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Enhanced Real Absolute Returns- Introduction

NK _ÉåÅÜã~êâÉÇ=~Ö~áåëí=íÜÉ=çìíéÉêÑçêã~åÅÉ=çÑ=íÜÉ=cÉÇÉê~ä=cìåÇë=o~íÉ H=rp=`mf=^ää=
rêÄ~å=rëÉêë=E`mfJrF=J `~ëíäÉëíçåÉ=ïáää=~ÅíáîÉäó=ã~å~ÖÉ=íÜÉ=ÉñéçëìêÉ=ÄÉíïÉÉå=
`çããçÇáíó=fåÇáÅÉëI=eÉÇÖÉ=cìåÇ=fåÇáÅÉë=~åÇ=däçÄ~ä=bèìáíó=j~êâÉí=fåÇáÅÉëK=

OK ^ÅíáîÉäó=j~å~ÖÉÇ=`çãÄáå~íáçåW=

EáF `çããçÇáíó=Edp`fFLeÉÇÖÉ=cìåÇ=fåÇáÅÉëW=pÉí=~í=RMB=çÑ=kÉí=^ëëÉíÛëI=

EááF däçÄ~ä=bèìáíó=j~êâÉí=fåÇáÅÉëW=pÉí=~í=MB=çê=RMB=çÑ=kÉí=^ëëÉíÛëK=

PK ^ìíçã~íáÅ=ëíçéJäçëë=Ñçê=däçÄ~ä=bèìáíó=j~êâÉí=fåÇáÅÉë=éêçîáÇÉë=ÇçïåëáÇÉ=
éêçíÉÅíáçåK=EpíçéJäçëë=ëÉí=~í=QKMMBF

QK ^ååì~äáòÉÇ=êÉíìêåë=çÑ=NNKPRB=ëáåÅÉ=g~åì~êó=OMMM=

RK kç=j~å~ÖÉãÉåí=cÉÉ=áë=é~áÇ=íç=íÜÉ=fåîÉëíãÉåí=j~å~ÖÉêK=mÉêÑçêã~åÅÉ cÉÉ=låäóK=
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The Case for Commodities

NK mçêíÑçäáç=ÇáîÉêëáÑáÅ~íáçå=ÄÉåÉÑáíë
OK içï=íç=åÉÖ~íáîÉ=ÅçêêÉä~íáçå=íç==

ëíçÅâë=~åÇ=ÄçåÇë
PK fåÑä~íáçå=~åÇ=ÉîÉåí=êáëâ=ÜÉÇÖÉ
QK `çããçÇáíó=ÑìíìêÉë=EÑìääó=

Åçää~íÉê~äáòÉÇF=Ü~îÉ=ÉñÜáÄáíÉÇ=
Éèìáíó=äáâÉ=êÉíìêåë=ïáíÜ=äÉëë=
îçä~íáäáíó

NK bñé~åÇáåÖ=ÖäçÄ~ä=ÇÉã~åÇ=~åÇ=
áåÇìëíêá~äáò~íáçå=ÇêáîÉå=Äó=
ÉãÉêÖáåÖ=ã~êâÉí=ÖêçïíÜ=

OK råÇÉêáåîÉëíãÉåí=áå=
áåÑê~ëíêìÅíìêÉ=~åÇ=Å~é~Åáíó=
çîÉê=éêáçê=ÇÉÅ~ÇÉë=

PK oÉÑä~íáçå~êó=ÉåîáêçåãÉåí

mloqclifl=c^`qlop j^`ol=c^`qlop
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Investment Instruments

NK dp`f=áë=~=äÉ~ÇáåÖ=ÖäçÄ~ä=ÅçããçÇáíó=ÄÉåÅÜã~êâK=tçêäÇJéêçÇìÅíáçå=ïÉáÖÜíÉÇ=áåÇÉñ=

çÑ=OQ=ÅçããçÇáíáÉëK=`çãéçëáíáçå=çÑ=áåÇÉñ=ÇÉëáÖåÉÇ=íç=ã~ñáãáòÉ=äáèìáÇáíó=~åÇ=

áåîÉëí~ÄáäáíóK=tÉáÖÜíáåÖë=êÉÄ~ä~åÅÉÇ=çå=~å=~ååì~ä=Ä~ëáëK

OK agJ^fd`fW=mêçîáÇÉ=~=ÇáîÉêëáÑáÉÇ=ÅçããçÇáíáÉë=áåÇÉñ=ïáíÜ=ïÉáÖÜíáåÖë=Ä~ëÉÇ=çå=íÜÉ=

ÉÅçåçãáÅ=ëáÖåáÑáÅ~åÅÉ=çÑ=áåÇáîáÇì~ä=ÅçãéçåÉåíëI=ïÜáäÉ=ã~áåí~áåáåÖ=äçï=îçä~íáäáíó=

~åÇ=ëìÑÑáÅáÉåí=äáèìáÇáíóK

PK cáå~åÅá~ä=íÜÉçêó=Ü~ë=ëÜçïå=íÜ~í=íê~Çáíáçå~ä=áåîÉëíãÉåí=ÑìåÇë=Ü~îÉ=~=Ñ~áêäó=äçï=

éêçÄ~ÄáäáíóI=çå=~îÉê~ÖÉI=çÑ=çìíéÉêÑçêãáåÖ=íÜÉáê=ÄÉåÅÜã~êâ=áåÇÉñK fåîÉëíáåÖ=áå=~=

eÉÇÖÉ=cìåÇ=fåÇÉñ=éêçîáÇÉë=~å=É~ëó=~åÇ=ÅçëíJÉÑÑÉÅíáîÉ=ï~ó=íç=Ö~áå=ÉñéçëìêÉ=íç=

eÉÇÖÉ=cìåÇëK=`pc_LqêÉãçåí=eÉÇÖÉ=cìåÇ=fåÇÉñX=açï=gçåÉë=eÉÇÖÉ=cìåÇ fåÇÉñX=

~åÇ=jp`f=eÉÇÖÉ=fåîÉëí=fåÇÉñK
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GSCI, Van Int’l Hedge Fund Index, S&P 500 - Returns 

PKMMBVKSMBORKRRBOMMR

`loobi^qflk=dp`fLsiec=fkabu=sboprp=pCm=RMM MKMNO

JOPKPTBMKRMBPOKMTBOMMO

OSKPUBNTKPMBOMKTOBOMMP

UKVVBTKOMBNTKOUBOMMQ

OSKSTBJOKMMBJPRKTRBNVVU

JNMKNQBQKUMBQVKTQBOMMM

JPNKVPB
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JNQKMTB

PPKVOB

OMKPPB
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JNOKPPB

QKQOB
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dp`f
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PSKQMB

UKMMB

NTKVMB

NOKOMB

JMKOMB

PUKVMB

NTKNMB

OVKRMB

s~å=fåíÛä=eÉÇÖÉ=cìåÇ=fåÇÉñ

JNPKMQBOMMN

NVKRPBNVVV

PNKMNBNVVT

OMKOSBNVVS

PQKNNBNVVR

JNKRQBNVVQ

TKNMBNVVP
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çå=bèìáíáÉë=j~êâÉíë=E^ìíçã~íáÅ=
píçé=içëë=çÑ=QBF=

mçêíÑçäáçW=mçëáíáîÉ=lìíäççâ=çå=
bèìáíáÉë=j~êâÉíë=E^ìíçã~íáÅ=píçé=
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Performance & Statistics since 2000

JPKVUBtçêëí=jçåíÜ

RKPMB_Éëí=jçåíÜ

NKTNpçêíáåç=o~íáç=EQKRMBF

NKMM=pÜ~êéÉ=o~íáç=EQKRMBF

PKNQB^ååì~äáòÉÇ=açïåëáÇÉ=aÉîá~íáçå

SKRUB^ååì~äáòÉÇ=pí~åÇ~êÇ=aÉîá~íáçå

SVKUSBmÉêÅÉåí~ÖÉ=çÑ=mçëáíáîÉ=oÉíìêåë

MKVMBjçåíÜäó=^îÉê~ÖÉ=oÉíìêåë

NNKPRB^ååì~äáòÉÇ=oÉíìêåë

VOKPMB`ìãìä~íáîÉ=oÉíìêåë

mÉêÅÉåí~ÖÉmÉêÑçêã~åÅÉ=C=oáëâ=pí~íáëíáÅë

kçíÉW=aÉåçíÉë=éÉêÑçêã~åÅÉ=çÑ=rpa=`ä~ëë=^=ëÜ~êÉë
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Monthly Returns since 2000

OKUSBGOKUSBGOMMS

JNKTNBMKOSBOKNPBOKMPBJOKSOBMKQUBMKMPBJNKTPBJMKSNBNKPMBJMKSTBJMKQVBJNKTNBOMMN

UKNQBJMKPQBNKUOBMKNQBJMKSNBPKTTBJOKNVBNKTRBOKPNBJMKSNBJNKNQBNKRSBNKRRBOMMM

NRKQOBJOKMRBQKMRBQKURBNKQNBNKQMBMKNNBNKOOBJNKMNBMKPTBPKOMBNKQVBJMKNTBOMMO

OMKUNBPKPTBNKMNBPKVRBJNKTVBOKPRBNKSPBMKPNBRKPMBOKTRBJPKVUBOKONBOKOVBOMMP

NMKRQBJMKPMBNKSOBOKUPBPKONBJMKVTBNKSUBJNKPRBMKUPBMKPTBMKOVBNKTPBMKOOBOMMQ

NQKNNBOKMQBMKSQBJOKTNBMKRQBOKUOBPKSSBNKNNBJOKVPBJOKOMBNKRVBNKTOBNKPQBOMMR

vÉ~êaÉÅkçîlÅípÉé^ìÖgìägìåj~ó^éêj~êcÉÄg~å

G=bëíáã~íÉ=Ñçê=g~åì~êó=OMMSG=bëíáã~íÉ=Ñçê=g~åì~êó=OMMS



Castlestone Management LLC, January 2006 11

Counterparties

j~éäÉë=C=`~äÇÉê_sf=`çìåëÉä

pÉï~êÇ=C=háëëÉä=iimrp=`çìåëÉä

cçêíáë=_~åâ=kKsKbëÅêçï=_~åâ

aÉäçáííÉ=qçìÅÜÉ=qçÜã~íëì^ìÇáíçê

cçêíáë=_~åâ=kKsK`ìëíçÇá~å

`áêÅäÉ=fåîÉëíãÉåíë=pÉêîáÅÉë=_KsK^Çãáåáëíê~íçê

`~ëíäÉëíçåÉ=j~å~ÖÉãÉåí=ii`fåîÉëíãÉåí=^Çîáëçê

`~ëíäÉëíçåÉ=j~å~ÖÉãÉåí=fåÅKfåîÉëíãÉåí=j~å~ÖÉê
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Appendix: Facts and Fantasies/Commodity Futures

tÉ=ÅçåëíêìÅí=~å=Éèì~ääóJïÉáÖÜíÉÇ=áåÇÉñ=çÑ=ÅçããçÇáíó=ÑìíìêÉë=ãçåíÜäó=êÉíìêåë=çîÉê=

íÜÉ=éÉêáçÇ=ÄÉíïÉÉå=gìäó=çÑ=NVRV=~åÇ=aÉÅÉãÄÉê=çÑ=OMMQ=áå=çêÇÉê=íç ëíìÇó=ëáãéäÉ=

éêçéÉêíáÉë=çÑ=ÅçããçÇáíó=ÑìíìêÉë=~ë=~å=~ëëÉí=Åä~ëëK=cìääóJÅçää~íÉê~äáòÉÇ=ÅçããçÇáíó=

ÑìíìêÉë=Ü~îÉ=ÜáëíçêáÅ~ääó=çÑÑÉêÉÇ=íÜÉ=ë~ãÉ=êÉíìêå=~åÇ=pÜ~êéÉ=ê~íáç=~ë=ÉèìáíáÉëK tÜáäÉ=

íÜÉ=êáëâ=éêÉãáìã=çå=ÅçããçÇáíó=ÑìíìêÉë=áë=ÉëëÉåíá~ääó=íÜÉ=ë~ãÉ=~ë ÉèìáíáÉëI=

ÅçããçÇáíó=ÑìíìêÉë=êÉíìêåë=~êÉ=åÉÖ~íáîÉäó=ÅçêêÉä~íÉÇ=ïáíÜ=Éèìáíó=êÉíìêåë=~åÇ=ÄçåÇ=

êÉíìêåëK=qÜÉ=åÉÖ~íáîÉ=ÅçêêÉä~íáçå=ÄÉíïÉÉå=ÅçããçÇáíó=ÑìíìêÉë=~åÇ=íÜÉ=çíÜÉê=~ëëÉí=

Åä~ëëÉë=áë=ÇìÉI=áå=ëáÖåáÑáÅ~åí=é~êíI=íç=ÇáÑÑÉêÉåí=ÄÉÜ~îáçê=çîÉê=íÜÉ=ÄìëáåÉëë=ÅóÅäÉK=få=

~ÇÇáíáçåI=ÅçããçÇáíó=ÑìíìêÉë=~êÉ=éçëáíáîÉäó=ÅçêêÉä~íÉÇ=ïáíÜ=áåÑä~íáçåI=ìåÉñéÉÅíÉÇ=

áåÑä~íáçåI=~åÇ=ÅÜ~åÖÉë=áå=ÉñéÉÅíÉÇK=

hK=dbboq=olrtbkelopqI=v~äÉ=pÅÜççä=çÑ=j~å~ÖÉãÉåíI=fåíÉêå~íáçå~ä=`ÉåíÉê=Ñçê=cáå~åÅÉK=

d^ov=_K=dloqlkI=råáîÉêëáíó=çÑ=mÉååëóäî~åá~=J cáå~åÅÉ=aÉé~êíãÉåíX=k~íáçå~ä=_ìêÉ~ì=çÑ=

bÅçåçãáÅ=oÉëÉ~êÅÜ=Ek_boF=
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qÜáë=ÇçÅìãÉåí=ÇçÉë=åçí=ÅçåëíáíìíÉ=~å=çÑÑÉê=çê=ëçäáÅáí~íáçå=Äó=~åóçåÉ=áå=~åó=àìêáëÇáÅíáçå=áå=ïÜáÅÜ=
ëìÅÜ=çÑÑÉê=çê=ëçäáÅáí~íáçå=áë=åçí=~ìíÜçêáòÉÇ=çê=íç=~åó=éÉêëçå=íç ïÜçã=áí=áë=ìåä~ïÑìä=íç=ã~âÉ=ëìÅÜ=
çÑÑÉê=çê=ëçäáÅáí~íáçåK=kç=êÉÖáëíê~íáçå=ëí~íÉãÉåí=Ü~ë=ÄÉÉå=ÑáäÉÇ=ïáíÜ=íÜÉ=råáíÉÇ=pí~íÉë=pÉÅìêáíáÉë=~åÇ=
bñÅÜ~åÖÉ= `çããáëëáçå= çê= ~åó= ëí~íÉ= ëÉÅìêáíáÉë= ~ìíÜçêáíó= ïáíÜ= êÉëéÉÅí= íç= íÜÉ= båÜ~åÅÉÇ= oÉ~ä=
^ÄëçäìíÉ= oÉíìêåë= fåÅK= qÜÉ= Åçããçå= ëíçÅâ= Ü~ë= åçí= ÄÉÉå= ~åÇ= ïáää= åçí ÄÉ= êÉÖáëíÉêÉÇ= ìåÇÉê= íÜÉ=
råáíÉÇ= pí~íÉë= pÉÅìêáíáÉë= ^Åí= çÑ= NVPP= ~åÇ= ã~ó= åçí= ÄÉ= çÑÑÉêÉÇI= ëçäÇI= çê= çíÜÉêïáëÉ= íê~åëÑÉêêÉÇ=
ÇáêÉÅíäó=çê=áåÇáêÉÅíäó=íç=~åó=råáíÉÇ=pí~íÉë=ÅáíáòÉå=çê=êÉëáÇÉåí=çê=~åó=Åçêéçê~íáçåI=é~êíåÉêëÜáéI=íêìëí=
çê=çíÜÉê=Éåíáíó=ÅÜ~êíÉêÉÇ=çê=çêÖ~åáòÉÇ=ìåÇÉê=íÜÉ=ä~ïë=çÑ=~åó=àìêáëÇáÅíáçå=áå=íÜÉ=råáíÉÇ=pí~íÉë=çÑ=
^ãÉêáÅ~I=áíë=íÉêêáíçêáÉë=çê=éçëëÉëëáçåë=~ÄëÉåí=~å=ÉñÉãéíáçå=Ñêçã êÉÖáëíê~íáçåK

qÜáë= ÇçÅìãÉåí= ~åÇ= ~åó= êÉä~íÉÇ= ã~íÉêá~ä= ãìëí= ÄÉ= êÉ~Ç= áå= ÅçåàìåÅíáçå= ïáíÜ= íÜÉ= ÅçåÑáÇÉåíá~ä=
Éñéä~å~íçêó=ãÉãçê~åÇìãK=qÜáë=ÇçÅìãÉåí=Ü~ë=ÄÉÉå=éêÉé~êÉÇ=~ë=~=ÖìáÇÉ=íç=ëçãÉ=çÑ=íÜÉ=êÉäÉî~åí=
áåÑçêã~íáçå=ÅçåÅÉêåáåÖ=~å=áåîÉëíãÉåí= áå=båÜ~åÅÉÇ=oÉ~ä=^ÄëçäìíÉ=oÉíìêåë=fåÅK=qÜÉ=ÅçåÑáÇÉåíá~ä=
Éñéä~å~íçêó=ãÉãçê~åÇìã= ~äçåÉ= Åçåí~áåë= Ñìää= ÇÉí~áäë= çå= båÜ~åÅÉÇ=oÉ~ä= ^ÄëçäìíÉ= oÉíìêåë= fåÅK=
^åó=áåîÉëíãÉåí=áå=íÜÉ=cìåÇ=ëÜçìäÇ=ÄÉ=ã~ÇÉ=ëçäÉäó=çå=íÜÉ=Ä~ëáë=çÑ íÜ~í=ÇçÅìãÉåíK=

mäÉ~ëÉ=Åçåí~Åí=íÜÉ=cìåÇÛë=~Çãáåáëíê~íçêI=`áêÅäÉ= fåîÉëíãÉåí=pìééçêí=pÉêîáÅÉ=E_KsKFI= Ñçê=~ Åçéó=çÑ=
íÜÉ= Éñéä~å~íçêó= ãÉãçê~åÇìã= Ñçê= båÜ~åÅÉÇ= oÉ~ä= ^ÄëçäìíÉ= oÉíìêåë= fåÅK= `çåí~ÅíW= fåîÉëíçê=
oÉä~íáçåëI=qÉäW=HPNJPPJQSTJPUUMI=c~ñW=HPNJPPJQSTJPUVMI=bJã~áäW=Å~ëíäÉëíçåÉ]ÅáêÅäÉé~êíåÉêëKÅçã

Disclaimer


