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A recent front-page story in 
The Wall Street Journal high-
lighted a key reason why so 
many hedge funds have been 
struggling this year.

“Hedge funds came into 
2023 with relatively little 
leverage after cutting risk for 
most of last year in antici-
pation of a recession. But 
after missing out on some 
of the market’s surprise rally 
this year, they have added 
significant leverage in an 
attempt to catch up and juice 
returns.”  

More often than not, man-
agers have leveraged the 
wrong side of equity and 
interest rate trades. 

But this only partially ex-

plains why many top active 
managers, regardless of the 
strategy, have missed the 
2023 rally.  It’s unclear why 
so many appeared to have 
misread the market as data 
increasingly pointed to an 
improving macro environ-
ment.

A dozen strategies comprise 
the Top 50 hedge funds.  
As a group, they ended the 
first half of the year up 1.1%, 
well behind a rambunctious 
market that so far has been 
ignoring the collision of 
sharply rising interest rates 
with declining corporate 
earnings and rising multiples, 
maintenance of restrictive 
monetary policy, and intensi-
fication of the Ukrainian War 

on the doorstep of Europe.

Investors, instead, focused 
on sustained job and em-
ployment figures, reversal 
in inflation trends, growing 

FAR BEHIND THE MADDING CROWD

likelihood that the Fed is 
close to stopping rate hikes, 
and the increasing odds that 
the economy may indeed 
avoid recession.  And the 
upswing actually dates back 

to October 2022—which is 
long in the tooth for a bear 
market rally.

Analysts liken this to a soft 
landing.  But if these eco-
nomic trends continue, the 
market won’t be landing at 
all, but maintaining a healthy 
altitude.

Anthony Novara, head of 
hedge fund research at the 
$230 billion Chicago-based 
advisory Fiducient, who 
didn’t anticipate the strength 
of the current rally, thinks 
if the market can hold onto 
its gains and the economy 
avoids any systemic shocks, 
proven managers will likely 
regain their footing.

TOP 50 
Two thirds of the Top 50 
were up during the first half 
of the year, generating aver-
age returns of 4.6 percent.

The bright spots: emerging 
market managers were the 
top-performing strategy, up 
6.2%.  Five arbitrage funds 
(statistical and volatility) 
were up by more than 6%.

Citadel’s magic continued 
with its multistrategy, quanti-
tative equity, and macro fixed 
income funds having gained 
an average of 7%.

The dark spots: Six glob-
al macro funds reversed 
course as economic condi-
tions improved, losing -4.7%. 
Seven equity funds lost 
-0.9%.  The largest strate-

gy losses were incurred by 
two diversified commodity 
funds—which declined by 
more than -6%.

So what happened with 
managers who had proven 
themselves for well over a 
decade?

“The obvious answer,” ex-
plains Ben Crawford, head 
of research at the leading 
industry database Barclay-
Hedge, “is a very hedged 
bearish sentiment that 
permeated management 
across most strategies.  And 
that sentiment was sus-
tained even after a robust 
first-quarter performance. 
These proven managers 
were evidently seeing a 
bear-market rally.”

What made the first-half 
performance of the Top 50 
more peculiar to Crawford is 
that the average hedge fund 
manager in BarclayHedge’s 
database outpaced the Top 
50: 4.4% versus 1.1%.  “That is 
unusual,” notes Crawford.

One reason for this reversal 
of fortunes:  The average 
hedge fund was 0.91 cor-
related to the S&P 500; the 
Top 50 was 0.18 correlated.

The most notable under-
performing strategies, 
representing one-quarter of 
the 50 funds, were hedged 
equities (-0.9% vs 2.39%) 
and global macro (-4.72% vs 
1.75%).  Two Top 50 funds, 
one in each of the foremen-

tioned strategies, accounted 
for most of this underperfor-
mance.

On the positive side, the 10 
multistrategy funds in the 
survey returned an average 
of 2.4%—1.6 percentage 
points more than the strat-
egy index.  And the four 
emerging market funds in the 
survey (up 6.2%) outpaced 
the strategy average returns 
by nearly 3 percentage 
points.

In 2022, the world’s most consistent managers staved off losses by having successfully navi-
gated a whole host of hazards. On average they delivered modest gains. But compared to the 
market, they hit a home run.  Since then things have inverted. A flat first-half performance 
of this year’s Top 50 funds suggests managers, most of whom made last year’s list, remained 
cautious, having expected more fallout.  But instead of declining further, the S&P 500’s 17% 
gain was its best first half in this century, and the Nasdaq’s first-half return of 32% was its 
best in 40 years.  Remarkable, considering the Fed is continuing its monetary tightening, 
earnings are slowing, and the war in Ukraine is intensifying.  This rally caught the most consis-
tent managers flatfooted.

by Eric Uhlfelder 
21 August 2023 
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“I don’t believe talented 
managers have suddenly 
lost their investment acu-
men,” posits Crawford, who 
expects they will close the 
performance gap versus the 
market over the second half 
of the year.  But he cau-
tions that even well-proven 
managers must not take on 
excessive risk or drift in style 
to make-up lost ground.

How these managers turn 
things around is the rub.  Do 
they give up their reticence 

US EARNINGS GROWTH AND FORECAST  
SCENARIOS (%YoY)

Source: “Prospects for US Company Earnings,” EFG International, August 2023

TABLE OF CONTENTS

In assessing his favorite managers that struggled during the first half of 2023,  
Patrick Ghali, a managing partner at the consultancy Sussex Partners, says “it’s un-
clear whether they are behind the market or well ahead of the volatility that’s to come.”

Mid-Year 2023 Market &  Performance pp. i -vi 
Update   

Strategy Performance  p. 4

Top 50 Consistently Performing Funds pp. 7-16 

Q&A: Thomas Hempell Fears Market  pp. 17-18 
Optimism is Missing Some Very Clear Risks   

Ambassador Michael McFaul on  p. 19 
The Price of Losing Ukraine 

Why Good Funds Didn't Make the List    p. 22 

4 Fund Profiles  pp. 5, 9, 23 & 27  

A steady expansion in speculative 
spirits has pushed equity position-
ing to the highest level since January 
2022.

- Deutsche Bank

20TH ANNIVERSARY EDITION

iii



GLOBAL INVESTMENT REPORT GLOBAL INVESTMENT REPORT

GLOBAL INVESTMENT REPORT GLOBAL INVESTMENT REPORT

and buy into the rally or 
stand their ground, believing 
things are not as good as 
they appear?

A SUSTAINABLE 
RALLY?
There are lots of macroeco-
nomic signals to suggest 
that the US may avoid re-
cession and that the current 
rally is forward looking. While 
many analysts still think 
recession is in the offing, 
there’s increasing capitula-
tion.  

Bank of America’s lead 
economist, Michael Gapen, 
recently reported, “incoming 
data has made us reassess 
our prior view that a mild re-
cession in 2024 is the most 
likely outcome for the US 
economy . . . growth in eco-

nomic activity over the past 
three quarters is averaging 
2.3%, the unemployment rate 
remains near all-time lows, 
and wage and price pres-
sures are moving in the right 
direction, albeit gradually.” 

Mike Stanley, Morgan Stan-
ley’s chief US equity strate-
gist, has rescinded his reces-
sion call. “We were wrong,” 
Wilson recently wrote, citing 
that 2023 has been “a story 
of higher valuations than we 
expected amid falling infla-
tion and cost cutting.”

But there are nagging con-
cerns.

Declining Earnings—Accord-
ing to Howard Silverblatt, 
Senior Index Analyst at S&P 
Dow Jones Indices, the S&P 
500 is reporting double-digit 

declines in quarterly operat-
ing earnings year-over-year. 
He expects this will continue 
throughout 2023. 

With stocks rising, this is 
sending multiples higher. 
This is keeping some fund 
managers cautious, wonder-
ing how long multiples can 
increase without evidence 
that earnings are rebound-
ing.  And will the higher cost 
of financing keep that from 
happening? 

Yield Curve—We’ve been 
hearing about the recession 
implications of an invert-
ed yield curve for nearly a 
year.  As the graph on p. v 
reveals, inversion has turned 
extreme.  But it has been 
shallowing over the past 
couple of months.  Still, in-
version can be the source of 

headaches for banks.  So far, 
they’ve been supported by 
maturing securities, accord-
ing to Yardeini Research, an 
investment consultancy, and 
this has helped sustain their 
lending. 

Costlier Refinancing—Ris-
ing rates have not been the 
only concern—but also the 
pace at which the Fed has 
reshaped the credit mar-
ket.  After being weaned on 
cheap money for more than a 
decade, corporate earnings 
of even healthy companies 
are likely to take a hit by this 
sudden transition, coupled 
with higher costs.  And 
stressed and distressed 
operations are likely to be 
further challenged by higher 
refinancing costs.  But the 
junk bond market, so far, 
hasn’t blinked.  In fact, the 
S&P US High-Yield Index has 
been rallying in lockstep with 
the S&P 500 since the end of 
3Q2022.  (See chart on p. vi.)

Another reason Yardei-
ni Research believes the 
economy has been able to 
stave off recession has to do 
with a variety of fiscal stimuli 
implemented during the first 
half of the Biden Adminis-
tration.  This sort of support 

“usually occurs at the tail 
end of recessions or even 
once they’re over,” explains 
Ed Yardeini. This time, public 
spending has preceded a 
potential downturn, and that 
could be “another reason 
why the next recession has 
been a no-show so far.”

Banking Downgrades—For 
the economy, banks are the 
canary in the mineshaft.  
And we’re seeing a series 
of downgrades, starting in 
early August, when Moody's 
cut credit ratings of sev-
eral small- to mid-sized 
U.S. banks and warned the 
industry’s overall strength 
could be tested by increas-
ing funding risks and weak-
er profitability.  The rating 
agency says this reassess-
ment, “comes as a mild U.S. 
recession is on the horizon 
for early 2024 and asset 
quality looks set to decline, 
with particular risks in some 
banks’ commercial real es-
tate portfolios." 

A week later,  Fitch issued 
the same warning, saying 
some of the nation’s largest 
banks may see their ratings 
cut.  More unnerving, the 
shadow banking industry 
is now larger than its tradi-
tional brethren, and its more 
opaque operations makes 
it difficult to know how it’s 
trending.

China—The world’s second 
largest economy is turning 
increasingly anemic with 
financial contagion likely 
to spread well beyond its 
border, highlighted by the 

mid-August bankruptcy of 
the country’s largest devel-
oper, Evergrande Group.  
Reuters sees this as part 
of an “unprecedented debt 
crisis in the country's prop-
erty sector, which accounts 
for roughly a quarter of the 
economy.” Many observers 
fear this will have a desta-
bilizing effect on an already 
weakening economy.  At 
the same time, the Financial 
Times reported, “for eign 

investors have dumped Chi-
nese stocks and bonds after 
los ing con fid ence in Beijing’s 
prom ises of more help to 
shore up the coun try’s eco-
nomy.” 

Euphoria—Going into Au-
gust, the stock market felt 
almost manic and begs re-
membrance of Alan Green-
span’s warnings of “Irrational 
Exuberance.”  Deutsche 
Bank sees a steady expan-
sion in speculative spirits 

having pushed equity posi-
tioning to the highest level 
since January 2022.  Scott 
Rubner, a managing director 
at Goldman Sachs, seems 
downright giddy: “I am so 
bullish, that I am actually 
bearish now (for August). 
I am looking for a smallish 
equity market correction in 
August.  My core behavioral 
view is that I no longer speak 
to any ‘macro’ bears. Posi-
tioning and sentiment are no 
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Strategy
1H2023 Net 

Returns

1Q2023 
Net Re-

turns (%)

2022 Net 
Returns 

3-Year Net 
Annualized 
Returns (%) 

thru 2022

5-Year Net 
Annualized 
Returns (%) 

thru 2022

10-Year Net 
Annualized 
Returns (%) 

thru 2022

Commodity Trading Advisers 0.53 -1.93 7.13 5.86 3.85 2.30

Global Macro 1.75 0.24 6.51 8.44 5.4 4.36

Asset-Backed Loans 3.47 1.61 3.43 5.93 4.39 5.06

Equity Market Neutral 2.44 0.95 2.97 3.17 1.43 2.88

Merger Arbitrage 0.29 -0.01 0.95 5.88 4.84 4.81

Equity Long/Short 2.39 1.30 -0.08 6.51 4.54 5.17

Asset-Backed Securities 3.55 1.38 -0.38 1.96 3.37 7.97

Convertible Arbitrage 1.88 0.73 -1.35 6.88 5.75 4.57

Fixed-Income Arbitrage 2.52 0.69 -1.69 3.11 2.43 3.84

Multistrategy 0.89 0.64 -2.98 3.6 2.16 3.69

Volatility Trading 3.54 0.20 -3.40 6.2 1.95 1.86

Mortgage-Backed Securities 2.11 1.05 -6.25 -1.32 0.47 2.61

Event Driven 2.64 0.97 -6.39 5.32 4.11 4.75

Credit Long/Short 2.24 1.71 -6.62 -0.67 0.52 1.72

Distressed Securities -0.25 -1.54 -6.64 8.33 5.45 5.11

Collateralized Debt  
Obligations 

4.77 1.48 -7.33 1.58 2.72 10.45

Fixed-Income Diversified 1.92 1.57 -7.96 -1.29 0.25 2.32

Credit Long-Only 1.56 1.15 -11.38 -2.84 -0.83 1.70

Equity Long Bias 7.23 3.83 -13.61 5.57 4.34 6.25

Emerging Markets 3.40 2.24 -13.86 1.17 0.78 2.88

Top 50 Averages 0.80 -0.16 9.14 15.22 12.53 NA 

Backstop BarclayHedge 
Index

4.32 2.29 -8.22 3.98 3.35 4.67

S&P 500 Total Return Index 16.89 7.5 -18.14 7.65 9.43 12.56

JP Morgan Global Gov't 
Bond Index

1.83 2.84 -13.01 -3.64 -0.84 0.90

Source: Backstop BarclayHedge

HEDGE FUND STRATEGY PERFORMANCE THRU JUNE 2023 
Ranked by 2022 Returns

BofA  SEES BELOW-TREND GROWTH IN 2024, NO RECESSION 

Source: Bureau of Economic Analysis, Bureau of Labor Statistics

Fiscal stimuli implemented during the first half of the Biden Administration 
is the sort of support that usually occurs at the tail end of recessions or even 
once they’re over. That could be another reason why the next recession has 
been a no-show so far.

- Ed Yardeini, Yardeini Research
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longer pessimistic, they are 
euphoric.”

Having a more Goldilocks 
outlook, Third Point’s Dan-
iel Loeb argues a middle 
ground. For the rest of the 
year, he’s betting on the 
continuation of “favorable 
economic conditions driven 
by declining inflation, which 
should eventually lead to less 
hawkish monetary policy.”

But he also thinks consumer 
spending will falter, and if 
inflation remains in check, 
he suspects the Fed will 
start cutting rates. However, 
believing most consumers 
and businesses are running 
healthy balance sheets 
(beyond commercial real 
estate), Loeb believes, “the 
risk of a credit dislocation is 
minimal in the coming year, 
also reducing the risk of a 
severe recession."

LEADERS
The survey's top-perform-
ing fund through the first six 
months of the year involves 
a strategy few would’ve ex-
pected.  Tenth-ranked Waha 
MENA, a perennial member 
of the Top 50, rose 10.5% in 
dollar terms during the first 
half of the year.  

The diversified Abu Dhabi- 
based Middle East/North 
African hedged equity fund, 
that’s running $821 million, 
appears to be in a global 
sweet spot.  While mindful 
of the systemic risks that 
are hovering over devel-
oped markets and having 
been short going into 2023, 
PM Mohamed El Jamal has 
pivoted to benefit from in-
creasingly benign economic 
data and the region’s local 
tailwinds that extend well 

beyond oil.  

These include expanding 
flows of capital into the 
region, fueled by the grow-
ing numbers of global asset 
managers setting up shop 
in the area, a plethora of 
successful IPOs, and the 
region’s expanding exposure 
in equity indices.   

Swiss-based Blue Diamond 
Non-Directional continues 
to generate solid returns.  
The 27th-ranked fund, which 
has made this survey for five 
straight years, gained nearly 
12% during the first half of 
the year. That exceeded the 
fund’s annualized returns 
over the past five years 
through 2022.  A statistical 
arbitrage fund, Blue Diamond 
relies on relative value trades 
of bond and equity index 
futures and options to profit 
from market inefficiencies.

Volatility trader Dynamic 
Alphia, which sells S&P 500 
index option spreads, has 
also been humming along 
at a healthy clip. Building 
on last year’s fourth quar-
ter rally when it racked up 
gains of more than 14%, the 
Seattle-based fund closed 
out the first half of the year 
up 8.7%.  The 15th-ranked 
fund has now turned in nine 
straight months of positive 
returns. The healthiest gain 
in 2023 was generated 
during the banking turmoil in 
March when the fund gained 
2.8%.  

LAGGARDS
High-flying global macro 
manager Haidar Jupiter has 
come crashing down to earth 
over the past several quar-
ters.  

Although it took the top spot 
in this year’s survey with a 
gravity-defying five-year 
trailing annualized returns 
of more than 55% through 
2022, the highly leveraged 
fund started off this year by 
declining -44% during the 
first quarter.  That was on 
the heels of a fourth quar-
ter 2022 loss of -29%. It 
made up some ground in the 
second quarter, having left 
investors still in the red for 
the first half of the year by 
–28%.

Bloomberg reported the 
fund has been on the wrong 
side of bond market volatility.  
However, in June, it got on 
the right side of the market, 
as well as profiting from euro 

and dollar strength relative to 
Asian currencies.   

Reflecting the manager’s 
unique take on markets, 
Haidar believes the Fed isn’t 
done with hiking rates.  Ac-
cording to a recent investor 
letter, the manager cautions 
investors to “heed the cau-
tionary examples of the Bank 
of Canada and Reserve Bank 
of Australia, both of which 
were forced to resume hiking 
after pausing, as well as the 
Bank of England, which re-
accelerated its pace of rate 
hikes after slowing prema-
turely.” 

The survey’s 6th-ranked 
fund, the London-based 
Brook Absolute Return 
Focus, lost -12.5% during the 
first half.  Certainly, the long-
short equity fund’s cautious 
positioning didn’t help.  

But managers James Han-
bury and Jamie Grimston 
were buffetted by a unique 

event—allegations levied 
against Crispin Odey, the 
head of Brook’s parent 
company, for inappropriate 
behavior.  Prime brokers 
and custodians that were 
servicing all funds under 
Odey Asset Management’s 
umbrella, worth more than 
$4 billion, announced they 
would cease doing so.  This 
included Brook, even though 
the fund operated inde-
pendently of Odey and was 
not implicated in any way.

As a precaution against 
operational uncertainty, the 
fund’s PMs reduced gross 
equity exposure by 80 per-
centage points.  This locked 
in losses and forced the fund 
to focus attention on finding 
a new home for its opera-
tions, which it did at Lancast-
er Investment Management.

MAK Capital has been 
among the survey’s most 
consistent and proficient 

managers.  The fourth-
ranked New York-based 
hedged equity manager 
had generated annualized 
returns of 15.5% since its 
launch two decades ago.  
And in last year’s bear 
market, manager Michael 
Kaufman locked in gains of 
nearly 28%.

But the fund’s short book 
worked against it, producing 
a net loss of -17% during the 
first half of 2023.  The addi-
tion of several new analysts 
helped turn things around, 
with MAK adding 5% in July 
and it’s up so far in August.

So has Kaufman capitulat-
ed?

Probably not.  

“The market is pricing in an 
incredibly optimistic out-
come as the Fed hikes rates 
to 22-year highs in a world 
with more government debt 
than ever before,” observes 

Kaufman.  “We expect and 
are prepared for problems to 
arise.”

Perhaps emblematic of how 
folks who have missed out on 
the first-half rally are think-
ing, Sussex Partners’ Patrick 
Ghali explains the frustration 
of investing in a market that’s 
moving far more on momen-
tum than fundamentals.  His 
firm has started to rotate 
from its zero-equity position 
toward a 20% stake, but in 
idiosyncratic small and mid-
cap stocks involving short-
term trades. 

At the same time, Sussex 
is maintaining its one-third 
weighting in global macro 
managers, believing this 
strategy is key to sustaining 
value when volatility picks up.  

“Markets that have rallied for 
nearly 10 months as interest 
rates rise and earnings fall 
are likely to be increasingly 
unpredictable,” says Ghali. ■
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US TREASURY YIELD CURVE - 11 August 2023

Source: ustreasuryyieldcurve.com

S&P US HIGH-YIELD CORPORATE BOND INDEX

Source: S&P / Down Jones Indices
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Nearly a half century ago, 
professor John Kenneth Gal-
braith made economics more 
accessible and relevant.  We 
don’t hear much about him 
anymore.  But what he ob-
served at that time in the US 
and abroad resonates today. 

Galbraith called that period 
an Age of Uncertainty. His 
book by that title became 
required reading in many col-
lege Economics 101 courses 
(mine included) and its text 

was the basis of a BBC tele-
vision series, which further 
boosted Galbraith’s celebrity 
status.  

The 2020s aren’t the 1970s.  

But some things haven’t 
changed.  A colorful exam-
ple: Galbraith’s recalling 
way too much time wasted 
testifying in front of congres-
sional committees.   

As if he had been peering 
into today’s chambers, he 

observed, “without thought, 
I can divide its members into 
those you might persuade, 
those that could be mean 
and even damaging, and 
those that you can safely 
ignore.  But there is merit 
even in the mentally retarded 
legislator.  He asks the ques-
tions that everyone is afraid 
to ask for fearing of seeming 
simple.”

It’s hard to discern the merit 
of some questions posed to-

Hedge Fund Investing  
During a Time of  
Uncertainty
Many recent global challenges have significantly eased, including 
the pandemic, supply chain chokeholds, and runaway inflation. But 
a rapid rise in interest rates and increasing geopolitical tensions 
continue to fuel turbulence, risks,  and opportunities.

day by our less informed con-
gressmen and women.  But 
many of the serious issues 
Galbraith did address, says 
Berkeley economics Profes-
sor Barry Eichengreen, were 
comparable to what we’re 
seeing today. 

“The United States was con-
fronting slowing growth and 
accelerating inflation, or stag-
flation, a novel problem that 
raised questions about policy-
makers’ competence and the 
adequacy of their economic 
models. The golden age of 
stability and predictability that 
was the third quarter of the 
twentieth century seemed 
to have abruptly drawn to a 
close, to be succeeded by a 
period of greatly heightened 
uncertainty.”

My recent interview with 
economist Thomas Hempell, 
the head of macro and 
market research at Gener-
ali Investments (pp. 17-18) a 
very large global allocator, 
echoed similar sentiments.  
Seeing fiscal and monetary 
policy largely tapped out, 
he’s concerned about evolv-
ing risks due to the sharp 
rise in interest rates.  Cracks 
are already showing in the 
financial system.  Hempell 
suggests we may be more 
at the mercy of markets now 
than perhaps we’ve been for 
quite some time.

This sense of losing control 
is also evident in the largest 
war Europe has seen since 
Berlin fell in 1945.  Western 
allies are now ratcheting 

up military aid in the form of 
tanks and fighter jets.  But 
how Russia responds re-
mains a big unknown.  Putin’s 
decision to move tactical 
nuclear weapons into Belar-
us is probably worth noting.  
Busting a major dam could 
portend things to come.  Yet, 
blowback from the war isn’t 
registering on most inves-
tors’ radars.

During the first half of 2023, 
we’re seeing a Dickensian 
divide: a market appreciating 
while the most consistently 
performing hedge funds 
have been flat; equity indices 
rising while investors are 
exiting equity funds; banks 
struggling at a time when 
rising rates normally portend 
higher net income; strug-

Over the past five years 
through 2022, this 
year’s Top 50 hedge 
funds collectively out-
paced the market by 
more than 3 percentage 
points a year. They did 
so with significantly less 
risk and limited market 
correlation. 

More than two-thirds 
of this year’s funds 
made last year’s Top 50, 

which had remarkably 
outpaced the market in 
2022 by 24 percentage 
points. 

This year’s top perform-
ing strategies: macro, 
hedged equity, and 
multistrategy.  They ac-
counted for nearly half 
of the Top 50 funds.

by Eric Uhlfelder 
28 June 2023
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 About This Year's Survey
Global Investment Report’s 20th annual hedge fund survey is a 
comprehensive independent review of the industry’s most con-
sistently performing funds. It’s co-published with BarclayHedge. 
The Financial Times, Barron’s, The Wall Street Journal, and SALT 
commissioned the previous 17 editions.   

This survey tracks various data points over the trailing five years 
and since inception. Data includes worst drawdown, standard 
deviation, Sharpe ratio, and market correlation, which together 
provide a nuanced understanding of performance.  Diversified 
commodity funds and proven lower-risk levered funds are now 
being considered.    

Combining extensive statistical study with commentary from 
leading industry participants explains the source of consistent 
long-term performance that only a handful of hedge funds have 
been able to deliver.

2 Diversified Commodities/Macro 20.99

6 Global Macro 20.21

7 Equity Long/Short 17.33

2 Statistical Arbitrage 15.46

3 Emerging Markets 13.37

10 Multistrategies 11.83

6 Credit 9.15

3 Merger Arbitrage 8.91

2 Convertible Arbitrage 8.75

Top 50 Average Return 12.53

S&P 500 Total Return 9.43

Consolidated Fund Performance   
Top 50 By Strategy

41 of 50 FUND PERFORMANCE *
5-Year Ann. 

Returns thru 2022

*Nine other funds in the Top 50 involve different strategies 
Source: BarclayHedge, Preqin, and proprietary sources

 Tyler Hicks / NY Times
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gling banks are pulling back 
on lending while high-yield 
bond markets rally; and we’re 
seeing a robust jobs market 
and rebounding consumer 
sentiment while corporate 
earnings have fallen into 
recession.   

A recent front-page story 
in The Wall Street Journal 
addressed the conundrum: 
“More than a year after the 
Federal Reserve began rap-
idly raising interest rates to 
tame inflation, the hallmarks 
of a widely expected reces-
sion remain elusive.”

At the same time, Morgan 
Stanley’s chief market 
strategist and CIO, Michael 
Wilson, urges caution, seeing 
valuations still too high and 
a narrow breadth of stocks 
driving the market.  

So is it different this time? 

Can the market continue to 
rally on the back side of a 
sharp rise in interest rates 
that will probably continue, 

further credit tightening, a 
protracted highly inverted 
yield curve, persistent infla-
tion, and a central bank that 
can’t afford to capitulate?  

Maybe. 

We’ll try to decipher what all 
this may mean later in the 
report and the role that prov-
en active management can 
play in navigating this time of 
uncertainty.

But I’m reminded of what Sir 
John Templeton believed: 
“The four most dangerous 
words in investing are, ‘It’s 
different this time.’”

METHODOLOGY 

This survey identifies the 
limited number of funds that 
have delivered consistently 
compelling performance to 
reveal the industry’s promise. 

The initial search, per tradi-
tion, starts in early February 
with various databases 
casting a wide net across 
thousands of funds. They 

initially screen for only broad 
strategy funds. The reason: 
to seek out managers who 
consistently deliver gains 
with low to moderate vola-
tility without the support or 
headwinds that come from 
specific industry, country, or 
specialized exposure. 

Universe Expansion
This year, I included two 
types of funds which had not 
been previously considered 
because the argument for 
their inclusion is compelling.

The first are diversified long/
short commodity funds that 
include a global macro com-
ponent.  They must contend 
with volatile markets, along 
with financial, geopolitical, 
supply chain and transport 
forces.  They are far more 
complex and diversified in-
vestments than they appear 
on the surface.  And to make 
the Top 50, such funds had 
to generate steady absolute 
returns for many years run-
ning—not just in 2022.

The second new group is 
exogenously levered funds.  
A manager that seeks to 
enhance performance of a 
flagship product by ratchet-
ing up leverage seems like a 
cheat, using leverage to juice 
performance that the under-
lying fund couldn’t deliver 
without taking on greater risk 
to capital. But a deeper dive 
into this space revealed two 
funds whose risk metrics 
were well contained while 
delivering consistent abso-
lute returns.

Data Verification
Requiring funds to manage 
at least $300 million helps 
ensure reliability of data. 
When funds reach that size, 
they’re more likely to hire 
top-tier service providers 
— administrators, prime 
brokers, accountants, and 
lawyers — whose involve-
ment may help deliver best-
in-class practice, reporting 
accuracy, and greater insti-
tutional investor interest and 
oversight. 

The survey provides another 
layer of data verification by 
contacting each manager to 
confirm their numbers. While 
each fund feeds data directly 
into databases, mistakes can 
still happen. Data may be 
from a founders’ class with 
low fees, numbers may have 
been revised since submis-
sion, and classification of the 
fund may be wrong. UCITS 
and ‘40 Act funds can slip 
in.  An increasing number of 
hedge funds are also ex-
panding their investor base 
by issuing UCITS-compli-
ant versions of their funds.  
It’s essential to distinguish 
performance between the 
hedge fund and lower cost 
and less actively managed 
UCITS version.

There are always a handful 
of managers who refuse to 
verify their numbers. This 
does not mean their data is 
unreliable. But it further rein-
forces the need for prospec-
tive investors to always con-
duct their own due diligence. 
The numbers provided here 

are only a starting point. 

Performance Hurdles
The survey’s most distin-
guishing filter is performance 
hurdles set for each of the 
last five years.  These hur-
dles are not substantial, 
but they ensure minimum 
absolute returns. This en-
hances the survey’s value 
as a source of consistently 
performing managers re-
gardless of what the market 
is doing. 

The use of hurdles excludes 
many venerable funds that 
had previously made the cut, 
including Renaissance, Tiger 
Global, Element Capital, and 
Alphadyne.

The hurdle was initiated in 
the 2019 survey I prepared 
for The Wall Street Journal, 
which tracked performance 
over a trailing five-year pe-
riod through 2018. Because 
2018 was the first year in a 
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 
— or to paraphrase War-
ren Buffett, to reveal those 
managers who had trunks on 
when the tide went out. 

Since then, this specific 
hurdle was maintained 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 hun-
dred basis points of returns 

above the risk-free interest 
rate seems modest for any 
fund collecting management 
and performance fees. At the 
same time, it addresses the 
reality that not all strategies 
benefit from a roaring stock 
market. 

Last year posed a conun-
drum.  The risk-free rate 
rose substantially across the 
year, implying a hurdle of at 
least +5%.  But with equity 
and debt markets having 
suffered their worst year 
in quite some time, which 

most hedge funds couldn’t 
sidestep, the 2022 hurdle 
was set at -5%.  This number 
still represents significant 
outperformance.

Remarkably, 44 of this year’s 
Top 50 funds made money 
last year and three of the six 
funds that were in the red 
lost less than -2%.

Requiring funds to strad-
dle hurdles over each of 
the past five years while 
generating the best trailing 
five-year returns helps this 
survey highlight managers 

that are running among the 
most consistent absolute 
return funds while containing 
downside risk. 

Minimum performance 
standards also impose a 
certain discipline on funds 
to make the list, e.g., period-
ically taking some profits off 
the table and successfully 
reallocating them, rather 
than betting dramatic stock 
gains beget more gains. The 
latter can fuel complacency 
and enhance risk. 

This is most evident in the 

Strategy
1Q2023  

Net Returns 
(%)

2022  
Net  

Returns 

3-Year Net 
Annualized 
Returns (%) 

thru 2022

5-Year Net 
Annualized 
Returns (%) 

thru 2022

10-Year Net 
Annualized 
Returns (%) 

thru 2022

Commodity Trading Advisers -1.93 7.13 5.86 3.85 2.30

Global Macro 0.24 6.51 8.44 5.40 4.36

Asset-Backed Loans 1.61 3.43 5.93 4.39 5.06

Equity Market Neutral 0.95 2.97 3.17 1.43 2.88

Merger Arbitrage -0.01 0.95 5.88 4.84 4.81

Equity Long/Short 1.30 -0.08 6.51 4.54 5.17

Asset Backed Securities 1.38 -0.38 1.96 3.37 7.97

Convertible Arbitrage 0.73 -1.35 6.88 5.75 4.57

Fixed Income Arbitrage 0.69 -1.69 3.11 2.43 3.84

Multi Strategy 0.64 -2.98 3.60 2.16 3.69

Volatility Trading 0.20 -3.40 6.20 1.95 1.86

Mortgage Backed Securities 1.05 -6.25 -1.32 0.47 2.61

Event Driven 0.97 -6.39 5.32 4.11 4.75

Credit Long/Short 1.71 -6.62 -0.67 0.52 1.72

Distressed Securities -1.54 -6.64 8.33 5.45 5.11

Collateralized Debt Obligations 1.48 -7.33 1.58 2.72 10.45

Fixed Income Diversified 1.57 -7.96 -1.29 0.25 2.32

Credit Long-Only 1.15 -11.38 -2.84 -0.83 1.70

Equity Long Bias 3.83 -13.61 5.57 4.34 6.25

Emerging Markets 2.24 -13.86 1.17 0.78 2.88

Top 50 Averages -0.16 9.14 15.22 12.53 NA 

Backstop BarclayHedge Index 2.29 -8.22 3.98 3.35 4.67

S&P 500 Total Return Index 7.50 -18.14 7.65 9.43 12.56

JPMorgan Global Gov't Bond Index 2.84 -13.01 -3.64 -0.84 0.90

Source: Backstop BarclayHedge

HEDGE FUND STRATEGY PERFORMANCE THRU DECEMBER 2022
Ranked by 2022 Returns

“What we’ve seen so far in 2023 is 
multiples expanding while earnings 
have been contracting. That sug-
gests to us that there’s a risk this is 
a bear-market recovery rather than 
the start to a new bull market, es-
pecially if a recession sets in.”

- Anthony Novara, Fiducient Advisors
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'18 '19 '20 '21 '22 Fund Name Launch 
Date Strategy

Fund / Firm  
Assets  

($ Million)

2018 Net 
Returns 
(Hurdle: 

5%)

2019 Net 
Returns 
(Hurdle: 

5%)

2020 Net 
Returns 
(Hurdle: 

4.5%)

2021 Net 
Returns  
(Hurdle: 

4.5%)

2022 Net 
Returns 
(Hurdle 

(-5%)

1H23  
Net  

Returns

3-Year  
Annualized 

Net Returns 
(%) thru 

2022

5-Year  
Annualized 

Net Returns 
(%) thru 

2022

Annualized 
Net Returns 

(%) since 
 inception 
thru 2022

Worst Draw 
Down (%) 
Last 5 Yrs 
thru 2022

Worst Draw 
Down (%) 

since  
Inception 
thru 2022

5-Year 
Annualized 

Standard 
Deviation 
thru 2022

Annualized 
Standard 
Deviation 

since  
Inception 
thru 2022

5-Year 
Sharpe 

Ratio  
thru  

2022

Sharpe 
Ratio 
since 

Inception 
thru 2022

5-YearFund  
Correlation 
versus S&P 
500 TR thru 

2022

21 19 7 3 1
Haidar Jupiter Composite 
(New York)

Nov-99 Global Macro  3,270 / 3,270 8.09 31.29 27.11 69.66 192.78 -28.39 84.83 55.04 24.77 -32.14 -32.14 44.52 25.01 1.21 0.93 -0.30

NA NA NA NA 2
RCMA/Merchant Commodity 
Fund (London)

May-04
Diversified  

Commodity Macro
376 / 376 11.29 6.15 19.20 73.90 45.17 -5.04 42.11 27.68 17.20 -21.83 -36.93 26.60 22.60 1.15 0.67 0.21

15 12 19 13 3 Citadel Wellington (Miami) * Nov-90 Multistrategy
42,300 / 

53,700
9.03 19.32 24.51 26.58 38.22 7.15 29.63 23.02 19.73 N/A N/A N/A 2.99 2.48 N/A -0.08

3 4 12 11 4 MAK Capital  (New York) Sep-04
Hedged Equity 

and Opportunistic 
Distressed

1,093  / 1,137 51.40 5.00 13.20 21.10 27.80 -17.10 20.50 22.70 15.50 -15.77 -17.88 17.68 19.45 1.00 1.01 0.12

27 49 26 10 5
Anson Investments Master 
(Toronto)

Jul-07 Equity Long/Short 938 /1.468 19.28 10.10 44.52 45.50 7.58 4.74 28.11 22.53 15.26 -6.51 -18.68 11.97 10.58 1.78 1.38 0.27

NA NA 38 20 6
Brook Absolute Return Focus 
USD C (London) **

Jun-16 Equity Long/Short 1,004 /4,500 11.78 12.27 51.03 6.84 26.46 -12.54 26.83 20.67 13.60 -22.85 -22.85 31.42 28.36 0.70 0.54 0.35

NA NA NA NA 7
Leibniz EMOTION  
(Lucern, Switz.)

Jan-14
Statistical  
Arbitrage

750 / 900 8.62 9.43 51.03 22.73 11.67 2.85 >> 27.46 19.74 17.57 -5.85 -5.85 7.86 7.24 2.34 2.31 -0.07

NA NA NA 9 8 Voss Value LP (Houston) *** Oct-11
Equity  

Long/Short
416 /503 14.46 21.17 23.70 39.13 1.09 9.36 20.37 19.32 18.07 -21.21 -20.21 21.48 16.62 0.84 1.04 0.73

NA NA 23 19 9 Citadel Tactical (Miami) * Jan-08
Quantitative 

Equity
1,600 / 53,700 8.88 20.30 20.24 21.55 25.75 9.36 22.09 18.53 21.21 N/A N/A N/A 1.77 2.60 N/A -0.04

11 15 22 15 10
Waha MENA Equity Fund SP 
(A) (Abu Dhabi, UAE)

Jan-14
Emerging  

Markets - MENA
734 / 1,300 6.60 19.70 14.07 32.80 12.80 10.45 19.62 16.90 16.00 -14.25 -14.25 10.40 9.80 1.70 1.70 0.20

BarclayHedge  Hedge  
Fund Index

NA -5.23 10.64 11.14 10.22 -8.22 4.37 3.98 3.35 7.60 -11.90 -24.09 8.12 7.16 0.25 0.79 0.91

S&P 500  
Total Return Index

NA -4.38 31.51 18.40 28.72 -18.14 16.89 7.65 9.43 11.48 -23.89 -50.95 18.53 15.29 0.44 0.49 1.00

2023 SURVEY OF THE MOST CONSISTENT PERFORMING HEDGE FUNDS†

 HISTORICAL RANKINGS †

Sharpe ratio was 1.47.  The 
market’s was 0.44, and the 
average hedge fund was 0.25.

The risk metric that in-
creased over time was the 
worst drawdown.  The Top 
50’s five-year number was 
-10.6%.  Since inception, it 
dropped to -14.7%. A factor 
that likely contributed to that 
higher number was that 40% 
of the funds were around for 

the 2008 financial crisis. 

So what is all this telling us?

Past performance doesn’t 
assure anything. But long-
term consistency can be a 
pretty good indicator of an 
effective and repeatable in-
vestment process. And when 
that process has delivered 
attractive gains regardless 
of what the market is doing, 
then maybe that’s something 

worth looking for.

This was the conclusion of a 
white paper I wrote with Ben 
Crawford, head of research 
at BarclayHedge, entitled 
Challenging Convention.  

Size
Another key finding of this 
survey is steady consistent 
performance comes in all 
fund sizes.  It’s not the exclu-

sive realm of the industry’s 
largest and best-known man-
agers.  

In fact, only a handful of that 
uber group actually made 
the survey.  The reason: once 
funds reach a certain size 
and celebrity, they can more 
easily attract investors. They 
are proven entities and pro-
vide allocators headline risk 
protection.  And this helps 

them sustain their investor 
base during times of volatility 
and lackluster performance.

That said, the survey in-
cludes large, venerable, 
consistently profitable funds.  
These include Citadel, D.E. 
Shaw, Millennium, Hudson 
Bay, Schonfeld, and Draw-
bridge. Their average fund 
size: $18.7 billion.

However, nearly half the 

funds in this year’s survey 
(23) were managing $1 billion 
or less as of December 
2022.  Their size was not re-
lated to their relative youth-
fulness.  Remember all funds 
need to be at least five years 
old to be considered for 
inclusion.  More than half of 
this subset—14—have been 
around for at least a decade.  

More than one-quarter of the 

Top 50, or 14, were managing 
$750 million or less.  And half 
of this number were also 10 
years of age or older.

Smaller funds have been 
regularly well represented in 
this survey.  After many years 
interviewing such managers 
(three of whom are profiled 
in this year’s survey), I've 
found one common driver 
of consistency: they enjoy a 

greater range of investment 
opportunities.

Unlike larger funds that need 
sizable investments to move 
their performance needles, 
smaller managers can target 
less well-known and under-
sized securities.  “Because 
we’re a smaller shop running 
several hundred million dol-
lars,” explains Shikha Gupta, 
portfolio manager of Astra 

† Ranked by trailing 5-year net annualized returns thru 2022. The Wall Street Journal published the 2018 ranking of the Top 60 funds: Eric Uhlfelder, "In 
Tough Times for Hedge Funds, These are the Ones that Stand Out," 5 May 2019. SALT commissioned the 2019 Survey of the Top 50 funds.  * All Citadel 
fund and firm assets are as of 1 January 2023.   >> These 1H23 Net Returns are only through May 2023.

** Brook Absolute Return Focus Fund includes $866M that are run separately as a UCITS with more than 90% of the same holdings as the hedge fund 
but with different weightings.  *** Voss has $416M strategy assets with $216M in the co-mingled fund.  NA = Performance data was not available or 
fund did not qualify for inclusion. 

https://www.backstopsolutions.com/hubfs/Allocators_Dilemma.pdf
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