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09:30-11:00 | 2sETF% & yxin AABRERFTRERGF AP
MAE slanEE
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09:00-09:30

Registration

09:30-11:00

Asset Allocation Introduction

-Modern portfolio theory & portfolio optimization
-Managing asset class selection & risk

-Asset allocation for institutional investors

‘Today’s practical challenges for some of the asset
classes

Objective: provide 1) an understanding of the
characteristics of traditional asset classes and how
they work in combination; 2) discuss current market
practices among institutional investors; and, 3)
review today’s capital market environment and how
that might influence the future behavior of asset
classes

The Practice of Strategic Asset Allocation
-The process of asset allocation

-Further details on asset class drivers, investment
risk and navigating the markets

-Asset allocation to alternative assets

Objective: provide a practitioner’s view point on 1)
how to determine a strategic allocation to meet a

AllianceBernstein Global

Mr. Martin Atkin,

Managing Director—Multi-Asset
Solutions Group; Investment
Director—Dynamic Asset Allocation;
and National Managing Director

AllianceBernstein Global

Mr. Alexander Barenboym,
Portfolio Manager—Dynamic Asset
Allocation
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desired objective (defining an objective; trade-offs of
risk and return); 2) the characteristics of asset
classes that make them desirable
(consistency/reliability); and 3) the role of alternative
assets within a strategic allocation (strategic vs.
opportunistic; uncorrelated returns)

Q&A
11:00-11:20 | Tea Break

11:20-12:30 | Implementation
-Tactical asset allocation

-Capital preservation strategies
-Process for making dynamic decisions

Objective: provide a practitioner’s view point on 1)
the key considerations in a tactical program (scaling,
the role of fundamental & quantitative analysis in
decision-making); 2) what can be done to limit
drawdown risk (volatility control; diversification);
and 3) governance issues (frequency of review and
allocation changes)

Looking Ahead
‘What looks interesting in 2018 for clients
Q&A

12:30-14:00 | Lunch Break

14:00-15:20 | Risk Management AllianceBernstein Global
-Introduction Mr. Peter Eliot,
-The Risk Framework Senior Vice President — Co-Head
-Market Risk Focus Multi-Asset Infrastructure
-Credit and Counterparty Risk Focus AllianceBernstein LP

15:20-15:40 | Tea Break

Risk Management
-Operational Risk Focus

: : -Operational risk failures in Asset Managers — the
15:40-17:00 | 2110ut from Lehman

-Examples of Other Risk Types
Q&A

% = X : Hedge Fund

09:00-09:30 | Registration

09:30-11:00 | Overview of HF — Tim Wong Man Group
. What is HF Tim Wong,
Chairman of Man AHL and Man

. Why investing in HF
. What are the different HF styles, Discretionary vs
Quant

. How to choose HF
Case studies : CTA and Equity Long/Short (0.5hr) —

Group Asia
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Adrian Chang
. Intro to both styles
. CTA — Portfolio diversifier, Momentum Strategy

11:00-11:20 Tea Break
11:20-12:30 Case studies : CTA and Equity Long/Short (0.5hr) — | Man Group
Adrian Chang Adrian Chang,
. Equity Long/Short - Factor investing, Statistical Quantitative Portfolio Manager of
Arbitrage Man AHL
Q&A
Hedge Fund selection exercise (1hr) — Adrian Chang
(facilitator)
Participants are given some descriptions of a few
hedge funds and will select the good ones/reject the
bad ones. Explanation and discussion at the end.
12:30-14:00 | Lunch Break
14:00-15:20 | An intro to Machine Learning — Tim Wong Man Group
. History and what is machine learning T'm Wong,
Application in Fi Chairman of Man AHL and Man
. Application in Finance Group Asia
Q&A
15:20-15:40 | Tea Break
B, L ‘—f:' g,iﬁ, 'iﬂ’/’t"" > >
15:40-17-00 | EHE &R R A KH BiEY 7= f_r-j?r‘séfm
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Manager A:

Manager A is a multi-strategy hedge fund manager specialising in a number of areas. The core
portfolio managers have worked together for 15 years, firstly at an investment bank and for the past six
years at Manager A. The manager is supported by a team of 8 experienced portfolio managers, each
of whom trade a different hedge fund strategy with relative autonomy.

The manager has a robust business set-up, employing over 50 people across a number of functions,
and currently runs around $8bn of assets. The Business Risk Group has reported no material
concerns over the structure of the business; the firm uses top-tier independent counterparties for all
business functions and has never been the subject of a legal or regulatory investigation.

Manager A has delivered returns of 17% per annum over the past six years, with an annualised volatility
of returns of 10%. The returns have been achieved with a beta of 0.2 to the equity market. However,
in recent months the volatility of returns has increased substantially with monthly returns of +10%, -10%,
+6% and +4% all appearing in the last six months.

The manager does have an independent internal risk management team, but there are no limits on how
much capital or risk each of the portfolio managers may run. In particular, individual portfolio
managers can be responsible for a high percentage of the profit or loss on any given month.
Furthermore, each individual portfolio manager can run at very high levels of leverage, but leverage for
the fund as a whole is capped at a moderate level for managers of this type. Transparency is

generally poor, particularly on which portfolio managers are running what portion of the total risk.

Manager B:

Manager B is a relatively new launch of an Equity Long-Short strategy. The manager has 15 years
experience working for a number of other hedge funds, and launched the Manager B fund around 18
months ago. In this time he has built a small but experienced team of five analysts around him. He
relies on a hedge fund platform provider for all of the other operational functions, which includes a risk
management function. He currently runs $100m in the fund, but is expecting further growth.

Over the short track record, the manager’s returns have been solid if unspectacular. He has returned
around 8% per annum, with a volatility of around 5% per annum, and a beta of 0.1 to the equity market.
There are some concerns that the manager struggled to make money in December 2013 and January
2014 when other Equity Long-Short funds were doing well. The manager runs at around 170% gross
leverage. The manager’s core edge is the experience of the main portfolio manager and the team he
has built around him. All references suggest that he is an excellent investor, although the track record
at the current fund is too short to draw such a conclusion here.

The Business Risk Group has no immediate concerns and has worked with the platform provider in the
past. They note that there were previous concerns over the return of capital from another fund on the
same platform, but have concluded that this was the fault of the fund and not the platform provider.
They also note that the manager charges a higher than usual amount of expenses to the fund, and has
slightly weaker terms in place with their prime brokers than for other funds of this type. The manager
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is very transparent and will allow investors and potential investors to see their full portfolio on request at
any time. The manager’s portfolio is very liquid and can be liquidated inside two days at no market

impact.

Manager C:

Manager C is an Event Driven specialist, focusing on taking concentrated positions in companies that
they believe are targets for M&A activity. The manager operates exclusively in Spain and Portugal, a
region which they feel is under-researched and gives them a material edge in identifying takeover
targets. The manager has two main portfolio managers, both of whom are Spanish nationals and
have worked together in investment banking in Spain for the past 18 years.

The fund launched 12 months ago and has already raised $400m from friends and family, and from
some smaller institutional investors. The manager is looking to close the fund to new subscriptions
soon and as such is less transparent than one would like, but the manager will disclose historical
positions after the trades have been exited. Leverage is moderate at 150%. Positions can be
concentrated, but are very liquid.

The fund performance over the 12 months has been spectacular, delivering 31% to investors with
relatively low volatility. The manager’s edge is the extent of their contacts in the Spanish corporate
sector. They have many friends in CEO roles in Spain and Portugal and also have contacts within the
Spanish parliament.

The Business Risk Group noted that the compliance function at Manager C was relatively weak, with a
junior employee in charge of monitoring investment activities. In their defence, the fund has never

been investigated by any regulatory body. Other operational functions are satisfactory.

Manager D:

Manager D runs a Relative Value strategy. The manager is a very experienced investor with over 30
years’ experience in financial markets. This is very much a one-man shop and the portfolio manager
has been successfully running the fund for the past 14 years. There is a slight concern that the
portfolio manager may retire soon. The fund runs $25bn, making it one of the largest hedge funds in
the world. They run money for many well known endowments and wealthy individuals.

The track record has been very impressive, particularly given its length and the range of different
markets in which the fund has operated. The fund has generated a return of 11% per annum with a
volatility of just 5% per annum, delivering a beta of 0.1.

Our analyst has some concerns that it is difficult to reconcile the returns achieved by the fund to the
strategy that the manager is implementing. In particular, it is difficult to get full transparency over the
process, although this is not uncommon in some of the more complicated relative value strategies. The
manager has informed us that despite the large fund size, the portfolio is sufficiently diversified that
they can liquidate the positions in a few days. Indeed, the manager has not reported poor
performance in any of the recent stressed market environments.

The Business Risk Group notes that while the fund meets a nhumber of high standards in many areas,
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they do use an administrator that is affiliated with the fund, which suggests that the fund’s net asset
value is not independently verified. However, all historical subscriptions and redemptions from the

fund have been processed and paid in full, with no suggestion of improper behaviour.

Manager E:

Manager E is a Quantitative Equity specialist. The manager has previously closed their flagship fund
at $1bn of assets, but due to a client redemption has offered FRM $100m of capacity in this fund.

The strategy uses sophisticated computer models to predict short term discrepancies in the price of
equity securities, and trades a portfolio of thousands of securities daily.

The fund was founded five years ago by a group of computer science graduates, and continues to hire
computer science and applied mathematics graduates from the world’s top universities. The
manager’s edge is their proprietary mathematical understanding of equity market behaviour. The
manager has achieved an annualised return of 10% with an annualised volatility of 6% and a beta to
equities of 0.1 over the past 5 years.

Given the high turnover of the strategy, position level transparency is of limited use, but the manager is
willing to offer this with a 3m lag if it is something that we require.  The strategy uses 400% leverage,
but this is average for strategies of this type. Given the highly diversified portfolio, the strategy is very
liquid and can be sold quickly.

There are potential future issues with respect to regulation. Our Business Risk Group is happy that
the fund trades sufficiently slowly as to not be deemed a ‘high frequency trader’, but there are concerns
that a financial transaction tax in Europe would substantially reduce the efficacy of the strategy. The
Business Risk Group also noted that the strategy is very complex, but they have identified no material

concerns.

Manager F:

Manager F is an Equity Long-Short fund. The manager has been running the fund for 10 years, prior
to which he was an analyst at an asset management company running traditional equity mandates for
UK pension funds. The fund has $120m of assets from a mix of smaller investors. The manager runs
a simple portfolio of around 20 long positions and 20 short positions, and usually holds positions for
around six months.

The manager has delivered 6% per annum over the past ten years, with an annualised volatility of 9%
per annum, and a beta of 0.3 to the equity market. The strategy is very straightforward, and the
manager is happy to deliver position level transparency at any time. The manager generally holds
positions that are similar to other managers in which we currently invest, which allows for a detailed
discussion of individual names in the portfolio and as such the MR analyst is very comfortable with the
manager’s process. The manager’s mantra is to be low risk and not deviate from the crowd.

The Business Risk Group has no concerns over this manager; all of the counterparty relationships are
of a high standard. All of the investment management responsibilities sit with the portfolio manager,

and there are no junior investment personnel, but this should not be a concern from an operational
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perspective.

Manager G:

Manager G is an Arbitrage specialist in Fixed Income markets (government bonds). The core team of
four all worked together in investment banking for 20 years before starting the fund four years ago.
Two of the portfolio managers have been awarded the Nobel Prize for economics and the team is
generally considered to be amongst the most advanced operators in this strategy.

The fund has delivered 28% per annum over the past four years, with volatility of 13% and zero beta to
equity markets. The fund is now running $4.7bn. The strategy focuses on identifying small
inefficiencies between similar securities in the government bond and government bond derivatives
markets, and taking a sizeable arbitrage position around the trade. As the inefficiencies are generally
very small, the manager uses considerable leverage to achieve their fund returns, up to 5000%
leverage at any one time. These numbers are very high, but not uncommon in fixed income arbitrage
strategies.

The business set-up is very good, with an independent risk management team overseeing the
investment process.  The Business Risk Group has no material concerns over this manager. The
manager will offer good transparency to investors, but the strategy is sufficiently complex as to make it
difficult to see the rationale behind every trade.

The MR analyst has some concerns that while the fund has generated good returns in the past, the
fund returns have diminished in recent years while the level of leverage used has increased. Many
commentators note that Fixed Income Arbitrage investors may have to settle for much lower levels of

return in the future.

Manager H:

Manager H is a Global Macro manager focusing on Emerging Markets, particularly FX and the impact
of commodity prices on equity prices. The manager has been running the fund for eight years, and
has recently reopened the fund to new investors in order to grow from $1.5bn to $2.5bn. Before
running the fund, the portfolio manager and his team worked together for seven years at a commodity
trading business.

The manager has a good network of company contacts from which they harvest data on commodity
and FX pricing. All of these contacts are providing publically available information; the manager’s
edge is in their ability to collect and process the data more quickly and efficiently than other market
participants.

The manager has returned 11% per annum over the eight years, with an annualised volatility of 12%.
The manager can suffer relatively large single month losses on periods of Emerging Markets turmoil,
with months of -7%, -8% and -9% in their eight year history. ~ However, a passive exposure to
Emerging Markets over the same period has delivered 3% per annum, with a volatility of 20% per
annum.

The Business Risk Group has noted that some of the assets in the portfolio are difficult to price daily
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due to a lack of market information, but that these assets generally account for <5% of the total portfolio
and that the manager has taken steps to ensure independent pricing is sourced wherever possible.
The assets in the portfolio are slightly less liquid than other hedge fund strategies, and the manager

may take up to one month to sell all of the assets without market impact.
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