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Hedge fund veteran claims
that skill in cherry picking

the best 1s not repl

Alan Djanogly, IAM head of
investments, tells Pauline Skypala
that if you get the managers right
performance follows

(jontacts are what count in the
fund of hedge funds business. “It
is very much a people business,”
says Alan Djanogly, head of investments
at International Asset Management, a
$5.2bn ( £ 2.6bn, ?3.9bn) group.

Any active asset manager might say
the same. But in the guarded world of
hedge funds, being on first name terms
with the most respected managers
carries significant advantages. Adding
value really does come down to having
the right relationship at the right level,
says Mr Djanogly.

He reels off a list of high profile
hedge fund names IAM has invested
with, including Renaissance Technolo-
gies’ Medallion fund, Sloane Robinson,
London Diversified, John Armitage’s
Egerton Capital, and Raptor Global,
part of the Tudor Group. “We invested
early with those managers - from the
beginning with Hugh and George [of
Sloane Robinson], London Diversified
and Armitage.”

Mr Djanogly is a veteran in the fund
of hedge fund arena, having begun
researching hedge funds when he joined
Drexel Burnham Lambert in 1987. He
was persuaded of the superiority of the
hedge fund approach by the 1987 stock
market crash. “I saw what hedge funds
could do in a collapsing market.”

He and former Drexel colleagues
Albert Fuss and Anthony Forward set
up IAM in 1989, and sold it to ABN Amro
Asset Management early in 2006. The
deal brings the advantages of access to
ABN Amro’s private bank, as well as its
institutional clients. “It also gives us the
ability to focus on managing money,”
says Mr Djanogly.

But there is no question of uncon-
strained growth. “If you take on too
much money, returns go down. ABN un-
derstands we will control our growth in a
measured way,” he says. AIS, for example,
has been “carefully grown”, with the lat-
est fundraising of £101m, just completed,
taking the total assets to $635m.

Alan Djanogly: The weight of money going into
‘I saw what hedge funds is an important issue. “We
::ﬂlgde;g'::sa apply our own guidelines on capac-
collapsing ity to other hedge funds. You have to
market.’ reassess [if a fund grows significantly].

DanielLynch  Can a manager who is good at running

$1bn run $10bn? Can single strategy
managers that suddenly become multi-
strategy groups control all the strategies
and traders?

1cable

“Most of the groups that we have seen
fail have been those that at the height of
their success took on too much money,”
says Mr Djanogly.

He does not think much has changed
in his 20 years of researching hedge
funds. “If you get the managers right,

performance follows.” The universe of
funds has expanded considerably, from
100-150 of note in the mid-1980s, to per-



haps 10,000 now. But most of these do not
meet Mr Djanogly’s definition of a hedge
fund: they are too small, directional, and
run by inexperienced managers.

True hedge funds hedge out market
risk rather than just jumping on a
strategy and riding the trend, he says.
“There are a lot of strategies out there
that are directional leveraged plays not
hedge funds.”

It is a mistake to describe hedge
funds as high risk, he says, although
they can be “if you don’t know what the
manager is doing”. The track record of
IAM’s listed vehicle, Alternative Invest-
ment Strategies, is proof of what hedge
funds offer if you can get access to good
ones, says Mr Djanogly. AIS, the first
fund of hedge funds to be listed on the
London Stock Exchange in 1996, has
provided annualised returns of 10 per
cent over a 10- year period. “It kept up in
the bull market and didn’t lose money in
the bear market. So I would say the only
risk is not being in hedge funds.”

IAM focuses on the highest quality
hedge fund managers - maybe 10 per cent
of the 10,000 universe, albeit a changing
10 per cent. “The managers we pick
understand how to run a hedge fund
business for the long term. We want con-
sistency. So we are very selective about
who we approve each year in terms of
new managers,” says Mr Djanogly.

IAMinvests with about 150 managers,
half of which are core investments and
half earlier stage. It has another 300 or
so in the pipeline it is researching. It will
typically hold 25 in a portfolio, and no
more than 30. “Running 100 managers is
a waste of time - painting by numbers,”
says Mr Djanogly.

He is not a fan of a top-down ap-
proach to hedge fund investing either.
It plays to the institutional world, he
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says, which likes the asset allocation
element. But IAM, whose business is 70
per cent institutional, takes a bottom-
up approach, with its views on asset
allocation formed by what the hedge
fund managers are saying, as well as
ABN Amro’s economic view.

“I won’t make a call on commodi-
ties, or so on. But I will make a call on
a manager,” says Mr Djanogly. He will
also take a view on strategies, “but we
need transparency with managers, so
we can blend different approaches”.
Some strategies are complex and dif-
ficult to understand, he admits. “We
are very careful evaluating anything
to do with leveraged loans, for example.
I would question putting money into a
lot of the new strategies because they
aren’t proven.”

IAMhas avoided any hedge fund blow-
ups. It wasn’t in Amaranth, for example,
due to concerns about the structure of
the fund, the fees and transparency. “It
fell over because it threw out the risk
control book,” says Mr Djanogly.

Looking forward, he is not too con-
cerned at the threat to the hedge fund
of fund business posed by replication
strategies, such as those launched by
Goldman Sachs and Merrill Lynch.
“We know how hard it has been to get
to where we are now, and we don’t have
a single solution that fits all client
requests. When they talk about back-
testing, it shows they haven’t managed
money in this area yet. So we must wait
and see.

“But I believe in the cult of the man-
ager, judging experience, character and
discipline. We are like the conductor of
an orchestra or the manager of a football
team - we have to cherry pick and change
individual members to suit the environ-
ment. That is very hard to replicate.”

CURRICULUM VITAE

Alan Djanogly
Born: 1962

1984: City of London Polytechnic (now London
Metropolitan University), BSc (Hons) degree in
Computing and Economics

1986: Investment management marketing, Robert
Fleming Investment Management

1987: Assistant vice-president, Drexel Burnham Lambert

1989: Founder, International Asset Management

INTERNATIONAL ASSET MANAGEMENT

Date established: IAM was independently established in
1989. The founders started investing in hedge funds in
1984

Headquarters: London. IAM Research LLC office in New
York was opened in 2003

Ownership: IAM is 100 per cent owned by ABN Amro
Asset Management as of February 2006

Assets under management: $5.2bn (£2.6bn, €3.9bn) as of
end December 2006

Number of employees: 56

Reprinted with permission by Media Revenue Services Limited.
Not to be reproduced without authorisation.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


