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Company Profile

• Optimal Investment Services (OIS) is an independent investment management company incorporated in 
Switzerland and wholly owned by Santander AM Holding S.L. in Madrid

• More than 18 years investing in Hedge Funds with the real track record since 1995

• We provide alternative investment solutions: a choice of 10 funds of funds plus 3 single manager feeder 
funds and an advisory and investment management service that caters to the specific needs of large 
clients for tailor-made solutions

• We offer a range of advisory and investment management services

• We have a global reach with teams present in Geneva, London, Madrid, New York, Tokyo, and 
Singapore (see Disclaimer) with more than 70 employees

• Member of the Swiss Association of Asset Managers (SAAM) and of the Swiss Fund Association (SFA). 
Approved investment manager by the Irish and the Luxemburg Central Banks 
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Mission and Philosophy

• Our mission is to provide unparalleled & dedicated solutions to address the needs of our clients in the 
alternative investment universe

• Optimal understands that good investment and risk management rely on a clearly understood and 
repeatable process but we also believe that experience, judgment and common sense play a key part in 
making the good decisions that generate strong performance

• Over 18 years Optimal has developed a process that adheres to a clearly defined framework of rules and 
codes that are sufficiently flexible to allow our process to evolve and change to suit new environments

• While we employ clearly laid down risk rules which trigger red flags, these are designed to control risk 
rather than prevent it. We aim to take carefully calculated risk in order to achieve strong performance

Most importantly of all we understand that, while a strong process is critical to investment success, it is 
nothing without consistently high risk-adjusted returns
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Fund Description & Objective

INCEPTION DATE: JANUARY 1997
CURRENCY: USD/ EUR
DOMICILE: BAHAMAS / IRELAND FEEDER
ASSETS UNDER MANAGEMENT: USD 3,209 MM
STATUS: CLOSED
REDEMPTION: MONTHLY (35 DAYS NOTICE)
INVESTMENT MANAGEMENT FEES: A CLASS 2.15%, B CLASS 1.65%, 

NO INCENTIVE FEES
NUMBER OF MANAGERS: 1
EXPECTED RETURN: TWICE THE LONG U.S. TREASURY BOND
ESTIMATED VOLATILITY: 3%
ESTIMATED CORRELATION TO EQUITIES: 0.25

CUMULATIVE RETURN SINCE INCEPTION

Optimal Strategic U.S. Equity seeks to obtain long-term capital 
appreciation of its assets through the utilisation of non-traditional 
options trading strategies. The Fund has established a 
discretionary account with a U.S. broker-dealer registered with 
both the SEC and the NASD, who is responsible for the execution 
of the fund’s trading strategy.

FUND DESCRIPTION

Source: Optimal Investment Services, Performance from January 1997 to September  2008, Class A USD
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Fund’s Performance
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CUMULATIVE RETURN SINCE INCEPTIONPERFORMANCE 2008

Source: Optimal Investment Services, Performance from January 1997 to September 2008, Class A USD
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Trading Activity

THE MANAGER GOT PARTIALLY INVESTED AT THE BEGINNING OF THE QUARTER, MAINTAINING CAUTIOUS EXPOSURE 
THROUGH AUGUST AND EXITING THE TRADE RIGHT BEFORE THE SEPTEMBER VOLATILITY

Source: Bloomberg/Optimal Investment Services, Performance from January 2005 to September 2008

450

500

550

600

650

700

750

O
ct

-0
6

O
ct

-0
6

N
ov

-0
6

D
ec

-0
6

Ja
n-

07

Fe
b-

07

M
ar

-0
7

A
pr

-0
7

M
ay

-0
7

Ju
n-

07

Ju
l-0

7

Au
g-

07

S
ep

-0
7

O
ct

-0
7

O
ct

-0
7

N
ov

-0
7

D
ec

-0
7

Ja
n-

08

Fe
b-

08

M
ar

-0
8

A
pr

-0
8

M
ay

-0
8

Ju
n-

08

Ju
l-0

8

Au
g-

08

S
ep

-0
8

S&
P

 1
00

0

10

20

30

40

50

60

70

80

V
ol

at
ili

ty
 (V

IX
)

Arbitrage trade active in Optimal Strategic US Equity
Volatility (VIX index)
S&P 100



8C
O

N
FI

D
E

N
TI

A
L

optimal INVESTMENT SERVICES3R
D

 Q
U

A
R

TE
R

 2
00

8 
O

PT
IM

AL
 S

TR
AT

EG
IC

 U
.S

. E
Q

U
IT

Y 
LT

D
. 

Highlights of the 3rd Quarter

• July: After exiting the market and staying in T-bills throughout June, the manager had initiated a partial 
position during the month of July.  The strategy proved beneficial as the fund capitalized on a sudden 
spike in volatility mid-month. The Fund continues to have partial market exposure at this time, as the 
manager awaits the next opportunity to increase position sizing with the usual bull collar spread.

• August: After a cautious period of staying in T-bills throughout May and June, the manager remained to 
have a partial position in August. The strategy proved beneficial as the fund capitalized on several intra-
month opportunities by taking advantage of the miss-pricings in the options market. The fund continues 
to have partial market exposure at this time, as the manager awaits the next opportunity to increase 
position sizing the usual bull collar spread. 

• September: After getting cautiously invested at the end of July, the fund maintained the positioning 
through the middle of September. The strategy proved beneficial as the fund capitalized on several intra-
month opportunities in the beginning of the month by taking advantage of the miss-pricings in the 
options market. After seeing the fundamentals deteriorate during the second week of September, the 
manager completely exited the trade and remained in T-bills for the remainder of the month.

MONTHLY PERFORMANCE
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Optimal Strategic US Equity

Current Performance

THE FUND RETURNED 2.39% IN THE FOURTH QUARTER, COMPARED WITH -8.88% FOR THE S&P 500

Source: Optimal Investment Services, Performance from January 1997 to September 2008, Class A USD
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Summary of Fund Achievements

• The manager got partially invested at the beginning of the quarter, maintaining cautious exposure 
through August and exiting the trade right before the September volatility

• Review and outlook:
— The manager’s market timing was impeccable during the recent period, as he was able to find great 

entry and exit points to benefit investors
— The current volatile environment continues to provide many opportunities for the strategy to 

outperform its equity index benchmark
— The Fund navigated one of the most difficult periods in recent market history successfully, managing 

to produce a gain in the face of high market volatility

OPTIMAL STRATEGIC U.S. EQUITY FUND OUTLOOK:
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Statistics Relative to Various Markets

OPTIMAL STRATEGIC U.S. EQUITY’S PERFORMANCE IS HIGHLY UNCORRELATED WITH THE U.S. 
EQUITY MARKET AS WELL AS HEDGE FUND RETURNS IN GENERAL

Source: Optimal Investment Services/HFR, Performance from January 1997 to September 2008

• Generated an average annualised return of 11.05% after fees

• Achieved a consistency of 92.14% positive monthly returns

• Offered a very favourable Sharpe ratio of 2.12 (5%)

• Very low correlation to U.S. equity market (S&P 500) of 0.26

0.260.094NACorrelation
58.87%67.38%92.14%% Months with Positive Return
Sep-02Aug-98Feb-03Worst Month

-14.58%-8.70%-0.39%Worst Monthly Drawdown
-0.090.808.30Sortino Ratio (5%)
0.010.562.12Sharpe Ratio (5%)

11.31%4.80%0.68%Downside Deviation (5%)
15.14%7.36%2.67%Annualized Std Deviation
3.94%9.10%11.05%Compounded Annual Return

S&P 500
HFRI FUND WEIGHTED 

COMPOSITE INDEX
OPTIMAL STRATEGIC 

US EQUITYJANUARY 1997 – SEPTEMBER 2007
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Cumulative Performance
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Source: Optimal Investment Services, Performance from January 1997 to September 2008
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Risk and Return

THE FUND HAS ACHIEVED SUPERIOR RETURNS WITH FAR LOWER VOLATILITY COMPARED TO THE U.S. EQUITY 
MARKET AND A MULTI-STRATEGY HEDGE FUND INDEX

MONTHLY STANDARD DEVIATION
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Source: Optimal Investment Services, Performance from January 1997 to September 2008

Optimal Strategic US 
Equity Class A Series USD

HFRI Fund Weighted 
Composite Index

S&P 500 (Excl. divs.)
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Return vs Traditional Equity Markets

THE FUND HAS OUTPERFORMED DURING CRISIS PERIODS
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-30%

-20%

-10%

0%

10%

20%

Jul - Aug 98 Long
Term Capital Mgmt

Apr 00 - Mar 01  Tech
bubble burst

Sep 01 WTC attack Jun - Sep 02
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Credit bubble burst

S&P 500
Optimal Strategic US Equity

Source: Optimal Investment Services, data to September 2008
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Rolling Compound 12 Month Return

THE FUND HAS HAD POSITIVE ROLLING RETURNS SINCE INCEPTION
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Distribution of Returns
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The Fund’s Strategy

• The Fund uses an equity index option arbitrage strategy that hedges directional risk, capturing the value created 
through relative price deviations between an index’s derivatives and a representative equity basket

• The strategy consists of purchasing equity shares, selling related call options, and buying related put options as 
follows:
— Purchase a basket of thirty to forty large-capitalisation S&P 100 stocks which represent most of the weighting 

of and have a high degree of correlation with the index
— Sell out-of-the-money S&P 100 index call options representing a dollar amount of the underlying index 

equivalent to the dollar amount of the basket of shares purchased
— Purchase out-of-the-money or at-the-money S&P index put options in the same dollar amount

• The long put/short call position constitutes a synthetic short of the market, which provides a hedge against the 
long stock positions. Put and call option positions are actively managed as strike prices and maturities are 
adjusted in response to relative valuations and general market movements

• The short call trade, although limiting the upside potential of the portfolio, funds the purchase of the long put 
position, thus enabling the manager to use all available funds for the purchase of the equity basket

• The broker-dealer that implements the strategy acts primarily as a market maker in stocks. Its extensive market 
making and investing experience aid the effective timing of trades

• All trades are required to take place within set parameters for effective risk management

EQUITY ARBITRAGE STRATEGY
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Risk Management

• Trades are aggregated to track level of exposure, directionality, and estimate likely outcome for period

• Timing and sizing of individual trades, among other variables, are verified for conformity with the 
trading authorisation that ensures integrity of strategy

• Statistical analysis of equity positions is performed to verify high correlation with S&P 100

• Attribution analysis is performed with final returns

• Monthly commentary on Fund strategies and results is produced

OPTIMAL PERFORMS AN IN-DEPTH ANALYSIS OF THE MANAGER’S TRADING STRATEGY ON A MONTHLY BASIS:
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Disclaimer and Legal Notice 

THE INFORMATION INCLUDED IN THIS DOCUMENT IS CONFIDENTIAL AND HAS BEEN COMPILED BY OPTIMAL INVESTMENT SERVICES S. A. ("OPTIMAL")
FROM SOURCES THAT OPTIMAL CONSIDERS TO BE RELIABLE. HOWEVER, OPTIMAL HAS NOT CONFIRMED OR VERIFIED THE ACCURACY OF THIS 
INFORMATION AND DOES NOT REPRESENT OR GUARANTEE THAT THIS INFORMATION IS ACCURATE OR COMPLETE. VALUATIONS CONTAINED IN THIS 
DOCUMENT HAVE BEEN CALCULATED BY OPTIMAL FROM PROPRIETARY PRICING MODELS AND/OR EXTERNAL PRICING SERVICES SELECTED BY 
OPTIMAL IN ITS SOLE DISCRETION. 

THIS DOCUMENT REFLECTS INFORMATION AVAILABLE AS OF THE DATE THIS DOCUMENT WAS PREPARED, WHICH IS SUBJECT TO CHANGE WITHOUT 
NOTICE. BY USING THE INFORMATION OR ANY OPINION OR RECOMMENDATION CONTAINED IN THIS DOCUMENT, YOU RELEASE OPTIMAL FROM ALL 
LIABILITY OF ANY KIND OR NATURE ARISING FROM SUCH USE, INCLUDING BUT NOT LIMITED TO LIABILITY FOR CONSEQUENTIAL PUNITIVE OR SPECIAL 
DAMAGES. PLEASE BE ADVISED THAT INVESTMENT DECISIONS MUST CORRESPOND TO YOUR PERSONAL CIRCUMSTANCES AND FINANCIAL 
SITUATION. BEFORE MAKING ANY INVESTMENT DECISION, YOU SHOULD SEEK RELEVANT AND SPECIFIC PROFESSIONAL ADVICE. THE CONTENT OF 
THIS DOCUMENT DOES NOT ENSURE OR GUARANTEE THE FUTURE RETURNS OF THE FUNDS DESCRIBED IN THIS DOCUMENT. 

THIS DOCUMENT IS EXCLUSIVELY FOR INFORMATION PURPOSES AND DOES NOT CONSTITUTE AN OFFER OR SOLICITATION WITH RESPECT TO THE 
PURCHASE OR SALE OF ANY SECURITY NOR DOES IT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION IN WHICH SUCH AN OFFER OR 
SOLICITATION IS NOT AUTHORIZED OR TO WHOM IT IS UNLAWFUL TO MAKE SUCH SOLICITATION OR OFFER. THE STOCKS, INVESTMENT FUNDS AND 
OTHER FINANCIAL PRODUCTS REFERRED TO IN THIS DOCUMENT ARE NOT GUARANTEED BY ANY GOVERNMENTAL AGENCY. THEY ARE NOT 
DEPOSITS OR OTHER OBLIGATIONS OF, NOR ARE THEY GUARANTEED BY, OPTIMAL, ITS SUBSIDIARIES AND/ OR ANY OTHER PERSON OR ENTITY 
WITHIN GRUPO SANTANDER. THE STOCKS, INVESTMENT FUNDS AND OTHER FINANCIAL PRODUCTS REFERRED TO IN THIS DOCUMENT MAY BE 
SUBJECT TO INVESTMENT RISKS INCLUDING, BUT NOT LIMITED TO: MARKET AND CURRENCY EXCHANGE RISKS, VALUE FLUCTUATIONS AND 
POSSIBLE TOTAL LOSS OF THE CAPITAL INVESTED. PLEASE KEEP IN MIND THAT PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. THIS
DOCUMENT IS THE INTELLECTUAL PROPERTY OF OPTIMAL, AND ITS CONTENTS MAY ONLY BE USED FOR INFORMATIONAL PURPOSES. OPTIMAL 
RESERVES ALL RIGHTS IN THIS DOCUMENT. UNITS IN THE INVESTMENT FUNDS DESCRIBED IN THIS DOCUMENT HAVE NOT BEEN AUTHORIZED FOR 
PUBLIC DISTRIBUTION IN SWITZERLAND BY THE FEDERAL BANKING COMMISSION UNLESS OTHERWISE STATED. THEY MAY ONLY BE PURCHASED 
PRIVATELY AND UPON REQUEST TO OPTIMAL. 

THIS DOCUMENT IS NOT INTENDED FOR DISTRIBUTION TO RETAIL INVESTORS. IN ADDITION, UNITS IN THE OPTIMAL FUNDS AND ANY OTHER FUNDS 
DESCRIBED IN THIS DOCUMENT MAY NOT BE OFFERED, SOLD OR DISTRIBUTED IN OR FROM THE USA AND THEIR TERRITORIES. THIS DOCUMENT IS 
ONLY BEING DISTRIBUTED IN THE UK TO, AND THE INVESTMENT FUNDS REFERRED TO IN THIS DOCUMENT ARE ONLY AVAILABLE TO, PERSONS WHO 
ARE OF A KIND TO WHOM SUCH INVESTMENT FUNDS MAY LAWFULLY BE PROMOTED BY A PERSON AUTHORISED UNDER THE ACT (AN “AUTHORISED 
PERSON”) BY VIRTUE OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005.

OPTIMAL CURRENTLY HAS A FORMAL REGULATED PRESENCE EXCLUSIVELY IN SWITZERLAND. NOT FDIC INSURED – NO BANK GUARANTEE – MAY 
LOSE VALUE


