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1. Introduction 
This report focuses on the investment activities of 
Central Park Global Balanced Fund (the Fund) during the 
quarter ended 31 December 2009. 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. It should also be read 
in conjunction with Maestro’s Market Commentary, 
which summarizes the salient features of recent market 
behaviour and expounds the Fund’s Investment Advisor 
(Maestro’s) views. You can obtain this document by 
contacting the writer at andre@maestroinvestment.co.za.  
 
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 split 80:20 in favour of the core 
component. At the end of December 2009 the core 
component represented 83.5% of the Fund from 81.6% in 
September; the satellite component represented 16.5%. 
 

2. The investment position of the Fund 
Chart 1 depicts the Fund’s asset allocation at 31 
December 2009. Total equity exposure was consciously 
increased during the quarter; equity exposure in the core 
and satellite components rose from 39.2% in September 
to 46.8% of the Fund in December. Cash represented 
19.2%   (30.0% in September) at the end of December 
and bonds and alternative investments comprised 18.7% 
(18.9%) and 15.4% (12.2%) respectively. The Fund’s net 
asset value at the end of December was $13.9m versus 
$13.8m in September. 
 

Chart 1: Asset allocation at 31 December 2009  

 
Chart 2 depicts the Fund’s currency allocation. Dollar 
exposure declined from 69.3% in September to 63.3% in 
December. 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 (pound) sterling 
exposure has also been hedged back into dollars. 
 

Chart 2: Currency allocation at 31 December 2009 

  
 
3. The largest equity holdings 

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

 

TriAlpha Global Bond Fund    13.7% 
Maestro Equity Fund    10.5% 
Porton Capital Tech Fund Series A     6.2% 
Aurum Asia Pacific Fund      3.2% 
Odyssey Alt. Strategies Fund     3.2% 
BHP Billiton plc       3.2% 
iShares FTSE Xinhua 25 Fund        3.0% 
Bristol International Fund      2.8% 
SAB Miller plc                     2.6% 
Google Inc       2.2% 
Total                    50.6% 
 

During the quarter the holdings in SAB Miller and 
Google displaced those in Investec and Rolls Royce in 
the Fund’s ten largest absolute holdings.  
 

Chart 3: Largest equity holdings at 31 December 2009 
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The Fund’s largest direct equity investments, excluding 
the mutual and exchange traded funds, are listed in Chart 
3, expressed as a percentage of the Fund’s core equity 
component. During the quarter the holdings in Google, 
Richemont, Exxon Mobil and BP displaced the National 
Bank of Greece, Roche, FedEx and Novartis in the ten 
largest direct equity holdings. At quarter-end there were 
28 direct equity holdings in the portfolio, five more than 
at the end of September. A conscious effort was made to 
further diversify the equity portfolio at the same time that 
the Fund’s total equity exposure was increased. The 
equity portfolio represented 36.3% of the Fund versus 
29.1% in September.  
 

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 (the 
MSCI World index is used 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 
and 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.  
 
During the September quarter a conscious decision was 
taken to increase the Fund’s equity exposure; this 
continued into the December quarter. Consequently, the 
existing investments in BP, Exxon Mobil, Google, 
Richemont and SAB Miller were increased. New 
holdings in Adidas, Deere, Standard Chartered and 
Syngenta were introduced into the Fund.   
 

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 December quarter was 2.3% compared 
to the benchmark return of 2.2%. The quarterly return of 
the Lipper Global Mixed Asset sector (shown in the 
charts as “Sector average”) was 2.6%. Three features of 
the Fund’s quarterly return beg some explanation. Firstly 
the Maestro Equity Fund underperformed the SA equity 

market severely, which was a huge disappointment. The 
reasons for this have been documented in the Maestro 
Equity Fund Quarter Report which can be found on the 
Maestro website. In short, the Equity Fund had too little 
resource exposure and too much small cap exposure 
during the quarter. Some of the Equity Fund’s larger 
holdings also delivered disappointing returns while 
certain large cap shares, which the Equity Fund doesn’t 
hold, performed particularly well. Please refer to the 
Quarterly Report for a more detailed explanation of the 
quarterly performance.  
 
The second feature was a positive one, and is to be found 
in the return of the Porton Fund, Central Park’s private 
equity investment. One of Porton Fund’s underlying 
investments, Enigma Diagnostics, concluded a 
significant deal with GlaxoSmithKline, which resulted in 
a material uplift in Enigma’s valuation. The third feature 
was the excellent quarterly return (see below) of the 
Bristol International Fund, which has resumed its record 
of outstanding returns relative to the market.     
 
The bond component, the bulk of which comprises the 
TriAlpha International Bond Fund, rose 0.02% versus the 
0.3% rise in the Barclays Capital (Barcap) Aggregate US 
Bond index. The alternative investment component rose 
8.7% 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. 
The Porton Fund return is also shown although please 
note that it is not a hedge fund. 
 

Aurum Asia Pacific Fund          0.2% 
Bristol International Fund        33.8% 
Odyssey Alternative Strategies Fund        1.7% 
The Porton Fund         70.9%  

 

Chart 4: Quarterly returns to 31 December 2009 

 
 

The quarterly return of the core equity portfolio was 
4.2% versus the 3.7% gain in the MSCI World index. 
Remember that the June and September quarterly returns 
were 28.9% and 26.0% respectively, so it isn’t surprising 
to see equity markets taking a breather. This quarterly 
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return excludes the effect of the hedging activities and 
also excludes the returns of the Maestro Equity Fund 
investment. There was a wide dispersion of returns 
during the quarter, evidence of the degree of risk and 
volatility that remains in the market. The Fund’s worst 
equity performer during the quarter was Alpha Bank, 
which declined 34.7%. National Bank of Greece fell 
26.4%, Erste Bank 14.4% and Raiffeisen International 
11.4%. In contrast Arcelor Mittal rose 26.0% during the 
December quarter, Google 25.0%, Petrobras 21.3%, SAB 
Miller 21.0%, Richemont 18.6% and Billiton 16.8%.  
 
The Maestro Equity Fund represents the Fund’s 
exposure to the South African equity market. This 
investment produced a return of 2.4% in rand terms 
versus the JSE All Share index rand return of 11.5%. The 
rand exposure created by this investment is hedged into 
dollars; the Fund’s dollar return is thus the same as the 
rand return of the Maestro Equity Fund. 
 
The equity and currency hedges, excluding the returns 
from hedging the Fund’s rand exposure, reduced the 
Fund’s return by 1.9% during the quarter i.e. the Fund’s 
December quarterly return would have been 4.2% versus 
its actual 2.3% had it not been for the hedge.  
 

Chart 5: Annual returns to 31 December 2009 

 
 

The Fund’s annual returns are shown in Chart 5. The 
return of Central Park for the year to 31 December 
2009 was 12.1% versus the benchmark return of 15.9% 
and the Lipper Global Mixed Asset sector average of 
23.3%. In the September Quarterly Report we spent quite 
some 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 relative 
underperformance was the Fund’s light equity, 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 return of the bond component was 4.9% versus the 
Barcap Aggregate US Bond index return of 6.1%. The 
alternative investment component rose 19.6% during the 
year versus the 18.6% rise in the Credit Suisse Tremont 
Hedge index. The annual returns of the funds in which 
Central Park was invested for the full period are reflected 
below. The Porton Fund’s return is also shown although 
please note that it is not a hedge fund. 
 

Bristol International Fund       59.3% 
Odyssey Alternative Strategies Fund      17.4%  
The Porton Fund              68.2%  

 
The annual return of the core equity portfolio was 
45.1%. The MSCI World index rose 27.0% during the 
year. In the past year only one equity investment 
declined, namely Exxon Mobil, which fell 14.6%. The 
top equity performers included Raiffeisen, which rose 
104.7%, Arcelor Mittal rose 89.3%, Richemont 71.3%, 
Erste Bank 64.7%, SAB Miller 57.0% and Billiton 
54.2%.   
 
The SA equity component, represented by the Maestro 
Equity Fund, rose 26.4% in rand (and dollar) terms 
versus the 32.1% increase in the JSE All Share index.  
 
The equity and currency hedges, excluding the hedging 
of the rand exposure, cost the Fund 4.7% during the year 
to 31 December 2009. What is not represented in this 
number is the fact that the hedges provided “downside 
protection” to the Fund and reduced its risk profile 
substantially.   
 
Chart 6: CAR – 3-year period to 31 December 2009  

 
 

The Fund’s compound annual returns (CAR) for the 3-
year period to 31 December 2009 are listed in Chart 6. 
The CAR of Central Park during this period was 0.7% 
versus the benchmark return of 0.6%. The Lipper Global 
Mixed Asset sector average return was -2.6%. The 
return of the bond component was 7.7%, marginally 
higher than the 6.9% return of the Barclays Capital US 
Aggregate Bond index. The CAR of the alternative 
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investment component was -4.3% versus the 2.6% 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 (European Masters Fund and the Aurum 
India Fund). 
 

Bristol International Fund         5.1% 
Odyssey Alternative Strategies Fund       -0.4%  

 
The CAR of the core equity portfolio was -5.9% versus 
the -7.7% MSCI World index return. The SA equity 
component, represented by the Maestro Equity Fund, 
gained 5.4% in rand terms versus the 6.5% 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 December 2009 

    

The Fund’s compound annual returns (CAR) for the 5-
year period to 31 December 2009 are listed in Chart 7. 
The CAR of Central Park during this period was 3.2% 
versus the benchmark return of 3.1% and the Lipper 
Global Mixed Asset sector average return of 1.9%. The 
return of the bond component was 4.9%, slightly better 
than the 3.9% return of the Barcap US Aggregate Bond 
index.  
 
The CAR of the alternative investment component was 
1.1% versus the 5.8% rise in the Credit Suisse Tremont 
Hedge index. Notwithstanding the good returns that we 
have seen from the Bristol and Porton Funds in 2009, 
Central Park’s general experience from the alternative 
funds “space” has been disappointing, as can be seen 
from these above returns. We have consequently scaled 
back the Fund’s exposure to alternative funds during the 
past year. 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        5.6% 
Odyssey Alternative Strategies Fund       4.1%  

 
The CAR of the equity portion of the core portfolio was 
3.7% versus the 0.02% decline in the MSCI World index. 
The SA equity component, represented by the Maestro 
Equity Fund, gained 14.3% in rand terms versus the 
20.2% 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. In addition the Maestro 
Equity Fund lagged the All share index in its first couple 
of years, due largely to lumpy initial inflows and market 
“whiplash.” However, this problem is now a thing of the 
past, as the earlier charts and subsequent returns show.   
 

6. Closing remarks  
The sheer quantums of compound annual returns over the 
past five years, with the exception of the SA equity 
market and perhaps the hedge fund index, are rather 
sobering, to say the least. All of us who have lived 
through this period as investors will know just how 
topsy-turvy it has been, not only in global investment 
markets but also in the world at large. The environment 
has been characterized by huge swings up and down, like 
a stormy sea being driven by powerful forces beyond its 
control. It has not been an easy period in which to 
manage money and to be honest we are not happy with 
the returns over this period. It is some consolation 
though, that most global investors are in the same boat 
and there are many who fared much worse than investors 
in Central Park Global Balanced Fund. It is worth noting 
that a substantial portion of the Fund consists of the 
Investment Advisor’s own funds, so we feel the negative 
returns as much as all other Central Park investors.  If 
one is able to set aside the benefit of hindsight, one has to 
admit that the past has been fraught with risk and 
treachery. Perhaps the scariest aspect of the future is that 
we are under no illusion that it will be as tumultuous and 
volatile as the past, though we hope we are wrong. 
 
We are a lot wiser now than when we first began this 
journey and have learnt an inordinate amount during the 
process. It is for this reason that we continue to adopt a 
cautious attitude in the management of the Fund, which 
is why last year (2009) was so frustrating for us, given 
that it was our conservatism more than anything else that 
cost us some “return” albeit in the form of an opportunity 
cost only. 
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I again refer you to the Market Commentary document 
for a detailed view of how we expect the coming months 
to unfold on global investment markets. In short, we are 
more positive about the prospects for emerging markets 
in general and the South African market in particular 
than we are for developed markets; this view is reflected 
in the Fund’s portfolio. The hedge over the core equity 
portfolio remains in place at the time of writing. We 
constantly assess its value and are quite open to 
unwinding it once we are of the opinion that the major 
risks to the global investment environment are 
dissipating.   
 
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 
 
10 March 2010 
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