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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 November 2012 

GMP Diversified Alpha Fund GMP Diversified Alpha Fund 

The Diversified Alpha Master Fund (the “Fund”) ended November down 36 bps (preliminary), net of all fees and expenses. This brings YTD performance to 

+4.27% and inception to date return to +29.46% (preliminary and net of fees). This month the high yield, equity and commodity markets all exhibited large price 

moves driven largely by the U.S. election and the fiscal cliff debate. Our hedging and asset allocation continued to shelter our investors from this volatility.  

Last month, at this time, we were writing about Hurricane Sandy and the effects on the U.S. eastern seaboard. It is too early to calculate the economic devasta-

tion that was caused; however, estimates through the month of November crept north of $50 billion, with some people predicting that number could get to 

$100 billion. At the beginning of the month, the market shook off the Sandy story to refocus on the Fiscal Cliff debate, which was the immediate priority for the 

U.S., following the successful reelection of President Obama. The politics of the situation led the markets on a wild ride during the first two weeks of November. 

During this volatility, the most stable asset was once again U.S. Treasuries.  That said, earning return in either Treasuries or the more volatile risk assets re-

mained elusive during the month, as it has been of late. 

As the debate continues about how to address the fiscal shortfall in the U.S., the clear outcome is that the “rich” will be paying more in taxes. Both sides of the 

aisle continue to lobby with one element of common ground being that low to middle income families should not see increased taxes.  Given the magnitude of 

the fiscal problem, every source of revenue and spending cuts are being examined including entitlements, to try to gather enough money to find a solution. As 

each political party continues to criticize the other’s position, the markets respond with volatility. We should expect more of that through December, although 

one does have to assume that getting a deal done is likely. Before we bet on that as a “sure thing”, we are reminded of the market quagmire of July and August 

of 2011 when a deal was supposed to have been completed in the first place. We will remain cautiously optimistic and hedged. 

From over 5% down at mid-month, the S&P 500 rallied back to flat by month end. Credit and high yield bonds were also volatile through the month. The percent 

of stocks above the 50 day and 200 day averages bounced back by month-end from very oversold levels mid-month. The VIX also turned back below its 50-day 

average and remains low. The Fed’s regional surveys illustrated a mixed picture in November, with the Beige Book softer than the previous report. This soften-

ing is likely a knee-jerk reaction to the short term slow downs caused by outages from Hurricane Sandy. U.S. PMI continues in the sub-50 level, although still 

strong when compared with European readings in the mid 40s for France and Germany. EU PMI was up in November to 46.2 (up over 1.0 versus October).  UK 

manufacturing was higher on the month, although still below 50, like the U.S.  The month over month growth in the UK was nearly 2 points and was stronger 

than expected. As we write the Fund’s November commentary, Spain has just made a formal request to the EU Bank for bailout funds, with disbursements tar-

geted to be around December 12th.   

Canadian GDP growth has slowed down. On the back of that slowing, the TSX was volatile through the month, rallying back to almost unchanged on the back of 

strong bank and non-bank financials performance. China’s PMI moved into expansion territory for the first time in 13 months in November, rising to 50.5 from 

49.5 in October. Easing measures in China should continue to have a positive influence, with Chinese GDP forecasts of 8% growth. While this is positive for the 

TSX, the offset is that Canadian PMI looks to have softened during the month. RBC’s PMI index fell to the lowest level in 26 months of data collection. New or-

ders were broadly unchanged from October. The rate of job creation in Canada is now at a seven month low. The TSX is attempting to synthesize an unstable 

Chinese economy with a slow growth U.S. against a stubbornly slowing Canadian economy. 

The Fund had an active month hedging risk. Our equity book was mostly comprised of ETFs and indexes, with our view that liquidity and “ease of hedging” are-

the most important factors for equity participation. Single stock “alpha” has been very challenging year to date, so our view remains to avoid exposing our in-

vestors to the volatility of single name stock selection. As evidence of short term volatility, we did take negative marks on two positions within the Fund this 

month. One private equity materials name, and the other in a loan in our Credit book for a publishing company. These two negative marks accounted for the 

majority of the small negative performance of the Fund. Otherwise, the Fund’s performance would have been flat. We left our asset allocation focus on credit 

and, as we commented last month, we have also increased the diversification in the Fund by increasing our positions in gold, oil and U.S. Treasuries. We contin-

ued to profit in the Fund from the Canadian ABCP.  

Overall, we continue to be defensively positioned. We anticipate continued volatility through December as the debate around the fiscal cliff will continue up 

until year-end.  

 

 

 

 


