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Notes to our Clients and Partners 

We believe that hedge funds can be classifiable 

into three categories:  

 

I. Conglomerates (asset gatherers) 

II. Monolines (specialists)  

III. Opportunists (guerillas) 

 

Hedge Fund Classification 

Conglomerates (asset gatherers) are those 

industry titans with well known brand names that 

operate in silos, just like money center banks. 

Some have shown surprisingly strong decision 

making ability with coherent execution while 

some just seem to be lost from top to bottom 

with bad decisions swiftly carried out. Still many  

 

 

 

 

 

 

 

 

 

 

others fall in between, with guaranteed 

mediocrity.  We do not give up entirely on 

conglomerates since there are pockets of alpha 

to be found (e.g. the recently hired star manager 

that was given seed capital to run his fund within 

conglomerate). However, one needs to work 

much harder to identify alpha in this category. 

 

Monolines refer to single strategy funds, 

including risk arbitrage, statistical arbitrage, 

convertible arbitrage, correlation trade, and so 

forth. The common thread among monolines is 

leveraging on arbitrage spreads. Like convertible 

arbitrage, they tend to exhibit the same feast-or-

famine cycles caused by leverage, capacity 

issues and benchmark anxiety. We view them 

as trading vehicles for very active asset 

allocators.  

 

Opportunists can be large or small funds.  

They can offer a full spectrum of strategies or 

just a small subset, with the common element of 

being opportunistic rather than formula or buzz 

word driven. They posses certain guerilla 

characteristics: usually dominated by a strong 

minded leader, constantly sniffing around for the 

next opportunity, well trained to be always alert  
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to lurking dangers, and quick to react. Similar to 

monolines, these managers are aware of the 

issue of capacity and are willing to close their 

funds on time in order to continue to generate 

alpha. 

 

BERYL Investment Style 

We at BERYL believe that computing 

technologies, applied intelligently, are critical to 

translating and synthesizing large volumes of 

information in a systematic, process-driven 

manner. Our integrated suite of proprietary 

software tools enables us to conduct fund due 

diligence and construct high conviction multi-

strategy portfolios in a more disciplined manner. 

 

We are strong minded with our opinion and 

conviction. However, we do succumb to fear of 

the irrationality when market masses become 

overwhelming. We are pragmatists and are 

guided by our global macro view in dealing with 

the markets.  We avoided managers that had 

exposure to bank hybrids in 2008 and reduced 

our short bias managers at the beginning of 

2009.  

 

BERYL exists to find opportunist managers with 

strong minded PMs at their helm. We have 

considered to what degree a hedge fund firm 

should be institutionalized. We believe there 

should be a balance between strong leadership 

and established procedures. Certain aspects of 

the hedge fund firm, like operations, accounting, 

finance, risk monitoring, ethical and professional 

standards, should be institutionalized.  

 

 

The final investment decision making though 

should not be a democratic process. Voting 

mechanisms do not improve probabilities of 

being right.  

 

 

 

Beryl has no interest in investing in fee 

generating machines. I am making no value 

judgment here as different things work for 

different people. It is intellectually attractive and 

core to BERYL values to navigate the 

tumultuous waters of risks and profits.  In a 

world where trading rules are self-defeating and 

conditions change so quickly, change is the only 

factor that stays the same.. “Self-defeating” is 

probably the most important phrase in 

understanding the nature of active hedge fund 

investing. As we are all aware by now, any 

wooden formula or mechanical trading scheme 

tends to self destruct. In the post 2007 

environment rigid methods fail at a faster pace. 

The repeated failures of different incarnations of 

the original LTCM seem to prove this point. This 

resembles a brutal manifestation of market  
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efficiency – not that short-term market prices are  

“accurate” but quite the opposite. Markets tend 

to extremes and create bubbles. As bubbles 

usually burst very suddenly, they tend to take 

the previous high flyer funds with them. As a 

result, the previous golden boys are revealed to 

be not quite skilled. 

 

Lucky will take you only so far. Such extremes 

are in no small measure caused by people’s 

natural tendency to extrapolate the most recent 

past, in what we at Beryl call “linear thinking.”  

This habit is further magnified by crowd 

behaviors driven by fears and greed. As all 

these qualities are parts of human nature, any 

reforms or regulations aiming at smoothing out 

the price fluctuations, are contrary to nature and 

doomed to fail.  

 

Market prices cannot be regulated, not in 

capitalist America or in communist China. Linear 

thinking has served many very well in the last 

few decades, from the large hedge funds 

complexes to the majority of CEOs of financial 

firms. It is now becoming obvious that much 

success was built on nothing more than plain old 

“leverage.” The dirty little secret is, if one can 

hold on to 30 times gearing of borrowed money 

through market “dislocations” without being 

wiped out, it should not take much genius to 

generate 15 percent ROE – 50 basis points of 

spreads on assets can make a very boring 

performance shine!  

 

Most hedge fund managers do not have such a 

market dislocation “put,” and many that tried  

 

their luck failed. This leads to the need to keep 

leverage low and portfolio liquidity high. Strong 

returns have to come from elsewhere: better 

securities selection, better trading and risk 

management. One of BERYL’s most important 

objectives is to avoid the “bullets” and discover 

“diamonds-in-the-rough.”  

 

******************************************************* 

 

So to summarize BERYL investment style: (i) 

to build a wide enough knowledge base in all 

hedge fund strategies and managers 

irrespective of investment strategies, styles, 

sizes and geographies; (ii) opportunistically 

move capital between various investment 

strategies; endure “staying out” when the game 

is too hot; (iii) occasionally take opposite 

positions from the crowd when convex themes 

are developing and we are able to identify the 

right managers to execute them; (iv) The ability 

to do all this has much to do with one’s common 

sense and a healthy dose of skepticism, one’s 

courage to ignore the benchmark (we are in the 

absolute returns game, after all!) and one’s 

ability to resist the temptation to “be in bed” with 

a glorified empire.  

 

Such an investment style is dynamic and four-

dimensional. It combines basic read of the 

macro-economic picture, bottom up fundamental 

manager research, a strong interest in finding 

the “convex themes” and a healthy respect for 

technical fund flows. After all, 2008 taught us to 

pay ample attention to investment micro-themes, 

macro developments and liquidity.    


