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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-
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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.

by Eric Uhlifelder
June 2022

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 op

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

- Niall Ferguson

Two years ago, the pan-
demic was animmediate
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 returnsr
these select m
preserved capitalfar better

than the market when
stocks declined sharply.
And for the rest of 2020,
they kept pace with the
subsequent rally, delivering
returnsin line with the S&P

500 but with much lessrisk.

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-

cantly. everth
to
ﬁ ast five

est rates W|I“gn|f|—

unds

arsthrough 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.”

“And itbeg

g aI cross 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

C\©

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

RAlbto Crédits: Mstyslav Chernov and Felipe Dana/AP Photos

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

But this conflictis 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
Putinis part of the second
systemic shock to hit global
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markets in three years. years across economies
and markets worldwide,
exaggerating dispersion,
creating a whole host of
likely and unpredictable

risks and opportunities.

“The Russian invasion of
Ukraine,” says Fiona Hill,
the former senior director
for European and Russian
Affairs in President Trump’s
Nati rncr:urity Coun-
6 these huge
upturesin political and

security affairs with global

implications.” And they
will likely reverberate for

Danish economist Lars
Christensen sums up the
larger picture. “We're
seeing the collision of
events, each a major
issue inits ownright. 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.
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brushed off all kinds of

DOWNSHIFTING 2022 GDP GROWTH FORECASTS

huge events, with faith in

US growth marginally revised down and
. 4 4 settoremain above DM level in 2022
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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

m2022 PREWAR m2022 NEW

China EM

largest economy, Chinese
shares are down 24%in
local currency terms.

World

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

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 agr;

effects through ‘!Itlp

“It's triggering g
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-

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 redefi

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.

the economi

“In preventing the export t|on

of millions of tons,of gr I have bee

says Beasle e
. conﬂgur

claring war o a 00

security, “
hurt

sending the Q
ger- ce his dire warning five
weeks into the war, econ-

h decad omist Niall Ferguson has
rmore t anadecade, turned a bit more sanguine.
markets perennially

In late May, Niall said,

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

- Fiona Hill

“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  am certain they will
not happen, | shall remain
uneasy.”

One thingis 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 '

forcer
n gram a

Wldesp
rvat on mlght
Iy 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 aninter-
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 startsin
early February with vari-
ous databases, including
BarclayHedge and Preqin,
casting a wide net across
thousands of funds. They
screen for only broad
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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
atleast $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-

HISTORICAL HEDGE FUND STRATEGY PERFORMANCE: JAN 2012 - MAR 2022

diBy 2021 Returns

ﬁ' \b““

|stressed Securities
Equity Long-Bias
Collateralized Debt Obligations
Asset-Backed Securities
Event Driven
Equity Long/Short
Multistrategy
Global Macro
Asset-Backed Loans
Equity Market Neutral
Merger Arbitrage
Convertible Arbitrage
Volatility Trading
Commodity Trading Advisers
Emerging Markets
Mortgage-Backed Securities
Credit Long/Short
Fixed Income Arbitrage
Credit Long-Only
Fixed Income Diversified

Top 50 Averages

Backstop BarclayHedge HF Index
S&P 500 Total Return Index
JPMorgan Global Gov't Bond Index

Source: Backstop BarclayHedge

3-Year Net 5-Year Net 10-Year Net
2022 Net 2021 Net Annualized Annualized Annualized
Returns (%) Returns (%) Returns (%) Returns (%) Returns (%)
thru 2021 thru 2021 thru 2021
-0.09 20.30 11.67 7.78 7.06
-4.82 17.08 16.22 10.29 8.79
-1.29 16.25 4.93 7.54 13.99
0.55 13.06 5.95 6.62 10.48
-0.26 12.30 10.32 715 6.31
-0.95 10.65 8.82 6.25 5.82
-0.38 9.94 6.44 3.95 4.60
7.07 8.79 8.87 4.89 3.97
4.43 8.38 7.30 6.52 6.55
0.87 8.05 1.98 1.42 2.77
0.39 7.69 7.75 5.67 5.10
-1.26 712 10.28 6.57 5.60
-3.23 7.01 7.33 2.88 2.48
5.30 5.03 5.21 2.57 1.43
-7.09 4.07 10.64 7.45 5.45
-4.81 3.37 3.36 3.96 5.66
-10.75 1.38 4.78 3.41 4.06
-1.73 0.97 4.53 3.59 4.94
-17.34 0.49 411 2.84 418
-15.53 0.26 3.78 2.69 3.55
2.46 16.74 17.37 15.46 NA
-2.96 10.22 10.64 7.23 6.41
-4.58 28.72 26.08 18.48 16.56
-4.70 -2.54 2.95 2.23 2.73
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NIGHT OWL

A Long-Only
Way Ahead

The 5th top-performing fund over the past 5 years through

2021 was Night Owl Composite, which generated net an-
| nualized returns of more than 27%. That topped the gains
of the S&P 500 over the same period by nearly 9 percent-
age points a year.
The strategy has done more than ride the coattails
of a long bull market since its launch in 1994; it
outperformed every year the market lost money by
uniquely managing risk without use of shorts and

hedges.
When the S&P 500 was stung by the Tech Wreck

during the first three years of the new millennium
when it lost nearly -38%, Night Owl collectively
gained 19.5%. When the Financial Crisis struck
in 2008 causing stocks to crater, the strategy lost
only one-third of what the market gave up. And
when the market suddenly gave back its 2018 gains
and then some in the fourth quarter to end the year

down more than -4%, Night Owl was up 9.6%.
The $691 million strategy’s ability to preserve and

2022 SURVEY OF THE TOP 50 HEDGE FUNDS

of no more than 25 names, with initial position size no more
than 10% of book. Effectiveness of this high conviction in-
vestment approach is evident not only in performance but also
with an annualized turnover of less than 15% since inception.

Outperformance is also achieved by avoiding sharp hits. Kim
does this by selling when he sees systemic risks building. In
the second half of 2007, he sensed how vulnerable the econ-
omy and market were becoming due to overvalued housing
prices driven by popular sentiment that they could only go
higher. So Kim started selling. By the end of the year, 80% of

his book was cash.

During the summer of 2021, the team was worried about the
government’s dispersal of trillions of dollars in Covid relief

L &

CIO AND PM John
W e

enhance value is also seen by looking at quarterly

performance. During positive market moves, Night Owl
reports capturing nearly 90% of its gains. And when the
S&P 500 falls, the strategy loses half of what the market

gives up.

Night Owl’s 0.82 correlation with the market e

five years through 2021 masks the fund’s more consistent
performance. Its worst drawdown (-13.5%) is 6 percent-
age points better than the market’s and its 5-year Sharpe
Ratio of 1.35 tops the market’s by 21 bps.

CIO and PM John Kim has created a fund that reflects his
own multidisciplinary and contrarian thinking that rues
complacency, pushing his team to constantly refine the way
it thinks. He believes following algorithms and strict rules
“end up acting as blinders.” Instead, Night Owl relies on a
discretionary, bottom-up approach that focuses on growth.
And it forgoes shorting for one simple reason: “We only
focus on a few things we can do well,” explains Kim. And
he doesn't use leverage.

The fund outperforms by first focusing on a narrow uni-
verse of 100 compelling stocks. Its portfolio is a short list

when there hadn a cor i . ion a :

as was evident during the Great a@ im thought this

spendi swcrca inflation that would be more
nt over, soaring equity valuations, re-
d-hi ouschold balance sheets as a percent of GDP, and

spiraling wage inflation were signs of deeper problems.

So Kim again started selling, ending May 2022 with nearly
499% of his book in cash.

This domestically focused fund has several foreign invest-
ments. Its tracking a company with operations in Ukraine
that’s providing insight into the effects of the Russian inva-
sion. “While the war is having knock-on effects that are fur-
ther pushing up energy and commodity prices and worsening
supply chain issues,” explains Kim, “it’s not significantly af-
fecting most of our investment decisions.”

Looking ahead, the manager believes, “Fed policy, secking to
reduce demand, will bring down earnings and multiples that
were way too high.” When he sees better risk-return rewards
and less lofty carnings expectations, he will start redeploying
cash into both previously held positions and new opportunities.

er to confirm their numbers.
While each fund feeds data
directly into each database,
mistakes can still happen.
Data may be from a found-
ers’ class with low fees,
numbers may have beenre-
vised since submission, and
classification of the fund
may be wrong. UCITS and
‘40 Act funds canslipin.

There are always a handful
of managers who refuse to
verify their numbers. This
does not mean their data is
unreliable. But it reinforces
the need for prospective
investors to do their own
due diligence. The hums=
bers provided hereare only
astartingpoint.

The survey’s mostidistin:=
guishingdfilters are perfor-
mancehurdles set for each
of the last four years. While
they are not substantial,
they ensure minimum ab-
solute returns. This en-
hances the survey’s value
as a source of consistently
performing managers re-
gardless of what the market
is doing.

The hurdle was initiated in
the 2019 survey | prepared
for The Wall Street Journal,
which tracked performance
over atrailing five-year peri-
od through 2018.' Because
2018 was thefirst yearina
decade when the market
had lost money, requiring
minimum net returns of 5%

for that year was an objec-
tive way to see which funds
delivered some form of
alpha — and to paraphrase
Warren Buffett, to reveal
those managers who had
shorts on when the tide
went out.

That specific hurdle was
again maintained in this
year's survey for 2018 and
2019. For 2020 and 2021,
it was lowered to 4.5%,
reflecting the decline in
risk-free interest rates. The
reasoning: requiring funds
to generate only several
hundred basis points of
returns above the risk-free
interest rate seemsmodest
forany.fund collecting man-
agement and'performance
fees. At the same time, it
addresses the reality that
not all strategies benefit
from aroaring stock mar-
ket.

The 2021 hurdle had a
substantial impact on this
year's survey asit eliminat-
ed anumber of venerable,
highly ranked funds that
had perennially made the
list. Theyinclude hedged
equity shops Cadian, Tiger
Global, and tiger cub Wood-
son, and macro investors
Element Capital and Alph-
adyne.

Requiring funds to straddle
hurdles over the last four
years while generating

the best trailing five-year
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returns helps this survey
highlight managers that are
running among the most
consistent absolute return
funds that also contain
downside risk. Further,
hurdles eliminate very
profitable but highly volatile
funds that may bouncein
and out of the red.

Minimum performance
standards alsoimpose a
certain discipline on funds
to make the list, e.g., taking

top-performing fund over
the past two surveys, Sosin
Partners, didn't make the
cut this year.

SURVEY RESULTS

BarclayHedge reported
that over the past 5 years
through 2021, the average
hedge fund produced net
annualized gains of 7.2%
with a Sharpe Ratio of 0.86
and market correlation of
0.90.

10Y TREASURY YIELDS & EQUITIES

DECOUPLING?
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®m S&P 500 Index (left) ®™10Y US Treasury Yield (right)
Source: BarclayHedge. St. Louis Fed through 6/3/22

some profits off the table
and successfully reallo-
cating them, rather than
betting dramatic stock
gains begets more gains.
The latter fuels complacen-
cy and enhancesrisk. This

was one reason why the

The Top 50 funds collec-
tively returned annualized
gains (15.5%) that were
more than twice the indus-
try’'s average over the past
5 years, having trailed a
raging bull market by just
3 percentage points. In

'Eric Uhlfelder, “In Tough Times for Hedge Funds, These Are the Ones That Stand Out,” The Wall Street Journal, 5 May 2019.
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Annualized
Standard
Deviation

since
Inception
thru 2021

5-Year Fund
Correlation
versus S&P
500 TR
thru 2021

5-Year
Annualized
Standard
Deviation
thru 2021

Worst Draw
Down (%)
since
Inception
thru 2021

3-Year 5-Year Annualized

Annualized Annualized Net Returns
Net Returns Net Returns (%) since
(%) (%) Inception
thru 2021 thru 2021 thru 2021

5-Year
Sharpe
Ratio
thru 2021

Sharpe
Ratio since
Inception
thru 2021

Worst Draw
Down (%)
Last 5 Yrs
thru 2021

2020 Net

Returns

(Hurdle:
4.5%)

2021 Net
Returns
(Hurdle:

4.5%)

2018 Net
Returns
(Hurdle:

5%)

2019 Net
Returns
(Hurdle:

5%)

HISTORICAL RANKINGS
2018 2019 2020 2021

2022
1Q Net
Returns

Fund Firm
Assets Assets
($ Million) ($ Million)

Launch

Fund Name Date

Strategy

Skye Global Equity

NA  NA L NA 1 each FL) > JUH18 o chort 5,000 5,000 34.79 5319 68.44 21.87 573 46.51 49.66 4476 -5.70 -5.70 17.61 1715 2.76 2,55 0.61
NA NA 2 2 NorthPeakCapitalPart- — , .. Equity 1,292 1,404 30.99 40.76 24.60 29.20 15.20 31.30 34.50 26.80 18.70 -29.70 20.00 21.50 1.60 1.20 0.56
ners--Class E1 (New York) Long/Short
21 19 7 3 '(";;’f;g:‘sﬂ”c°m"°s't° Nov-99 Global Macro 1,234 1,234 8.09 31.29 2711 69.52 148.44 41.43 32.07 20.06 3214 -3214 31.24 20.08 0.99 0.92 023
NA NA NA 4 AtikaCapitalPartners Feb-qa auity 892 892 25.22 26.78 66.24 9.32 14.09 32.08 31.00 21.45 NA 29.23 16.83 16.39 1.72 119 NA
(New York) Long/Short
Night Owl Composite Equity
NA NA NA 5 : Apr-94 691 721 9.57 43.95 44.55 12.42 791 32.74 27.20 14.05 13.48 -21.69 19.26 14.28 1.35 0.82 0.82
(Greenwich, CT) Long Only
NA& 27 ' & CouionPevinersComming o, SmallCap 480 509 510 17.25 21.93 34.61 -5.04 24.38 21.48 11.96 -33.77 -33.77 22.48 20.81 0.94 0.61 0.62
gled (Los Angeles) Activist
G2 Investment Partners LT S
NA NA 15 7 . Oct-09 Cap Equity 374 702 5.62 14.26 47.01 21.90 15.20 26.98 2114 13.71 -9.30 11.96 12.68 10.69 1.56 1.22 0.49
Series B (New York)
Long/Short
16 6 4 8 MillstreetCredit (Boston)  Jun-10 E::mglztsmrt 814 1,124 15.79 15.86 21.38 20.42 214 1919 12.40 -4.39 33.26 5.74 8.50 3.42 1.40 0.40
NA NA NA 9 VossValuelLP (Houston)* Oct-11 Eg::yShort 312 348 14.46 2117 23.70 3913 -5.48 27.76 19.84 -21.21 21.21 16.72 1513 1.02 118 0.64
27 49 26 10 Ansonlinvestments Jul-o7  Eauity 876 1,387 19.28 10.10 44.52 4550 11 32:29 15.81 18.68 18.68 13.71 10.82 1.39 1.37 015
Master (Toronto) Long/Short
BaiEiaviinsiag Jan-97 5.3 10.64 114 10:22 12.96 7.60 7.23 8.07 11.90 -24.09 718 7.08 0.86 0.87 0.90
Hedge Fund Index
S&P 500
Jan-80 4,38 31.51 18.40 28.72 -4.59 18.94 18.48 1210 19.60 -50.95 15.26 15.04 114 0.54 1.00

Total Return Index

TRanked by trailing 5-year net annualized returns through 2021. 2018 ranking of 6@8flUndsgaspublished in e Wall Street Journal: Eric Uhlfelder, "In
Tough Times for Hedge Funds, These are the Ones that Stand Out,” 5 May 26d9. 2019°strvey.afthe*op 50 funds was commissioned by SALT.

having nearly kept pace
with the S&P 500, the Top
50 did so with significantly
less risk and low market
correlation.

the Top 50's 5-Year Sharpe
Ratio of 1.75 was more than
60 basis points higher than
the market’s.

A key reason allocators

delivering returns largely
based on their own wits.

Several more compelling
findings: The average age
of the Top 50is 13.5 years

achieved with significantly
less risk than the market.
And two-thirds of the funds
on this year’s list had also
made the 2021 survey,
further highlighting the

> Skye Global fund assets included $400M in SMAs that are run pari passu. * Voss’ comingled assets were $207.4M and it manages 1 SMA run pari
passu valued at $104.8M. NA = Performance data was not available or fund did not qualify for inclusion.

Due to the war and sanctions, Sweden’s Volvo Trucks expects to suffer loss-
es of more than $400 million, US bank J.P. Morgan estimates it will likely
take a $1 billion hit, and Britain’s Shell Oil expects to lose $5 billion.

Between 2017 and 2021, are willing to pay hedge — nearly triple the life . . Fi ial Ti
the standard deviation of fund fees is the promise of ~ expectancy of the average ~ consistency of managersin SIRSRSIS! LSS
the Top 50 was under 11, receiving attractivereturns  fund, and they’ve been the Top 50.

while the S&P 500’s was
over 15. The 5Q0’s average
worst drawdown during the
same time was -10.7%. The
market’s was nearly double
that figure. No surprise

that are largely uncorrelat-
ed to the market. Over the
past five years, the Top 50’s
market correlation was

just 0.32, which generally
affirms these managers are

generating nearly the same
annualized net returns
since inception as they have
over the past five years:
13.6%. Just as important,
this rate of return was again

Leaders

With the exception of global
macro manager Haidar
Jupiter and Millstreet Credit
(both of which retained

that made the top 10 by
avoiding large name-brand
firms are small-cap activist
manager Legion Partners
(No. 8) and G2 Investment
Partners (No. 7), which also

focuses on smaller firms,
sometimes before they
come to market. Both funds
generated 5-year annual-
ized returns above 21%.

returns of more than 20%
ayear over that period,
topping the market’s annu-
alized gains of 18.5%.

their high rankings from
last year), this year’s top 10
funds based on the highest
5-year annualized trailing
returns were equity strat-
egies. They all delivered

Two hedged equity funds
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Annualized
Standard
Deviation

since
Inception
thru 2021

5-Year Fund
Correlation
versus S&P
500TR
thru 2021

5-Year
Annualized
Standard
Deviation
thru 2021

Worst Draw
Down (%)
since
Inception
thru 2021

3-Year 5-Year Annualized

2022 Annualized Annualized Net Returns
1Q Net Net Returns NetReturns (%) since
Returns (%) (%) Inception
thru 2021 thru 2021 thru 2021

HISTORICAL RANKINGS 5-Year
Sharpe
Ratio

thru 2021

Worst Draw
Down (%)
Last 5 Yrs
thru 2021

2018 Net

Returns

(Hurdle:
5%)

2019 Net

Returns

(Hurdle:
5%)

2020 Net
Returns
(Hurdle:

4.5%)

2021 Net

Returns

(Hurdle:
4.5%)

Sharpe
Ratio since
Inception
thru 2021

Fund Firm
Assets Assets
($ Million) ($ Million)

Launch

Fund Name Date

2018 2019 2020 2021

Strategy

Opportunistic

3 4 12 11 MAK One (New York) Mar-04 Distressed & 806 870 51.40 5.00 13.20 2112 an 12.90 19.25 14.94 15.37 18.43 18.33 19.08 0.88 0.96 0.20

Equity
NA 23 13 12 %‘:r’i‘;:gz.ffp'ta”") Oct-01 fﬂﬁ:fsmn 1,321 1,321 6.32 20.81 2312 15.45 15.99 2265 18.42 1015 -22.39 2294 16.94 12.38 1.02 0.72 0.76

]
5 12 19 13 fém:;ge'ﬂngm Nov-90 Multistrategy 33,200 43,700 9.03 19.32 24.51 26.58 4.85 23.43 1817 NA NA NA NA NA NA NA NA
NA NA 16 14 ?&?gg;‘;ﬁ;ﬂ:‘;’s”’ 0Oct-93 Eg:g"mas 572 15,200 5.00 27.86 18.47 22.36 10.74 22.84 18.06 15.71 15.49 -52.00 1377 15.68 1.23 0.86 0.88
: k

. Emerging
M1 15 22 15 ::';:)“:E:l‘?[fﬁ::i"ﬂgf Jan-14  Market-Equity 613 1,200 6.60 19.70 14.07 32.80 4.03 22.01 17.57 16.60 14.25 14.25 10.28 9.50 1.61 2.20 0.60

’ Long-Bias
NA NA 28 16 '(:;i:%';::rse';a L Dec-12 ;’:ﬁ:ﬂ;g TSI 2 3,368 10.38 6.47 1911 27.20 7.58 17.27 17.31 15.68 -9.89 -9.89 9.06 10.93 1.70 1.33 0.46
NA NA NA 17 g::t’:l"'a‘;“pha Strategy  yav1e X?E:'r'a'ge 451 556 10.68 18.31 17.28 15.62 2,69 17.06 17.43 -27.96 27.96 25.98 24.59 0.62 067 014

. African Macro/
NA NA NA 18 '(EL"::d‘gfr:;“ DebtClassB 116 Fixed-Income 530 902 8.54 25.07 25.24 9.42 -3.62 19.67 15.92 110 110 353 3.58 4.42 413 -010
Relative Value
NA NA 23 19 féﬁg:;‘;"ﬂ“' Jan-08 g:ji';;'tat'“ 1,600 43,700 8.88 20.30 20.24 21:55 6.25 20.71 NA NA NA NA NA NA NA NA
NA NA 38 20 E::igﬁg?g‘ff;‘;t::; e Jun-16 fﬂﬁ:fsmn 1,040 4100 11.78 1227 51.01 6.84 12.56 21.89 11.43 -22.86 -22.86 27.36 26.35 0.62 0.25 0.38
ﬁae::’;zy;'uitgli dox Jan-97 5.3 10.64 1114 10.22 -2.96 7.60 7.23 8.07 11.90 -24.09 718 7.08 0.86 0.87 0.90
S&P 500

Jan-80 -4.38 3151 18.40 28.72 -4.59 18.94 18.48 1210 19.60 -50.95 15.26 15.04 114 0.54 1.00

Total Return Index

** Citadel funds AUM are as of 1 January 2022. *** Brook Absglute BefwrMEocus FURd incl0des $905M that is run separately as a UCITS with more NA = Performance data was not available or fund did not qualify for inclusion.

than 90% of the same holdings as the hedge fund but with'different weiJhtings.

“Global economic prospects have been severely set back largely because of

e ) .
Russia’s invasion of Ukraine.

- International Monetary Fund

comment for this survey.
But according to regu-
latory filings, the fund
combines quantitative,
cyclical, qualitative, and
macro analyses, and so

Capital, which maintained
its 2nd-place spot from
last year by generating
annualized gains of more
than 34%.

Skye Global declined to

short shop generated annu-
alized returns of nearly 50%
over the past five years,
widely outpacing the next
top-performing hedged
equity manager North Peak

This year was the first

time Skye Global was old
enough to be considered.
Launchedin July 2016, it
grabbed the top ranking.
Jamie Sterne’s equity long/

far clearly to remarkable
success. Inless than six
years, it has amassed $5
billion and has soft closed.

Major positions that signifi-
cantly rallied, whose re-
turns were further boosted
by leverage, likely account-
ed for much of the fund’s
remarkable gains. Accord-
ing to its presentation, the
fund targets gross leverage
between 50% and 300%,

and net leverage from 0%
to 120%.

Before starting up Skye
Global, Sterne was an
equity analyst at Dan Loeb’s
Third Point, with a focus on
the consumer, industrial,
and healthcare sectors.
And his first gig was an eg-
uity research analyst at Lee
Ainslie’s Maverick Capital.

One common trait this sur-
vey has discerned over the

yearsis that funds gener-
ating extraordinary returns
way above the mean fre-
quently fall hard during
bouts of extreme market
selling. Concentration

and leverage are often key
factors driving sharprises
and falls.

So farin 2022, a number of
elite hedged equity man-
agers (who didn't make the
survey) have been smacked

around, notably BlackRock
Emerging Companies, Mav-
erick, and Tiger Global. In
contrast, the Top 50 gained
nearly 2.5% through the
first quarter.

Skye Global was down

less than -6% for the year

through March. Howev-

er, subsequent reporting

revealed the fund lost -24%

through April, indicating
(continued on p. 14)
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HISTORICAL RANKINGS

2018 2019 2020 2021 Fund Name

Schonfeld Strategic

LA RN Partners (New York)
Boothbay Absolute Return

Sl 28 I Strategies LP (New York)
D.E. Shaw Composite

NA 24 30 23 (New York)

NA 43 20 24 HGCLP (Toronto)
Mudrick Distressed Opp.

8 32 M 25 | bB(New York)
Whitehaven Credit

NA NA NA 26 Opportunities Master
(New York)

NA NA NA 27 GemcorplLtd(London)
Millennium USA

37 NA 36 28 (New York)
John Street Capital

s i S (Vantage) (London)

NA 28 21 30 Intrinsic Edge Capture LP

(Chicago)

BarclayHedge
Hedge Fund Index

S&P 500
Total Return Index

2022 SURVEY OF THE MOST CONSISTENT PERFORMING HEDGE FUNDS

Fund
Assets

Firm

Launch Aasots

Date

Strategy

($ Million) ($ Million)

Jan-16  Multistrategy 7,000 10,900
Jul-14  Multistrategy 1,210 1,810
Mar-01 Multistrategy 19,900 64,000
Jun-13  Event Driven 783 1,000
Jul-09 Event Driven 402 1,370
Municipal
Dec-09 Credit 1,214 1,214
Opportunities
Credit
Sep-14 Long/Short 576 NA
Jan-90 Multistrategy 17,694 50,798
Julig  Systematic 3,411 3,411
Macro
Jan-o7 EQuity 483 1,000
Long-Bias
Jan-97
Jan-80

NA = Performance data was not available or fund did not qualifyifor inglusi a2

DYNAMIC ALPHA STRATEGY

Monetizing Volatility

Compelling funds are not just those deliv-
ering attractive returns over time, but ones
that also widely outpace performance of
their respective strategies, revealing a dis-
tinct edge to their investment approach.

Seattle-based Dynamic Alpha Strategy,
with $451 million in assets, has done just

this in trading volatility as a repeatable
source of absolute returns. Over the past
five years through 2021, this 17th-ranked
fund has generated net annualized returns
of more than 17%, more than doubling
the average hedge fund return, outpacing
the Top 50 average return, and trailing a

2021 Net

Returns

(Hurdle:
4.5%)

2018 Net
Returns
(Hurdle:

5%)

2019 Net
Returns
(Hurdle:

5%)

2020 Net
Returns
(Hurdle:

4.5%)

16.20 14.30 9.90 13.90
6.07 11.80 25.24 11.38
1.21 10.33 19.14 18.35
7.54 9.01 38.02 8.32
16.59 22.30 11.28 7.94
5.35 9.28 2814 7.39
5.00 11.64 15.96 12.95
5.75 9.73 25.28 13.43
13.30 1316 5.64 23.77
7.78 6.67 15.82 13.65
-5.23 10.64 11.14 10.22
Za J 3:51_ - 1;40 28.72

roaring bull market by just 1.3% a year.

According to BarclayHedge, the average
volatility trading fund returned less than
3% a year over the same period. And
through the first quarter of 2022, when
these vol funds were collectively down
more than -3%, Dynamic Alpha was up
2.7%.

Firm CEO and founder Fariba Ronnasi

started in finance 29 years ago managing
client assets with a strong focus on risk

3-Year 5-Year
2022
1Q Net

Returns

Net Returns Net Returns
(%) (%)
thru 2021 thru 2021

Annualized
Annualized Annualized Net Returns
(%) since
Inception
thru 2021

5-Year
Annualized
Standard
Deviation
thru 2021

Worst Draw
Down (%)
since
Inception
thru 2021

Worst Draw
Down (%)
Last 5 Yrs
thru 2021

3.43 12.70 14.30 14.20 NA -16.40 NA
-0.34 15.97 13.93 11.28 -2.41 2.4 4.71
10.74 15.87 13.82 12.37 -2.80 -17.38 3.68
-0.68 17.68 13.00 18.33 -5.45 -5.45 9.08
0.75 13.68 12.80 10.82 -16.28 -31.31 1748
-1.44 14.56 12.51 9.81 -0.48 -1.75 3.85
2.00 NA 12.34, 11.05 NA -13.20 NA
wt A
3.56 15.96 1214 13.78 -3.59 -7.01 3.92
|
]
9.45 13.95 ﬂ‘ ¢ 12.22 -9.34 -19.54 13.87
0.41 11.82 12.07 13.88 -12.24 -15.97 11.46
-2.96 7.60 7.23 8.07 -11.90 -24.09 718
-4.59 18.94 18.48 1210 -19.60 -50.95 15.26

management. She was drawn to this facet
of the business after learning at a young
age how uncertain life can be. Born in
Iran, she and her family fled the country
without any assets just before revolution
struck in 1979. They sought political asy-
lum in the US and ended up in Seattle.

After serving as a managing director in the
private wealth division of Columbia Man-
agement, Ronnasi started Lattice Capital
in 2006 to create alpha-centric alternative
strategies across various asset classes. Dy-

namic Alpha is the firm’s flagship strate-
gy, launched in May 2016. Its goal: to
capture market inefliciencies in the highly
liquid S&P 500 Index options market. It
arbitrages the spread that inherently exists
between implied volatility (price investors
are willing to pay to hedge future volatili-
ty) and realized volatility (the value of the

actual variance over the same period).

Ronnasi explains the basic concept of the
strategy: “We sell insurance to investors

(continued on the following page)
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Annualized
Standard
Deviation

since
Inception
thru 2021

5-Year Fund
Correlation
versus S&P
500 TR
thru 2021

5-Year
Sharpe
Ratio
thru 2021

Sharpe
Ratio since
Inception
thru 2021

10.16 NA NA NA
4.25 2.53 2.33 0.37
NA 3.46 NA o018
20.27 1.31 0.88 0.23
13.42 0.67 0.77 0.12
3.74 2,86 2.77 0.03
8.39 NA NA NA
4.27 2.83 2.64 0.26
14.94 0.80 0.77 0.01
13.20 0.96 0.98 0.4s8
7.08 0.86 0.87 0.90
15.04 114 0.54 1.00

CEO and Founder Fariba Ronnasi
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Annualized
Standard
Deviation

since
Inception

5-Year Fund

Correlation

versus S&P
500 TR
thru 2021

5-Year
Annualized
Standard
Deviation
thru 2021

Worst Draw
Down (%)
since
Inception
thru 2021

3-Year 5-Year Annualized

Annualized Annualized Net Returns
Net Returns Net Returns (%) since
(%) (%) Inception
thru 2021 thru 2021 thru 2021

HISTORICAL RANKINGS 5-Year
Sharpe
Ratio

thru 2021

Sharpe
Ratio since
Inception
thru 2021

Worst Draw
Down (%)
Last5 Yrs
thru 2021

2018 Net
Returns
(Hurdle:

5%)

2019 Net

Returns

(Hurdle:
5%)

2020 Net
Returns
(Hurdle:

4.5%)

2021 Net

Returns

(Hurdle:
4.5%)

2022
1Q Net
Returns

Fund Firm
Assets Assets
($ Million) ($ Million)

Launch

Fund Name Date

2018 2019 2020 2021

Strategy

Owl Creek Credit Opps LP

58 47 35 31 Jul-12  Event Driven 555 2,102 6.54 9.22 10.52
(New York)
CRC Bond Opportunity Credit

NA  NANA 32 e York) Oct16 |10 chort 526 5,700 5.87 13.63 1.37
Schonfeld Fundamental Equity

NA  NA NA 33 e e York) May16 0 e hort 3,900 10,900 8.70 15.50 1410

51 40 32 g4 CitadelGlobalFixed Aug-12 Macro/Fixed 2,600 43,700 6.74 5.49 17.53
Income (Chicago) Income

31 10 31 gas OmniEvent(nowKryger o 15 EiontDriven 891 891 14.64 1113 919
Event) (London)

NA NA 45 ge HudsonBaylnternational —, = oo Muistrategy 8,816 13143 5.94 8.02 16.31
(New York)
Global Sigma (AGSF) Options

NA 20 27 a7 oot Apr13 gty 330 330 15.84 1011 7.25
Wolverine Flagship .

60 44 33 38 Lo Chicago) Sep-01 Multistrategy 3,871 3,871 513 10.88 13.62
Drawbridge Special Credit

NA  NA NA B9 e (NewYork) Y02 o shont 6,300 53,000 6.77 11.00 6.34
L Multistrategy/

NA NA 34 4o ArsteiaPartnersLP(UR) ) o o7 croditRel. 2,048 5,861 6.82 615 21.93
(New York)

Value

BarclayHedge
T L B Jan-97 -5.73 10.64 114
SaE 08 Jan-80 438 3151 18.40

Total Return Index

at a slight premium to what is antici-
pated to be the market’s actual volatility
and target sustainable yields, instead of
seeking maximum gains, which would
drive up risk and lower long-term per-

formance.”

Her team has devised extensive rules
in structuring a net unlevered portfolio
that seeks to defend itself across a wide
range of market environments. At the
same time, the fund’s low collateral re-
quirements help it avoid margin calls.
This has enabled the fund to register
monthly gains more than 80% of the

time, and to target and realize annual-
ized returns between 13% and 18% —
all while being negatively correlated to
the market.

Dynamic Alpha did, however, suffer a
sudden blow in February 2020 right as
Covid hit markets. That’s when its sole
custodian, Jefferies, imposed new limits
on options trading. “We knew about
this coming policy change,” recalls
Ronnasi, “and we were shifting to J.P.
Morgan and Interactive Brokers to ser-
vice our account.” However, as Covid

triggered greater market volatility, Jeffe-

** Citadel funds AUM are as of 1 January 2022. NA = Performance data was not avail@ble'or fufiddieinot qualifygfer inclusion.

ries accelerated the removal of options
exposure from its platform. “Jefferies’
actions made it more difficult for us
to efficiently manage the portfolio and
transfer it between custodians,” Ronna-
si recalls, “preventing us from sidestep-
ping the volatility that hit toward the
end of the month.”

The fund suffered an uncharacteristic
loss of nearly -28% in February. But
the strategy snapped back by more than
50% in March as markets suffered even
steeper declines. “The portfolio is struc-
turally designed to flip from short vola-

17.73 -1.87 12.43 1148
10.40 2,57 1.79 11.32
7.70 1.80 12.30 11.20
12.97 9.81 11.88 11.10
9.26 3.35 9.85 10.88
13.49 0.54 12.56 10.73
764 2.78 8.32 10.50
10.74 2.81 173 10.12
15.43 3.20 10.86 r 51"
8.17 -0.52 11.87 9.46
10.22 -2.96 7.60 7.23
_2‘_8..?2 . -4.59 18.94 18.48

tility in a normal market environment
to long volatility that protects itself in
an extreme environment,” explains Ron-
nasi.

Dynamic Alpha ended that year up
17.28%. But two idiosyncratic months,
which broke way past normal month-
ly swings of several percentage points,
ended up drastically increasing the
fund’s historical standard deviation to
28% and collapsing its Sharpe Ratio to
0.67. It’s a case study of the need to dig
into key performance metrics to accu-

rately understand a fund.

9.07 -15.09 -15.09
10.99 -6.43 -6.43
9.00 -513 -5.72
NA NA NA
1012 -14.68 -14.68
919 -1.03 -6.09
11.92 -3.14 -13.42
8.21 -10.54 -25.97
NA NA NA
1110 -4.28 -29.22
8.07 -11.90 -24.09
1210 -19.60 -50.95

Skye Global was hurt by
hightened volatility trig-
gered by rising interest
rates and geopolitical risks
that are slowing growth and
sending net present valua-
tions south.

Strategies

BarclayHedge tracks per-
formance of 20 different
strategies, ranging from
hedged equity and credit,
to event driven and vari-
ous types of arbitrage to

thru 2021

8.68 7.03
NA 5.65
5.79 6.15
NA NA
1016 8.98
3.87 4.52
2.36 5.47
6.66 6.78
NA NA
510 7.7
7.18 7.08
15.26 15.04

structured credit. “While
this data provides a broad
sense of how individual
strategies have been per-
forming over time,” explains
Ben Crawford, head of
research at BarclayHedge,
“they mask the wide disper-
sion of fund performance
within each strategy.”

While looking at a single
year can also be mislead-
ing, 2021 revealed extraor-
dinary breadth of strategy
performance — nearly 20

1.20 1.20 0.62
NA NA NA
172 NA 0.27
NA NA NA
0.96 1.05 0.37
2.50 1.82 018
4.00 2.06 -0.39
1.32 0.97 0.66
NA NA NA
1.65 1.20 0.39
0.86 0.87 0.90
114 0.54 1.00

percentage points (see
table onp. 4).

This broad look revealed a
startling shift. In2019 and
2020, hedged equity funds,
especially equity long-bias,
were top-performing strat-
egies. And no surprise with
the market soaringin 2021,
equity long-bias turnedin
its best performance over
the past three years with
net gains of more than 17%.

But distressed securi-
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HISTORICAL RANKINGS 2018 Net

2019 Net
Returns Returns
(Hurdle:  (Hurdle:

5%) 5%)

2020 Net
Returns
(Hurdle:

4.5%)

Fund Firm
Assets Assets
($ Million) ($ Million)

2018 2019 2020 2021 Fund Name

Strategy

4.5%)

Arena Special Opportuni- Special Debt

NA  NA 49 a1 Ll e e vork) OS5 oo imites  hO71 2,819 8.00 814 5.75 9.56
Mariner Atlantic .

NA  NA 37 4z o eay (NewYork) NOV-95 Mulistrategy 1,524 5,882 9.82 10.69 10.33 7.58
3 . . Asset-Backed/

NAT 31 T e pnint TEE Briverd Jan-12  Enterprise 1,063 6,212 10.58 8.57 5.68 10.43
Credit F (Toronto)

Loans

28 18 41 a4 WinTreeCapitalMaster  , ., Volatility 1,243 1,243 11.46 5.49 16.85 7.79
(Dallas) Trading
Segantii Asia-Pacific

4 13 48 45 Equity Multistrategy Dec-07 Muitistrategy 6,200 6,200 11.34 5.52 7.87 9.80
(Hong Kong)
Blue Diamond Non-Direc- Statistical

725 43 de o o on Swits) OStT! ADitage 1,500 1,500 17.27 5.09 11.78 16.37

52 NA 50 a7 Episteme(ESQ Sep-0g SYstematic 1112 1,366 13.82 14.47 4.50 7.05
Composite) (London) Macro
ChapelGate Credit Oppor- Credit

NA 39 39 a8 RS apore - DeC05 o rateay 1,211 7,585 518 12.56 8.41 512

NA NA NA 49 udorBVIGlobal Nov-86 GlobalMacro 19,800 38,000 10.28 111 15.53 5.64
(Stamford, CT)

NA NA NA 5o hamiusMergerStrategy ., Merger 320 15,800 11.97 7.89 6.07 1.04
(New York) Arbitrage
Top 50 Averages 13.47 yrs 3,441 9,997 70 15.35 2061 1676
BarclayHedge
R Jan-97 NA NA .528 10.64 114 10.22
Sl Jan-80: NA NA -4.38 31.51 18.40 28.72
Total Return Index
FMarasn R vl B and Jane85 NA NA 1.02 6.05 5.55 -2.54

Index (USD)

* Prior to Jul 2016 when the Ninepoint TEC Private Credit Fund Series F was created, performance and risk data were based on the Trust vehicle that
was launched in Jan 2012 which ran pari passu with the present Fund. Performance data are based in Canadian dollars. > ChapelGate has not con-
firmed the fund's launch date, which may affect all data since inception.

Source: BarclayHedge, Preqin, and proprietary sources.

ties grabbed the top spot
in 2021, turning in gains

of more than 20%. For
the decade ending 2019,
distressed was one of the
weakest-performing strat-
egies, registering low-sin-
gle-digit returns.

«
The pandemic and the war may be redefining the eco-
nomic constellation around which globalization and in-
i 3]
vesting have been configured.

- Global Investment Report

2022 SURVEY OF THE MOST CONSISTENT PERFORMING HEDGE FUNDS

2021 Net
Returns
(Hurdle:

2022
1Q Net
Returns (%) (%)

Annualized
Standard
Deviation

since
Inception
thru 2021

5-Year
Annualized
Standard
Deviation
thru 2021

Worst Draw
Down (%)
since
Inception
thru 2021

3-Year 5-Year Annualized
Annualized Annualized Net Returns
Net Returns Net Returns (%) since
Inception
thru 2021

Worst Draw
Down (%)
Last 5 Yrs

thru 2021

thru 2021 thru 2021

0.42 7.81 9.38 7.54 163 163 3.01 2.82
3.24 9.53 9.32 7.86 -312 -29.00 3.36 437
183 8.21 9.19 10.03 1.89 1.89 2.23 2.35
5.58 9.94 8.69 11.05 -5.63 -6.59 5.86 6.21
016 7.72 8.60 13.69 264 1016 470 8.24
162 10.98 8.09 15.20 NA -9.70 NA 1110
3.22 8.59 7.99 5.45 -6.96 -9.95 8.77 7.97
> :
-3.30 8.65 rSS“ 7.97 -10.75 1279 5.02 4.53
403 10.30 7.67: P NA 329 NA 4.89 NA
‘ y
2.96 8.31 D4 7.76 14.54 1454 9.70 9.04
247 17.37 15.46 13.61 -10.72 -16.67 10.95 10.89
-2.96 7.60 7.23 8.07 11.90 -24.09 718 7.08
-4.59 18.94 18.48 1210 19.60 -50.95 15.26 15.04
-4.70 0.53 2.23 6.53 -3.86 -8.43 315 5.82

GLOBAL INVESTMENT REPORT

5-Year Fund
Correlation
versus S&P
500TR
thru 2021

5-Year
Sharpe
Ratio
thru 2021

Sharpe
Ratio since
Inception
thru 2021

3n 2,67 o018
2.44 1.30 0.40
3.51 3.69 -0.142
1.30 1.68 -0.01
1.54 1.55 0.08
NA 1.37 NA
0.78 0.62 0.25
1.38 1.59 0.66
1.35 NA 0.03
0.66 0.79 0.78
1.75 1.46 0.32
0.86 0.87 0.90
114 0.54 1.00
0.37 0.60 -0.24

~* Ramius assets reflect strategy-level AUM, and related performance data is based on the Ramius Merger comingled fund. Firm assets include Cow-
en Investment Management LLC and related entities (including those that may not meet the definition of "advisory affiliate” for Form ADV). Firm AUM

includes unfunded capital commitments to private equity style investment funds.
NA = Performance data was not available or fund did not qualify for inclusion.

than 20% in 2021. and asset-backed secu-
rities returned more than

13%.

However, mortgage-
backed securities strug-
gled, delivering just 3.4%
in 2021, along with other
debt-related vehicles.

The pandemic and the sub-
sequent collapse ininterest
rates proved a boon for the
strategy as struggling com-
panies were able to benefit
from the flood of liquidity.
The strategy gained more
than 13% in 2020 and more

Also benefiting from cheap
and plentiful money were
several structured credit
strategies. Collateralized
debt obligations was the
third top-performing strat-
egy, having gained 16.3%,

Credit long/short, fixed-in-
come arbitrage, credit
long-only, and fixed-income
diversified rounded out the
bottom of the list last year,
with returns that were bare-
ly in the black.

(story continues on p. 19)
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Danish Economist Lars Christensen on the
War and What’s Ahead for Economies & Markets

What's your 30,000-foot view of
present conditions?

We're seeing the collision of events
each of which on their own would be a
major matter. The pandemic, spiraling
inflation, central banks way behind

the curve, China locking down critical
regions of its economy, and the un-
provoked Russian invasion of Ukraine
have caused devastation and soaring
geopolitical tensions we haven't seen
since Hitler was Chancellor of Germa-
ny.

Did the Russian invasion surprise you
and why did so many analysts get this
wrong?

No. Those who were surprised by

the invasion didn't appreciate the
cumulative picture Putin’s activities
were painting over the past 20 years.
Many characterized these actions as a
nuisance, much like the US misjudged
the threat posed by al Qaeda before
9/11. And they didn't appreciate how

Lars Christensen, courtesy photo.

Putin's circle of advisors has collapsed
since 2008. This means Putinis not
receiving a full presentation of reality
and that's the problem, which makes it
difficult to forecast what he might do
next.

What'’s your perceptionof Putin?

The commonlyaccepted perception
of Putin as an astute five-dimension-
alechess player is wrong. He thinks
instinctively. What distresses me so
much is the whole Putin narrative,
which sounds like racial war with
echoes of Hitler's concept of Leben-
sraum. This makes it impossible to
understand the motives of the man.
And no one has ever stopped himin
the past. He's behaving like a street
thug. He's not clever or artful enough
to build a productive society. He would
rather steal one.

How do you assess the West'’s re-
sponse so far?

I'm extremely positive about the West's

united and robust response to the
Russianinvasion — from well-calibrat-
ed sanctions to refugee resettlement,
especially after nearly two decades in
which Europe struggled with how to
effectively and humanely deal with the
influx of refugees from war-torn Syria
and Northern Africa.

Do you believe the West’s response
will hold through 20227

Yes. Opinions across Europe are
remarkably unified against Russia.
That means politicians can more easily
remain united. | believe the next step
we should consider is a global import
tax on Russian energy exports. A
worldwide 30 percent tax on oil and
coal, and a 10 percent tax on gas and
proceeds could ideally bessent back to
Ukraine.

Do you thinksNATO is seeking an effi-
cientUkrainian victory or to bleed the
Russian military and economy?

Ifone isicynical, it's possible to see the
West's response has been to bleed
Russia, not to seek a quick Ukrainian
victory or an end to the war. A war of
attrition is terrible for Ukraine. NATO
officials are struggling with whether its
actions are designed to save Ukraine
or to defend NATO. It's probably both.

Are you optimistic about the poten-
tial outcome of the war?

Putin's horrendous mistake could
lead to regime change in Russia over
the next six months and possibly new
leadership that may behave less ag-
gressively towardsits neighbors. We
also might see a relatively swift inte-
gration of the Ukrainian economy into
Europe — much faster than had there

been no war. Further, it may make the
communist party in China rethink the
direction President Xi has been push-
ing the country in a more totalitarian
direction.

IMF significantly reduced its 2022
global growth estimates in response
to the war. Thoughts.

| am much less negative than the IMF
on the impact of the war on the global
economy. My fear is war will provide
central banks the perfect excuse for
not moving aggressively on inflation
and missing their inflation targets.

I’'m most concerned about slowing
Chinese growth due to the country’s
zero-Covid policies.

You don’t believe residual pandemic
issues explain much of the world’s
inflation?

Economies have reopened for more
thanayear. Thereareissues of deliv-
ery of goods and services. Butitis de-
mand and not a supply-chain problem.
You have'to stop printing money, you
have to suck up liquidity, and you need
to hike interest rates.

How would you assess the ECB’s
response?

With Europe growing slower than the
US, I'm less concerned about ECB
policy being too loose. With the war
happeninginits own backyard and on
TV.in Europe 24/7,it's very hard sitting
in Frankfurt and not being influenced
by the constant reporting of the war.
The central bank should target interest
rates so nominal demand grows ata
steady, sustainable rate without caus-
ing excessive inflation.

Where and when do you think rates
will peak?

US rates will possibly top out above 4
percent and eurozone above 3 percent
toward the end of 2023 or early 2024.

How do you expect equity markets to
respondin 2022?

When there's inflation and volatility,
investors go to property and equi-

ty markets because they are good
hedges against rising prices. So, right
now, I’'m not too negative about US and
European equity markets. | think the
S&P 500 is about 10-15 percent over-
valued — the market s still expensive
but not massively overvalued. Europe-
an stocks are not very expensive given
the outlook for inflation, which has
essentially discounted valuations.

Isthe EU making necessary financial
transfers to assist countries on the
front line hosting the most refugees?
No, and| don't expect any discre-
tionary funds to be transferred either
because the EU doesn't have the
automatic mechanisms to respond like
that. The silver lining is European un-
employmentis very low and refugees
can be absorbed.

Do you think Covid, war, and now Chi-
na locking down puts globalization at
risk?

Governance will now get far greater
attention than it once did, especially

pertaining to international investments.

The war is actually a strong argument
for globalization. Had the world not
been so integrated, then our ability to
meaningfully respond to such crises
would have been limited. This war
shows how risky it would be to decou-
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ple from global trade because it would
give up leverage in dealing with a crisis.

If the war stopped today, some es-
timate costs of $1 trillion or more to
rebuild Ukraine. How is this going to
be done?

Thisis going to be a massive under-
taking. My first concernis the West
simply pouring money into Ukraine.
The country requires vastly enhanced,
well-functioning democratic institu-
tions to help deliver improvements. I'm
optimistic the Ukrainian government
will move in this direction after the war
and learn from Poland and the Czech
Republic, which undertook massive re-
forms in the 1990s after having gained
their independence. One key: the
country’s businesses need to be more
integrated with the West. If that hap-
pens, don't be surprised if rebuilding
moves at an exceedingly rapid pace.

Who will be the key players rebuilding
Ukraine?

The key partners will be Poland, the
Baltic States, Romania, along with the
Nordic countries and potentially the
U.K. The leading international institu-
tions will be the IMF, the World Bank,
and the European Bank for Recon-
struction and Development.

Do you think EU and NATO member-
ship for Ukraine will follow?

No. | don't think there will be any kind of
military alliance that will soon envelop
Ukraine. EU membership...maybe in
15-20 years. When Ukraine is again
free and independent and NATO mem-
bership is no longer needed, NATO
membership will follow.

Lars Christensen specializes in international economies, emerging markets and monetary policy. He was an economic policy analyst
at the Danish Ministry of Economic Affairs, then head of emerging markets research at Danske Bank. He is now the owner of the eco-
nomic consultancy Markets and Money Advisory, advising large Scandinavian pension funds and European blue-chip companies.
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The Top 50 funds highlight
performance dispersion
within individual strate-
gies. Like last year’s sur-
vey, hedged equity was
the leading strategy with
15 such funds comprising
the Top 50. They collec-
tively returned 22.5% per
year over the past 5 years
through 2021, more than tri-
pling the strategy’s return.

The leading hedged equity
performers were the afore-
mentioned Skye Global
and North Peak Capital.
Both were relatively recent
launches, July 2016 and
August 2015, respectively.

And both profited very well
through concentrated in-
vestments in key holdings.

Driving the performance of
the $1.3 billion North Peak
fund, explains co-manager
Jeremy Kahan, is “applica-
tion of private-equity style
due diligence in construct-
ing a concentrated portfolio
of 10-12 dynamic business-
es trading at attractive
prices.” The fund typically
targets companies worth
between $1billion and $10
billion that are generating
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Multistrategy had the sec-
ond most funds in the Top
50. Their five-year annual-
ized return was more than
12%, tripling the strategy's
average gain.

Running $33.2 billion,
Citadel Wellington (No. 13)
was the largest of the top
performers of the group,

producing annual returns of

18% since the beginning of
2017. And the fundis one

of 15in the 2021 survey that

also has made the cutin

the previous three surveys,

strong free cash flow and
high returns oninvested

capital.

which all shared the current
ranking methodology.

performance was the $7
billion Schonfeld Strategic
Partners (No. 21) with annu-
alized gains of 14.3%. And
the $1.2 billion Boothbay
Absolute Return Strate-
gies (No. 22) generated

the third-best returns with
annualized gains of 13.9%.

Credit long/short funds
produced annual returns
of less than 3.5% over the
past 5 years. However, this
strategy had the third larg-
est number of fundsin the
survey: five. Collectively,
they more than tripled the
strategy returns with gains
of 12.4% since 2017. And in
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contrast with the scale of
multistrategy funds (among
the largest in the survey),
the three top-performing
credit long/short funds
were each running less
than $900 million.

(48

With real interest rates turning positive, corporate
profits will also decline, and this eventually leads to cost
cutting and layoffs that will eventually slow the economy

and lead to recession.”
The top-performer is
Millstreet Credit (No. 8).
The $814 million fund has
made the survey each of
the last four years, posting
five-year annualized returns
of 20.7%. London-based
Gemcorp | (No. 27), manag-
ing $576 million, produced

- Ken Griffin

32), running $526 million,
delivered profits of 11.3%.

across the country, from
local project and general
obligations to authority
and state-level paper.
Enko Africa Debt (No. 18)
invests in a wide range of

important source of returns
for both fundsis targeting
temporary mispricing be-
tween comparable bonds
which managers expect will
correct.

Two unusual fixed-income
relative value funds made
the survey for the first time.

12.3% gains. And New
York-based CRC Bond
Opportunity Trading (No:

Whitehaven Credit Oppor-
tunities (No. 26) invests in
varigus municipal credits

the continent’s sovereign
debt, ex-South Africa. An

Over the past five years
through 2021, Whitehaven

Turning in the second-best

WAHA MENA

Abu Dhabi-based Waha MENA is one
of the largest hedge funds in the Middle
East/North African region and one of the
most consistently performing — the rea-

son why the fund is again being profiled.
While the Middle East benefits greatly

from being the source of much of the
world’s oil, manager Mohamed El Jamal
has profited from the region’s expanding
investment opportunities beyond ener-
gy- Nearly two-thirds of Waha's book are
comprised of financials and materials;
one-quarter is invested in consumer dis-

cretionary and real estate.

The value of this diversified approach was
evident soon after the fund was launched
in January 2014. Oil started a protract-
ed slide from above $100 a barrel to $28
by the start of 2016. During this time,
the fund was up more than 37%.

El Jamal has sustained this performance.

His five-year trailing annualized return
in US dollars through 2021 was more
than 17.5%, just 1 percentage point be-
hind the S&P 500. But the manager de-
livered these gains with far less risk with
an annual standard deyiation of110.3%
— one-third less than the market’s. This
produced a Sharpe Ratio of 1.61 — sig-
nificantly higher than the market’s. The
fund’s worst drawdown of -14.25% was
5 percentage points less than the S&P
500’s.

One key driver of Waha’s outperformance
is finding little known but well-managed
companies with sound business models,
healthy balance sheets, and a proven abil-
ity to effectively allocate capital. These
firms also benefit from being domiciled
in countries with substantial sovereign
wealth and government spending, and

whose currencies are generally pegged to

the US dollar.

Mifeh"MoresThan Oil

‘The fundaveids mo- —
mentum plays and
limits purchases to
undervalued shares
at prices that are less
likely to materially
sell off.
fies its book across

50 to 60
with

It diversi-

stocks,
weightings
typically  between
2% and 4% of NAV.
A select number of
high-conviction investments can top out
at 10% to 12%. El Jamal argues this ap-
proach to portfolio selection and weight-
ing can also help mitigate losses.

Not so long ago, MENA’s share in emerg-

ing market indices wasn't large enough

Portfolio Manager Mohamed El Jamal

to register. Now it
represents 8% of EM
due to rising pub-
lic offerings, foreign
ownership, and mar-
ket values. Deletion of
Russian equities from
indices also helped.
Growing liquidity and
liberalization of mar-
kets are enhancing
the ability to short as
well. All this has been
creating a virtuous cycle, outlined below,
that’s supporting the fund’s performance.

* Expanding limits on foreign owner-
ship is bolstering liquidity and promot-
ing further research into such firms;

* Equity index flows are increasing due
to rising valuations of underlying com-

panies;

* Rising investments into core commod-
ities, boosted by sanctions on Russian
energy, are further driving rotation into

the region and stock valuations; and

* Greater awareness of the region’s di-
verse range of investment opportunities
is promoting more research in non-core

industries.

Emerging market assets are typically at
greater risk when US interest rates rise.
But El Jamal believes the prevalence of
dollar-based economies and businesses in
the region has so far helped shield assets
against monetary tightening. Also help-
ing: Inflation and the war are increas-
ing dollar-priced commodities. This, in
turn, encourages investors to seek shelter

in the region against escalating interest

rates, further supporting prices.

A key sign of the times: Saudi Aramco
has recently displaced Apple as the larg-
est company in the world with a valua-
tion of more than $2 trillion. And the
state-owned oil giant is now considering
a huge public offering of its trading arm,
according to the Financial Times. This
would follow the firm’s IPO two years
ago.

‘While asset prices are rising in the region,
El Jamal knows quantitative tightening
and rising rates will eventually lower
financial asset prices, pushing up risk
premia and volatility. And commodity
prices and global growth will cycle lower.

So far, Waha MENA has held up well
during 2022°s rough start, having
climbed 17% in the first four months
of the year, outpacing the S&P 500 by
about 30%.
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Why Good Funds Didn’t Make the List

The most common reason a hedge fund doesn’t make this survey is due to incon-
sistent or lackluster returns. But some very good funds have been excluded be-
cause they didn’t meet all the thresholds for inclusion. Here are several examples |
had to pass on.

Los Angeles may not be the most likely place to find a compelling hedge fund. But
that’s where David Brown’s $2.1 billion Hawk Ridge Master fund is based. Since
its launch in 2007, this small- to mid-cap-focused equity fund has consistently
delivered absolute returns, suffering only one down year in 2008. A unique part of
the fund’s strategy is maintaining a steady 50% net long book, complemented with
opportunistic shorts. The value-oriented, fundamentally driven manager typical-
ly avoids financials, energy, commodities, and biotech to sidestep their volatility.
Hawk Ridge’s five-year net annualized returns through 2021 were 12.25%, virtually
the same rate of return it has delivered since inception. But it didn’t straddle the
5% hurdle in 2018, being up 3.9% and outpacing its smaller-cap benchmark by
14%.

Concentrated funds are very appealing because they reflect a manager’s best
ideas. Further, a few high-conviction investments are much easier for a manager
to carefully track. New York-based DG Capital Management, with $542 million

in assets, runs a concentrated version of its Value Partners fund (Class C) that’s
focused typically on 10 small-cap event-driven distressed opportunities. They are

made up of post-reorganization equity, distressed debt, and other specialsitua-
tions. The strategy has delivered 20.81% annualized gains over the past fi ﬂ

through 2021 and more than 23% since it was launched nearly a deca

an SMA. The strategy never had a down year, and its worst drawdown occutred
when it temporarily lost a quarter of its value as the pandemic anOQ ;
only to end the year up 22.81%. But it didn’t make t ieca e th lass had
only $115 million under management.

Australia’s L1 Capital, with $5 billion in assets, also makes the case for looking
beyond traditional locations for fund managers. Its small- to mid-cap Global
Opportunities fund, launched in June 2015, has been a remarkable performer. L1’s
Miami-based manager, David Feldman, takes an equity-oriented multistrategy ap-
proach to investing in the US, Europe, and Asia. The fund was up over 12% in 2018
when markets and hedge funds lost money. It has never had a down year and

may have had the best performance of any fund during the core pandemic years
of 2020 and 2021 when it cumulatively gained 182%. And during the rough first
quarter of 2022, it was up nearly 2%. Potential investors need to understand how
this idiosyncratic manager generates consistent gains. The fund’s net annualized
returns over the past five years through 2021 were 37.5%. But with assets of $270
million, the fund was $30 million short of the required minimum.

has generated 12.5% net
annualized returns; Enko
has done even better,
producing yearly returns of
more than 16.7%. And both
funds’ returns were uncor-
related with the S&P 500.

It will be intriguing to see
how these funds navigate a
rising interest rate environ-
ment.

Size

Over the years this survey
has frequently found small-
er managers makingup a
large portion of the Top 50.
Last year’s survey included
29 funds that were manag-
ing less than $1 billion. This

year, that number declined
to 23.

That said, 8 of the top.11
funds were'managing under
$900'million.

While.many major alloca-
tors may stick with large
funds for their well-es-
tablished research and
management teams and to
avoid headlinerisk, Jéréme
Berset, head of alterna-
tives at the $181 billion
Zurich-based EFG Inter-
national, also sees merit
looking into smaller funds.

“Such managers with prov-
en track records of more
than five years,” explains
Berset, “can offer certain
advantages over their larg-
er brethren.” They are able
to access a much greater
part of the investment uni-

verse — from mega-cap to
micro-cap — and are less
likely to affect prices as
much as larger funds might.
“And with their holdings
often distinct from major
market positions, perfor-
mance of some smaller
funds tends to have less
market beta,” notes Berset.

While several large funds
dropped off this year’s list,
including Tiger Global and
Element Capital, the 2022
survey stillhosts some
very big shops. They have
helped push up the average
fund size from last year's
$3.1 billion to $3.4 billion:
Nineteen funds manage
bétween $1billion and $5
billion and'another.8funds
have over $5 billionin
assets.

Citadel, which collectively
ran nearly $44 billion as

of the end of last year, has
three funds on the list with
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Wellington (No. 13) and
Tactical (No.19) both top 20
performers. Schonfeld’'s $7
billion Strategic Partners
(No. 21) and $3.9 billion
Fundamental Equity (No.
33) is the only other manag-
er with multiple listings.

D.E. Shaw’s nearly $20 bil-
lion Composite (No. 23) and
the $17.7 billion Millennium
(No. 28) are solid long-term
performers. Same goes for
the $8.8 billion Hudson Bay
(No. 36), $6.3 billion Draw-
bridge Special Opportuni-
ties (No. 39), $19.8 billion
Tudor BVI Global (No. 49),
and $6.2 billion Segantii
(No.45).

Severnalreasons explain
the increasing size of funds
making the survey.

First, six of the largest funds
are multistrategy vehicles
that rely on an expandable
in-house multi-manager
platform, which allows them

SOARING COMMODITY PRICES
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[ think we're in one of those very

difficult periods where simple capital

preservation is the most important

. i 3]
thlng we can strive for.

- Paul Tudor Jones

to consistently absorb new
investor allocations. Sec-
ond, data on certain larger
funds that had not been
accessible became avail-
able this year. Third, some
highly successful manag-
ers passed their five-year
markin 2021, qualifying
them for inclusion in this
year’s survey, including the
top-ranked $5 billion Skye
Global and the $3.9 billion
Schonfeld Fundamental
Equity. And fourth, some
very successful smaller
managers are getting big-
ger due to appreciation and

Wheat price

EUR/Metric ton

Source: Bloomberg, GIAM

greater investor interest.
Second-ranked North Peak
Capital, for example, saw
its fund expand from $823
million at the end of 2020
to $1.3 billion by December
2021.

RISKS AND
OPPORTUNITIES

The sharprise in volatili-
ty and uncertainty — the
common theme thread-
ing through manager and
allocator interviews — has
produced bifurcated re-
sponses.
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USA VALUE

HEDGE FUND
INVESTING IN RUSSIA

Before 2022, many emerging market
fund managers were intrigued by Rus-
sia. From 2010 through 2021, the local
benchmark stock index, MOEX, nearly
tripled in value in local currency terms.
It has given back nearly two-thirds of
that from February through April. And
veteran emerging market investor Mark

Mobius, founder of Mobius Capital

US VALUE STOCKS HAVE HELD UP BETTER THAN GROWTH
STOCKS SO FARIN 2022

Sourc

Partners, believes, “it will be impossible
to invest in Russia for a long time.”

Institutional Investor reported in early
April a “significant number of funds, all
under $2 billon and many quite small
— well under $500 million — had
exposure to Russian equities of between
10 and 20 percent. More than 10

funds had between 20 and 40 percent
exposure, while four fundsshad 40 to
70 percent exposure — ineluding a
number of funds from Firebird Man-
agement, which are exclusively focused
on Russia.”

A longtime colleague and emerging
market hedge fund manager, who has
an extensive track record of generating
consistent returns while effectively
managing risk, provides ground-lev-
el insight about investing in Russia.
Because of the subject and his firm’s
reticence for press, he provides his
thoughts anonymously.

He's been investing in Russia for many
years. In 2021, with commodity prices
rebounding, he saw a number of com-
pelling blue-chip Russian energy and

financials based on attractive corporate

e: MSCI
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Many have turned increas-
ingly cautious, evidenced
by the general reductionin
leverage and net exposure
(see graphon p. 27).

But recalling F. Scott Fitz-
gerald’s quip, “The test of a
first-rate intelligenceis the
ability to hold two opposed
ideas in mind at the same
time and still retain the abil-
ity to function,” some of the
shrewdest managers are
profiting from disruption
triggered by rising interest
rates and commodities

and falling stock and bond

finances, valuations, growth prospects,
and dividends. “These companies’
reliance on global auditors, along with
a maturing and liquid marketplace,”
explained the fundsmanager, “brought
a reasonable degree of comfort to this
kind of Russian exposure.”

In the energy space, he had liked Gaz-
ptom and Lukoil. In financials, he saw
potential in'Sberbank, which, before
the war, was trading at book value,
with a return on equity of 24%, and a
dividend of more than 7%.

However, in the lead-up to invasion,
the manager cut his significant ex-
posure to Russia by two-thirds. His
weighting moved inversely with the
number of Russian troops massing
around Ukraine’s borders. He did this
despite widespread optimism among
his Russian-based financial sources that
war was unlikely. Other asset managers
he spoke with shared a similar optimis-
tic sentiment.

Why was he cautious? “In seeing equity
prices declining and uncertainty rising,
I didn't see any compelling reason

to maintain significant exposure to

indices.

Casein point is the $44 bil-
lion hedge fund group Cita-
del. Its three leading funds,
allin the Top 50, have
turned in strong first quar-
ters while the S&P 500 was
losing -4.6%. Multistrategy
Wellington was up nearly
5%, quantitative equity
Tactical climbed more than
6%, and the macro-orient-
ed Global Fixed Income
delivered nearly 10% — all
while the firm’s founder is
keenly aware of risks that
lie ahead.

Citadel's Ken Griffin thinks
recession is inevitable, trig-
gered by high inflation and
the need to bring interest
rates up sharply. He ex-
plains doing so will cut into
the very high net present
value of growth stocks
whose valuations were
significantly predicated on
cheap money.

“With real interestrates
turning positive,” says
Griffin, “corporate profits
will also decline, and this
eventually leads to cost
cutting and layoffs that will
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eventually slow the econo-
my and lead to recession.”
In this environment, he sees
value shares holding up bet-
ter than growth (see graph
to the left).

If US growth does indeed
stall, David Kelly, chief glob-
al strategist at J.P. Morgan
Asset Management, thinks
arecession will probably
be far milder than those
that were brought on by
the Financial Crisis and the
pandemic. “It would likely
be deep enocugh to mop

up inflation pressures and

curtail job openings,” posits
Kelly, “but not bad enough
to damage the long-term
prospects of the economy
overall or most companies
operating withinit. In time,
growth would resume,
margins would recover and
markets would rebound.”

But Paul Tudor Jones thinks
we're in for more challeng-
ing times, “where simple
capital preservationis the
most important thing we
can strive for.” Jones is
clearly referencing the haz-
ardous simultaneous de-

Russiag I could always reestablish these
positions if I'was wrong.” This decision
echoes the manager'ssteady focus on
risk to limit shocks to his portfolio.

As Russia became financially isolated, it
halted forcign trading of local securi-
ties, and hedges stopped working. Be-
fore sanctions took effect, sufficient
liquidity enabled shorting of large-cap
Russian stocks and ETFs. Russian cred-

it default swaps were viable hedges.

It’s the first time the manager could
recall when hedging in a reasonably
evolved market failed and where
bankruptcy could be triggered because
custodians couldn’t make payments

to creditors. The manager posits that
rating agencies and courts may have

a problem identifying reasons for
pending default: Were they caused by
violation of international law and the
imposition of sanctions or by an inabil-
ity to pay?

Even before such a reckoning is made,
many institutional investors completely
wrote off their losses, including the

likes of Fidelity, T. Rowe Price, and
UBS. This manager did the same. The

question they all face: what'to do with
these assets?

Russian capital markets have re-
opened. But foreign investors can’t
trade them. And if foreign investors
attempt to cxccute a trade with a
non-Russian party, they currently get
nickels or dimes on the dollar.

The manager believes Russian blue-
chip companies are worth more than
what foreign investors can now receive
for them. “It makes sense for the time
being to hold on to these positions,” he
explains. “The question is not one of
valuation but whether Russia will be an
investable market in the future, even if
Putin is no longer in charge.”

The matter has gotten more muddied
for investors who held global depos-
itary receipts of Russian companies
in their respective local markets and
currencies. Russia recently canceled
these GDRs, transforming them into
ruble-denominated shares.

How will this all play out? The man-
ager’s best guess is that two markets
for Russian shares will evolve: one for

higher-priced domestic Russian in-
vestors; the other for foreign investors
whose shares will be worth much less.
Arbitrage that normally keeps the pric-
es of such dual listings in balance when
markets are fungible will likely benefit
only Russian investors.

While it’s hard to see an end to the cur-
rent crisis, the fund manager reminds
us, “Russia has a lot more to offer the
world than hacking, assassination, and
war. It’s home to remarkable creativ-
ity in the arts, music, literature, and
science. It’s an important commodities
market and is developing other sectors,
including technology.

“But in a single, mindless action, the
government has erased decades of mar-
ket improvements. The Russian econ-
omy will not be embraced by the West
for quite some time and only when the
Kremlin turns less belligerent, commit-
ting itself to being part of the world
order rather than secking to break it.”

Mindful of Russian history, it might

take a while for that to occur.



GLOBAL INVESTMENT REPORT

cline in equities and bonds
— something markets have
never seen before (see
graph onp. 6).

Since the 1960s, accord-
ing to the $151billion asset
manager Man Group, “there
have been 44 individual
instances of the S&P 500
Index enduring five or more
consecutive down weeks.
Since 1973, US Treasurys
have had 31 such losing
streaks lasting at least

five weeks. “Yet these
prolonged sell-offs,” Man
observes in a recent note,
“had never coincided —
until the start of May.”

This disconcerting align-
ment is also a big deal to
EFG's Jérome Berset. He
explains, “these trends
are telling us markets are
bracing for slowing growth
while central banks have
little choice but to tighten

monetary policy to break
the current inflation spiral.”

Berset thinks the collision
of these opposing trends
will generate significant
dispersion. “Digging deep-
er into sectors, industries,
andindividual companies
can tell adifferent story —
some worse, others better,”
explains Berset. “Such
differentiation creates idio-
syncratic opportunities that
passive investingwon’t be
able to pickup on.”

Thinking this is more than
markets adjusting to various
stresses, Berset believes
“we’re entering an inflection
point triggered by Covid,
war, and rising interest rates
which collectively will chal-
lenge the efficacy of tradi-
tional ETF passive investing
in long equity and bond
indices.” Berset argues
this is making the case for
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«
We're entering an inflection point

triggered by Covid, war, and rising

interest rates which collectively will

challenge the efhicacy of traditional

ETF passive investing in long equity

and bond indices.’

- Jérome Berset, EFG International

alternatives that can better
navigate the strong trends
that are hitting both stocks
and bonds by “identifying
positions that will benefit
from the shifting macro-
economic landscape both
regionally and globally.”

Toward that end, he's com-
bining systematic CTAs
and discretionary macro
managers alongside mar-
ket neutral, event driven,

Jan 2020 Jul 2020

.

Jan 2021 Jul 2021

B Lbﬂ“mwmm'-wa'ﬁ e

relative value, and dis-
tressed strategies to better
handle the turbulence we're
heading into while deliv-
ering consistent absolute
returns.

Dispersion on a more global
level will also be enhancéd
by divergingimonetary
policies, acecording to Na-
thanaél Benzaken, head of
alternatives at Paris-based
Amundi, which manages €2

Jan 2022

Shaded areas indicate US recessions.
Source: University of Michigan

fred.stlouisfed.org

trillion. He oversees €20
billion in hedge funds.

Though inflation is now
comparably high in both
Europe and the US, Ben-
zaken thinks the impact

of war along with slower
European growth is result-
ing in distinct monetary
responses by the ECB and
the Fed. While he believes
Europe and the US will ex-
perience sustained interest
rate hikes, Benzaken thinks,
“there will be a disconnect
between European Central
Bank and Fed behavior.”
With ECB Deposit Facility
Rates currently at -0.50%,
he doesn't project ever-
night rates to turn pesitive
this'year.

Toshelp.drive uncorrelated
returnsin thisincreasingly
challenging environment,
Benzakenis also relying
on CTAs and discretionary
global macro managers.
And to exploit growing dis-
persion, he's also targeting
special situations, merger
arbitrage, credit, and rela-
tive value managers.

The European Central
Bank’s unclear response
toinflation “is confirmation
the war has further de-
layed European recovery,”
according to Filippo Casa-
grande, head of Insurance
Investment Solutions with
€2.5billion in hedge fund
investments at the €585
billion Generali Asset and

Wealth Management. He
believes after the current
spate of negative news
filters through continental
shares, Europe may be-
come a compelling invest-
ment destination.

But until then, Casagrande
is directing new money into
the US. “While the US isn't
immune from the slew of
negative global forces, the
country does appear to be
best positioned to weather
the current turbulence, es-
pecially since its economy
was already rallying before
the war started, is largely
enérgy independent, and.is
far more removed from the
fighting®

[Note: In early June, well
after these interviews were
conducted, ECB Presi-
dent Christine Lagarde
surprised markets by
suggesting a more aggres-
sive stance. She signaled
near-term rates couldrise
by as much as 75 bps. That
would be 50 bps more than
had been anticipated.]

BlackRock’s CEO sees an-
other systemic factor that
will further drive inflation
and interest rates. Larry
Fink believes the Russian
invasion of Ukraine may be
triggering “an end to the
globalization we have expe-
rienced over the last three
decades.” He fears this will
leave many communities
and people feeling isolated

““nualized
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VOSS CAPITAL

Outside The Box

Travis Cocke says he doesnt have the traditional Wall
Street pedigree that many hedge fund managers share.
But he believes his performance edge is in part derived
from that distinction.
Cocke
highly disciplined in-

vestment process Wlth

combines a

a more nuanced un-
derstanding of human
and market behavior to
help see beyond com-

mon biases.

Since its launch more
than a decade ago in
October: 2011, Voss
has generated net an-

Portfolio Manager -
Travis Cocke

returns of
around 20%. This is
the same rate of return the fund has delivered over the
past five years through 2021, which earned it the 9th spot

in this year’s survey.

The $312 million fund is a valuc-oriented long/short
strategy that targets small- and mid-cap stocks in the US
and Canada, which Cocke believes are misunderstood or
underfollowed. “We look for companies that we think
are on the verge of experiencing accelerating revenue
growth and expanding margins,” the manager explains.
“These improvements can be a harbinger of future mul-
tiple expansion that helps distinguish our measure of a
company’s intrinsic value from the consensus.”

At the same time, the team looks for market fears trig-
gered by temporary negative indicators that are misread.
This can include forced institutional selling, confusion
surrounding a company’s growth strategy or a changing

business model — events that don't suggest permanent
sales or earnings impairment.

Voss also wants to see alignment of management and
sharcholder interests, including executive compensation
directly linked to value creation, the potential for large

- share buybacks, and issuance of special dividends.

The fund then challenges its own convictions through in-
(continued on the following page)
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and looking inward, exac-
erbating “the polarization
and extremist behavior we
are seeing across society
today.”

Generali’s Casagrande also
sees increased movement
toward deglobalization. He
fears this will not only drive
prices higher, but could
eventually lead us towards
the hyperinflation of the
late 1960s and 1970s. If
economies trend in that
direction, Casagrande says
it would fundamentally alter
investment analysis and
selection.

While we're not there yet,
Casagrande continues to
de-risk his exposure. He's
targeting low-to-negative
correlation to both equity
and bond markets through
event driven, credit long/
short, volatility trading, and
market neutral managers.

Cédric Dingens, head of
investment solutions and
alternative investments at
the CHF10 billion Swiss-
based NS Partners, sees
any material move away
from globalization as a ma-
jor risk to the world'’s sec-
ond-largest economy. He
says, "this would be on top
of the negative effects of
China's Zero-Covid policy,
the possibility war-related
sanctions may morph over
to the mainland, and lead-
ership’s decision to delist
companies from foreign

exchanges, which is further
reducing liquidity and in-
creasing uncertainty about
the Chinese experiment.”
Dingens has reduced expo-
sure to the region and says
“we need to regain greater
transparency before we
commit more resources to
the country.”

Danish economist Lars
Christensenis a bit more
sanguine, believing the war
in fact makes the argument
for globalization. “Had the
world not been so integrat-
ed,” says Christensen, “then
our ability to meaningfully
respond to such crises
would have been limited.
This war in fact shows

how risky it would be to
decouple from global trade
because it would give up

HEDGE FUND WEIGHTED GROSSLEVERAGE

Source: Man Institute
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leverage in dealing with a
crisis.”

He also thinks Russia’s
senseless invasion has
highlighted the need for
companies and nations to
focus more rigorously on
governance, especially
pertaining to international
investments. He believes
this greater awareness
should lead to shrewder
geopolitical decision-mak-
ing and alliances, rewarding
more benign governments.

So Far in 2022

As allocators hoped, the
top-performing funds this
year have been trend-fol-
lowing strategies. These
include global macro and
diversified commodity trad-
ing advisors that are latch-

ing onto the strong moves
in interest rates, bond and
stock indices, commodities,
and exchange rates.

BarclayHedge reports
through May, global macro
and CTAs have climbed
8.5% and 8%, respectively.
Several global macro funds
inthe Top 50 have gener-
ated the strongest returns
in the first quarter. John
Street Capital (No. 29) was
up nearly 9.5%. Citadel
Global Fixed Income (No.
34), whose executionrelies
substantially on global mac-
ro calls, rose nearly 10%.

But the standout has been
the unnervingly cosmic
performance of Haidar
Jupiter that has realized
gains of nearly150% over

the first three months of the
year, likely by turbocharging
these strong trends with
substantial leverage. (The
fund refused to comment
for this report.)

Emerging market funds
were hit the worst, off by
-11%. However, the two
such fundsin the Top 50
have so far managed better
through the first quarter.
Asia-focused FengHe was
down -7.6% while Waha
MENA gained more than
4%. Even frontier market
Enko Africa Debt fund limit-
ed losses to -3.6%.

Current Thinking

Vess Capital (No. 9).has
generated 20% annualized
returns sincé its launch
more thanadecadeago.
(See sidebar on p. 26.)
Hedged equity manager
Travis Cocke acknowledg-
es the risks brought about
by high inflation, rising
interest rates, supply chain
problems, and war. But his
take is more benign than
most other PMs.

He actually prefers invest-
ing when the Fed will not
likely intervene to support
markets by cutting interest
rates. This forces stocksto
be increasingly priced more
on their own merits, says
Cocke, “creating a more re-
alistic market environment
with increased volatility
enhancing bottom-up stock
selection.”

The manager sees attrac-
tive opportunities in select
value and growth shares
due to the “market over-
reacting to rising interest
rates, especially given how
low they were to begin
with.” Still seeing high lev-
els of profitability, relatively
low leverage, and solid free
cash flow, he thinks inves-
tor expectations are overly
dour given the generally
healthy state of consumers
and the economy.

Night Owl (No. 5), which has
been around since 1994
having generated annual-
ized returns of more than
14%,is responding tothe
grewingfinancial stress by
raising cash. (See sidebar
onp.5.)

CIO and PM John Kim has
significantly outperformed
the market not by altering
net exposure and leverage
but by reducing dollars
invested when there'’s sys-
temicrisk. This has helped
his equity long-only fund
consistently outperform
markets when they are
down.

He went to 80% cash
during the height of the
Great Recession. And at
the end of May, half of his
book wasin cash.

His current thinking: “Fed
policy, seeking toreduce
demand, will bring down
earnings and multiples that
were way too high.” When
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ternal debates in which a Voss analyst makes a case for an
investment while another tries to poke holes in the argu-
ment.

Through this process, Voss ends up with top 10 positions
that represent about 60% of its long book. Further, the
manager explains the fund sizes positions so even in the
case of a draconian fundamental shock that could send
valuations to historical lows, individual stock losses

should not exceed 2% of the fund’s value. And this limit
has generally held through the life of the fund.

Cocke explains another key to the fund’s consistent per-
formance is scaling into and out of positions — based on
refined price targets — to help lock in attractive average
costs and profits.

Further, years of refining his vetting process have led
Cocke to pursue half-a-dozen activist positions that have
significantly enhanced fund performance.

On the short side, which typically represents 30% of the
book, mest are opportunistic positions. They are mirror
opposites of his long positions: companies that Cocke
labels “cash incinerators” facing significant competition,
are overleveraged, and may have near-term negative cata-
lysts that could drive prices lower, such as overly optimis-
tic growth or profit expectations.

The manager says he backs up his high conviction to his
strategy by having 95% of his investable wealth in the
fund.

He believes the current market selloff has led to very high
dispersion in valuations and has created attractive oppor-
tunities in select value and growth shares. “I think seg-
ments of the market have overreacted to rising interest
rates, especially given how low they were to begin with,”
Cocke says. Still secing high levels of profitability, rel-
atively low leverage, and solid free cash flow, he thinks
investor expectations are overly dour given the generally
healthy state of consumers and the economy.

While acknowledging significant uncertainty surround-
ing the war, especially given the major players involved
and the impact its having on core commodity prices,
Cocke cites a long history of regional conflicts that didn't
ultimately roil markets.

Further reflecting his contrarian nature, Cocke says he
actually prefers the current environment where the Fed
put has been taken off the table and stocks are increasing-
ly being priced on their own merits: “This creates a more
realistic market environment with volatility enhancing
bottom-up stock selection.”
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A High-Yield Alternative

Ramius (No. 50) is among the most consistently per-
Over the past five
years through 2021, its annualized returns of 7.54%

forming merger arbitrage funds.

were nearly 2 full percentage points higher than the
average M&A fund, accord-

ing to BarclayHedge. Since
the fund’s inception in Janu-
ary 2013, it has delivered gains
of 7.8% with volatility under
10, a worst drawdown of less
than 15%, and it has never had
a down year. Further, it’s the
only pure merge arb fund that
qualified for this year’s survey.

This $320 million strategy
has the unique support of a

large asset manager. Cowen,

its parent with assets of $15.8
billion, provides access to ad-
ditional research and institu-
tional support, from operations and technology, to ac-
counting and client relations.

Ramius is an example of a hedge fund not intentionally
Instead, explains PM

Ethan Johnson, its strategy is a compelling alternative

targeting high-octane returns.

for high-yield fixed-income investors with lower dura-
tion.

“As an absolute return strategy that targets spreads of
signed deals,” says Johnson, “we have less market cx-
posure than traditional hedged equity funds.” This is
borne out by Ramius having outperformed the S&P
500 during 87% of the months the index was down.
And during 58% of these down months, the strategy
had made money. This includes September and No-
vember of 2021, and the first quarter of 2022 when the
strategy was up nearly 3% as the market sold off.

Johnson credits the strategy’s steady returns to a disci-
plined research and decision-making process that pur-
sues only a limited number of deals at a time, mostly in
the States and a few in Europe. He explains, “greater
deal exposure doesn't correlate to superior returns; but
M&A involving targets valued at more than $1 billion,

Portfolio Manager Ethan Johnson

where spreads tend to be wider, helps.”

Advanced Micro Devices’ recent purchase of Xilinx for $49
billion, the largest chip deal ever, is an extreme example.
At one point, Johnson said, “gross spread had exceeded
25% due to uncertainty about the
deal closing, insufficient arbitrage
capital to close spreads, and concerns
about China granting regulatory ap-
proval required due to the country’s
supply chain links to both compa-
nies.” Ramius had made the deal a
core position.

Targeting significant exposure to
only a limited number of larger
deals produces a concentrated fund.
“There might be anywhere from 100
to 150 deals happening at a given
time,” says Johnson, “but our top
10 positions typically represent from

50% to 70% of book.” Hethen adds

two times leverage on long positions to enhance gains.

Optimizing position sclection and sizing is also something
that keeps performance steady. “We accomplish this not
just by assessing risk and reward in this dynamic space,”
Johnson explains, “but by also factoring in time.”

The strategy can find opportunities in relatively short pe-
riods when spreads look exceedingly wide. Occasionally, it
will bet a deal may break. But when Johnson has a greater
conviction a deal will close, he may stay in for a longer
time to capture more upside. These decisions are all part
of a discretionary process that has produced an average
duration of 4 months.

With growing investor uncertainty being driven by in-
flation, rising interest rates, and mounting geopolitical
risks, Johnson has a mixed view of the market. Current
volatility can limit deal-making over the short term. But
given the extensive selloff going on, the manager is secing
an increasing number of potential targets. “Companies
that have been tracking firms whose share prices have col-
lapsed,” thinks Johnson, “may soon want to pull the trig-
ger, and targeted companies that are hurting may be more

inclined to merge to revive their fortunes.”

Source: Standard and PogFf®

Kim sees better risk-re-
turn rewards and less'lofty
@arnings expectations, he
will start redeploying cash
into both previously held
positions and new opportu-
nities.

While highly priced growth
shares have sold off the
most during the first half of
2022, the second canary in

the mineshaft is junk bonds.

After years of being sup-
ported by very low inter-
est rates and quantitative
easing that have collective-
ly compressed spreads,
subinvestment-grade bond
risk is now showing.

Millstreet Capital partner
Jeffrey Growney, whose
8th-ranked credit fund
generated annualized

returns of 12.4% since its
launch more than adecade
ago, sees stress building

in this space in which his
fund invests. “Spreads
between 10-year Treasurys
and junk bonds had held
fairly steady around 375
bps, even after the Fed'’s
initial rate hike this year,” he
observed. But with the Fed
turning more hawkish in the
face of unrelenting inflation,
and with recession fears
growing, spreads have
pushed out to 475 bps and
are likely to widen further
as financial conditions of
these highly leveraged
companies deteriorate.

Growney observes de-
fault rates have already
increased from an extreme-

“With the June CPI numbers show-

ing no letup in inflation across the

board, things could become very ugly

as we head toward recession by the

end of the year.”

- Jeffrey Growney, Millstreet Capital

ly low 1.5% to 2%, and he
wouldn’t be surprised if
they eventually surpass
the secular average of 5%.
“With the June CPIl num-
bers showing no letupin
inflation across the board,
Growney expects “things
could become very ugly as
we head toward recession

by the end of the year.”

This is evident in the S&P
US High-Yield Corporate
Bond Index, which has lost
more than 10% in little more
than five months in 2022.
(See graph above.) With
little reason to believe the
fallout will decelerate as
interest rates continue to
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rise, junk bond investors
may be looking at a 20%
loss by the end of 2022.

Millstreet has contained
the carnage so far, actu-
ally up 1.5% for the year
through May, by investing

in only first-lien positions

in firms with hard assets
andreceivables, avoiding
covenant-lite obligations,
buying short duration, and
reducing net exposure from

60% to 50%. The fund also
hedges by shorting weaker
corporate debt in the same
industries in which it has
long exposure.

The Other Side of Risk

Of all the major shocks
impacting economies
and markets, several will

2022 SURVEY OF THE TOP 50 HEDGE FUNDS

Outsourcing by wealthy
nations to cheaper foreign
economies was a win-win
that aligned interests of
various countries, enhanc-

likely remain with us for

As debt matures, the fund
is raising cash, reducing
current risk of capital
depreciation, and eyeing
potentially more attractive
opportunities as this part of

the market cycle plays out. | .
imaginable.

quite some time, altering
what most thought were
immutable standards and
practices. Today, they are
revealing more extreme
risks than once thought

ing the prospect of peace
and expansion of more free
societies, except wheniit
wasn'’t. The concept of
just-in-time delivery better
matched costs with reve-
nues, except when supply
chains broke down. Indus-

trialization has drastically
increased the quality of

living standards, except it
has produced destructive

No one has a crystal ball,
especially this author, to
know which challenges
may produce fundamental

weather patterns. Low change and those that will
equilibrium interest rates eventually correct on their
have enabled major devel- own.

oped economies to thrive,
until they couldn’t. And the
rise of authoritarianism,
which was thought tracta-
ble both abroad and here,
perhapsis not.

But no one should believe
the collision of so much
trauma, much of which

has been building over
years and decades, can be
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resolved in short order or
without pain and significant
course adjustments.

Markets are imperfect ba-
rometers of the economic
environment, but they do
absorb and reflect change.
How investors respond to
such fundamental shifts will
inform future performance.

Many active managers may
not have the experience

nor insight to navigate the
growing turbulence. But

it may be that the few who
challenge conventional
thinking and consider al-
ternative scenarios beyond
the familiar — who are
included in the Top 50 —
may be best equipped to re-
spond to the most challeng-
ing times we've seen since
the Second World War. m

A fascinating aspect of this survey is com-
ing across managers whove developed
strategies that successfully target more ob-
scure corners of the market. In focusing on
Africa’s frontier sovereign debt (ex-South
Africa), London-based Enko has done just
that.

The $530 million US dollar-denominated
fund (No. 18) has generated net annual-
ized returns of nearly 16% with annual
standard deviation of less than 4% since its
inception in 2016.

Co-founder and CIO Alain Nkontchou,
who cut his tecth as a portfolio manager
at J.P. Morgan and BlueCrest Capital and
was also a managing director at |.P. Morgan
and Credit Suisse, sces potential in Africa’s
local and hard currency debt for the same

reasons why many investors avoid them.

ENKO AFRICA DEBT FUND

Unexpected Alpha

“It’s because Af-
ricas $600 bil-
lion debt market
is not very liquid
with limited of-
ferings,” explains
Nkontchou, “that it produces structural
and idiosyncratic inefficiencies that create
investment opportunities.”

Sample sovereign targets in which Enko
invests include those issued b

Egypt, Angola, and Ivory Coast.

RCthCI’lCC around II’IVCStII’lg in frontier

securities is based on

cption
reporting, accou lng,
expiams Nkontchou, by

micro and macro

combining research conducted by major
global banks, supra-nationals, (including
the IMF and World Bank), and its own

proprictary research.

Moreover, Nkontchou adds, “African
debtor nations know their reporting has

been tracked and measured for reliability,
and to continue tapping capital markets,
it's essential for them to show continued
improvement in the flow and caliber of in-
formation released.”

To preserve capital and enhance returns,
the fund studies credit, duration, currency,

and liquidity risk in struc ur
short e ‘(posure |
n 11:5 team O

co
ana ysts to hel
wcll-cs-
iders that help ensure
t and reporting accuracy.

Hard currency African sovereign curo-
bonds and dollar-based bonds trade over
the counter in London. Because these
markets are thinly traded, they tend to
be volatile when local or global events
hit. This means bond prices often fluctu-
ate well beyond their inherent value. The
fund recently observed a sclloft in Kenyan
curobonds, driven by rising global uncer-
tainties. This pushed their current yields

3% above yields of Kenya’s local currency

sovereign bonds.

tract value while contalm

ﬁxed—lnco

Nkontchou found an effective %z‘ly to

cal cu
same lssuer
lar-b
r lmllar yields but with
roﬁlcs The fund further
managcs rlsk using foreign exchange, inter-
est rate and macro hedges, and altering net
leverage that averages around 50%.

“These arbitrage trades,” explains Nkon-
tchou, “help absorb volatility, and com-
bined with carry interest, are sources of the
fund’s returns.”

Rising prices and interest rates are usually
harmful for emerging and frontier markets,
and according to the Economist, they could
collide with large bond principle payments
coming due in 2024.

However, Nkontchou says his team iden-

dcs betwe t
“& erent

tifies markets where higher US interest
rates and a strengthening dollar may be

c-strcssful than in others. “Certain Af-

c‘ countries are i g
i ic a ol-
| nomies that are

d,” explains Nkontchou. He

tes countries that have

the Covid years of 2020 and 2021 when
the fund collectively gained 37%. And
through a stress-filled first quarter of 2022
with war, rising interest rates, and a grow-
ing risk-off mindset, the fund has out-
performed the S&P 500, having lost just
-3.62%.

material  manufacturing
exported to Europe and
the US can also help, as
does the $40 billion-plus

in annual remittances from

the African diaspora.
Debt investing is challeng-

ing in any rising interest
rate environment. This is
even more so in emerging
and frontier markets where
liquidity is an issue. Inves-
tors need to bring a lon-
ger-term outlook.

Co;funder and CIO
Alain Nkontchou

Now, the challenge is figuring how to ef-
fectively manage various global forces hit-
ting securities in all markets.

So far, Enko has found ways to profit
from these small, inefhcient, and illiquid
debt markets. This was evident during

This independent study is not arecommendation to invest in any of the funds profiled, ranked, or mentioned in the survey. Read-
ers that invest in any hedge fund must conduct their own extensive due diligence before allocating. Special thanks to Marina
D’Angiolillo, research and professional services manager at Backstop BarclayHedge, for her extraordinary help for initially screen-

ing through thousands of funds in the firm's database and performing specific fund analysis. Additional thanks are extended to the
very helpful folks at Pregin’s communication team, who also screened through 1000s of funds for this survey. And thank you to my
designer Coco Sallee and editor Joyce Kehl.

All rights of this survey belong to Eric Uhlfelder and a licensing agreement must be secured with Mr. Uhlfelder for its commercial use.

Eric Uhlfelder has covered global capital markets from New York over the past 30 years for various major publications, including for
The Financial Times, The Wall Street Journal, Institutional Investor, Pensions & Investments, The New York Times, The International Herald
Tribune, and BusinessWeek. He wrote the first book on the advent of the euro post currency unification, “Investing in The New Europe,”
for Bloomberg Press. And he has earned a National Press Club Award. His website is www.globalinvestmentreport.net.
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