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2014 Event Details 
 

Date. Plans are already underway to secure a 

convenient date for the 2014 event!  
 

Please continue to check the website updates and 

newsletters. 

(www.globalvolatilitysummit.com).  

 

2013 Event Recap 
 

The fourth annual Global Volatility Summit (“GVS”) 

took place on February 25th in New York City. Ten 

volatility and tail hedge managers hosted an 

audience of over 350 people.  

 

Keynote speaker. Sal Khan, founder of The Khan 

Academy and author of The One World 

Schoolhouse gave an insightful presentation on 

using technology to innovate the way education is 

provided across the globe. 
 

Special Guest Speaker. Mike Edleson followed up 

to his 2012 GVS talk about the decision to 

implement a tail hedge, with an informative 

discussion on implementation of a tail hedge and 

how to identify the right managers for your 

mandate. Mr. Edleson’s presentation is available on 

the GVS website. 
 

Managers. The following managers participated: 
 

Blue Mountain Capital 

Capstone Investment Advisors 

Fortress Investment Group 

Forty4 Fund 

Ionic Capital Management 

JD Capital Management 

Parallax Fund 

PIMCO 

Pine River Capital Management 

Saiers Capital 
 

Questions?  

Please contact info@globalvolatilitysummit.com 

 

 

2013 April research piece 

The GVS is an evolving community of managers, investors, and 

industry experts. We rely on the feedback and guidance of this 

community to shape the event and line-up of speakers each year. 

Plans are already underway for the 2014 event, so please let us 

know if you have any feedback on this year’s event or topics you 

would like covered at next year’s event. 

As you are probably aware, the primary goal of the GVS is to 

educate the investment community about volatility and the roles it 

can play in institutional investment portfolios. Across the spectrum 

of asset classes and global markets, there is usually something 

interesting occurring which creates opportunities for volatility 

managers. While the equity markets have been on an upward 

trajectory for most of the year with little realized volatility, 

commodity markets dominated headlines in April. Gold fell 15% in 

two trading days, causing a jump in realized and implied volatility of 

historical magnitude.  

With equity markets so elevated, hedging for an unforeseen event is 

becoming a topic of interest amongst investors. John-Mark 

Piampiano of Pine River Capital Management has shared a piece on 

basis risk across global equity indices, explaining why investors 

should consider adapting their portfolio hedges. 

Cheers, 

Global Volatility Summit 
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Portfolio Hedging and Basis Risk 

Disclaimer 

THIS PRESENTATION IS NEITHER AN OFFER TO SELL NOR A SOLICITATION OF ANY OFFER TO BUY THE SECURITIES OF ANY FUND MANAGED BY PINE RIVER CAPITAL MANAGEMENT L.P.  ANY OFFERING IS MADE 

ONLY PURSUANT TO THE RELEVANT OFFERING MEMORANDUM, TOGETHER WITH CURRENT FINANCIAL STATEMENTS AND THE SUBSCRIPTION AGREEMENT, ALL OF WHICH MUST BE READ IN THEIR ENTIRETY.  

NO OFFER TO PURCHASE SECURITIES WILL BE MADE OR ACCEPTED PRIOR TO RECEIPT BY THE OFFEREE OF THESE DOCUMENTS AND THE COMPLETION OF ALL APPROPRIATE DOCUMENTATION.   

 

THE SECURITIES HAVE NOT AND WILL NOT BE REGISTERED FOR SALE, AND THERE WILL BE NO PUBLIC OFFERING OF THE SECURITIES. NO OFFER TO SELL (OR SOLICITATION OF AN OFFER TO BUY) WILL BE 

MADE IN ANY JURISDICTION IN WHICH SUCH OFFER OR SOLICITATION WOULD BE UNLAWFUL. 

 

PAST PERFORMANCE OF A FUND IS NO GUARANTEE AS TO, AND IS NOT INDICATIVE OF, ITS PERFORMANCE IN THE FUTURE AND AN INVESTMENT IN THE FUND COULD LOSE VALUE. 

 

CERTAIN INFORMATION CONTAINED IN THIS PRESENTATION MAY CONSTITUTE FORWARD-LOOKING STATEMENTS, WHICH CAN BE IDENTIFIED BY THE USE OF LANGUAGE SUCH AS “MAY,” “WILL,” “SHOULD,” 

“EXPECT,” “ANTICIPATE,” “TARGET,” “PROJECT,” “ESTIMATE,” “BELIEVE,” OR COMPARABLE TERMINOLOGY. DUE TO VARIOUS RISKS AND UNCERTAINTIES, ACTUAL EVENTS OR THE CONSEQUENCES OF SUCH 

EVENTS MAY DIFFER MATERIALLY FROM THOSE REFLECTED OR CONTEMPLATED IN SUCH FORWARD-LOOKING STATEMENTS. WHILE THE OPINIONS EXPRESSED OR IMPLIED ARE BASED ON ESTIMATIONS AND 

ASSUMPTIONS BELIEVED TO BE REASONABLE AT THE TIME OF THIS PRESENTATION’S CREATION, THERE ARE NO ASSURANCES THAT ANY ESTIMATION OR ASSUMPTION HAS OR WILL MATERIALIZE.   

 

THE VIEWS EXPRESSED HEREIN ARE AS OF THE DATE HEREOF AND NOT AS OF ANY FUTURE DATE. INFORMATION REGARDING MARKET RETURNS AND MARKET OUTLOOKS IS BASED ON THE RESEARCH, 

ANALYSIS, AND OPINIONS OF PINE RIVER CAPITAL MANAGEMENT L.P. THESE CONCLUSIONS ARE SPECULATIVE IN NATURE, MAY NOT COME TO PASS, AND ARE NOT INTENDED TO PREDICT THE FUTURE OF ANY 

SPECIFIC INVESTMENT.  

 

THIS PRESENTATION IS NOT AN ADVERTISEMENT AND IS NOT INTENDED FOR PUBLIC USE OR DISTRIBUTION. THERE ARE SUBSTANTIAL RISKS ASSOCIATED WITH THE PINE RIVER CAPITAL MANAGEMENT L.P. 

INVESTMENT STRATEGIES. THIS DOCUMENT DOES NOT PURPORT TO DISCUSS ALL SUCH RISKS. 

 

THE EXAMPLES CONTAINED HEREIN ARE ILLUSTRATIVE AND HYPOTHETICAL ONLY. THESE TRANSACTIONS MAY NOT HAVE ACTUALLY BEEN EXECUTED AND NO ADJUSTMENTS HAVE BEEN MADE TO REFLECT 

TRANSACTION COSTS AND EXPENSES. 

 

THIS MATERIAL HAS BEEN PRODUCED BY PINE RIVER CAPITAL MANAGEMENT L.P. AND HAS BEEN APPROVED, FOR THE PURPOSES OF SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT, BY PINE 

RIVER CAPITAL PARTNERS (UK) LLP, WHICH IS AUTHORISED AND REGULATED BY THE FINANCIAL CONDUCT AUTHORITY. 

 

IN THE CASE OF HONG KONG INVESTORS, THIS DOCUMENT IS INTENDED ONLY FOR PROFESSIONAL INVESTORS AS DEFINED UNDER THE RELEVANT LAWS OF HONG KONG AND IS NOT INTENDED FOR THE 

PUBLIC IN HONG KONG. THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG KONG. NO ACTION HAS BEEN TAKEN IN HONG KONG TO PERMIT THE 

DISTRIBUTION OF THIS DOCUMENT. THIS DOCUMENT IS DISTRIBUTED ON A CONFIDENTIAL BASIS AND MAY NOT BE REPRODUCED IN ANY FORM OR TRANSMITTED TO ANY PERSON OTHER THAN THE PERSON TO 

WHOM IT IS ADDRESSED. 

 
DATA IN THIS DOCUMENT IS AS OF APRIL 30, 2013 UNLESS OTHERWISE NOTED.  
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From 1994 to 2007, the daily correlation between global equity indices averaged 38%. The 2008 financial crisis coincided with a 

radical shift in the interrelationship between global equity markets, with the daily correlation between global equity indices rising 

precipitously, averaging 64% from 2008 to 2012. To some extent this shift was driven by the fact that global central bank policy 

actions were highly correlated during this period, with most central banks acting in concert to inject liquidity into financial markets.   

 

This shift had profound implication for portfolio hedging:  As global risk assets moved in virtual lockstep, it increased probability that a 

portfolio hedge in one market could protect the value of risk assets in another market or geography. Basis risk between the hedge 

and the risk portfolio became  immaterial, incentivizing hedgers to quarter the globe in search of the cheapest possible options 

without regard to asset class or geography.   

 

Recently global equity correlation has fallen rapidly, in part because of the rapid shift in BOJ policy relative to other central banks. The 

magnitude of the resulting divergence in equity markets has been remarkable, with Japanese equities outperforming global equities 

by 45% over the past six months. Clearly basis risk is back and it is imperative that portfolio hedgers weigh the possibility that we 

may be entering a new global asset correlation regime and prepare to adapt their hedging strategies if the recent divergence is 

persistent.  

Basis Risk is Back 
Hedging Implications of  

Unilateral Central Bank Policy Action  
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Source: Bloomberg, Pine River 

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

70.00%

80.00%

90.00%

R
e
a
liz

e
d

 C
o
rr

e
la

tio
n
 

GLOBAL EQUITY INDEX CORRELATION  (SPX,SX5E,NKY,HSCEI) 

3M Corr

6M Corr

12M Corr
2008 Paradigm Shift 

Recent Divergence 

Basis Risk is Back 
Hedging Implications of  

Unilateral Central Bank Policy Action  


