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"It's not whether you're right or wrong that's important, 
but how much money you make when you're right and 

how much you lose when you're wrong." 
– George Soros 
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Credit Suisse: Hedge fund investors expect industry AuM growth, further fee compression 

Hedge fund investors remain generally optimistic about the year ahead, according to the ninth annual Credit Suisse Hedge Fund Investor 
Survey, and broadly expect to maintain or increase their hedge fund exposures in the coming year. This year's report, entitled Shifting 
Tides, is undertaken annually by the bank's hedge fund capital services group. Key highlights: 

• Investors forecasting a 3.5% increase in new inflows during 2017. This occurring as the industry begins the year at an all-time high 
for assets under management of $3.018 trillion. 

• Investors are making headway in the push for better alignment of terms, with 61% of respondents reporting that they had at least 
one manager in their portfolio with a hurdle rate, while 57% said their management fees were lowered in the past 12 months. 

• Sector funds: Investors reflected a pivot from broad based Equity strategies towards sector focused ones. Top Equity Sector strate-
gies include Healthcare (#5) with 16% net demand, Financials (#7) with 15% net demand and TMT (#12) with 10% net demand. Net 
demand for Equity Long/Short Fundamental declined, falling from #5 last year to #13 this year. 

• Quantitative/systematic: Other strategies identified by investors for potential allocations in 2017 include systematic strategies like 
Equity Market Neutral – Quantitative (#4) with 17% net demand and Global Macro – Systematic (#6) with 15% net demand. This is a 
continuation of the trend from last year's survey highlighting increased investor interest in quantitative strategies. 

• Ongoing commitment: 87% of investors indicated that they would maintain or increase their hedge fund exposures in the coming 
year. This is identical to last year, when 87% of investors also indicated that they would be maintaining/increasing their hedge fund 
allocations. 

• Target returns: Only 30% of investors said that their hedge fund portfolios had met or exceeded their expectations this year, down 
from 45% last year. Looking forward, investors shared that they were targeting annual returns of 7.2% for their hedge fund portfo-
lios in 2017, above the industry average returns of 5.5% last year. 

• New launches: There remains significant appetite for start-up funds, with slightly less than half (44%) of respondents reporting in-
vesting in a start-up fund last year. Of those who allocated to a new launch last year, about 75% reported receiving discounted or 
founders' share class terms. 

• Key factors in selecting hedge funds: The top three factors indicated for selecting hedge funds in an institutional portfolio were re-
turns after fees, non-correlation with other investments, pedigree of risk takers and core team stability. Investors also considered 
risk management skills to be a very important factor in manager selection as well.  

• Drivers of redemptions: As in years past, mostly idiosyncratic factors drove redemptions – 80% of investors redeeming cited individ-
ual manager underperformance, while another 52% cited changes at manager (whether style drift or investment professional turno-
ver, among others). 

When asked about potentially significant developments that might occur this year, investors mentioned additional fund closures, more 
fee compression, better alignment of terms and a decrease in the amount of financial regulations impacting hedge funds, Credit Suisse 
said. "Institutional investors remain strongly committed to hedge funds playing a role in their portfolios," said Robert Leonard, managing 
director and global head of capital services for Credit Suisse, in a statement. "However, they also appear to be following through and 
making real changes to their hedge fund allocations. This includes increased concentration with funds in their portfolios, adding strate-
gies that are less correlated with equities and terms/structures that better align their long-term interests with those of their managers." 

FINalternatives 

Hedge funds are cutting their fees: surveys 

Investors disappointed by hedge funds' poor returns and managers eager to pull in fresh money are seeing eye to eye: the industry's 
once-hefty fees are being rolled back. Two separate global surveys suggest that nearly three-quarters of investors and the same amount 
of managers have negotiated fee structures that have made the traditional fees a thing of the past. Typically, hedge funds have charged 
an annual management fee of 2% on assets plus a performance fee of 20% on gains earned by the funds. 

The new surveys gave no figures on how far the cuts have gone. But last year, hedge fund research firm Preqin found that newer funds 
now charge a 1.5% management fee and a 19% performance fee.  

A survey conducted by information group HFM and Citco Fund Services, found that 72% of polled managers said they are introducing new 
fee structures to attract investors at a time when raising new money is increasingly difficult. The two groups surveyed 225 managers in 
September 2016. In the United States, home to the bulk of the world's hedge funds, the number is even higher with 78% of polled man-
agers saying they are ready to negotiate on fees, underscoring their willingness to "innovate," the survey said. "The funds who can adapt 
their fees, liquidity and other offering terms to what investors want will put themselves in a strong position in 2017 and beyond," said 
Greg Fenlon, head of alternative investor services at Citco Fund Services. 

HEDGE FUNDS 

http://www.finalternatives.com/node/34705?mc_cid=dbbee2e252&mc_eid=081a37cbeb
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Similarly, three-quarters of the 350 investors surveyed by Barclays during the fourth quarter of 2016 reported seeing more flexibility on 
fees from managers. Barclays released its survey this week. Managers who pick stocks were the most willing to cut fees. Those that low-
ered their fees the least in the last two years are so-called quant funds, which rely on computer programs to help with trading, along with 
multi-manager hedge funds and fixed-income relative value funds. Pension funds were the most successful in pushing for preferential 
terms, the report found, noting they were able to secure almost double the concessions that their smaller rivals were able to secure. 
Many managers would agree to cut fees if the investors left their money in longer or gave the managers more money to manage, the 
survey found. 

Reuters 

Hedge funds: The 2017 outlook 

Giving her 2017 outlook, Lisa Fridman, global head of Research at Paamco, estimates that with uncertainty around Brexit negotiations 
and upcoming elections in Europe, volatility may increase in the coming months. "We believe diversification across strategies and return 
drivers is important. We see opportunities in trading oriented strategies and approaches which maintain flexibility to deploy capital on 
dislocations. "With respect to fundamentally driven strategies, we believe 2017 should present opportunities for active investment man-
agers to deliver alpha through long and short security selection while limiting directional exposure," she says. 

InvestmentEurope 

33-year-old hedge fund star James Levin awarded $250 million pay package amid Och-Ziff stock debacle 

Billionaire Dan Och's hedge fund firm has promoted 33-year-old James Levin and handed him a $250 million pay package. Levin started 
out working for Treasury Secretary Steve Mnuchin's Dune Capital hedge fund and graduated from Harvard with a computer science de-
gree, according to Levin's bio on Och-Ziff's web site. The pay package is designed "to incentivize Mr. Levin for the services, contributions 
and leadership he provides and to ensure the future continuity of the company," Och-Ziff said. 

The hedge fund firm said it had experienced $13 billion in investor redemptions in the last 13 months, leaving the firm managing $33.6 
billion. The stock has plunged by more than 70% in the last two years as the company dealt with a massive bribery scandal in Africa, re-
sulting in Och-Ziff making a $412 million payment to resolve charges from US prosecutors and regulators. 

Forbes 

China's hedge fund elite live in their own private village 

Hedge funds didn't exist in the world's second-largest economy five years ago. Now they 
have their own private village. 

Nestled between the Qiantang River and Jade Emperor Hill, the village of Yuhuang Shannan 
feels a world removed from the surrounding metropolis of Hangzhou. The city of 9 million is 
hectic and loud, while this gated community—on the same site where emperors in the Song 
dynasty prayed for good harvests centuries ago—is quiet and green, exuding the feeling of a 
laid-back, high-end oasis. 

Like Greenwich, Conn., the leafy town an hour's drive north of Wall Street, Yuhuang Shannan, 
about an hour from Shanghai by high-speed train, has become a big hit with the hedge fund 

crowd. So big, in fact, that local authorities turned the entire village—until recently a hub for the design industry—into an exclusive en-
clave for China's aspiring masters of the universe. 

These days, resident money managers and their guests are the only ones allowed past the guarded entrance to Yuhuang Shannan. Inside, 
villa-style office buildings offer rows of trading terminals and waterfront views. There's a private elementary school partly staffed by non-
Chinese teachers, a modern medical center, and a club for after-work schmoozing—all designed with discerning financiers in mind. Even 
local government officials are eager to please, standing ready to help the funds raise cash from state-run investors and navigate the bu-
reaucracy. 

Bloomberg 

Opec decides to go on speaking terms with hedge funds 

Cartel chief to meet managers once denounced as speculators who distorted oil market 

Opec once decried hedge funds as a malign influence on the oil market. Now it is seeking their opinion. Mohammad Barkindo, secretary-
general, said he was meeting fund managers while in Houston for an energy conference this week, along with US shale executives and 
other figures in energy circles. The oil exporters' cartel had for a long time denounced "speculators" that distort the price of crude but 
financial participants have become too large a presence to ignore. "Times have changed; the industry has changed," Mr. Barkindo told 

http://www.reuters.com/article/us-hedgefunds-fees-idUSKBN1672O2
http://www.investmenteurope.net/regions/hedge-funds-2017-outlook/
https://www.forbes.com/sites/nathanvardi/2017/02/15/33-year-old-hedge-fund-star-james-levin-awarded-250-million-pay-package-amid-och-ziff-stock-debacle/#6a6b1d6d49e3
https://www.bloomberg.com/news/features/2017-02-14/in-china-s-greenwich-hedge-funds-rule-their-own-private-village
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reporters at the CERAWeek by IHS Markit conference. "We are more globalized, and the impact of the financial markets on oil continues 
to be magnified. And in this world, we believe that we should adapt to these new changes and therefore reach out." 

The Financial Times 

Hedge funds expected to perform better in 2017, says Deutsche Bank survey 

Close to three quarters of investors expect their hedge fund portfolios to perform better in 2017 versus 2016, according to Deutsche 
Bank's 15th annual Alternative Investment Survey. Performance-based gains are expected to drive industry assets to reach USD3.14 tril-
lion by year-end, says Deutsche Bank's poll of 460 hedge fund investors representing almost USD2 trillion in hedge fund assets. 

The survey reveals that 2016 marked another year in which significant return dispersion shaped hedge fund performance. On average, 
investors' top quartile funds returned 11.22% in 2016, while respondents' bottom quartile managers were down 6.86%. 

Manager selection has become of crucial importance in the success of a hedge fund portfolio, and investors are increasingly diverting 
capital to a smaller number of consistent alpha generators. 

The topic of fees has also moved to the forefront of investors' minds, and is playing a critical role in allocation decisions. The average 
management fee and performance fee that investors pay for their typical hedge fund investment is 1.59% and 17.69%, respectively. 
Three quarters of respondents negotiate fees with their managers, led by pension funds. Investors are not only focused on securing lower 
fees, but also on creating fee structures that are better aligned with their portfolio needs. Hurdle rates, as well as management fees that 
scale down as assets grow, are highly sought after by investors. 

The number of investors investing in quantitative strategies continues to grow: 79% of all respondents allocate to systematic strategies, 
up from 70% last year. Furthermore, close to half of survey respondents plan to increase their allocation in 2017. Survey results also sug-
gest that investors are embracing a wider variety of quantitative strategies. Five of the top 10 most in-demand strategies are systematic, 
whereas there were only three in the top ten in last year's survey. 

"Despite another challenging year for hedge funds in 2016, investors remain committed. We found that over three quarters of investors 
plan to grow or maintain their allocations to hedge funds in 2017," says Anita Nemes, global head of hedge fund capital group at 
Deutsche Bank. "However, to become and remain part of an institutional hedge fund portfolio is ever more difficult. These investors not 
only demand better risk-adjusted returns but are increasingly calling for partnership, innovative and bespoke portfolio solutions and bet-
ter aligned fee structures and terms." 

Hedgeweek 

Herding hurts liquidity 

 

Bloomberg 

Misclassified fund draws huge assets, then falters 

A cautionary tale about reading the prospectus: The Catalyst Hedged Futures Strategy Fund was up 6.2% last year, head and shoulders 
above the average managed futures fund, which fell 2.8%. Performance like that caught investors' eyes. The fund's assets soared from 
$1.2 billion in 2015 to $2.2 billion at the end of 2016. Just one problem: It wasn't a managed futures fund.  

"It was miscategorized," said Morningstar analyst Jason Kephart, noting that Morningstar analysts don't cover the fund. The Catalyst fund 
uses put and call options on Standard & Poor's 500 stock futures, with the aim of reducing volatility and overall correlation to the blue-
chip index. Morningstar moved the fund into the options writing category Feb. 1, Mr. Kephart said. Presumably, the fund's name had 
something to do with its mislabeling, since it had "futures" in it. And when the fund converted from a hedge fund to an open-end fund in 
September 2013, Morningstar didn't have an options writing category, said Jerry Szilagyi, CEO of Catalyst Capital Advisers. 

InvestmentNews  

https://www.ft.com/content/306b3620-0395-11e7-ace0-1ce02ef0def9
http://www.hedgeweek.com/2017/03/08/249383/hedge-funds-expected-perform-better-2017-says-deutsche-bank-survey
https://www.bloombergquint.com/markets/2017/02/21/hedge-fund-liquidity-falls-to-danger-zone-in-u-s-stock-market
http://www.investmentnews.com/article/20170216/FREE/170219922/misclassified-fund-draws-huge-assets-then-falters
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What will be the most likely catalyst to cause an end to the 8-year equity bull market? 

 

BofA Merrill Lynch 

What economic outcome do you expect new "populist policies" to induce? 

 

BofA Merrill Lynch 

China's banks overtake rivals 

 

The Financial Times 

Trump adviser Carl Icahn is betting against the Trump rally 

Carl Icahn is such a fan of President Trump that on election night he literally left the victory party early to buy stocks that were crashing in 
the overnight markets. Icahn was one of Trump's earliest backers on Wall Street and the billionaire investor even agreed to serve as the 
president's special adviser on regulatory reform. Despite all that Trump enthusiasm, Icahn's hedge fund seems to be positioning for the 
end of the Trump party. 

However, Icahn explained that his firm isn't as negative as suggested by the net short figure, which only covers its investment segment 
and not its various other holdings. But Icahn Enterprises' top executives sounded very cautious during the conference call. "We continue 

MARKETS 

http://www.bankofamerica.com/
http://www.bankofamerica.com/
https://www.ft.com/content/14f929de-ffc5-11e6-96f8-3700c5664d30
http://money.cnn.com/2016/11/09/investing/carl-icahn-donald-trump-election/?iid=EL
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to have a fairly bearish view," Icahn Enterprises CEO Keith Cozza said during the call. "The market does seem to be priced for perfection," 
he said. 

CNN Money 

Number/share of AAA sovereigns 

 

Fitch Ratings 

The gap between US economic hope and reality keeps growing 

 

Tracy Alloway 

Hedge funds are bracing for a market selloff 

US stocks have piled up $1.5 trillion in market value this year, but hedge funds are bracing for tough times ahead. Based on buying and 
selling in 2017, managers have stopped loading up on bullish positioning. They've also become less reliant on US stocks by selling eco-
nomically sensitive bank shares and materials like copper, data compiled by Credit Suisse Group AG show.  

In part, the move is as simple as prudent management, with funds taking profit after the longest rally in banking shares since 2013, said 
Benjamin Dunn, president of Alpha Theory LLC, which works with hedge funds overseeing about $6 billion. At the same time, the shift 
reflects lingering questions about the pace of policy changes and economic improvements, he said. "The conversation I have with a lot of 
funds is, ‘My crystal ball is really cloudy right now,''' Dunn said. "There's a lot of wait and see because the soft data is good but hard data 
hasn't picked up." 

Valuations stretched 

Record US equity averages and improving business and consumer sentiment are countered by mixed economic data. Many analysts low-
ered estimates of first-quarter growth after consumer spending, the economy's primary fuel, increased less than forecast in January. At 
the same time, the Federal Reserve is poised to raise interest rates. The gap between two-year and 30-year interest rates, known as a 
yield curve, hovers near its lowest level in four months, data from Bloomberg show, suggesting limited potential for growth and inflation. 

Though growth could pick up down the road, valuations may have stretched too far for comfort, said Mark Connors, Credit Suisse's global 
head of risk advisory in New York. Taking a more defensive stance protects fund managers whose lack of bearish bets would leave them 
vulnerable to any sudden sell offs. "Caution, hesitation on valuations, whatever you want to call it, now they're digesting information 
while the yield curve is flattening, not steepening," said Connors by phone. Credit Suisse based its estimates on data from its prime bro-
kerage accounts, which offer trading and other cash management services to hedge funds. 

http://money.cnn.com/2017/03/07/investing/carl-icahn-betting-against-trump-rally/index.html?iid=hp-stack-dom
http://www.fitchratings.com/
https://twitter.com/tracyalloway/status/838610942845988864
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Defensive shift 

To be sure, hedge fund portfolios still contain more financial stocks than usual, according to Credit Suisse. But since December they've 
reduced their net exposure to banks by 15%, which is atypical considering the pending rate hike, Connors said. Before rate increases in 
2015 and 2016 hedge funds added finance shares. While profit-taking alone would be a logical conclusion to the 24% rally in the banking 
industry since the US presidential election in November, evidence indicates a shift toward defensive plays. 

Funds increased their gold exposure by two-fold while selling base metals like copper, which benefit from an uptick in growth, Credit 
Suisse data show. One large category of hedge funds which primarily trade futures, known as macro CTAs, are now net short US equities 
for the first time since before the election, the data show. Most notably, hedge funds ditched consumer discretionary companies this 
year. It follows skepticism that any economic recovery will not help the consumer, putting the onus on Washington to rev up growth 
through fiscal policy, a notoriously slow process, Connors said. "Until the rubber meets the road on timing, they're going to wait," Con-
nors said. "It's not a reversal, but it's definitely taking some chips off the table and getting more defensive." 

Bloomberg 

Net % of central banks saying whether they will in-/decrease future allocations in each asset class 

 

The Wall Street Journal 

Chinese PPI topped expectations in February (7.8% vs expected 7.7%), but is about to collapse 

 

Nordea Markets 

Have tax reforms expectations faded? 

 

Goldman Sachs 

https://www.bloomberg.com/news/articles/2017-03-07/hedge-funds-gird-for-stock-selloff-as-valuations-rattle-nerves
https://www.wsj.com/articles/central-banks-embrace-risk-in-era-of-low-rates-1485133603
http://www.nordeamarkets.com/
http://www.gs.com/
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Uneven burden 

 

Bloomberg 

US real weekly earnings and consumer confidence 

 

The Institute of International Finance 

High-speed traders see earnings squeeze 

 

Bloomberg 

Net of central bank buying, global supply to private investors was nearly 0 for 2016 

 

BofA Merrill Lynch  

https://www.bloomberg.com/news/articles/2017-03-02/saudi-arabia-still-bears-brunt-of-oil-cuts-as-opec-output-drops
http://www.iif.com/
https://www.bloomberg.com/news/articles/2017-02-08/high-speed-trader-tower-research-buys-stake-in-microwave-network
http://www.bankofamerica.com/
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Video of the month 

David Stockman: Trump's in fiscal "la la land" 

Former Reagan Budget Director David Stockman on why he thinks a debt crisis is already here. 

 

Click to watch 

FOX News 

Joke of the month 

Q: Why will there never be a coup d'état in Washington? A: Because there's no American embassy there. 

Cartoon of the month 

  

http://video.foxbusiness.com/v/5341550706001/?#sp=show-clips
http://video.foxbusiness.com/v/5341550706001/?#sp=show-clips
http://video.foxbusiness.com/v/5341550706001/?#sp=show-clips
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Secession movements in Africa 

 

BBC 

How banned countries rank in US immigration system 

 

The Wall Street Journal 

You're afraid of power, not Trump 

You aren't scared of Trump the person. Trump has been on this earth for 70 years and other than a general distaste for him, no one 
ever feared for their life because Trump walked the earth. He could do what he wanted because he didn't affect your life. He had no 
control over you. What you fear is the power he now wields. Republicans felt the same way eight years ago, when Obama was elected, 
only for them, it was gun rights and religious persecution. We all remember the mass hysteria that drove gun prices up 200 even 300%. 
Obama called them bitter clingers; many others called them crazy right-wing conspiracy theorists. 

THINK TANK 

http://www.bbc.com/news/world-africa-29209741
https://www.wsj.com/articles/countries-under-u-s-entry-ban-arent-main-sources-of-terror-attacks-1485708300
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Those of you on the progressive left fear Trump because he is going to have control over you. He has the power to affect your personal 
life and the lives of those you love and he has threatened to use that power in a way you find unthinkable. But what if government had 
no power over your personal life? What if Trump could make all the threats he wanted, but had no means to act on his evil desires? See, 
everyone loves the benevolent dictator or even a brutal one, as long as his wrath is pointed in the other direction. Everyone loves the 
advancement of their own personal agenda, as long as the not so nice parts are pointed elsewhere. We are far too quick to trade our 
freedoms and liberties on the promise that our compassionate leaders will crush our evil opposition. But every power used to control 
our political and social enemies can also be used to control us. 

Foundation for Economic Education 

The colossal untapped value of asteroids 

 

Statista 

Don't threaten business with a "border tax" — Instead, make the US a good place to do business 

President Trump's reference to "fair trade" was naive and deceptive: "So I don't call that free trade, what we want is fair trade, fair trade, and 
we're going to treat other countries fairly but they have to treat us fairly," he claimed. This seemingly was his second-worst stray into the 
Bernie Sanders level of economic illiteracy, after calling the free market, "the dumb market." 

In recent decades, "fair trade" has usually denoted the practice of those in wealthy countries paying inflated prices for goods in order to 
supposedly pay higher wages to those workers in less-developed countries who produce said product. In reality, this results in unemploy-
ment for many of the workers and those who keep their job aren't paid all that much more. The bureaucracy involved in the deal is the pri-
mary beneficiary. It turns out folks could do a lot more good for less by buying the cheaper alternative to fair-trade boondoggles and do-
nating the difference to charity. 

The same goes for President Trump's border tax plan. Just like proposals such as the minimum wage, this sounds altruistic, but it helps no 
one. The best way to bring jobs back is to make America the friendliest place in the world for innovators and job creators, not punish them 
for looking elsewhere for an alternative to business-killing taxation and regulation of the Obama years. 

The Mises Institute 

The United States spends more on defense than the next seven countries combined 

 

Peter G. Peterson Foundation 

https://fee.org/articles/youre-afraid-of-power-not-trump/
https://www.statista.com/chart/8093/the-colossal-untapped-value-of-asteroids/
http://www.usatoday.com/story/news/politics/2017/01/23/trump-pledges-major-border-tax-ceo-meeting-white-house/96949832/
http://www.dailywire.com/news/11514/trump-outsourcing-dumb-market-not-free-market-robert-kraychik
https://mises.org/blog/dont-threaten-business-border-tax-—-instead-make-us-good-place-do-business
http://www.pgpf.org/chart-archive/0053_defense-comparison
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Jesus, Marx & Darwin would be banned from UK universities today – Oxford academic 

Figures like Jesus, Charles Darwin and Karl Marx would all be banned from British universities today due to the rise of counter-extremism 
legislation and US-style "safe spaces," an Oxford professor has claimed. 

Oxford Professor of European Studies Timothy Garton Ash told an audience at the Hay literary festival that pressure groups and the state are 
carrying out a double-pronged attack on free speech. As well as Marx, Darwin and Jesus, he warned that philosophers like Rousseau and 
Hegel would today be banned from campuses. Referring to the UK government-led Prevent scheme, intended to keep extremism out of edu-
cational institutions, Garton Ash warned that "securocrats in the Home Office" are imposing bans which would "prevent even non-violent 
extremists speaking on campus." 

"Now non-violent extremists? That's Karl Marx, Rousseau, Charles Darwin, Hegel, and most clearly Jesus Christ, who was definitely a non-
violent extremist," the academic said. The Home Office "wouldn't want him preaching on campus," he added. But state intervention is only 
one side of the coin, Garton Ash said, arguing that the impact of US-style "safe space" politics, in which causing offense is held to be a grave 
sin, were also limiting freedom of speech. 

RT 

Many Europeans consider rape acceptable 

 

Statista 

In US, record-high 72% see foreign trade as opportunity 

 

Gallup 

The Intellectual Yet Idiot 

Authored by Nassim Nicholas Taleb 

What we have been seeing worldwide, from India to the UK to the US, is the rebellion against the inner circle of no-skin-in-the-game policy-
making "clerks" and journalists-insiders, that class of paternalistic semi-intellectual experts with some Ivy league, Oxford-Cambridge, or 
similar label-driven education who are telling the rest of us 1) what to do, 2) what to eat, 3) how to speak, 4) how to think… and 5) who to 
vote for. 

But the problem is the one-eyed following the blind: these self-described members of the "intelligenzia" can't find a coconut in Coconut 
Island, meaning they aren't intelligent enough to define intelligence and fall into circularities—but their main skills is capacity to pass exams 

https://www.rt.com/uk/344935-jesus-campus-ban-oxford/
https://www.statista.com/chart/6999/many-europeans-consider-rape-acceptable/
http://www.gallup.com/poll/204044/record-high-foreign-trade-opportunity.aspx/
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written by people like them. With psychology papers replicating less than 40%, dietary advice reversing after 30 years of fatphobia, macroe-
conomic analysis working worse than astrology, the appointment of Bernanke who was less than clueless of the risks, and pharmaceutical 
trials replicating at best only 1/3th of the time, people are perfectly entitled to rely on their own ancestral instinct and listen to their grand-
mothers (or Montaigne and such filtered classical knowledge) with a better track record than these policymaking goons. 

Indeed, one can see that these academico-bureaucrats wanting to run our lives aren't even rigorous, whether in medical statistics or poli-
cymaking. They can't tell science from scientism—in fact in their eyes scientism looks more scientific than real science. (For instance, it is 
trivial to show the following: much of what the Cass-Sunstein-Richard Thaler types—those who want to "nudge" us into some behavior—
much of what they call "rational" or "irrational" comes from their misunderstanding of probability theory and cosmetic use of first-order 
models.) They are prone to mistake the ensemble for the linear aggregation of its components as we saw in the chapter extending the minor-
ity rule. 

The Intellectual Yet Idiot is a production of modernity hence has been accelerating since the mid twentieth century, to reach its local su-
premum today, along with the broad category of people without skin-in-the-game who have been invading many walks of life. Why? 
Simply, in many countries, the government's role is ten times what it was a century ago (expressed in percentage of GDP). The IYI seems 
ubiquitous in our lives but is still a small minority and rarely seen outside specialized outlets, social media, and universities—most people 
have proper jobs and there are not many opening for the IYI. 

Beware the semi-erudite who thinks he is an erudite. 

The IYI pathologizes others for doing things he doesn't understand without ever realizing it is his understanding that may be limited. He 
thinks people should act according to their best interests and he knows their interests, particularly if they are "red necks" or English non-
crisp-vowel class who voted for Brexit. When Plebeians do something that makes sense to them, but not to him, the IYI uses the term "uned-
ucated". What we generally call participation in the political process, he calls by two distinct designations: "democracy" when it fits the 
IYI, and "populism" when the plebeians dare voting in a way that contradicts his preferences. While rich people believe in one tax dollar 
one vote, more humanistic ones in one man one vote, Monsanto in one lobbyist one vote, the IYI believes in one Ivy League degree one-vote, 
with some equivalence for foreign elite schools, and PhDs as these are needed in the club. 

More socially, the IYI subscribes to The New Yorker. He never curses on twitter. He speaks of "equality of races" and "economic equality" 
but never went out drinking with a minority cab driver.  

The IYI has a copy of the first hardback edition of The Black Swan on his shelves, but mistakes absence of evidence for evidence of ab-
sence. He believes that GMOs are "science", that the "technology" is not different from conventional breeding as a result of his readiness to 
confuse science with scientism. 

Typically, the IYI get the first order logic right, but not second-order (or higher) effects making him totally incompetent in complex do-
mains. In the comfort of his suburban home with 2-car garage, he advocated the "removal" of Gadhafi because he was "a dictator", not real-
izing that removals have consequences (recall that he has no skin in the game and doesn't pay for results). 

The IYI is member of a club to get traveling privileges; if social scientist he uses statistics without knowing how they are derived (like Steven 
Pinker and psycholophasters in general); when in the UK, he goes to literary festivals; he drinks red wine with steak (never white); he used to 
believe that fat was harmful and has now completely reversed; he takes statins because his doctor told him so; he fails to understand er-
godicity and when explained to him, he forgets about it soon later; he doesn't use Yiddish words even when talking business; he studies 
grammar before speaking a language; he has a cousin who worked with someone who knows the Queen; he has never read Frederic Dard, 
Libanius Antiochus, Michael Oakeshot, John Gray, Amianus Marcellinus, Ibn Battuta, Saadiah Gaon, or Joseph De Maistre; he has never got-
ten drunk with Russians; he never drank to the point when one starts breaking glasses (or, preferably, chairs); he doesn't know the differ-
ence between Hecate and Hecuba; he doesn't know that there is no difference between "pseudointellectual" and "intellectual" in the ab-
sence of skin in the game; has mentioned quantum mechanics at least twice in the past 5 years in conversations that had nothing to do with 
physics; he knows at any point in time what his words or actions are doing to his reputation. 

But a much easier marker: he doesn't deadlift. 

Medium 

Total number of sovereign defaults and/or reschedulings in Europe since 1800 

 

Daily Reckoning  

https://medium.com/@nntaleb/where-you-cannot-generalize-from-knowledge-of-parts-continuation-to-the-minority-rule-ce96ca3c5739#.6558ggy8m
https://medium.com/@nntaleb/where-you-cannot-generalize-from-knowledge-of-parts-continuation-to-the-minority-rule-ce96ca3c5739#.6558ggy8m
https://medium.com/incerto/the-intellectual-yet-idiot-13211e2d0577#.qb4a1ptnr
https://dailyreckoning.com/default-therapy/
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A virtually new world 

 

The Economist 

Since 1990, Asia has dominated skyscraper building 

 

The Guardian 

Republicans who live closer to the Mexican border less supportive of wall 

 

 

Pew Research Center 

Quebec language police try to ban "pasta" from Italian restaurant menu 

Zealots in the Office québécois de la langue française (Quebec Board of the French Language) may have gone a step too far in picking a 
fight with an Italian restaurant known for its celebrity clientele including Bono, Rihanna, Leonardo DiCaprio, Jerry Seinfeld and Robert De 
Niro. 

After a five-month investigation into an anonymous complaint, Massimo Lecas received a letter from the board telling him that his estab-
lishment, Buonanotte, had broken the law by including the words "pasta" on the menu and "bottiglia", the Italian word for bottle, instead 
of the French word bouteille. 

TIME OUT 

http://www.economist.com/news/special-report/21707048-small-group-giant-companiessome-old-some-neware-once-again-dominating-global
https://www.theguardian.com/cities/2017/feb/03/skyscrapers-vanity-height-graphics-numbers
http://www.pewresearch.org/fact-tank/2017/03/08/in-republicans-views-of-a-border-wall-proximity-to-mexico-matters/ft_17-03-07_borderwall_proximity/
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Outraged, Lecas posted the letter for 2,500 of his Facebook friends to see. In doing so, he unleashed a political tempest over one of the 
most sensitive topics up for debate in the province. The outcry has forced the Quebec government to rein in its language inspectors, en-
sure exceptions to the rules are made for ethnic food and restaurant menus and order a review of how it handles public complaints.  

The Guardian 

Top Ocado investors hold more than 100% of shares 

The top 26 investors in Ocado have claims on more than 100% of the online grocer's shares, an unusual situation created by its main 
shareholders buying borrowed stock and in effect acquiring double rights to some holdings. 

The Financial Times 

Art market bubble bursting – Gauguin collapses 74% to $22 million 

Art market bubble bursting? 

Russian billionaire takes 74% loss in "investment" 

$85 million Gauguin bought by Dmitry Rybolovlev in 2008 

Christie's auctioned the work at its evening sale in London 

Global art sales plummet, but China rises as "art superpower" 

China soon to dominates global art and gold market 

Art price volumes doubled since 2009 

As currencies debase super rich seek out stores of value 

GoldCore 

Copper prices zigzagged wildly when almost no one was trading 

 

Bloomberg 

Would you take LSD to give you a boost at work? WIRED takes a trip inside the world of microdosing 

Under pressure to perform, Silicon Valley champions are taking tiny hits of LSD before heading to work. Are they risking their health or 
optimizing it? 

It's 7am on a sunny Friday in a shared house in the sleepy San Francisco neighborhood of Richmond. Flatmates buzz in and out of the kitchen 
as Lily (not her real name), a publicist for several startups, sits down with cup of tea and a credit-card-sized bag of dried magic mushrooms. 
The 28-year-old breaks up the caps and stems and places them into a herb grinder. She then scoops the pulverized mixture into empty gel pill 
capsules, weighing each one on a tiny scale. Once finished, she pops one of the capsules into her mouth and washes its down with PG Tips. 
She's now ready to start her working day. "It helps me think more creatively and stay focused," she says. "I manage my stress with ease and 
am able to keep my perspective healthy in a way that I was unable to before." 

Lily is one of many young professionals in San Francisco and beyond experimenting with "microdosing": taking small quantities of psychedelic 
drugs - typically LSD or psilocybin mushrooms - every few days in the hope of improving their performance at work. In small amounts, say, a 
tenth of a full dose, users don't experience a consciousness-altering "trip", but instead report improvements in concentration and problem 
solving, as well as a reduction in anxiety. 

WIRED 

https://www.theguardian.com/world/2013/mar/01/quebec-language-police-ban-pasta
https://www.ft.com/content/6b7c8a5a-eec0-11e6-930f-061b01e23655
http://www.goldcore.com/us/gold-blog/art-market-bubble-bursting-gauguin-priced-85-million-collapses-74/
https://www.bloomberg.com/news/articles/2017-02-22/copper-prices-zigzagged-wildly-when-almost-no-one-was-trading
http://www.wired.co.uk/topic/San%20Francisco
http://www.wired.co.uk/topic/drugs
http://www.wired.co.uk/topic/anxiety
http://www.wired.co.uk/article/lsd-microdosing-drugs-silicon-valley
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This man had a novel way to short Target's stock—by blowing up its stores 

For as long as there have been publicly traded stocks, there have been investors looking for ways to game the market. Few schemes are 
quite as explosive as the one Mark Charles Barnett is alleged to have planned. Barnett—a registered sex offender living in Ocala, Flor-
ida—hired a man to set off bombs in Target stores along the East Coast to tank the retailers stock, according to federal prosecutors. In 
the aftermath, as the company's shares would fall, Barnett planned to buy them at a discount and—theoretically, and assuming he wasn't 
caught—sell them at a profit once prices rebounded. 

Barnett hired an accomplice for $10,000 and outfitted him with at least 10 bombs disguised as boxes of pasta, breakfast bars, and stuff-
ing mix to place on the shelves of stores in New York, Virginia, and Florida, it is alleged. The unnamed accomplice was warned not to jos-
tle the bombs—they weren't designed to kill, but could "take your hand off." Everything was going swimmingly until the accomplice 
wised up and, on Feb. 13, told authorities about Barnett's investment strategy and turned over the bombs. Barnett was arrested and 
faces up to 10 years in prison. Did the company ever think its trademark bullseye logo would be taken so literally? 

Quartz 

This doomsday clock tells you when Japan's sex problem will cause the country to go extinct 

Mark August 16, 3766 on your calendar. According to a countdown clock put together by researchers at Tohoku University, that's the date 
Japan's population will dwindle to one. 

For 25 years, the country has had falling fertility rates, coinciding with widespread aging. The worrisome trend has now reached a critical 
mass known as a "demographic time bomb." When that happens, a vicious cycle of low spending and low fertility can cause entire genera-
tions to shrink — or disappear completely. 

The doomsday clock developed by Hiroshi Yoshida and Masahiro Ishigaki, economists at Tohoku University, relies on population and fertility 
data from 2014 and 2015. In April of 2014, there were 16.32 million children. By the following year, the total had fallen to 16.17 million, a 
drop of approximately 153,000. Yoshida and Ishigaki's model estimates there are fewer than 16 million children alive in Japan today; the 
number only continues to fall. Within the next 1,750 years, the Japanese people could be no more. 

Business Insider 

Some election interference is more equal than others 

 

TIME 

Venezuela: 75% of population lost 19 pounds amid crisis 

Venezuela's Living Conditions Survey found that nearly 75% of the population lost an average of at least 19 pounds in 2016 due to a lack of 
proper nutrition amid an economic crisis. The survey, called ENCOVI, is a joint effort conducted by the Central University of Venezuela, the 
Andrés Bello Catholic University and the Simón Bolívar University, along with the Fundación Bengoa food and nutrition group and other non-
governmental organizations. Venezuelans are not consuming the 2,000 recommended daily calories needed, the survey said. 

According to the survey, 82.8% of Venezuelans are considered poor due to their income. Venezuela is facing a political and economic crisis in 
which basic goods such as food and medicine are in short supply, unavailable or unaffordable. The United Nation's Economic Commission for 
Latin America and the Caribbean predicts Venezuela's gross domestic product will decrease 4% in 2017, while the International Monetary 
Fund estimates inflation will increase 1,600%. 

http://www.nbcnews.com/news/us-news/florida-man-charged-trying-blow-target-stores-tank-company-s-n722071
https://corporate.target.com/corporate-responsibility/marketing-resources
https://qz.com/913803/a-florida-man-planned-to-blow-up-targets-tgt-stores-as-a-way-to-short-the-retailers-stock/
http://mega.econ.tohoku.ac.jp/Children/index_en_2015.jsp
http://nationalinterest.org/feature/the-demographic-timebomb-crippling-japans-economy-12479
http://uk.businessinsider.com/demographic-time-bomb-clock-japan-2016-9?r=US&IR=T
http://content.time.com/time/covers/0,16641,19960715,00.html
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Martiza Landaeta, a doctor specialized in nutritional food planning who is the coordinator of research and teaching at Fundación Bengoa, 
said the government of President Nicolas Maduro needs to urgently address the "intensive" food crisis in Venezuela, RunRunes journalist 
Lorena Meléndez reported. "Our children, adolescents, mothers and elderly are dying," Landaeta said. 

UPI 

"Marijuana cannon" used to fire drugs over US border seized in Mexico 

Police in the border city of Mexicali say they have recovered a powerful improvised cannon 
used to hurl packets of marijuana across a border fence into California. 

Police told the Televisa network that the device was made up of a plastic pipe and a crude 
metal tank that used compressed air from the engine of an old car. 

The apparatus fired cylinders packed with drugs that weighed as much as 13 kilos, police said. 
It was confiscated after US officers told Mexican police that they had been confiscating a large 
number of drug packages that appeared to have been fired over the border. Mexican police on 
the border have recovered a series of similar devices in recent years. 

The Guardian 

As obesity rises, remote Pacific islands plan to abandon junk food 

While many governments struggle to ban soda to curb obesity, the tiny Torba Tourism Council in the remote Pacific island nation of Vanu-
atu is planning to outlaw all imported food at government functions and tourist establishments across the province's 13 inhabited islands. 
Provincial leaders hope to turn them instead into havens of local organic food. The ban, scheduled to take effect in March, comes as many 
Pacific island nations struggle with an obesity crisis brought on in part by the overconsumption of imported junk food. "We want to ban all 
other junk food from this province," Luke Dini, the council's chairman and a retired Anglican priest, said in a telephone interview from 
Torba. He said the province had about 9,000 residents and got fewer than 1,000 tourists a year, mostly Europeans. 

The New York Times 

Sweden complains it is collecting too much tax 

The government will have to repay more than £3.5bn to businesses and individuals who purposely paid too much tax in 2016. While bank 
interest rates plummeted, Swedish tax rules meant that excess deposits in taxpayers' payment accounts continued to earn a minimum of 
0.56% annual interest, leading many people to use them like makeshift bank accounts. Most governments would be pleased with an annual 
budget surplus more than twice the forecast size. But Stockholm has complained that this "involuntary borrowing" from residents will cost it 
around SKr800m more over 2016 and 2017 than if they had borrowed the money at market rates.  

The Financial Times 

Public perception of crime rate at odds with reality 

 

Pew Research Center 

House passes bill allowing government to microchip citizens with "mental disabilities" 

Though the bill only targets those with conditions such as Alzheimers and autism, critics say the bill's passage will open a "pandora's box" 
of invasive government surveillance. 

True Activist  

http://www.upi.com/Top_News/World-News/2017/02/19/Venezuela-75-of-population-lost-19-pounds-amid-crisis/2441487523377/
https://www.theguardian.com/world/2013/feb/27/marijuana-cannon-us-border-seized-mexico
https://www.nytimes.com/2017/02/19/world/asia/junk-food-ban-vanuatu.html
https://www.ft.com/content/dfeb2376-f8f5-11e6-9516-2d969e0d3b65
http://www.pewresearch.org/fact-tank/2016/11/16/voters-perceptions-of-crime-continue-to-conflict-with-reality/ft_16-11-16_crime_trend/
http://www.trueactivist.com/house-passes-bill-allowing-government-to-microchip-citizens-with-mental-disabilities/


 

Put into perspective – March 2017 

 

 

19 
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Bruno J. Schneller, CAIA Miranda Ademaj 

 

 LinkedIn profile  LinkedIn profile 

 

 

About us 

Skënderbeg Alternative Investments AG, investment adviser of the Skënderbeg Fund, began operations in December 2013 and is based in 
Zurich. The company consists of a team of specialists and has long-standing and financial crisis proven experience in the hedge fund sector. 
The team has an excellent network with direct and personal access to the top talents in the industry. 

The multiple award-winning, UCITS-compliant Skënderbeg Fund* specializes in long/short equity strategies and offers investors access to 
exceptional hedge fund investments on a global scale. The fund of hedge funds was launched in February 2014 with a concentrated portfolio 
of 10-15 small to mid-sized managers who are typically overlooked by larger shops. 

For more information on Skënderbeg Alternative Investments AG, please visit www.skenderbeg.ch. 

 

*The Skënderbeg Fund is domiciled in Liechtenstein and not registered for public distribution outside its legal domicile. 

 

 

Contact us 

Skënderbeg Alternative Investments AG  
Seestrasse 17 
8702 Zollikon 
Switzerland 
info@skenderbeg.ch 
T: +41 43 535 77 52 

          

http://ch.linkedin.com/pub/bruno-j-schneller-caia/4/387/13a?trk=pub-pbmap
http://ch.linkedin.com/pub/miranda-ademaj/41/574/2b1
http://www.skenderbeg.ch/
http://ch.linkedin.com/pub/bruno-j-schneller-caia/4/387/13a?trk=pub-pbmap
http://ch.linkedin.com/pub/miranda-ademaj/41/574/2b1
https://twitter.com/Skenderbeg_Fund
https://www.linkedin.com/company/skenderbeg-alternative-investments
https://www.facebook.com/skenderbegfund
https://plus.google.com/102497734178991008200
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Unauthorized disclosure prohibited 

The information provided in this publication is private, privileged, and confidential information, licensed for your sole individual use as a sub-
scriber. Skënderbeg Alternative Investments AG reserves all rights to the content of this publication and related materials. Forwarding, copy-
ing, disseminating, or distributing this report in whole or in part, including substantial quotation of any portion the publication or any release 
of specific investment recommendations, is strictly prohibited.  

Participation in such activity is grounds for immediate termination of all subscriptions of registered subscribers deemed to be involved at 
Skënderbeg Alternative Investments AG's sole discretion, may violate the copyright laws, and may subject the violator to legal prosecution. 
Skënderbeg Alternative Investments AG reserves the right to monitor the use of this publication without disclosure by any electronic means 
it deems necessary and may change those means without notice at any time. If you have received this publication and are not the intended 
subscriber, please contact info@skenderbeg.ch. 

 

Disclaimers 

Put in perspective is published by Skënderbeg Alternative Investments AG. Information contained in this publication is obtained from sources 
believed to be reliable, but its accuracy cannot be guaranteed. The information contained in this publication is not intended to constitute 
individual investment advice and is not designed to meet your personal financial situation. The opinions expressed in this publication are 
those of the publisher and are subject to change without notice. The information in this publication may become outdated and there is no 
obligation to update any such information. 

Bruno J. Schneller and Miranda Ademaj, the editors of this publication, are the founders and owners of Skënderbeg Alternative Investments 
AG. Skënderbeg products may hold or acquire securities covered in this publication, and may purchase or sell such securities at any time, all 
without prior notice to any of the subscribers to this publication. Such holdings and transactions by these Skënderbeg products may result in 
potential conflicts of interest, although the editor believes that any such conflict of interest will be mitigated by the nature of such securities 
and the limited size of the holdings of such securities by the applicable Skënderbeg products.  

Skënderbeg Alternative Investments AG, employees, officers, family, and associates may from time to time have positions in the securities or 
commodities covered in these publications or web site. Corporate policies are in effect that attempt to avoid potential conflicts of interest 
and resolve conflicts of interest that do arise in a timely fashion.  

Skënderbeg Alternative Investments AG reserves the right to cancel any subscription at any time. Cancellation of a subscription may result 
from any unauthorized use or reproduction or rebroadcast of any Skënderbeg Alternative Investments AG publication or website, any in-
fringement or misappropriation of Skënderbeg Alternative Investments AG's proprietary rights, or any other reason determined in the sole 
discretion of Skënderbeg Alternative Investments AG. 
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