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Harris Arch, CFA, Por olio Manager and Senior Equity Analyst
Dan Moore, CFA Por olio Manager, Merger Arbitrage

Most of the performance declines in the quarter were related to “mark to market” losses as merger arb spreads con nued to widen a er
the termina on of the Aon/Willis Towers Watson merger on July 26th. While this deal a racted heightened regulatory scru ny, as the second and third largest insurance brokers were planning to merge, many arbs believed that appropriate dives tures could provide a path to
approval. In fact, the deal had already received European Commission approval, as well as other jurisdic ons, and the merger par es had
an agreement to sell certain Willis assets to Arthur J Gallagher & Co. for $3.5 billion, condi onal upon the Aon/Willis deal closing. We believe the Aon/Willis deal break led to arb investors either reducing or completely selling out of certain pending deals that might pose regulatory approval hurdles from the Department of Jus ce, Federal Trade Commission, or State Administra on for Market Regula on in China. Since June 2015 when DCM began managing merger arb, we have witnessed periods of arb derisking such as this before and they o en
happen in quick succession.
In our SPAC posi oning, we are ﬁnding opportuni es to buy SPACs at prices below cash trust value on Day 1 of the IPO. Due to the pullback in funding for SPAC IPOs, many deals are aided by contribu ons from “anchor investors,” who receive founder shares in exchange for
their investment (usually 4.9% or 9.9% of the oﬀering). In recent weeks, these IPOs have traded below the ini al oﬀering price on the ﬁrst
day as anchor investors reduce their stake while s ll receiving the founder warrants. This provides an a rac ve opportunity for us to ini ate posi ons below cash in trust, while s ll receiving warrants and the poten al for upside if a deal is well received. If not, there is always
the opportunity to redeem at trust value, which is o en higher than the ini al purchase price of recent SPAC IPOs.
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DuPont Capital Management is an SEC registered investment advisor based in Wilmington, Delaware. Since the ﬁrm’s establishment in 1993, we’ve
had a long history of developing global investment opportuni es in both tradi onal and alterna ve strategies across equity, ﬁxed income and
alterna ve investments. Our investment team structure gives us the ability to be ﬂexible and adapt to changing market condi ons. DuPont Capital’s
focus is delivering consistent investment management results for our clients. Our history of ins tu onal asset management is rooted back to 1942
when our former parent company, DuPont, established a pension plan for its employees. Corteva Inc. succeeded DuPont as sponsor of the DuPont
Pension Plan in 2019. DuPont Capital is a wholly owned subsidiary of Corteva and con nues to manage the legacy DuPont Pension Plan.
DuPont Capital’s President and CEO, Valerie Sill believes in educa on and diversity of experience as represented in our investment teams which are
comprised of PhDs, engineers, medical doctors, and scien sts. We believe their global exper se creates a por olio implementa on edge that
beneﬁts our clients.
For addi onal informa on, please contact:
Mr. William Smith
Managing Director
Business Development and Client Service
(302) 477-6204
Bill.Smith@dupontcapital.com
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The informa on contained in this memorandum is intended for the sole use of understanding and evalua ng the impact of market events and is not designed or
intended to be used for any other purpose. The document may contain forward-looking statements, which are based on current opinions, expecta ons and
projec ons. DCM undertakes no obliga on to update or revise any opinions or statements herein. Actual results could diﬀer materially from those an cipated in
forward-looking statements. Informa on contained herein has been obtained from sources believed to be reliable, but DCM does not guarantee the accuracy,
adequacy or completeness of such informa on. An investment in securi es includes risk of loss. There is no guarantee that any investment in the securi es
men oned will be proﬁtable. Past performance is not indica ve of future results.
This document is not intended as an oﬀer or solicita on for the purchase or sale of any security or ﬁnancial instrument or as a recommenda on to invest in any of the
securi es or ﬁnancial instruments discussed herein. Registra on of an investment adviser with the SEC does not imply any level of skill or training. No part of this
presenta on may be reproduced in any form.
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