assets is providing little 
return. Italian interest rates have fallen 30% in the last 6 months.  Same story with Greece.  If the 
Euro continues to strengthen, clearly European growth will be further challenged in 2013.  

Leadership from a U.S. industry perspective is outlined in the attached chart. Energy and the health 
care sector started 2013 off very strong. Equity mutual fund and ETF inflows were the highest on 
record, beating the previous 2007 record. Historically, this inflow has been late in market moves as 
individual investors have bought recent performance which has been a precursor to shorter term 
market selloffs. From a technical perspective, the equity markets continue above short term mov-
ing averages , although now in overbought territory. A pullback from these levels is anticipated.      

The two economic data points that continue to drive markets forward are housing and employment. The Case-Shiller home price index was up 4.5% 
for the 10-City Composite and up 5.5% for the 20-City composite for the year ended November 2012. Housing prices in the U.S. rose in every city ex-
cept New York. Some of the most beaten up cities (i.e. Phoenix) led with the fastest price increases off the 2008 bottom (+22.8 % for Phoenix on the 
year). Bear in mind, Phoenix took a 50% hair cut from the high water mark in 2006. The U.S. unemployment picture stands firmly in the 7.9% level, 
continuing its slow trend lower over the last 12 months. Through the Fed Survey, probability of a U.S. recession peaked before the Fiscal Cliff settle-
ment at 36% and fell dramatically  to 20% by the last week of the month. Slow job growth continues to be the issue causing the greatest concern both 
in the U.S. and globally. Slower growth in China remains a concern, particularly for Canada and our materials and energy focused economy.    

In the Fund, we moved capital into slightly higher risk assets through the month. We captured equity beta through our index positions, and captured 
correlated upside through our Credit book, primarily through ABCP. ABCP had a strong month of performance within the Fund, with several opportun-
istic trades complimenting the overall northward push of strip prices. We continue to view ABCP as the best risk/return trade that we are invested in.  
Further, our view towards managing risk continued to have us prioritizing liquidity, which drove our trades towards ETFs and Indexes. This is consistent 
with our capital allocation decisions over the course of the last several months.   

While January returns fall within our targeted monthly return range, we are mindful of the overbought equity market environment. As such, we are 
utilizing cheap options to hedge a portion of our exposure. Given the mandate of the Fund, it is a preference to continue to conservatively position 
capital. With the U.S. debt ceiling overhang, coupled with continued weakness in Europe, it is probable that negative volatility will appear again over 
the near term.  

 

 

 

 

 


