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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 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. This communication is for information 
only, and is not to be construed as an invitation to make an investment in GMP Diversified Alpha Fund (the “Fund”) nor does i t 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, policy, directive or order of 
any securities regulatory authority. 

Monthly Market Commentary October 2010 

GMP Diversified Alpha Fund GMP Diversified Alpha Fund 

GMP Diversified Alpha Master Fund (the “Fund”) generated a positive return of 1.99% (final) for the month of October, net of all fees. We con-
tinue to report the performance for the Master Fund on our Monthly Market Commentary.   

Rolling 12 month volatility for the Fund remains low, which is one of the key metrics by which we measure our performance. This measure is 
consistent with our pursuit of the best risk adjusted return experience for our investors, while managing volatility and above all, protecting in-
vested capital. 

October was another strong month across global equity markets, and the Fund benefitted from this strength. The strong rebound in global eq-
uity markets that began in September continued on the back of stronger economic data and the expectation of further Quantitative Easing by 
the Fed (which was delivered largely as expected during the first week of November). This rebound drove returns of 3.8% for the S&P 500 Index 
and 2.71% for the S&P TSX Index. These moves saw the S&P 500 get to within 3% of its April high and saw the S&P TSX Index set a new  high for 
the year. The rebound continued to be underscored by strong breadth that saw the S&P 500 have 77% % of issuers with positive returns on the 
month. Also, the benchmarks saw all 10 Industry sectors deliver positive returns during October. Of note, the issues driving market dynamics 
during the first half of the year (i.e. European sovereign credit issues)  have now changed to U.S. economic data, jobs/unemployment and re-
cently, anticipation of continued Quantitative Easing. With each of these metrics positive in October, the market stayed strong. Separately, the 
Bank of Canada announced that our overnight lending rate would remain at 1.00%. The tone from the Bank on October 19th was cautious, a 
change from previous statements in August and September. Inflation in both the U.S. and Canada remains benign with Core CPI below 1% and 
1.5% respectively. Both economies reported job growth in October with U.S. unemployment now at 9.6% and Canadian unemployment at 7.9%, 
both numbers marginally better than those in September.   

Equity Strategy 

The Equity Strategy generated strong positive returns that outperformed the S&P TSX Index for the month of October. Despite some strong 
gains in individual technology, consumer and industrial holdings, the gains in the Equity book were primarily driven by strong returns in energy 
and materials holdings. The energy sector returns were driven by strong returns in Ithaca Energy, Gasfrac Energy Services, Wild Stream Explora-
tion and Legacy Oil + Gas. Strong performers in the materials sector included Eastern Platinum, Lundin Mining and Intrepid Mines. During the 
month, the Fund increased its exposure to economically sensitive equities with low valuations. 

Credit Strategy 

The Credit Strategy generated strong positive performance in October. The story in credit remains focused on our information and trading ad-
vantage in the restructured Canadian ABCP. Of note, several U.S. money managers have started to trade restructured Canadian ABCP. We have 
been very early to this trade, with over $1.5B of Canadian ABCP traded through Alpha in the last 12 months wherein we have turned a $1 in-
vested in this space into approximately $2.10. We continue to see good value in this space, but do expect that the positive risk-adjusted return 
opportunity will continue to draw additional investors over the coming month. The effective yield on the High Yield index decreased further in 
October and is now at 7.25% whereas we can generate a 9% annualized return from the Canadian ABCP which is a higher quality credit.    

Quantitative Strategy 

The Quantitative Strategy was positive in October; however, we made a decision to reduce our Warrant Arbitrage positions which reduced re-
turns in the month. With equity market  strength hurting warrant implied volatility, we chose to reduce our positions in certain positions. We 
will reallocate to this strategy in the future as conditions and pricing dynamics justify. Overall allocation to our Quant book was reduced slightly 
due to this change.  This decision caused small losses in the Warrant Arbitrage book, against a backdrop of positive performance in our Tactical 
Trading, Volatility and Special Situations books. Overall the Quantitative Strategy was positive for the month. 

Risk Management  

Based on our monthly models, we maintained minimal protection for October. As we approach year end, we will be actively monitoring eco-
nomic and market conditions to determine the optimal time to increase our hedging program. 

 


