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From Komfie Manalo, Opalesque Asia:

The global equity and credit markets were hit hard in July and August by a mix of
macroeconomic factors resulting from the delay of the U.S. debt ceiling resolution and the credit
rating downgrade of the US by Standard & Poor's from AAA to AA+ . Weak economic data and
concerns about the potential for a double dip recession only added to the negative market
sentiment.

There is one hedge fund that plans to benefit from these volatile market conditions. While
others struggled with their performance, the Raven Rock Credit hedge fund, which is managed
by North Carolina-based Raven Rock Capital generated a positive return of +0.69% last month
(+6.47% YTD).

Except for the month of June this year when Raven Rock posted a "manageable" -0.57% loss,
the fund has been in positive territory since July of last year. It finished 2010 up +18.82%.

The fund is currently featured in Opalesque Solutions' Emerging Managers Database.

In an exclusive interview with Opalesque, Raven Rock Capital Managing Partner Guy Caplan
explained that the fund's multi-strategy approach once again proved beneficial in July. The
directional credit strategy performed well as credit rebounded from the June lows. Performance
was boosted by the fund's decision to rotate into select high yield names that had been
indiscriminately punished during the June market dip. Its avoidance of the lowest end of the
credit curve and short duration also helped. Convertible arbitrage returns were basically flat, as
profitable gamma trading was offset by a contraction in convertible valuations.

Caplan added: ''The strategy has fared relatively well in early August despite the dramatic selloff
in the global equity and credit markets. Convertible arbitrage has fared better than high yield,
while our healthy portfoliO yield and short positions have offset some of the markdowns. We
entered the month with a fairly defensive portfolio, with the lowest net leverage since
inception. We are using the dislocation in the markets as an opportunity to rotate into oversold
securities of issuers that we deem to be fundamentally sound. With US high yield spreads
reverting to two year highs we are more constructive toward increasing leverage."

Raven Rock's approach to portfolio construction and risk management is consistent regardless of
market conditions. Its goal is to construct a portfolio that has positive cash flow, moderate
credit risk, good liquidity, exposure to equity volatility and positive event upside such as
tenders, exchanges, and M&A. From a credit perspective, the hedge fund has focused on the
higher-quality end of the high yield spectrum. The fund has not reached down the credit curve
and does not intend to now.

"We have maintained a duration of less than three years since inception and our leverage is
modest. Since the market selloff began we have increased our trading activity significantly to
take advantage of increasingly inefficient credit markets," Caplan said.

Raven Rock's strategy
Explaining the hedge fund's strategy, Caplan said the fund was designed to capitalize on its core
competencies, fundamental credit analysis and the ability to analyze complex credit securities.
The partners also wanted to create a fund that did not have the volatility of returns
characteristic of a single strategy. Raven Rock has a single team trading across several
strategies which are related but have different risk and return characteristics.

Caplan further explained: ''The fund invests in liquid credit instruments across the capital
structure of US companies. The portfolio consists of two strategies, relative value and
directional credit. Currently, a majority of our positions are in convertible arbitrage and event
driven credit. We dynamically allocate to these strategies based on the potential return relative



to risk. Our fund has performed well against our competitors as well as other strategies. I
believe we are in the top quartile versus our peer group."

The strategy has worked exceedingly well since inception, and the results demonstrate the
volatility dampening impact of the multi-strategy approach. The fund has an annualized rate of
retum of 19% and an annualized volatility of around 5%. It has experienced a few market dips
along the way and its risk management and trading skills have been put to the test. The
investment team has been adroit at adjusting the allocation between strategies as their relative
attractiveness shifts.

Going forward, Caplan said while they do not forecast performance, their strategy and their fund
have typically performed well after broad market sell-offs. Accordingly, they are constructive on
the last quarter of this year and into the following year. Although there are many negative
macro factors, domestic corporate balance sheets are one of the few bright spots in the US
economy. An environment of wider credit spreads, a low default rate and the expectation of
continued volatility in the equity market is ideal for Raven Rock's strategy. "The Raven Rock
investment team has managed portfolios together over many years and across many market
cycles. Our experience makes us confident that we can achieve results while controlling risk in
what should be interesting times ahead," he concluded.

Raven Rock Credit Fund can be found in Opalesgue Solutions' Emerging Managers Database,
which is available to Opalesque' subscribers. Subscribe here: Source.

If you want your fund to be in the Emerging Managers Database, please send your information
to: db@opalesque.com.


