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Insights

FROM THE GFC*

- Seth Klarman

Adecade after the GFC, they areworth revisiting,

1) Things that have never happened before are bound to occur with some regularity. You must always be prepared for the unexpected, including sudden, sharp

2)

dangeroussituain. I some cases, exceses migrate beyond eglonal o atinal border, msmg the ate for nvestors and goermens. fhese excesses wil
eventually end, triggering a crsis at least in proportion to the degree of the excesses. g erag
rapidly unwinds.

1
even forced to sell. Portfolio hedges must be i place before a crisis hits. One cannot reliably or affordably increase or replace hedges that are rolling off during
financial criss.
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7)The ltest trade of a 4 lusion that ts s true value. This mirage is especially dangerous during periods of
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8) A broad and flexible investment approach crisis. be vast, ephs 1, and dispersed through d marke
5)You must buy o the way down. There the way down than p and o buyers. It amost al
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unleveraged, the leverage employed by others can drive dramatic price and valuation swings; sudden unavailabiliy of leverage in the economy may trigger an
economic downturn,

15) Many LBOS are When the price , the equity portion of an LBO s P
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16) Financialstocsareparticulacy eisky. Baking n partiulas, s s ighly leverage, sxtremaly comptitva and chalnging business. A major uropean bank
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to occur, though not with sufficient bly take advantage. The take enormous risks in such interventions,

copecialy  he expendes ca be comvenienty defered 1o e cumve Some of the price-ta s in the form of back.stops and guarantees, whose cost s amost
impossible todetermine.
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al Fund investments are subject to market risks, read all scheme related documents carefully.




