
 

 
 
 
First Quarter 2008 Investor Letter 
 
 
May 30, 2008 
 
Dear Investor: 
 
For the three month period ended March 31, 2008, our fund generated the returns 
indicated below.  Firm assets under management at the end of the quarter were $5.5 
billion. 
 
 
 
Results for Third Point Funds 

 
 
% Return Q1 2008 

Third Point Offshore Fund, Ltd. - 4.2% 

S & P 500 - 9.4% 

See notes 1-3 below text. 
 
 
 
Winners and Losers 
 
The top five winners during the quarter (based on their contribution to overall results) 
were: ABX Index (+51.2%), Financial Short A (+37.0%), BEA Systems (+57.7%), 
Healthcare Short A (+32.2%) and Leap Wireless (+34.9%).  The top five losers during the 
quarter (ranked similarly) were: Reliance Capital (-37.8%), Siemens (-17.0%), Deutsche 
Boerse (-21.0%), Clear Channel Communications (-9.4%) and NYSE Euronext (-15.9%). 
  
 
Portfolio Review 
 
It is important to remember that our mission at Third Point is both the generation of high 
risk adjusted rates of return and the preservation of wealth.  We take great care in 
analyzing individual investments and in assessing the portfolio construction for potential 
appreciation as well as risk of loss.  This does not mean that we don’t take large  positions 
when we have confidence in our analysis and see opportunity to generate high returns, but 
we endeavor to ascertain the risk in individual positions and the portfolio at large in a 
variety of scenarios.   
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Assessing risk is a dynamic process and one we are constantly recalibrating.  We pay 
close attention to this assessment and have invested much capital and time in risk 
management professionals and infrastructure.   Looking back over the past 13 years (the 
firm was founded June 1, 1995, so it’s Bar Mitzvah time at Third Point!), I am pleased 
with our navigation of some difficult periods and our ability to know when to adopt a 
defensive posture and when to “go for it.”  In my judgment, the current economic and 
market environment has been a time to exercise prudence and to focus on preservation of 
wealth.  (Indeed, while the returns for Q1 show a slight decline overall, as of this writing, 
our funds have substantially recovered from 1st quarter losses). 
 
In carrying out our mission, we have the opportunity, particularly in the financial services 
sector, to assess firms that do not share our values on risk and reward and to take 
appropriate action.  Last year, as the mortgage crisis started to unfold, we looked at firms 
with large holdings in sub-prime securities, which led us to Bear Stearns.  We were 
concerned by not only that firm’s holdings, but the slim layer of equity supporting a 
balance sheet leveraged nearly 40 times.    
 
As most of you know, we removed most of our prime brokerage assets from Bear Stearns 
last summer and maintained a short position in the name up until the day before its near 
bankruptcy and forced sale.  The Bear Stearns story is a sad one.   “The Bear” was our 
first prime broker, provided us with our first home at 277 Park Avenue in their “hedge 
fund hostel” and Third Point had many good friends who worked there and gave the firm 
their careers.   I was frequently reminded of this relationship when I informed our prime 
brokerage contacts of our plans to depart; as much as I would have liked to remain loyal, I 
could not let sentimentality conflict with my greater fiduciary duty to my investors and 
sense of business judgment and risk. 
 
In the aftermath of the Bear Stearns fiasco, we have heard accusations by serious people 
that Bear was brought down by a cabal of short-sellers who “spread rumors” and “pushed 
the price down” through manipulative tactics.  
 
In reality, The Bear was felled by its reckless use of leverage, lack of transparency and 
incompetence of its mortgage “traders” (the term is a misnomer as they did not so much 
“trade” as buy and hold), its lack of management and lax oversight by its board.   The 
conspiracy theorists can say what they will, but I can not help but surmise that the Bear 
Stearns melt-down could have been averted if we and others had felt more comfortable 
expressing our critical views of the company.  However, given the often-litigious response 
from defensive issuers, free speech of this nature is often sacrificed to the more pressing 
good of staying out of harm’s way.  I believe society is left worse off as a result, and the 
Fed’s action required to facilitate the bail-out of Bear Stearns by JP Morgan can be seen as 
a very real and direct cost as a result of this dampening of free speech.   
 
In this vein, I can not help but acknowledge the courage of my friend and colleague, 
David Einhorn, and recommend to everyone his new book, which details his life-altering 
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experience in connection with his short-selling of Allied Capital.  David has recently been 
in the news following a similar curtain-pulling speech regarding the accounting of 
Lehman Brothers, and we wish him well and support him in his quest to expose what 
appears to be significant discrepancies in that company’s financial reporting.1 
 
For a time, the Bear Stearns bailout on March 17th looked like a bottom for the market in 
general and financial services in particular.  Bulls believed that the decisive Fed action 
indicated that the government understood the problem and that the worst of the financial 
storm was behind us.  Indeed, from March 17 to its recent peak, May 19th, the S&P 500 
rallied 12% and the broker dealer index rebounded 22%.  We were not convinced.    
 
In general during the first quarter, we had numerous financial shorts in our portfolio, 
which in aggregate served to protect our capital and minimize losses. And, while we 
covered several short positions in companies that had “blown up”, we took the period of 
market ebullience following the Bear collapse to increase shorts in a number of financial 
institutions.  The first quarter of 2008 will be remembered as the one in which the market 
finally realized that many funds and financial institutions were using the wizardry of 
excessive leverage to generate returns. 
 
Notwithstanding Third Point’s present relatively defensive stance, and in addition to our  
short position in a number of banks, brokers and financial service stocks, we revisited our 
investment in Leap Wireless, have significantly increased our exposure to energy and 
selected risk arbitrage deals that, at least thus far, have been uncorrelated to the stock 
market mayhem.   
 
We re-established a position in Leap Wireless, which we have been following since 2003, 
when the shares declined based on unfounded fears that the crisis in housing would cause 
its lower-income demographic customers to stop using their cell phones.  The market’s 
thesis conflicted with ours, which forecast positive trends in the shares from a previously-
proposed potential merger with MetroPCS following the conclusion of the 700MHz 
spectrum auction in April, an expected strong first quarter net add performance, and a 
promising launch in new markets during 2008.     
 
Following our involvement as a value and arbitrage play in 2007, we re-entered BEA 
Systems during the first quarter when its share price had dropped to the mid-teens 
following its rejection last Fall of Oracle’s proposed merger.  Based on our understanding 
of Oracle’s acquisition objectives and goals for its middleware business, we believed a 
purchase of BEA was still in the cards.  Oracle was also approaching the anniversary of 
its Hyperion acquisition and its fiscal fourth quarter in May, providing timing-related 
motivations to complete a transaction.  Our thesis was confirmed when Oracle 

                                                 
1 David’s recently published book, Fooling Some of the People all of the Time, is an extraordinary book 
covering the saga of his short position in Allied Capital and the government’s handling of the situation.  
Page 60 of the book is devoted to questions I posed to Allied Capital’s management during an earnings call.   
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subsequently offered $19.38 per share in mid-January for BEA, and the deal closed in 
April.    

 
We have significantly increased our energy holdings, with core exposure to Plains 
Exploration & Production, EXCO Resources, Energy XXI, and Questar Resources. Based 
on our analysis of supply and demand for both oil and natural gas, we believe that the 
fundamentals for the commodity will remain strong and at present our exposure to E&P 
has increased to approximately 20% of our NAV.  
 
 
We doubled our position in Plains in 2008, buying shares in the $40-$60 range that are 
trading now at $76.  After the Pogo Producing acquisition deal closed in November 2007, 
Plains announced plans to divest of some of Pogo’s recently acquired assets at a 
premium.  In December, Plains sold $1.75 billion of Pogo’s assets at highly accretive 
prices.  Following the sale, we believed Plains was properly positioned to generate 
production growth while lowering costs and continuing its highly successful exploration 
program.  Factoring in Plains’ strong cash flow generation, we believed the company was 
undervalued in the market, a view which has borne out recently as several brokerage 
firms have upgraded the stock, and investors have shown a renewed interest in the 
company.  We continue to see significant upside potential from greater than anticipated 
cash flow generation and several large exploration prospects. 
 
We have tripled the size of our position in EXCO common stock since the beginning of 
the year, adding shares at $15 and $17 that now trade at $25.  We have been shareholders 
of EXCO since its IPO in February 2006, and have great respect for the CEO and his 
management team.  Their capital discipline and focus on creating per share value are 
uncommon, but particularly important in the capital-intensive oil and gas industry.  
During a meeting with management at the end of 2006, we discovered the company had 
significant unbooked reserve potential and undeveloped acreage positions that were not 
reflected in the stock price.  Since then, the Company has articulated its reserve potential 
and disclosed large acreage positions in two of the most desirable new areas in the 
country, the Marcellus and Haynesville shales.   Additionally, the Company has increased 
its capital budget twice, accelerating production growth and the development of unproved 
resources.  We believe there is still significant value in the stock, which will be 
recognized as the management team executes on its development plans.   
 
Some of our biggest winners from 2007, such as Deutsche Boerse and Reliance Capital, 
down 25% and 52% respectively during the quarter, were the source of our biggest losses.  
Notwithstanding this dramatic decline in some of our largest positions, I believe that our 
risk management, low leverage, conservative concentrations and winning short positions 
enabled us to preserve our capital and “live to fight another day”.   
 
 
Operations and Personnel Update 
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As previously announced, Bruce Wilson joined us in February to assume the position of 
Chief Operating Officer.  Together, we took a strategic look at our existing organization 
and identified areas that needed support or strengthening following the group departure of 
a number of employees late last year to launch a new business venture.  I am pleased to 
announce that our new employees have already made significant contributions to Third 
Point. 
 
Mendy Haas, Chief Financial Officer – Mendy was most recently the Chief Financial 
Officer for DiMaio Ahmad Capital, an asset manager with more than $6 billion under 
management.  Previously, he worked at Tiber Asset Management as a Vice-President 
responsible for the firm’s financial and tax reporting, and at Deloitte & Touche.  Mendy 
holds a joint J.D./M.B.A. from Fordham University and a B.S. in Accounting from 
Brooklyn College. 
 
Jim Gallagher, Director of Operations – Jim was most recently a Managing Director of 
Indus Capital Partners LLC, where he was responsible for the middle and back office, 
technology, risk management and fund administration functions.  Previously, Jim was a 
Vice President, Head of Operations for the Hedge Fund Strategies division of Goldman 
Sachs Asset Management (formerly Commodities Corporation LLC).  His responsibilities 
included the operational and valuation processes for all alternative investments managed 
by GSAM.  He began his career at Prudential Financial, where he worked in the 
investment accounting and risk management areas.  Jim graduated with a BS in 
Accounting from the University of Richmond’s Robins School of Business in 1993. 
 
Tina Linger, Director of Human Resources – Tina was most recently employed at Bear 
Stearns Asset Management, where she focused primarily on professional development 
and employee performance management.  Previously, she spent five years at Credit 
Suisse, where she was responsible for managing general HR issues and concerns.  Tina 
holds a M.A. from Columbia University, and a B.S. from Cornell University. 
 
William Song, Chief Compliance Officer – Will was previously General Counsel with 
TD Asset Management USA Inc. in New York.  He has also worked at the Securities and 
Exchange Commission as an attorney in the Division of Enforcement.  He is a graduate 
of Tufts University, Temple University School of Law, and The University of 
Pennsylvania, Wharton School. 
 
Josh Targoff, General Counsel – Josh joined us from Jefferies & Company, the middle-
market investment bank, where he worked from 2003-2008, most recently as General 
Counsel for Investment Banking.  From 1996-2003, he was an associate at Debevoise & 
Plimpton.  Josh earned a B.A. from Brown University and a J.D. from Yale Law School. 
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Lastly, many of you may have noted that shares of Third Point Offshore Investors Ltd. are 
trading at a historically large discount (approximately 11%) to its NAV.  Please be 
mindful that to the extent you receive intra-month information about the results or 
operations of the Fund, you may be deemed to have material, non-public information with 
respect to the public vehicle, and should exercise caution before trying to capitalize on this 
anomalous situation. 
 
 
 
Sincerely, 
 

 
 
Daniel S. Loeb 
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Notes: 
_____________________ 
 
1 The data in the table is presented by funds managed by Third Point LLC and excludes 
managed accounts.  The data in “Winners and Losers” is based on the aggregate results for 
all Third Point managed funds.  The data in “Portfolio Review” is based on Third Point 
Offshore Fund, Ltd. Individual fund performance, portfolio exposure and other data 
included herein may vary between the various funds and managed accounts managed by 
Third Point LLC.  Performance results are presented on a net-of-fees basis and reflect the 
deduction of, among other things: management fees, brokerage commissions, 
administrative expenses, and accrued performance allocation or incentive fees, if any.  Net 
performance includes the reinvestment of all dividends, interest, and capital gains.  In 
practice, the incentive fee is "earned" on an annual basis, not monthly, or upon a 
withdrawal from the fund.  Quarter-to-Date and Year-to-Date performance is an estimate. 
 Because some investors may have different fee arrangements and depending on the 
timing of a specific investment, net performance for an individual investor may vary from 
the net performance as stated herein. 
 
2 Past performance is not necessarily indicative of future results.  All investments involve 
risk including the loss of principal.  This document is confidential and may not be 
distributed without the express written consent of Third Point LLC and does not 
constitute an offer to sell or the solicitation of an offer to purchase any security or 
investment product.  Any such offer or solicitation may only be made by means of 
delivery of an approved confidential offering memorandum. 
 
3 The performance and volatility of the S&P 500 may be materially different from the 
individual performance attained by a specific investor in the funds and managed accounts 
managed by Third Point LLC.  In addition, the funds’ and managed accounts’ holdings 
may differ significantly from the securities that comprise the S&P 500.  The S&P 500 has 
not been selected to represent an appropriate benchmark to compare an investor’s 
performance, but rather is disclosed to allow for comparison of the investor’s 
performance to that of a well-known and widely recognized index.  You cannot invest 
directly in an index. 
_____________________ 
 
 
 
 
 
 
 
 


