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DEXION EQUITY ALTERNATIVE LIMITED – INVESTOR AUDIO WEB CONFERENCE CALL 

On 20 July 2010 Dexion Capital plc hosted an investor audio web conference call with K2 Advisors L.L.C. (ñK2ò) the 

Investment Adviser to Dexion Equity Alternative Limited (ñthe Companyò) or (ñDEALò). 

Present on the call were: 

John „Brooks‟ Ritchey Jr (“BR”), Managing Director (focusing on portfolio construction and macro factor analysis) at 

K2 and Robin Bowie (“RB”), Chairman of Dexion Capital plc 

An edited transcript of the call with an overview of the topics discussed is provided below. 

A link to the audio replay of the call with accompanying slides can be found on the Companyôs website at: 

www.dexionequity.com under the Web Conference section. 

INTRODUCTION 

BR: In outline our discussion will take a brief look at performance and then will mention some of the current macro 

themes that our managers and some of the strategists are focusing on; then the outlook for the portfolio and for 

the markets in general. We are seeing some interesting investor trends in terms of people shifting away from 

long-only assets into more hedged products, so we will discuss that. Then we will review the different strategy 

buckets currently held by the DEAL portfolio, take a look at the historical performance characteristics and talk 

about the outlook going forward.  

PERFORMANCE 

BR: If we look at the performance review, I would like to focus on two areas.  

a) Past 12 months - The recent performance over the past 12 months has been slightly positive, with a total 

return of 2.44%. For reference that is underperforming most of the long-only equity markets, such as the 

FTSE100 which, in local terms, was up about 15.7%. We were able to capture 15% of that performance 

over the prior 12 months. Our standard deviation (volatility) has been very low at 3.88%, only about 22% 

relative to the FTSE100 [standard deviation] of 17.6%. The DEAL portfolio has delivered slight gains with 

very low volatility relative to long-only equity.  

b) Past 5 years - It is a better relative and absolute story over the past five years. The annualised return of 

the DEAL portfolio is 2.92%. For reference the FTSE100 annualised return is down about -0.78% (or it has 

declined by just less than 1%). The Fund has delivered stronger relative performance over the longer term 

horizon. Again the standard deviation of the DEAL portfolio has been much lower relative to long-only 

equities [FTSE100], about 37% relative volatility; at 5.85% [for the DEAL portfolio] versus 15.7% [for the 

FTSE100]. Not a fantastic period, but, we believe it is a strong relative return period given the recent crisis 

we saw in 2008 and the choppiness in global equity markets.  

http://www.dexionequity.com/
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RECENT MACRO THEMES 

BR: Moving on, to some of the big picture items that have been the focus of our investors and our managers for the 

last six months.  

 Sovereign debt concerns 

 Many of listeners will be familiar with the sovereign debt concerns and the related issues, primarily during the 

end of the first quarter and early in the second quarter of this year, namely the Greek debt crisis and the 

resulting European Union sovereign support package that was put together in May of approximately $962 billion 

to support any sovereign credit concerns. This situation was a key event for managers during the first half of the 

year.  

 European bank solvency concerns 

 There is some ongoing discussion amongst our managers and the strategists, regarding the upcoming 23 July 

2010 stress tests involving the European banking system and their degree of liquidity and health of the balance 

sheets. Managers and our team here continue to monitor for European bank solvency concerns.  

 Regulatory shifts 

 The regulatory shifts are primarily in healthcare. In the US there was the Obama Bill passed to restructure many 

of the regulations and policies involving healthcare during the first quarter, and that has caused some managers 

operating in the healthcare sector and some of the equity long short managers to look for the impact of that 

policy shift on different industries and different subsectors within the healthcare industry. More recently in the 

UK and the US, we have seen the Financial Regulation Reform Bill passed, the Dodd-Frank Bill, and then the 

FSA restructuring and other financial sector regulatory shifts in the UK and parts of Continental Europe has 

been a focal point for managers looking at the impact on the different subsectors of the financial industry. There 

has been a lot of focus on the potential outlook for long versus short opportunities. Additional to that we have 

seen the circuit breakers and some other technical items come into place, primarily in the US, to attempt to limit 

intra-day, intra-week and intra-month volatility.  

 Government austerity plans 

 In response to the sovereign debt concerns, the UK, Germany and some other governments have a heightened 

sense of tightening their budget and their spending plans. We refer to that generally as ógovernment austerity 

policy shifts or plansô, and believe that it will help cap outright economic growth and that will create some 

sector-versus-sector and even stock-versus-bond and long-versus-short opportunities that our managers are 

focusing on. It also illustrates that there is a fairly strong potential shift in regional focus to where the growth 

may be in the future, with the US which may continue on a steady, although muted, growth path, whereas 

Continental Europe may continue to operate at below trend line growth rates; and then the Asian markets, with 

China versus developed Asian growth differentials. These austerity plans are adding to a larger opportunity set 

where regional long-versus-short opportunities are presenting themselves.  

 Economic and earnings growth slowdown 
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 We just talked about Chinese GDP growth increasing and US GDP growth being positive but at muted levels. 

We saw very strong earnings growth last year 2009. There is some discussion by strategists regarding a slow-

down in year-over-year earnings growth, especially when looked at on a sector-by-sector basis, and that is 

fuelling the thought that the markets will be, not so much trending higher, but more choppy, with certain sectors 

and certain regions and certain asset classes doing better than others. The US GDP growth for 2011 is looking 

at, possibly, 2.9% year-over-year growth, so nothing substantial there. In the European region, the Eurozone, 

consensus growth that we are hearing is for only 1.3% growth in 2011 - some evidence of the growth 

differentials today and looking forward.  

RECENT MACRO THEMES 

BR: To summarise the broad concept (see Exhibit 1 below) if 2008 was the credit crisis; and 2009 was the green 

shoots recovery, then what we have seen from the managers in the last 5 ï 6 months has been this large 

variant in fundamentals There are some strong cases for positives at the micro level, in terms of specific 

industries and specific sectors (on the right side) in terms of balance sheets being healthy and earnings growth, 

but we are hearing simultaneously, that managers are concerned about the macro negatives, the sovereign 

debt and the unemployment rate (on the left side). 

 Exhibit 1: Review of Market Environment 

 
Source: K2 Advisors LLC 

 We have already mentioned slow GDP growth, the European banking struggles and there continues to be an 

overhang in real estate globally. This is a picture that we think gives further support to the fundamental 

uncertainty that will cap long-only market gains. It will not put undue pressure on equity markets; but will cap 

any strong upside; and it will focus managers on less directional exposures, more of a long-versus-short 

opportunity set. We do believe that in 2011, this fundamental uncertainty gap, this macro-negativity versus 

micro-positive scenario, will start to converge in, and that will be one of the core catalysts for the expected 

performance going forward. 

 So, to summarise some of these key outlook points that, for example Goldman Sachs and Credit Suisse are 

mentioning; there is talk about the recent interest rate cuts and stimulus packages coming to an end, maybe 

sometime in 2011. So we and our managers are on guard there to see what impact that may have.  
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 We mentioned the corporate cost cutting benefits that improved the balance sheet and earnings recently. 

Employment recovery, is below the historical averages; currently in the US there is about a 9.5% 

unemployment rate, but Goldman Sachs, doesnôt see any strong gains in terms of employment. We do consider 

the ongoing sovereign debt monitoring and there are some upcoming debt maturity cycles that we need to be 

aware of. Then there is financial sector reform - what will the impact be on reserve ratios and investor appetite 

towards regional banks and/or global banks?  

 We had a meeting with a Credit Suisse strategist and he also mentioned similar concepts and similar 

monitoring points namely China, potential monetary tightening, fiscal spending cuts and tax increases. We 

mentioned the austerity budgets and fiscal tightening in European countries as well, and he did make the point 

that market volatility will remain above the historic average, so we will continue to see choppy markets, albeit 

somewhat neutral in terms of expected performance.  

 I mentioned at the offset the recent volatility. The recent reduction in momentum in terms of the rally in credit 

issues and long-only equities has meant that we have seen an influx of investor interest moving to hedge 

product classes and away from outright equities or corporate bonds; but that is just a brief observation on 

investor risk appetite.  

Equity Long Short Strategy 

BR: So moving into the various strategy óbucketsô we begin by looking at equity long-short strategy, and one of the 

key metrics we monitor, is dispersion. Our definition of dispersion, is shown on this chart (see Exhibit 2 below), 

the blue line with the red circle around it for the recent observation. That blue line is really the historical review 

of the difference between the top 25% performers, inside the S&P 500, minus the bottom 25% performers. So it 

is best case that a manager was long the top 25% and was short the bottom 25% and these are the sorts of 

returns one could have generated. This is our proxy for the alpha opportunity environment. You can see as 

highlighted in the red circle that dispersion has picked up substantially. It has nearly more than doubled in the 

last 6-8 months. So there is a fair amount of performance variance or performance spread within the S&P 500.  

 Exhibit 2: Equity Long Short Strategy – returns dispersion 

 
Quartile Dispersion ï Performance difference between the best and the worst performing stock quartiles 

Data through March 2010. Source:  Bloomberg, S&P 
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 Historically when dispersions been high, the average annual returns of the HFRI Equity Hedge index, have 

been over 13%, see the yellow highlight box on the left side. In periods of low dispersion environments, the 

returns have been 7.5%. So if we are returning to a high dispersion environment, that should sustain itself, we 

do believe that you will see above average returns going forward from this strategy. 

 Further evidence of dispersion can be seen when looking across the various sectors, in this case inside the 

Morgan Stanley World Index (see Exhibit 3 below). In just the first quarter, we saw gains in Consumer Durables 

& Apparel (on the left side of the chart) up 10.8%; while during the same period (on the right side) the 

Consumption Material sector lost -8.6%. In terms of subsector returns during the first quarter, there was a +19% 

variance, against the quarter of equity long-short performance dispersion 

 Exhibit 3: Equity Long Short Strategy – Sector dispersion 

 
Data through March 2010.  Source:  MSCI, Bloomberg  

 

 Let us now examine the last five years performance for just the equity long-short managers held within this 

portfolio (see Exhibit 4 below). If you assume that we have rebased all of the current equity long short 

managers in this portfolio, (16 managers) and we carried no cash and rebased all the current weights up to 

100% assuming it was like a stand-alone return bucket. We can see how they have done versus periods when 

equity markets were up or down in a given month, or commodity indices were up or down in a given month. 

 So let us walk through a brief example and then Iôll make the summary points. If youôll look to the first column on 

the left side of this chart (Exhibit 4 below), youôll see a green bar that indicates the performance of this group of 

Managers, weighted in the current portfolio weightings, during those months that US equities (S&P 500 index) 

were higher (factor is up). The average monthly return of this set of managers was 1.63% for the month. So 

quite strong performance when the US equity market was higher as one would expect, given the sensitivity.  

 More importantly, the red bar in this column reflects those months that the US equity market (S&P 500 index) 

was lower (factor is down) for this set of Managers saw an average loss of -0.58%. So we are seeing some very 

good upside to downside asymmetry; in terms of they make 1.6% in an up month, and they lose with 0.58% in a 

down month. That is a nice historical profile and we thought that was worth highlighting in terms of the upside ï

versus-downside performance capture. 
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 Exhibit 4: Equity Long Short Strategy – Factor Regime Analysis 

 
All data in local currency.  Source:  K2, Bloomberg 

*Assumes current set of managers held in the DEAL portfolio over the period examined and rebalanced monthly with current weights normalized to sum to 100%.  
Please see Important Disclosures and Disclaimers and Definitions of Comparative Indices and Statistics at the end of the presentation, which provide detailed information regarding 

information presented herein and form an integral part hereof. Past performance is not indicative or a guarantee of future results. 
 

 If we look at some of the other factors we can see that this set of Managers does well regardless of the monthly 

move in the Barclays Aggregate Bond Index. For the Commodity Index; this set of Managers prefers a 

Commodity Index move that is moving higher, but they have preserved capital and made a small amount when 

Commodity Index on average moves lower. To highlight some further points, the average annual gains over the 

last five years of this set of Managers is 9.63% whilst US equities, for reference over the same period, has been 

-0.79%.  

 So this set of Managers has generated huge skill based alpha; strong outperformance on an absolute basis and 

on a relative basis versus at least US equities and similarly British UK FTSE 100 equities index. So we feel very 

strongly about the quality of the set of Managers in the portfolio in the equity long short strategy, as well as the 

other strategy buckets.  

Event Driven Strategy 
 

BR: In Event Driven we have seen some M&A activity pick-up this year. They are not huge deals, but there is a pick-

up in activity and on this chart (see Exhibit 5 below) the blue line is the volume of M&A activity back to 2002, it 

has been relatively low. We feel that the activity will pick up over the coming 1 ï 1½ years and we have seen 

evidence (confirmed by the managers) that it has already begun to some degree. With that volume we expect 

M&A deal spreads to pick-up and whilst currently at approx 10% we think they could move higher to 20% on the 

announced deal. In summary a positive outlook for the event driven strategy. 
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 Exhibit 5: Event Driven - Opportunity Outlook 

 
Source: Bloomberg, Barclays ï through March 2010 

 

 We can see the upside-versus-downside capture chart (Exhibit 6: Factor Regime Analysis, below); and there is 

a little bit more symmetry in the event driven strategy, these managers tend to do well when equities (S&P 500) 

are higher (factor is up) and also tend to participate during those periods when equities are lower (factor is 

down). The average of the past five years returns have been better than long-only, with much lower risk, and 

again they have shown the ability to generate skill based alpha, or performance gained independent of the 

direction of the market. So we feel strongly about the event driven subset of the portfolio. 

 Exhibit 6: Event Driven – Factor Regime Analysis 

 
All data in local currency.  Source:  K2, Bloomberg 

*Assumes current set of managers held in the DEAL portfolio over the period examined and rebalanced monthly with current weights normalized to sum to 100%.  
Please see Important Disclosures and Disclaimers and Definitions of Comparative Indices and Statistics at the end of the presentation, which provide detailed information regarding 

information presented herein and form an integral part hereof. Past performance is not indicative or a guarantee of future results. 
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Relative Value Arbitrage Strategy 

BR: One of the proxies for environments where relative value arbitrage does well, is the CBOE S&P Implied 

Volatility index (ñVIXò) this chart (Exhibit 7 below) shows the VIX Index; and the spike from 2008 when the VIX 

rose to 88. It has currently come down following a 1½ year rally, closer to the average level of about 20% 

(shown by the red line). We think this will remain at or above average going forward and the Managers are 

confirming that they sense an above average volatility regime going forward.  

 Exhibit 7: Relative Value Strategy 

 
Source: Bloomberg, As of May 7, 2010 

 

 In answering the question óWhy do you focus on volatility?ô we refer to the chart (Exhibit 8 below) that shows the 

factor regime analysis for the set of Relative Value Arbitrage Managers held within the portfolio.  

 Exhibit 8: Relative Value Strategy – Factor Regime Analysis 

 
All data in local currency.  Source:  K2, Bloomberg 

*Assumes current set of managers held in the DEAL portfolio over the period examined and rebalanced monthly with current weights normalized to sum to 100%.  
Please see Important Disclosures and Disclaimers and Definitions of Comparative Indices and Statistics at the end of the presentation, which provide detailed information regarding 

information presented herein and form an integral part hereof. Past performance is not indicative or a guarantee of future results. 
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 In reverse of what we saw above on the Equity Long Short chart (Exhibit 4) and the Event Driven chart (Exhibit 

6) this group of Relative Value Arbitrage managers tends to do very well when equity markets are under 

pressure, or as shown in the final column on the right hand side, when the VIX Index spikes higher (factor is up) 

managers have tended to do very well and act as a strong portfolio protector or portfolio diversifier.  

 We think that VIX will remain at current levels or move higher and this subset of Managers should do very well 

in those types of volatility spike environments. 

Specialist Credit Strategy 

BR: The specialist credit strategy group of managers in the portfolio; have seen a strong rally and directional rise in 

levered loan and high-yield debt in the last 1½ years. We have seen credit spreads come down from 2008 

levels. They are feeling that the bulk of the move higher, the trend move, is over and they are focusing more on 

security-specific ratings and more hedge-type opportunities. 

 The Specialist Credit chart (Exhibit 9 below) shows evidence of the upcoming maturity cycle, with the grey bars 

showing institutional levered loan maturity levels that are due. You can see in 2012/13/14 there is a massive 

debt rollover cycle pending in the institutional sector and then high-yield bonds (the blue bars) are seeing a 

similar rollover extended from 2012 to 2018. The continued maturity expected in high-yield bonds will create 

new issuance for our managers to work with, but also a sense of potential lack of access to credit, or further 

pressure on high-yield and corporate interest rates, so that in turn will create strong-credit versus weak-credit 

opportunities for the Managers within that strategy.  

 Exhibit 9: Specialist Strategy – Upcoming Maturities Cycle 

 
Source: JP Morgan, Markit  

Data through March 31, 2010 

 We are seeing an improvement, albeit slight, and the Managers are mentioning that clearly the credit crisis 

seems to have diminished from previous ópanicô levels but it is not close to returning to prior levels of normality. 

The defaulted debt levels remain high and the first quarter of 2010 is on track to continue at that high level. We 

recently looked at the real estate delinquency rates and credit card delinquency rates and they too remain high. 

So the credit crisis, on balance, is not fully recovered and there is still credit-specific and sovereign versus 

corporate-specific long-short opportunities. 
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 When looking at the historical up/down capture of the factor regime analysis for the Credit Specialist strategy 

(Exhibit 10 below), you can see that the managers in this strategy tend to be more sensitive to two-way markets 

and, again in the portfolio, they should be offset by the relative value arbitrage managers. Clearly over the past 

five years they have preferred conditions when equity markets are flat to higher and when commodity markets 

are flat to higher. They are positioned for a weak US Dollar and that seems to be the environment that has 

helped them in the past five years. We do focus on the non-market directional skills, the alpha, and they are 

showing very strong annualised alpha levels of over 8%. If we are seeing muted gains in stock and bond 

markets, then alpha will be long short opportunities and expected performance should be quite beneficial for the 

portfolio. 

 Exhibit 11: Specialist Credit – factor regime analysis 

 
All data in local currency.  Source:  K2, Bloomberg 

*Assumes current set of managers held in the DEAL portfolio over the period examined and rebalanced monthly with current weights normalized to sum to 100%.  
Please see Important Disclosures and Disclaimers and Definitions of Comparative Indices and Statistics at the end of the presentation, which provide detailed information regarding 

information presented herein and form an integral part hereof. Past performance is not indicative or a guarantee of future results. 

DEAL Portfolio Profile 

BR: If we look at the past five years factor regime analysis on the overall DEAL portfolio profile, the group of 

managers held within the portfolio clearly is a set that prefers an equity up market historically (green bars). 

Similarly, they prefer an up commodity index market. The good news is that during down market periods in 

equities and commodities this set of managers has been shown to preserve capital and not show downside 

pressure in terms of an average monthly performance. For reference, the total portfolio contained a set of 

managers during, let us say, a down month in the S&P 500 index, their average performance as a group has 

been -0.63% and we compare that to the average down month over the same period for US equities is down  

-4.8%. That is very nice capital preservation characteristics and should allow the above average alpha or long-

short opportunity to drive performance going forward as opposed to any directional trends in markets.  
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 Exhibit 12: DEAL Portfolio Profile – factor regime analysis 

 
All data in local currency.  Source:  K2, Bloomberg 

*Assumes current set of managers held in the DEAL portfolio over the period examined and rebalanced monthly with current weights normalized to sum to 100%.  
Please see Important Disclosures and Disclaimers and Definitions of Comparative Indices and Statistics at the end of the presentation, which provide detailed information regarding 

information presented herein and form an integral part hereof. Past performance is not indicative or a guarantee of future results. 

QUESTIONS AND ANSWERS 

Q What are the plans to tackle the discount at around 18%, it is wider than the peers?  

RB: Given where the peer group is now (the Board looks at Alternative Investment Strategies Ltd as one of the peer 

group members here), we could try and bring the discount in. However I think that the level that it should trade 

at, given what is going on in the rest of the sector is probably nearer to 12-14% and I hope that over time the 

whole sector will narrow. What you have seen is some buybacks over the last couple of weeks. I think that we 

are committed to controlling the discounts where possible and where there is liquidity in the Fund to do so. The 

foreign exchange lines are in good shape, because of Sterling strengthening, so we do have cash in the Fund 

and I think youôll see more activities to protect investors.  

 The only caveat to that is that we are also conscious of the size of the Fund at £80 million and it doesnôt make 

sense to shrink it significantly from here, because that causes a whole lot of other problems, so you will see 

activity to protect shareholders, but donôt expect it to be on a hugely grand scale. 

Q What is K2ôs and the underlying managersô attitude to risk in terms of gross exposures and leverage?  

BR: I see some other questions talking about leverage, so weôll spend a few minutes talking about where the 

portfolio is currently positioned and what we are hearing from managers where the managers are currently 

positioned.  

 Basically, we have seen a shift. Let us start with the risk aversion cycle. People were surprised, managers were 

surprised by the degree of the rally in 2009 and they moved their net exposures and increased their risk 

appetite during 2009, but there was a lagged effect to that.  
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 In terms of us actively managing the portfolio during 2009, recall that we had reduced the risk levels 

significantly in the portfolio during 2007 (beginning in late 2006 / early 2007) and then slightly increased the net 

exposures and the risk profile of the portfolio during 2009. We were slow to re-risk in an aggressive manner and 

we saw similar risk characteristics from our managers. They too were slow to re-risk during 2009 and they were 

suspicious of the rally.  

 Now, in 2010 we have got this bifurcation of opinions where some of the micro scenarios look quite strong 

versus the macro environment being uncertain or negative and we have seen a reduction in risk appetite even 

prior to this recent sell-off in risk assets over the last 1½ months.  

 We havenôt shifted the portfolio dramatically in terms of the risk profile, but we do stay where we are in terms of 

the net exposure of the portfolio being slightly below average versus the last four years net exposure and our 

gross exposure at the portfolio level remains very close to historical averages. We are not looking to add to any 

risk profile and if anything, it may come down slightly. Our managers have begun to bring their risk profiles 

down and they havenôt indicated that they are looking to change that direction, their risk appetite has been 

reduced and risk profiles have come down slightly from what we have seen recently.  

Q: How have the different types of managers performed through, and how have they reacted to, the recent period 

of risk aversion and the recent sell-off?  

BR: We have been very pleased with our specialist credit managersô performance this year and there are some 

managers within the equity long-short sector who have performed below expectations, but overall at the 

portfolio level we feel that given this volatility this year, the Fund is acting within expectations. We would like to 

see a further increase in returns from alpha or from longs versus shorts. We do not think that the directional 

influence of markets on performance will improve soon, so given that markets have been flat to down year-to-

date in equities and flat to up a little bit in credit, the portfolio being down slightly year-to-date is within 

expectations. So there have been no dramatic shifts and no dramatic underperforming managers given the 

recent volatility. In fact, some managers have done quite well. 
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IMPORTANT DISCLOSURES AND DISCLAIMERS 
 
Dexion Equity Alternative Limited (ñthe Companyò)ôs investments in underlying funds may be considered speculative and involve a high degree of risk. 
Underlying hedge funds may trade with a high degree of leverage and performance may be volatile. Underlying funds and hence the Companyôs 
investments may have high fees and expenses that reduce returns. An investor in the Company could lose all or a substantial amount of his or her 
investment. Dexion Capital (Guernsey) Limited is responsible for the management of the Companyôs portfolio. Dexion Capital (Guernsey) Limited has 
delegated certain of its duties, including making investment decisions to K2 Advisors, L.L.C. and K2/D&S Management Co., L.L.C. The use of a single fund 
of funds manager applying one set of allocation procedures could mean lack of diversification and, consequently, higher risk. There are restrictions on 
transferring interests in the Company to US and certain other persons. The high fees and expenses of the Company and underlying managers may offset 
the underlying managerôs trading profits. A substantial portion of the trades executed by the underlying managers may take place on lightly regulated 
exchanges. 

Any views and opinions expressed in this document are the views of the Companyôs investment adviser, K2 Advisors LLC (ñK2ò) and/or the Companyôs 
investment consultant, Dexion Capital plc, and not of the Company. The information above attributed to K2 reflects the opinion and belief of K2 as of the date 
provided to Dexion Capital plc based on public information and communications with the underlying hedge fund managers in K2ôs portfolios. It is not a promise or 
guarantee of future events. The information regarding the underlying hedge fund managers' portfolios and the impact of recent events is based on the 
communications through 20 July 2010 and is subject to change without notice. The views and opinions stated in this document were as at 20 July 2010 and may have 
materially changed since then. 
 
The services and products that are described in this document and the audio web conference are only provided for relevant persons (as defined below) with sufficient 
experience and understanding of the risks involved. The services and products described in this document are not available to retail clients and they should 
not rely upon it. 
 
This document is issued by Dexion Capital Plc which is authorised and regulated by the Financial Services Authority in the conduct of investment business in the UK. 
This document is being distributed in the UK only to, and is directed only at person who are (i) investment professionals as defined in Article 19 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (ñthe Promotion Orderò) or (ii) are persons to whom this document may otherwise lawfully be issued 
or passed on (all such persons together being referred to as ñrelevant personsò) (being person having professional experience in relation to investments) without the 
inclusion of any further warnings or statements as required by the Promotion Order which are not included in this document. Neither this document nor any of its 
contents may be acted on or relied on by persons who are not relevant persons. 
 
This document and the audio web conference do not constitute an offer, invitation or solicitation in respect of securities or any other investment and contains 
information designed only to provide a broad overview for discussion purposes and should not form the basis of any investment decision. As such, all information and 
research material provided herein is subject to change and this document does not purport to provide a complete description of the funds, securities or other 
investment or markets referred to or the performance thereof. All expressions of opinion are subject to change without notice and do not constitute advice and should 
not be relied upon. 
 
This document, its contents and the audio web conference are confidential and must not be copied or otherwise circulated or distributed to any person. Neither this 
document nor the audio web conference must be relied on for the purpose of any investment decision. Certain assumptions may have been made in the calculations 
and analyses in this document and the audio web conference which have resulted in returns referenced therein. 
 
This document and the information in the audio web conference is based upon information which Dexion Capital Plc considers reliable, but such information has not 
been independently verified and no representation is made that it is, or will continue to be accurate or complete and nor should it be relied upon as such. Dexion 
Capital Plc expressly accepts no responsibility for, or duty of care in respect of, such information or its accuracy or completeness, either now or in the future. 
Recipients of this document must conduct their own investigation as to the accuracy and completeness of the information contained in it. Recipients of this document 
and persons who listen to the audio web conference should note that: all investments are subject to risk; the value of shares may go down as well as up; past 
performance is not necessarily an indication of, and cannot be relied on as a guide to, future performance and may be affected by currency fluctuations; 
certain numbers have been supplied by underlying funds on an interim basis from the regularly scheduled reporting and therefore such numbers may not be accurate 
or compete; such numbers may be estimates and may be unaudited or subject to little verification or other due diligence and may not comply with generally accepted 
accounting practices or other valuation principles; investments denominated in foreign  currencies result in the risk of loss from currency movements as well as 
movements in the value, price or income derived from the investments themselves; and some of the investments referred to herein or underlying investments 
undertaken by issuers may be derivatives (including short selling) and may involve different and more complex risks as compared to listed or other securities and/or 
may be subject to liquidity restrictions and/or may not be otherwise readily realisable. Before entering into any transaction, an investor should take steps to ensure 
that the risks are fully and completely understood and whether the investment suits the objectives and circumstances, including the possible risks and benefits of 
entering into such a transaction. An investor should also consider seeking independent advice on the nature and risks associated therein. 
 
This document and the information in the audio web conference contains certain forward-looking statements, beliefs or opinions. These statements concern future 
circumstances and results and other statements that are not historical facts, sometimes identified by the words ñbelievesò, ñexpectsò, ñpredictsò, ñintendsò, ñprojectsò, 
ñplansò, ñestimatesò, ñaimsò, ñforeseesò, ñanticipatesò, ñtargetsò, ñmayò, ñwillò and similar expressions. Such statements reflect current views with respect to future 
events and are subject to risks and uncertainties because they relate to events and depend on circumstances that will occur in the future. These forward-looking 
statements are based on current plans, estimates, projections and expectations. These statements are based on certain assumptions that, although reasonable at this 
time, may prove to be erroneous. No statement in this presentation is intended to be a profit forecast. No representations or warranties, express or implied, are given 
as to the achievement or reasonableness of and no reliance should be placed on, such statements, including (but not limited to) any projections, estimates, forecasts 
or targets contained herein. None of Dexion Capital Plc or the Company undertakes to provide any additional information, update  or keep current information 
contained in this document, or to remedy any omissions in or from this presentation and any opinions expressed in this presentation are subject to change without 
notice. There are a number of factors that could cause actual results, developments, financial targets and strategic objectives to differ materially from those expressed 
or implied by statements in this document. None of Dexion Capital Plc, the Company, nor any other person intends, and no person assumes any obligations, to 
update industry information or forward-looking statements set forth in this document. You should not place reliance on forward-looking statements which speak only 
as at the date of this document. 
 
Dexion Capital Plc 
Authorised and Regulated by the Financial Services Authority 
Registered Office: 9 Bridewell Place, London EC4V 6AW. Registered in England and Wales No. 4040660. 
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The performance information presented herein reflects the actual performance of Dexion Equity Alternative Limited (ñDEALò or the ñFundò) net of all fees and 
expenses, including a 1.50% annual management fee, and a 10% incentive allocation after a 3% hurdle rate.  The performance information also includes the effect of 
any currency hedging. 
Performance figures for 2010 are estimated, unaudited and subject to change.  All performance returns greater than one month are computed by geometrically linking 
monthly returns.  Returns are calculated for a typical investor eligible for new issue income assuming a January 1 investment.  Returns are calculated by dividing the 
performance for the period by the periodôs beginning net capital. Performance results shown include the reinvestment of all income and gains derived from the sale of 
assets in the Fundôs underlying portfolio.   Past performance is not indicative or a guarantee of future results.  Additionally, there is the possibility for loss when 
investing in DEAL. 
Certain of the information contained herein represents or is based upon forward-looking statements or information, including descriptions of anticipated market 
changes and expectations of future activity.  K2 believes that such statements and information are based upon reasonable estimates and assumptions.  However, 
forward-looking statements and information are inherently uncertain and actual events or results may differ from those projected.  Therefore, undue reliance should 
not be placed on such forward-looking statements and information.  The above information is proprietary and is being provided to you on a confidential basis. This 
information may not be distributed, copied, loaned or distributed to any other person, in whole or in part, without the express permission of K2.  
The portfolio of DEAL consists of securities that vary significantly from those contained in the indices presented herein.  Nevertheless, K2 Advisors believes that a 
comparison to these indices is relevant because these indices are widely considered to be representative of performance of the markets to which they relate. Further, 
inclusion of these indices is not meant to imply that an investment in DEAL is similar to an investment in blue chip stocks or bonds. However, comparing performance 
results of DEAL to these indices may be of limited use.  
The strategy allocation pie chart is calculating the quotient of (i) the total assets allocated by the Fund to each strategy identified in the pie chart and (ii) the total 
assets of the Fund.  These calculations are made inclusive of cash when the Fundôs beginning of month cash holding is positive.  On the other hand, if the Fundôs 
beginning of month cash holding is negative, the calculations are made exclusive of cash.  The strategy allocation pie chart clearly identifies cash as a strategy in the 
Fundôs portfolio when the cash position is positive and will not separately identify cash when it is negative 
Investment in a fund of funds is a speculative investment, entails significant risk and should not be considered a complete investment program.  An investment in a 
fund of funds provides for only limited liquidity and is suitable only for persons who can afford to lose the entire amount of their investment.  There can be no 
assurance that the investment strategies employed by K2 Advisors or the managers of the investment entities in which the funds described in this summary invests 
will be successful. 
Hedge funds are not required to provide investors with periodic pricing or valuation and there is generally a lack of transparency as to the underlying assets.  Investing 
in hedge funds may also involve tax consequences and a prospective investor should consult with a tax advisor before investing.  Investors in funds of hedge funds 
will incur asset-based fees and expenses at the fund level and indirect fees, expenses and asset-based compensation of investment funds in which these funds 
invest.  
The identification of attractive investment opportunities is difficult and involves a significant degree of uncertainty.  Returns generated from the funds described in this 
presentation may not adequately compensate investors for the business and financial risks assumed.  Investment in these types of funds is subject to those market 
risks common to entities investing in all types of securities, including market volatility.  Also, certain trading techniques employed by the investment entities in which 
the funds described in this presentation invest, such as leverage and hedging, may increase the adverse impact to which the fundôs investment portfolio may be 
subject. 
This information is not a solicitation to buy or an offer to sell an interest or shares in any K2 Fund. Such offer could only be made after the time a qualified offeree 
receives from K2 a Confidential Private Offering Memorandum describing such offer. Potential investors should refer to the Confidential Private Offering Memorandum 
of a fund for further information related to its investment objective, strategies, risks and other important information. This information is not intended to be used as the 
primary basis for any investment decision, nor should it be construed as advice designed to meet the particular needs of an individual investor. Investment in any K2 
Fund is speculative, entails significant risk and should not be considered a complete investment program. An investment in a K2 Fund provides for only limited 
liquidity and is suitable only for persons who can afford to lose the entire amount of their investment. 
This presentation has been approved with limitations for the purpose of Section 21 of the Financial Services and Market Act 2000, by K2 Advisors, Ltd., an affiliate of 
K2, which is authorized and regulated by the United Kingdom Financial Services Authority.  
THIS PRESENTATION DOES NOT CONSTITUTE AN OFFER OR SOLICITATION BY ANYONE IN ANY JURISDICTION IN WHICH SUCH OFFER OR 
SOLICITATION IS NOT AUTHORIZED, OR TO ANY PERSON WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION. 
This presentation is confidential and should not be reproduced or distributed to any other person without the written consent of K2 Advisors. 
 
DEFINITIONS OF COMPARATIVE INDICES AND STATISTICS 
S&P 500 Index TR is a market-value weighted index provided by Standard & Poorôs which consists of 500 stocks chosen for market size, liquidity, and industry group 
representation, and includes reinvestment of dividends. The S&P 500 Index does not include re-investment of dividends.  
Barclays Aggregate Bond Index - The U.S. Aggregate Index covers the USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered 
securities. The index includes bonds from the Treasury, Government-Related, Corporate, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS, and CMBS 
sectors. 
Goldman Sachs Commodity Index is a composite index of commodity sector returns which represents a broadly diversified, unleveraged, long-only position in 
commodity futures.  
The Dollar (ñDXYò) Index indicates the general int'l value of the USD. The USDX does this by averaging the exchange rates between the USD and 6 major world 
currencies.  The FINEX computes this by using the rates supplied by some 500 banks.  
US 2 Year BBB Spread - A measure of Credit Spreads, this indicator examines the difference in the yield of 2 year maturity BBB (triple B) rated debt instruments 
relative to the yield of the 2 year maturity U.S. Treasury Note. 
The FTSE 100 Index is a capitalization-weighted index of the 100 most highly capitalized companies traded on the London Stock Exchange. The equities use an 
investibility weighting in the index calculation. The index was developed with a base level of 1000 as of January 3, 1984. 
Russell Growth/Russell Value is a ratio calculated by dividing the value of the Russell 2000 Growth Index by the value of the Russell 2000 Value Index. 
The VIX Index reflects a market estimate of future volatility, based on the weighted average of the implied volatilities for a wide range of strikes. 1st & 2nd month 
expirations are used until 8 days from expiration, then the 2nd and 3rd are used. 
HFRI Monthly Indices (HFRI) are equally weighted performance indexes, utilized by numerous hedge fund managers as a benchmark for their own hedge funds. 
The HFRI are broken down into 4 main strategies, each with multiple substrategies. All single-manager HFRI Index constituents are included in the HFRI Fund 
Weighted Composite, which accounts for over 2000 funds listed on the internal HFR Database.  
HFRI Equity Hedge Index is a strategy that maintains positions both long and short in primarily equity and equity derivative securities. A wide variety of investment 
processes can be employed to arrive at an investment decision, including both quantitative and fundamental techniques; strategies can be broadly diversified or 
narrowly focused on specific sectors and can range broadly in terms of levels of net exposure, leverage employed, holding period, concentrations of market 
capitalizations and valuation ranges of typical portfolios. Equity Hedge managers would typically maintain at least 50%, and may in some cases be substantially 
entirely invested in equities, both long and short. 
Average Annualized Return ï Annualized geometric average return comprised of compounded monthly returns  
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Alpha - A mathematical value indicating an investment's excess return relative to a benchmark.  Measures a manager's value added relative to a passive strategy, 
independent of the market movement. 
Beta ï The slope of the regression line and represents the expected change in the Fundôs return for a 1 percent change in the comparison Index.  Beta is considered 
to be a measure of the Fundôs risk relative to the comparison index. 
Correlation - The degree of interaction between the Fundôs return and that of the comparison Index. The correlation coefficient, expressed as a value between +1 
and ï1, indicates the strength and direction of the linear relationship between Fundôs returns and the returns of the index. 
Sharpe Ratio - A reward/risk ratio. The numerator, annualized arithmetic return less the risk-free interest rate (defined as annualized arithmetic return on 3-month 
U.S. Treasury Bills), indicates the excess reward earned above the risk-free rate. The denominator, annualized standard deviation, measures the volatility of monthly 
performance. The higher the Sharpe Ratio, the more return (reward) per unit of volatility (risk) that has been achieved. 
Standard Deviation - Annualized arithmetic standard deviation is a measure of dispersion indicating the degree to which each monthly return clusters about the 
mean return. Standard deviation is calculated based upon monthly returns, net of all fees and expenses, and annualized by multiplying by the square root of 12 
(approximately 3.46). 
 


