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1. Introduction 
This report focuses on the investment activities of 
Central Park Global Balanced Fund during the quarter 
ended 30 September 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 early 
September. 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 much time on the market movements, as these are 
covered in Appendix A, which provides a summary of 
the market activity during the 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 September 2010 the core 
component represented 84.7% of the Fund from 80.9% in 
June; the satellite component represented 15.3%. 
 

Chart 1: Asset allocation at 30 September 2010 

 
 

 
 
 
 
 
 

2. The investment position of the Fund 
Chart 1 depicts the Fund’s asset allocation at the end of 
September. The equity exposure in the core and satellite 
components rose from 53.5% in June to 57.3%. Cash 
represented 9.5% (15.3% in June) at quarter end while 
bonds and alternative investments, including the private 
equity investment in the Porton Fund, comprised 12.5% 
(13.4%) and 20.7% (17.8%) respectively. The Fund’s net 
asset value at the end of September was $12.9m versus 
$11.2m in June. 
 
Chart 2 depicts the Fund’s currency allocation. Dollar 
exposure declined to 54.6% from 60.1% in September. 
The rand exposure arising from the South African (SA) 
equity market investment, representing 12.8% of the 
Fund, is included in the dollar exposure due to the fact 
that it is hedged against the dollar. 
 

Chart 2: Currency allocation at 30 September 2010 

 
 

3. The largest equity holdings 
The Fund’s largest holdings at 30 September 2010, 
expressed as a percentage of the total Fund, are listed 
below.  

 

Maestro Equity Fund     12.8% 
Porton Capital Tech Fund     10.1% 
ACPI TriAlpha Global Bond Fund     7.1% 
Bristol International Fund      3.7% 
Odyssey Alternative Strategies Fund     3.5% 
BHP Billiton plc       3.4% 
Aurum Atlas Fund       3.4% 
iShares FTSE Xinhua 25 Fund        3.3% 
SAB Miller plc                     3.1% 
Caterpillar Inc       2.7% 
Total                    53.1% 

 
The largest equity direct holdings, including ETFs but 
excluding mutual funds, are listed in Chart 3 and are 
expressed as a percentage of the Fund’s core equity 
component. Apart from their relative rankings, the only 
change that occurred in the ten largest direct investments 
was the displacement of Arcelor Mittal by Deere. At 
quarter-end there were 32 direct equity holdings in the 
portfolio, the same as at the end of June. The core equity 
portfolio represented 61.0% of the Fund versus 61.1% in 
June. The Fund’s satellite component held an additional 
2.5% equity exposure.  
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Chart 3: Largest equity holdings at 30 September 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.  
 
There were no major investment transactions on the Fund 
during the quarter. 
 

5. The performance of the Fund 
Chart 4 depicts the quarterly returns of the Fund and the 
relevant benchmarks. It is fair to say that the Fund 
enjoyed a very profitable quarter, and outperformed the 
respective benchmarks in every asset class other than the 
SA equity market. The un-annualised return of the 
Fund during the September quarter was 12.0% versus 
the benchmark return of 6.9%. The quarterly return of the 
Lipper Global Mixed Asset sector (shown in the charts as 
“Sector average”) was 9.2%. The bond component rose 
4.6% versus the 2.5% rise in the Barclays Capital 
(Barcap) Aggregate US Bond index. The TriAlpha 

International Bond Fund, which comprises the bulk of 
the Fund’s bond exposure, rose 4.6% during the quarter. 
 
The alternative investment component rose 5.6% versus 
the 5.3% rise in the Dow Jones Credit Suisse Hedge 
index. This return excludes the Porton Fund investment. 
The quarterly returns of the alternative funds in which 
Central park is invested are reflected below. Please note 
that the Porton Fund is not a hedge fund but a venture 
capital fund, but its returns are listed below as they are 
not listed elsewhere in this Report.  
 

Aurum Atlas Fund           -5.0% 
Bristol International Fund          3.6% 
Odyssey Alternative Strategies Fund        -3.6% 
Porton Capital Tech Fund         -0.5% 

 

Chart 4: Quarterly returns to 30 September 2010 

 
 

The return of the core equity portfolio during the 
quarter was 19.6% versus the 13.3% of the MSCI World 
index. This quarterly return excludes the effect of the 
hedging activities and excludes the returns of the 
Maestro Equity Fund investment. Details and comments 
on the behaviour of the markets can be found in 
Appendix A of this Report.  
 
The Greek banks were again the serial underperformers 
during the quarter. National Bank of Greece declined 
19.5 % but Alpha Bank rose 11.9%, admittedly off a very 
low base. Roche declined 10.0% and Syngenta 2.6%. 
Given the strong equity markets some shares registered 
extraordinary gains, continuing the volatility that has 
become so characteristic of the market in recent quarters. 
Xstrata rose 37.4% during the quarter, BP 34.2%, 
Expeditors 34.0%, Caterpillar 31.0%, Tullow Oil 27%, 
Deere 25.2%, Richemont 24.7%, Volkswagen prefs 
22.3% and FedEx 22.0%. 
 
The Maestro Equity Fund represents the Fund’s 
exposure to the SA equity market. It produced a return 
of 11.0% in rand terms versus the JSE All Share index 
rand return of 13.3%. It is worth highlighting, as we have 
done on many occasions in the past, that the SA equity 
market exposure has been a net contributor to the returns 
over the years. However, the past quarter was an 
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exception in this regard; it is remarkable to think that 
despite a quarterly return of 11.0% the SA exposure 
proved to be a drag on the Fund during the past three 
months. It is yet another indication of how unusual the 
prevailing market conditions are.  
 

Chart 5: Annual returns to 30 September 2010 

 
 

The Fund’s annual returns are shown in Chart 5. The 
return of Central Park for the year to September was 
2.6% versus the benchmark return of 5.7% and the 
Lipper Global Mixed Asset sector average of 5.9%. Most 
of the Fund’s relative underperformance emanates from 
earlier quarters and it is gratifying to see the Fund 
“making up some lost ground”. The return of the bond 
component was 4.0% versus the Barcap Aggregate US 
Bond index return of 8.1%. The TriAlpha International 
Bond Fund’s annual return for the year to September was 
5.1%.  
 
The alternative investment component rose 15.7% 
during the year versus the 9.3% rise in the Dow Jones 
Credit Suisse Hedge index. The annual returns of the 
funds in which Central Park was invested for the full 
period are listed below.  
 

Bristol International Fund       60.3% 
Odyssey Alternative Strategies Fund       4.3%  
Porton Capital Tech Fund      166.9% 

 
The annual return of the core equity portfolio was 
7.7%. The MSCI World index rose 4.6% during the year.  
Not surprisingly Greek banks head the list of decliners; 
National Bank of Greece declined 70.3% and Alpha 
Bank 64.0%; these two banks together constitute only 
0.8% of the total Fund. Raiffeisen declined 23.3%, BP 
22.6%, Roche 19.9% and Wienerberger 15.0%. On a 
more positive note Richemont rose 61.6%, Caterpillar 
rose 53.3%, SAB Miller 34.9%, Expeditors 31.5% and 
Rolls Royce 28.2%. These gains are extraordinarily 
large, but bear in mind the base off which they are 
measured is low.  
 
The SA equity component, represented by the Maestro 
Equity Fund, rose 10.2% in rand terms versus the 
21.2% increase in the JSE All Share index. The latest 

Maestro Equity Fund Quarterly Report can be viewed on 
Maestro’s website. 
 
Let me turn your attention to the returns during the past 
three years. As I do so remember that the base off which 
these returns are measured is September 2007 i.e. the 
peak of the market just prior to the Great Financial 
Crisis. So we are now going to list returns from the peak 
of the market in recent years, which was followed by a 
devastating period of declining equity prices. You should 
therefore not be surprised to see how low the absolute 
level of returns is. It might be worthwhile referring again 
to Appendix A in the June Central Park Quarterly Report 
for an elucidation of the role of the base when analysing 
returns. The “base effect” is particularly relevant when 
evaluating the three year returns to end-September. 
 

Chart 6: CAR – 3-year period to 30 September 2010 

 
 

The Fund’s compound annual returns (CAR) for the 3-
year period to 30 September are listed in Chart 6. Before 
reviewing these results, please bear in mind the base off 
which they are being measured. The CAR of Central 
Park during this period was -2.5% versus the benchmark 
return of -1.4%. The Lipper Global Mixed Asset sector 
average return was -4.0%, lower than the Fund’s return 
and indicative of just how difficult – and unprofitable – 
this period has been on global markets.  
 
The return of the bond component was 6.0%, versus the 
7.7% return of the Barclays Capital US Aggregate Bond 
index. The CAR of the alternative investment 
component was -4.9% versus the 1.4% return of the Dow 
Jones Credit Suisse 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         6.1% 
Odyssey Alternative Strategies Fund       -2.4%  
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The CAR of the core equity portfolio was -10.3% 
ironically exactly the same as the -10.3% MSCI World 
index return. The SA equity component, represented by 
the Maestro Equity Fund, was 0.8% per annum in rand 
terms versus the 2.3% increase in the JSE All Share 
index. The contrast between the returns from the SA 
equity market (2.3%) versus those from the global 
market (-10.3%) is remarkable, both at the Fund and the 
index level.  
 

Chart 7: CAR – 5-year period to 30 September 2010 

    

The Fund’s compound annual returns (CAR) for the 5-
year period to 30 September are listed in Chart 7. The 
CAR of Central Park during this period was 1.5% 
versus the benchmark return of 3.3% and the Lipper 
Global Mixed Asset sector average return of 0.4%. The 
return of the bond component was 6.7%, versus the 
6.8% return of the Barcap US Aggregate Bond index.  
 
The CAR of the alternative investment component was 
1.2% versus the 5.8% rise in the Dow Jones Credit 
Suisse 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        9.7% 
Odyssey Alternative Strategies Fund       4.6%  

 
The CAR of the equity portion of the core portfolio was 
3.1% versus the -0.8% return of the MSCI World index 
over the same period. The SA equity component, 
represented by the Maestro Equity Fund, gained 10.5% 
in rand terms versus the 14.9% rand return of the JSE 
All Share index. More detail about the Maestro Equity 
Fund can be obtained by reading that Fund’s Quarterly 
Report on the Maestro website. The Maestro Equity Fund 
has contributed positively to the Fund over the period 
and vindicates our investment in this region.  
 
 
 
 
 

6. Closing remarks  
I refer you to Market Commentary document, which we 
published in early September, for details of our view on 
the investment environment. Many of the Big Picture 
Themes we have consistently espoused in the past few 
years have or are in the process of coming into being. We 
expanded on some of them in the two Market 
Commentaries so far this year and will continue to do so 
into the future.  
 
At this stage we think we have a reasonable idea of the 
most important risks and factors driving global markets 
and economies at present. However, we are mindful of 
being complacent, as it generally leads to an accident. 
Although we think we have identified most of the major 
risks, of course identifying them and experiencing their 
eventual effects are two different things. We continue to 
watch the global economy diligently, conscious of the 
fact that we are by no means “out of the woods” that 
constituted the Global Financial Crisis of 2007 – 2009. 
 
We are relatively comfortable with the levels of the SA 
equity market at present, although it has risen quite 
strongly over the past two or so months. We may well 
have seen the best levels so far this year, but to be frank 
it is hard to see what will change the major factors 
driving global investor sentiment at present, namely a 
weak dollar caused by too much money being printed 
and artificially suppressed interest rates, slowing growth 
in developed economies, and strong growth in emerging 
ones. As usual, we suspect the most disruptive factors are 
likely to emanate from abroad; hence our ongoing bias in 
favour of monitoring global events over local ones.  
 
Despite the significant risks, we continue to believe that 
equities represent the most promising asset class for the 
foreseeable future. At the time of writing equity markets 
continue to rise on the back of the Fed’s actions to 
weaken the dollar and lower interest rates. The SA equity 
market delivered another month (October) of positive 
returns and we are cautiously optimistic that the 
December quarter will provide a positive end to what has 
been a rewarding year so far, notwithstanding its bumpy 
start. 
 
Please feel free at any stage to contact either myself 
(andre@maestroinvestment.co.za) or David Pfaff 
(david@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 
 
20 November 2010  
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Appendix A  
 
A summary of market behaviour – September 2010 
As you are aware we comment extensively on market 
movements from month to month in Intermezzo and the 
letters that accompany your monthly statement. So we 
will provide only a short summary of the salient features 
of investment markets during the September quarter.  
 

Table 1: Quarterly Returns for 2010 so far 
 March 

quarter 
return 

(%) 

June 
quarter 
return 

(%) 

Sept 
quarter 
return 

(%) 

Year 
to date 
return 

(%) 
Japan  5.2 -15.0 -0.1 -11.2 
Hong Kong  -2.9 -5.2 11.1 2.2 
Germany  3.3 -3.1 4.4 4.6 
UK  4.9 -13.4 12.9 2.5 
US (S&P500/ large cap) 5.4 -11.3 10.7 2.3 
S&P Mid cap index 8.7 -9.9 12.7 10.4 
S&P Small cap index  8.3 -9.0 9.3 7.8 
MSCI World index  2.7 -13.3 13.2 0.9 
Brazil 2.6 -13.4 13.9 1.2 
Russia  8.9 -14.8 12.6 4.4 
India  0.4 1.0 13.4 14.9 
China  -0.5 -26.4 10.7 -19.0 
MSCI Emerg 
market  

 2.1 -9.1 17.2 8.7 

     

JSE All share  4.5 -8.2 13.3 8.7 
JSE All share ($) 4.8 -12.0 24.5 14.8 
Basic materials  2.6 -12.1 7.0 -3.5 
Financial  9.9 -7.8 15.1 16.7
Industrial  4.4 -4.5 18.5 18.2 
Large cap (Top40) 3.8 -9.4 13.4 6.7 
Mid cap index 8.7 -0.7 13.2 22.2 
Small cap index 5.5 -3.6 10.1 12.0 
All Bond index 4.5 1.1 8.1 14.1 
Cash  1.8 1.7 1.7 5.3 
     

Barcap US Agg. 
bond 

 1.6 3.5 2.5 7.8 

Emerging market 
bonds 

2.4 -0.3 8.7 11.0 

US 10-year bond  1.0 8.3 4.5 14.3
US Corporate bonds  2.7 3.3 4.9 11.3 
US high yield bond 4.8 -0.1 6.7 11.7 
Cash (US dollar) 0.0 0.0 0.0 0.1 
    

DJ CS Hedge 
index  

3.1 -2.4 4.9 5.5 

    

Brent (Oil) 6.1 -9.3 9.7 5.6 
Gold 1.0 11.5 5.1 18.4 
CRB Commod.  -3.5 -5.4 11.0 1.2 
S&P GS Com 
index 

0.3 -6.7 8.9 2.8 

     

Euro dollar -5.7 -9.5 11.5 -4.9 
Sterling dollar -6.1 -1.4 5.3 -2.4 
Rand dollar 0.3 -4.2 9.9 5.6 
 

 
 

 
Global investment markets 
Table 1 provides the usual summary of the market events 
during the September quarter. I have also listed each 
separate quarter as well as the year-to-date returns, so 
that you appreciate what an unusual period the year has 
been so far. The March quarter saw markets still rising 
on the hope that the global economy was in a sustainable 
recovery. The June quarter brought with it the realization 
that the future was not as clear as many had thought. 
Concerns about unity in the Eurozone, sovereign debt 
crises in some countries and concern about the 
sustainable rate of growth of the Chinese economy all 
added to market uncertainty.  
 
All these concerns were summarily set aside when the 
US Federal Reserve indicated that it was prepared to 
inject additional liquidity into the markets in an effort to 
get banks to lend and consumers to spend. Whether one 
agrees with their thinking or not the effect was dramatic; 
what had been a volatile unprofitable year so far changed 
into one which generated respectable returns with the 
hope of more to come; and all of this in the space of just 
a few weeks. Charts 1 and 2 show just what a difference 
the Fed’s action made.  
 

Chart 1: Going nowhere fast; monthly market returns 

 
 

Chart 1 shows the SA and world equity markets’ monthly 
returns (the histograms) between January and August 
2010, while the lines show the cumulative returns. Note 
how volatile they have been. In the case of global 
markets half the time returns exceeded 5%, either 
positive or negative. Yet when all was said and done, the 
fact that the black line ended August below where it 
started shows that the cumulative return for this period 
was in fact negative (-7.5% to be exact). For all the risk 
and volatility endured, you were rewarded with no return 
(actually a loss). The SA market mirrored global markets 
although its year-to-August decline was less (-0.1%). 
Now let’s add September and October to see the effect 
Ben “Boom Boom” Bernanke’s announcement had.  
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Chart 2: Monthly returns including Sept and Oct 

 
 

In Chart 2 we have added the September and October 
returns and have included the cumulative return of the 
All share index in dollar terms (the black line with the 
blue dot). Note how sharply all the lines have risen in the 
past two months, pushing the year-to-date SA market 
return comfortably into double digits. So in short, global 
equity markets posted comfortable gains during the 
quarter, with most emerging markets rising more than 
developed ones. Chart 3 lists selected quarterly and 
annual returns to end-September for global markets, 
while Chart 6 lists local returns.  
 

Chart 3: Global returns to 30 September 2010 

 
 

Having looked at the actual returns, it helps to also see 
how the markets developed during the past few months. 
Chart 4 depicts the US equity market during the past 
year. Of course, the Fed’s broadcast of its intentions was 
not very positive for the dollar, which continued its 
slippery slide after the brief rally earlier in the year 
during the European sovereign debt scare. Chart 5 
depicts the dollar’s movements in euro terms. The weak 
dollar is becoming an increasing problem for many 
agents in the global economy; from countries struggling 
to manage very firm domestic currencies to commodity 
users who are seeing prices sky rocket on the back of 
dollar weakness.  
 
 

Chart 4: The US Equity market (S&P 500 index) 
Back to April highs; most of the recovery in the Sept quarter 

 

 
Source: Saxo Bank 

 

The gold price has been major beneficiary, at least in 
dollar terms, and has received a lot of headline space. 
However, a large part of its strength is little more than 
dollar weakness. There have been many other 
commodities, especially widely used ones like food and 
industrial metal, whose increasing prices are adding 
unwelcome inflationary pressures to countries that can 
least afford it.  
 

Chart 5: The euro dollar exchange rate 
The dollar has lost almost 17% since June high 
 

 Source: Saxo Bank 
 

To put these commodity price increases into perspective, 
consider that the prices of copper, nickel and aluminium 
rose 23.1%, 20.4% and 26.2% during the September 
quarter. But they declined by 16.6%, 22.5% and 19.8% 
respectively during the June quarter. See what I mean 
when we talk about volatile markets? The prices of gold, 
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silver, platinum, palladium and oil rose 5.1%, 17.8%, 
8.5%, 28.5% and 9.7% respectively. The commodity 
complex thus saw dramatic price increases during the 
September although the rise in the gold price, as we 
pointed out earlier, was something of a laggard despite 
all the excitement about the metal.  
 
Local investment markets 
Chart 6 depicts local market returns during the quarter. 
The All share, large and mid cap index returns were all 
similar. The rand firmed 9.9% during the quarter – refer 
to Chart 7 - yet the basic materials index rose 7.0%. This 
is counter-intuitive; seasoned investors in the SA market 
would have expected the basic material index to decline 
in the face of such rand strength. However, it is easy to 
understand when you consider the strength of commodity 
prices during the quarter. The real excitement though, 
came in the form of the financial and industrial indices, 
which posted quarterly returns of 15.1% and 18.5% 
respectively – decent returns in anyone’s language.  
 

Chart 6: Local returns to 30 September 2010 

 
 

Last quarter we alluded to the “base effects” by which 
we meant one needs to be careful when evaluating 
returns these days, given that the bases off which they are 
measured are very different, depending on the period 
being measured. These differences are caused by all the 
volatility we have experienced in recent times. While the 
base effect was less influential during the past year and 
quarter, it has played a major effect on the three-year 
returns. I would encourage you to revisit our explanation 
in the June Quarterly Report to refresh your memories on 
this important aspect of performance evaluation.  
 
That concludes the summary of market developments 
during the third quarter of 2010. I again draw your 
attention to the Market Commentary we published 
recently. It contains valuable insights into the prevailing 
investment climate and more importantly sheds light not 
only on our current investment thinking but also includes 
two wonderful articles on The case for equity investment 

and The case for mid and small cap investment. The 
lessons expounded in these articles will not date very 
quickly and remain extremely relevant for all serious 
long-term investors. I urge to read them if you haven’t 
already done so. If you have not yet seen or read them 
and would like us to send you a copy of the Market 
Commentary, please contact us for a copy. 
 

Chart 7: The rand dollar exchange rate 
Testing record levels – but it’s actually a weak dollar story 

 
Source: Saxo Bank 

 

The December quarter has begun well. The Fed has not 
changed its tune yet, and has now committed itself to a 
$600bn injection into the global financial system; time 
will tell what the long-term effects on investments 
markets will be, but so far so good. We have quite strong 
reservations about the Fed’s policy and are still wary of 
many risks in the prevailing environment which, at least 
in our opinion, are not being fully acknowledged (priced 
in) by investors. However, it seems that investors have 
adopted a “wait and see” attitude in terms of what the 
Fed’s policy holds for them. Irrespective of its success, 
the prevailing outlook for low developed market interest 
rates and growth, and strong emerging market growth 
and high rates, looks set to continue for a while.  
 
Here’s hoping we have more good news to report when 
we revert back to you on the behaviour of markets during 
the December quarter and the year as a whole.  
 
 
The Maestro Investment Team 
10 November 2010 
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