
 
 Clinton Equity Strategies: Commentary First Quarter 2017 
 
The performance of Clinton Equity Strategies (CES) was muted in Q1 2017, finishing the quarter 
essentially flat net of fees, estimated at +0.01%.*The trading P&L was up slightly in Q1, with positive 
performances in North America, Europe, and Latin America.  Asia was negative after poor returns in 
Japan in January and February.  
  
From the factors perspective, mean-reversion and momentum started the quarter strong but pulled 
back as the quarter went on. Fundamental factors continued their Q4 weakness but gradually improved 
over this quarter. For the overall Q1, mean-reversion and momentum finished positive while 
fundamentals ended negative. 
  
In Q4 2016, the strategy was negatively impacted by a rare combination of several market phenomena: 
a sharp momentum reversal; a “reflation rally” that defied prevailing stock fundamentals; and a level of 
realized stock volatility that lingered around multi-years lows. In Q1 2017, these challenging market 
conditions abated considerably but were still present.  Although the momentum reversal had mostly run 
its course, a new momentum trend had yet to emerge. On the fundamental side, we saw some recent 
progress of market normalization but geopolitical and macro considerations still played a predominant 
role, which led to more instability in the performance of our fundamental factors. In addition, the stock 
market volatility remained at a very low level and thus limited the magnitude of mean-reversion alpha 
opportunities. 
  
While we expect the strategy to turn around as the market gradually normalizes, we maintain a 
steadfast commitment to research and development.  Our current research pipeline is robust with 
efforts placed on both existing and new alpha models.  Improvements to the existing stat arb model 
have been a focus for much of 2016 and one significant new upgrade will be implemented in the next 
few weeks.  Our back-test indicates that if this upgrade had been deployed at the beginning of 2016, it 
would have substantially boosted the profitability and reduced the drawdown of our US portfolio for the 
calendar year. We note that we have a diligent procedure in place for new models and enhancements, 
including a rigorous regime of testing before going live. We also expect additional positive contributions 
to come from several new sub-strategies that are nearing deployment. 
 
*Performance results are estimated and unaudited and reflect the reinvestment of dividends and other earnings, 
and are presented net of expenses, a 2% management fee and a 20% incentive fee. The performance information 
contained above is not specific to any investor’s account and should not be relied upon as a statement of any 
investor’s return.   
 
IMPORTANT DISCLOSURES 
 
In general. This disclaimer applies to this document and the verbal or written comments of any person presenting 
it. This document, taken together with any such verbal or written comments, is referred to herein as the 
“Presentation.” The information contained in this Presentation is provided for informational purposes only, is not 
complete, and does not contain certain material information about the Clinton Equity Strategies Master Fund LTD 
(“CES” or the “Fund”), including important disclosures and risk factors associated with an investment in the 
Fund.  No representation or warranty is made concerning the completeness or accuracy of this information. To the 
extent that you rely on the Presentation in connection with an investment decision, you do so at your own risk.   
 



No offer to purchase or sell securities. This Presentation does not constitute an offer to sell, or the solicitation of 
an offer to buy, and may not be relied upon in connection with the purchase of any security, including an interest 
in or shares of any fund managed by Clinton Group, Inc. and its affiliates (collectively, “Clinton”).  Any such offer 
would only be made to qualified investors by means of the Fund’s formal offering documents (i.e., a confidential 
private placement memorandum, limited partnership agreement, and subscription document, the terms of which 
shall govern in all respects). 
 
No tax, legal, accounting or investment advice. The Presentation is provided for illustration and discussion 
purposes only and is not intended to provide, and should not be relied upon for, tax, legal, accounting or 
investment advice or as a recommendation to purchase or sell an interest in the Fund.  Before making any 
investment, you should thoroughly review the Fund’s confidential private placement memorandum and related 
documents with your financial and tax advisor to determine whether an investment in the Fund is suitable for you.  
 
Confidentiality. This Presentation is confidential and is the property of Clinton. It is intended only for the use of the 
person to whom it is given and may not be reproduced or redistributed in any form. By accepting or reading any 
portion of the Presentation, you agree that you will treat the Presentation confidentially.  Clinton expressly 
prohibits any redistribution of the Presentation without its prior written consent. The Presentation is not intended 
for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use is 
contrary to law, rule or regulation.  
 
Past performance. In all cases where historical performance is presented, please note that past performance is not 
a reliable indicator of future results and should not be relied upon as the basis for making an investment decision. 
 
Risk of loss. An investment in the Fund will be highly speculative, and there can be no assurance that the Fund’s 
investment objective will be achieved. Investors must be prepared to bear the risk of a total loss of their invested 
capital. 

 


