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QIC seeds hedge fund with $US150m 

by S imon Mumme  

Queensland Investment Corporat ion (QIC)  has emerged as the seed 

investor behind Pengana’s  g lobal  volat i l i ty  fund,  committ ing a  

$US150 mi l l ion mandate  to  the strategy,  which is  bui l t  to  prof i t  f rom 

market  turbulence through opt ions-trading.  

A l  Wi lk inson,  Pengana's  pr inc ipa l  por t fo l io  manager  for  the  fund,  sa id  he  

began  deve lop ing the  s t ra tegy w i th  QIC ’s  input  two years  ago.  

“They  were  in t r igued,  but  i t  was  a long process,  a  lo t  o f  work to  ge t  there , ”  

Wi lk inson  sa id .  

“The mandate  is  in  fo r  the  long-hau l . ”  

The  fund is  des igned to  generate returns  dur ing per iods  o f  market  

turbu lence.  And as  vo la t i l i ty  in tens i f ies ,  more  oppor tun i t ies  become 

ev ident .  “ I f  there  i s  a  ca tas t roph ic  movement ,  we look  for  grea t  returns .”   

Wi lk inson ,  who has  been  a  member  o f  the  Ch icago Board  Opt ions  Exchange  

s ince  1986,  he lped deve lop the  VIX Futures  vo la t i l i t y  index ,  a l so  dubbed 

the  ' fear  index ' .   

He  and h is  Ch icago-based team made the i r  f i r s t  investments  through the  

fund a  for tn igh t  ago,  a l loca t ing  on ly  to  North  Amer ican  markets.  The  

s t rategy  a ims to  generate  20 per  cent-p lus  re turns  over  th ree  years ,  

inves t ing  in  opt ions  f rom ind ices  inc lud ing the  S&P500,  and S&P Depos i tory  

Rece ip ts ,  exchange- t raded funds  known as ' sp iders ' ,  Wi lk inson  sa id .  

QIC ,  wh ich invests  in  the  fund through a  segregated  account ,  has  bu i l t  th i s  

a l loca t ion  in to  i t s  imp lemented  equ i t ies  d iv i s ion .   

“Vo la t i l i ty  i s  another  form of  arb i t rage .  I t ’ s  an  asse t  c lass , ”  Greg L idde l l ,   
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QIC  head of  imp lemented equ i t ies ,  sa id .  

 

“ I t  w i l l  be  less  cor re la ted w i th  o ther  a lpha dr ive rs . ”  

Greg C larke,  sen io r  por t fo l io  manager  a t  QIC ’s  implemented equ i t ies  

d iv i s ion ,  sa id  that  Wi lk inson prof i ted  f rom market  vo la t i l i t y  by  combin ing 

S&P fu tures  and ‘out-o f - the-money ’  opt ions.   

“A l  tends  to  s t ruc ture  i t  so  tha t  he  benef i t s  f rom t ime decay,  wh ich  means  

he  can buy an  opt ion  that  buys  protec t ion ,”  L idde l l  added.   

Wi lk inson  sa id  the  team looked at  h is tor i ca l  vo la t i l i t y  when dec id ing  wh ich  

ins t ruments  to  buy.  Th is  “matr ix  o f  pr i ce  and  t ime movement”  he lps  the  

inves tors  dec ide  what  shou ld  be  imp lemented.   

“We know the de l tas ,  the  overa l l  vo la t i l i ty  pos i t ions .  We look at  the 

por t fo l io  and then  we use  the  matr ix ”  

He  expected  the  veh ic le  to  ho ld  approx imate ly  $750,000 under  management  

by  the  second quar ter  o f  2008.  As ide  f rom QIC,  the  fund  has  rece ived 

commitments  f rom investors  in  Amer ica ,  Europe,  As ia  and Austra l ia ,  

inc lud ing h igh-net-wor th  ind iv idua ls .   
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