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1. Introduction 
This report focuses on the investment activities of 
Central Park Global Balanced Fund during the quarter 
ended 31 March 2010. It should be read in conjunction 
with the monthly Fund Summaries and Maestro’s 
investment letter Intermezzo, which is sent to 
shareholders and can be accessed on Maestro’s website 
at www.maestroinvestment.co.za. I refer you to the 
Market Commentary document published in February. 
The views expressed in it are still valid and I encourage 
you to read this Report in conjunction with that 
document. You can obtain a copy by contacting the 
writer at andre@maestroinvestment.co.za. I will not 
spend too much time on the market movements, as these 
will be covered in the next Market Commentary to be 
published in July. However, Appendix A provides a 
summary of the market activity during the March quarter. 
 
The Fund is managed, at least conceptually, in two parts. 
The core component is home to the Fund’s long-term 
investments, including its direct equity, bond and 
alternative investments. The satellite component is used 
to take short-term views on the market and is the area in 
which hedging activity is implemented. The reason for 
running the portfolio in this fashion is to capitalise on the 
short-term volatility expected to characterise global 
investment markets for the foreseeable future. The Fund 
is, conceptually at least, split 80:20 in favour of the core 
component. At the end of March 2010 the core 
component represented 83.1% of the Fund from 83.5% in 
December; the satellite component represented 16.9%. 
 

Chart 1: Asset allocation at 31 March 2010 

 

 
2. The investment position of the Fund 

Chart 1 depicts the Fund’s asset allocation at 31 March 
2010. We have been consciously increasing the Fund’s 
equity exposure in the past few quarters; equity exposure 
in the core and satellite components rose from 39.2% in 
September to 46.8% in December and 53.0% of the Fund 
in March.  
 

Cash represented 12.7% (19.2% in December) at the end 
of March while bonds and alternative investments, 
including the private equity investment in the Porton 
Fund, comprised 19.0% (18.7%) and 15.3% (15.4%) 
respectively. The Fund’s net asset value at the end of 
March was $13.5m versus $13.9m in December. 
 
Chart 2 depicts the Fund’s currency allocation. Dollar 
exposure declined from 63.3% in December to 60.7% in 
March. The rand exposure arising from the South African 
equity market investment is included in the dollar 
exposure due to the fact that it is hedged against the 
dollar. The bulk of the Fund’s sterling exposure has been 
hedged back into dollars. 
 

Chart 2: Currency allocation at 31 March 2010 

 
 
3. The largest equity holdings 

The Fund’s largest holdings at 31 March 2010, expressed 
as a percentage of the total Fund, are listed below.  

 

TriAlpha Global Bond Fund    14.0% 
Maestro Equity Fund    11.0% 
Porton Capital Tech Fund Series A     5.7% 
BHP Billiton plc       3.5% 
Odyssey Alternative Strategies Fund     3.3% 
Aurum Atlas Fund       3.2% 
Bristol International Fund      3.1% 
iShares FTSE Xinhua 25 Fund        3.0% 
SAB Miller plc                     2.6% 
Rolls Royce plc        2.3% 
Total                    51.7% 

 
This quarter we have brought about a small change in the 
graphic representation of the Fund’s largest direct 
investments. We continue to exclude any mutual fund 
investments (the only one being the Maestro Equity 
Fund) but have included the Exchange Traded Funds 
(ETF) investments, two of which now appear in the 
largest direct investments. These are listed in Chart 3 and 
are expressed as a percentage of the Fund’s core equity 
component.  
 
At quarter-end there were 32 direct equity holdings in the 
portfolio, four more than at the end of December. The 
core equity portfolio represented 40.0% of the Fund 
versus 36.3% in December. The Fund’s satellite 
component held another 2.0% equity exposure.  
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Chart 3: Largest equity holdings at 31 March 2010 

  
4. Recent activity on the portfolio 

The Fund’s investment objective is to achieve long-term 
growth through the assumption of moderate risk. It is 
against this objective that the activity and performance of 
the Fund should be assessed. The Fund measures itself 
against a benchmark of a 40% equity weighting (using 
the MSCI World index as proxy for global equity 
markets) and a 20% weighting each to bonds (Barclays 
Aggregate US Bond index), alternative investments 
(Credit Suisse Tremont Hedge index) and cash (3-month 
US Treasury Bills). This benchmark has, over time, 
delivered better returns than the average fund in Lipper’s 
global mixed asset (balanced fund) sector survey. The 
benchmark is thus a demanding one; this should be borne 
in mind when evaluating Central Park’s performance. 
 
The Fund’s investment portfolio is kept stable over time; 
there is little portfolio turnover to speak of. Short-term 
trading constitutes only a small portion of the activity at 
any given point in time. Investments in the core portfolio 
are made with a view to them increasing substantially in 
value over time. In the case of equity investments 
specific attention is devoted to companies with a 
propensity to increase their dividends.  
 
In line with the intention of increasing the Fund’s equity 
exposure during the quarter new investments in Adidas, 
Toyota, Tullow Oil, VW Prefs and Xstrata were 
introduced into the Fund. The existing holdings in Deere, 
Standard Chartered and Syngenta were increased; all 
these purchases were made in early February.  
 

5. The performance of the Fund 
Chart 4 depicts the quarterly returns of the Fund and the 
relevant benchmarks. The un-annualised return of the 
Fund during the March quarter was -0.9% compared to 
the benchmark return of 2.1%. The quarterly return of the 
Lipper Global Mixed Asset sector (shown in the charts as 
“Sector average”) was 0.5%. Two features detracted 
from the Fund’s performance during the quarter. Firstly 
and an issue which we have mentioned in the past, was 
the relatively light equity exposure of the Fund, which 

has now been rectified. The Fund began the quarter with 
equity exposure of 46.8% but this excluded a large equity 
hedge that was in place. The hedge remains in place but 
the equity exposure is now 53.0% relative to the 40% 
benchmark weighting.  Secondly, the Fund had a large 
exposure to the euro, which declined sharply (5.7%) 
during the quarter and which detracted from the Fund’s 
returns. Apart from the 12.0% of physical exposure 
(through cash and equities) 7.7% of the Fund’s dollar 
exposure had been hedged into euros on the expectation 
of further dollar weakness. However, the events in 
Europe and the decline in the euro were more dramatic 
than we expected and the euro exposure consequently 
cost the Fund 1.1%. The euro hedge has been closed 
subsequent to quarter end.  
 
The bond component, the bulk of which comprises the 
TriAlpha International Bond Fund, rose 0.6% versus the 
1.6% rise in the Barclays Capital (Barcap) Aggregate US 
Bond index. The alternative investment component rose 
3.1% versus the 3.1% rise in the Credit Suisse Tremont 
Hedge index. This return includes the Porton Fund 
investment. The quarterly returns of the alternative funds 
in which Central park is invested are reflected below.  
 

Aurum Atlas Fund           -2.5% 
Bristol International Fund          8.6% 
Odyssey Alternative Strategies Fund         2.7% 

 

Chart 4: Quarterly returns to 31 March 2010 

 
 

The quarterly return of the core equity portfolio was 
3.3% versus the 2.7% gain in the MSCI World index. 
This quarterly return excludes the effect of the hedging 
activities and excludes the returns of the Maestro Equity 
Fund investment. Equity markets were characterised by a 
sharp sell-off between the mid-January and the first week 
of February, after which they rose dramatically (about 
10%) as though all the world’s problems had been 
resolved. This strength continued into April but at the 
time of writing has been checked by a realization of how 
deep Europe’s problems are and the effect this will have 
on the global economy. 
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The Fund’s worst equity performer during the quarter 
was National Bank of Greece, which declined 17.2%. 
Alpha Bank fell 15.5%; these banks together constitute 
only 1.3% of the total Fund. Raiffeisen International fell 
10.9%, Google 8.5%, Petrobras 6.7% and Roche 2.7%. 
In stark contrast Investec rose 26.9%, Rolls-Royce 
23.2%, Erste Bank 19.2%, Richemont 17.6% and 
Standard Chartered 14.1%. Note how different the 
returns of the banks were – there were candidates in both 
the top gainers and losers, which goes to show how 
unusual the current environment is.  
 
The Maestro Equity Fund represents the Fund’s 
exposure to the South African equity market. It produced 
a return of 2.6% in rand terms versus the JSE All Share 
index rand return of 4.5%. The rand exposure created by 
this investment is hedged into dollars; the Fund’s dollar 
return is thus the same as the rand return. It is worth 
highlighting, as we have done on many occasions in the 
past, that the Fund’s SA equity market exposure has been 
a net contributor to the returns. The SA equity market has 
held up very well and continues to add to the Fund’s 
return; its contribution would have been even larger had 
we not hedged out the rand exposure. 
 
The equity and currency hedges, excluding the returns 
from hedging the Fund’s rand exposure, reduced the 
Fund’s return by 1.8% during the quarter, the bulk of 
which came from losses on the euro. The Fund’s March 
quarterly return would have been 0.9% versus its -0.9% 
had it not been for the hedge.  
 

Chart 5: Annual returns to 31 March 2010 

 
 

The Fund’s annual returns are shown in Chart 5. The 
return of Central Park for the year to 31 March was 
12.4% versus the benchmark return of 25.0% and the 
Lipper Global Mixed Asset sector average of 30.6%. In 
the September Quarterly Report we spent time discussing 
the Fund’s relative performance; I refer you to that 
document and will not repeat those comments here. One 
of the reasons for the underperformance was the Fund’s 
light equity weighting, at least relative to the benchmark 
weighting of 40%. As you would have seen from the 
comments above we are in the process of rectifying that 

by gradually increasing the equity exposure. We don’t, 
however, want to commit more money to the market at or 
close to its peak, so we are proceeding carefully. The 
returns of the average sector fund need to be seen in the 
context of the bounce that equity markets experienced in 
the past year – recall that global equity markets troughed 
in March 2009 so the base off which these returns are 
being measured is extremely low and very unusual. This 
will become more apparent when we consider the three-
year returns in a short while, below.  
 
The return of the bond component was 8.1% versus the 
Barcap Aggregate US Bond index return of 7.7%. The 
TriAlpha International Bond Fund’s annual return for the 
year to March was 9.6%.  
 
The alternative investment component rose 21.5% 
during the year versus the 21.2% rise in the Credit Suisse 
Tremont Hedge index. When one considers the trashing 
that hedge funds have endured in the media and the 
blame for the credit crisis that has been heaped on them, 
the return in excess of 20.0% is a commendable 
achievement, at least in our opinion. The annual returns 
of the funds in which Central Park was invested for the 
full period are as follows:  
 

Bristol International Fund       64.4% 
Odyssey Alternative Strategies Fund      21.9%  

 
The annual return of the core equity portfolio was 
74.8%. The MSCI World index rose 51.4% during the 
year. In the past year no equity investment declined in 
value. The top equity performers included Erste Bank, 
which rose 146.8%, Wienerberger 142.4%, Richemont 
129.6%, Caterpillar 124.8%, Arcelor Mittal 112.7%, 
FedEx 109.9% and Rolls Royce 102.6%. You will 
appreciate from the size of these gains that the base in 
March 2009 was very low. Clearly, these gains are 
unsustainable and shouldn’t be regarded as normal.  
 
The SA equity component, represented by the Maestro 
Equity Fund, rose 34.3% in rand (and dollar) terms 
versus the 44.1% increase in the JSE All Share index. 
The Maestro Equity Fund Quarterly Report can be 
viewed on Maestro’s website by clicking here.  
 
Excluding the hedging of the rand exposure the equity 
and currency hedge cost the Fund 8.3% during the year 
to 31 March and represents most of the Fund’s under-
performance relative to its peers and benchmark. What is 
not represented in this number is the fact that the hedge 
provided “downside protection” and reduced the Fund’s 
risk profile substantially, even though, as it turned out, 
this protection was not required.   
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Chart 6: CAR – 3-year period to 31 March 2010 

 
 

The Fund’s compound annual returns (CAR) for the 3-
year period to 31 March are listed in Chart 6. Before 
looking at the returns, note how meagre the returns are in 
absolute terms and also how volatile the different asset 
classes have been – some are negative and some are 
positive, despite the fact that the returns cover a three-
year period. The CAR of Central Park during this 
period was -0.4% versus the benchmark return of 0.1%. 
The Lipper Global Mixed Asset sector average return 
was -8.6%, which is much lower than the Fund’s return 
and indicative of how difficult – and unprofitable – this 
period has been on global investment markets.  
 
The return of the bond component was 7.3%, not far off 
the 7.6% return of the Barclays Capital US Aggregate 
Bond index. The CAR of the alternative investment 
component was -4.1% versus the 2.5% rise in the Credit 
Suisse Tremont Hedge index. The CAR of the funds in 
which Central Park was invested for the full period are 
listed below. What are not shown are those funds which 
are in the process of being wound down (the HFCM 
Fixed Income Plus Fund) and those which have already 
closed (the European Masters Fund, Aurum India Fund 
and Aurum Asia Pacific Fund). 
 

Bristol International Fund         3.6% 
Odyssey Alternative Strategies Fund       -0.4%  

 
The CAR of the core equity portfolio was -6.6% versus 
the -7.5% MSCI World index return. The SA equity 
component, represented by the Maestro Equity Fund, 
gained 2.6% in rand terms versus the 4.6% rand return 
of the JSE All Share index. The Maestro Equity Fund has 
contributed positively to the Fund’s total return over the 
period and vindicates the commitment to this region 
since inception.  
 

Chart 7: CAR – 5-year period to 31 March 2010 

    

The Fund’s compound annual returns (CAR) for the 5-
year period to 31 March are listed in Chart 7. The CAR 
of Central Park during this period was 1.8% versus the 
benchmark return of 3.7% and the Lipper Global Mixed 
Asset sector average return of 11.6%. Bear in mind that 
this period covers volatile markets; the returns are 
subject to large swings. For example, although the three-
year sector average return to March is -8.6% the five-
year return i.e. when only two years of returns are added 
to the beginning of the period, is 11.6%. Another 
indication of the volatility of returns can be gleaned from 
the fact that the five-year compound return of the sector 
average to end-February 2010 i.e. moving the five-year 
period only one month backwards, was 5.7% i.e. a 
difference of 5.9% per annum. This shows how much the 
return can change; its volatility owes much to the 
volatility of the underlying markets during the period.  
 
The return of the bond component was 5.5%, slightly 
better than the 5.0% return of the Barcap US Aggregate 
Bond index.  
 
The CAR of the alternative investment component was 
2.1% versus the 6.2% rise in the Credit Suisse Tremont 
Hedge index. The 5-year CAR of the funds in which 
Central Park was invested for the full period and which 
are not in the process of winding down, are as follows: 
 

Bristol International Fund        8.6% 
Odyssey Alternative Strategies Fund       4.6%  

 
The CAR of the equity portion of the core portfolio was 
4.3% versus the 0.8% return of the MSCI World index. 
The SA equity component, represented by the Maestro 
Equity Fund, gained 16.1% in rand terms versus the 
19.9% rand return of the JSE All Share index. In the first 
two or so years Central Park’s rand exposure was not 
covered by any hedge, so the dollar returns were lower 
than those shown in the Chart. 
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6. Closing remarks  
At the time of writing, it is fair to say that the world’s 
equity markets are developing much like we had 
expected. If anything they are a bit stronger than we 
thought they would be, but we still hold the view that 
they might weaken in the second half of this year as the 
effects of massive government stimulus begin to wear 
off. With respect to the SA equity market, we expect the 
rand to remain strong and are relatively comfortable with 
the market’s current level of valuation. Prices are not 
excessive although they also do not represent screaming 
value.  
 
We are still of the humble opinion that a conservative 
approach to equity markets is required. Although we 
understand why they are firm – to a large extent a 
function of few alternatives, given that global interest 
rates are expected to remain at record lows for many 
more months – that doesn’t mean the markets are correct 
in their assessment of future conditions. There is still a 
lot of risk around, although so far this year markets have 
already weathered their fair share of headwinds, not least 
of which has been the problems related to sovereign risk 
in general and Greece in particular. We think, though, 
that this is only the start of many similar sovereign risk-
related problems.  
 
We will continue to keep you informed about 
developments on the Fund by means of the monthly Fund 
Summaries and will continue to use Intermezzo as an 
important means of sharing our views on developing 
stories and topics we think could play a major influence 
on the global investment environment.  
 
Please feel free at any stage to contact either myself 
(andre@maestroinvestment.co.za) or Mark Heerden 
(mark@maestroinvesetment.co.za) about the Fund. We 
remain at your disposal at all times.   
 
 
 
 
Andre Joubert 
Maestro Investment Management 
Investment Advisor to Central Park Global Balanced 
Fund 
 
18 May 2010 

  



 

Appendix A  
 
A summary of market behaviour – March 2010 
We will deal in detail with the market movements during 
the March quarter in our next Market Commentary, 
which will be published in July. However, in order to 
make the Quarterly Report more meaningful and to place 
the returns in perspective, we provide, below, a summary 
of the salient features of investment markets during the 
March quarter.  
 
Global investment markets 
Global equity markets began the year in festive mood, 
but it didn’t last long. Awareness of the heady pace of 
equity market gains since March 2009 and concerns 
about rising sovereign risk, encapsulated in Greece’s 
problems, brought an element of reality into the markets. 
They headed lower into February but then turned around 
mid-month to begin a slow but very steady climb that 
persisted through the remainder of the quarter. Chart 1, 
which depicts the movement of the US market (S&P 
500), illustrates the recent trend in global equity markets.  
 

Chart 1: US Equities: up, down, then up, up and away 
 

 
Source: Saxo Bank 

 

Although equity markets rose during the quarter (the 
MSCI World index gained 2.7%) Asian markets lagged 
the rising trend; China fell 0.5% and India rose only 
0.4%. Chart 2 depicts the movements of selected markets 
during the quarter and year to end-March.  
 
Global bond markets didn’t fare too well; the Barclays 
Capital US Aggregate bond index rose only 1.6%, and 
the interest rates in most developed markets are now so 
low that you can virtually ignore any cash returns. The 
huge increase in government debt led to concern about 
the future supply of bonds, which, together with the 
uncertainty about governments’ ability to honour the debt 
i.e. their sovereign risk, pressurized bond prices 
throughout the quarter.  

Chart 2: Global returns for periods to 31 March 2010 

 
 

Concerns about sovereign risk helped support the dollar, 
particularly against the euro (Greece and the Eurozone’s 
problems have been well documented) and sterling (the 
UK’s economy is fraught with problems). The dollar was 
strong but emerging currencies were even stronger. In 
general their balance sheets are in much better shape, 
their interest rates are higher and likely to rise before 
those in developed markets and their economies are still 
growing, all of which led to emerging currency strength.    
 

Chart 3: Euro dollar: giving up most of 2009’s gains 
 

 
Source: Saxo Bank 

 

Despite the firmer dollar, commodity prices were lifted 
by a sense that the worst of the global economic crisis is 
past and ongoing growth in commodity-intensive 
emerging markets. Gold rose only 1.0% during the 
quarter but the oil price gained 6.1% and most other 
commodity prices and indices registered gains. Platinum 
rose 12.6% and palladium 21.9%. 
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The South African investment markets 
The SA equity market followed global markets closely. 
Despite it being an emerging market (remember that 
most of them underperformed developed markets during 
the quarter) the SA market performed well, posting 
stronger gains than most other markets. Chart 4 depicts 
the quarterly and annual returns for the period to end-
March. Not shown are the quarterly returns of the mid 
and small cap indices, which rose 8.7% and 5.5% 
respectively. The rand took a bit of strain in January and 
February but more than made up the gains in March, 
rising 0.3% during the quarter. It is perhaps telling that 
despite all that was thrown at it, from Julius Malema’s 
unintelligible diatribe to the murder of AWB leader 
Eugene Terre’blanche, from mixed economic data to yet 
another cut in interest rates, the rand held its ground. Its 
strength underlines our long-held view that the rand is 
viewed largely as “just another emerging market 
currency” as opposed to it being a pariah currency, say 
twenty years ago, and that its trajectory is determined 
more by global economic events and circumstances than 
internal economic and political ones.  
 

Chart 4: Local returns for periods to 31 March 2010 

 
 

After a flat month in January, February and March saw 
the All bond index rise more than 2% in each month, 
resulting in a respectable 4.4% return for the quarter. 
Cash produced a quarterly return of 1.8% and interest 
rates were cut by 0.5% to 6.5% in March.  
 
A final comment we would make and that relates to the 
global and local returns is that the base off which the 
annual returns are being measured needs to be 
considered carefully. Most global equity markets hit low 
points on 9 March 2009 (some Asian markets troughed in 
November 2008). That means the annual returns for most 
asset classes are being measured off record low points, 
resulting in spectacular returns. As intriguing as these 
returns may be, they are neither “normal” (the definition 
of which is increasingly being challenged these days) nor 
sustainable. Companies that are highly leveraged to an 

economic turnaround, operationally and financially, rose 
more dramatically than other, better quality companies. 
For example, Anglo rose 99.7% in the year to end-
March, but Billiton, which we would argue is a better 
company, rose “only” 34.3%.  Old Mutual rose 93.7% 
while Sanlam, which some would argue is a lower-risk 
investment than Old Mutual, rose “only” 47.7% (Maestro 
holds neither company in its equity portfolios).  
 
The point here is to draw your attention to the fact that 
we are in the midst of a very strange, perhaps even 
abnormal period; due caution therefore needs to be 
exercised when comparing and evaluating annual returns 
or investment performances to end-March. Companies 
whose prices fell more prior to March 2009, which were 
mostly the prices of poor quality companies and thus not 
necessarily better investments, have risen more in the 
year to March 2010. Ironically, the past year has been a 
period in which investors have been penalised for 
conservatism and caution – who would ever have thought 
that a year ago when the world was in the grip of the 
worst financial crisis in living memory?! 
 

Table 1: Select asset returns in the March quarter (%) 
 Returns to 31 March 2010 2009 
 3 months 1 year  
US large caps 5.4 49.8 26.5 
SA large caps 3.8 42.5 31.8 
US mid caps 8.7 61.5 35.0 
SA mid caps 8.7 54.4 35.7 
US small caps 8.3 62.0 23.8
SA small caps 5.5 44.6 28.3 
    
MSCI World index 2.7 51.5 27.0 
MSCI Emerging markets 2.1 80.0 74.5 
CSFB Hedge index 3.1 21.2 18.6
    
US high yield bonds 4.8 57.2 57.5 
US 10-year bonds 1.0 -6.3 -9.7 
Barclays Capital US 
Aggregate bond index 

 
1.6 

 
7.7 

 
6.1 

    
Brent oil price 6.1 68.0 94.1 
Gold 1.0 21.7 27.6 
JSE All gold index -8.2 -19.4 7.8 
Platinum 12.6 46.4 62.7 
Palladium 21.9 122.8 114.1 
Silver 3.0 33.5 57.5 
Baltic Dry index -0.2 85.6 288.2 
CRB commodity index -3.5 24.3 23.5
GSCI commodity index 0.3 50.0 61.6 
Source: Maestro, Merrill Lynch 

 
 
 
The Maestro Investment Team 
19 April 2010 
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