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2017. And Now for Something 
Completely Different

True Partner Fund - Volatility update

Govert Heijboer: ‘Where the few shocks 

of 2016 were quickly digested by the 

markets with a rapid return to complacency 

including long periods of quiescence, we 

do not expect more of the same for 2017’

For us, the two main areas of impact would be 
monetary policy and global asset inflation.

1. The global, concerted suppression of volatility, 
especially in equity and bond markets, by 
central banks is bound to end

2. While contagion between asset classes will 
remain, general movement will decouple

Written by Mr. Tobias Hekster and Mr. Govert Heijboer, Chicago / Hong Kong.

To declare that 2016 has provided 
some pivotal surprises would 
be to state the obvious. While 
antipathy against the political 
configuration across the Western 
world has been rising ever since 
the Great Financial Crisis of 2008, 
it has come to full fruition this 
year. 

No longer do politicians seem to 
represent their constituents, no 
longer is the knowledge of experts 
deemed relevant and no longer is 
international trade perceived to be 
an engine of global growth. The 
voices of 2016 eerily resemble those 
of a distant past, where isolationism 
and ‘law and order’ were solutions 
to economic ails.

The change in the political climate 
is widely discussed globally. In our 
opinion just as interesting are the 
repercussions of the shock events 

we have witnessed, (Brexit and 
Trump), as well as the potential 
shocks in the coming year on 
global markets with Europe taking 

central stage. After all, the wave 
of discontent does relate to the 
(perceived) effects of massive 
monetary stimuli across the globe.

Donald Trump during a press conference july 2016 in New York
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Brexit was partly about the self-
proclaimed ‘99%’ not benefitting 
from monetary stimuli and the 
resulting rise in financial assets. Real-
estate rose, wages and purchasing 
power did not. In his campaign, 
Trump continuously attacked loose 
Federal Reserve policy as ‘politically 
driven’. We expect sentiment to 
further curtail central bank mandates 
(especially in Europe). In addition, 
the toolkit for the Bank of Japan 
appears to be virtually empty now. 
As a result, we would expect not just 

an occasional spike in volatility as we 
have seen in 2016. But unlike this year 
where market calm rapidly returned 
after events, the ‘all-clear sign’ and the 
resulting decline in volatilities might 
prove elusive in 2017.

Whereas we witnessed an increase 
in contagion between asset classes, 
the spill-over into equity markets 
has remained relatively limited. 
Compared to the continued volatility 
in currency and commodity markets 
and the renewed volatility in the 
bond markets following the Trump 
election, the equity markets have 
been very stable with the S&P 500 
having one of its most quiet periods 
since 1995 between Brexit and the US 
elections.

With shifts in trade flows, fiscal stimuli 
and a resurgence of interest rates this 
would be expected to change. The 
conundrum over the past years has 
been that all asset classes could rise 
simultaneously (the ‘cash’ tsunami 

lifting all boats). The return of interest 
is akin to a return of a normal ebbs 
and flows tidal wave pattern and will 
reshuffle the relation between asset 
classes. This sudden change would 
normally be less orderly and as such 
can be expected to occur in leaps and 

bounds. This would typically result in 
volatility events across the affected 
asset classes. If rhetoric becomes 
policy, curtailment of international 
trade will be felt across markets with 
the most open economies having the 
most risk. 

All in all, where the few shocks of 2016 
were quickly digested by the markets 
with a rapid return to complacency 
including long periods of quiescence, 
we do not expect more of the same 
for 2017. The trend towards a ‘normal’ 
volatility environment will continue, 
reflected in both elevated, or should 
we say, not depressed, levels of 
volatility but also in more continuing 
turbulence in the aftermath of 
events. Expect less Brexit and more 
Taper Tantrum (we will refresh your 
memory on that one later).
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A trip around the world starting in  
   the USA and moving towards Europe…

As the impact could vary across different geographies, we will 
take you around the world markets touring the various potential 
flashpoints similar to last years’ update.

US: IMPACT OF TRUMP WILL BE ‘HUGE’

Regardless of ones opinion on President-Elect Donald 
J Trump, one thing is certain. The impact is going to 
be ‘huge’. But it remains to be seen which parts of the 
agenda will actually be enacted. Will the GOP-dominated 
Capitol pull a ‘2009’ where the massive tax cuts will be 
implemented, but the fiscal spending will be blocked? 
Will the investment program be implemented at the 
expense of other budget items, or will debt spiral upwards 
to a level certain to awake the Bond Vigilantes of the past?

The markets seem to point at the latter, judged by the 
sharp rise in US interest rates. To the extent that one 
subscribes to either ‘trickle down’ or Keynes, US equity 
markets have room to continue their rally. On the other 
hand, those who have rallied behind the necessity of low 
rates to stimulate the economy should be quite worried. 
Mortgage rates, to name just one example, have increased 
over 50 points since November 8th. It is interesting to note 
that the ‘losers’ of the Trump presidency appear to be the 
very same FANG stocks that have catapulted the S&P 500 
and Nasdaq 100 towards their highs earlier this year.

But as there are so many moving parts, the only certainty 
appears to be the continuation of uncertainty and 
mutability. Arguably, the President-Elect’s character 
is inherently more volatile than that of the outgoing 
President, which seems inevitable to manifest itself in US 
government policy as well. However, the US economy was 
in relatively good shape going into November, so the de-
facto engine of the global economy remains in a bit of an 
enviable position, compared to other markets.

UK: A PAINFUL VOLATILE DIVORCE

Traveling East, the United Kingdom is not so lucky. The 
clearer it becomes that the Brexit vote was not necessarily 
an economic one, but a social one, the consequences are 

increasingly deemed to be negative. Recent data from OBR 
(non-partisan Office of Budget Responsibility) reflect a net 
negative impact exceeding GBP 200 million per week. 
A red bus springs to mind for the keen observer. While 
the FTSE has recovered, it would be the Dollar/Pound 
exchange rate that is an actual gauge of the UK economy. 
That is still down significantly (or should we say ‘bigly’).

And as in the US, the process is just getting started. Official 
divorce talks are set to start in the spring of 2017 with the 
invocation of Article 50, but knives are being sharpened 
on either side of the British Channel. The big price will be 
role of Europe’s financial capital (i.e. passporting rights for 
UK located firms) but in true form, where two dogs fight 
for a bone, a third one might snatch it. If talks break down, 
it will not as much be Paris, Frankfurt or Dublin who will 
benefit but New York City.

Expect continued volatility in the UK when the longer term 
effects of devaluation of the Pound start to sink in and as 
other unresolved issues reach the surface, for instance in 
Northern Ireland and Scotland. It may seem far-fetched, 
but because of that significant volatility would also occur 
should Article 50 not be invoked.

EU: DENTS IN THE EUROPEAN PROJECT

On the opposite side of the Channel, the Eurozone is 
looking continuously grim. Economic growth is dismal 
and inflation refuses to pick-up while dissatisfaction at the 
ECB policies mounts. In line with Anglo-Saxon populism, 
the mandate of Draghi is under fire with ‘exit’ movements 
gaining traction across the richer North. While French 
presidential hopeful Fillon would not be as toxic as Le Pen 
from the far right, his views are hardly constructive for 
European integration. A looming set of contested elections 
(next to France, The Netherlands and Germany are worth 
observing) could further dent the European project. Or will 
it be the Italian finances that ring the death knell. 

As the main European indices reflect a more global set of 
companies, it might be the uncertainty over the European 
project reflecting on the Euro that drives volatility for this 
part of the world. The Eurozone could do well without 
the added uncertainty of Brexit, and there is bound to 
be plenty on the plate of the rotating EU presidency. As 
luck would have it, for 2017 this role is to be taken by 
experienced heavyweights from two core countries, Malta 
(H1) and Estonia (H2)…



True Partner Fund - PO Box 309 Ugland House

Grand Cayman, KY1-1104, Cayman Islands

                     
www.truepartnercapital.com Being a True Partner

True Partner Fund

01
2017

2017. And Now for Something Completely Different
True Partner Fund - Volatility update PAGE 4/7

      ... and continue to Asia

Traveling into Asia, we enter the realm of the collateral 
damage. This is where the June 2013 ‘Taper Tantrum’ 
springs to mind. Whereas in the US, the rhetoric was all 
about the possible detrimental effects of rising interest 
rates, the emerging Asian economies were already 
impacted on a day to day basis. Massive outflows from 
Emerging Market Equity and Emerging Market Bond 
ETF’s triggered severe declines in their underlying capital 
markets. Then as now, local companies with excessive 
US Dollar denominated debt appear caught out in the 
combination of rising rates and appreciating Dollar. 
In 2013, the risen US interest rate reverted back to its 
downward trajectory and subsequently markets calmed 
down. However, in our opinion, the current relative quiet 
across Asian markets is the proverbial calm before the 
storm. If Trumponomics is the cause of rising US interest 
rates, there is less of a trigger for rates to revert down. 
Moreover, the Fed has started on a hiking trail as well, 
albeit slowly.

GREATER CHINA

For the main markets, some individual aspects might 
result in different development over the coming year. For 
China and Hong Kong, the interest rates will be the main 
event. The Hong Kong real estate market, crowned as 
the world’s most unaffordable for the past years, is based 
on floating rate mortgages pegged to US interest rates. 
Increased mortgage payments could lend new meaning 
to the term unaffordable. For China, higher US rates and 
a declining Yuan will only increase the desire of capital 
to flow out of the country. China indeed appears to be 
manipulating its currency, but Trump has the direction 
wrong. A free-floating Yuan would most likely resemble 
a brick in water. And in the background, the governance 
conflict for Hong Kong escalates. This in turn is not 
helping cross-strait relations with Taiwan, where Ing-Wen 
Tsai would be reinforced in her more critical chance on 

China, which subsequently results in more of a chill out 
of Beijing.

KOREA: BALANCE SHEET VS. POLITICS

Korean companies look to have stronger balance sheets 
this time around, but the political situation could become 
a spoiler. With a 4% approval rating and millions marching 
in the streets of Seoul, GyunHye Park’s presidency can be 
considered over. This tends to beg the question as to what 
the Northern neighbors are up to in this temporary void.

JAPAN: DEFLATE, INFLATE

Japan seems to be in an opposite situation, where after 
throwing the kitchen sink and more at attempting to 
deflate its economy, Bank of Japan president Kuroda 
might now be aided by the situation in the US. Finally, the 
Japanese Yen seems to nestle weaker than 110 to the US 
dollar. But how will it fare should its major trading partners 
(mentioned above) be captured in a negative swell? And 
speaking about unaffordable, one can hardly fathom the 
damage to the Japanese finances should reflation indeed 
occur and with JGB interest rates going up accordingly.

AUSTRALIA: COMMODITIES

Finally, the main story for Australia will be commodities. 
Quite a lot of infrastructure building appears to be 
priced into the commodity space, leaving some room 
for disappointment.  With both personal and corporate 
indebtedness high as a hangover from the boom years, 
the margin of error is limited.

All in all, the picture remains similar to the previous 
years with a mapping of potential market moving 
events, which could at any time be supplemented with 
known or unknown low probability events. These could 
be unwelcome; such as acts of God or the occurrence 
of terrorism, or welcome in the form of technological 
changes that both improve the world, but also rapidly 
disrupt markets and industries.
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ABOUT THE AUTHORS

Mr. Govert Heijboer, Co-CIO of True Partner, has been active as 

a market maker trading in the European and Asian derivatives 

markets as well as positional trading since 2003. Govert started 

as a trader/researcher at Saen Options in 

Amsterdam and rose to become the director 

of derivatives trading and a member of 

the executive team in 2007. In 2008 he 

moved to Hong Kong to set up and assume 

responsibility for all trading activities in the new Saen Options 

Hong Kong branch office. Govert holds a PhD in Management 

Science and an MSc in Applied Physics from the University of 

Twente, Netherlands. He is a founding partner and has worked on 

the launch of the True Partner Fund since March 2010.

Mr. Tobias Hekster, Co-CIO of True Partner, has been actively 

trading for the past 18 years in various different roles in several 

markets across the globe. Starting at IMC in 1998 as a pit trader 

in Amsterdam, Tobias has established the 

off-floor arbitrage desk, headed the Chicago 

office in the transition from floor trading 

to electronic trading and set up the Asian 

volatility arbitrage desk in Hong Kong. 

Tobias holds an MSc in Economics and he teaches as an Adjunct 

Associate Professor at the Chinese University of Hong Kong  

and as an Adjunct Professor of Financial Practice at National 

Taiwan University.

FUND POSITIONING

How does this narrative affect the 
True Partner Fund?

With regards to positioning, please 
note that foremost, Fund positioning 
is determined by our quantitative 
model. But the approach is not 
purely quantitative as perceived 
opportunities are judged given the 
market environment and to what 
extent less quantifiable factors 
not captured by the model play a 
role. This will translate into slightly 
higher risk aversion with regards to 
opportunities that point to positions 
opposite to the developments we 
describe above. This would relate 
to opportunities involving short 
volatility positions in European 
markets as well as Asian markets that 
are deemed particularly vulnerable. 

These will be more scrutinized before 
being entered. One could imagine 
an additional risk premium would be 
required, or that next to the short at-
the-money volatility position, event 
insurance will be applied (in the form 
of out-of-the-money options).

However, what we highlighted in 
our previous annual updates as well, 
expectation of continued market 
volatility does not necessarily 
translate into a default position of 
volatility long. Should the proverbial 
calm before the storm last, such a 
position could be subject to a degree 
of time decay that is undesirable. 

Our active trading style allows us to 
benefit from mispricings in volatility 
by applying a relative value approach. 
Furthermore, the continuous 
monitoring of marketsallows us to 
quickly interact when markets change 
or events happen; members of our 

trading team are always monitoring 
equity markets as soon as any of 
them is open. Therefore, we would 
not need to be prepositioned into 
an event to benefit from it. As long 
as markets react in an asynchronous 
manner, i.e. not at the same time or 
with the same magnitude, relative 
mispricings will occur. 

2016 has proven to be an odd year 
for volatility traders, where quick and 
prolonged return to complacency 
followed the few large surprises, 
allowing for only a limited duration of 
turmoil in their wake. However, the rise 
in interest rates and the curtailment 
of Central Bank liquidity will be taking 
away most of the fuel for the rapid-risk-
on phenomenon that characterized 
most of the year. As a result, we expect, 
in line with our track record of the 
last 5 years, to able to monetize the 
inevitable volatility and events that will 
be shaping 2017.
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This document has been prepared and issued 
by True Partner Advisor (“True Partner”).  This 
presentation is confidential, is intended only for 
the person to whom it has been provided and 
under no circumstance may a copy be shown, 
copied, transmitted, or otherwise given to any 
person other than the authorized recipient 
without the prior written consent of True Partner. 
Notwithstanding the foregoing, an investor may 
disclose to any and all persons, without limitation 
of any kind, the tax treatments and tax structure 
of True Partner Fund, (the “Fund” or “Offering”) 
and all materials of any kind, including opinions 
or other tax analyses that are provided to the 
investor relating to such tax treatment and tax 
structure.  The distribution of the information 
contained herein in certain jurisdictions may be 
restricted, and, accordingly, it is the responsibility 
of any prospective investor to satisfy itself as to 
compliance with relevant laws and regulations.
 
Nothing herein constitutes an offer to sell, or 
solicitation of an offer to purchase, any securities, 
nor does it constitute an endorsement with 
respect to any investment strategy or vehicle. Any 
offer of securities may be made only by means of a 
Confidential Memorandum (the “Memorandum”), 
which contains additional information about the 
Fund and expenses associated with an investment 
therein, only to sophisticated investors in 
jurisdictions where permitted by law. All relevant 
Offering Documents should be carefully reviewed 
before investing. Any decision to invest in the 

Fund should be based solely on the information 
included in the Memorandum. In the case of any 
inconsistency between the descriptions or terms 
in this presentation and the Memorandum, the 
Memorandum shall control.
 
Past performance is not indicative of future results.  
The information contained herein is preliminary, 
is provided for discussion purposes only as a 
summary of key information, is not complete and 
does not contain certain material information 
about the Offering. The information contained 
herein does not take into account any particular 
investment objectives or financial circumstances 
of any specific person who may receive it. Parties 
should independently investigate any investment 
strategy or manager, and should consult their 
own advisors as to legal, tax, accounting, 
regulatory and related matters prior to investing.  
These materials may contain historical market 
data; however, historical market trends are not 
reliable indicators of future market behavior. Due 
to, among other things, the volatile nature of the 
markets and the investment strategies discussed 
herein, the investment strategies may only be 
suitable for certain investors. There can be no 
assurance that the Offering will have a return 
on capital similar to historical returns provided 
because, among other reasons, there may be 
differences in economic conditions, regulatory 
climate, portfolio size, leverage use, expenses 
and structure, as well as investment policies 
and techniques.  Any information provided with 

respect to how the portfolio will be constructed 
is merely a guideline, which True Partner may 
change at any time in its sole discretion.  Unless 
otherwise indicated, the information contained 
herein is believed to be accurate as of the date 
indicated. No representation or warranty is made 
as to its continued accuracy after such date.
 
The Fund is not registered under the Investment 
Company Act of 1940, as amended, in reliance 
on an exception thereunder. Interests in the Fund 
has not been registered under the Securities Act 
of 1933, as amended, or the securities laws of any 
state; they are being offered and sold in reliance 
on exemptions from the registration requirements 
of said Act and laws. Neither the Fund’s Operative 
Documents, nor the offering of its limited 
partnership interests, have been reviewed or 
approved by U.S. federal or state regulators. 
Interests in the Offering are not deposits or 
obligations of, or guaranteed or endorsed by, any 
bank or other insured depository institution, and 
are not federally insured by the Federal Deposit 
Insurance Corporation, The Federal Reserve Board 
or any other governmental agency. The interests 
issued by the Fund are offered or otherwise made 
available only in accordance with available, 
applicable private placement or offering rules.  
 
An investment in the Offering is illiquid and 
there are significant restrictions on transferring 
the Funds’ limited partnership interests. There 
are no secondary markets for the Fund’s limited 

Disclaimer

ABOUT TRUE PARTNER FUND

True Partner Fund (TPF) is an Asia Equity Volatility Arbitrage 

fund that trades global listed securities predominantly in equity 

indices and equities across all time zones via a single book. The 

strategy utilizes proprietary models and systems to efficiently  

identify and trade relatively undervalued and overvalued options 

across multiple exchanges. The fund aims to provide uncorrelated  

returns by using a generally Delta neutral and on average Vega 

neutral approach.

Addresses:

 True Partner Advisor Hong Kong Ltd.

Office 82, 17/F, 

Silvercord Tower 2, 30 Canton Road, 

Tsim Sha Tsui,  Hong Kong

Email Mr. Heijboer: g.heijboer@truepartnercapital.com 

Phone: +852 2109 4045 

 True Partner Capital USA Holding, Inc.

111 West Jackson boulevard,

Suite 1700, Chicago,

60604, USA

Email Mr. Hekster: t.hekster@truepartnercapital.com 

Phone: +1 312 675 6128
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partnership interests and none are expected 
to develop. True Partner has sole discretion 
regarding the allocation of the Fund assets. The 
Fund represents a speculative investment and 
involves a high degree of risk. The Fund’s portfolio, 
which is under the sole trading authority of 
True Partner, is principally an Equity Volatility 
Arbitrage fund.  This lack of diversification may 
result in higher risk.
 
A private fund is generally not subject to the 
same regulatory oversight and/or regulatory 
requirements as a mutual fund. The Offering is not 
required to provide periodic pricing or valuation 
information to investors. Investments may involve 
complex tax structures resulting in delays in 
distributing important tax information.
 
Certain instruments may have no readily available 
market or third party pricing. Performance may 
be volatile as private funds may employ leverage 
and other speculative investment practices that 
may increase the risk of investment loss, and 
adherence to risk control mechanisms does not 
guarantee investment returns. Additionally, fees 
may offset an investor’s profits. A comprehensive 
list of potential risk factors is outlined in the 
Offering Documents.
 
Investing in the financial markets involves a 
substantial degree of risk. There can be no 
assurance that the investment objectives described 
herein will be achieved. Investment losses may 
occur, and investors could lose some or all of their

 investment and successfully overcoming barriers 
to entry, e.g., legal and regulatory enterprise does 
not guarantee successful investment performance. 
No guarantee or representation is made that the 
Fund’s investment program, including, without 
limitation, its investment objectives, strategies 
or risk monitoring goals, will be successful and 
investment results may vary substantially over time. 
Investment losses may occur from time to time. 
Nothing herein is intended to imply that the Fund’s 
investment methodology should be considered 
“conservative”, “safe”, “risk free” or “risk averse.”  An 
investment in any fund should be discretionary 
capital set aside strictly for speculative purposes.
 
Certain information contained in this document 
contains: forward-looking statements” which 
can be identified by the use of forward-looking 
terminology such as “may”, “will”, “should”, 
“expect”, “anticipate”, “target”, “project”, “estimate”, 
“intend”, “continue” or “believe” or the negatives 
thereof or other variations thereon or comparable 
terminology. Due to various risks and uncertainties, 
actual events or results or the performance of the 
Fund may differ materially from those reflected or 
contemplated in such forward-looking statements. 
Forward looking information is subject to inherent 
uncertainties and qualifications and could be 
based on numerous assumptions. Forward looking 
information is provided for illustrative purposes 
only and is not intended to serve as, and must not 
be relied upon by any investor as, a guarantee, an 
assurance, a prediction or a definitive statement of 
fact or probability.
 

Performance Methodology: Past performance 
is not an indicator of future performance. 
Annualized Returns or Performance figures for 
True Partner Fund are based on Class B shares and 
are shown on a net basis after the deduction of 
a 2% management fees and a 20% performance 
fee, trading related and other expenses that an 
investor would have or actually paid.
 
The indexes’ performances do not reflect the 
deduction of transaction costs, management 
fees, or other costs which would reduce returns. 
References to market or composite indexes, 
benchmarks or other measures of relative market 
performance (indexes) over a specified period of 
time are provided for your information only and 
do not imply that a portfolio will achieve similar 
returns, volatility or other results. The composition 
of an index may not reflect the manner in which a 
portfolio is constructed in relation to expected or 
achieved returns, portfolio guidelines, restrictions, 
sectors, correlations, concentrations, volatility or 
tracking error targets, all of which may change 
over time. Indexes are used as performance 
benchmarks only, as True Partner does not 
attempt to replicate an index. The composition of 
the indexes is not necessarily similar to accounts 
managed by True Partner. The prior performance 
of the indexes will not be predictive of the future 
performance of accounts managed by True 
Partner. An investor may not invest directly in an 
index.


