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Don’t Cut your Benefits
Cut your Investment Risk & 

Raise your Return
John Caslin

Alder Capital is regulated by the Financial Regulator.
This presentation is directed exclusively to ‘professional clients’ within the meaning of paragraph 1 of 
Annex II of Directive 2004/39/EC.
© Alder Capital Limited.  Registered in Ireland under number 316466.
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Introduction

• Focus on defined benefit (DB) 
pension schemes

• Nothing that you don’t already 
know

• Tie a few concepts together
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Source: 
Friends First 

with Alder 
Capital 

graphics.
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notes to this 

chart on slide 
13.

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS 
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Progress of a Managed Balanced 
Pension Fund Over the Last Eight Years

PAST RESULTS 
ARE NOT 

NECESSARILY 
INDICATIVE OF 

FUTURE 
RESULTS 
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Problems for Trustees & 
Sponsoring Employers when 

Equities Fall in Value

• Equities are the biggest component of 
managed funds
– Coincidence of risks 

• Accounting standards
– Balance sheet implications

• Pensions Board 
– Funding standard
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Possible Solutions

• “Write a cheque” to fund the pension 
deficit

• Cut the scheme benefits

• What about reducing investment risk? 
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Implications of Risk

Outlook for the Next 10 Years
Event

Peak-to-Trough
Fall in value of 

More than:

Managed Fund 
(11.7% Risk)

Percentage Chance 
of Event

25% 41%
PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS 

Source: 
Friends First 

with Alder 
Capital 

computations.

Please see 
notes to this 
table on slide 

13.
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Possible Solutions

• It’s easy to lower risk

• But what are the implications for 
return?

• What about reducing investment risk 
without diminishing return?
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Concepts

• There is no “all-weather” asset class

• Harry Markowitz’s Nobel Memorial Prize in 
Economic Sciences

• Put together assets that have their periods of 
positive & negative performance at different 
times
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Time 
Period

Managed Balanced 
(Ind.) Average Currency Fund

2001* 14.1%
16.2%
11.3%
- 9.7%
10.7%
11.1%
7.0%
2.5%
7.4%

Annualised Return
1/3/01 to 1/9/09 - 0.8% p.a. 8.0% p.a.

2002
2003
2004
2005
2006
2007 - 3.5%
2008 -34.4%
2009**

- 3.8%
-18.4%
12.2%
9.8%

19.7%
12.8%

14.7%

Source: 
MoneyMate.
Please see 

notes to 
this table 

on slide 13.

PAST RESULTS 
ARE NOT 

NECESSARILY 
INDICATIVE OF 

FUTURE 
RESULTS 

*1/3/01 - 1/1/02.  **1/1/09 - 1/9/09.
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PAST RESULTS 
ARE NOT 

NECESSARILY 
INDICATIVE OF 

FUTURE RESULTS 

Simulated performance may not be a reliable guide to future performance.

Reduced Risk & Increased Return
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Source: Friends 
First with Alder 

Capital 
computations & 

graphics.

Please see 
notes to this 

chart on slide 
13.
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Revised Risk Implications

Outlook for the Next 10 Years
Event

Peak-to-
Trough

Fall in value 
of More 

than:

Managed 
Fund 

(11.7% Risk)
Percentage 

Chance 
of Event

Diversified 
Managed Fund

(9.3% Risk)
Percentage 

Chance 
of Event

25% 41% 13%

Source: 
Friends First 

with Alder 
Capital 

computations.

Please see 
notes to this 
table on slide 

13.

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS 
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Summary

• Don’t solve today’s deficits by cutting the 
benefits or “writing a cheque” until ...

• The underlying cause of the problem: 
Investment risk

• Real diversification can lower risk & raise 
return
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Important Notes to Slides

Notes to Slide 6 & 11: Source: Friends First with Alder Capital computations.  Past risk reduction may not be a reliable guide to future risk reduction. Assumptions: 
Simulated figures assuming a return of 6.0% per annum net of fees, the risk level stated in the slide and a normal distribution of  returns for both the Managed and the 
Diversified Managed Fund.  The annualised standard deviation figures were derived using monthly data for the period 1st March 2001 to 31st December 2008 for the 
Friends First Mixed Fund and for the simulated returns of the Diversified Managed Fund. The annualised standard deviation of the Diversified Managed Fund is 
calculated using monthly data from an index of the prices of a 75%/25% combination of Friends First Mixed Pension Fund and the Insight Currency Fund.  Simulated 
risk figures may not be a reliable guide to future risk. The risk calculations are based on offer-to-offer returns, include the reinvestment of any income, profits and losses 
generated on the assets of the specified funds, are net of trading costs, fund management charges and performance fees and are on an investment in the specified 
funds and not premiums paid under policies linked to the specified funds. The returns on policies linked to the funds used will be lower because of the effects of various 
additional charges applied to policies and, where applicable, exit tax. The Insight Currency Fund is a fully-funded account and the returns shown include €-denominated 
interest income. The value of a policy linked to the funds in question can fall as well as rise and investors may get back less than the amount invested. The returns used 
to calculate risk are before taxation. 

Notes to Slide 9. Source: MoneyMate. *The return for 2001 is from 1st March 2001 to 31st December 2001. **The return for 2009 is from 1st January 2009 to 1st 
September 2009. Category: MoneyMate Irish Individual Pensions, Managed Balanced (Individual) Average and Specialist.  The returns shown are based on the offer-to-
offer performance of the funds and do not relate to the returns on a policy linked to the funds. The value of a policy linked to any one of these funds can fall as well as 
rise and investors may get back less than the amount invested.  Changes in exchange rates may have an adverse effect on the value, price or income from investments 
linked to these investments.  Income may fluctuate in accordance with market conditions and taxation arrangements.  The returns shown are before taxation.  These 
returns have not been achieved without risk of loss.  Please see slide 14 for details of the basis of presentation of the returns of the Insight Currency Fund. Risk of 
Loss: It is important to bear in mind that these returns were not achieved without risk of loss.

Notes to Slides 3 & 10.  Source: Friends First with Alder Capital computations & graphics.  Period Covered: 1st March 2001 to 1st September 2009. The returns shown 
are based on an index of the prices of the Friends First Mixed Pension Fund and an index of the prices of a 75%/25% combination of Friends First Mixed Pension Fund 
and the Insight Currency Fund.   The returns shown do not relate to the returns achieved by any particular investor.  The returns shown include the reinvestment of any 
income, profits and losses generated on the assets of the specified funds, are net of trading costs, fund management charges and, in the case of the Insight Currency 
Fund, performance fees and are on an investment in the specified funds and not premiums paid under policies linked to the specified funds.  The returns on policies 
linked to the specified funds will be lower because of the effects of various additional charges applied to policies and, where applicable, exit tax. The Insight Currency 
Fund is a fully-funded account and the returns shown include €-denominated interest income.  These returns have not been achieved without risk of loss.  Please 
see Alder Capital’s website (www.aldercapital.com) for details of the variation in return from month to month and over time. Simulated performance may not 
be a reliable guide to future performance.  The value of a policy linked to the Insight Currency Fund can fall as well as rise and investors may get back less than the 
amount invested. Changes in exchange rates may have an adverse effect on the value, price or income from investments linked to the Insight Currency Fund.  Income 
may fluctuate in accordance with market conditions and taxation arrangements.  The returns shown are before taxation .

http://www.aldercapital.com/
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Important Notes to Slides

Risk of Loss: It is important to bear in mind that the Insight Currency Fund returns 
were not achieved without risk of loss.  Please see www.aldercapital.com for some 
idea of the volatility of return from month-to-month; this is not a guarantee as to the 
size of losses; losses may exceed those shown.

Insight Currency Fund Notes: Source: Friends First with Alder Capital computations. The returns shown are offer-
to-offer returns, include the reinvestment of any income, profits and losses generated on the assets of the specified 
funds, are net of trading costs, fund management charges of 2% per annum and performance fees of 20% above the 
relevant ‘high water’ mark and are on an investment in the specified funds and not premiums paid under policies 
linked to the specified funds. The returns on policies linked to the Insight Currency Fund will be lower because of the 
effects of various additional charges applied to policies and, where applicable, exit tax. The Insight Currency Fund is a 
fully-funded account and the returns shown include €-denominated interest income.  These returns have not been 
achieved without risk of loss. The value of a policy linked to the Insight Currency Fund can fall as well as rise and 
investors may get back less than the amount invested. Changes in exchange rates may have an adverse effect on the 
value, price or income from investments linked to the Insight Currency Fund.  Income may fluctuate in accordance 
with market conditions and taxation arrangements.  The returns shown are before taxation.

http://www.aldercapital.com/


IAPF Annual Benefits Conference : 7th October 2009 www.iapf.ie

Important Information & Disclosures 
THIS DOCUMENT IS A MARKETING COMMUNICATION intended only for investors who meet 

all of the following definitions: PROFESSIONAL CLIENT within the meaning of Directive 
2004/39/EC,  ‘ELIGIBLE CONTRACT PARTICIPANT’ as defined in Section 1a (12) of the Commodity 

Exchange Act and ‘QUALIFIED ELIGIBLE PERSON’ as defined in CFTC Rule 4.7.    
Other investors should not rely upon the information in this document. 

 
 

Alder Capital Limited is a limited liability company which provides currency investment management 
services to investors and is incorporated in Ireland under registered number 316466 with registered 
office at 61 Merrion Square, Dublin 2, Ireland. 

Important Disclosures 
Name & Job Title of Individual who Prepared this Document Brian McCarthy, Director 
Name of Person Responsible for Production of this Document Alder Capital Limited 
Date on which Document was First Released for Distribution 5 October 2009 

Planned Frequency of Updates 

This document is supplied on the condition that
Alder Capital does not undertake to or accept
any obligation to keep the contents of this
document up to date.  

Competent Authority 
Alder Capital is authorised by the Financial Regulator (Irish Financial Services Regulatory Authority).  Alder
Capital is registered as a Commodity Trading Advisor with the Commodity Futures Trading Commission ("CFTC")
and is a member of the National Futures Association ("NFA").  
Status of Any Recommendations or Research 
The contents of this document have not been prepared in accordance with legal requirements designed to promote 
the independence of investment research and are not subject to any prohibition on dealing ahead of the 
dissemination of investment research. Alder Capital does not hold out any recommendations in this document as 
being an independent or objective explanation of the matters contained in any recommendation or as being impartial 
in relation to the activities of Alder Capital Limited. 
Important Conflict of Interest Disclosures 
The contents of this document have been prepared by an employee of Alder Capital Limited who is compensated 
based on, among other things, firm revenues and competitive factors.  Under the Alder Capital Employee Code of 
Conduct, employees are not permitted to trade in currencies for their own account or own shares in Diversification 
Strategy Fund plc.  Alder Capital acts as the investment manager of, has two directors in common with and is the 
distributor of shares in Diversification Strategy Fund plc.  Alder Capital is the investment manager of the Insight 
Currency Fund which is offered, priced and administrated by Friend First Life Assurance Company Limited. 
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Data used in this document have been obtained by Alder Capital from sources which Alder Capital
reasonably believes are reliable.  Alder Capital does not guarantee the accuracy or completeness of such 
data.    Data are not necessarily audited or independently verified.  Opinions, estimates and projections in 
this document constitute Alder Capital’s judgement as of the date of this document and are subject to change 
without notice.  
 
The information in this document does not constitute investment, accounting, credit, taxation, regulatory or 
legal advice. It does not take into account the investment objectives, financial position or particular needs of 
any particular investor.  If you intend entering into an investment management agreement with Alder 
Capital you should consult suitably qualified and independent investment, taxation, accounting, legal and
regulatory advisors to discuss your specific situation and investment objectives before proceeding.  Trading 
strategies and financial instruments discussed in this document are not suitable for all investors.  Before 
making any decisions in relation to investments managed by Alder Capital, recipients of this document 
should as part of their due diligence process review, challenge and discuss its contents, assumptions and the 
nature of the models used to derive analyses herein with their advisors and not regard this document as a 
substitute for the exercise of reasoned judgement on their part or on the part of their advisors.  The results, 
charts, graphs, figures and returns shown in this document are based on assumptions that may not be
realised and should not be relied upon as predictions of the future events. 
 
In deriving the results, figures and returns for the various analyses in this document, certain subjective 
assessments and assumptions were made.  No representation is made that (i) any results, figures or returns 
presented in this document will be achieved; (ii) all assumptions that might be used in generating these 
results, figures and returns have been considered or stated; and (iii) different models were considered in
generating results, figures and returns.  Changes to the assumptions or the models may have a material 
impact on any the results, figures and returns in this document.  A sensitivity analysis for any significant 
parameter is available on request.  Further information and an opportunity to discuss the contents, 
assumptions and nature of the models used to derive the analyses in this document are available by 
telephoning Brian McCarthy on +353 1 614 7232. 

Important Information & Disclosures – Page 2 of 4
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The information in this document is not to be construed as an offer to buy or sell or a solicitation of an offer 
to buy or sell any financial instrument or to participate in any trading strategy in any jurisdiction in which 
such an offer or solicitation would violate applicable laws or regulations.  Alder Capital is not soliciting any 
action based on this document. 

HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH 
ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS 
LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. IN FACT, THERE ARE 
FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE 
ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF
THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY 
PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT 
INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY 
ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY 
TO WITHSTAND LOSSES OR TO ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF 
TRADING LOSSES ARE MATERIAL POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING 
RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO 
THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY 
ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF 
WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS.  PAST PERFORMANCE IS NOT 
NECESSARILY INDICATIVE OF FUTURE RESULTS. 
 
The source of past performance figures covering Alder Capital’s various trading programs is Alder Capital. 
The source of performance figures for the Insight Currency Fund is Friends First.  The Insight Currency
Fund is a fully-funded account and the returns shown include €-denominated interest income.  The future 
performance & capital value of any investment managed by Alder Capital is not guaranteed.  The suppliers 
of data used in this document make no warranties or representation of any kind relating to the 
completeness, accuracy or timeliness of the data they provide and shall not be liable for any damages of any 
kind relating to such data.  Past performance may not be a reliable guide to future performance.  Past
correlation may not be a reliable guide to future correlation. 
 
Investments managed by Alder Capital may fall as well as rise in value.  Changes in exchange rates may 
have an adverse effect on the value, price or income from investments managed by Alder Capital.  Where
Alder Capital manages a managed account for an investor, the investor may not only lose all the amount 
originally invested or deposited, but also may have to pay more later.  Managed accounts may be subject to 
sudden and large falls in value.  Income may fluctuate in accordance with market conditions and taxation 
arrangements.  

Important Information & Disclosures – Page 3 of 4
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Investment management contracts with Alder Capital are not covered by any investor compensation
schemes. 
 
In the United Kingdom, this document has been issued only to professional clients and eligible
counterparties and all such persons shall be referred  to as ‘eligible recipients’.  This document must not be
acted on or relied upon by persons who are not ‘eligible recipients’.  Any investment activity to which this
document relates is only available to ‘eligible recipients’ and will be engaged by Alder Capital with only
with ‘eligible recipients’.  In other European Economic Area countries, this document has been issued to
persons regarded as professional clients or eligible counterparties or equivalent in their home jurisdiction. 
 
In Australia, this document is issued only to ‘wholesale clients’ within the meaning of section 761G of the
Corporations Act 2001. 
 
This document has been distributed with details of a link to Alder Capital’s Disclosure Document.  The
Disclosure Document provides an understanding of the risks & significant elements of Alder Capital’s
trading strategies, further details of past performance and the definition of terms used to state past
performance.  Click on the following hyperlink to view the Disclosure Document
(http://www.aldercapital.com). Alternatively, a hardcopy of the Disclosure Document may be requested by
telephoning Brian on +353 1 614 7232. 
 
© 2000-2009 Alder Capital Limited.  Alder Capital™ is a registered trade mark of Alder Capital Limited.  All
rights reserved.  This document and all of the information contained in it are either (i) proprietary
information of Alder Capital or (ii) a proprietary collection or arrangement of non-proprietary information
by Alder Capital.  The recipient of this document is forbidden to reproduce or disseminate this document in
whole or in part without the prior written permission of Alder Capital. 
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