
Mill Hill Capital is an investment adviser based in New York.

The firm focuses on market-neutral relative value investments in US Credit. The fund seeks to identify asymmetrical strategies across securitized and

corporate bond markets. We concentrate primarily on the following asset classes: CLOs, Esoteric ABS, EETCs and Aircraft ABS, non-agency mortgage-backed

securities, credit indices, corporate financials. The firm is led by David Meneret, formerly Head of Securitized Debt and Corporate Financials Trading at

Macquarie and Senior Portfolio Manager for Macquarie Credit Nexus Fund. The Mill Hill team is currently comprised of 5 former Macquarie colleagues.

The Mill Hill Strategy relies on the combination of asset-level fundamental analysis, extensive market-implied data-driven proprietary cash flow models

identifying long/short opportunities across asset classes, as well as a systematic approach to risk and portfolio management.

THE OPPORTUNITY SET IN 2016 
We believe that the current environment of low liquidity in credit markets, increasing default risk in the Energy space, and record leverage for 

US investment grade firms, set the right tone for more dislocations across asset classes for the next 2-3 years.

CLOs

Growing market, fueled by large demand from unlevered or low-leverage hedge funds hungry for current yield, less demand for mezzanine 

tranches, poor performance from BDCs and CLO equity recently, as pressure mounts on the leveraged loan market.

AIRCRAFT ABS AND EETC MARKET

Currently impacted negatively by volatility of the High Yield market caused by expected defaults of Energy, Metals & Mining companies but 

benefits from lower crude prices, as demonstrated by strong performance of US airlines stocks in the past 2 years.

ESOTERIC ABS

Typically requires equity partners to bring deals to the market, mostly relies on buy-and-hold accounts for investment grade tranches, more repo 

financing for mezzanine tranches. Solid upside/downside ratios for select transactions in consumer finance, equipment finance, solar finance, 

and film finance.

FINANCIALS AND RMBS

Accounting for financial industry is still extremely opaque and relies more and more on rating agencies’ input rather than market levels, which 

creates long and short opportunities. Short positions can also be funded by seasoned well-enhanced senior tranches of second lien RMBS.

NO-ARBITRAGE APPROACH FUNDAMENTAL APPROACH LONG/SHORT RELATIVE VALUE APPROACH

Looking for market dislocations across 

various asset classes

Base case cash flow forecast, stressed case 

cash flow forecast, and Loan-to-value analysis

Constructing an asymmetric payout profile: 

minimizing the downside, maintaining upside 

optionality

Liquid indices used as an input to the 

forward looking models: expected loss and 

distribution of expected losses

Asset-level analysis relying on the 

characteristics on the underlying portfolio, 

stress cases

Monte Carlo simulations and regressions 

between the long side of the trade and the 

short side of the trade

Technology: modeling more than a billion of 

cash flow simulations every day using Amazon 

Web Services

Special attention to servicer/manager 

behavior, legal structure, reinvestment risk, 

call risk, concentrations

Identifying potential catalysts that can unlock 

value, constantly monetizing convexity
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We aim to construct and manage a dynamic market-neutral portfolio of CLOs, Aircraft ABS, Esoteric ABS, RMBS, CMBS, High Yield

bonds, Leveraged Loans, Corporate CDS, and Indices by using the following three pronged approach, which has been utilized under

David Meneret’s management from 2007 until 2014. It relies on a suite of quantitative cash flow models.

The information contained in this presentation is proprietary and strictly confidential. This material has been prepared solely for informational purposes and is not an offer to sell or a solicitation of an offer to purchase any interests or

shares in funds (collectively, the “Fund” or the “Mill Hill Fund”) managed by Mill Hill Capital Management Inc. (“Mill Hill Capital”). Any such offer will be made only pursuant to an offering memorandum and the documents relating

thereto describing such securities (the “Offering Documents”) and to which prospective investors are referred.

The information contained in this presentation is believed to be reliable but Mill Hill Capital makes no representation or warranty as to its accuracy or completeness. This presentation may not be modified, reproduced or redistributed in

whole or in part without the prior written consent of Mill Hill Capital. In making an investment decision, you must rely on your own examination of the Fund and the terms of the offering. You should not construe the contents of this

presentation as legal, tax, investment or other advice.

Certain information contained herein constitutes “forward-looking statements” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “intent,” “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 actual performance of the Fund may differ materially from those reflected

or contemplated in such forward-looking statements.

The targeted and illustrative performance contained herein is provided for illustrative purposes only and is not intended to serve as, and must not be relied upon by any person as, a guaranty, an assurance, a prediction of a definitive

statement of fact or a probability. Actual events and circumstances are difficult or impossible to determine and may differ from assumptions. No representation or warranty is made as to the reasonableness of the assumptions made

with respect to determining such performance or that all assumptions used in determining such performance have been stated or fully considered. Such performance was not prepared with a view towards public disclosure or

compliance with any published guidelines. Actual performance and realized returns will depend on, among other factors, future operating results, the value of the assets and market conditions at the time of disposition, legal and

contractual restrictions, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions on which the projected valuations used in any performance data contained herein are based. The

actual performance and realized returns of any transaction described herein may differ materially from the targeted and illustrative returns. Further, targeted and illustrative returns do not include fees and expenses applicable to an

investment in the Fund. As a sophisticated investor, you accept and agree to use such information only for the purpose of discussing with Mill Hill Capital your preliminary interest in investing in the Fund.

CAPITAL ALLOCATION

Opportunity set is the main driver of capital allocation

Emphasis on asymmetric strategies

Balance between high Sharpe ratio strategies and portfolio diversification

RISK MANAGEMENT

Credit risk, aggregation and monitoring of HY Equivalent and convexity

Interest rate risk, monitored and hedged with Treasuries and Swaps

Funding risk, mitigated by the right blend of short and long term funding

Concentration risk, concentration limits determined by “Maximum Loss” (1)

Counterparty risk, exposures and limits determined by “Maximum Loss”

Basis risk, monitored and managed by “Worst Case Loss” (1)

LIQUIDITY MANAGEMENT AND USE OF LEVERAGE

Contingent funding requirement will be managed by the “Worst Case Loss”

framework

Portfolio and trading strategy leverage measures/limits are managed through the

“Maximum Loss” framework

Prime broker’s margin framework and financing relationship will be monitored and

managed closely in house

Unencumbered cash balance is held separately away from prime brokers.

LOW volatility environment MEDIUM volatility environment HIGH volatility environment

TOTAL GROSS LEVERAGE 1.5x/2.0x 1.0x/1.5x 0.5x/1.0x

INDICATIVE TARGET RETURNS 8 to 12% 14 to 18% 20 to 25%

HISTORICAL PERIODS 2013-2014 2007/2015 2008/2011

INDICATIVE TURNOVER 5x 4x 3x

ALPHA SOURCE constantly monetizing convexity funding  shorts magnified dislocations

CLO 60% 40% 25%

Aircraft/Esoteric ABS 15% 20% 20%

RMBS 5% 10% 15%

 Financials 10% 15% 20%

 Cash 10% 15% 20%
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(1) Maximum Loss and Worst Case Loss are defined by Mill Hill’s internal models and risk 

measures and the assumptions can be provided upon request


