Dear Investors, 

I would like to give you an update on the second quarter of 2009. 
Year to date the fund returned 4.70%. The peak performance was 22.5% and the fund never returned less than 0% in the period. Our best day was +4.8% and the worst day was -5.2%. The average volatility of the fund was 1.25% annualized. Year to date the fund was on average 85% invested, during the second quarter the fund was 110% invested. We used equity, options, currencies and commodity products. 
Our best investment was the RSX, the Russian ETF. We made 7.5% with the RSX. We decided to exit the position at the end of the second quarter. The main drivers for the Russian market were the recovery of the oil price and the drop of cost of capital in emerging markets. The cost of capital issue was particularly difficult in Russia and brought down the market in the first quarter. After the global markets recovered Russia enjoyed one of the strongest recoveries. However, this trend has reversed and we need to understand better where Russia stands to get back into it. For now the risk/reward doesn't look compelling. 

We made 2% with NYSE, the listed vehicle of the New York Stock Exchange. We believe the company is a potential takeover target and even if there is no bid the stock price doesn't reflect the potential for cost savings. The stock trades at much lower multiples than most of it's peers which makes it even more interesting as a target. We are still long the stock. 

We paid around 2.5% for the market hedge, i.e. we bought puts on the S&P500 which expired worthless. 
We lost 1% on Oil calls, we are long the December 80 calls. 

Summary and outlook 

The fund was up around 22.5% at it's peak which was mainly driven by the strong performance of Russia and the Oil calls. Together both investments were up around 15% at the peak. We gave up most of the gains because oil dropped within 10 days from 73 to 60. 
Despite the sharp correction of the oil price we still believe oil needs to be more than 80$ per barrel and hence we position ourselves accordingly. We are long the December 80 calls and we are considering other oil related investments. 
We bought the Chinese Renminbi at 6.83 to the Dollar. We believe there is a high probability that the currency appreciates more than expected in the near term. 


