
 

 

 
 
 
 
 
 
 
 
 
 
 

Event 

The ninth annual Global Volatility Summit (“GVS”) is scheduled for Wednesday, March 14th, 2018 at 
Pier 60 in New York City. Alongside our featured volatility managers, we are excited to announce the 
addition of a Quantitative and CTA manager panel, featuring prominent portfolio managers in the 
space to share their views on the volatility markets and resulting impact on these strategies. 
 
2017 MANAGER PARTICIPANTS 
Allianz Global Investors 
Argentière Capital 
Capstone Investment Advisors 
BlueMountain Capital 
Capula Investment Management 
Dominicé & Co 
Fort LP 
Graham Capital Management 
III Capital Management 
Ionic Capital Management 
Man AHL 
Parallax Investment Advisors 
Pine River Capital Management 
R.G. Niederhoffer Capital 
True Partner 
 

2017 Event Recap 
The 8th Annual Global Volatility Summit was held on March 15, 2017 at Chelsea Piers in New York City. 
Presenting to and networking with a well‐attended crowd was an exciting lineup of 15 hedge fund 
managers, plus industry experts, hedge fund consultants, and institutional investors addressing the 
use of volatility, hedging, CTA and quantitative strategies within institutional investment portfolios. 

Dear Investor, 
 
The Global Volatility Summit (“GVS”) brings together volatility and tail hedge managers, institutional 
investors, thought-provoking speakers, and other industry experts to discuss the volatility markets 
and the roles volatility strategies can play in institutional investment portfolios. The GVS aims to keep 
investors updated on the volatility markets throughout the year, and educated on innovations within 
the space. 
 
True Partner Capital has provided the latest piece in the GVS newsletter series. 
 
Cheers, 
Global Volatility Summit 

July 2017 Newsletter 

Questions? Please contact info@globalvolatilitysummit.com 

Website: www.globalvolatilitysummit.com  
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Bottoms up for volatility

Global Asset Management
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Sub-zero volatility?

During the Great Financial Crisis, lowering interest rates 
by Central Banks was one of the methods to contain 
the damage. In its aftermath, monetary policy became 
extremely accommodative but few could foresee the 
degree to which global interest rates became negative. 
One of the side effects of the sea of global liquidity has 
been a massive reduction in market volatility. This begs the 
question, as one well regarded investor posted, whether 
current extremely low volatility can turn negative.
Spoiler alert: NO! Where fees for depositing money are 
feasible, negative movement does not exist. Volatility 
is often seen as the fear in the market, but that is not 
entirely true. It is more the temperature of the market. 
Markets can get overheated when they fall “ill” with fear 
sending them sharply down. However, markets can also 
get overheated by getting overexcited, creating a bubble-
like atmosphere leading to rising volatility like in the Tech 
bubble. Temperature has an absolute zero point at which 
all movement of atoms would stop and so has volatility, 
going below is impossible.

Vaporized volatility

That said, global volatilities do appear to be on a collision 
course with absolute zero. Since 2012 global volatilities 

have declined, but this year appears to be particularly 
brutal. A look at the year-to-date changes in at-the-money 
volatility is telling.

Index
1 month 
ATM vol

2 month 
ATM vol

3 month 
ATM vol

S&P 500 (US) -35% -31% -26%

Hang Seng (HK) -27% -20% -23%

H-Shares (HK) -26% -20% -23%

Kospi 200 (KO) 11% 8% 0%

Nikkei 225 (JP) -48% -42% -40%

Eurostoxx 50 (EU) -24% -24% -25%

Relative decline in ATM volatility between January 3rd August 8th 2017.
Source: True Partner Advisor

With the exception of Korea, global implied volatility levels 
have declined by 25% or more, from already depressed 
levels at the end of 2016. Coupled with US equity markets 
at all time highs, and other global markets having racked 
up significant increases as well, we would have two crucial 
observations on volatility
(i)	 Market highs combined with extremely low volatility 

levels could provide for cheap insurance of investment 
portfolios

(ii)	 Periods of low volatility could persist for some time, 
even when storms are brewing
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Broken records and records broken
Volatility wise 2017 so far is like a broken record. Volatilities keep going down, then ominous 

news appears creating a brief spike after which volatility goes down again… and again… and 

again. Needless to say this ongoing repetitive behavior has led the VIX to break new records, 

with all-time-low numbers and recently the narrowest 10-day high-low range for the S&P500 

index in our lifetimes. Extrapolating in a linear way, like we humans tend to do, would assume 

this will continue in the foreseeable future. However, time and again history has shown that 

markets are cyclical, which has always caught the majority of investors off-guard.



Being a True Partner
                     
www.truepartnercapital.com

Nobody wants 
insurance? Buy it 
cheap and manage it
We would like to paraphrase Warren 
Buffet’s view on the insurance 
business. One should be selling 
insurance when others do not and 
thus premiums are high and one 
should abstain from selling insurance 
when risk-seekers have driven 
premiums down. In the option space, 
one would express the premium for 
protection as a percentage of the 
underlying index. At the nadir of the 
Great Financial Crisis, one would pay 
about 8% of the S&P500 index value 
for 1-month protection (buying an at-
the-money put option). Nowadays, 
similar protection would cost less than 
0.8%. Lower option prices on longer 
dated expiries provide opportunities 
for valid hedges of equity portfolios. 
But timeframe remains crucial. This is 
where the second observation comes in.

The team at True Partner has 
experience in options markets dating 
back to the late 1990’s and we have 
seen periods of depressed volatility 
before. Undeniably, these times 
are difficult for volatility traders, 
but eventually these lulls have 
also been shown to be part of a 
cycle and eventually give way to a 
cornucopia of trading opportunities. 
Until that moment, preservation 
and mitigating the time decay of 
protection through volatility is the 
key. This is where the current market 
environment is different from some 
we have observed in the past: the 
‘term structure’ is flatter.

The term structure is the relationship 
between the expected movement 
in shorter dated and longer dated 
options. Usually in periods of quiet, 
the market discounts the chance for 
movement on short timeframes, but 
is far more uncertain over longer 

timeframes. This is translated in a big 
difference in volatility between short 
dated options (low) and longer dated 
options (much higher). This makes 
owning volatility more challenging: 
one could buy cheap short dated 
options, but these will decay quick 
if movement remains elusive. Or one 
could pay up significantly for longer 
dated options.

Ominous as the observation might 
be, this time it actually is different. A 
global army of ‘risk premia capturers’ 
selling volatility have not only driven 
the shorter end of the term structure 
to extremely low levels, but have 
subsequently taken the longer end 
down as well. Occasionally and in 
selected markets, this allows for 
a favorable way to own volatility. 
Spreading between longer dated and 
shorter dated options, to achieve a 
favorable position: retain exposure to 
increases in volatility, while minimizing 
time decay. But please note this is 
easier said then done and optimizing 
requires continuous monitoring and 
management of position.

And as with all insurance, the penalty 
for being late is significantly larger 
than being early. Thus one ought to 
wonder where exactly we are. While 
the markets appear immune for any 
geopolitical stress and dismissive of 
the dysfunction in Washington, there 
are also some structural changes  
in markets that will result in instability  
down the road. We would like to high- 
light 3. The dominance of ETF’s, ‘Volatility 
Controlled Investing’ and perceived 
safety from flawed risk analysis.

Will ETF investors 
orderly exit in case of 
a shock?
The explosion of ETF’s is not only 
changing liquidity patterns across 
markets but is also lowering the 

threshold for active investing. A 
significant part of ETF inflows stem 
from less experienced investors. 
Where literally hundreds of millions 
of new investment dollars are easily 
digested daily in a rising market, it 
remains to be seen if that remains the 
case if investors start to head for the 
exits. Just as in real-life, if something 
frightening is happening everybody 
will head for the exit at the same 
time.  As we have seen in the June 
2013 taper tantrum, ETF flows can 
exacerbate sell-offs. In this case, the 
MSCI Emerging Market ETF (EEM) 
was more liquid then its underlying 
instruments and US hour movement 
in this ETF drove subsequent sell-offs 
in the Asian timezone.  One can only 
wonder if a stampede would occur in 
mega ETF’s such as SPY.

Who will control 
volatility in case of a 
shock?
Volatility Controlled Funds are 
an example of financial markets 
rebranding existing ideas. The 
concept is intuitively simple: when 
movement is low, one could increase 
risk and leverage but when movement 
increases risk and leverage ought to 
be reduced. This works in theory, but 
in practice market movement and 
volatility are correlated: downward 
movements tend to be more violent. 
Therefore, these funds will have to 
unwind into market downmoves 
adding proverbial fuel to the fire. 
This concept rings familiar for those 
who remember the popular Portfolio 
Insurance of the late 1980’s (October 
1987 to be precise).

2008 is VaR, VaR away

Financial markets derive certainty 
from avoiding to repeat past accidents. 
The concept of Value at Risk is 
backward looking, usually 3 or 5 years.  

August 2017
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Therefore, many risk (and return) 
analyses assume a continuation 
of the extremely loose monetary 
policy we have witnessed over the 
past 5 years. And the subsequent 
demise of market volatility that 
came with it. For a whole generation 
of traders and risk managers, this 
is the only reality they have seen.  
2008 and the volatilities that came 

with it are seen as an aberration 
and of course this new, smarter, 
generation is confident that they will 
not let it happen to go that far again.

The wheels are in 
motion

Any external trigger might kickstart 
instability in the near future as after 

a while, a broken record will annoy 
anyone into action. With cumulatively 
over 50 years of options trading 
experience in our True Partner team, 
evolved from pit trading to High 
Frequency Trading, we are ready for 
the inevitable instability that will 
come once the cycle turns.
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	 About the authors

Mr. Tobias Hekster, Co-CIO of of True Partner, has been actively 

trading for the past 18 years in various different roles in several 

markets across the globe. Starting at IMC in 1998 as a pit trader 

in Amsterdam, Tobias has established 

the off-floor arbitrage desk, headed the 

Chicago office in the transition from floor 

trading to electronic trading and set up  

the Asian volatility arbitrage desk in Hong 

Kong. Tobias holds an MSc in Economics and he teaches as 

an Adjunct Associate Professor at the Chinese University of 

Hong Kong and as an Adjunct Professor of Financial Practice at 

National Taiwan University.

Mr. Govert Heijboer, Co-CIO of of True Partner, has been active 

as a market maker trading in the European and Asian derivatives 

markets as well as positional trading since 2003. Govert started 

as a trader/researcher at Saen Options in 

Amsterdam and rose to become the director 

of derivatives trading and a member of 

the executive team in 2007. In 2008 he 

moved to Hong Kong to set up and assume 

responsibility for all trading activities in the new Saen Options 

Hong Kong branch office. Govert holds a PhD in Management 

Science and an MSc in Applied Physics from the University of 

Twente, Netherlands. He is a founding partner and has worked on 

the launch of the True Partner Fund since March 2010.

True Partner
111 West Jackson Boulevard

Suite 1700, Chicago

IL 60604, USA

Phone: +1 312 675 6128

Email: webcontact@truepartnercapital.com.

Office 82, 17/F, Silvercord Tower2

30 Canton Road, Tsim Sha Tsui

Hong Kong

Phone: +852 2109 4045

Email: webcontact@truepartnercapital.com.

Disclaimer

This document has been prepared and issued 
by True Partner Advisor (“True Partner”).  This 
presentation is confidential, is intended only for 
the person to whom it has been provided and 
under no circumstance may a copy be shown, 
copied, transmitted, or otherwise given to any 
person other than the authorized recipient 
without the prior written consent of True Partner. 
Notwithstanding the foregoing, an investor may 
disclose to any and all persons, without limitation 
of any kind, the tax treatments and tax structure 
of True Partner Fund, (the “Fund” or “Offering”) 

and all materials of any kind, including opinions 
or other tax analyses that are provided to the 
investor relating to such tax treatment and tax 
structure.  The distribution of the information 
contained herein in certain jurisdictions may be 
restricted, and, accordingly, it is the responsibility 
of any prospective investor to satisfy itself as to 
compliance with relevant laws and regulations.
 
Nothing herein constitutes an offer to sell, or 
solicitation of an offer to purchase, any securities, 
nor does it constitute an endorsement with 

respect to any investment strategy or vehicle. Any 
offer of securities may be made only by means of a 
Confidential Memorandum (the “Memorandum”), 
which contains additional information about the 
Fund and expenses associated with an investment 
therein, only to sophisticated investors in 
jurisdictions where permitted by law. All relevant 
Offering Documents should be carefully reviewed 
before investing. Any decision to invest in the 
Fund should be based solely on the information 
included in the Memorandum. In the case of any 
inconsistency between the descriptions or terms 
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in this presentation and the Memorandum, the 
Memorandum shall control.
 
Past performance is not indicative of future results.  
The information contained herein is preliminary, 
is provided for discussion purposes only as a 
summary of key information, is not complete and 
does not contain certain material information 
about the Offering. The information contained 
herein does not take into account any particular 
investment objectives or financial circumstances 
of any specific person who may receive it. Parties 
should independently investigate any investment 
strategy or manager, and should consult their 
own advisors as to legal, tax, accounting, 
regulatory and related matters prior to investing.  
These materials may contain historical market 
data; however, historical market trends are not 
reliable indicators of future market behavior. Due 
to, among other things, the volatile nature of the 
markets and the investment strategies discussed 
herein, the investment strategies may only be 
suitable for certain investors. There can be no 
assurance that the Offering will have a return 
on capital similar to historical returns provided 
because, among other reasons, there may be 
differences in economic conditions, regulatory 
climate, portfolio size, leverage use, expenses 
and structure, as well as investment policies 
and techniques.  Any information provided with 
respect to how the portfolio will be constructed 
is merely a guideline, which True Partner may 
change at any time in its sole discretion.  Unless 
otherwise indicated, the information contained 
herein is believed to be accurate as of the date 
indicated. No representation or warranty is made 
as to its continued accuracy after such date.
 
The Fund is not registered under the Investment 
Company Act of 1940, as amended, in reliance 
on an exception thereunder. Interests in the Fund 
has not been registered under the Securities Act 
of 1933, as amended, or the securities laws of any 
state; they are being offered and sold in reliance 
on exemptions from the registration requirements 
of said Act and laws. Neither the Fund’s Operative 
Documents, nor the offering of its limited 
partnership interests, have been reviewed or 
approved by U.S. federal or state regulators. 
Interests in the Offering are not deposits or 
obligations of, or guaranteed or endorsed by, any 
bank or other insured depository institution, and 
are not federally insured by the Federal Deposit 
Insurance Corporation, The Federal Reserve Board 
or any other governmental agency. The interests 

issued by the Fund are offered or otherwise made 
available only in accordance with available, 
applicable private placement or offering rules.  

An investment in the Offering is illiquid and 
there are significant restrictions on transferring 
the Funds’ limited partnership interests. There 
are no secondary markets for the Fund’s limited 
partnership interests and none are expected 
to develop. True Partner has sole discretion 
regarding the allocation of the Fund assets. The 
Fund represents a speculative investment and 
involves a high degree of risk. The Fund’s portfolio, 
which is under the sole trading authority of 
True Partner, is principally an Equity Volatility 
Arbitrage fund.  This lack of diversification may 
result in higher risk.
 
A private fund is generally not subject to the 
same regulatory oversight and/or regulatory 
requirements as a mutual fund. The Offering is not 
required to provide periodic pricing or valuation 
information to investors. Investments may involve 
complex tax structures resulting in delays in 
distributing important tax information.
 
Certain instruments may have no readily available 
market or third party pricing. Performance may 
be volatile as private funds may employ leverage 
and other speculative investment practices that 
may increase the risk of investment loss, and 
adherence to risk control mechanisms does not 
guarantee investment returns. Additionally, fees 
may offset an investor’s profits. A comprehensive 
list of potential risk factors is outlined in the 
Offering Documents.
 
Investing in the financial markets involves a 
substantial degree of risk. There can be no 
assurance that the investment objectives described 
herein will be achieved. Investment losses may 
occur, and investors could lose some or all of their 
investment and successfully overcoming barriers 
to entry, e.g., legal and regulatory enterprise 
does not guarantee successful investment 
performance. No guarantee or representation 
is made that the Fund’s investment program, 
including, without limitation, its investment 
objectives, strategies or risk monitoring goals, 
will be successful and investment results may 
vary substantially over time. Investment losses 
may occur from time to time. Nothing herein is 
intended to imply that the Fund’s investment 
methodology should be considered “conservative”, 
“safe”, “risk free” or “risk averse.”  An investment in 

any fund should be discretionary capital set aside 
strictly for speculative purposes.

Certain information contained in this document 
contains: forward-looking statements” which 
can be identified by the use of forward-looking 
terminology such as “may”, “will”, “should”, 
“expect”, “anticipate”, “target”, “project”, 
“estimate”, “intend”, “continue” or “believe” or the 
negatives thereof or other variations thereon or 
comparable terminology. Due to various risks 
and uncertainties, actual events or results or the 
performance of the Fund may differ materially 
from those reflected or contemplated in such 
forward-looking statements. Forward looking 
information is subject to inherent uncertainties 
and qualifications and could be based on 
numerous assumptions. Forward looking 
information is provided for illustrative purposes 
only and is not intended to serve as, and must not 
be relied upon by any investor as, a guarantee, an 
assurance, a prediction or a definitive statement 
of fact or probability.
 
Performance Methodology: Past performance 
is not an indicator of future performance. 
Annualized Returns or Performance figures for 
True Partner Fund are based on Class B shares and 
are shown on a net basis after the deduction of 
a 2% management fees and a 20% performance 
fee, trading related and other expenses that an 
investor would have or actually paid.
 
The indexes’ performances do not reflect the 
deduction of transaction costs, management 
fees, or other costs which would reduce returns. 
References to market or composite indexes, 
benchmarks or other measures of relative market 
performance (indexes) over a specified period of 
time are provided for your information only and 
do not imply that a portfolio will achieve similar 
returns, volatility or other results. The composition 
of an index may not reflect the manner in which a 
portfolio is constructed in relation to expected or 
achieved returns, portfolio guidelines, restrictions, 
sectors, correlations, concentrations, volatility or 
tracking error targets, all of which may change over 
time. Indexes are used as performance benchmarks 
only, as True Partner does not attempt to replicate 
an index. The composition of the indexes is not 
necessarily similar to accounts managed by True 
Partner. The prior performance of the indexes will 
not be predictive of the future performance of 
accounts managed by True Partner. An investor 
may not invest directly in an index.
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