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What a difference a year 
makes.

Last spring, this survey was 
focused entirely on what 
everyone felt: the world had 
suddenly changed.  A dead-
ly pandemic was metasta-

sizing at warp speed across 
the planet.

Economies and societies 
locked down, unemploy-
ment soared, real interest 
rates turned negative, 
stocks collapsed, and the 
exponential spread of 
Covid-19 led to more US 
deaths related to Covid-19 
than in all the major wars 
fought in the 20th and 21st 
centuries.

When central banks and 
governments unleashed 
unprecedented liquidity, 

investors looked past the 
trauma that was unfolding, 
which sent equity markets 
soaring.  Further, the fear of 
cascading business failures 
hasn’t materialized.  By the 
second half of 2020, inves-
tors decided nothing really 
had changed.

Economist David Rosen-
berg put the market recov-
ery in simple terms.  “Over 
the past 40 years, the dif-
ference between monetary 
and economic growth has 
been about 1%.  In 2020, 
this spread gapped to 

Hedge Fund Investing 
During The Time of 
Covid-19: Part II
Active fund management—with a big assist from central banks 
and government stimulus—smoothed the ride over last year’s 
turbulent markets, and this year’s volatility is providing more op-
portunities and new risks.

around 30%. Excess liquidi-
ty that’s not being absorbed 
by the economy is finding a 
home in the financial mar-
kets.”  [See Rosenberg's 
Q&A on pp. 17-18.]

With bond yields and 
spreads at record lows, 
equities were the primary 
beneficiary of this excess 
investment liquidity. 

With economies reopening 
and pent up demand un-
leashed, the growth outlook 

looks robust.  In April, the 
International Monetary 
Fund projected global 
growth of 6% in 2021 and 
4.4% in 2022.

The Economist magazine 
recently reported,“busi-
nesses are starting to 
invest in huge numbers.  In 
America, capital spending 
is rising at an annual rate 
of 15%, both on hard stuff, 
such as machines and 
factories, and intangibles, 

like software.  Firms in other 
parts of the world are also 
ramping up spending.  Fore-
casts for business invest-
ment have never looked so 
rosy.”

While Giovanni D’Alesio, 
head of alternative invest-
ment research at the $132 
billion Swiss-based asset 
manager GAM, is well 
aware of these trends, he 
believes, “equity fundamen-
tals don’t make any valua-

tion sense.” Broadly speak-
ing, he sees multiple, not 
real earnings, expansion 
driving markets higher.  As a 
result, “many investors are 
looking away from the es-
sential indicators and more 
towards technical analy-
sis and sheer momentum 
which isn’t sustainable,” 
explains D’Alesio.

Uncertainty and volatility 
that characterized 2020 
was a boon for many hedge 
funds.  Last year’s Top 50 
funds delivered collective 
returns that were in line 
with the market, but they 
did so with far less draw-
down and volatility.

And this year’s Top 50, two-
thirds of which made the 
leap from the 2020 sur-
vey, did even better.  They 
averaged gains of more 
than 24% in 2020 versus 
the S&P 500 Total Returns 
of 18.40%.  And they more 
than doubled the hedge 
fund industry average gains 
of 11.14%.

And positive results have 
continued through the 
first quarter of 2021, with 
the S&P 500 up 6.2%, the 
average hedge fund appre-
ciating by 4.8%, and the Top 
50 returning 5.4%.

But making the cut for this 
survey involved more than 
having thrived last year.  
The Top 50 represented 
broad strategy funds with 

For the third year in a 
row the Top 50 funds col-
lectively demonstrated 
asset managers, relying 
on a variety of strategies, 
generating net returns 
comparable to the S&P 
500 with significantly 
less risk and perfor-

mance that was large-
ly independent of the 
market.  Hedged equity, 
multistrategy, and global 
macro funds led the way 
with more than half the 
funds in the Top 50 man-
aging less than $1 billion.

by Eric Uhlfelder
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About This 
Year's Survey
My 18th annual global 
hedge fund survey is being 
published under my own 
banner--Global Investment 
Report.  The 17 previous 
editions were commis-
sioned by The Financial 
Times, Barron’s, The Wall 
Street Journal, and last 
year by SALT. 

This year’s survey con-
tinues improvements I’ve 
been making on method-
ology and reporting, which 
I initiated in the 2019 Wall 
Street Journal version. 

This included extending 
the period for which per-
formance is ranked to the 
trailing 5 years.  Further 
enhancements included 
tracking worst drawdown, 
standard deviation, Sharpe 
Ratio, and market correla-
tion over the same period 
to gain a more complete 
understanding of perfor-
mance. 

With the exception of 
market correlation, I also 
tracked these metrics 
since the inception of each 
fund—which was never 
done in any previous sur-
vey.  With the average fund 
age being nearly 15 years, 
this revealed performance 
consistency that extends 
back to when each qualify-
ing fund was launched.

Combining this exten-
sive statistical study with 
qualitative overview of the 
hedge fund industry as 
observed by leading global 
allocators, economists, 
consultants, and manag-
ers who made the Top 50 
presents a comprehensive 
assessment of what the 
most consistent perform-
ing hedge funds can deliver 
and what they expect may 
play out for the rest of 
2021.

“The test of a first-
rate intelligence is 
the ability to hold two 
opposed ideas in mind 
at the same time and 
still retain the ability to 
function.”

- F. Scott Fitzgerald
























	firstspread-copy
	Master-0707
	Master-07072
	Master-07073
	Master-07074
	Master-07075
	Master-07076
	Master-07077
	Master-07078
	Master-07079
	Master-070710
	Master-070711

