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PROCEEDINGS
MS. STEIBER: This is Heidi Steiber on March 6,
2009, at 4:00 p.m. I will be interviewing Gregory Stahl,
S-t-a-h-1, at CFA Alternative Investments. So that's C as in
california, F as 1in Frank, A as jn advisor, Alternative
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STAHL
Investments.

So state your name and explain who you are and where you
work.

MR. STAHL: T am Greg Stahl. I head up our
alternatives investments area at SEI Investments. So that
includes the management of about $2 billion, a little less
than that, in hedge fund of fund assets.

MS. STEIBER: Okay. So do you run a fund of funds?

MR. STAHL: Yes. The SEI Opportunity I and II
funds, which are cayman offshore fund of funds with an
institutional client base.

MS. STEIBER: And at one time did you consider an
investment with Madoff?

MR. STAHL: Yeah. we've had two contacts with
Madoff feeders over the Tast five years.-

MS. STEIBER: Wwhat feeders were they? And you mean
feeder funds. Correct?

MR. STAHL: Yeah. Feeder funds, yeah. 1In 2005, we

Tooked at the Tremont Broad Street feeder. And then as

recently as -- I have to check the notes here -- looks like
August of 2008, we were in contact with the Maxim feeder.

MS. STEIBER: So were you involved in both of these
contacts with the feeder funds?

MR. STAHL: The first one I was, and the second I
wasn't but my analyst was.

MS. STEIBER: So with as much detail as you can
remember, could you discuss what occurred in 20057
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MR. STAHL: 2005, they actually hit a screen that

we were doing to the hedge fund universe, Tooking for --

MS. STEIBER: Could you explain what you mean by
that,‘they hit a screen?

MR. STAHL: Yeah. One part of our process is to --
is a performance screen, where we run across, you know, a
broad database. We do this across the HFR database, 1
believe it was. I don't reta11 what database it was. But we
were looking for risk-adjusted return screens to identify
funds that had, you know, better-than-average risk-adjusted
returns. And this feeder fund popped up as a very high-
ranking fund on that screen.

wWe contacted them, had a telephone call. 1If you go back

to my notes from that era, which actually are a littie
sketchy but -- or not very detailed, but we had telephone
calls where we walked through the underlying process. And we

had a meeting with the marketing staff from Tremont as well.

6

MS. STEIBER: At that time, before you met with the
met with the marketing staff of Tremont, did you know that
Madoff was making the investment decisions for that feeder
fund?

MR. STAHL: We didn't until the phone call. I
mean, that's when it was just a return sequence to us. We
didn't really know who -- we didn't know the strategy. we
didn't know anything else. It was a compelling performance
result, and we did some further investigation.

MS. STEIBER: So who attended this meeting that you
had with the feeder funds?
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MR. STAHL: It was myself and an analyst by the

Personal Privacy . B .
name of who's no longer with the firm, but was a
guantitative analyst for us at the time.

MS. STEIBER: Could you spell his Tast name?

Personal Privacy

MR. STAHL:

MS. STEIBER: Okay. And where did you meet? 1In
Connecticut or --

MR. STAHL: I believe we met them at a (inaudible)
event in New York. It was like a broader collection of
funds. We had a breakout session with them.

MS. STEIBER: Okay. And how long was the meeting?

MR. STAHL: I don't -- I don't have that
documented. Those breakout sessions are usually about an

hour.

MS. STEIBER: And what do you recall from the
meeting? Did they present documents?

MR. STAHL: They had a pitch to the best of our
knowledge, and which I don't have a copy of any more. It had
been -- some of that stuff got archived. I probably can
recover it. It's been cleaned off the server and stored
somewhere now.

But we talked through the investment process that they
were usingvto generate the réturns. we asked questions about
the process. And the objective of our -- usually our first
meeting is to understand what they're doing that produced the
result that we're -- that we're seeing on the -- in the
guantitative data.

MS. STEIBER: Okay. I'm going to stop you for a
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second. It Tooks 1like you're a CFA., That's a Chartered

Financial Analyst. 1Is that correct?

MR. STAHL: Yeah.

MS. STEIBER: And what was the expertise of the
other person from your firm that met with the feeder fund?

MR. STAHL: He was a quantitative analyst. So he
specialized in quantitative investment strategies, you know,
systemic trading strategies and so forth.

MS. STEIBER: So you sound T1ike you're both very
sophisticated. And you had looked at other feeder funds in

the past, or other -- sorry, other investment opportunities?

8

MR. STAHL: Yeah. 1I've been doing, you know, hedge
fund of funds and sort of manager -- external manager
investments for 15 years at that point. Rob had at least
20 years of investment experience at that point.

MS. STEIBER: Now, was there anything that struck
you as odd during the meeting that you had?

MR. STAHL: The only thing that struck us as odd --
and that's all the work we did; we didn't go for another
meeting -- but the strategy that was described, at Teast on
the surface, was a strategy -- a relatively common strategy.

MS. STEIBER: And what was that strategy?

MR. STAHL: They referred to it as the split strike
strategy. They were basically cépping -- capping the up side
through the sale of the call and the down side through the --

through the put. I mean, it's a (inaudible) strategy that

usually produces -- in normal markets; let's put it this
way -- a pretty consistent return.
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STAHL
And -- but the Tevel of consistency exhibited by

the strategy relative to other strategies we knew that did
similar things was much, much better. And as a matter of
fact, that was a strategy that worked very well from sort of
the '99 to -- '98/'99 -- and this is not necessarily in the
feeder fund case, but in the case of other people we knew who
did the same strategy. From '98/'99 to 2003, it was a great

strategy.

But after 2003, 2004 proved to be a tricky year,

and 2005 was a difficult year for most people that weré doing

it.

MS. STEIBER: Why?

MR. STAHL: Wwell, I guess the thing that caught our
attention -- I'd say the volatility levels in the market had

fallen off so dramatically. It was just a more difficult
trading environment.

MS. STEIBER: Okay.

MR. STAHL: And in the -- you know, and the
benchmark, you know -- well, let's put it the naive, you
know, strategy has been around forever. There's actually a
mutual fund that pursues a very similar sort of strategy 1in
the less -- tension to less lever (phonetic) kind of context,
the Gateway fund, which we've tracked for years and sort of
use it as a -- as a benchmark for that kind of trading.

And we could see, you know, years -- or in the
(inaudible) that was presented to us, there was some
correlation with returns produced and the Gateway returns.
But as the Gateway returns fell off, returns in this strategy
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_ STAHL
remained very high.

" We also had a broader peer group of funds that, you
know, purported to have a similar sort of strategy. And they
were sort of different. The universe got weaker, and this

fund didn't get weaker. And, you know, they just didn't --

10
they didn't articulate why.

we talked, as we always do because one of our due
diligence requirements is transparency of the underlying
portfolio. That was not -- we asked specifically about it.
They didn't offer it to us.

MS. STEIBER: Wwait. Say that again. I couldn't
hear you.

MR. STAHL: We very specifically asked them about
what else we could see to understand the strategy better, and
they were pretty clear they weren't going to give us anything
else.

MS. STEIBER: And did they explain why?

MR. STAHL: It was a -- it was a pretty typical
hedge fund manager answer. But, you know, the process is
very proprietary, you know. Check our reputation. Check our
references. But that's not the way we do business.

And, by the way, we see that from, you know, 20,
25.percent of the people we talk to, probably. we've always
been very happy to walk away from that.

MS. STEIBER: And did they say anything about their
options trading, about whether they were trading options,
whether it was on CBOE or if it was in the over-the-counter

market?
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STAHL
MR. STAHL: I don't have anything in my notes about

that. They might have, but I didn't write it down.

11

MS. STEIBER: Okay. So what else do you remember
from the meeting or have notes of?

MR. STAHL: That's basically it. I mean, that
document, their process, and they did have some background on
the -- on the firm and things Tike that. But, you know,
nothing -- it was probably (inaudible), and I'm not going to

claim any special genius here. There was no smoking gun that

would have told me this was a -- this was a fraud or anything
else.

It just -- Tike a Tot of things we look to, we look
at the -- we Took through the process, Took at the returns,

and say, do the process and the returns seem to make sense
together? And then we -- if we -- if they do, we say, you
know, show us how it works. Show us -- you know, show us the
positions. Give us the transparency, you know.

And that's why probably a third of our meetings,
you know, peter out at that point. And I don't think -- for
probably -- you know, most of the market, there are just that
they don't want to disclose the information that we want and
we move on to the next jidea. Because there's 8,000 funds we
could choose from, and if someone doesn't want to give us
what we want, we move on to the next one.

MS. STEIBER: Uh-huh. Did you remember looking at
that auditor for the fund or --

MR. STAHL: We never even got that far. Usually
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