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Two years ago, the pan-
demic was an immediate 
stress test for this survey’s 
Top 50 broad strategy man-
agers who had delivered 

the leading 5-year annual-
ized returns through 2019.  
Inclusion of first quarter 
2020 returns revealed 
these select managers 
preserved capital far better 
than the market when 
stocks declined sharply.  
And for the rest of 2020, 
they kept pace with the 
subsequent rally, delivering 
returns in line with the S&P 
500 but with much less risk. 

This year’s findings are 
again challenged, this time 
by the horrific Russian 
invasion of Ukraine, which 
is propelling inflation even 
higher and ensuring inter-

est rates will rise signifi-
cantly.  Nevertheless, the 
top-performing 50 funds, 
based on the past five 
years through 2021, have 
outperformed the market 
in the first quarter of 2022 
by more than 7 percentage 
points. 

While the war no longer 
dominates attention as it 
once did, its duration and 
outcome are very much 
unclear.  JP Morgan CEO 
Jamie Dimon calls the Rus-
sian invasion “a huge global 
issue and like all wars its 
course is unpredictable.” 

Hedge Fund Investing 
During a Time of War
Like the 2020 edition, release of this year’s survey collides with a 
seismic event — a geopolitical shock wrapped around soaring in-
flation and rising interest rates.  Economic and market turbulence 
is again generating a whole swath of  new risks and opportunities.

And it begs at least partial 
reference to a previous war 
that tore across the conti-
nent.  

Invasion of Ukraine

“Ten thousand lay dead, and 
more than fifty thousand 
were injured.  Buildings were 
reduced to charred skele-
tons; vast craters were left 
in the city streets.  And night 
after night as the lights were 
extinguished across the 
city, some took to makeshift 
bomb shelters in under-
ground stations . . . Once 
day broke, weary citizens 
would stumble out from their 
subterranean world and 

gaze anew at another round 
of devastation.”

This reporting could’ve 
been from any number 
of Ukrainian cities.  But it 
wasn’t.  

Historian Jay Winik was 
describing London nearly 
80 years ago in his book  
1944: FDR and the Year 
That Changed History.  It’s a 
haunting reminder that only 
when allies join militarily 
will atrocities cease.  And 
it's also a reminder of the 
threat posed by authoritar-
ianism.

The Russian invasion of 
Ukraine isn’t unique.  We’ve 

seen horrific carnage 
in Cambodia, Rwanda, 
Chechnya, Bosnia, and 
Aleppo. 

But this conflict is a de facto 
world war with a unified 
West pursuing the most 
comprehensive interven-
tion without troops ever 
pursued against a major 
power.  

The combination of mas-
sive sanctions levied 
against Russia and the 
remarkable decision by 
governments and industries 
to stop doing business with 
Putin is part of the second 
systemic shock to hit global 

markets in three years.

“The Russian invasion of 
Ukraine,” says Fiona Hill, 
the former senior director 
for European and Russian 
Affairs in President Trump’s 
National Security Coun-
cil, “is one of these huge 
ruptures in political and 
security affairs with global 
implications.”  And they 
will likely reverberate for 

Over the past five years 
through 2021, the Top 50 
hedge funds collectively 
generated net annual-
ized returns that trailed 
a red-hot S&P 500 by 
just several percentage 
points, but did so with 
significantly less risk.  
The group’s largely un-

correlated returns pro-
duced a 5-year Sharpe 
Ratio 60 bps higher 
than the market.  Equity, 
multistrategy, and credit 
funds led the way with 23 
of the Top 50 managing 
less than $1 billion.
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years across economies 
and markets worldwide, 
exaggerating dispersion, 
creating a whole host of 
likely and unpredictable 
risks and opportunities.

Danish economist Lars 
Christensen sums up the 
larger picture.  “We’re 
seeing the collision of 
events, each a major 
issue in its own right.  The 

About This Year's Survey
This is my 19th annual global hedge fund report.  It's the second 
consecutive year in which I’ve published it under my own banner: 
Global Investment Report.   The Financial Times, Barron’s, The Wall 
Street Journal, and SALT had commissioned the 17 previous edi-
tions. Like recent surveys, a major theme runs through this review.

The survey continues improvements in methodology and report-
ing initiated in the 2019 Wall Street Journal version.  This includes 
rankings based on the trailing 5-year returns. It also tracks worst 
drawdown, standard deviation, Sharpe Ratio, and market correla-
tion over the same period to gain a more complete understanding 
of performance.  

With the exception of market correlation, the survey also tracks 
these metrics since inception of each fund, which dates back an av-
erage of 13.5 years. This reveals remarkable long-term consistency. 

To better understand how managers have excelled, the survey 
includes extensive profiles of six funds.  These include two Top 10 
equity funds, two consistent arbitrage managers (one focused on 
volatility and the other on mergers), an emerging market manager 
that has ranked highly over each of the past four surveys, and a 
frontier market manager that's been thriving in unusual places. 

The report concludes with thoughts provided by major hedge fund 
allocators, including Generali, Amundi, and EFG International, to 
better understand the industry and what the rest of 2022 may bring.   

“After the first five 
weeks of war notable 
for the heroic success 
of the Ukrainian defend-
ers against the Russian 
invaders, I still cannot 
quite rid myself of the 
uneasy feeling that this 
is merely the opening 
act of a much larger 
tragedy.” 

- Niall Ferguson
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pandemic, soaring inflation, 
central banks way behind 
the curve, China’s wide-
spread Covid lockdowns, 
and the Russian invasion of 
Ukraine have collectively 
given rise to geopolitical 
tensions and economic 
uncertainty we haven’t seen 
since Hitler was Chancellor 
of Germany.”

Due to the war and sanc-
tions, the Financial Times 
reports Sweden’s Volvo 
Trucks expects to suffer 
losses of more than $400 
million.  US bank J.P. Mor-
gan estimates it will likely 
take a $1 billion hit.  And 
Britain’s Shell Oil expects to 
lose $5 billion.

The war scuttled a major 
European bank merger: the 
potential tie-up of Italy’s 
UniCredit and Germany’s 
Commerzbank, valued at 
€785 billion, which may 

have jump-started the long 
anticipated wave of new 
cross-border European 
bank consolidation need-
ed to better rationalize the 
industry.

The International Mone-
tary Fund believes, “Global 
economic prospects have 
been severely set back 
largely because of Russia’s 
invasion of Ukraine.”   The 
World Bank agrees, saying, 
“It’s triggering global ripple 
effects through multiple 
channels, including com-
modity markets, trade, 
financial flows, displaced 
people, and market con-
fidence.  Disruptions to 
regional supply chains and 
financial networks, as well 
as heightened investor risk 
perceptions, will weaken 
regional growth.”

Famine, destabilization of 
nations, and mass migra-

tion are increasingly likely 
given Russia’s continued 
blockage of Ukrainian ports, 
according to David Beasley, 
executive director of the 
UN’s World Food Program.  
“In preventing the export 
of millions of tons of grain,” 
says Beasley, Russia is de-
claring war on global food 
security, “sending the world 
hurtling toward hunger-in-
duced chaos.”

For more than a decade, 
markets perennially 

brushed off all kinds of 
huge events, with faith in 
the Fed put to keep equities 
righted.   This time, not so 
much.  The benchmark S&P 
500 is down more than 16% 
for the year through May 10.  
The MSCI EAFE and World 
Indices are both down more 
than 17% in dollar terms.  
And in the world’s second 
largest economy, Chinese 
shares are down 24% in 
local currency terms.  

The ongoing realignment of 
alliances and business ac-
tivity triggered by Russia's 
invasion of Ukraine is likely 
to prove an even greater 
game-changing event than 
Covid.  The pandemic and 
war together may redefine 
the economic constellation 
around which globalization 
and investing have been 
configured, which also kept 
inflation in check.

Since his dire warning five 
weeks into the war, econ-
omist Niall Ferguson has 
turned a bit more sanguine.  
In late May, Niall said, 

“perhaps Joe Biden will 
get his wish, and Putin will 
be removed from power.”  
But he cautions we cannot 
overlook the devastating 
options Putin still retains. 
“Until I am certain they will 
not happen, I shall remain 
uneasy.”

One thing is clear.  Ukraine 
will not end the war before 
its access to the Black Sea 
is secured.  This collides 
with current Russian mili-
tary plans, likely ensuring 
war will continue for some 
time.  

Further, there’s the po-
tential the West may be 
forced to confront Rus-
sia to reopen shipping of 
Ukrainian grain and prevent 
widespread famine.  Death 
tolls due to starvation might 
quickly exceed those of the 
war, which in turn could trig-
ger political turmoil around 
many poorer parts of the 
world.

At the beginning of the year, 
most institutional investors 
and allocators dismissed 
the likelihood of a Russian 
invasion of Ukraine, ex-
pressing faith that an inter-
dependent global economy 
would endure.  Now the 
core question they face 
is how to respond to this 
challenge to the status quo.  
That’s what this report will 
explore within the context 
of the annual survey.

METHODOLOGY
The purpose of this survey 
is to identify the limited 
number of funds that deliv-
er consistently compelling 
performance to reveal the 
industry’s promise.  

Like previous surveys, 
the initial search starts in 
early February with vari-
ous databases, including 
BarclayHedge and Preqin, 
casting a wide net across 
thousands of funds.  They 
screen for only broad 

strategy funds.  The reason: 
to seek out managers who 
consistently deliver gains 
with low to moderate vola-
tility without the support or 
headwinds that come from 
specific sector, country, 
or specialized exposure, 
such as commodities, 
interest rates, and foreign 
exchange.  Broad strategy 
funds whose performance 
is enhanced by exogenous 
leverage (e.g., 2X or “Ultra” 
funds) are deleted.  

Requiring funds to manage 
at least $300 million is key 
to help ensure reliability of 
data.  When funds reach 
that size, they frequently 
tap top-tier service provid-
ers — administrators, prime 
brokers, accountants, and 
lawyers — whose involve-
ment may help deliver 
best-in-class practice and 
reporting accuracy.

The survey provides anoth-
er layer of data verification 
by contacting each manag-

Strategy
1Q2022 Net 
Returns (%)

2021 Net 
Returns (%) 

3-Year Net 
Annualized 
Returns (%) 

thru 2021

5-Year Net 
Annualized 
Returns (%) 

thru 2021 

10-Year Net 
Annualized 
Returns (%) 

thru 2021

Distressed Securities -0.09 20.30 11.67 7.78 7.06

Equity Long-Bias -4.82 17.08 16.22 10.29 8.79

Collateralized Debt Obligations -1.29 16.25 4.93 7.54 13.99

Asset-Backed Securities 0.55 13.06 5.95 6.62 10.48

Event Driven -0.26 12.30 10.32 7.15 6.31

Equity Long/Short -0.95 10.65 8.82 6.25 5.82

Multistrategy -0.38 9.94 6.44 3.95 4.60

Global Macro 7.07 8.79 8.87 4.89 3.97

Asset-Backed Loans 4.43 8.38 7.30 6.52 6.55

Equity Market Neutral 0.87 8.05 1.98 1.42 2.77

Merger Arbitrage 0.39 7.69 7.75 5.67 5.10

Convertible Arbitrage -1.26 7.12 10.28 6.57 5.60

Volatility Trading -3.23 7.01 7.33 2.88 2.48

Commodity Trading Advisers 5.30 5.03 5.21 2.57 1.43

Emerging Markets -7.09 4.07 10.64 7.45 5.45

Mortgage-Backed Securities -4.81 3.37 3.36 3.96 5.66

Credit Long/Short -10.75 1.38 4.78 3.41 4.06

Fixed Income Arbitrage -1.73 0.97 4.53 3.59 4.94

Credit Long-Only -17.34 0.49 4.11 2.84 4.18

Fixed Income Diversified -15.53 0.26 3.78 2.69 3.55

Top 50 Averages 2.46 16.74 17.37 15.46 NA

Backstop BarclayHedge HF Index -2.96 10.22 10.64 7.23 6.41

S&P 500 Total Return Index -4.58 28.72 26.08 18.48 16.56

JPMorgan Global Gov't Bond Index -4.70 -2.54 2.95 2.23 2.73

Source: Backstop BarclayHedge

HISTORICAL HEDGE FUND STRATEGY PERFORMANCE: JAN 2012 - MAR 2022
Ranked by 2021 Returns

Source: Amundi institute forecasts as of 24 March 2022 vs 14 February 2022 forecasts.

D OW N S H I F T I N G 2 02 2 G D P G R OW T H FO R ECASTS

“The Russian invasion of Ukraine is 
one of these huge ruptures in polit-
ical and security affairs with global 
implications.”

- Fiona Hill
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