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The information contained herein is confidential and proprietary information ofThe information contained herein is confidential and proprietary information of
Baron Point Financial, Ltd., Baron Point Financial, LLC, and Baron Point Co.
Ltd., (collectively “Baron Point”). Any references to Ryan Labs Asset
Management or any other third parties are not a representation of those parties’
ability or willingness to transact This information should be reviewed andability or willingness to transact. This information should be reviewed and
evaluated only in conjunction with the Offering Memorandum and/or any
Supplement for the Structured Product being discussed. Any use,
reproduction, dissemination, or disclosure of the information contained herein is
strictly prohibited This presentation is not intended as an offer or solicitationstrictly prohibited. This presentation is not intended as an offer or solicitation
with respect to the purchase or sale of any security. Past performance is not
necessarily indicative of future results and there can be no assurance that any
Structured Product discussed will achieve comparable results. There is no

t ti b B P i t th t l f t i t t ti itirepresentation by Baron Point that any examples of past investment activities
or targets contained herein will be repeated on behalf of the Structured Product
or that, if they are, they will be successful. Investing in Structured Products can
be risky and investors asset value may go up or down. Baron Point offers no
d i t t l t i li ti All i t h ld lt th iadvice as to tax or regulatory implications. All investors should consult their

own financial, legal, compliance, and tax advisors prior to investing.



Re write of the 2nd verseRe-write of the 2nd verse 
of Michael Jackson’s Classic, Thriller

You hear the door slam and realize there’s nowhere left to runYou hear the door slam and realize there s nowhere left to run
You feel the cold hand and wonder if you’ll ever see the sun
You close your eyes and hope that this is just imagination
But all the while you hear the creature creep’in up behindBut all the while you hear the creature creep in up behind
You’re out of time

Chorus
Cause its you’re Margin Clerk
There aint’ no second chance against this forced liquidation with forty eye
You know it’s you’re Margin Clerk
You’re fighting for your life inside of killer, thriller margin calls



Margin Clerk Fund Manager



A 25 year Boom and Bust Cycle and some major 
bourses are back to Thriller Levels!



The media likes to call theThe media likes to call the
current volatility in the stock
market unprecedented? Our
research revealsresearch reveals…....……



As of November 14 2008As of November 14, 2008
Standard Deviation of Monthly Stock Returns from 

Daily Returns in the Month
June 30 1896 November 14 2008
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So, how does one hedge
fund manager deal in thisfund manager deal in this
environment?

Past performance is not necessarily indicative of future results.



• Identifying, Testing and Following Investable Trends, Bull or Bear 
– Pattern recognition algorithms and trailing stop-loss entry/exit techniques

S ki t i d th t ti l i i t di t t t d ( k t th )– Seeking outsized growth potential in intermediate term trends (weeks to months)

• Scale In & Out
– Ride winning positions, cut losers and build on strength of Fund II’s equity curve
– Manage overall position and aggregated portfolio risk exposure

• Superior risk control 
– Apply objectively
– Stop-loss based sizing of securities and portfolio positioning on entry
– Trailing stop-loss based Entry/Exit techniques 

• Capital preservation
– Use of the above techniques plus the broad use of low risk instruments 
– Thorough counterparty risk management processes and procedures

Past performance is not necessarily indicative of future results.



Id tif i T ti d F ll iIdentifying, Testing and Following 
Investable Trends, Bull or Bear 

Bear Move Example
Panic About the Dollar

Bull Run Example
Dot Com’ed or Debt Bomb Panic About the DollarDot-Com ed or Debt Bomb

Sell

Buy Sell

U.S. Dollar Index BuyTaser International, Inc.

Past performance is not necessarily indicative of future results.



Scale In & Out
Eventually, AMAG’s upward momentum fails and
Fund II scales out of the position and disengages
its protective put hedge.

AMAG ultimately never goes above its April 2007

Aborted Campaign after success, AMAG Pharmaceuticals,
Inc. (“AMAG”)

high and rests at 38.73 as of September 30, 2008.AMAG is a position that grew into a campaign style position
through a process of scaling. Fund II held AMAG during its
consolidation phase and continued to build a position at low risk
points.

Scaling 
Out 
and 
Sell

Scaling  In 
and Buy

Held during consolidation

Scaling  In 
and Buy

Quantitative screens produced this relative strengthen stock
with good fundamentals and Fund II begins stalking a
position.

Held during consolidation 
(lock in gains by raising stops)

Stalked during consolidation

Fund II begins a process of
scaling in as it grows a

As exposure to AMAGwinning position, while
always trailing stop loss
points behind to protect
capital.

As exposure to AMAG
grows, the system calls for
the use of protective puts as
a hedge, stop loss .

AMAG Pharmaceuticals, Inc.

Past performance is not necessarily indicative of future results.



Superior Risk Control
• Take responsibility for risk before, during, and after investment action is taken

• Discipline, Oversight and Objective call to action.  Fund Management needs p , g j g
objective actionable limits.

Before: Size the position
and manage portfolio
riskrisk

During:
Factor as
fills come in

After: Loss-cutting fostered,
capital preservations
solidified, update position
and portfolio risk exposure
as markets fluctuates

Past performance is not necessarily indicative of future results.



Capital preservation first and foremost goalCapital preservation, first and foremost goal

• Plan to forfeit the risk quickly if preliminary position is not in the moneyq y p y p y

• Stop-loss points automated and planned strict enforcement position-by-
positionp

• Aggregated portfolio risk continuously calibrated 
(e.g., both how fast and the impact of the Fund’s loss potential)

• Constantly monitor counterparty exposure
(e.g., counterparty risk strategy to align with stop-out philosophy, multiple 

f )counterparties, quick to abort where there are signs of trouble)

Past performance is not necessarily indicative of future results.



C it l ti fi t d f t lCapital preservation, first and foremost goal
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Accept feelings and calibrate
exposure according to confidence
and conviction. You have to
determine your personal stop and

Loose
Saw Tooth Trend 
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risk tolerance. Then, follow your
system, ride your winners, cut your
losers and manage aggregated
portfolio risk.

p
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STOP:  5% to 10% of price

RISK:     2.5% to 5%

T
I
O
N

p

RISK:     2.5% to 5%
STOP:  5% to 10% of price

RISK:     2.5% to 5%

T
I
O
N

Past performance is not necessarily indicative of future results.



C t tl it t tConstantly monitor counterparty exposure



Our counterparty exposure measures



Constantly monitor counterparty exposure
1. Limit the amount of single entity exposure by maintaining

multiple and redundant (prime) brokers, trading, custodial and
banking relationships This spreads out the concentration risk ofbanking relationships. This spreads out the concentration risk of
a catastrophic credit event (i.e. no matter how unlikely that may
seem).

2. Require segregated/custodial accounts in Fund II’s name
(e.g. rather than holding assets in a counterparty’s name) to
compliment margin accounts held at counterparties If you don’tcompliment margin accounts held at counterparties. If you don t
need margin, move it to a Type 1 cash account.

3. Regular reviews of relevant legal counterparty agreements3. Regular reviews of relevant legal counterparty agreements
and changes in relationship structuring.

4. Develop real-time systems that constantly monitor andp y y
evaluate – on a daily basis – counterparties’ market activity.

i. Pricing of fixed incomes spreads
ii. Equity and option activity
iii. Credit Default Swaps (institution, group, country)

Past performance is not necessarily indicative of future results.



Constantly monitor counterparty exposure
As per Baron Point’s Counterparty Risk
Manual, Fund Management knows that in
bear markets return of capital mind is
eq all as important as seeking ret rnequally as important as seeking return

on capital.

Hence the firm engages its policies and
procedures and moves to an acute stateprocedures, and moves to an acute state
of counterparty sensitivity given the
potential for bank failures and a wide
spread financial panic, a la a 1907
analogue is deployed.

This spread analysis depicts the relative behavior of the credit spreads of 

Baron Point’s primary custodian as the baseline.

US Banks 5-Year Credit Default Swap Spreads 
Daily Data, 2/2007 - 2/2008
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US Brokerages 5-Year Credit Default Swap 
Spreads Daily Data, 

2/2007 - 2/2008
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Past performance is not necessarily indicative of future results.



C t tl it tConstantly monitor country exposure

Past performance is not necessarily indicative of future results.



OLD Bloomberg Symbol: ZCTO CDS EUR 10Y CurrncyOLD Bloomberg Symbol: ZCTO CDS EUR 10Y Currncy

NEW Symbol: CONDOM



Predicating the Change?Predicating the Change? 



P di ti th Ch ?Predicating the Change? 
• A condom allows for inflation 

• It halts production 

• It destroys the next generation

I b h f i k d• It protects a bunch of pricks, and 

• It gives the implementer a sense of security while you 
t ll b i dare actually being screwed.
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