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Eagles View Capital Management LLC October 2013
Performance Update

November 10, 2013

Click here to view our most recent investor tearsheet

Have we ever witnessed a Black Swan event- highly unlikely!
Dear Partners/Friends,

Eagle's View Capital Partners, L.P. 15 estimated at +1.30% for October with YTD
performance estimated at +5.65% net of all fees and expenses.

Eagle's View Offshore Fund, Ltd. Class G 1s estimated at +0.65% for October with YTD
performance estimated at +4.69% net of all fees and expenses.

As stated in our prior commentary, it 1s our goal and intention to enhance our return
profile while maintaining the core tenets of our offering which are wealth preservation,
lack of correlation to mainstream markets, low volatility, and prudent risk taking. To
that end, October was a successful month in that regard.

During the month of October, roughly 70% of our Managers were positive. Gains were
led by Algorithmic Pattern Recognition, European Power Trading, and Equity Statistical
Arbitrage. Option Volatility Arbitrage, Fixed Income Relative Value, and FX Statistical
Arbitrage suffered contained losses.

The Eagle's View Funds seek to provide investors with a truly uncorrelated source of
alpha versus the equity markets, bond markets, and other alternative investment
products. With the equity markets in the US gaining over 20% YTD, we are pleased that
we are largely keeping pace with the hedge fund industry and Fund of Funds industry in
terms of our return profile. Broadly speaking, the hedge fund industry and Fund of
Funds do have a high correlation to equities.

In our view, this reinforces the notion that Eagle's View is able to generate returns
without taking on directional equity risk, coupled with substantially lower volatility and
drawdowns. As such, we believe the quality of the returns that Eagle's View generates
are much more favorable from a risk/adjusted return profile. In an environment when
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markets are rallying unabated, this fact seems to become lost and dismissed as
irrelevant. However, during less heady times, this lack of correlation and more favorable
risk/adjusted return profile 1s highly coveted and desirable.

During many of our commentaries, we attempt to discuss a topic that might be of
interest or relevance to the broader hedge fund community. The topic of Black Swan
events came up during an investor conversation this week and I thought it would be an
interesting topic to address from our perspective. A Black Swan event has been defined
as an event or occurrence that deviates beyond what is normally expected of a situation
and that would be extremely difficult to predict. This term was popularized by Nassim
Taleb's book "The Black Swan: The Impact of the Highly Improbable”.

In his book, Nassim Taleb does not specifically define the number of standard
deviations from the mean constituting a "Black Swan” event. Rather, based upon our
anecdotal experience and conversations with market participants, Black Swan events
have most commonly been associated with events that are perceived to be roughly 6-
10+ standard deviations from the mean of the so-called "normal distribution curve". If
we accept this as relatively accurate by industry convention, it is highly unlikely that we
have EVER witnessed a Black Swan event.

This topic 1s relevant because many Wall Street risk-management models are built off of
this so-called "normal distribution curve” and hence, major banks, hedge funds, and
various Wall Street participants are managing risk and effectuating positions based upon
their creation of a normal distribution curve and the various probabilities associated with
that.

According to the 68-95-99.7 rule (Wikipedia), a 6 standard deviation move happens 1 in
506,797,346 or once every 1.38 million years (history of mankind). Furthermore, a 7
standard deviation event happens 1 in 390,682,215.445 observations or once every 1.07
billion years. However, when using the standard "normal distribution curve" of prices
and events that have occurred during the history of markets, one might assume that
Black Swan events happen with much greater regularity.

In fact, just going back to recent history, the crash of 1987, the implosion of Long-Term
Capital Management (and the subsequent events of 1998), the Sept. 11 attacks, the
failure of Lehman, the events of 2008, and the flash crash of 2010 are likely all simply
events that are well within the 'normal distribution curve' and should be expected to
happen with regularity as we have witnessed to be the case these past years.

At best, our feeling is that these events may be characterized as 'fat tail’ events possibly
roughly 3 standard deviations from the mean or even less. Simply put, mankind and
certainly market history have not accumulated enough data points to draw an accurate
and true representation of a normal distribution curve. In fact, it is our belief, that the
only Black Swan event that may have ever been observed is the mere existence of
mankind. Even that, in our view, one has to make the rather unlikely assumption that of
all the countless planets, stars, and universes intelligent life 15 an extreme rarity rather
than more common than generally assumed.

In any case, how does this pertain to Eagle's View and how do we make money on this?
In short, we do not. This pertains more to risk-management than proactive position
taking. In short, we reject the notion of the widely accepted normal-distribution curve as
containing a non-statistically relevant sample size of data. As such, we keep an wide
open mind and our only assumption is that the unexpected 1s simply the norm. All
market actively is largely uncharted territory and quantitative analysis based upon a very
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small sample size of non-statistically relevant data and should merely be used as a
simple tool and 1s no substitute for absolute stop-loss and gualitative judgment. In fact,
many of the 'survivors' in our industry have not necessarily been the brilliant
mathematicians who rely upon their mathematical models as the gospel, rather, it has
been those individuals who have maintained a truly open mind, understand that history
is being written every day, assume that the only thing that is assured 1s the unexpected,
and have maintained the discipline to execute upon stop losses despite what their
models may signal. We do fear that the Wall Street industry relies far too heavily upon
non-statistically relevant quantitative analysis to model and manage risk. This in itself
may be the cause of the next fat-tail or even the truly elusive Black Swan event.

Eagle's View is invested in strategies that attempt to exploit market inefficiencies and
maintain a positive expectancy throughout all types of market environments. We
strongly believe in the value of providing investors with a return stream that is a unigque
source of alpha versus their other more traditional investments.

We are pleased to announce our new office location at 135 East 57th St, 23rd Floor,
New York, NY 10022,

We are accepting new clients within our Fund of Funds product as well as within our
Advisory business. Please contact me with further interest in our products/services.

Disclaimer: Past performance is not indicative of future results. This newsletter is provided for
informational uses only and should not be used or considered an offer to sell, buy or subscribe
for securities, or other financial instruments. Prospective investors may not construe the
contents of this newsletter or any prior or subsequent communication from us, as legal, tax or
investment advice. Each prospective investor should consult hisfher personal Counsel,
Accountant, and other Advisors as to the legal, tax, economic and other consequences of hedge
fund investing and the suitability of such investing for him/her. Further, the contents of this
newsletter should not be relied upon in substitution of the exercise of independent judgment.
The information contained herein has been obtained from sources generally deemed by us to be
reliable, however, all or portions of such information may be uniquely within the knowledge of
parties which are unaffiliated with us or our affiliates and, therefore, may not be amenable to
independent investigation or confirmation. In such cases, we have not undertaken fo
independently investigate or confirm the accuracy or adequacy of such information, but we have
no reason to believe that such information was not accurate and adequate, to the best of our
knowledge, when given. The index comparisons herein are provided for informational purposes
only and should not be used as the basis for making an investment decision. There are
significant differences between client accounts and the indices referenced including, but not
limited to, risk profile, liquidity, volatility and asset composition. Funds included in the HFRI
Monthly Indices must report monthly returns; report net of all fees retumns; report assets in US
Dollars, and have at least $50 million under management or have been actively trading for at
least twelve (12) months. Fund of Funds invest with multiple managers through funds or
managed accounts. The strategy designs a diversified portfolio of managers with the objective of
significantly lowering the risk (volatility) of investing with an individual manager. The Fund of
Funds manager has discretion in choosing which strategies to invest in for the portfolio. A
manager may allocate funds to numerous managers within a single strategy, or with numerous
managers in multiple strategies. The minimum investment in a Fund of Funds may be lower than
an investment in an individual hedge fund or managed account. The investor has the advantage
of diversification among managers and styles with significantly less capital than investing with
separate managers. PLEASE NOTE: The HFRI Fund of Funds Index is not included in the HFRI
Fund Weighted Composite Index. It is important to note that investing in hedge funds involves
risks. Please request and read the Private Placement Memorandum for a complete description
of the risks of hedge fund investing. Hedge fund investing may involve, in addition to others, the
following risks: the vehicles often engage in leveraging and other speculative investments which
may increase the risk of investment loss; they can be highly illiquid; hedge funds are not
required to provide periodic pricing or valuation information to investors; they may involve
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complex tax structures and thus delays in distributing important tax information may occur;
hedge funds are not subject to the same regulatory requirements as mutual funds and they
often charge high fees. Opinions contained in this Newsletter reflect the judgment as of the day
and time of the publication and are subject to change without notice. Eagle's View Capital
Management, LLC provides investment advisory services to clients other than the Funds, and
results between clients may differ materially. Eagle's View Capital Management, LLC believes
that such differences are attributable to different investment objectives and strategies between
clients. Past performance is not a guarantee of future results. If you are not the intended
recipient or hawve received this communication in error please notify the sender immediately and
destroy this communication. Any unauthorized copying, disclosure or distribution of the material
in this communication is strictly forbidden.

Kindest regards,

Meal Berger
President

Wﬂ pital Management LLC

Forward email

&2
This email was sent to N -, I

Instant removal with SafelUnsubscribe™  Privacy Policy.

Eagles View Capital Management LLC | 135 East 57th 5t | 23rd Floor  Mew York | NY | 10022

EFTA00694449



