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Commentary

Tosca Performance Summary
(as at 30th September 2008)

VaR at month-end = 3.81%
Source for Fund performance data: Citco Fund Services (Dublin) Limited                                        *Net includes all fees and incentive estimates. 

MTD QTD YTD
Class A - Gross -34.67% -38.63% -57.19%
Class A - Net -34.67% -38.63% -57.19%

Class B - Gross -34.67% -38.63% -57.19%
Class B - Net -34.67% -38.63% -57.19%
MSCI World Local -10.74% -11.29% -22.37%
S&P 500 -9.08% -8.88% -20.57%

 Long Short Net Gross
Nominal 100.52% -28.69% 129.21% 71.83%
Delta-adjusted 89.22% -28.69% 117.92% 60.53%

Beta-adjusted 73.47% -30.52% 103.99% 42.95%

Fund Performance and Restructuring Plan

Dear Investor,

As your Portfolio managers and co-investors in Tosca we are writing to inform you that the events of 
September have had a profound negative effect on our performance.  On behalf of the team we 
apologise for this outcome.  We are confident we can explain how the performance will be recovered.

In the event that we are inundated with redemptions it is our intention to restructure the fund.  This will 
assist redemptions but also give those of you who wish to stay the opportunity to participate in the 
turnaround and the rebound which we believe will take place.  The portfolio has been readjusted, but in 
essence remains fundamentally intact to benefit from a number of corporate actions which we are 
involved in.  We are more than ever determined to succeed in being a catalyst to make things happen 
and to recoup our losses.

It is emotionally and financially draining that after eight solid years the fund should be so damaged by the 
failed global monetary system.  The system was so damaged that any respect to valuation and 
ownership of companies has been lost.  The speed of regulatory intervention, the mania of negative 
business coverage and panic, and lack of consideration of alternatives has clearly hurt our mid term 
investment plans and given us a considerable setback.  The portfolio managers clearly did not want to 
deliver such negative headlines and results.  Being a secular, self-help and deal-based fund we of 
course have felt the full impact of these events.  The withdrawal of liquidity and impact on cash savings 
has led to a whole host of prisoners.  For those watching our positions for evidence of our involvement, 
two recent examples bear witness to the scars.

• The shares we held in Washington Mutual were restricted and therefore unable to be disposed of to 
protect the value of our fund.  The banking cash and liquidity problem sank our preferred merger 
solution.  The fact that market to market assets on a hold to maturity loan portfolio is an accounting 
anomaly added to the problem.  This current climate and the large loss on Washington Mutual is a 
distressing and unpleasant experience. For the record our preferred solution was the involvement of 
Santander by way of a reverse takeover of another U.S. bank.  There may have been less need for 
acquisition write-offs and capital could have been raised against the value of synergies and a strong 
minority shareholder.  We clearly agree with other shareholders on the matter of surprise with the 
speed that regulators would not allow the time to consider alternative plans.
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Commentary – continued (1)

We understand that the circumstances have put both us and all our investors under strain.  Performance 
leads to redemptions, which requires cash, which further affects performance due to selling which leads 
to more redemptions.  The current numbers reflect further than the absolute loss of Washington Mutual 
but the related sell off of all our positions as the market speculated to necessary funds being raised to 
meet redemption requests.  The investment error in developed markets was to use as a long position 
deep value financial franchises that would benefit from mergers and sell ups.  That second phase did not 
evolve in a normalised fashion, due to extreme panic, zero liquidity and overly cautious regulator actions.  
At some stage we would like to follow the third phase to recover the value from the enlarged entities that 
have been created.

The residual equity longs are in our strategic positions that have current market valuations out of kilter 
with their strategic worth.   There is genuine value in the core.  Examples include getting permission from 
a Chairman to explore a buyout proposal of his company.  In this example the EV to EBITDA of 1.5, and 
zero debt, suggests good upside if we are allowed time to complete the work.  We hope that the 
examples given in previous monthly reports convince you that there is merit in staying or approving the 
restructuring of the fund to take advantage of these opportunities, which we have worked hard to 
establish.  They do not happen overnight, they take a lot of work and effort.

In order to capitalise on the opportunities we have before us, if needed we will restructure the fund.  In 
essence we will create two share classes.  One for those investors who are willing to give us time to 
recover our losses and one for those that want to redeem in an orderly fashion.   For this purpose we will 
dedicate time to the task of getting the best value out of the existing portfolio as well as good new 
prospects.  The team, led by Johnny de la Hey, will concentrate on the new fund while Martin Hughes will 
continue to work on the strategic, value enhancing, positions.

• We have been working towards corporate activity to maximise the value of a number of strategic 
stakes that we hold.  One of these was about to come to fruition when the cash and credit crisis in 
the U.S. involved the loss of the main backer due to emergency rescue requests being made in the 
U.S.  The loss for now of this long term project at the very last moment adds to the dreadful feelings.
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Historical Performance

Tosca Long-Short – Historical NAV Per Share (Inception to Present)

Histogram - Tosca Net Monthly Returns since inception
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Tosca - Class A MSCI The World Index Free - Gross - (LCL)

Tosca - Class A = 34.96%
MSCI The World Index Free - Gross - (LCL) = -5.46%

Performance Since Inception

Five Year Historical Monthly Performance

Tosca

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2008 -7.17% 3.30% -10.92% -1.73% -3.06% -14.29% 0.74% -6.75% -34.67%    -57.19%

2007 1.50% 1.12% 5.03% 0.69% 1.39% -3.85% 4.33% -2.18% 0.31% 8.40% -3.35% 5.81% 20.09%

2006 5.17% 4.17% 3.91% 0.27% -4.65% -2.68% -0.15% 0.85% 3.37% 3.97% 6.61% 1.35% 23.84%

2005 3.34% 3.78% -2.24% -2.68% 4.38% 3.50% 4.86% 2.45% 3.31% -9.17% 4.76% 4.59% 21.74%

2004 3.92% 1.43% -0.56% -2.02% -0.76% -0.89% -5.59% 3.21% 2.33% 2.76% 2.54% 3.86% 10.22%

2003 -0.52% -0.71% 0.31% 9.66% 3.36% 2.89% 4.75% 3.86% -0.57% 6.26% 2.09% 0.67% 36.50%

Source: Citco

Source: Citco

Source: Citco
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Exposure Statistics

Historical Gross and Net Exposure
(as at 30th September 2008)
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Large Cap
31.1%

Mid Cap
53.4%

Exposure by Region
(% of Gross Exposure)

Exposure by Market Cap
(% of Gross Exposure)
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18.5%

Source: RiskMetrics Source: RiskMetrics

Source: RiskMetrics

Small Cap
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Risk Statistics and Profit Attribution
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-38.1%

* Source: Citco Using gross asset value (GAV). The total percentage gain or loss in the GAV may differ slightly from the actual month’s 
calculation due to intra-month movements in cash. 

Key Risk and Fund Statistics
(as at 30th September 2008)

*As measured against the MSCI World Index – Local

Risk Statistic Tosca MSCI World - Local
Standard Deviation 18.55% 13.87%
Sharpe Ratio (5%) 0.04 -0.33
Sortino Ratio (5%) -0.07 -0.49
Alpha* 0.46%
Annualised Alpha* 5.66%

Beta* 0.73
Correlation* 0.54
R-squared* 0.29

Net profit (unrealised – realised)

3.4%

-34.7%

Source: Citco
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Contact Information

Please direct any inquiries to:

Zoë Brinton
Tel. +44 207 845 6100

email: ops@toscafund.com

Toscafund Asset Management LLP
7th Floor

90 Long Acre
London

WC2E 9RA

Toscafund Asset Management LLP 
Legal Disclaimer

This document is published by Toscafund Asset Management LLP (“Toscafund “), which is authorised and regulated by the 
Financial Services Authority.  It is intended for Eligible Counterparties and Professional Clients only as defined in the 
Financial Services and Markets Act 2000 as amended from time to time.  It is not intended for Retail Clients as defined 
therein.

The collective investment schemes managed by Toscafund are unregulated collective investment schemes, which under UK 
legislation may only be promoted to persons who are sufficiently experienced and sophisticated to understand the risks 
involved and satisfy the criteria relating to investment professionals.  Persons other than those who would be regarded as 
investment professional must not act upon the information in this document or acquire units in the scheme to which this 
document relates.

The information contained in this document is believed to be accurate but no warranty is given as to its accuracy and the 
information, opinions or estimates are subject to change without notice.  Views expressed are those of Toscafund Asset 
Management LLP only.

The information contained in this document does not constitute a distribution, an offer to sell or the solicitation of an offer to 
buy any securities or products in any jurisdiction in which such an offer or invitation is not authorised and/or would be 
contrary to local law or regulation.  Specifically, this statement applies to the United States of America (“USA”) (whether 
residents of the USA or partnerships or corporations organised under the laws of the USA, state or territory), South Africa 
and France.  Any offering is made only pursuant to the relevant offering document and the relevant subscription application, 
all of which must be read in their entirety. No offer to purchase securities will be made or accepted prior to receipt by the 
offeree of these documents and the completion of all appropriate documentation.

No liability is accepted by any person within Toscafund for any losses or damage arising from the use or reliance on the 
information contained in this document including, without limitation, any loss or profit, or any other damage; direct or 
consequential.

The content of this document may not be reproduced, redistributed, or copied in whole or in part for any purpose without 
Toscafund’s prior express consent.  This document is not an advertisement and is not intended for public use or distribution.

Past performance is not an indicator of future performance.  Please note that performance information is not available for five 
years for some of the funds mentioned.

The source of all graphs and data is as stated, otherwise the source is Toscafund Asset Management LLP

mailto:ops@toscafund.com
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