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FOURTH QUARTER UPDATE: 2025 SURVEY OF THE TOP 50 HEDGE FUNDS

The Top 50 realized steady gains quarter-over-quarter ending 2025 up 11.2%, in line with the
group’s long-term annualized returns. The top four performing strategies accounting for nearly half
the group--macro, emerging markets, arbitrage, and multistrategy--collectively kept pace with the

market.

The three best-performing funds are again small experienced shops led by hedged-equity Peconic
Grandier (+44.8%), multistrategy Wexford Spectrum (39.2%), and EM Enko Africa Debt (35.7%).

The dozen credit and fixed income managers, the largest constituent strategy in the survey, howev-
er, weighed down the group’s returns with average gains of just 6.3%. As a result, the Top 50 trailed
the more volatile S&P 500 by nearly 7 percentage points, which had rallied 18% in 2025.

Fund data starts on page 9.

by Eric Uhlfelder
22 February 2026

DESPITE THEIR NEW-FOUND FAVOR,
HEDGE FUNDS TRAIL THE MARKET
FOR A THIRD STRAIGHT YEAR

Concentrated global equity exposure, high-net leverage, and sudden seismic events like the Supreme

Court’s ruling against the president’s tariffs should remind that current market and hedge fund exuberance

is fueling misplaced expectations that are focused on perpetuation of current trends rather than history.

Bloomberg recently high-
lighted a macro hedge fund
manager, Minal Bathwal, who
has now delivered 18 straight
profitable years. This news
has been celebrated across
financial websites.

Focusing on Asian markets,
this manager has side-
stepped multiple selloffs
which is key to delivering
consistent performance.

Global Investment Report

has argued consistency
should be the benchmark
against which investors
determine the value of paying
hefty fees and dealing with
restricted liquidity.

Until now, the media has paid
little attention to this metric,
which only a select number of
managers have delivered.

This new focus is welcome.

Last year, this report high-
lighted 11 funds that have

been consistently profitable
over at least the past dozen
years. More than half were
not household names. (See
table on pp. 25-26.)

At the same time, the press

is also taking note of how
hedge funds are increasingly
favored by institutional inves-
tors. These findings reported
by Goldman Sachs was the
basis of arecent front-page
Wall Street Journal headline:

“Investors Flock Back to
Hedge Funds.”

Thenin early February,
Bloomberg’s hedge fund guru
Nishant Kumar exclaimed,
hedge funds are hot.

Then what felt like a monkey
wrench being thrown into the
mix, Kumar quipped, “Good
luck in finding one,” suggest-
ing the most desirable funds
are closed to new investors.

All this marks a distinct turn

in the way financial journal-
ism has been covering the
industry. For years, many of
these same folks have been
focused on manager failure:
both real and imaginary.

The story gets muddled
further by the fact that the in-
dustry hasn’t really changed,;
just the perception of it. (See
chart on p.iii.)

Yes, Hedge Fund Research,
aleading database, has
reported net inflows grew in
2025 by a 2.3% and Goldman
Sachs expects allocators will
increase hedge fund expo-
sure this year. But going back
adecade, net flows have
been negative and since the
Great Recession, that num-
ber has been flat.

Since the bull market re-
sumed after the 2022 sell off,
BarclayHedge, another lead-
ing industry tracker, reports
broad fund performance

has been averaging around
10% annually. That’s about
as good as it has ever gotten
this century over any rolling
three-year period.

Inreporting comparable
returns, the French global
prime brokerage BNP Pa-
ribas’ 3-year average fund
correlation to the marketis
0.80. Last year alone, it was
0.90. Meanwhile, beta has
been falling to around 0.20.

Managers appear to be
getting nicked less when
markets sell off and rallying
more as they climb, perhaps
suggesting an evolving para-
digm where funds can better

sustain performance.

But paradoxically, we're also
seeing net exposure signifi-
cantly rising —a clear indi-
cator of risk. It's now above
80%. (See graph on p. vi.)

When asked to clarify, BNP
declined to comment.

Looking back five years

tells aless compelling story
with average fund gains of
6.4%. (BNP Paribas reports a
number closer to 8%.) Annual
market returns over thattime
exceeded 14.5%.

When shifting focus from
average to the most con-
sistent fund returns, Global
Investment Report's five-year
trailing returns of itsTop 50
funds through 2024 was
13.6%. (Updated data through
2025 will be available in the
spring.)

This lends further import on
finding the few managers that
focus on delivering consis-
tency.

Within this finite group, funds
fall into two universes: large
expensive managers that are
often returning capital and
whose recent performance
are shaping the positive nar-
rative; and well-established
lesser-known managers who
quietly continue to generate
consistent gains and are
accepting commitments.

This latter group’s smaller
asset sizeis oftenrelated to
idiosyncratic management
that doesn’t appeal to large
allocators and a correspond-
ing desire by such funds to
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Consolidated Top 50 Hedge Fund Performance
by Strategy YTD Thru December 2025

YTD 5-Year
No. of 2025 Net Sharpe Ratio
Funds Strategy* Returns  thru2024
3 Macro 28.66 1.76
7 Emerging Markets 15.30 1.07
5 Arbitrage ** 12.21 117
9 Multistrategy 11.88 2.18
9 Equity 10.74 1.43
12 Credit and Fixed Income 6.32 1.04
2 Municipal Credit 6.31 1.68
2 Event Driven 1.30 0.80
Top 50 Averages 1117 1.52
BarclayHedge Fund Index 12.55 0.44
S&P 500 Total Return 17.95 0.66

* The one fund that is not included is an asset-based loan strategy
** This category combines statistical, volatility, closed-end fund, convertible,

and merger strategies

Source: BarclayHedge and proprietary sources

intentionally limit capacity to
sustain performance.

The current media embrace
of the industry will fade when

large managers stumble,
which will again generate
headlines with the wrong
message.
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BREAKING
DOWN THE
TOP 50’S
PERFORMANCE

This select group delivered
steady performance across
2025. It broke even during a
volatile first quarter when the
market went south, was up
4% as of midyear, rallied an-
other 4% through September
30, and ended the year up
11.2%. That’s in line with the
group’s historical annualized
returns, which dates back 17
years.

Inside these numbers,
however, reveal significant
dispersion.

Top Performers

Peconic Grandier, both the
top-ranked fund and top
hedged equity manager, was
the year’s largest turnaround

ESTIMATED ANNUALNET ASSET FLOWS

$250

$200

$150

$100

Rl
o
o

“
o

[ PR
v LF | LR
1]
I
"_-I l s id
" | | pci
[m

Bt A Flowd [SER

($50)

($100)

($150)

($200)

S
peper kI 1
- 'L a3
1 I

story. The elder statesman of
the Top 50, which launched
backin 1986, transformed a
first-quarter loss of -20% and
ended the year up 44.8%.
That was the largest gain of
any fund in the Top 50.

A close second to Pecon-
iC’'s outsized returns was

the 39.2% gains of a small
West Palm Beach-based
multistrategy fund Wexford
Spectrum. Launched back
in 1997, the fund had its best
year in 2025. This little known
$800 million, 46th-ranked
fund far outpaced returns of
the large familiar multistrate-
gy names: D.E. Shaw Com-
posite (18.5%), Millennium
(10.4%), and Citadel Welling-
ton (10.2%).

Spectrum’s global value-ori-
ented unleveraged book
maintains about 400 posi-
tions across a half-a-dozen
Hedee Fund Ingd .":.7

L

FOURTH QUARTER UPDATE: 2025 SURVEY OF THE TOP 50 HEDGE FUNDS

strategies. Key drivers of

last year’s returns included
metals (especially gold and
gold miners), energy, and
emerging markets, where it
continues to build up Chinese
exposure.

The team remains construc-
tive towards energy, foreign
opportunities affected by
further US dollar weakening,
and firms benefitting from the
application of Al.

The 19th-ranked Enko Africa
Debt, profiled in the 2022
Survey, also delivered its
best year sinceitslaunch a
decade ago, having soared
nearly 37%. In that inter-
view, CIO Alain Nkontchou
explains his fund’s active
rotation helps generate
profits from small, inefficient,
and often illiquid hard- and
soft-currency continental
debt markets, ex South
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Africa.

Associate Director Nick
White notes that Enko’s
exceptional 2025 was driven
by “continued strong inflows
into African assets (especial-
ly local currency debt) that
fueled further yield compres-
sion and appreciation.” Gains
in sub-Saharan Africa and
Kenya were also material.

Last year’s performance will
elevate the fund’s rankingin
the 2026 survey as it be-
comes one of the industry’s
most consistent and profit-
able emerging market shops.

Struggling Funds

In 2024, Mudrick Distressed
produced a huge 4th quarter
turnaround to end the year up
32%. But the $4 billion fund
couldn'tdo the same in 2025
andended the year where it
stood after a tough first quar-
ter,down more than -24%.

Discussions withindividuals
familiar with the fund believe
pursuit of higher-risk and
higher-return idiosyncratic
credits may be behind the
fund’s increasing risk profile.
Thisis evident in the recent
rise in annual volatility. It had
averaged around 6.5in 2022
and 2023 and more recently
ran around 20 in 2024 and
2025, according to Barclay-
Hedge.

Two other funds that disap-
pointed last year were in the
top 10. While that sounds
unexpected, it’s actually not.

Perennially, the highest-rank-
ing funds are where the sur-
vey’s greatest turnover tends
to occur because funds with
the highest five-year annu-

alized returns (which deter-
mines ranking) typically have
received an outsized boost
during one of those years.

That kind of performance
suggests corresponding
susceptibility to significant
drawdown.

Cooper Creek, a hedged
equity fund that ranked No. 4
in each of the last two annual
surveys, struggled last year. It
sustained double-digit losses
throughout 2025 and closed
the year down -26.5%.

Since its inceptionin 2008,
this $1billion fund had regis-
tered annualized gains of 11%
through 2024. But its trailing
5-year numbers received a
huge boost in 2022 when the
fund soared 42%.

The 10th-ranked event driven
fund Beryl Capital cut into its
-25% first quarter 2025 loss,
ending the third quarter down
-14.5%. But it couldn’timprove
upon that and closed the year
off -15.3%.

The 8-year-old fund, which
was running $730 million at
the end of 2024, blew way
pastits average returns of
14.5% in 2021 when it gained
36%.

(The other event driven fund
that made the survey, 36th-
ranked Kite Lake Special Op-
portunities, delivered steady
quarter-over-quarter gains,
having ended 2025 up nearly
18%. This 15-year old, $2.5
billion fund never generated
outsized annual gains over
the preceding five years, with
returns having topped out at
14.4%in 2022.)
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BREAKING DOWN STRATEGY PERFORMANCE

Upside

BarclayHedge’s 2025 strategy data
revealed the largest performance disper-
sion we’ve seen in quite some time. (See
p. 6 for current and historic hedge fund
strategy performance.)

The four top-performing strategies out-
paced their 5- and 10-year returns, again
led by Emerging Markets managers, who
were collectively up 20%.

Equity Long-Bias managers, not surprising-
ly, delivered average gains of nearly 18%,
followed by Equity Long-Short managers
having rallied 14%.

Global Macro funds outpaced their trail-
ing historical returns in delivering gains of
12.4%.

Emerging markets have been attracting
capital due to increasing central bank fiscal
discipline across the space, which has
pushedup rates and increased spreads
over developed market economies.

They received a further boost last year
from a weakening US dollar, which David
Hauner, head of global emerging markets
fixed income strategy at Bank of America,
believes refocused foreign investor atten-
tion on EM’s improving fundamentals.

Investors searching to diversify beyond
high US valuations are also adding to de-
mand for EM equities and credits, especial-
ly local-currency debt.

Two of the Top 50’s EM funds fueled the
strategy’s performance. The aforemen-
tioned 19th-ranked Enko Africa Debt,
which has made the short list four years
running, delivered gains of nearly 37%.

Singapore-based FengHe Asia rallied
27.3%. The $4 billion hedged equity fund
has qualified for the survey over the past
five years. The 29th-ranked fund has ben-
efitted from significant net-long exposure
to large-cap information technology and in-
dustrials in China and related US securities.

Long-Short and Long-Bias Equities were
the next two top-performing strategies.

They were led by the 1st- and 2nd-ranked
funds: Peconic Grenadier and Anson In-
vestments. Both idiosyncratically-managed
funds thrived in the current risk-on environ-
ment with Peconic having risen nearly 45%
and Anson up over 21%.

Downside

Bringing up the rear were Distressed Secu-
rities (31%), Commodity Trading Advisors
(3.2%), Asset-Backed Securities (3.5%),
and Volatility Trading (4.6%).

Distressed Securities difficult year marked
a dramatic shift from a solid 2024 when the
strategy turnedin average gains of 12.2%,
the third strongest strategy that year.

The volatile performance of 28th-ranked
Mudrick Distressed, which was down
double-digits, echoed the challenges that
faced the strategy in 2025.

The 21st-ranked Millstreet Capital, like
Mudrick, targets sub-investment-grade
securities. It had made this survey every
year since 2019.

But unlike Mudrick, Millstreet, which hard-
closed in July at $4 billion, invests only in
public securities. Co-PM Craig Kelleher
explains that while there remains an abun-
dance of opportunities, “our scale allows us
to exert market influence, which helps us
lead restructurings, exchanges, recapital-
izations, and new issues.”

The fund gained 9.7% last year, several
percentage points below its historical an-
nualized rate of return. But that’s still good
enough to assure its continued listing in the
Top 50.

Commodity Trading Advisors continue
their long-term slump, which dates back
over adecade. No surprise that not one
made the Top 50.

The 32nd-ranked Bay Point Capital Part-
ners ll, the only Asset-Backed fund in the
survey rose 9.8%.

Caption Partners Il, the only ranked Volatil-
ity fund, rallied nearly 17%.


https://www.globalinvestmentreport.net/wp-content/uploads/2022/06/GIR-Article-2022-1H-final-v2.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2022/06/GIR-Article-2022-1H-final-v2.pdf
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FUND FOCUS UPDATE:
Sandglass Capital Advisors

After bumping around in the low single-digits
through the first three quarters of 2025, the 13th-
ranked emerging market credit strategy rallied in the
fourth quarter to end the year once again exceeding
its long-term historical average returns with gains of
12.3%.

Last year, when we asked PM Genna Lozovsky
whether the strategy could avoid mean reversion after
having achieved his biggest ever return of 40%, (the
highest across the Top 50 in 2024), he pointed to
characteristics that remain in place: active portfolio
rotation, rising volatility, asset performance disper-
sion, and positive growth prospects across emerging

markets. (See profile on pp. 5, 7.)
Also helpful: EM debt defaults are remaining low.

The strategy profited in 2025 from the successful
restructuring of Ukrainian warrants, Ecuadorian
sovereign debt, and a sub-Saharan miner convertible

bond.

A struggling Brazilian corporate debt restructuring
held back returns for part of the year. But it now
appears to be back on track.

Asked if the recent troubles in the high-yield private
credit space could affect emerging market debd, Lo-
zovsky said it was too early to tell.

“After a long boom, credit in any economy frequently
suffers from excesses due to malinvestments,” says Lo-
zovsky. “What really matters is not what’s happening
to certain PC firms, but whether underlying credit
conditions as a whole are deteriorating, which will
affect a far-ranging number of investments. We don’t
see that happening, yet.”

The manager is also watching the crypto sell-off.
“Again,” explains Lozovsky, “this event by itself
doesn’t directly hit EM debt. But whenever there is
a sustained wealth-effect event, it could reach across
multiple sectors.”

Sandglass recently announced a substantial new
commitment of $300 million from Moody Aldrich
Partners, a Boston-based private investment fiduciary
for family office and institutional investors. If fully
realized, that would boost firm assets by more than
one third.

FOURTH QUARTER UPDATE: 2025 SURVEY OF THE TOP 50 HEDGE FUNDS

fact sees that, “Global hold-
ings of US assets appear to
be materially increasing, with
Treasury holdings at an all
time high despite selling by
China and Brazil.”

RISKS AND
OPPORTUNITIES

Since this survey started
tracking market risks and
opportunities soon after
the pandemic hitin 2020,
it's beenrare to see wide-
spread positive sentiment
shared by both allocators
and managers.

At the same time, European
markets are expected to
build on their strong 2025
performance when the MSCI
Europe rallied past the S&P
500, up more 22% in euro
terms. Goldman Sachs ex-
pects the continent’s cyclical
improvement to be stronger
than last year as German
fiscal stimulus kicks in and
consumer spending rising

as income growth outpaces
inflation

Collectively, the largest
risks they see are US fo-
cused: high valuations and
heavy global exposure to
domestic shares, interest
rates and Fed indepen-
dence, geopolitical com-
bativeness, and tariffs. (See
introductory note on Linked
In.)

Still, the US continues to
deliver reasonable growth,
inflation more restrained
than most fear, and steady
demand for dollars and
related assets.

MEMCO’s Director of
Investments Justin Youngin

Last year, Asian markets
were up 21% in local cur-
rency terms, a trend that’s
been further charged by
Japanese Prime Minister
Takaichi Senae’s recent
mandate. This sent the Nikkei
torecord highs on the belief
that stable, pro-growth Jap-
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anese government policy,
including fiscal stimulus
and structural reforms, will
continue to fuel investor
confidence.

Leading the world in 2025,
the MSCI Emerging Market
index (in local currency
terms) delivered 31% gains.
Strong sentiment continues
to drive this space, sup-
ported by sustained central
bank fiscal discipline and
attractive yield spreads that
will likely attract more glob-
al capital seeking greater
diversification away from
higher-priced and lower
yielding markets.

This shift may get a boost
from additional US rate
cuts, which could further
weaken the dollar. A recent
Bank of America survey
found that fund manager
sentiment toward the dollar
is now at its lowest point in
more than adozen years.

Many observers feel all this
continues to bode well for
hedge funds.

Patrick Ghali, partner at

the London-based global
hedge fund consultancy
Sussex Partners, says,
hedge funds are enjoying
their best returns since the
1990s. And thisis triggering
greater allocator interest
into the asset class.

In seeking to diversify client
exposure, Sussex has reg-
ularly veered away from ma-
terial US exposure, instead
focusing more on Europe
and Asia, especially Japan
which the firm believes
offers the most differentiat-
ed opportunities for global

investors.

Cedric Dingens, head of
investment solutions at NS
Partners, the Swiss-based
$13 billion allocator, reported
its flagship fund of funds,
Haussmann, enjoyed its
strongest returns since the
pandemic, having rallied
more than 20% in 2025. That
followed gains of 10.3% in
2023 and 16.4% in 2024.

NS is continuing to lower

US exposure to reduce risk,
which is now down to nearly
half the firm’'s book, while
increasing investments to
Europe, whichis up t0 25%.
The firm’s Asiaweighting has
increased to 15%.

The World Bank’'s Mohamed
Farid, the head of hedge
fund allocation at the Wash-
ington-based IGO, has also
been pleased with his ac-
count’s recent performance.
“Given where current growth,
inflation and interest rates
are now,” says Farid, “hedge
funds are inagood place to
continue to profit from dis-
persion in both equities and
various central bank mone-
tary policies.”

But he’s concerned that the
US administration’s push
for lower interest rates may
not be helpful. “Until data
supports such a shift,” says
Farid, “further loosening of
monetary policy could be
counterproductive.”

Citadel’s Ken Griffin agrees
and also sees a portion of
the administration’s current
immigration policy as infla-
tionary while “potentially
losing us access to the best
and brightest minds of the
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world.”

While sanguine about near-
term economic and market
conditions, MEMCO'’s Justin
Young sees the largest risks
to equities being the very
high level of allocation to this
asset class by retail, hedge
fund, and institutional inves-
tors.

The most cautious voice has
come from veteran alterna-
tive investor Pierre de Saab,
now CIO of Swiss-based
alternative firm Convexa.
Despite the array of posi-
tive trends and signals, de
Saab believes that a market
retrenchment would not be
unexpected after a multi-
year rally.

Such a sell-off could be
fueled by various system-

ic risks that so far haven't
slowed the market. These
includes the familiar sus-
pects: soaring global debt,
overly optimistic valuations,
and extremely narrow credit

spreads that discount default
risk.

Investors have recently been
reminded that Cryptois an
extraordinarily volatile asset.
The dramatic sell off will have
knock-on effects well be-
yond the currency itself.

Then there is the massive
capital spending going into
all things Al, much of which
will prove imprudent, and
will likely lead to significant
dislocation regardless of
efficiency gains.

Sussex’s Ghali fears the 2nd-
and 3rd-order effects of Al
and Crypto volatility coming
from sharp price declines
could lead to deleveraging
and unwinding of unrelated
investments.

“While hedge fund managers
can benefit from such volatil-
ity,” explains de Saab, “rallies
inevitably weaken, fueling
uncertainty and then fear
which then can send markets
and funds tumbling.” =




GLOBAL INVESTMENT REPORT

22ND ANNUAL EDITION

THIRD QUARTER UPDATE: 2025 SURVEY OF THE TOP 50 HEDGE FUNDS

Since the spring selloff triggered by President Trump’s imposition of tariffs, a strong rally has gener-
ated year-to-date returns of 15% through the third quarter.

The Top 50 hedge funds saw mid-year gains having doubled to 8% by the end of September. Mac-
ro managers led the pack, surging by more than 11%, followed by multistrategy funds which collec-
tively rose 10.7%. Emerging market funds continued their strong run, up by more than 10.5%.

Individually, the top performing funds in the 50 were again dominated by smaller managers. This
group includes the No. 1-ranked Peconic Grenadier, a $1.3 billion hedged equity shop, which was up
YTD 34.5%. The $600 million 46th-ranked multistrat Wexford Spectrum gained 33.1%. Magnetar
Constellation, the $1.9 billion 35th-ranked fixed-income specialist, added 30.8%. And the 19th-
ranked $754 million Enko Africa Debt fund rallied 25.4%.

Fund data starts on page 9.

by Eric Uhlfelder
15 November 2025

A TALE OF TWO CITIES

Markets are near record highs, mergers and profits are surgingon the back of tax cuts,
and hedge fund assets have hit a record $5 trillion. These trends weren’t enough from
keeping the federal government fromreaching a new level of dysfunction with the lon-

gest ever shutdown despite one party controlling all three branches of government.

Missing was any effort to compromise. At the same time, a Supreme Court that has been
supportive of administration policies may upend President Trump’s signature tariff pol-
icy, potentially triggering more uncertainty, volatility, and deficits —which would further

heighten risks and opportunities for hedge funds.

“It was the best of times, it
was the worst of times, it was
the age of wisdom, it was the
age of foolishness, it was the
epoch of belief, it was the
epoch of incredulity, it was
the season of Light, it was the
season of Darkness.”

Charles Dickens’ opening
line to his novel about the
French Revolution timelessly
summed up the contrast of
great fortune and privation
that was Paris toward the end
of the 18th century.

Today, the current light has

been arelentless bull market
that dismisses domestic and
global challenges. Even the
selloff triggered by Pres-
ident Trump’s April tariff
announcement couldn’t derail
it for long. The market ended
September up nearly 15%,

just about where it stood in
early November as we went
to press.

The BarclayHedge broad
index of hedge funds has also
enjoyed a strong run, having
more than doubled between
the end of the 2nd and 3rd

quarters, ending the period
up 10.6%. The benchmark
is on pace to deliver its best
year since 20009.

This suggests the index’s
high 5-year correlation to the
market, which stood at 0.91
as of the end of 2024, is likely
extant.

The far less correlated Top
50 (0.32) appreciated from
mid-year levels of 3.9% to 8%
as of September 30th.

The combination of the three-
year old market rally and
investor push for alternatives
has propelled hedge fund
assets to reach $5 trillioniin
October.

According to data fromthe
fund tracking firm HFR, asset
growth was fueled in the last
quarter by over $238 billionin
gains and another $34 billion
in net new investments. Ken
Heinz, president of HFR, said
this recent quarterly flow was
the largest the industry has
seen since fall 2007.

Industry flows are also
getting aboost from new
fund launches, a number

of which were especially
well endowed, according to
Luke Hinshlewood, manag-
ing director at Middlemark
Partners, an alternative
investment advisory. Given
high valuations and rising
uncertainty, Hinshlewood
also thinks flows are benefit-
ting from demand for more
liquid alternatives, which
private credit and equity can’t
provide.

On the darker side, Chief
Global Strategist at J.P.
Morgan Asset Management
David Kelly saw the shutdown
having contributed to an
economic data void for over
amonth. This undoubtedly
made it harder for econo-
mists, policy makers, and in-
vestors “to assess where the
U.S. economy is and where it
is heading,” says Kelly.

The shutdown also cut pas-
senger and cargo air travel,
whichin turn affected a wide
range of ancillary businesses
dependent on the seamless
movement of passengers and
goods around the country
and the world.

The Financial Times reported
that federal consultants and
IT contractors, “have been
tapping debt markets for
emergency cash, cutting ex-
ecutive pay and putting staff
onunpaid leave.”

Potentially, the most sig-
nificant effect related to

the shutdown could fall

on monetary policy. John
Williams, president of the
Federal Reserve Bank in New
York, recently discussed
impacts on the least well-off
members of society. They're
getting exaggerated by

tax cuts having been made
permanent, largely benefit-
ting the wealthy, and cuts

to health, human services,
housing and food assistance
that disproportionally hurt
poorer households. Williams
believes collectively these
events could end up forcing
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Consolidated Top 50 Hedge Fund
Performance YTD Thru September 2025

No. of
Funds Strategy*

3 Macro

9 Multistrategy

7 Emerging Markets
5 Arbitrage **

9 Equity

12 Credit & Fixed Income ***

N

Municipal Credit
2 Event Driven

Top 50 Averages

BarclayHedge Fund Index
S&P 500 Total Return

YTD 5-Year

2025 Net Sharpe Ratio

Returns thru 2024
11.05 1.76
10.72 218
10.52 1.07
8.39 117
7.22 1.43
5.92 1.04
5.76 1.68
0.37 0.80
8.01 1.52
10.59 0.44
14.83 0.66

*The one fund that is not included is an asset-based loan strategy
** This category combines statistical, volatility, closed-end fund, convertible,

and merger strategies

*** Drawbridge Special Opportunities returns are through August.
Source: BarclayHedge and proprietary sources

the Fed to cut rates when
macro conditions suggest a
need to sustain them.

Reopening of the government

will not address the systemic
political and socioeconomic
problems that were partially
behind the shutdown, issues
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that will likely grow more ma-
terial as budget cuts collide
with rising prices, unemploy-
ment, and pending Supreme
Courtrulings.

THE TOP 50

The Top 50 has continued

its steady performance, from
breaking even during the first
quarter (when the market
was down more than -4%), to
a 4% gain as of midyear, and
ending the third quarter up
8% gain. But within the group,
funds have revealed signifi-
cant dispersion.

Top Performers

The largest upside surprise
continues to be the out-
sized returns of a diversified
fixed-income manager.
Magnetar Constellation, the
35th-ranked fund, held onto
most of its mid-year gains,
up 31%. Driving performance
has beenits convertible
note exposure to Wall Street
darling and Nvidia partner
CoreWeave. The fund report-
edly owns nearly a third of
CoreWeave.

In contrast, the average credit
and fixed income manager
reporting to BarclayHedge
was up 4.3% through Sep-
tember.

Top-ranked Peconic Grandi-
er, the leading hedged equity
manager, remains the larg-
est turnaround story. The
elder statesman of the Top
50, launched back in 1986,
transformed a first-quarter
loss of -20% to a nine-month
gain of 34.5%. That was the
largest return of any fundin
the Top 50.

A close second to Peconic’s
outsized returns was the 33%
gains of a Connecticut-based
multistrategy fund. Wexford
Spectrum, the little known
$612 million, 46th-ranked
fund, far outpaced the large
familiar names: Citadel Wel-
lington (5%), Millennium (6%),
and D.E. Shaw Composite
(11.6%).

Struggling Funds

The Top 50’s largest down-
side surprise is the high vol-
atility of perennially-ranked
Mudrick Distressed.

The $4 billion credit manag-
er, that was launched back

in 2009 and secured a 28th
ranking in this year’s survey,
ended the first quarter down
awhopping -25%. By the end
of June, it had pared back its
losses by half. But through
September, fund losses again
broke below -20% mark.

(Jason Mudrick was profiled
in last year’s survey but was
unavailable for comment.)

Discussions with individuals
familiar with the fund suggest
that pursuit of higher-risk and
higher-return idiosyncratic
credits and converted equity
may be behind the fund’s
increasing risk profile. This

is evidentin the recentrise

in annual volatility which had
averaged around 6.5in 2022
and 2023 and is on pace

to average 20in 2024 and
2025, according to Barclay-
Hedge.

Two other funds were down
significantly, each ranked
within the top 10. While
sounding unexpected, it’s
actually not.
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Perennially, the highest-rank-
ing funds are where the sur-
vey’s greatest turnover tends
to be because these manag-
ers’ high five-year annualized
returns typically have gotten
an outsized boost during one
of those years. That kind of
hyper-performance suggests
funds that could be prone to
significant drawdowns.

Cooper Creek, a hedged
equity fund that has ranked
No. 4 in each of the last two
annual surveys, has struggled
in 2025. It has been down
double-digits throughout

the year and ended the third
quarter off -16.6%.

Since its inceptionin 2008
through 2024, the fund had
realized annualized gains

of 11%. But its 42% gainin
2022 was a driver of Cooper
Creek’s high ranking.

The 10th-ranked event driven
fund Beryl Capital has cut
intoits -25% first quarter loss,
ending the third quarter down
-14.5%. The 7.5-year-old
manager, that’s running $730
million, blew past its average
returns of 14.5%% in 2021
when it soared 36%.

BROAD
STRATEGIES

Upside

As Global Investment Re-
port has been reporting for
several years, emerging
market funds in general have
continued their strong per-
formance. The strategy was
up by more than 17% over the
first nine months of the year,
according to BarclayHedge.
(For current and historic

hedge fund strategy perfor-
mance, turn to the table on
p.6.)

The returns of the seven
emerging market fundsin
the Top 50 are collectively
up 10.5% through the third
quarter.

The MSCI benchmark index
of EM stocks gained 28%
while local currency EM
government bonds were up
16% during this time. Both
assets have been benefitting
from a weakening dollar. (See
graphs below.)

The head of emerging
markets credit research at
S&P Global Ratings, Zahabia
Gupta, reported that investor
demand for high-yield paper
has fueled arecord issuance
of $268 billion in local curren-
cy government bonds. Credit
rerating is also boosting de-

mand, valuations, and returns.

According to Oliver Harvey,
managing director and head
of EM foreign exchange
research at Deutsche Bank,
developing market local
currencies have, “enjoyed the
strongest first three quar-
ters of the year since 2010

as measured by a Deutsche
Bank composite index. An
equally-weighted basket of
such currenciesis up 12.7 per
cent against the dollar.”

Harvey also sees EM bene-
fitting from investors’ re-
ducing their substantial US
exposure, attracted by many
EM countries pursuing more
responsible fiscal policies.

Two of the Top 50’s EM funds
dominated the strategy’s
performance.

Enko Africa Debt, which was
profiled in the 2022 Survey
and has made the short list
four years running, delivered
YTD gains of 25.4% for many
of the reasons just described.

Nick White, an associ-

ate director at the 19th-
ranked fund, explained that
third-quarter double-digit
returns, “were supported by
continued strong inflows into
African assets (especially
local currency) leading to
further yield compression.”
He noted gains were most
noteworthy in sub-Saharan
Africa and Kenya.

Singapore-based FengHe
Asia produced comparable
returns with gains of nearly
24% through September. The
$4 billion hedged equity fund
has seenits assets steadily
rise over the five trailing years
inwhichit has qualified for
this survey.

The 29th-ranked fund has ral-
lied on net exposure to large-
cap information technology
and industrials in China and
related US securities.

Broad equity funds—Long
Bias and Long-Short—were
the next two top-performing
strategies led by the 1st- and
2nd-ranked funds: Peconic
Grenadier and Anson Invest-
ments.

Both idiosyncratically man-
aged funds have thrived in
the current risk-on environ-
ment with Peconic having
risen 34.5% and Anson up
14%.

Downside

Commodity Trading Advisors
have barely registered gains
through the first nine months
of the year. They're continu-
ing their long-term sluggish
performance, which accord-
ing to BarclayHedge, dates
backover adecade.

No CTA made the Top 50.

Distressed Securities are
also having a difficult year,
registering collective gains of

just 2.5% through September,

marking a dramatic shift from
a solid 2024 when the strate-
gy turnedin average gains of
12.2%.
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The 28th-ranked Mudrick
Distressed fund, while far
more volatile than the index,
reflects some of the challeng-
es facing the industry. The
fund ended the third quarter
down by more than -21%.

The 21st-ranked Millstreet
Capital also targets sub-in-
vestment-grade securities
and has also made the survey
since 2019 when the current
methodology was adopted.
(See pp. 25-26 for alist of all
11 funds that also delivered
comparable consistancy.)

Though hard-closed in July at
$4 billion, Millstreet’s co-PM
Craig Kelleher explains that
there remains an abundance
of opportunities and his
fund’s scale increases “our
market influence, positioning
us to lead restructurings,
exchanges, recapitalizations,
and new issues.”

With the exception of the
tariff-related hiccup in April,
Kelleher described 2025 as a
relatively quiet year with the
fund having steadily regis-
tered gains. The fund ended

Emerging market stocks outperform in 2025
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September up 6.9%.

RISKS AND
OPPORTUNITIES

Many Wall Street brokerages
are maintaining their san-
guine outlook for the econ-
omy and market over the
coming year on the back of
strong corporate earnings.

According to Howard Silver-
blatt, senior index analyst

at S&P Dow Jones Indices,
both operating and reported
earnings are significantly
rising since their first quarter
decline.

With more than 81% of the
S&P 500 reporting, Silver-
blatt found operating earn-
ings jumped from $57.51in
March to over $73 as of the
end of September. Reported
earnings are tracking a similar
trajectory.

“So far, concerns that tariffs,
trade wars, inflation, and
persistent higher interest
rates could weigh on the
economy are not showing up
in our data,” observes Silver-
blatt, “and Congress’ decision
to make President Trump’s
2017 tax cuts permanent has
boosted earnings, atrend
thatis likely to continue well
into next year.”

Rich valuations and plenty of
uncertainty, however, have a
number of industry experts
anticipating a correction.

Morgan Stanley CEO Ted
Pick and Goldman Sachs
CEOQO David Solomon think
the S&P could sell off by up to
20% over the next 24 months.

Though many investors are
betting Al efficiency gains will
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support growth expectations,
Morgan Stanley’s CIO Lisa
Shallet says it’s only “even
odds” whether or not Al “im-
plementation may take longer
than hoped for.” She’s also
concerned that productivity
gains may be limited to a few
very large companies.

Citing the Warren Buffett
indicator (see chart below)
that contrasts total equity
market capitalization with the
US GDP, Apollo’s chief econ-
omist Torsten Slgk sees the
S&P at historically extreme
levels.

With the indicator currently
at 200%, Buffett believes in-
vestors are "playing with fire."
The last time it was this high
was in late 2021.

Does this matter?

Note that before the Tech
Wreck struck in 2000, the
indicator touched 150%; and
when the 2008 financial cri-
sis struck, it had just broken
100%.

While acknowledging valu-
ations are well above aver-
age, UBS CIO Mark Haefele

doesn’t believe the market
will correct based only on
this single metric. He feels
that current valuations are
supported by higher growth
rates and multiples of sectors
like IT.

“Results from the current
earnings season have been
solid,” noted Haefele, “with
both the breadth and magni-
tude of earnings beats so far
exceeding historical aver-
ages.” UBS forecasts S&P
500 earnings per share to
grow 10% this year and 7.5%
growth next year.

One systemic risk that
concerns Colm Kelleher,
chairman of UBS, is insur-
ance companies’ significant
exposure to private credit.

He fears the lack of effective
regulation and the reliance on
lenient agency credit ratings
are underestimating capital
and liquidity risks and helping
tojustify investmentsin these
higher yielding vehicles.

A veteran hedge fund ana-
lyst at a major Texas public
pension fund, who spoke off
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the record, sees comparable
risks facing banks lending

to non-depository financial
institutions (significantly
populated by private credit),
which has surged by 300%
over the past decade.

He says if private credit be-
gins to default, “these funds
will then draw on bank credit
lines therefore creating a po-
tential liquidity feedback loop
where if one stumbles, both
feel the pain.”

The IMF has also highlighted
this risk, reporting that US
and European banks have
$4.5 trillion exposure to
hedge funds, private credit
groups and other non-bank
financial institutions. On av-
erage, that's about 9 per cent
of loan books, an amount
that's comparable to banks’
tier-one capital.

How is all of this affecting
allocators?

MEMCQO'’s Justin Young,
thisyear’s feature interview,
remains sanguine about the
near-term outlook. See his
fullupdated thoughts on p. vi.

He cites real GDP estimates

are now tracking near 4%,
supported by surging Capex
and accelerated depreciation
that’s providing a massive
tailwind for households and
business next year. With the
support of Al and wealthy
household spending, he’s not
seeing a slowdown that had
previously concerned him
back in May.

He also cites, “supportive
monetary and fiscal moves
with central banks lowering
interest rates coupled with
US tax-cut stimulus and Chi-
nese and German spending
packages providing addition-
al demand support.”

Perennially cautious, Sus-
sex Partners’ Patrick Ghali
admits, “it's hard to argue with
growing market optimism
that has followed the tariff
hiccup.” The firm is pushing
up its formerly neutral equity
market to slightly netlong.

Sussexremains mindful of
clear risks which markets
have been ignoring for quite
some time. These include
US tariff uncertainty, the Al
boom, and credit spreads

Buffett Indicator: US Market Cap/GDP

20 Avg ratio 124.74

'ill #200%

.-”r"f 150%

1\

i
" A

]

: o e
Ir" .“‘-\.-u-nl‘-\., '*"-.-""H '.._.-""',

1980 1990 2000

FII_-"'-""‘P;E' .;u"ro-dllm o 7278 100%
! 50%

0%
2010 2020

Interactive Charts. Oct. 12025, 18:0 UTC. Powered by GuruFocus.com

that he feels are not correctly
pricing risk. And he’s in-
creasingly concerned about
private credit.

Ghali thinks the impact of di-
minishing underwriting stan-
dards could get compounded
by increasing private credit
lending to private equity. “I'm
not seeing a great deal of
transparency in both spaces
which makes it more difficult
to discern evolving difficul-
ties,” says Ghali.

Anthony Novara, partner

and research director at the
$373 billion Chicago-based
Fiducient Advisors, agrees
with Ghali, seeing that riskier
and wider credit spreads are
masked behind more opaque
private credit holdings.

Novararemains concerned
about index concentration,
which he thinks is typically
a sign of the market beingin
the later-stage of aninvest-
ment cycle, along with clear
evidence of Al and crypto
bubbles.

While Novara is maintaining
his heavy North American
weighting, he’s increasing
European credit and Asian
multistrategy exposure.

Along-time proponent of
Asian exposure, especially
Japanese, Ghali says the firm
is now considering the addi-
tion of hedged equity Chi-
nese exposure. “This could
be achieved with the help of
knowledgeable local man-
agers,” Ghali explains. But
he admits China’s regulatory
framework is not particularly
transparent and introduces
its own set of risks. =
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JUSTIN YOUNG: 3Q25 INTERVIEW UPDATE

12 November 2025

The gap between tariff fears and economic reality has been the main story of
2025.

When we spoke earlier this year, uncertainty dominated. CEO and household
surveys showed significant unease, volatility was elevated, and the path forward
felt murky.

Six months later, the picture has clarified and markets were proven right to look
past the headline noise as they quickly refocused on what has been happening.

Al has exceeded even optimistic expectations, tax cuts and global monetary
easing are providing support, and Trump's willingness to calibrate tariff policy has
kept the market impacts manageable.

Margins have held up, tariff cost pass-throughs were partial and manageable,
supply chains proved more adaptable than models predicted. Larger corporate
earnings stayed solid.

As we expected, Trump has walked back some of the more aggressive rhetoric.
Administration adjustments, carve-outs, and recalibrations that were more trial
and errorthan what markets are accustomed to meant that the government was
watehing and responding to market reaction.

Earlier this year, investors weren't paying enough attention to what could lift
sentiment and earnings. These had included the tax plan that’s supporting cash
flows, global monetary easing that’s improving financial conditions, and Al-driven
productivity gains.

Tariff levels landed roughly where | outlined in May--lower rates for Canada and
Mexico, around 10% for most countries, but substantially higher for China.

These achievements have supported equity valuations and balance sheets of
households with assets as aggregate consumption has held up.

Real GDP estimates are now tracking near 4% with accelerated depreciation
providing a massive tailwind for households and business next year. With the
support of Al and wealthy household spending continuing, we're not seeing the
slowdown | was concerned about in May.

Surging Capex has materially pushed up GDP growth rates while accompanying
labor market softening is giving the Fed room to ease without the inflation pres-
sure associated with strong growth.

Global central banks are moving in sync, with coordinated easing supporting fi-
nancial conditions worldwide. At the same time, US tax-cut stimulus and Chinese
and German spending packages are providing additional demand support.

Cracks do remain and I'm monitoring them. Weaker companies are hurting, job
losses are accelerating, and lower income households continue to struggle as
COVID-era stimulus runs out. Related credit issues have contributed to failures
of First Brands and Tricolor. Resumption of student loans and the loss of ACA
premium subsidies will further weigh on the bottom half.

Without housing or equity wealth to cushion them, these households are facing
pressure that the aggregate data masks.

But neither these weaknesses nor the government shutdown have proven large
enough to derail the broader economy.
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FIRST HALF UPDATE: 2025 SURVEY OF THE TOP 50 HEDGE FUNDS

A volatile ride initially sent the S&P 500 down -4.3% through March and then up net 6.2% as
of June. Through August, the benchmark had gained nearly 11% for the year, outpacing most

hedge funds.

In contrast, the Top 50 continues its steady performance. Flat through the difficult first quarter
when it significantly outpaced stocks, the 50 turned in a half-year gain of nearly 4%.

This elite shortlist of the most consistent funds has been led by global macro, multistrategy,
emerging market, and credit/fixed-income strategies. These 31 managers have collectively de-
livered gains of 5.2 percentage points through June, led unexpectedly by a diversified fixed-in-

come shop. The 35th-ranked fund, Magnetar Constellation, soared 36%.

The second-best return was turned in by the No. 1-ranked Peconic Grenadier, a hedged equity
manager whose fortunes swung from a 1Q double-digit loss to a 21% gain through June.

Fund data starts on page 9.

by Eric Uhlfelder
8 September 2025

A REMARKABLE RALLY AS WE
FURTHER VEER OFF AXIS

A soaring market appears to be driven more from relief that tariffs are coming in lower
than feared, rather than from enhanced earnings, macro news, and policies that collec-

tively don’t sync with current valuations.

As | was finalizing this belated
mid-year update, a pretty big
news story broke, remind-

ing us that China, India, and
Russia are again looking to
establish a free-trade block
that could include a number
of countries disaffected by
US trade policies.

Always a long shot for many
reasons, this time the com-
bination of high tariffs and

sanctions may lend more
traction to the effort. The
geopolitical advantages are
tempting.

Such a potent trading block
could create new uncertain-
ties and unexpected allianc-
es affecting global trade,
reminding US policy makers
that for every major action

it pursues, there’s often an

equal and opposite reaction.

In July, I had discussed the
shift in foreign perception

of the US, having quipped
that “Things Change.” But
the degree and speedin
which this change is occur-
ring is remarkable. And it’s
worth noting: global financial
markets typically are slow to
react to such shifts. More on
this below.

Since the Liberation Day

selloff sent the market tum-
bling more than -15% for the
year, we've seen the S&P 500
roar back by more than 25%
through August.

While earnings are expected
torise, says Oaktree’s How-
ard Marks, he sees stock
prices having accelerated at
an even greater pace. Marks
thinks U.S. stocks appear
even less appealing today

than they were in December.
“‘Eventhen,” he recalls, “that
wasn’t great.”

Market skepticism may also
be fueled by the continued
shallowness of the current
rally. According to Howard
Silverblatt, senior index
analyst at S&P Dow Jones In-
dices, the Magnificent 7 was
up 39% for the year through
August 13. The 493 other
stocks making up the S&P
500 were up 6.6%.

Sentimentisn’'t helped by

a Yale Budget Lab August
report that says, “consumers
are facing an overall average
effective tariff rate of 18.6%.”
That may be well below what
many feared back in April. But
that number is the highest
since 1933; which contribut-
edto a devolving economy.

Tariffs were at least partially
behind the unexpected July
surge in the Producer Price
Index, which increased 0.9%
while retail and wholesale
margins rose 2%.

This keeps the Fed awkward-
ly placed, seeing job growth
slow but prices rise as the
effects of tariffs start to kick
in. The White House’s daily
jaw-boning about the Fed
and it's membersisn’t helping
matters.

Despite all the news flooding
our screens, the event that
truly caught my attention was
the administration’s decision
to become a major equity
stake holderinalegacy US
brand.

A Wall Street Journal head-
line: “Trump, Intel Agree to
10% U.S. Stake as President
Promises More Deals.”

That followed the Pentagon’s
decision not only to take a
15% stake in the large do-
mestic miner of rare earths
MP Materials, but to provide
price guarantees for MP, re-
gardless of what commodity
markets are demanding.

The New York Times took
adeeper look: Corporate
America’s Newest Activist
Investor:Donald Trump:

“Activist” may not be the right
adjective, and | don't think the
news should be overhyped.
But it shouldn’t be dismissed,
either.

The Trump Administration is
taking a more aggressive and
transactional approachin
how anincreasingly number
of businesses are run. Fur-
ther, just the fear of being a
target is affecting how many
companies are approaching
their decision making.

Kai Liekefett, co-chairman

of the corporate defense
practice at the law firm Sidley
Austin, told the Times that,
“Virtually every company l've
talked to whichis aregular
recipient of subsidies or
grants from the government
is concerned about this right
now.”

It's unlikely that the US gov-
ernment is going on a buying
spree. Still, the administration
isn't well known for parsing
details before acting.
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Consolidated Top 50 Hedge Fund
Performance By Strategy Thru June 2025

1H2025  S-Year
No. of Net Sharpe Ratio
Funds Strategy* Returns  thru2024
3 Macro 5.83 1.76
9 Multistrategy 5.62 218
7 Emerging Markets 4.67 1.07
12 Credit and Fixed Income 4.67 1.04
5 Arbitrage ** 3.88 117
9 Equity 2.70 1.43
2 Municipal Credit 1.90 1.68
2 Event Driven -6.29 0.80
Top 50 Averages 3.92 1.46
BarclayHedge Fund Index 5.07 0.44
S&P 500 Total Return 6.20 0.66

*The one fund that is not included is an asset-based loan strategy
** This category combines statistical, volatility, closed-end fund, convertible,

and merger strategies

Source: BarclayHedge and proprietary sources

So, let’s think for a moment
how a minority government
stake in Intel could affect the
way certain federal agencies
interact with the firm. As a

guide, consider how Wash-
ington is affecting the way
anumber of universities are
being run.
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« Might the US favor Intel
over superior bids on gov-
ernment contracts?

» Willthe government lay
claimto Intel’'s earnings
stream?

» Willit getinvolvedin
dividend and stock buyback
policy?

» Willit shape hiring practic-
es or the composition of the
board of directors?

» Will the Department of
Justice intervene to protect
Intel’s interests, especially
when involving acquisitions
or takeovers?

» How will the SEC respond
to dubious corporate activ-
ity?

* How aggressively will the
IRS audit Intel's tax returns?

Things can get complicated
very quickly.

Whether coming from trea-
sury shares or a new limited
offering, government owner-
ship will also likely dilute cor-
porate earnings, whichisn'tin
shareholders’ interest.

More to the point, US share
ownership wasn't the pur-
pose of monies designated
to Intel by the 2022 CHIPS
and Science Act. Instead of
relying on tariffs to shape
business decisions, the Biden
Administration delivered leg-
islation that relied on grants
to promote more on-shoring
of critical microchip produc-
tion.

The reason: there was clear
evidence that pandemic-re-
lated supply chain disruptions
slowed economic recovery.
The government wasn't
seeking long-term leverage
over corporations, which
could be what this adminis-
tration wants. Consider the
proposed 15% export taxes
the administration plans on
levying on Nvidia and Ad-
vanced Micro Devices sales
to China.

Bottom line: Past government
interventions have usually
sought to stave off existen-
tial threats to key industries
that have been triggered by
unavoidable external factors.
And it often required compa-
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nies to pay back such assis-
tance—not to offer equity in
exchange for it.

Further, this extraordinary
aid, which Intel doesn’'t need
after receiving a $2 billion
infusion from Softbank, isn’t
typically rewarded for poor
management decisions,
which has hobbled the chip
maker.

This actionresurrects a risk
we haven't heard much about
since the financial crisis:
moral hazard, not just regard-
ing lax corporate decision
making, but alsointhe way in
which the government sees
its place in corporate man-
agement.

How does this relate to hedge
funds?

It's another example of how
the administration is exerting
more influence on how our
economy and markets work.
In doing so,it's adding invest-
ment risks and'opportunities,
which proven active manag-
ers may be able to hedge and
exploit.

While too self-serving to be
considered independent
affirmation of this point, the
BlackRock Investment Insti-
tute just advised institutional
investors to now hold up to
five percent of their assetsin
hedge fundsinresponse to
rising uncertainty and market
risk. Thisis the largest hedge
fund allocation the Institute
has ever recommended..

THE TOP 50

This group continued its
steady positive performance
ending the first six months up
nearly 4 percent. While 2.2

percentage points behind the
market, the 50 provided a far
less volatile ride as the mar-
ket fell by a net of 11% during
the second quarter.

Managers within the 50 did
show significant dispersion.
These outliers reveal the val-
ue of looking beyond familiar
names.

Top Performers

The biggest upside surprise
was the outsized returns of
adiversified fixed-income
manager. Magnetar Con-
stellation, the 35th-ranked
fund, gained a whopping
36%, which was generated
in the final two-months of the
first-half.

That'’s certainly not exem-
plary of how consistent
performers behave,Several
allocators have attributed this
gain to the firm’'s exposure to
Al cloud service provider and
current Wall Street darling
CoreWeave, which the man-
agerwas an early lender.

According to aMay 13
PitchBook article by Michael
Bodley, “Magnetar has invest-
ed hundreds of millions of
dollarsinto CoreWeave via
debt and equity financing,
often via convertible notes.
Magnetar now owns about
30% of CoreWeave’s com-
mon stock.”

Besides these extraordinary
monthly returns, why is this
investment such an outlier?

Bodley explains, “Magnetar
has rarely, if ever, built up as
large an investment stake as
it has in CoreWeave, accord-
ing to people familiar with
the firm.” This is certainly

not arepeatable investment
process.

If Magnetar can lock in these
gains, it would represent
more than three times its
historical annualized rate of
return since the fund’s launch
in 2007.

In contrast, the average credit
and fixed income manager
reporting to BarclayHedge
was up less than 3.5% during
the first six months of the
year.

Top-ranked Peconic Grandi-
er had the largest turnaround
over the first two quarters.
The elder statesman of the
Top 50, which launched back
in 1986, transformeda -20%
loss into a 21% mid-year gain.

The $1.3 billion fund did not
respond to requests for com-
ments. Butit'snot a stretch to
imagine that Peconic’s CIO,
William Harnisch, an old-fash-
ioned long-short stock picker,
saw his portfolio smacked

by the uncertainty surround-
ing the first few months of
Trump’s second term and de-
cided to hold tight, perhaps
adding to some beaten down
positions.

The third best performing
fundin this year’s survey was
Wexford Spectrum. This little
known $612 million, 46th-
ranked multistrategy fund
soared 17.7% through June,
far outpacing Citadel Wel-
lington, Millennium, and D.E.
Shaw Composite.

Struggling Funds

The 10th-ranked event driven
fund, Beryl Capital found no
relief after getting smacked
during the first quarter. The

7.5-year-old manager that’s
running $730 million had gen-
erated average annualized
gains of 14.5% through 2024.
But it barely improved upon
its first quarter loss of -24.6%,
having ended the first half still
down -23%.

Mudrick Distressed, a peren-
nialmember of the Top 50,
had an even worse start to
the year, being down by more
than 25% through March.
The 28th-ranked distressed
credit manager, which has
delivered annualized gains

of 11.3% since its launchin

2009, did cutits losses in half,

ending June down -12.7%.

This volatile performance has
increasingly characterized
Mudrick’s returns over the
past several years. (While
Global Investment Report
profiled the fundin last year’s
survey, the manager was
unavailable for comment.)

Discussions with individuals
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familiar with the $2 billion
fund, however, suggest that
pursuit of higher-risk and
higher-return idiosyncratic
credits may be behind the
fund’s changing risk profile.
This is evident in greater an-
nualized volatility of 16% over
the past five years versus the
fund’s standard deviation of
12.7% since the fund’s incep-
tion.

The biggest downside sur-
prise was another perennial
Top 50 fund. Blue Diamond
Non-Directional achieved its
highest ranking ever this year
at No. 23. The fund’s annu-
alized gains over its 13 years
has been well over 14%, with a
worse drawdown in the single
digits.

This impressive Swiss-based
statistical arbitrage shop

has been closed for a while,
content running its $2.5
billion book. But it got unchar-
acteristically tagged when

President Trump announced

his tariffs. However, Blue Dia-
mond has cutits losses in half
and ended June down -9.3%.

BROAD
STRATEGIES

Upside

Looking at hedge funds ata
strategy level tells a bit of a
different story, but there was
some overlap on the down-
side. See table onp. 6.

With the US dollar weaken-
ing and demand growing for
emerging market exposure,
EM funds built onits 2%
1Q25 gains and delivered the
best first-half performance
of all strategies. The Bar-
clayHedge EM Index rallied
8.4%. That reinforces the
theme this survey has been
highlighting over the past two
reports—there’s something
compelling about certain EM
funds.

SPECULATORS’ NET SHORT VIX POSITIONS AT HIGHEST SINCE 2022

BT Chog VN Mon Commersial Fet Tolal/'\Combingd Fysprgy

i Sep D Har Jum
2z
Sewrani CFTE, Bleamb-rg

m

20323

Sep Daac Mar Jun
20T4

Ll

L] e Mar Jun A

T 20000

:

:

SR

:

IZ5
Bleombeng @

No Fear: Though telling only half this investment strategy, low volatility and rising markets are fueling complacency
and doubts that something could go wrong.


https://www.globalinvestmentreport.net/wp-content/uploads/2025/02/2024-Survey-Top-50-Funds-4Q-watermark.pdf#page=13
https://www.globalinvestmentreport.net/wp-content/uploads/2025/02/2024-Survey-Top-50-Funds-4Q-watermark.pdf#page=13
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Soaring nearly 13%, 19th-
ranked Enko Africa Debt

was the top performer of the
seven EM funds in the Top 50
and outpaced the BH strat-
egy average by 4.5 percent-
age points. Nick White, an
associate director at Enko,
explained that the fund has
continued to profit from at-
tractive net carry opportuni-
ties with low duration across
the continent, boosted by
strengthening local curren-
cies that have benefitted from
afalling US dollar.

After getting hit during the
first quarter, Equity Long-Bi-
as funds rallied to the sec-
ond-spot as of June with
collective gains of over 7%.

Convertible Arbitrage funds
had the third-strongest and
steadiest returns with half-
year gains of nearly 5%, dou-
blingits first-quarter gains.

Downside

Commodity Trading Advisors,
which had the second worst
returns last year, continued to
struggle, down -2.8% through
June.

Distressed Securities have
seen amore severe reversal

from last year when the group
had registered the third
highest returnsin 2024 —

as evidenced by Mudrick
Distressed’s performance.
This strategy lost -1.5% during
the first six months of 2025,
cutting its first quarter losses
nearly in half by the mid-year
mark.

Echoing the troubles of Blue
Diamond Non-Directional,
Volatility Traders turned in
the third weakest strategy
returns, continuing their
struggles from last year when
the group claimed the bottom
spot. Through June, vol trad-
ers managed gains of 1.3%,
an improvement over its 1Q
loss of -1.2%.

RISKS AND
OPPORTUNITIES

Many leading brokerages
remain positive for the next
12 months. Having ended
August around 6,500, Mor-
gan Stanley’s bullish scenar-
io sees the market adding
another 10% over the next
year, reaching 7,200. Both
Citiand Goldman Sachs think
another 5% is within reach by
mid-2026.

Emerging market corporate bond risk has fallen
JPMorgan Corporate Emenging Market Bond noex, sproad over LS Treasurios: (Dasis points)
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UBS, on the other hand, sees
aflat year coming. And HSBC
anticipates a 5% selloff.

Common sentiment across
allocators I've interviewed
paint a slightly different
picture, seeing unbridled
optimism in equity and credit
markets.

To Cedric Dingens, the head
of alternative investment
solutions at NS Partnersin
Geneva, bonds and stocks
are demonstrating remark-
able complacency within

the context of all the uncer-
tainty surrounding markets
and economies. “It's as if the
markets have become desen-
sitized to the risks associated
with the daily utterances of
the American president and
what they could mean for
various investments,” says
Dingens.

Patrick Ghali at Sussex Part-
ners, a London-based hedge
fund consultancy, agrees:

‘I don’'t get the disconnect
between the chaos being
constantly generated by

the US government and the
country’s euphoric markets.”

Partner and research director
at the $347 billion Chica-
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go-based Fiducient Advisors
Anthony Novara is concerned
about index concentration,
which he thinks is typically a
sign of the market being in the
later-stage of an investment
cycle.

Novara also senses investors
not being paid very much for
credit risk, with publicly-trad-
ed investment-grade, dis-
tressed, and emerging mar-
ket debt trading at historically
tight spreads over Treasurys.
(See graph below.)

“One potential reason behind
tighter spreads, eveninthe
high-yield space,” posits
Novara, “is riskier credits are
now being absorbed by pri-
vate credit shops and are not
captured in publicly-traded
and reported credit spreads.”

He thinks private credit
spreads of these more trou-
bled securities are running
several hundred basis points
greater than public junk
bonds, around 550 to 650
bps above SOFR.

These three allocators also
see parallels between current
market sentiment and that
which preceded the Great
Recession. But with a key
difference.

As Novara explains, “Instead
of banks holding risky debt
as they have done in the past,
they are more frequently
being held by private credit
shops, and this may mitigate
some of the blowback from a
material rise in defaults.”

Ghali, Dingens, and Novara
also see concentrated risks
in Al and crypto bubbles that
are forming, similar to TMT
before the Tech Wreck struck

in 2000. Though PEs aren't
quite as extreme, the eupho-
ria is similar, reminding Din-
gens of what Fed Chair Alan
Greenspan called, “irrational
exuberance.”

They know these risks also
offer long and short oppor-
tunities. Short-term selloffs
may present buying oppor-
tunities and over the medium
term, heavy cap-ex invest-
ment in Al may weigh on prof-
itability across many sectors
where promised efficiencies
aren't realized.

Ghali believes, “Whether
enhancing returns or driving
losses, Al is teeing up volatili-
ty from which certain manag-
ers will profit.”

Dingensand Ghalihave also
startedrotating away from
US exposure where higher
tariffs are likely creatingmore
onshorerisks than else-
where.

Sussex is selling off system-
atic exposure and employing
new monies to increase Euro-
pean equity exposure to 15%
where equity valuations are
not as high and inflation and
interest rate risks are lower.

Ghalidoesn’'t think US
inflation has been tamed,
especially with the effects of
US tariffs only starting to be
felt during the third and fourth
quarters. This shift could ex-
tend into 2026 if tariff costs
are passed on to customers
on amore staggered basis.

A move by the Fed to mod-
estly reduce overnight rates
soon, says Ghali, may be
short lived if prices continue
torise, setting up a possible

stagflation scenario.

Novara reports Fiducient’s
hedge fund portfolios are
maintaining their North Amer-
ican focus, adding modest
exposure to European credit
and Asian multistrategy.

Despite moderate-term
concerns, Dingens expects
the current rally to continue
through the rest of the year,
aided by several Fed cuts
amounting to 50 bps. Onthe
back of the post-Liberation
Day rally, he has pared back
US exposure by 5%, locking
inlarge gains in tech, finan-
cials, and energy.

Still, NS Partners retains a
65% US exposure. But half
the dollar currency riskis
hedged as Dingens expects
further devaluation of the
Greenback over the medium
term. And he has partially
shifted to equally-weighted
S&P exposure to further
diversify his book and gain
additional exposure to small-
er-cap shares he expects will
benefit from likely rate cuts.

He has doubled his Europe-
an weighting, pushingit up

to 20%. And the firm's Asia
weighting has been bumped
up from 12 to 15% through
increased Chinese exposure.

Still, Dingens admits feeling
hobbled by a lack of trans-
parency: “We are less certain
about what will continue to
drive the market beyond

its own momentum. This is
muddying our conviction and
enhancing our belief in prov-
en global macro managers
that have helped us sustain
consistent performance and
reduce portfolio volatility.” =
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Memco's Justin Young Q&A Update

Justin looks back at our conversation in April and
says that so far, things have been playing out largely
as we discussed..

« With many businesses having front-loaded
imports to initially sidestep tariffs, imports during
the summer are now where they were a year ago,
around $350 billion. Tariffs are generating around
$30 billion a month in revenue, which is at the low-
er end of expectations.

» This encourages me to think that when the dust
settles, we'll see the average tariff around 10-15%.
But China remains the wildcard in this calculus.

» US businesses are currently absorbing most

of the costs, and they will be slow to push prices
to consumers. But we'll need several quarters to
see how things shake out, including renegotiating
deals with trading partners.

- Conversations with business owners and earn-
ings calls suggest supply chains are rotating away
from China. In response, China is looking to dump
excess capacity on lower tariff regions — with
Europe’s domestic businesses particularly vulner-
able.

« While inflation rates have stopped declining, ris-
ing prices are not a problem. We may see inflation
rise about 50-75bps by the end of the year, which
may be fueled by tariff pass throughs and pockets
of labor shortages.

» Employment growth has materially slowed,
broadly easing wage inflation.

* The stock market has welcomed the tax cut.
But equities are now more expensive than they
were even before the president announced his
tariff plans. Equity allocations remain near all-time
highs, sustaining risk to a slowdown.

« After falling during the first half of the year, the
dollar seems to have stabilized and doesn’'t appear
to be a source of disruption.

» Treasury yields have come down and overnight
rates are likely to fall as we get a more accommo-
dative Fed. However, long yields have not moved
very much and the curve has steepened with con-
cerns of longer-term fiscal sustainability.

« Al continues to do its own thing, fueling strong
earnings growth. But beyond tech, EPS growth is
tepid.
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Despite two straight years of 25% returns, the
market outpaced the Top 50 hedge funds by just

1 percentage point annually over the trailing five
years through 2024. During that time, the Top 50
generated far superior risk-adjusted returns, ex-
periencing half the market’s volatility and deliv-
ering nearly twice its Sharpe ratio. And through
the first quarter of 2025, this group outpaced the
market by 4.3%.

2025 SURVEY OF THE TOP 50 HEDGE FUNDS: 22ND ANNUAL EDITION

Macro, hedged equity, and event driven funds de-

livered the strongest returns. They were followed

by seven emerging market funds with annualized

returns averaging 13.5%.

More than 80% of funds that made last year’s short

list again qualified for the 2025 survey, and the

group’s average age is more than 16 years—testa-

ments to the group’s consistency and longevity.

by Eric Uhlfelder
30 June 2025

HEDGE FUND INVESTING
DURING A TIME OF CONTEMPT

Three sharp selloffs since the start of 2020 tell investors how volatile the S&P
500 can be, especially now that the world’s largest economy has become a
key source of geopolitical, macro, and market uncertainty. These risks spring
from the breakdown in the norms and standards of governance across all three
branches of the federal government. They are starting to impact the way-mar-
kets and economies function—hereand.abroad. Ken Griffin observes, in dis-
cussing trade and tariffs, “We’ve devolved into a nonsensical'place.” The single
most significant force behind this change is contempt for established capital-
istic, democratic, and diplomatic systems.

“Reality cannot be ignored ex-
cept at a price; and the longer
this ignorance persists, the high-

er and the more terrible becomes
the price that must be paid.”

- Aldous Huxley

As the market and bonds
sold off in April in response
to President Trump’s an-
nounced tariffs, | sat down
with Justin Young to discuss
economies, geopolitics,

and markets. Justin was the
well-regarded financial force
behind the $40 billion South
Carolina Retirement System
and is now director of invest-
ments at the multi-endow-
ment MEMCO.

Justin brings a sober look

past the current noise in
describing a larger continu-
um that’s been going on for a
while.

His initial thoughts saw a
struggle between ideolo-
gies and reality. But after
considering the matter for
awhile, he concluded what
we're experiencing is a great
rebalancing of priorities—the
pendulum swinging back to
the right. (See the full inter-
view on pp. 21-23.)

WORLD

AMERICAS

Things Change

That makes sense given
populist pushback against
declining opportunities at
home and globalization,
which many folks feel has
created an ever-widening
wealth divide. In the pro-
cess, we're seeing arevival
of nationalism and desire to
return to a time when life was
less expensive and the future
more hopeful.

As | considered what Justin
was saying, | thought back
to last year’s study, when |
sensed growing cognitive
dissonance produced by so
many conflicting data points.
Economist David Rosen-

19 Oct. 2024

berg said, “l have been in the
business nearly 40 years and
have never before witnessed
SO many crosscurrents oc-
curring at the same time.”

| sense these counterpoints
colliding with Justin’s great
rebalancing theory—super-
charged by rising contempt
and disregard for process.
The result is pushing us well
off the normal arc of conser-
vative return.

Big picture: We're seeing
growing contempt for the
post-World War Il order
shown by a rising number of
extreme Western political
parties and specifically in
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5-Year Ann. 5-Year
No. of Returns Sharpe Ratio
Funds Strategy* thru 2024 thru 2024
3 Macro 19.35 1.76
9 Equity 19.18 143
2 Event Driven 14.57 0.80
7 Emerging Markets 13.45 1.07
9 Multistrategy 13.29 218
5 Arbitrage ** 11.68 117
12  Credit and Fixed Income 117 1.04
2 Municipal Credit 8.83 1.68
Top 50 Averages 13.63 1.46
BarclayHedge Fund Index 6.15 0.44
S&P 500 Total Return 14.52 0.66

*The one fund that is not included is an asset-based loan strategy

** This category combines statistical, volatility, closed-end fund, convertible,
and merger strategies

Source: BarclayHedge and proprietary sources

About This Year's Survey

Global Investment Report's 22nd annual hedge fund survey is a
comprehensive independent review of the industry's most consis-
tently performing broad strategy funds.

The Financial Times, Barron's, The Wall Street Journal, and SALT
commissioned 17 previous editions.

This survey tracks various data points over the trailing five years
and since inception. Data includes worst drawdown, standard devi-
ation, Sharpe ratio, and market correlation, which together provide
a nuanced understanding of performance and risk.

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.


https://www.globalinvestmentreport.net/wp-content/uploads/2024/06/2024-Survey-Top-50-Funds-final.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2024/06/2024-Survey-Top-50-Funds-final.pdf
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Putin’s expansionism. Mass
migration and inflation have
further fueled electorate
contempt towards incum-
bents.

Inthe U.S., we're seeing
contempt toward traditional
conservative values that
desire less intrusive govern-
ment, more free trade, and
use of soft power diplomacy
to spread our values and
standing around the world.
This shift away from conven-
tionis being fueled by grow-
ing populist contempt toward
expertise, experience, and
compromise.

The Supreme Court has
been delivering verdicts
contemptuous of precedent,
even after its newest mem-
bers told Senators during
their confirmation hearings

that past High Court rulings
made many matters settled
law.

These verdicts have included
pushing aside constraints on
Executive power established
after Watergate, curtailing
abortion rights, and refusal
to acknowledge the logical
right of government agen-
cies to apply their expertise
in dealing with matters that
were only broadly authorized
by Congress.

All of this helped usher Pres-
ident Trump back to power
and his pursuit of a unilat-
erally conceived agenda. In
the process, the president is
displaying contempt towards
an independent-minded
cabinet, towards robust dis-
cussion and decision-mak-
ing processes, towards

2025 SURVEY OF THE TOP 50 HEDGE FUNDS: 22ND ANNUAL EDITION

Congress (which has disap-
peared), the Federal Re-
serve, the judiciary (including
the Supreme Court), states’
rights, opposition protest,
and our allies.

All administrations have
casual relationships with the
truth. But current Executive
leadership, from the Oval Of-
fice and cabinet heads to the
presidential press secretary,
has frequently veered off
planet: claimingthe US.isa
victim of global trade, Cana-
dais not aviable sovereign
state, measles is not prevent-
able, the president inherited
a failing economy, Ukraine

is the aggressor, Putinis a
victim, and presidential pre-
rogative to start war without
any congressional or ally
consultation.

INVESTOR ALLOCATION TO EQUITIES AT AN ALL-TIME HIGH
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Source: EPFR Goldman Sachs Global Investment Research. As of March 13, 2025.

Why does all this matter?

Despite the remarkable
resilience of the U.S. econo-
my to rebound from all sorts
of shocks, many businesses
are now finding it increasing-
ly difficult to run operations
efficiently when certain gov-
erning policies are shaped
by fiat and alternative facts.

Citadel’'s Ken Griffin argues,
“we’'ve devolved into a non-
sensical place,” and this is
dangerous, especially “with
the entire Western world
engulfed in a debt crisis.”

This is introducing all sorts
of unnecessary challenges
and stresses.

Early examples: European
and Canadian travel to the
U.S. has fallen by 20%. In
mid-April, Goldman Sachs
predicted the potential cost
of this shift, coupled with
reduced U.S. export sales,
might reach $90 hillion

this year; and Chinais now
buying more oil from Canada
at the expense of American
producers, potentially cost-
ing them $20 billion in 2025.
Chip-giant Nvidia is taking

a $5.5 billion hit because a
sale approved by the Biden
administration to China was

abruptly cancelled by Trump.

Walmart was called out for
announcing it would need to
pass on rising costs related
to tariffs, which earned it
adressing down from the
president who demanded
the retailer eat the additional
costs. Large importers and
manufacturers might be able
to digest a portion of the tar-
iffs, but mid-size and smaller
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(€4
The United States is more than just a nation. It’s a brand. It’s a univer-

sal brand, whether it’s our culture, our financial strength, our military

strength . . . It’s like an aspiration for most the world. And we're eroding

that brand right now.”’

- Ken Griffin, CEO Citadel

operations will not be able to,
potentially threatening their
business models.

Appleis facing a 25% tariff
onitsiPhones if the compa-
ny continues to make them
abroad.

Thenthere.are the billions

of dollars in authorized
government contracts that
have suddenly been pulled
from various businesses and
universities involving work
that was started and, in many
cases, completed.

The challenge posed by the
country’s staggering national
debt has been made worse
by the new federal budget.
By significantly cutting
revenue, it’s driving debt
levels ever higher, likely re-
quiring higher medium- and
long-term Treasury yields

to finance that debt. The
budget will have the same
effects on local and state
governments, which will be
forced to shoulder services
dropped by Washington. And
in a cynically ironic twist,
many populist voters who
supported President Trump
last November will suffer

the most from services and

assistance they will lose.

Even more disconcerting,
Ken Griffin fears the com-
bination of the global debt
crisis combined with suspect
US policies are putting, “the
credit worthiness of U.S.
Treasurys at risk.”

Well before stocks started to
reboundin May, Justin Young
believed market reaction
would help tamp down the
current chaos and help the
U.S. economy and securities
reset right side up.

But former Wall Street
Journal conservative colum-
nist Bret Stephens is not so
sure. He thinks that without
seismic reconsideration of
administration policies, “This
will not end well.”

But end it will.

This begs two questions:
how long will the volatility last
and how much damage may
be done in the process?

These are just two of the
many issues this year’s sur-
vey will explore in assessing
impacts this great rebalanc-
ing is having on the economy,
markets, and hedge fund
investments.

DATA ANALYSIS

Key Trailing 5-Year Results

e S&P 500 TR outperformed the Top 50 by just 89 basis

points.

« Butthe 50 collectively generated superior risk-adjusted re-

turns vs. the S&P 500.

« 5-year Sharpe Ratio of the 50 was 1.46; the market’s was

0.66.

« Average market correlation of the 50 was 0.32.
« Macro, hedged equity, and event driven managers out-

paced the market.

« Sevenemerging market managers made the survey, gener-
ating annualized returns of 13.5%.

« Average age of the Top 50 (16.4 years) jumped more than 1

year from the 2024 survey.

« 80% of last year’s funds qualified for this year’s survey.
« Average fund size jumped considerably from last year, from

$3.7 billion to $4.5 billion.

» One quarter of the Top 50 funds were managing less than

$1billion.

The Top 50 funds collectively generated 5-year annualized
gains through 2024 of more than 13.6%. That was 89 bps less
than the S&P 500. But it was more than double the return of
the average hedge fund reported by BarclayHedge.

When looking at risk-adjust-
ed returns (Sharpe ratio)
over the same period, the 50
generated vastly superior
numbers. The market’'s was
0.66, and the Top 50’s was
twice that comingin at 1.46
and nearly three times that of

the average hedge fund.

Digging deeper reveals the
source of these superior
numbers.

The market’s standard de-
viation over the trailing five
years averaged over 18%j;
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SANDGLASS CAPITAL ADVISORS

Outpacing The Crowd

After making the Top 50 last year based

on its 5-year trailing performance through
2023, based on data from BarclayHedge,
Genna Lozovsky’s Sandglass Capital’s
flagship strategy then rallied nearly 40% in
2024. That was the strongest performance
of all funds on this short list, which includ-
ed the likes of Citadel, DE Shaw, Milleni-
um, Point72, and AQR.

With BarclayHedge reporting 5-year
trailing returns of 17% through 2024, this
boosted the strategy’s ranking from No. 33
to No. 13.

But what made the strategy’s returns
noteworthy was that they were generated in

Genna Lozovsky PM

University of Chicago in the early 1990s.

Lucas questioned why capital flows into
emerging markets had been so muted,
despite offering opportunities for much
higher returns than developed markets. The
red flags, of course, had been weak legal
infrastructure, capital repatriation concerns,
and unstable governments, which had kept
many investors away.

But things were beginning to systematically
change while Lozovsky was at university,
with many emerging markets being reshaped
by the fall of centrally planned economies in
Eastern Europe, the Soviet Union, and Chi-
na, accompanied by a dramatic need of for-

emerging markets.

Those following this survey know a leading story has been the in-
creasing presence of EM managers in the Top 50, an achievement
we highlighted in our EM webinar that featured Lozovsky.

The key drivers of Sandglass’ 2024 returns included gains from
fiscal reforms in Argentina, Ecuador, and Pakistan; sovereign
restructurings in Ukraine, Ghana, and Sri Lanka; and event-driv-
en corporate opportunities in Eastern Europe and across Latin
America. )

Though last year’s gain was many times greater than the firms
annualized returns, the PM doesn’t anticipate mean reversion for
several reasons. One, Lozovsky actively rotates his event-driven
book with trades that are realized within a year or less; two, rising
volatility and higher dispersion is creating greater opportunities;
and three, global growth prospects remain resilient, despite uncer-
tainty surrounding US economic trade policies.

“The basic risks associated with the administration’s approach to
global trade,” he explains, “is that instead of relying on compro-
mise, it’s grounded in trial and error.” This drives uncertainty.

As the government navigates through its changing policy, it ap-
pears to be promoting the dollar’s decline. Lozovsky believes this
will likely increase the value of local EM currencies, lower their
debt costs, and likely promote investment opportunities.

Backstory

Born in Ukraine and raised in the United States, Lozovsky devel-
oped an early interest in emerging markets while studying under
the late Nobel Laureate economics professor Robert Lucas at the

eign capital inflows. This piqued Lozovsky’s
interest in figuring out how to navigate the risks that remained
extant while exploiting the attractive upside potential.

For many years, he managed private equity, credit, and distressed
investments for several global emerging market firms before
launching Sandglass in 2013 with his co-founder, Michelle Kelner.

The firm’s investment approach: pursue a repeatable strategy builc
on-engagement with multiple local decision-makers to uncover
ovetlooked, under-researched EM sovereign and corporate oppor-
tunities.

Lozovsky targets deeply discounted hard-currency denominated
issues that will likely benefit from near-term recovery events. And
he hedges many systemic risks: interest rate, FX, commodities,
and equity-risk premia.

Sandglass never uses leverage, minimizes concentration in similar
risk assets, and focuses largely on liquid securities. The strategy
regularly harvests profits when near-term upside is realized, the
investment thesis has changed, or when better opportunities avail
themselves.

While Sandglass is largely a long-biased credit-focused firm, it
adds opportunistic exposure in equity, macro, and alpha-short
positions.

The firm’s geographical investment reach extends from Latin
America, Africa, and the Middle East to Eastern Europe and
South Asia. Lozovsky deliberately avoids China because of its
excessively competitive landscape, opacity, and regulatory irregu-
larities.

continued on p.7

the Top 50’s was 9.8%. The
average hedge fund’s volatili-
ty was 8.2%.

The market’s worst draw-
down over this time was
nearly -24%, when the pan-
demic initially hitin 2020. But
the Top 50’s average worst
drawdown was -11.6%. The
average hedge fund held up
slightly better.

The Top 50’s correlation to
the market was 0.32. Barclay-
Hedge, meanwhile, reported
the average hedge fund had a
market correlation of 0.91.

Looking at the average
historical performance of the
Top 50, over an average of
16-plus years, tells the same
story of superior risk-adjust-
edreturns.

Past performance doesn’'ten-
sure anything: But when man-
agement teams and strategy
executiondon’'t change, long-
term consistency canbe 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 | wrote with Ben
Crawford, head of research
at BarclayHedge, entitled
Challenging Convention.

Size

Another key finding of this
survey is that steady con-
sistent performance comes
in all fund sizes. It’s not the
exclusive realm of the indus-
try’s largest and best-known
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HEDGE FUND STRATEGY PERFORMANCE THRU DECEMBER 2025

Ranked by 2024 Net Returns

Strategy

Equity Long Bias
Collateralized Debt Obligations
Distressed Securities

Equity Market Neutral
Asset-Backed Securities
Fixed-Income Arbitrage
Emerging Markets
Convertible Arbitrage

Global Macro

Equity Long/Short
Asset-Backed Loans

Event Driven
Mortgage-Backed Securities
Multistrategy

Fixed-Income Diversified
Credit Long/Short

Credit Long-Only

Merger Arbitrage
Commodity Trading Advisers
Volatility Trading

Top 50 Average

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

Source: Backstop BarclayHedge

managers.

Only 8 funds that made the
survey were running more
than $5 billion: Citadel, D.E.
Shaw, Point72, Millennium,
GoldenTree, Verition, Hudson
Bay, and Drawbridge.

This was the same number
of Top 50 funds managing
less than $750 million, and

12 funds in all were running
less than $1billion. Especially
noteworthy was the average
age of these 12: more than 11
years, suggesting that these

3-Year Net 5-Year 10-Year
2025 2024 Annualized  Annualized Annualized
Net Net Net Returns  Net Returns Net Returns
Returns Returns (%) thru (%) thru (%) thru
2024 2024 2024
17.92 14.94 4.36 9.13 6.79
3.59 13.88 6.16 6.02 6.69
3.12 12.23 2.29 7.82 4.82
8.46 1213 6.86 5.41 3.31
3.45 11.44 7.03 5.16 6.34
7.98 11.42 5.90 5.79 4.39
20.01 10.34 1.06 4.41 4.67
10.92 9.52 4.21 6.97 5.07
12.36 9.20 6.84 7.87 4.88
13.96 9.15 5.16 7.05 5.09
6.28 7.90 6.36 7.06 5.63
8.23 7.40 3.16 6.50 5.29
6.83 715 2.27 1.88 215
10.42 6.54 2.26 4.15 3.22
7.58 6.01 1.51 1.85 214
5.54 4.91 1.87 2.21 2.03
4.69 4.52 -0.81 0.09 1.59
7.38 4.45 3.31 5.33 5.26
3.18 3.45 3.35 4.10 2.01
4.56 3.01 1.79 5.52 248
1.17 15.16 11.92 13.62 NA
12.55 9.68 3.23 6.15 517
17.95 25.02 8.93 14.52 13.10
2.65 0.15 -3.16 -1.35 0.56

consistently performing
funds prioritized perfor-
mance over asset gathering.

Few of these smaller funds
are familiar names. But
they’ve been regularly
represented in this survey.
Interviews of these managers
reveal their funds’ smaller
size enables themto targeta
greater range of investment
opportunities than larger
funds that need to focus on
bigger investments to move
their needles.

Large funds can certainly
benefit from greater research
capacity and construction of
more attractive investment
deals. But smaller manag-
ers have an edge in finding
opportunities in undersized
and under-researched com-
panies.

Leaders

Of the top ten funds with
the highest 5-year annual-
ized returns through 2024,
six were equity strategies.
All were managing less


https://www.globalinvestmentreport.net/wp-content/uploads/2021/10/White-Paper-on-Allocators-Dilemma.pdf
https://www.youtube.com/watch?v=aXvS2XsLhpg
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Sandglass continued from p. 5

Investment Examples

A country at war is not normally an investment opportunity. But
the manager thought differently after Russia invaded his birth-
place in late February 2022.

“Toward the end of 2022, when it had become evident Russia
would not destroy Ukrainian sovereignty,” observed Lozovsky,
“we capitalized on our knowledge of corporate issuers in essential
industries, including telecom, infrastructure, and heavy indus-
try. These companies had little debt, were determined to remain
current on debt performance, and had adapted their businesses to
wartime conditions.”

Hard-currency bonds of corporate issuers were trading at extreme-
ly distressed levels, some between 15 and 35 cents on the dollar,
while still paying their 7-9% coupons.

After speaking with local company management and various inter-
national authorities involved in supporting Ukraine, Lozovsky’s
team invested. And within a year, these bonds had appreciated by
2.5 to 3.5 times.

Soon after Sandglass closed this trade, the firm began studying
Egyptian finances in 2023. It saw an overvalued currency, a cleeply
negative net foreign asset balance, and acute financing needs.

Then October 7th happened.

Egypt was seen as a bulwark against the risk of growing regional
instability. The Gulf Corporation Council, IME, US, and Europe
aligned their strategies to stabilize Egypt’s economic position to
prevent regional disorder.

Sandglass met with Egyptian officials in London and Cairo to
gauge the government’s plans and with the IMF to understand its
program goals.

In early February 2024, Lozovsky established a long position in
medium- and long—terrn dollar sovereign Egyptian bonds. The
largest position, maturing in 2047, was trading at 63 cents on the

dollar, with an irnpliecl yield of around 14%.

One month later, Egypts partners announced economic support
packages in conjunction with Cairo’s decision to sharply devalue
the pound against the dollar. Sandglass’ bonds climbed to 81 and
the manager sold, realizing a 29% profit within a month.

Performance

According to BarclayHedge, these kinds of investments have
helped Sandglass more than quadruple the returns of the Bar-
clayHedge Emerging Market Index over the past 5 years and to
even top the S&P 500 over that period by 2.5 percentage points
annually—with less volatility than the market.
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A telling indicator of the firm’s accomplishments is that nearly
40% of firm assets under management belong to cautious endow-
ments and foundations, according to co-founder Michelle Kelner.
Abourt the same amount is owned by wealth managers, OCIOs,

and fund of funds.

This kind of institutional recognition has helped the firm steadily
grow with strategy and firm assets approaching $500 million and
$650 million, respectively. And recognizing capital constraints
essential to sustain performance, Kelner anticipates the flagship
strategy to soft close by the end of the year.

Less than one-third of the time, the team’s investment themes
don’t work out. One recent example: in late 2024, after a long
period of structural pessimism about Turkey, the manager believed
the country was returning to monetary policy orthodoxy, which
would bring rapid disinflation. Having previously profited from
positive changes in undervalued Greek and Argentine banks,
Lozovsky saw a similar opportunity evolving.

Turkish bank equities appeared cheap, and the manager believed
disinflation would result in lower interest rates and rapid loan
growth. At the end of 2024, the strategy invested in two of Tur-
key’s premier lenders, Garanti Bank and AkBank.

But in March 2025, President Erdogan arrested his main political
opponent, Istanbul’'s mayor Ekrem lmamoglu. This triggered a
sharp sell-off of lira assets, and a $50 billion drawdown in Turl(ey’s

CUrrency reserves.

This challenged the central bank’s strong lira policy and meant
that rate cuts would be delayed. Bank stocks tumbled and Sandg-
lass lost 16%.

“Correctly assessing Turkish political and economic risk has been a
frequent source of profit for us,” says Lozovsky, “but not this time.
We immediately divested, and swapped into short-dated local lira
bonds, which are working well to recover our losses.”

Outlook
Noting the adage that when the US sniffles, the rest of the world

catches cold, Lozovsky is concerned about an ostensible disconnect:
tariff uncertainties and excessive deficits amplifying US cyclical and
structural risks while global asset prices remain robust.

He acknowledges the remarkable resilience of the US economy. But
if the economy does weaken, he expects Fed Chairman Powell to
cut rates.

Overall, Lozovsky remains constructive on emerging markets. He
believes, “continued clispersion and volatility coupled with the like-
lihood of lower interest rates and a weaker dollar should fuel EM
growth and the prospects of ﬁnding more attractive opportunities.”

than $1.8 billion and four
were running less than $1.2
billion.

The hedged equity fund that
grabbed the top spot for the
second straight yearis the
oldest fundin the survey.

The roots of New York-based
Peconic Grenadier date
back to when Ronald Rea-
ganwas president, having
been launchedin July 1986
by Forstmann-Leff & Associ-
ates. It was then spunout as
a stand-alone entity in 2004
and led by William Harnisch,
who remains the fund's CIO.

It has generated annualized
returns of 271% since the
beginning of 2020, outpacing
the market by 12.6% annual-
ly. And since inception, the
fund has turned in annualized
gains of more than 11%.

The $1.3 billion fund quietly
goes about its business with-
out much celebrity. It feels
like an old-school hedged
equity shop that relieson a
small team to suss out the
most compelling growth and
value opportunities primarily
in the US. It then transforms
its research into a short list of
high-conviction long trades,
with risk managed through
selective hedging.

This tends to produce a net
long position around +35%,
but that figure ranges be-
tween 0% and +50%.

Even the outbreak of the
pandemic didn't slow down
performance. After declining
just -12% when the market
went into free fall during the
early months of 2020, the
fund ended the year up 44%.

In 2022, when funds and
the market tanked, Peconic
gained 19.6%.

The fund’s worst 5-year
drawdown over the past

5 years, -20.6%, occurred
between July and October of
2023, whenindustrials sold
off and the market corrected
by -5%. The fund still ended
the year up 23.5%.

Peconic’s torrid performance
accounts for a good deal of
its volatility of 22%. But it still
was able to generate a 5-year
Sharpe ratio of 112. The
fund’s correlation with the
market over this time was just
under 042.

Toronto-based Anson In-
vestments is the only hedged
equity fund that has made
the Top 50 survey every year
since the current methodol-
ogy was established in 2019
for the edition published by
The Wall Street Journal. With
ranking determined by the
highest trailing 5-year annu-
alized returns, that means
Anson has one of the leading
performance records dating
back to 2014. (See sidebar on
The Rare 11on pp. 25-26.)

Each year since 2019, the
fund has seen its ranking
increase. It became the sec-
ond-ranked fundin this year's
survey with annualized re-
turns of more than 24% since
January 2020, a Sharpe ratio
of 1.8, and a worse drawdown
of less than-5.4%. (See An-
son’s profile on pp.28.)

Led by CIO Moez Kassam
and CEO Amin Nathoo, the
multi-manager fund makes
avariety of idiosyncratic
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DECLINING US EARNINGS GROWTH RATES

¢ June estimate ¢ April 1 estimate

Q12025 Q2 2025 Q32025 Q42025

Note:Year-over-year change
By: Lewis Krauskopf » Source: LSEG IBES
S&P 500 earnings projections in 2025

“We have the impression that
there’s a serious disconnect be-
tween what the current US admin-
istration sees as reality and what re-
ality actually is. This reflects more
than the president’s thinking about
economics and markets. There ap-
pears to be no serious assessment
about problems and solutions--a
lack of robust methodology that’s
driving his policies.”

- Cédric Dingens,

Head of Investment Solutions &
Institutional Clients, NS Partners
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20 ‘21

22

'23

‘24

NA NA NA 1 1
26 10 5 5 2
19 3 3 3 3
NA NA NA 4 4
23 19 9 7 5
NA NA NA 9 6
NA NA 14 15 7

NA 9 8 8 8

NA NA NA 2 9

NA NA NA 11 10

T Ranked by trailing 5-year net annualized returns thru 2024.
* Cooper Creek annualized returns since inception are through January 2025.

(4

gerous period of world history on
par with the 1930s and the early

Cold War.”

Fund Name

Peconic Grenadier (New York)

Anson Investments Master
(Toronto)

Citadel Wellington (Miami)

Cooper Creek Partners
(New York) *

Citadel Tactical Trading
(Miami)

AQR Helix -- Alt. Trends
Composite (Greenwich, CT) **

DE Shaw Oculus
(New York) ***

Voss Capital Value Master LP
(Houston)

Engine Capital LP (New York)

Beryl Capital Partners
(Redondo Beach, CA)

BarclayHedge Hedge
Fund Index

S&P 500
Total Return Index

- Eurasia Group

2025 SURVEY OF THE MOST CONSISTENTLY PERFORMING HEDGE FUNDS?

Jul-86

Jul-07

Nov-90

Nov-08

Jan-08

Jan-18

Mar-00

Oct-11

Jul-13

Jan-17

NA

NA

¢
We're entering a uniquely dan-

Strategy

Fund / Firm
Assets
($ Million)

2020 Net
Returns
(Hurdle:

4.5%)

2021 Net

Returns

(Hurdle:
4.5%)

2022 Net

Returns

(Hurdle:
-5%)

2023 Net
Returns
(Hurdle:
5.75%)

Equity
Long/Short 1,302 /1,302 43.69
Equity
Long/Short 1,212 /1,915 44.51
A 52,330/
Multistrategy 65,000 24.51
Equity
LO"g/Short 1,057 / 1,057 2116
Quantlt_atlve 1,840/ 65,000 20,24
Equity
Quantitative 2454 /132,500 2075
Macro
Global 13,100 / 65,000 25.02
Macro
Equity
Long/Short 337/889 23.84
ik 1,069 /1,069 25.77
Long-Bias
Event Driven 730/730 20.40
NA/NA 11.14
NA / NA 18.40

investments, mostly in the
US and Canada, that range

and opportunistic shorts to

ing in which Anson makes
short-term investments into

profitably sell after the deals
close.

Ken Griffin’s flagship mul-

from traditional activist longs

SPACs and structured financ-

smaller-cap stocks that it can

** AQR firm assets were as of August 2024.

34.21 19.56 23.54
45.50 7.58 18.22
26.58 38.22 15.28
22.68 42,68 10.00
21.55 26.58 14.92

6.91 4912 14.03
1519 20.30 7.73
39.30 11 19.20
32.58 6.58 15.48
35.7; 1.42 15.32
10.22 -8.22 9.27
28.72 -18.14 26.29

tistrategy fund Citadel

Wellington took the No. 3
spot in the survey for the
third straight year with trailing
5-year annualized returns of
23.7%.

Powering this performance
were three consecutive
extraordinary years starting
when COVID struckin 2020
and the fund generated gains

2024 Net

Returns
(Hurdle:
6%)

16.63

10.01

15.21

14.03

22.48

17.92

36.34

19.98

15.21

23.62

9.68

25.02
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5-Year
Sharpe

Ratio
Thru
2024

Sharpe
Ratio
since

Inception
Thru
2024

5-YearFund
Correlation
versus S&P
500 TR
Thru
2024

3-Year 5-Year Annualized Worst Draw Worst Draw 5-Year ASntr;:\?:lhaz::Id
2025 Annualized Annualized | Net Returns Down (%) Annualized . ..
. Down (%) . Deviation
Net Net Returns Net Returns | (%) since Last 5 Yrs since Standard since
Returns ECRIT (CARLIT inception Thru 2024 Inception Deviation Inception
2024 pLop:! Thru 2024 Thru2024 Thru 2024 P
Thru 2024
44.80 19.88 2714 11.37 -20.64 -47.64 21.98 19.05
21.20 11.85 24.09 1512 -5.36 -18.68 11.88 10.44
10.20 22.44 23.66 19.46 NA NA NA NA
-26.52 21.41 21.53 11.03 -7.30 -2212 11.37 11.22
18.60 21.23 21.10 20.41 NA NA NA NA
18.58 26.09 20.95 15.56 -11.09 -15.41 12.29 12.47
28.20 20.85 2 55 13.49 -9.70 -9.70 8.92 8.39
r‘/?" wl \
-3.61 13.08 .06 18.30 -21.20 -21.20 24.50 17.46
A -
5.67 12.34 ‘“7 14.98 -18.96 -19.28 14.30 13.23
- B
- 8
5 13.07 18.77 14.48 -26.00 -26.00 25.65 20.68
12.38 3.23 6.15 7.73 -11.90 24.09 8.17 7.04
17.95 8.93 14.52 12.07 -23.89 -50.95 18.06 15.19

***DE Shaw Oculus and Composite historical performance and risk metrics since inception are through February 2025.
NA = Performance data was not available or fund did not qualify for inclusion.

of 24.5%, This was followed
by returns of 26.6% and
38.2%. Since the fund was
launched in 1990, Citadel has
delivered annualized returns
of 19.5%, making it among the
strongest long-term perform-
ing funds.

Perennially, the Top 10 funds
tend to experience the most
turnover of any portion of the
survey. | caution readers not

to chase after the highest re-
turns. These higher numbers
are often difficult to sustain
and can be associated with
larger risk taking than funds
that generate more modest
returns.

But that wasn't the case this
year. All of the 2025 Top 10
ranked within the top 15 funds
inlast year’s survey. And all
but one increased its rank-

ing. New York-based Engine
Capital, an equity long-bias
fund, saw its ranking decline
from No. 2 to No. 9. But that
wasn’t due to declining per-
formance, which was up more
than 15.2% in 2024. The lower
ranking was due to elimina-
tion of its remarkable 2019
performance in calculating
5-yearsreturns. That year,
Engine soared nearly 52%.

112 0.46 0.42
1.80 1.23 0.16
NA NA NA
1.67 0.88 -0.02
NA NA NA
1.50 1.06 -0.27
2.02 1.41 -0.09
0.72 0.97 0.76
114 1.01 0.73
0.63 0.59 0.37
0.44 0.79 0.91
0.66 0.53 1.00
STRATEGIES:
ATOP-DOWN

LOOK

BarclayHedge tracks 20 dif-
ferent strategies ranging from
hedged equity and credit,
event driven, to various types
of arbitrage, asset-backed
loans and municipal credit.
“While data provides a broad
sense of how individual strat-
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'20 '21 '22 '23 '24 Fund Name

FIM MENA Horizon (Dubai,

hia UAE)

NA NA NA 11

DE Shaw Composite

a0 (New York) ***

23 11 13 12

Sandglass Opportunity LP

e Class D (London)

NA NA 33 13

MW Market Neutral TOPS A

hA USD (London)

NA NA NA 14

Citadel Global Fixed Income

e (Miami)

34 16 16 15

NA NA NA NA Napier Park Eton (London) ****

NA NA NA 17 Greenlight Capital (New York)

Context Partners LP

ML (La Jolla, CA & Greenwich, CT)

NA NA 18

NA 18 18 19 Enko Africa Debt B (London)

36 28 19 19 20 Millennium USALP (New York)

BarclayHedge Hedge
Fund Index

S&P 500
Total Return Index

Launch

Date

Jun-10

Mar-01

Feb-13

Nov-07

Aug-12

Aug-10

May-96

Jan-11

Oct-16

Jan-90

NA

NA

2020 Net
Returns
(Hurdle:

4.5%)

Fund / Firm
Assets
(% Million)

Strategy

Emerging Markets

MENA - 2,004/3805  8.83
Equity-Long Only
Multistrategy 2665’,’85(?0/ 19.14
EquityMarket 593, 60,000  14.23
Neutral
Macro/Fixed 5 544 65000  17.53
Income
Lo:;?g:m 1168/21,800  28.90
Long/li‘jll::::'Value St i el
Ac:zi':‘r’:;gll’::v 2,349/2,349  34.66
F‘::;Z’j::g::gv 754 / 850 25.24
C"r"e“c:::s;:‘:_tzgf: . 22797/59634 2528
NA /NA 1114
NA /NA 18.40

2023 Net
Returns
(Hurdle:
5.75%)

2021 Net 2022 Net

Returns Returns

(Hurdle: (Hurdle:
4.5%) -5%)

38.69 7.76 24.98
18.35 23.99 9.78
16.25 -2.20 25.98
23.73 15.63 7.67
12.97 33.15 10.97
15.73 1.82 18.08
11.90 36.60 2210
15.33 0.20 10.99
9.42 1.03 16.37
13.43 12.47 10.03
10.22 -8.22 9.27
28.72 -18.14 26.29

*** DE Shaw Composite and Oculus historical performance and risk metrics since inception are through February 2025.
**** Napier Park Global Capital firm assets were as of June 2024.

egies have been performing
over time,” explains Ben
Crawford, head of research
at the alternative database,
“they mask wide dispersion
of fund performance within
each strategy.” (See Strategy
table onp.6.)

Another shortcoming of

most databases: many of the strategies.

largest and most exclusive
hedge funds, including all
the various strategies man-
aged by Citadel, D.E. Shaw,
and Point72, don't report to
them. In contrast, the Top
50 includes 6 funds from
this group, helping to better
identify the most consistent

Broad View

Over the past several years,
we've seen a material con-
traction in the performance
spread between top-perform-
ing and worst-performing
strategies.

In 2022, when inflation and

global interest rates took
off, shocking markets and

investors, that performance
breadth extended beyond
20 percentage points. On
the top, Commodity Trading
Advisors gained more than
71%, while emerging markets
fell the most, down -13.9%.

In 2023, the spread shrunk a
bit to 15.5 percentage points,
with equity long-bias having

2024 Net
Returns
(Hurdle:

6%)

13.94

18.08

39.81

22.74

9.89

18.44

7.30

21.05

27.28

15.05

9.68

25.02
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3-Year 5-Year Annualized Worst Draw Worst Draw 5-Year Agtr'al:‘i::rzd
2025 Annualized Annualized Net Returns Down (%) Annualized g
. Down (%) : Deviation
Net Net Returns Net Returns (%) since Last 5 Yrs since Standard Since
GEUTGEN (%) Thru (%) Thru inception Thru 2024 Inception Deviation Incebtion
2024 2024 Thru 2024 Thru 2024 Thru 2024 P
Thru 2024
-0.18 15.35 18.29 13.97 -26.23 -28.09 17.52 13.79
18.50 1714 17.78 12.59 NA -17.38 3.61 5.36
12.24 19.87 16.99 11.25 -19.90 -19.98 14.09 10.85
19.34 15.18 16.65 9.97 -3.50 -15.99 5.73 6.37
9.40 17.53 16.59 11.86 NA NA NA NA
2.54 12.50 16.26 14.47 -23.74 -23.84 15.81 11.05
9.00 21.35 16.04 12.90 NA -34.00 17.60 13.10
~ -
= I 1042 ﬂse 1.47 7.29 -7.29 7.39 5.39
A
35.66 14.39 15.45 15.36 -21.19 -21.19 13.67 10.77
-
10.42 12.50 15.13 13.67 -0.64 -7.01 3.52 416
12.38 3.23 6.15 7.73 -11.90 24.09 8.17 7.04
17.95 8.93 14.52 12.07 -23.89 -50.95 18.06 15.19

NA = Performance data was not available or fund did not qualify for inclusion.

taken the pole position up
15% while CTAs saw a com-
plete reversal of fortune, reg-
istering the weakest returns,
down -0.4%.

And last year, the differential
was under 12 percentage
points. Equity long-bias
again took the top spot, with
average gains of 14.9%, and

volatility trading came in last,
up 3%.

Collateralized debt obliga-
tions retained the second
spotin 2024 with gains of
13.9%. But the big mover was
distressed securities. That
strategy rallied from 19th spot
in 2023, when it was up just
21%,to 3rd place in 2024,

when it gained 12.2%.

Convertible arbitrage and
global macro made consid-
erable leaps. The former
improved from 17th (4.7%) to
8th (9.5%); the latter from 15th
(4.9%) to 9th (9.2%).

Losing the most ground in
2024 were strategies that are
well represented in thisyear’s
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5-YearFund
Correlation
versus S&P
500 TR
Thru
2024

Sharpe
Ratio
since

5-Year

Sharpe
Ratio
Thru
2024

Inception
Thru
2024

0.90 0.92 0.50
4.22 2.03 0.10
1.03 0.90 0.56
2.46 1.38 016
NA NA NA
0.91 NA 0.44
NA 0.90 0.21
1.81 1.88 0.31
0.97 1.23 0.27
3.58 2.65 0.07
0.44 0.79 0.91
0.66 0.53 1.00
Top 50 with 12 credit and

fixed income funds having
made the cut. They collec-
tively gained14.7% last year.

But when looking across the
industry, credit long-short
fell from 7th place (7.3%) to
16th (4.9%) and fixed-income
diversified sank from 6th
(8.5%) to 15th (6%).
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t 3-Year 5-Year Annualized Worst Draw 5-Year Annyelized 5-Year Sl B LT
RISEERISAEERLRINES : 2020 Net 2021Net 2022Net 2023 Net 2024 Net : : Worst Draw 5 - Standard Ratio  Correlation
Fund / Firm 2025 Annualized Annualized NetReturns Down (%) Annualized e Sharpe :
i ; ; ; : Launch Returns Returns Returns Returns Returns g Down (%) . Deviation : since versus S&P
20 '21 '22 '23 '24 Fund Name Strategy Assets Net Net Returns Net Returns (%) since since Standard ; Ratio .
Date i (Hurdle:  (Hurdle: (Hurdle: (Hurdle:  (Hurdle: : . Last 5 Yrs . . .. since Inception 500 TR
($ Million) 4.5%) 4.5%) -5%) 5.75%) 6%) Returns ECZRT{T (%) Thru inception . 555, [Inception Deviation i Thru Thru Thru
2024 2024 Thru 2024 Thru 2024 Thru 2024 Thru 2024 2024 2024 2024
4 8 13 17 21 Millstreet Credit (Boston) Jun-10 LO:;?;;:O“ 3,038 /3,938 21.38 20.42 4.84 14.23 12.54 9.65 10.46 14.52 12.04 -4.39 -33.26 4.91 7.76 2.44 1.39 0.47
NA NA NA 25 22 Point72 (Stamford,CT) " Feb-18 Multistrategy NA /35,200 17.55 9.19 10.29 10.53 18.60 17.50 13.07 13.16 11.40 NA -23.28 NA 7.87 NA 1.27 NA
A a s s D end B Direetinhlag A 1 Sl il 2,479/2479 1181 16.36 5.08 19.69 11.85 2.79 12.37 13.04 14.33 -4.95 971 7.95 10.25 1.32 1.26 0.44
(Pfaffikon, Switz.) Arbitrage
NA NA NA 24 24 GClazerEnhancedOffshoreltd , ., Merger 1,710 /1,926 37.67 10.87 3.52 6.69 8.22 11.28 612 12.77 9.07 -9.01 -9.01 10.39 6.41 1.09 1.20 0.42
(New York) Arbitrage
NA NA NA 27 25 —cidenire Master3elact Jul-oo  Fixedlncome ., 00, 50000 1135 21.66 162 15.00 13.93 8.76 10.01 12.52 9.05 15.31 15.31 0.44 6.79 1.06 112 0.68
(New York) Relative Value
NA NA NA 23 26 reriionMultistrategy . g8 Multistrategy  11,600/11,600  30.41 8.60 5.57 8.19 1116 7.50 8.28 12.45 12.76 NA 7.89 NA 5.48 NA 2.1 NA
Composite (Stamford, CT)
BlueBay Emerging Market Emerging Markets
NA NA NA NA 27 B Rt A bl (e Nov-11 Credit Long/Short 540 /484,709 11.05 5.34 7.06 18.16 2114 9.18 15.29 \“5 91 -16.23 -16.23 11.94 8.90 0.82 0.87 0.59
Mudrick Distressed Opp. . " ‘
11 25 26 34 28 (New York) Jul-09 Distressed Credit 2,000/4,000 1116 794 0.65 11.43 32.01 ‘ 13.97 1217 11.33 -19.50 -31.48 16.04 12.68 0.53 0.77 015
FengHe Asia Fund Ltd Asian Emergin i v
28 16 29 31 29 . 9 Dec-12 it 3,847 /4,618 19.10 27.20 -4.82 9.20 10.34 27.33 4.68 8 12.98 -11.50 -11.50 10.53 10.54 0.87 1.06 0.61
(Singapore) Markets [
: : . |
NA NA NA NA 30 DlueBayEventDrivenCredit . g Credit 550/484,709  10.09 15.96 1515 10.20 6.13 .00 10.43 1.45 9.32 13.51 -13.51 8.67 7.30 119 1.22 0.34
Ltd (London) Long/Short
ES:;' ?:::fge Hadlge NA NA /NA 114 10.22 -8.22 9.27 0.68 12.38 3.23 615 7.73 11.90 24.09 817 7.04 0.44 0.79 0.91
S&P 500
NA NA / NA 18.40 28.72 -18.14 26.29 25.02 17.95 8.93 14.52 12.07 -23.89 -50.95 18.06 15.19 0.66 0.53 1.00

Total Return Index

~ Point72 and Verition net annualized returns and Sharpe Ratio are thru February 2025. ** GoldenTree firm assets were as of March 2025.
NA = Performance data was not available or fund did not qualify for inclusion.

The one strategy that con-
tinues to surprise on the
upside is emerging markets.
As a group, EM funds have
risen from the nadir of 2022
(-13.9%) to the 5th spotin
2023 (8.6%), easing slightly
in 2024 to no. 7 despite im-
proving returns that topped
10.3%.

Seven EM funds made the

Top 50 this year, helped by
having registered the largest
returns of all strategies in the
survey of nearly 21% in 2024.
Two of these EM funds are
profiled in this year's survey:
13th-ranked Sandglass Op-
portunity (see profile p.5) and
27th-ranked BlueBay Emerg-
ing Market Credit Alpha (see
profile pp. 35-36).

Top 50 Leading Strategies

Across the Top 50, global
macro, hedged equity, event
driven, and emerging mar-
kets generated the strongest
5-year annualized returns,
accounting for more than
40% of the funds in the sur-
vey.

Equity
Nine equity funds collectively

returned more than 19.2%
annualized over the past five
years. That was more than
12 and 10 percentage points
greater than the returns of
the average hedged equity
and equity long-bias funds,
respectively, according to
BarclayHedge.

These 9 funds experienced
high volatility of 13.4%. How-
ever,much of it was on the

upside, which generated an
impressive Sharpe ratio of
143 and alow market correla-
tion of 0.31.

The three top-performing
funds are all smaller running
less than $1.3 billion. But
the most curious feature of
their performance over the
past five years—which was
arguably among the most
volatile 5-year stretch since

the dot com crash—is that
during that time, two of the
three generated twice their
historical rate of return. The
third outpaced its historical
annualized returns by 66%.

Peconic Grenadier (No. 1),
managing $1.3 billion, was the
best of the lot, not just within
the equity space but across
the entire Top 50, having
returned more than 27.1%

c‘ . . )

In responding to a changing in-
vestment environment, we seek to
be more responsive to conditions,

rather than trying to be predictive.”

- Moez Kassam, CIO Anson Investments
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T 3-Year 5-Year Annualized Worst Draw 5-Year GHOE 5-Year SR AT
HISTORICAL RANKINGS : 2020 Net 2021Net 2022Net 2023 Net 2024 Net . > Worst Draw o - Standard Ratio  Correlation
Fund / Firm 2025 Annualized Annualized Net Returns Down (%) Annualized o Sharpe .
. y ; : ; Returns Returns Returns Returns Returns S Down (%) . Deviation : since versus S&P
20 '21 '22 '23 '24 Fund Name Strategy Assets Net Net Returns Net Returns (%) since since Standard ; Ratio :
o (Hurdle:  (Hurdle: (Hurdle: (Hurdle:  (Hurdle: ! . Last5 Yrs . . .. since Inception 500 TR
($ Million) 4.5%) 4.5%) -5%) 5.75%) 6%) Returns EC7YR 1T (%) Thru inception Thru 2024 Inception Deviation Foien Thru Thru Thru
2024 2024 Thru 2024 Thru 2024 Thru 2024 Thru 2024 2024 2024 2024
Palmer Square Opportunistic Opportunistic
NA NA NA 35 31 CreditLP Class A (Mission May-12 ppCredil 762 /33,209 10.69 14.53 2.01 16.65 13.66 7.72 10.59 11.39 9.51 -23.36 -27.39 12.09 0.82 0.76 0.83 0.49
Woods, KS)
NA NX N& a2 3z BevPoimtCapitalPsrtnersll ;..  Assst-Bacied 683 /813 7.76 12.87 13.47 10.95 1056 = 078 11.65 1110 10.60 -0.87 -0.87 1.50 1.39 5.73 5.90 0.27
LP (Atlanta) Loans
NATNATNA NAN a0 - fude Capilal Clase s Sep-16 el 1,241/1,378 8.82 18.51 0.48 7.63 0.23 7.90 879 10.67 11.64 11.23 11.23 11.48 10.04 0.71 0.95 0.31
(London) Credit
NA 26 28 29 34 'hitehavenCreditOpportu- . oq MunicipalCredit ., , 4.0, 2815 7.40 5.52 6.88 6.64 3.54 6.34 10.60 9.70 1.45 A1.75 3.54 3.36 2.28 2.36 0.06
nites Master (New York) Opportunities
NA NA NA 45 35 [ednetarConatellationltds o, ,,  Diversilied 1,006/19,000  18.61 13.53 -3.81 8.07 1711 17.91 7.07 10.57 10.93 13.30 13.30 10.36 8.28 0.78 116 0.36
(Evanston, IL) Fixed Income
NA NA NA NA 3¢ KitelLakeSpecial Jan-11  EventDriven  2,400/2,400 5.70 10.54 14.38 10.81 10.51 17.93 11.89 10.36 8.69 -9.49 -9.49 818 6.50 0.96 NA 0.52
Opportunities (London)
Waha Emerging Markets Emerging Market
NA NA NA 37 37 Credit SP (A) (Abu Dhabi, UAE) Jan-12 Credit 1,039/ 2,800 14.90 7.20 1.80 9.50 18.40 12.96 9.70 \‘ts 10.40 -15.80 -15.80 5.40 4.40 1.44 2.00 0.23
43 46 27 36 38 WolverineFlagship Fund Sep-01  Multistrategy ~ 4,807/4,807  13.89 10.74 5.75 7.98 12.48 < 8.70 1013 814 10.84 -25.96 6.67 6.27 114 1.04 0.51
Trading Ltd (Chicago) ‘
Boothbay Absolute Return ! v
25 22 30 30 39 2 y Jul-14 Multistrategy 1,750/ 2,200 25.24 11.38 1.27 6.71 7.03 17.94 4.97 10.04 9.43 -1.80 -2.41 4.3 3.91 1.75 1.97 0.26
Strategies (New York) [
. - |
NA NA 20 41 4o C@ptionPartnersilLP Jun-16 Volatility 377 /NA 13.39 9.37 574 910 12.62 ‘;o 912 10.01 10.81 715 14.85 7.39 1119 1.01 078 -0.32
(Oklahoma City, OK) Arbitrage
ES;‘;:?::::QG Hesas NA NA /NA 114 10.22 -8.22 9.27 9.68 12.38 3.23 615 7.73 11.90 24.09 817 7.04 0.44 0.79 0.91
Sele el NA NA /NA 18.40 28.72 -18.14 26.29 25.02 17.95 8.93 14.52 12.07 -23.89 -50.95 18.06 1519 0.66 0.53 1.00
Total Return Index
NA = Performance data was not available or fund did not qualify for inclusion.
annually over the past 5 five Sharpe ratio of 1.8. Global Macro then5in 2023. Thisyear,the  exchange rates gave way to

“Continued dispersion and volatility coupled with the
likelihood of lower interest rates and a weaker dollar
should fuel EM growth and the prospects of finding

: 5 18 b b
more attractive opportunities.

- Genna Lozovsky, CEO, Sandglass Opportunity

years. The 38-year-old fund
is the oldest in the survey.

The second strongest equity
performer was diversified
hedged equity fund Anson In-
vestments (No. 2). Launched
more than 18 years ago, it was
managing $1.2 billion as of
the end of 2024. It generated
annualized gains of more
than 24%, with a wicked-high

The $11 billion Cooper Creek
Partners (No. 4), which has
been around since Novem-
ber 2008, has returned an
annualized rate of more than
21.5% over the trailing five
years. Its worst drawdown
was just -7.3%. Volatility of
11.4% generated a Sharpe
ratio of 1.67.

Global macro funds on aver-
age saw significant improve-
ment over the past year,
moving up the performance
rankings from 15th to 9th
with 5-year trailing annual-
ized returns rising to 7.9%.
But the number of macro
funds in the Top 50 has been
declining.

In 2022, 6 made the list,

count was down to 3, but all
ranked within the Top 15.

The main reason for this
decline was related to incon-
sistency, which knocked out
funds that had regularly made
the list. Clear trends that had
formedin 2022, for exam-
ple, including rising interest
rates, falling equity and bond
markets, and dynamic foreign

more amorphously moving
marketsin 2023 and 2024,

The three remaining funds
are well-established industry
names.

Cliff Asness’ 6th-ranked

AQR Helix, the new fund on
the block, which launched

in 2018, delivered the top
trailing 5-year annualized
returns of 21%, supercharged
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t 3-Year 5-Year Annualized Worst Draw 5-Year I 5-Year LN emie (]
AR s nl b bl : 2020 Net 2021Net 2022Net 2023 Net 2024 Net : ; Worst Draw : Standard Ratio  Correlation
Fund / Firm 2025 Annualized Annualized Net Returns Down (%) Annualized s Sharpe :
= . . . i Launch Returns Returns Returns Returns Returns : Down (%) ; Deviation : since versus S&P
20 '21 '22 '23 '24 Fund Name Strategy Assets Net Net Returns Net Returns (%) since since Standard : Ratio :
Date i (Hurdle: (Hurdle: (Hurdle: (Hurdle:  (Hurdle: i . Last 5 Yrs . . .. since Inception 500TR
($ Million) 4.5%) 4.5%) -5%) 5.75%) 6%) Returns EC/R LT (%) Thru inception o 5404 Inception Deviation e e Thru Thru Thru
2024 2024 Thru 2024 Thru2024 Thru2024 o0 50 2024 T Soad
NA @2 a1 a2 41 << HondQppextunity Oct-16 il 965 /7,500 10.61 10.28 1.52 5.03 2095  12.30 916 9.67 10.07 10.48 110.48 NA 6.73 NA NA NA
Trading (New York) Long/Short
45 36 35 38 42 Hudson BayLP (New York) Jan-06  Multistrategy  5,745/18,769  15.75 13.23 3.33 6.09 9.55 7.39 6.29 9.50 1016 1.21 -6.04 3.43 5.09 2.03 1.69 0.09
NA NA NA 44 ag roMertumEundSBCClass Ac, o, 8 Emerging Marketal o on 719 457 453 15.77 15.78 0.88 11.54 918 9.02 -8.94 -8.04 4.62 4.06 143 175 017
(London) Credit
NA NA NA NA 44 hedwoodOffshore Jul-00 Distreasad 2,200/9,400  10.89 13.72 -4.36 9.46 1716 10.25 7.04 9.11 1.76 NA -36.28 NA 10.26 NA NA NA
(New York) Credit
Mariner Atlantic Multistrate: A e L s
37 42 42 46 45 9 Nov-95 RelativeValue 2,918 /8,700 9.94 715 414 7.95 6.76 5.89 6.36 8.29 7.65 -3.21 -20.00 3.21 4.23 1.51 NA 0.08
Ltd (New York) 4
Multistrat.
NA NA NA NA 4g exfordSpectrumLP Apr-97 Global 612/ 2,000 5.47 21.45 -0.65 5.57 819 39.20 4.30 7.77 9.33 -27.36 -39.82 15.94 11.64 0.33 0.62 0.63
(West Palm Beach, FL) Multistrategy
NA 39 45 48 47 DrawbridgeSpecial Oppor- . o, ol 3,000/50,000 6.34 15.43 0.66 6.16 8.73 5.84 7.24 NA 17.30 NA 910 NA 0.50 NA 0.49
tunities LP (New York)< Long/Short \
; : <4
NA NA NA 47 ag Summit TX Alpha Master Julas  EauityMarket ., 17400 487 6.01 5.7 11.96 7.04 8.50 7.27 6.16 -3.54 -4.87 4.32 4.02 110 1.06 -0.01
(Forth Worth, TX) Neutral /|
| \ ) A
NA NA NA 49 49 ?I\::v?;‘::‘ri’)d CreditMasterLP  pug14 Municipal Credit  1,254/1,430  10.36 6.32 2,93 8.94 685  9.07 621 . 706 7.72 -4.91 -4.91 4.21 3.64 1.08 1.65 0.47
|
NA NA NA 50 50 HiverNorthInstitutional fug-Oz .. ciceedEnd 861/ 5,005 147 6.48 1.22 8.70 8.87 8.95 5.34 6.71 11.57 -818 -818 6.88 7.46 0.61 1.33 0.80
Partners LP (Chicago) > Fund Arbitrage
Top 50 Averages 16.37 yrs 4,547/ 39,663 17.06 16.04 910 12.08 1517 117 11.92 13.63 11.82 11.63 16.66 9.77 8.47 146 1.41 0.32
ES:: fr"’;'::ge Hesge NA / NA 114 10.22 -8.22 9.27 0.68 12.38 3.23 615 7.73 11.90 24.09 817 7.04 0.44 0.79 0.91
S&P 500
NA / NA 18.40 28.72 11814 26.29 2502 | 17.95 8.03 14.52 12.07 -23.89 -50.95 18.06 15.19 0.66 0.53 1.00
Total Return Index
M NA /NA 5.55 -2.54 13.01 4.52 015 2.65 -316 1.35 5.94 1713 1713 5.03 5.86 -077 0.48 0.47

Global Gov't Bond Index

A CRC Bond Opportunity Trading fund assets were as of October 2024. < Drawbridge Special Opportunities 3Q2025 returns are thru

> RiverNorth data includes performance of RiverNorth Capital Partners LP, whose inception dates back to 12/31/2009.

August. " Summit TX was formerly known as Crestline Summit Equity Alpha. NA = Performance data was not avilable or fund did not qualify for inclusion.

by a49% gain in 2022. This
contributedto higher vola-
tility of 12.3% but also to an
impressive Sharpe ratio of 1.5.
But the most extraordinary
statistic is that Helix was the
survey's second-most uncor-

related fund over the last 5
years,coming inat-0.27.

The oldest macro fund in the
group, D.E. Shaw Oculus,
got started back in 2000
and delivered trailing 5-year
annualized returns of 20.5%.

Fueling the fund’'s move up
the ranking from 15th in 2023
to 7th in 2024 was last year's
gain of more than 36%.

Despite Oculus’ high-octane
performance since the start
of 2020, its volatility has

remained around its historical
average, below 9%, which has
produced a stunning Sharpe
ratio over 2 while being
uncorrelated to the S&P 500
(-0.09).

Citadel Global Fixed Income

has made the Top 50 ever
since the current method-
ology was adopted for the
2019 survey. Over that time,
the fund has steadily seeniits
ranking increase from 40 to
15, with 5-year trailing re-
turns of 16.6%. Like AQR, the

fund got a big boost fromits

performance in 2022, when it

gained more than 33%.

Event Driven

Just two event driven funds
made the Top 50, but they

collectively averaged 5-year
gains of 14.6%.

That number of fundsiin

this strategy could’'ve been
doubled if two other opportu-
nity funds making this year's
survey were classified as

event driven. But 13th-ranked
Sandglass Opportunity is an
emerging market credit shop,
and 30th ranked BlueBay
Event Driven Credit (profile
on pp. 31-32) sees itself first
as a credit fund. If they had
been added in, the strate-
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METHODOLOGY BEHIND THE SELECTION OF THE TOP 50 MOST CONSISTENTLY PERFORMING FUNDS

The value of any statistical study is rooted in its methodology and
how well it distinguishes among lies, damned lies, and meaningful
and actionable results.

The approach perennially deployed in this annual survey delivers
that third outcome by objectively identifying active management
that has realized consistent value.

The results also challenge a core belief that’s been driving markets
for a long time: that passive investing delivers superior results.

Historical evidence supports the value of low-cost index investing.
And for a 30-year investment period, it would likely serve most in-
vestors well. But it will be intermittently exposed to sharp sell-offs.

Because of market volatility, results over a 5- or 10-year period will
be materially affected by timing. Risk is related not only to asset
exposure but also to when that exposure commences.

A select number of seasoned hedge fund managers can mitigate
that risk by achieving consistent returns across various market con-
ditions.

Decades of research have shown there’s a corner within the
multi-trillion hedge fund industry that delivers on that promise.
Evidence of this claim is rooted in the way this survey determines
consistency.

Data Verification

The initial search for these 50 funds starts each year in early Feb-
ruary by reviewing various databases that report the previous full-
year fund recturns. The initial screen focuses on only broad strategy
funds. The reason: to seek out managers who have consistently de-
livered gains with low to moderate volatility without tailwinds or
headwinds associated with specific industry or country exposure.

Requiring funds to manage at least $300 million helps ensure re-
liability of data. When funds reach that size, they are more likely
to hire top-tier service providers. These include administrators,
prime brokers, accountants, and lawyers, whose involvement may
enhance reporting accuracy. These higher standards in turn may
result in greater institutional investor and consultancy interest,
which then may lead to further critical assessment.

Each fund that qualifies for the Top 50 is then contacted to con-
firm the accuracy of data collected.

When a fund feeds data directly into databases, accuracy isn't guar-
anteed. Reported data may be from a founders’ class with low fees,
numbers may have been revised since submission, or strategy clas-

sification may be wrong.

UCITS and ‘40 Act funds, for example, can slip into hedge fund
databases. That risk is increasing as larger hedge fund managers in-
creasingly spin off these more liquid, lower cost, and more publicly
accessible alternative investment vehicles.

An example are London Stock Exchange-traded hedge funds. As
closed-end funds, their trading price is determined by market de-
mand as well as by the underlying performance of the fund.

Whether it's a CEF or UCITS version, these results cannot be used
as proxies for flagship hedge funds. When such funds are identified,
they are then deleted from the screen.

A handful of managers refuse to verify their numbers. This does not
mean their data is faulty, but it reinforces the need for prospective
investors to always conduct their own due diligence.

Accordingly, the numbers cited in this report should be treated
only as a starting point for identifying potential investments. Re-
ceiving published performance documents by the fund—not by a
third party—is essential for verifying return histories.

Universe Expansion

Several years ago, I started to consider two types of funds I had
previously excluded.

‘The first is diversified long-short commodity funds that include a
global macro component—whether in determining investments or
in making macro trades to hedge ‘or enhance a strategy. Managers
of these funds muse contend with volatile markets along with fi-
nancial, geopolitical, supply-chain and transport forces. They are
far more complex and diversified investments than their names
suggest.

The second group is exogenously levered funds. A fund that seeks
to enhance performance of a flagship product by ratcheting up
portfolio leverage beyond what's embedded in specific investments
feels like a cheat—a way to juice returns at the risk of greater vol-
atility. But a deeper dive into this space reveals that managers who
developed levered fund versions of their main funds have effectively
contained risk while enhancing returns. (See the No. 24th-ranked
Glazer Enhanced. The 43rd-ranked fund, ProMeritum, recently
launched an enhanced version of this fund.)

Performance Hurdles

Among the survey’s most important filters is use of performance
hurdles for each of the last five years. They appear at the top of each

yearly data column on pp. 9-18.

Minimum annual performance standards impose further discipline
in fund selection. This helps identify managers who may likely take
profits periodically and successfully redeploy them, rather than
betting gains may beget greater gains—an approach that can en-
hance risk.

Hurdles are also an indirect way of detecting strategy shift by iden-
tifying performance that significantly deviates from past returns.

For the year ending December 2024, the hurdle was set at 6%—
the highest it has ever been since I adopted this approach for the
2019 Wall Street Journal survey. For that report, which looked at
performance through 2018, my editor and I felt that funds on any

short list, regardless of how well they may have done during the
trailing five years (the basis for the ranking), needed to have deliv-
ered at least 5% gains in 2018.

The reason?

We wanted an objective way to see which funds.delivered alpha—
or to paraphrase Warren Buffett, to.reveal managers who had
trunks on when the tide went out in the 4th quarter of 2018.

That year, the market had enjoyed decent returns until the year-
end selloff turned full-year market results and the average hedge
fund negative. Both ended the year down around -5%. That meant
we were screening for funds that had outperformed the industry
and the market by around 10%.

This simple requirement promotes a list of more consistently per-
forming and less-volatile managers. And because the hurdle is al-
ways a mid-single-digits number, it’s strategy agnostic. It doesn’t
raise the bar too high for non-equity strategies when the market
is ripping.

Buct it’s also saying, if youre paying substantial management and
performance fees, minimum net returns should be at least a couple
of hundred basis points above the risk-free rate regardless of what
the market is doing.

Hurdles have excluded many venerable funds that had previously
made the cut, including Renaissance, Tiger Global, Element Cap-
ital, and Alphadyne.

Though infrequent, hurdles can knock off the previous top-ranked
funds. In last year’s report, there was a significant rotation at the
top of the 2023 list, with five of the top seven funds having failed
to make the 2024 cut.

There have been several instances when funds have made this list
for many years and impressed to have earned profiles in this survey.
But then they have a slightly off year. In some instances, that shift
in fortune is a tell, a nod to more closely examine why performance
has shifted that sometimes reveal management or execution issues.

The only time the hurdle rate was negative and below the risk-
free rate was in 2022, when war and supply-chain shocks collided
with rapid post-pandemic spending, sending inflation and interest
rates soaring. That year, the market lost more than -18%, 15 of 20
hedge fund strategies reported by BarclayHedge lost money, the JP
Morgan Global Government Bond Index dropped by more than
-13%, and the average hedge fund ended down by more than -8%.

There were few safe corners in which to hide that year. But at the
same time, the risk-free rate soared to its highest levels since before
the financial crisis. This created a conundrum in determining a fair
hurdle rate.

It was set at -5%.

Still, 44 of that year’s Top 50 funds made money. Only five lost
money, and only three were down more than -2%. The 50’s average
return in 2022 exceeded 9%, which outpaced the market by more
than 27%.

Fund Rotation

This year sees only a minimal fund rotation off the list. The seven
funds that have been dropped were spread across the 50. A com-
mon reason for underperformance appears to have been skepticism
that the 2023 rally would continue in 2024—the same issue that
plagued some managers that made the 2022 survey but struggled
in 2023.

The biggest surprise: Previously 6th-ranked Waha MENA Equity
had made the survey every year since 2019 averaging gains of near-
ly 17%. Last year, it was up 1.2%.

I was tracking the 26th-ranked equity fund Hawk Ridge for years,
waiting for it to clear its sub-par 2018 performance to qualify in
last year’s report. Its 5-year and since-inception annualized returns
for 16 years were around 12%. In 2024, it gained just 4.7%.

Then there was the 12th-ranked activist fund Starboard Value
which had generated annualized returns of 16.5% since its launch
in 2002. It turned in gains of just 4.2% in 2024.

This doesn’t mean these funds have lost their appeal, just that they
significantly underperformed their historical average and the mar-
ket during a time that proved supportive for most investments.
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Beyond the Chaos: Markets Will Help Right the Ship and
Ensure the Return of Rationality, Says Justin Young

This well-regarded asset manager
looks beyond the current headlines and
believes that once volatility subsides
the US will retain its unique place in the
global economy and markets. But valu-
ation and growth risks remain front and
center. We spoke several times as the
initial bout of uncertainty surrounding
tariffs was playing out.

Thanks for being here Justin. How
would you briefly describe what's going
on?

| see this as a global rebalancing process
which was reflected in elections across
developed markets in 2024 —from the
UK to France, Japan to the US. We've
reached a point where the previous
policy mix which relied on globalization,
debt, foreign energy, immigration, and
inflation—became increasingly unwork-
able. What we're seeing now is a global
reset —politically, economically, and
across corporate strategy—and markets
are in the process of digesting that. You

also have Al emerging as a huge
disruptive force.

Many experts like yourself fear
our ballooning government
debt and want to see spend-
ing seriously cut to reduce
our national debt. That’s not
happening with the current
Republican budget despite all
the cuts in services. How do
you think this will play out, and
how does the extension of tax
cuts jive with this effort?

Basic mathematics tells us that
cutting taxes without equivalent
spending reductions worsens
our fiscal trajectory. That is
why | am more interested in the
combination of taxes, tariffs,
and spending cuts in aggre-
gate. One option would be a tax
cut alongside spending cuts. The admin-
istrationis working on that, and | think
markets would welcome that.

This issue segues into tariffs. What are
your thoughts on the current trade war?

First, | believe framing this as a tax plan

is more accurate than calling it a trade
war—with the exception of China, where
we have been in a trade war. Treasury
Secretary Bessent says the administra-
tionis aiming to raise $300-600 billion
for deficit reduction through targeted
tariffs that vary by country. This would
translate to around 10—-20% tariffs on $3
trillion of imports. | believe these levels
will end up being lower for Canada and
Mexico, around 10% for most countries,
and substantially higher for China. Over-
all, Ithink this is a manageable level and

a modest headwind to earnings if costs
are shared by foreign producers, domes-
tic businesses, and households. This is
likely to slow growth by less than 1% of
GDP. The other goal seems to be to move

supply chains away from China towards
our allies.

Huge brands like Walmart may be able
to swallow a portion of the tariffs. But

| imagine mid-size and smaller oper-
ations will suffer, which might end up
further concentrating market share. If
most foreign producers refuse to shoul-
der this burden and domestic importers
pass on most of these tariffs, what then
might happen?

As |ljust mentioned, | don't think average
tariffs of around 10% will cause wide-
spread economic indigestion or have
huge market impacts. Currency move-
ments are often larger than that. The ratio
of who bears what cost will move around
a bit. But my expectation, as outlined
above, suggests the impacts should be
manageable. We saw this exact dynamic
play out in Trump's first term where he
applied tariffs.

China, however, is the exception, and for
good reason. Beyond being just another
trading partner, China has positioned it-
self as a strategic rival pursuing econom-
ic dominance in critical technologies and
industries. Foreign companies operating
inside its borders face real risks: regula-
tory unpredictability, technology transfer
pressure, and persistent IP concerns.
These are not political abstractions —
they're core business issues that affect
long-term competitiveness, profitability,
and national security. Ultimately, we're
moving supply chains toward more
predictable and aligned partners. This is
also part of the rebalancing we discussed
earlier.

This transition comes with short-term
costs, butit should build long-term
resilience. Over time, as business move
supply chains elsewhere in search of
lower tariffs, | believe markets will reward

that shift as a structuralimprovement, not
as a setback.

The president’s approach to global
trade issues has begun to delay some
expansion plans by both domestic and
foreign companies. How long might that
pause be?

It's too early to tell definitively. Both CEO
and household surveys show significant
unease. What remains unclear is wheth-
er these sentiment shifts will resultin
persistent behavioral changes or prove
temporary. If markets stabilize or contin-
ue torecover, that should reverse some
of the hesitation we're seeing. Interest-
ingly, amid this broader uncertainty, we're
seeing targeted efforts to reshore critical
manufacturing in semiconductors and
pharmaceuticals, creating sector-specif-
ic opportunities.

How long do you imagine it will take
before the issues related to tariffs and
associated volatility are resolved?

| think we'll likely see clarity withina cou-
ple of months. | think the Trump adminis-
tration front-loaded the most economi-
cally controversial elements of his policy
agenda. | think the remaining issues,

like tax or spending cuts, are likely to be
viewed more favorably by markets, which
tend to be indifferent to cuts related to
social issues.

| would like to push back a bit more
here. The last two major stock mar-

ket shocks were due to poor financial
regulatory oversight and the pandemic,
the latter having been countered by a
unique and robust vaccine response.
Significant recent cuts have been made
to both governmental functions and
leadership with material shifts being
made to policy. Are you concerned
these changes may enhance risks to the
economy and markets?

While we're monitoring these areas, my
view is that markets tend to focus more
on fundamental earnings drivers than
regulatory adjustments. | don't think
these changes are likely to have the same
impact on earnings as policies like tariffs
and taxes. The cuts you referenced are

certainly showing headcount reductions,
but not a dismantling of the core agen-
cies, so | would view the changes as less
existential.

We’'re seeing significant decline in
foreign tourism into the US, a material
movement against buying American
products, slowdown in foreign student
applications to US schools, and a pause
in foreign direct investments until
there’s greater clarity. Again, are you
concerned that these might materially
affect the economy and market?

I think these issues have also generally
been overstated. So far, travel data and
hotel occupancy show no impact. Foreign
directinvestment in the US is less than
1% of GDP annually, and at the same

time, we're also seeing onshoring activity
expand. | believe some of the hesitancy
we're seeing—whether in tourism or uni-
versity applications —reflects uncertain-
ty, not a structuralrejection of the US as a
destination for talent or capital. Generally
speaking, | do expect to see a modest

hit to earnings from tariffs and a small
increase in price levels, and I'm closely
assessing the impact of this uncertainty
on cross-broader investments.

Let’s change gears for a moment and
discuss your move from the $40 billion
South Carolina Retirement planto a $3
billion organization in Oklahoma. What
was behind this move?

There were two big reasons. One, at
South Carolina, the program | managed
was focused exclusively on market-neu-
tral hedge funds. After building a strategic
asset allocation framework and reallocat-
ing 75% of the portfolio, then designing
arobust reporting and risk process, | felt

| had taken the program as far as | could
and wanted a bigger challenge.

MEMCO offered the opportunity to work
with a broader platform with multiple cli-
ents, three hedge fund portfolios config-
ured around a directional book, arelative
value exposure, a new portable alpha
program as well as the ability to work with
private market investments.
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Let’s discuss your decision to introduce
portable alpha.

To maximize alpha exposure, we focused
on managers running 100% alpha overlay
strategies. These managers provide
exposure to their hedge fund strategies
alongside equity beta via swaps, allowing
us to maintain market exposure while
isolating active returns.

What are the benefits of MEMCO’s
non-profit status as an OCIO?

Thefirst is that serving non-profit cli-
ents, like university endowments, means
we think about taxes far less than most
people and that opens up our investible
universe quite a bit. The second is that
we are focused on client portfolios and
not our bottom line. Third, we have much
lower expenses, greater transparency;,
and our clients can even join our board.
Lastly, and most importantly, the work
offers a much deeper sense of purpose:
we're funding scholarships and retire-
ment benefits.

Have you rotated strategy exposure in
response to the spike in volatility ?

No, other than adding a small amount of
equity exposure during the recent lows.
The changes we've been making over

the past several years have inherently
derisked our exposure, the biggest being
to our directional hedge fund book, which
had historically been mostly long-short
equity. We're now more focused on
increasing capital efficiency and reducing
beta. We added shorter duration private
credit strategies (picking up illiquidity
premia), reinsurance after the dislocation
in 2022, and higher vol macro and direc-
tional commodity exposure alongside our
existing CTA exposure. While our average
fund volatility is in the mid-teens, diver-
sification has lowered overall volatility in
that portfolio to the mid-single digits. The
benefit showed up last year when we de-
livered near equity-like performance with
very low beta and our new portable alpha
book outperformed equities. We are also
working on a new tail hedge program to
supplement our existing roster.

Continued on next page
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To mitigate capital-loss risk during this
current period of uncertainty, are you
considering risk-free investments?

With therecentriseinyields to levels
meaningfully above inflation, we added a
modest amount of long-duration Trea-
sury exposure for the first time in avery
long time. However, Treasury returns
alone won't get our clients to their return
targets. We're finding better value in
shorter duration spread assets, like
receivables, though these aren't entirely
risk-free either.

Where do you think inflation and short-
term rates are heading?

Setting aside tariff effects and potential
dollar weakness, | believe the major
inflation wave is now behind us. Energy
prices have fallen considerably, rent

has flatlined, and wage pressures have
subsided with more tepid growth. With
the Fed Funds rate currently about 2%
above inflation, there's room for cuts

by the end of the year —especially if
growth weakens from here and inflation
continues to moderate. Tariffs will have a
short-term impact, but most economists
and the bond market have not projected
this to last beyond 12 months.

How do you imagine the economy
and market will respond to the rest of
2025?

GDP and employment growth have been
slowing for more than six months, with
early signs of stress appearing in low-in-
come households. When combined with
tariff-related uncertainty, growth could
weaken further by year-end. From a mar-
ket perspective, rising bond yields mean
minimal premium for equity risk. With
valuations still elevated and attractive
real yields in fixed income, equities could
face downward pressure. A 10% decline
in both earnings and multiples could
translate to a 20-30% market drop. The
market could realistically end the year
well below Memorial Day levels. .

Could anything drive earnings or stock
prices in the near-term?
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Several factors could improve the out-
look. Moderate tariff cuts, which | believe
are likely, would help offset uncertainty.
Tax cuts and deregulation would likely
support corporate profitability. Though
Al capex is massive, these investments
could soon translate into productivity
gains and earnings growth. Lastly, we
are seeing a coordinated global interest
rate easing cycle alongside big spending
packages in China and Germany.

Looking further out, if interest expense
becomes a serious problem as near-ze-
ro rate COVID-era bonds are refinanced
with more expensive debt, the Fed might
consider implementing yield-curve
control. This means targeted quanti-
tative easing for longer-term bonds. If
that were to happen, we would likely see
gold, equities, and other real assets rip,
though probably at the expense of the
dollar.

If trade and capital flows continue to
shift outwardly, do you see the dollar’s
reserve currency status coming under
threat in the coming years?

| don't see the dollar’s reserve status
being challenged. It is anchored by the
depth of US capital markets, global trust
in American institutions, and the lack of a
credible alternative. With that said, dollar
weakness would not surprise me at all.
It's rich when measured by traditional
metrics like Purchasing Power Parity

or Real Effective Exchange Rate, and
US investors are heavily overweight US
equities. Lastly, European and Japanese
vield curves are much steeper, which
reduces inflows into our bond markets.

Let’s conclude by identifying risks that
concern you most right now.

Beyond what we've already discussed,
economic fundamentals have been
softening beneath the surface since last
summer. Hiring momentum is slowing,
housing markets have stalled, PMI
surveys suggest we may be entering a
period of decelerating growth, and if Si-
no-American trade tensions aren't eased
soon, China could stop exporting parts

and materials critical to manufacturing.

Adding to this, the delayed impact of rate
hikes remains underestimated. Most US
debt—corporate bonds, Treasurys, and
mortgage-backed securities—is longer
duration rather than floating rate and
was refinanced during COVID at histor-
ically low rates. This means effective
borrowing costs will continue climbing
even as the Fed cuts rates, maintaining
pressure for years to come.

While a modest slowdown would not
normally be cause for concern, equity
markets face a precarious combina-
tion of elevated valuations, stretched
earnings expectations, and elevated
allocations. US markets are now more
than 70% of global equity benchmarks.
Retail and traditional long-only investors
maintain near-peak historical allocations
despite growing economic pessimism in
survey data. This cognitive dissonance
seems unsustainable longer term, espe-
cially with 5% bond yields now offering
compelling alternatives that should
attract capital over time.

Longer term, the fiscal deficit represents
the most significant structural challenge,
though meaningful reform will likely
require bond market stress to force pol-
icymakers' hands. Until then, these con-
verging headwinds create an increasing-
ly fragile backdrop for risk assets.

Eric Uhlfelder, June 2025

Justin Youngis Director of Invest-
ments at MEMCO. In 2023, Institu-
tional Investor cited him as a Rising
Star for Alpha Generation. Prior to
joining MEMCO, he spent 11 years at
the South Carolina Retirement System

Investment Commission, where he
concluded his tenure as director of
portable alpha. Institutional Investor
named that program as Public Plan of
the yearin 2022. He began his career
as aresearch analyst on the global eg-
uities team at Bridgewater Assaociates.

gy’s average 5-year returns
wouldn't have changed.

The lesser known of the two
event driven operations is
the 10th-ranked Beryl Cap-
ital that resides in Redondo
Beach, California. The small
$730 million fund generated
5-year annualized returns of
18.8% on the back of three
years of 20+% returns.

But this fund comes with
higher risk. Its volatility

and worst drawdown were
running around 26, which
depressed its Sharpe ratio
to 0.63. And it got tagged in
the first quarter of 2025, off
-24.6%, and hasn't seen any
improvement through May.

London-based Kite Lake
Special Opportunities, which
is managing $2.4 billion, runs
amore stable book. The
36th-ranked fund, with 5-year
returns of 10.4%, has a volatil-
ity of 8.2% and worst draw-
down of just -9.5%, which has
helpeditto achieve a Sharpe
ratio of 0.96. And during the
rollercoaster first quarter of
2025, it gained over 5%.

Emerging Markets

In 2022, only three emerging
market funds made the Top
50. When the number dou-
bled in 2023, the strategy’s
average 5-year trailing re-
turns declined from 13.4% to
9.5%. But last year, 6 emerg-
ing funds that made the
survey delivered the stron-
gest returns of any strategy
in 2024, soaring an average
of 18.8%. This boosted their
trailing 5-year annualized
returns—which now counts
7 funds—back up to 13.5%.

Daily close of the S&P 500
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“Russia is the world's leading rogue power, now by

a large margin following the collapse of Iran's ability

to project power. This year, Moscow will pursue more

policies that undermine the US-led global order.”

- Eurasia Group

That's triple BarclayHedge's
average returns of all EM
funds it tracks.

Lastyear’s emerging market
rally, especially in credit, was
due to several factors, includ-
ing structural improvements
in certain sovereign debt
markets, specific corporate
restructuring, and growing
macro and geopolitical un-
certainty that increased both
volatility and opportunities.

A systemic driver of returns
has also been the limited

amount of active fund as-
sets investing in emerging
market credit relative to the
actual depth of the EM credit
market.

Leading the EM group is 11th-
ranked FIM MENA Horizon,
with 5-year trailing returns of
18.3%. and 13th-ranked Sand-
glass Opportunity, which
delivered annual returns of
17%.

But these are two very differ-
ent funds.

FIM founder and CEO Hedi

Ben Mlouka manages a
long-only equity fund that
targets stocks in the Middle
East and North African re-
gion. His unhedged approach
focuses on one of the world's
fastest growing regions that's
also often a place of conflict,
which could make the fund
prone to volatility. The fund’s
five-year volatility was 17.5%,
with a worst drawdown of
-26.2%. This produced a
Sharpe ratio of 0.90.

Sandglass Opportunity,
co-founded and managed
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THE RARE 11: THE MOST CONSISTENT FUNDS

In quarterly reports that follow the release of each year’s Top 50 survey,
the performance of each fund is then tracked to test the mettle of the
selection process or to see if it's more of a Sports Illustrated Cover
Curse.

For those who aren’t familiar with the phrase, this is when an athlete or
team gets featured in this venerable publication, only then to stumble.
This occasionally happens in this survey.

But this sidebar takes a deeper dive into consistency by identifying the
nearly dozen funds out of the hundreds that have made this short list
since I established the current methodology for 7he Wall Street Journal
edition in 2019. That survey identified the managers that had out-
performed the market by at least 9.5% in 2018 and had the strongest
5-year trailing returns.

No surprise that this ultra short list includes the likes of Citadel Wel-

Characteristics Driving Consistency

After years of interviewing portfolio managers, this survey has found
that consistent performance is rooted in an experienced management
team that’s been working together on the same strategy for many years
and is committed to a disciplined investment process. Specific manage-
ment features include:

* Drofit taking, limiting loses from cascading, and regular in-
vestment rotation.

* Limited or no exogenous leverage.
* Proven ability to distinguish between noise and opportunity.

* Target less researched and less
crowded idiosyncratic investments
with low market correlation.

2025 SURVEY OF THE TOP 50 HEDGE FUNDS: 22ND ANNUAL EDITION

phisticated family offices, became nearly 90% of the fund. Partner cap-
ital has held steady at 5% since the fund’s launch.

Millstreet has also avoided the performance trap often associated
with funds that significantly expand past an originally stated capacity.
The firm was originally targeted to close at $2 billion before inflation
and interest rates took off in 2022. Growney explains that increased
stressed and distressed opportunities enabled the fund to grow assets
further without compromising its investment strategy.

Last year, net returns remained in lockstep with the fund’s 12% histor-
ical annualized net returns.

This year, management will hard close the fund around $4 billion—a
nearly 10-fold increase over assets the fund was running at the end of
2018 when this survey originally identified this remarkably consistent
manager.
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ties derived from constant review of thousands of issuers and financial
instruments.

All of this has attracted significant pension fund interest that’s more
than 40% of assets, while internal capital is over 25%. Collectively,
this commitment helps sustain support of a well-established invest-
ment process.

Hedged-equity fund Anson Investments has seen its ranking steadily
increase from 27th- to this year’s 2nd-ranked fund because of its focus
on idiosyncratic investments with limited market correlation that has
generated even larger annualized monthly gains when the market is
down (+1.32%) than when the market is rallying (+1.17%).

When Anson qualified for 7he Wall Street Journal Survey, it was manag-
ing $354 million at the end 0f 2018. The Toronto-based fund has since
grown to $1.2 billion due to one of the industry’s highest winning

AN EXCLUSIVE CLUB Ranked by trailing 5-year annualized returns through 2024

lington, D.E. Shaw Composite, and Millennium. Perhaps more unex- * Limits downside by hedging core FundAssats RN . 5-Yelf_nr ; A';“‘:a'ize?o/'“,et V\II)orst [:Z/a;v . 5-Ye|e_1r ; ssr-\Year 5c-YearI Ftl:lnd
o o o oflo 9 . CO . o nnualize eturns (", own (% nnualize arpe orrelation
pected is the inclusion of far smaller and less familiar names. This anal- rlSka and restricting concentration Fund Strategy (ifMDl:l::)r})zzs (Hzfsr;r;/) NetReturns (| sinceinception  Last5Yrs  Standard Devia-  Ratio Jerelis S5E
ysis reveals funds with the most consistent returns, dating back more and investment correlation. ' : (%) thru’24 thru’24 thru’24 tionthru’24  thru’24 500 TR thru’24
than a decade, and some of the characteristics behind their consistency. * Learns from failure and is willing Anson Investments Master (Toronto) ~ Equity Long/Short 1,212 10.01 24.09 1512 -5.36 11.88 1.80 0.16
to Chaﬂenge beliefs that are no lon- Citadel Wellington (Miami) Multistrate 52,330 15.21 23.66 19.46 NA NA NA NA
Distinguishing Between the Rare 11 and the Top 50 - 9 vy 2 : : :
) & P ger productive. Citadel Tactical Equity (Miami) * Quantitative Equity. 1,840 22.48 21.10 20.41 NA NA NA NA
Main Takeaway: The 11, with a heavy tlt to multlStrategy funds, over o Aligns investor interests by having DE Shaw Composite (New York) Multistrategy 26,800 18.00 17.73 12.59 NA 3.61 4.22 0.10
the trailing 5 years through 2024, delivered superior returns with less material management fund expo-  Citadel Global Fixedincome (Miami) ~ Macro/Fixed Income 3,500 9.89 16.59 11.86 NA NA NA NA
.“flk tlcllan the 50. Buéo"efi a much longer time, that distinction dimin- sure and being candid and trans- Millennium USA LP (New York) Multistrategy/Credit Rel: Value 22,797 15.05 1513 13.67 -0.64 3.52 3.58 0.07
TR DSRS0 A O R parent about operations, invest- Millstreet Credit (Boston) credit Long/Short 3,938 12.54 14.52 12.04 -4.39 4.91 2.44 0.47
1. Five-year net annualized returns of the 11 is 16.04%, two percent- ments, and performance: Blue Diamond Non-Directional Statistical Arbitrage 2,479 11.85 13.04 14.33 -4.95 7.95 1.32 0.44
age points higher than the Top 50 and one percentage point more o Has attracted a-stable long-term (Pfaffikon, Switz.)
than the S&P 500. Credit this outperformance to 2022, when the baseof i e, 58 Mudrick Distressed Opp. (New York).  Distressed Credit 2,000 32.01 1217 11.33 -19.50 16.04 0.53 0.15
11 generated an average return of 14.85% while the 50 was up frer G te Wolverine Flagship Fund Trading Ltd  Multistrategy 4,807 12.48 1013 8.14 -10.84 6.67 114 0.51
9.1% and the market was down more than -18%. Jeflrey rowney, partner at the 21st- (Chicago)
i . . .~ ranked Millstreet Credit, explains the Mariner Atlantic Multistrategy Ltd Fixed-Income Relative Value 2,918 6.76 8.29 7.65 -3.21 3.21 1.51 0.08
2. With ’3 of the 11 funds having been launched in' the 199052 th%s fund “has steadily grown over the years (New York) Multistratrategy
group’s average age is nearly 5 years older than the Top 50, which is ., use we've stuck toa disciplined pro- Rare 11 11,329 1512 16.04 13.33 -6.98 792 207 0.25
already a very senior 16-plus years. cess in targeting stressed and distressed BarclayHedge Hedge Fund Index NA 9.68 6.15 7.73 -11.90 817 0.44 0.91
3. The older 11 has a much higher average drawdown since inception credits where we believe the underlyin S&P 500 Total Return Index NA 25.02 14.52 12.07 -23.89 18.06 0.66 1.00
g £ P ying
of -21.6% versus the 50’s -16.7%. These larger losses shrunk the value of targeted uncorrelated securities ~ JPMorgan Global Gov't Bond Index NA 015 1.35 5.94 4713 5.03 -0.77 0.47

difference in annualized returns since inception: 12.6% for the 11
and 11.8% for the 50.

4. Five of the 11 funds are multistrategy, a much higher percentage
than the Top 50 (9 of 50); two fixed-income/credit strategies are
in the 11, where 12 made the 50; and 1 of the 3 macro funds that
made the 50 are in the 11.

5. With a higher tilt toward multistrategy funds, it's no surprise the
average fund size of the 11 is more than twice the average of the
Top 50 and, even when knocking out the elephant on the list Cit-
adel Wellington, the 11 is still nearly twice as large of the average
50 fund AUM.

6. Smaller funds are well represented with 6 of the 11 funds managing
$3.5 billion or less. Many of these funds had managed much fewer
assets when the survey first started tracking them many years ago.
This reveals the unique value of identifying talented, smaller, and
often less-expensive managers earlier in their careers.

are unlikely to fall significantly below
our entry prices and where we see con-
ditions that enable credit performance
to be sustained or enhanced.” And
when the fund is wrong, it gets out sooner rather than later, limiting
performance drag.

Its worst drawdown over the last 5 years was —4.4% with a standard
deviation that wasn’t much higher and a Sharpe ratio of 2.4.

He also credits the management team that has been together since the
fund’s launch in 2010 and follows a proven investment process, which
avoids leverage and focuses on under-researched small- and mid-cap
corporate debt or loans that are realized within 3 years or less.

The partner also thinks the fund’s sticky investor base reduces uncer-
tainty about material redemption to enable credit investments to run
their course. That reality was firmly established between 2018 and
2020 when endowments, foundations, and pensions, along with so-

Consistency has also been the hallmark of the $4.8 billion Wolverine
Flagship Trading fund, which has generated 23 years of stable returns.
Opver that time, the 38th-ranked fund had only three down years with
cumulative losses of under 30%.

The Chicago-based fund credits a key source of consistency being an
in-house management team that’s been together for more than 15
years. The firm believes this has led to candid debate and efficient col-
laboration.

Another key driver of steady returns is its uncorrelated sub-strategies,
led by capital structure arbitrage, which benefit from the firm’s exten-
sive network of market-maker and execution services. Proprietary tech-
nology enables the investment team to track and uncover opportuni-

* Citadel Tactical Equities replaced Citadel Global Equity in the 2021 survey because of its stronger performance. The latter was then dropped due to the survey's rule of not including more than one specific
strategy type from within the same firm. Tactical would've qualified for inclusion in the three previous surveys with returns of 8.88% (2018), 20.30% (2019), and 20.24% (2020).

** Mariner Atlantic data was not available for the 2019 survey. But had it been, the fund would’ve qualified for inclusion.

records. It has lost money in only one year after more than 18 years in
business. Reflecting the fund’s incongruous performance, that off year
(-9.9%) occurred in 2017, when the market was up nearly 22%.

CEO Amin Nathoo credits the fund’s focus on smaller-cap and un-
der-researched investments, its multi-manager approach that targets
strategies uncorrelated to one other, and maintenance of low net expo-
sure for consistent performance.

“We also believe,” explains Nathoo, “that having a core investment
team that’s been working together for more than a decade supports
open and productive dialogue.” And with management owning 26%
of the fund, that also aligns its interest with those of its external investors.
(See fund profile on pp. 28.)


https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
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by Genna Lozovsky, largely
targets EM credit around the
globe, ex-China. It targets
shorter-term event driven
credit opportunities, ranging
from distressed Ukrainian
corporate credits to the
recovering Argentinian sov-
ereigns. And it hedges many
systemic risks: from interest
rate and FX to commodities
and equity-risk premia.

While it had an uncharacter-
istically strong 2024, soaring
nearly 40% on the conflu-
ence of a series of positive
events, Lozovsky’s approach
produces a bit less volatil-

ity than FIM, with a trailing
5-year standard deviation of
141% and a worst drawdown
of -20% This has produced a
Sharpe ratio over 1.

The third-best performing
emerging market fundin the
survey, like FIM, also targets

a specific region. Enko Africa
Debt, which was launched

in 2016, gained the 18th spot
when it first qualified in the
2022 survey, with its unique
story profiled in that edition.
Since then, Enko has gener-
ated surprisingly consistent
returns, with 5-year trailing
returns of 15.5% —virtually
the same as its returns since
inception. But it wasn’t always
easy.

Soaringinflation and interest
rates, war, and supply-chain
disruptions created all sorts
of problems for the fundin
2022. But it rallied and ended
the year slightly in the black,
helping Enko to retainits 18th
spotinthe 2023 survey.

A16.4% gainin 2023 again
earned Enko the 18th spot
last year. And despite having
its best-year everin 2024,
gaining more than 27%, its
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ranking unexpectedly eased
tothe 19th spot in this year’s
survey.

These returns were minimal-
ly correlated to the market,
producing a 5-year market
correlation of 0.27.

The challenging year of 2022
pushed the fund’s 5-year
standard deviation of 13.7%
well above its historical rate
0f 10.8%. Lower long-term
volatility (coupled with lower
risk-free rates prior to 2022)
helped generate a historical
Sharpe ratio of 1.23, signifi-
cantly better than its 5-year
Sharpe of 0.97.in the 2023
survey.

RISKS &
OPPORTUNITES

A sharply rallying global stock
market has a way of dispelling
concerns that had sent it
tumbling not so long ago.
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The issue that fueled the
turmoil—the president’s an-
nouncement of wide-ranging
tariffs—is still very much un-
resolved. And the underlying
conditions that exaggerated
the selloff are still present.

These are led by highly val-
ued markets that don’t align
with slowing earnings growth
estimates, tremendous
concentration of US equities
comprising global exposure,
and an unconstrained US
president constantly chal-
lenging economic, business,
legislative, legal, and diplo-
matic norms that’s adding to
uncertainty and risk.

A recent study, discussed
below, found nearly half of
institutional investors sur-
veyed expect volatility over
the coming year to be even
greater thanit was during the
global financial crisis.

In the wake of the stock
market rally, it's easy to forget
warnings recently issued by
akey supporter of President
Trump.

Citadel's Ken Griffin put it
plainly. “We’re moving too
quickly, we're moving too
haphazardly, and we're
breaking alot of glassin
trying to solve some very real
problems... With the policy
volatility, you actually under-
mine the very goal you're
trying to achieve.”

These concerns are also ap-
plicable to domestic policies
that are significantly affecting
every facet of American life,
from farmers and veterans,
education and health care, to
state and local finances and

ANSON INVESTMENTS

Truly Idiosyncratic Consistency

Moez Kassam CIO

turns of more than 24%.
And since its inception in
July 2007, the fund has
generated annualized re-
turns of more than 15%
with only one down year.

Consistency of this diver-
sified hedged equity shop
is evident by how well it
has controlled risk. Stan-
dard deviation since incep-
tion has been 10.4, and its
1 worst drawdown (includ-

Early on, before the manager attended
college, it was-evident that Anson CIO
Moez Kassam would take a different ap-
proach to investing.

It was in the middle of the Internet craze
of the late 1990s. Instead of tracking
an intriguing new product or a shrewd
business guru, Moez instead discovered
newsletters that hyped the next Nokia
were fairly good indicators of stocks
worth shorting.

His former high school mate and future
CEO Amin Nathoo recalled, “Moez ini-
tially fell victim to this kind of market-
ing, but he learned quickly.”

Fast-forward more than two decades and
two Canadians found themselves run-
ning one of the most consistently-per-
forming hedge funds this survey has ever
tracked.

Far from a household name, the $1.2
billion Toronto-based fund has qualified
for this survey since the current ranking
system was established for the version
published by Zbe Wall Street Journal in
2019 when it notched the 27th spot. Its
ranking has risen every year since, now
claiming 2nd place in this year’s survey
with trailing 5-year net annualized re-

ing the financial crisis and

COVID) was just -18.7%.
This has helped to produce an historic
Sharpe ratio of 1.23 and a 5-year trailing
market correlation of just 0.16.

But perhaps the most telling data is the
fund’s performance during months the
market has been down. Anson calculates
that figure being +1.32%, which is su-
perior to its monthly returns of +1.17%
when the market has been up.

Investments

Fund performance reflects Anson’s di-
verse and often unorthodox investments
that range from traditional activist longs
and opportunistic shorts, to SPACs and
structured financing into small-cap eq-
uity that Anson can then profitably sell
soon after such deals close.

In mid-2024, Anson exited one of its
most profitable idiosyncratic trades in-
volving a SPAC that had teamed up with

the Trump Organization.

In September 2021, Digital World Ac-
quisition Corporation (DWAC), a SPAC,
started trading on the Nasdaq. A month
later, it announced plans to merge with
Trump’s Media and Technology Group
(owner of the Truth Social platform) as
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an efficient way to bring the latter entity

public.

Initially, more than a dozen investors
were considering participating in this $1
billion SPAC. But it faced a series of reg-
ulatory and legal issues that delayed SEC

approval.

The first involved an unusual effort to
pre-register shares of the IPO before it
was approved. The SPAC subsequently
fired its CEO in 2023 and then lost near-
ly half its financing.

The SEC then disqualified the auditor
who had reviewed DWAC’s financials.
Compounding these issues, Trump
was facing dozens of civil and criminal
charges, and his political fortunes were
far from clear—issues that would affect
the eventual value of the newly merged
company.

All of this contributed to a much smaller
$50 million offering.

Anson, which had been tracking the saga,
saw an unusual opportunity evolving that
had potential for large returns that only
required small capital risk—a non-re-
fundable 10% deposit on a potential $15
million investment, which would only be
made if and when the SEC approved the
deal.

In February 2024, that finally happened.
Shares of the merged company began
trading in March 2024. Then, after the
shares became registered in June, Anson
sold its position, realizing a 300%+ gain.
As Trump won back the White House in
November 2024, the fund was focusing
on a series of early-stage quantum com-
puting micro- and small-cap stocks that
had caught the interest of retail investors
who were driving up their prices even
without these firms showing any profits.

Kassam then approved a series of related
trades. One of his submanagers short-
ed many of the high-flying, overvalued
shares, while another submanager scoured
for opportunities to extend financing to

Continued on p. 30
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Tariffs, increased military spending, declining foreign as-

sistance, and slowing growth will hurt emerging markets
and likely shorten the time between EM market default

cycles.

- Polina Kurdyavko

Head of BlueBay Emerging Markets

Euro’s Rise and Dollar’s Rapid Descent

3 July 2025
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financial markets oversight.

Griffin said his biggest fear is
the damage the president’s
approach and policies were
doing to the country.“The
United States is more than
justanation.It's abrand. It’s
auniversal brand, whether
it's our culture, our financial
strength, our military strength
... It's like an aspiration for
most the world. And we're
eroding that brand right now.”

Four independent reports
releasedin June serve as a

Change from 3 January 2025 to 3 July 2025
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reality check.

Aleading association of US
CEQOs, Business Roundtable,
found economic sentiment
among America's top CEOs
having plunged to the lowest
level since 2020, with its
employment indicator having
fallen by almost 19 points, its
capital expenditures indica-
tor down 15 points, and sales
expectations off 10%.

The World Bank significantly
cut its global growth fore-
casts for 2025 from 2.7% to
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2.3% and warned that global
growth for the decade is “on
track for the weakest per-
formance for any decade
since the 1960s due to trade
tensions, policy uncertainty,
and financial stress.”

The head of hedge fund
allocations at the World Bank
Pension Fund, Mohamed
Farid, who oversees $3.5
billion, said he had no convic-
tion about where the market
or the economy are heading.
The reason: “uncertainty and

volatility that will continue for
the rest of the year and likely
beyond,since it's areflection
of the manner in which the
US president operates.”

The one thing that is clear
to Farid: the market remains
expensive and overinvested.

Consistently elevated vola-
tility was also the takeaway
from a recent study by the $1
billion UK asset management
firm Schroders. The report
found that nearly half of
North American institutional
investors surveyed expect
volatility over the next year to
be evengreater than it was
during the global financial
crisis.

Consumer sentiment, regu-
larly tracked by the University
of Michigan, rebounded in
early June, but is still near
secular lows, driven by fear
of rising prices and a slowing
economy. Survey director
Joanne Hsu told Bloomberg,
“When all the signals are
pointing the same way, it's
just really dangerous to over-
look.”

The future safe-haven status
of US dollar-denominated
assets was also found to be
in doubt by a vast majority of
47 economists polled recent-
ly by the Kent A. Clark Center
for Global Markets at the
University of Chicago Booth
School of Business. Driving
this concern: growing US
debt, a new Fed chair in 2026
who will likely ease interest
rates regardless of inflation,
and the declining value of the
dollar.

An additional reality check:

Anson Investments continued from p. 28

others to gain access to discounted equity
that soon after could be sold.

Nathoo explains the fund has been ac-
tively providing such structured financ-
ing to snlall-cap companies for a while,
and it has been a major driver of returns
over the past five years.

By the end of 2024, the post-election ral-
ly further drove these momentum stocks.
While Anson profited from equity sales
related to its ﬁnancings, it lost more than
that on the shorts. This sliced off 5%
from the fund’s full-year performance,
leaving Anson up 10% in 2024.

Likely due to the fund’s unique and di-
verse strategies, institutional investors
comprise less than 10% of Anson’s inves-
tor base.

CEO Nathoo says the vast majority of
the fund’s investors are high net-worth
and family offices, and that 75 percent
of LP assets have been with the firm for
at least a decade, reflecting a deep-seat-
ed commitment to Anson. And the firm
keeps GP and LP interests aligned with
management owning 28% of the fund.

The firm’s commitment to process drives
consistency. This starts with net exposure
that's more like a market neuctral fund,
running between 0% and 35%. Current-
ly ic’s around 20%.

Second, the fund’s multi-manager ap-
proach has each manager deploying a
strategy that, to varying degrees, is lowly
correlated to one other and the market.

It adopted this structure as growing assets
and focus on under-researched small-cap
companies required more manpower.
Starting in 2018, Anson began adding
in-house, non-beta-focused managers.
While each strategy’s individual perfor-
mance may be volatile, collectively they
produce a low-volatility book.

Third, the core management team has
been together for more than a decade.
According to Kassam, this familiarity
SUPPOITS Open and I'Obllst debate and un-
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derstanding, aligning focus and interest.
It forges a more stable and reliable oper-
ation, and helps the team recognize and
effectively respond to risk.

2025 and Beyond

Many Canadian REITS are undervalued,
according to Nathoo. With Anson being
an experienced real estate investor, one
in particular caught the firm’s attention:
InterRent, a $1.9 billion market cap. The
residential REIT, which trades on the
TSX, had lost about 40% since the fall
of 2021.

Anson thought it could apply its evolving
activist strategy to help unlock value. Tt
became the REIT’s largest sharcholder at
9%. With the ability to reshape the board
of directors, Anson encouraged InterRent
to reduce and eliminate unproductive
joint ventures and multi-insider agree-
ments. It suggested simplification of the
company’s business structure and strat-
egy to help improve decision-making.
And Kassam thought
the REIT could make
more efficient use of ex-
cess profits to increase

buybacks and dividends.

One way to help realize
these improvements was
for management to take
the firm private. Kassam
thought a buy-in sale at
a significant premium
over the stock’s Decem-
ber 2024 stock price

would secure sufficient

Amin Nathoo CEO
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exposure, the stock was trading slightly
above the deal price, suggesting some in-
vestors think another offer may be com-
ing,

*

Looking ahead, Nathoo sees inflation re-
maining somewhat sticky, making it dif-
ficult for the Federal Reserve to lower in-
terest rates despite a weakening economy.
Accordingly, the fund believes this sets up
the potential for stagflation, a risk that’s
not receiving the consideration it merits
due to more urgent issues currently buf-
feting markets.

The big one is tariffs. Kassam, like many
fund managers, avoids even trying to
predict what the US Administration will
eventually do. "This clearly adds uncer-
tainty,” he explains, “to an already high-
ly-priced market and a president who fre-
quently changes his mind."

A key to sustaining the fund’s perfor-

shareholder support for the deal.

Growing investor awareness of pending
changes started moving its stock higher.
And in early 2025, the firm announced
plans for an internal buyout.

In late May, a bid was made at a 40%
premium to the 52-week low. It’s now in
al 40-day go-shop period where potential
external buyers can make an offer. As of
mid-June, with Anson maintaining its

mance, says Kassam, is to “target invest-
ments in the US and Canada that are
not directly affected by changing cariff
policies.” Still, he knows industries and
markets are invariably linked regardless of
tariff exposure. So, he sticks with a steady
approach of, “being more responsive to
conditions, rather than trying to be pre-
dictive in fashioning shorter duration op-
portunities.”
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The US has been the dominant invest-
ment story for years, with its weighting in
global equity indices now exceeding 70%.
That’s a lot of weight.

The search for diversified exposure, has-
tened by the uncertainty triggered by
Washington’s flailing tariff policies, has
started leading some investors to Europe.

One such opportunity is the 30th-ranked
BlueBay Event Driven Credit vehicle,
that’s part of the firm’s special situations
strategy, which focuses on European

The euro-de-

nominated fund is lowly correlated to

mid-market corporates.
US and European equity markets. And
over the past 5 years through 2024, it has
generated annualized returns of 11.5%.
That’s 5 percentage points greater than
the average event driven fund tracked by

BarclayHedge.
PM Adam Phillips explains sluggish Eu-

ropean recovery since the pandemic has
fueled performance by providing plenty
of stressed and distressed credit oppor-
tunities, especially within the sub-$500
million market-cap space in which Blue-

Bay hunts.

Because the strategy runs $550 million,
these small, under-researched companies
are ideally sized for BlueBay, which typ-
ically limits exposure to no more than
20% of the firm’s size. “We typically
make investments of between $10 and
$30 million in first-lien loans and bonds
that are high up in the capiral structure,”
says Phillips, “and these investments gen-
erally comprise 80% of our book.”

Helm Change

The strategy had been around for near-
ly a decade when Phillips joined in late
2020—smack in the middle of the pan-

demic and What may have been Viewed
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as a very challenging time. The manager
thought otherwise.

“We saw many overleveraged firms,” says
Phillips, “struggling in the aftermath of
COVID and then shocked by soaring
energy prices that were triggered by the
Russian invasion of Ukraine.” These firms
were then hit by rising interest rates in re-
sponse to the sudden surge in inflation,

which reached double‘digits in Europe.

He notes these smaller European firms
are less resilient to economic events than
their larger brethren, in part because they
have less access to various sources of cap-
ital and are more reliant on banks. When
these credits turn distressed, Phillips says
banks are then inclined to sell such paper,
which creates buying opportunities for
funds that are well versed in managing

such risks.

Being sector agnostic and able to iden-
tify firms that are likely able to manage
through their debt issues (along with
those that likely cannot), Phillips has de-
livered annualized gains of 11.5%—the
strongest five-year run the strategy has
ever experienced. And the strategy was
up nearly 4% in the first quarter of 2025.
This has helped surge assets from less
than $100 million to $550 million.

Investing in challenging environments is
part of Phillips’ DNA. While working at
a merchant bank in Asia in the late 1990s,
he had a front-row seat to the evolving
emerging market financial crisis that hit
later in the decade. And not too many
years later, he was working at Lehman
Brothers in London when the Tech Wreck
struck in 2000.

He then joined one of the biggest names
Marathon

Asset Management, where, as European

in opportunistic investing,

CIO, he built and ran continental oper-

BLUEBAY EVENT DRIVEN CREDIT

Profiting . . .

ations for a de-

cade.

After joining
RBC BlueBay
and becoming

PM of the strat-
egy, Phillips says
he helped refine
its investment
process, expand-
ing its research
capacity and in-
creasing focus on

details that can

help distinguish
between average
and more profit‘
able investments. And success has forged
a virtuous cycle as a growing asset base
has supported a larger team and more ex-

tensive research.

Despite shocks of pandemic, war, infla-
tion, and rising interest rates, a notable
absence so far during Phillips’ tenure has

been down years.

In fact, the strategy has had only two
negative years across its 15-plus years in
business, which amounted to just -3.6%
in losses. This limited downside, especiai-
ly since 2020, is reflected in the strategy’s
mild annualized volatility of 8.7% and a
Sharpe ratio of 1.2.

The manager points to six main attri-
butes that have helped control losses: un-
derstanding a firm’s capital structure and
liabilities; identifying where a firm’s de-
cision-making authority actually lies; de-
ciphering local bankruptey laws; and ac-

curately assessing valuation and liquidity

B

Adam Phillips, PM, Event Driven Credit

Over There

of underlying

collateral.

Doing all
this helps the
firm, more of-
ten than not,

establish
try prices that

en-

are close to
the near-term
lows. Further,
Phillips  has
found it ad-
‘ vantageous to
be on ad hoc
bond holder
or bank steer-
ing committees to influence and effect a

desirable outcome.

This approach has helped produce a suc-
cess rate of 75%. The fund has 12 fully
realized investments since 2020 that have
produced fund gains of more than 1%
versus one trade that had resulted in a

fund loss of more than -1%.

That trade, which lost the fund -1.4%,
involved a large-cap US firm in 2022.
First-lien lenders, which included Blue-
Bay, were hurt i)y “a liability management

e .
exercise” that turned investments south.

Investments

RBC BlueBay’s leveraged finance team
was already invested in Demire Deutsche
Mittelstand Real Estate AG when Phil-
lips’ team took note of a potential oppor-
tunity shaping up with a €499 million
maturing bond issue.

Like many commercial German proper-

ty firms, Demire was struggling in 2023
with the combination of rising interest
rates and a challenging selling environ-
ment that limited its ability to reduce and

repay del)t.

Demire was unlikely to secure new fi-
nancing. Phillips saw the firm’s attractive
loan-to-value ratio of 53%, Apollo Glob-
al Management holding a majority equity
position, and existing BlueBay’s knowl-
edge and involvement through its lever-
aged finance team as encouraging reasons
to believe a restructuring or an amend

ElIld extend agreement was likely.

In August 2023, Phillips team estab-
lished a position in the 2024 bonds at 65.

The company, creditors, and Apollo be-
gan restructuring negotiations in late
2023 in which RBC BlueBay was a key
member of the ad hoc group. The group
supported a plan under which Apollo
would inject an additional €100 million
of capital that enabled both a reduction
in debt and an extension of the bond’s

maturity by three years.

This deal, which was completed in Oc-
tober 2024, enabled Demire to tender
€209 million of the bonds at 81.25 and
repurchase €49.5 million worth of bonds
at par that generated an overall creditor
exit price of 83.13. Phillips’ earned an
IRR of 33%.

Around the same time the strategy was
digging into Demire, BlueBay was also
looking at a stressed British specialist care
provider, Voyage Care, that offers services
both in-home and at its own residential
facilities. It has hundreds of locations and
freehold properties whose collective value
of £312 million exceeded the firm’s £271

million in debrt.

The combination of Brexit and COVID

resulted in staff loss. This forced manage-
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ment to boost wages to attract qualified
personnel and resulted in a decline of
EBITDA from around £45-50 million to
£35 million. This sent bond prices fall-

ing.

Believing diminished earnings were only
temporary, the investment team estab-
lished a position at 72 in November 2023.

By the second half of 2024, Voyage Care
received its fee increase from the UK
National Health Services, which helped
boost revenue by 10% that year. EBIT-
DA then rebounded to over £40m with
expectations of further growth. By the
end of the year, the team sold the invest-
ment at 96.

Looking Ahead
Phillips sees President Trump’s tariff

policies driving risk and opportunity in
Europe in unexpected ways. “Produc-
tion and sales of mid-market Europe-
an companies are to a significant extent
contained within the continent, ostensi-
bly insulated from the tariff wars,” posits
Phillips. But European markets are not,
with debrt and equity prices trading often
in lockstep with US securities regardless
of underlying corporate fundamentals.

Volatility has delayed some pending IPOs
and mergers on which some of BlueBay’s
investments were geared.

Still, Phillips is generally optimistic, not
just because of opportunities caused by
tariff disruption. “Europe may benefit,”
he explains, “as the chaos forces the conti-
nent to seek greater unification in policies
and to think more independently.”

More spending on guns than on but-
ter will happen. But the upside, Phillips
thinks, is that, “Europeans may feel more
in control of their destiny than they have
been for quite some time.”
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Inlast year’s feature interview conducted
in May 2024, Eurasia CEO Maziar Minovi
served up a series of predictions that
turned out to be spot on. They included
a Trump victory and markets underesti-
mating the geopolitical impacts of his re-
turnto power. Minovi anticipatedincreas-
ing conflict with Iran that would escalate
beyond the previous tit-for-tat, potential-
ly impacting oil. He saw an increasingly
entrenched stalemate between Russia
and Ukraine as US support erodes. And
he anticipated the Fed would sustain
higher interest rates for longer.

Below are the leading geopolitical risks
Eurasia Group cited heading into 2025.
So far, they also seem to be spot on.

the early Cold War. Specifically: The
US and China will export disruption
to everyone else this year, short-cir-
cuiting the global economic recov-
ery and accelerating geo-economic
fragmentation. And as most govern-
ments opt for lighter-touch regula-
tion and as international coopera-
tion falters, Al capabilities and risks
will continue to grow unchecked.

TRUMP: The erosion of indepen-
dent checks on executive power
and the rule of law will increase the
extent to which the US policy land-
scape depends on the decisions of one
powerful man. Further, Donald Trump is
about to inherit a robust US economy, but

We're entering a uniquely dangerous period

of world history on par with the 1930s and
growth.

his policies will undermine its strength this
year through higher inflation and reduced

Eurasia Group’s Key Geopolitical Risks

LATEST FROM EURASIA GRBUF:
Top Risks 2025

EUROPE: Economic malaise, security
threats, and defense shortcomings meant
Europe was always going to face a daunt-
ing 2025. Donald Trump's return to pow-
er will exacerbate these geopolitical and
economic pressures, threatening the con-

tinent with an existential crisis that could

break European unity.

2022 invasion of Ukraine, the EU will
likely overcome—or, at a minimum,
muddle through—these challenges,
too.

IRAN: The Middle East will remain a
combustible environment in 2025,
for one big reason: Iran hasn't been
this weak in decades. Simply put,
Iran is a sitting duck.

US-CHINA: Trump's return to office
will unleash an unmanaged decou-
pling in the world's most important
geopolitical relationship.

RUSSIA: Russia will do more than

any other country to subvert the global or-
derin2025.

This year will test the maxim that when
faced with a crisis, the EU always pulls to-
gether. But just like during the Eurozone
crisis, Brexit, the pandemic, and Russia's

Russia is the world's leading rogue power,
now by a large margin following the col-
lapse of Iran's ability to project power. This

year, Moscow will pursue more policies
that undermine the US-led global order,
despite a likely ceasefire in Ukraine. Russia
will take hostile, asymmetric steps against
EU countries—particularly those on the
front lines—as they continue to support
anti-Russian policies. It will also continue
its role as leader of the Axis of Rogues—
the strategic military partnership with lran
and North Korea that could significantly
disrupt global stability this year.

Putin's revisionist goals toward the US-led
West are a core driver of his foreign policy.
The Russian president strongly objects to
NATO expansion and Russia's exclusion
from the European security system. These
grievances lie behind Putin's desire to un-
dermine Western democracies and pro-
voke chaos in the US-led Western alliance
system.

the Magnificent 7 is primar-
ily driving US equity perfor-
mance. According to Howard
Silverblatt, senior index
analysts at S&P Dow Jones
Indices, the average equity
move since the nadir hitin
early April through late June
is a little over 3% versus near-

ly 32% for the Magnificent 7.

MEMCO'’s head of invest-
ments, Justin Young, is
concerned about excessive
retail and traditional long-only
investors remaining at near-
peak historical allocations
despite growing economic
pessimism in survey data.”

| Real rates in emerging markets are at 20-year highs
Policy rates minus forward consensus inflation expectations (percentage points)
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That data, partially echoed

in the studies cited above,
includes slowing growth,
rising unemployment and US
government debt, stubborn
inflation that will increase
with tariffs and a falling dollar,
sinking US new home sales
and low existing home sales,
and the sharp exodus out of
long-term US bond funds that
may portend higher long-
termrates on which so much
core lending is based.

The fear of extended matur-
ities, explains fixed-income
portfolio manager Bill Camp-
bell at DoubleLine, “is a symp-
tom of a much bigger prob-
lem. There is alot of concern
domestically and fromthe
foreign investor community
about owning the long end of

the Treasury curve.”

Patrick Ghali, partner at the
London-based global con-
sultancy Sussex Partners,
says that “signs beneath the
surface of the market re-
bound suggest not all is as it
seems.” He thinks the current
rally is simply about liquidi-

ty and momentum chasing
returns globally.

Kristina Hooper, Man Group’s
chief market strategist, puts
it more bluntly, believing mar-
kets buoyancy is “incompre-
hensible” and is more likely to
endin disappointment.

Looking ahead, a partner at
the $13 billion Swiss-based
investment firm NS Partners,
Cédric Dingens, believes US
leadership is one of the most
significant risks.

“We have the impression,”
observes Dingens, “there’s a
serious disconnect between
what the current US admin-
istration sees as reality and
what reality actually is. This
reflects more than the pres-
ident's thinking about eco-
nomics and markets. There
appears to be no serious
assessment about problems
and solutions —a lack of
robust methodology that's
driving his policies.”

While many domestic allo-
cators and managers share
Dingens’ thinking, they fear
speaking candidly. I've seen,
first-hand, industry leaders
admit a needto edit their
remarks. A British expatriate
partnerof a Top 50 hedge
fund running his firm's US

“ (Our) poll found that more than 90 per cent of 47

economists surveyed were either somewhat concerned

or very concerned about the safe-haven role of US

dollar-denominated assets over the next five to ten

»
years.

- Kent A. Clark Center for Global Markets
University of Chicago Booth School of Business

office has developed contin-
gency plans in case members
of his team have their work
visas revoked.

In this kind of environment,
Dingens finds it hard to as-
sess risk and said his firm has
heightened its focus on cap-
ital preservation. Yet, it also

seeks to exploit opportunities
caused by policy-induced
dislocation.

NS Partners’' current hedge
fund exposure is led by equity
long/short, that's been bene-
fiting from higher dispersion.
The most noteworthy perfor-
mance has been generated

by the firm's macro managers
that have shorted the US dol-
lar, played the yield curve, and
was long gold and specific
emerging markets.

With the continent finally
rallying, Sussex Partners is
adding small European equity
managers running low-net
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BLUEBAY EMERGING MARKET CREDIT ALPHA

Distinguishing Inefhciency From Risk

Head of BlueBay’s Emerging Market Debt
and PM of its EM Credit Alpha Strategy, Po-
lina Kurdyavko has figured out how to take
much of the risk out of emerging market
investing to generate consistently proﬁtable

returns.

Since its launch in late 2011, this 27th-
ranked strategy has generated net annualized
returns of more than 9% and a worst draw-

down of -16.2%, while suffering just one

when the emerging market crisis spread
across the globe.

“I wanted to learn why these financial crises
kept reoccurring,” recalls Kurdyavko, “and
in doing so, hopefully prevent my family
from ever suffering that same fate again.”

After working for Alliance Bernstein and
UBS as an EM equity and credit analyst,
she then joined BlueBay in London. In
2007, she was managing the emerging mar-

ket credit sleeve of the firm’s

Polina Kurdyavko PM
-

multistrategy investment ve-

hicle.

Having generated nearly tri-
ple-digit returns during the
first 44 years of operations,
which included the Great
Recession, Kurdyavko was
given the reigns to manage a

standalone EM strategy.

down year Wl’lel’l perforrnance was OH-G.G%.

A good part of Kurdyavke’s understanding
of emerging markets comes not only from
her aptitude but from her personal familiar-

ity with such economies.

Born of Armenian and Ukrainian parents
and having spent her early years in Moscow,
Kurdyavko’s roots are very much in emerg-
ing markets. The challenges of growing up in
the Russian capital toward the end of the last
century made her exceedingly curious about
how things worked and didn’t work in places
like Russia.

Three times her family had lost their
wealth—first due to the war in Afghani-
stan in 1988, then when the Soviet Union
collapsed in 1991, and then again in 1998

A Different Perspective

While much of the investment world looks
at EM as risky, Kurdyavko sees it instead as
ineflicient. That subtle distinction, explains
the manager, is key to distinguishing signifi-
cant upside opportunities from investments
that are likely to stumble. Making that de-
termination, Kurdyavko says, requires in-
depth research and nuanced understanding
of local markets. It also involves portfolio
and trade construction that is often more
complex than what’s demanded in many de-

veloped market deals.

Performance is also driven by geopolitical
and macro events that are often more pro-
nounced in emerging than developed mar-
kets. One recent example: the Russian in-
vasion of Ukraine during which sanctions,

soaring energy prices, supply chain prob-

lems, inflation, and rising interest rates led
to increased stress and volatility across global
markets but directly impacted corporate and

sovereign debt in Russia and Ukraine.

Understanding how to manage this volarility
fueled the strategy’s strong 5-year run.

Over that time through 2024, the strate-
gy generated annualized returns of 12.4%.
That was nearly three times the return of the
average EM hedge fund tracked by Barclay-
Hedge.

While the S&P 500 delivered 2.1 percentage
points greater returns than the strategy over
this time, it did so with 50% more volatil-
ity. That suggests the strategy’s risk-return
profile has been more attractive than the US
market.

The team controls the downside through ef-
fective hedging techniques as well as strict
stop-loss policies on both individual posi-
tions and at the strategy level.

This is triggered when a single credit loses
more than -250 bps. For the overall strategy;
it starts at -3.5% decline. A harder trigger
kicks in at -7%.

Before key investments are made, Kurdy-
avko requires the preparation of worst-case
scenarios or “pre-mortems,” as her team calls
them. After studying sovereign or corporate
risks, local and nationwide events that lie
ahead, and regional geopolitical uncertain-
ties, various scenarios are then devised that
stress-test positions. “This analysis also helps
us determine the most viable hedges,” ex-

plains Kurdyavko.
Assets & Growth

Despite the compelling track record of this
strategy, increasing regulatory restrictions

on pension investments, along with Brexir,

has limited the team’s ability to market the
strategy and grow assets. The managers are
mindful, however, that a smaller asset base
helps keep the strategy nimble.

The strategy’s $540 million book combined
with strong bottom-up fundamental study
has allowed the manager to effectively ex-
ploit smaller, less-researched corporate op-
portunities involving tickets ranging from
$20 to $50 million. Examples include provi-
sion of first-lien post-bankruptey financing
and borrowing bonds to short smaller issu-
ances, both of which would likely be off-ra-
dar for larger funds.

The investment team also invests in much
larger issuers, such as Argentina, where the
strategy has made money over five of the last

six years.

National elections in Argentina have been
driving opportunities as incumbents peren-
nially struggle balancing the country’s poor
finances, promises of reform, and desire to
sustain populist support through unafford-
able spending.

In 2019, then-President Macri’s failure to
deliver reforms fueled greater debt and eco-
nomic uncertainty that contributed ro a

Weakening currency.

The increasing likelihood that the oppos-
ing Perénist ticket (Alberto Ferndndez and
Cristina Kirschner) might win and stymie
reforms led Kurdyavko and her co-PM, An-
thony Kettle, to establish a pair trade: go-
ing long highly discounted 100-year dollar
bonds and effectively shorting government
debt by buying fairly inexpensive default
protection via CDS.

Macri lost the Ocrober election, the mar-
ket railed, and bonds defaulted in June. In
this case, the price of the already discount-
ed 100-year bond dropped significantly less
than other bonds in the curve. However, the
default itself triggered the CDS which, in
turn, helped the strategy generate a net gain

of 10%.

Kurdyavko and Kettle instituted a similar
trade at the end of September 2023 during
the lead-up to the November 2023 elections,
but with conditions far more severe: tri-
ple‘digit inflation, a plumrneting peso, and

a deep recession.

Argentinian assets had previously sold off,
and restructured dollar bonds due in 2038
and 2041 were trading around $0.20 when
the managers bought them sporting a cur-
rent yield of 23%. The strategy countered
the position with CDS.

This time, the PMs were slightly more opti-
mistic that reforms would happen regardless
of who won because conditions were so dire.

Milei’s surprise victory over Ferndndez sent
the price of the bonds soaring. By the time
BlueBay closed the position a year later at
the end of 2024, the trade was responsible
for one-third of the strategy’s 2024 returns,
or about 7%.

Managing A Sideways Play

In late 2021, BlueBay established a long
position in a hard currency 2030 Ghanian
sovereign backed by the World Bank at 115.
That position turned more challenging,
however, when a Financial Times opinion
piece questioned that partial guarantee. Its
value stumbled back to par. The rarity of the
issue limited the size of the investor base,
research, and subsequent demand for the

security.

Kurdyavko and Kettle then established a se-
ries of short positions involving non-guaran-
teed sovereigns due between 2025 and 2029,

which were trading at signiﬁcant discounts.

Around this time, the country was confront-
ed with slowing growth, a falling currency,
and surging public debt as global inflation
and interest rates soared on the back of sup-
ply shocks related to the Russian invasion of
Ukraine and post-COVID economics. This
made it more challenging for Ghana to re-

ﬁnance Ell'lCl turned sovereign p[‘lCCS more
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volatile.

Having closely scrutinized the bond’s docu-
ments, the manager was also aware that its
structure was part of broader World Bank
program serving a number of countries and
concluded the guarantee would hold. The
team traded around the long 2030 exposure
as the bond sold off. This ended up reducing
the stra tegy’s losses, which were then entirely
offset by various shorts. By 2024, BlueBay
had salvaged a 1% net profit.

What May Lie Ahead

Looking at the potential impacts of the US
administration’s tariff and foreign policies,
Kurdyavko thinks declining foreign assis-
tance to many emerging markets may end
up reducing liquidity and exacerbating pric-
ing pressures on certain assets, resulting in
potential price dislocations. When EM dis-
locations reflect technical flows and market
mispricing rather than fundamentals, they

may indicate opportunities.

Kurdyavko believes a weakening US dollar
and strengthening EM currencies may lead
to lower local interest rates. This may then
fuel further rotation into local EM assets
and in turn shape more discernable trends

for her team to identify.

Burt she also fears current policy changes
could shorten the period between emerging
market default cycles caused by both slow-
ing economic growth and greater military
spending. The latter may lead to steeper yield
curves and potentially higher refinancing
costs for both developed and EM nations.

Kurdyavko thinks greater disruption, disper—
sion, and inflation will likely create oppor-
tunities in Central and South America and

Sub-Saharan Africa.

As for the elephant in the room, Kurdyavko
believes rationality will eventually prevail in
Washington. But before it does, she fears,
“substantial damage will be done as volatility

. »
and COSLS rise.
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and diversified exposure that
targets low-beta idiosyncrat-
ic investments.

With the consultancy fo-
cused mainly on hedge funds,
Ghali says Sussex avoids
pure momentum and exten-
sively hedged managers,
searching instead for funds
that can deliver gains from
opportunistic longs and
shorts. He admits, however,
that the latter is periodically
nicked by retail euphoria that
triggers indiscriminate buying
of “junk companies” and ex-
poses its managers to short
squeezes.

Onthe European stressed
anddistressed credit side,
BlueBay’s head of special

situations, Adam Phillips,
remains positive, not just
because tariff disruption
creates opportunities, which
he suspects will remain
extant for some time to come.
“Europe may benefit,” he
explains, “as the chaos forces
the continent to seek greater
unificationin policies and to
think more independently,
allowing Europeans to feel
more in control of their des-
tiny than they have been for
quite some time.”

What worries Moez Kassam,
CIO of the 2nd-ranked Anson
Investments, is stagflation.
Given more immediate issues
pressing investors at this
moment, Kassam believes,

WEAKENING CONSUMER SENTIMENT
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“markets are ignoring this risk
that may be building as infla-
tion remains sticky and the
Fedis unable to ease interest
rates.”

Like many fund managers,
Kassam avoids even trying to
predict what the US Admin-
istration will eventually do
about tariffs. "This clearly
adds uncertainty,” he ex-
plains, “to an already highly
priced market and a presi-
dent who frequently changes
his mind."

His strategy targets mostly
North Americaninvestments
that are not directly affected
by changing tariff policies.
(See examples in Kassam’s
profile on p. 28.) Knowing that
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security prices are still invari-
ably correlated regardless of
tariff exposure, Kassam be-
lievesit's most productive to
“respond to conditions rather
than trying to predict themin
fashioning shorter duration
opportunities.”

Delivering the survey’s best
returns last year, Sandglass
Capital's veteran EM man-
ager Genna Lozovsky sees,
“the combination of tariff
uncertainty and excessive
deficits likely amplifying US
cyclical and structural risks.”
He's mindful of the adage that
when the US sniffles, the rest
of the world catches cold.

But Lozovsky, who's profiled
onp. 5, feels “continued dis-
persion and volatility coupled
with the likelihood of lower
interest rates and a weaker
dollar should fuel EM growth
andthe prospects of finding
more attractive opportuni-
ties.”

With the passage of the
government’s budget, the
country’s fiscal outlook will
worsen. This structural chal-
lenge is what Justin Young
worries most about, fearing
that “meaningful reformis
only likely when bond-market
stress forces policymakers'
hands. Until then, various
converging headwinds create
an increasingly fragile back-
drop for risk assets.” =
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Why Some Good Funds Didn’t Make the Survey

The reason why most hedge funds don’t qualify for this
survey is because they are inconsistent.

But there are a number of really good managers that
don't qualify because they don't meet all the thresholds
for inclusion.

Five funds had regularly made this survey, but didn't
this year because of subpar 2024 performance. That
doesn't mean investors should lose faith in any of them,
such as Starboard Value, Kryger Event, or EDL Global
Opportunities. But in relying on objective parameters
from which this survey won't deviate, readers are pro-
vided with a list of the most consistently performing
managers.

Until 2025, Waha MENA Equity has qualified for this
survey every year since 2019,

Launched in January 2014, the fund's trailing annualized
returns through 2024 have been 15.3%, significantly
outpacing the S&P Pan ArabiCompesite Index by 9.8%
annually. Its annualized standard deviation of 10.5% and
histeric Sharpe ratio of 1.3 has helped boost assets of
the Abu Dhabi-based fund to nearly $1 billion.

But manager Mohamed El Jamal, who had soft-closed
the fund last year had a modest 2024, up just 1.2% —well
below the survey’'s 2024 hurdle rate of 6%. This flat per-
formance has continued through May 2025.

The main reason behind this shift in fortune, according
to the fund, is that since October 7th, 2023, it has antici-
patedrising regional risk as fighting broke out in multiple
directions. In response, El Jamal significantly reduced
net exposure. Some positions he then underweighted
and shorted moved against him.

This caution left Waha uncharacteristically out of sync
with markets in 2024, which continued to rally. Still, the
PM remains defensively positioned with the sudden out-
break of war between Iran and Israel.

A reason why this proven manager may regain his lus-
ter is because he believes the foundation of solid equi-
ty investing is rooted in sound credit analysis. El Jamal's
37th-ranked EM Credit fund, which was launched two
years before MENA equity, continues to thrive.

Later this year, the firm is adding two seasoned invest-
ment professionals to enhance the fund'’s stock picking,
further complementing Waha MENA's experienced team
and long track record of delivering compelling, consis-
tent returnsin one of the world's fastest-growing regions.

BlackRock Strategic Equity is the firm's flagship hedge
fund and one of the most proficient funds not in the Top
50:

Launched in December 2011, the $11.7 billion fund has
generated annualized returns of more than 14%. Its an-
nualized volatility is under 10% and, despite the high risks
associated with equity investing, the fund’s worst draw-
down is a modest -14.1%.

The London-based fund managed by Alister Hibbert has
periodically suffered down years. First in 2016, when it
lost -11.4%, then again in 2018 when it stumbled toward
the end of the year which turned a decent performance
into a slight loss of -013%.

But it was the challenging year of 2022 that prevented
the fund from making the Top 50 when it lost more than
-12%, suggesting significant market correlation.

Also based in London is Jack Lund’s Axebrook Credit
Alpha. Managing a wee bit less than BlackRock, Lund's
$413 million fund has been delivering 12.5% annualized
returns with exceptionally low volatility of under 6% with
a worst drawdown of just -1.25%, which hints at the fund
holding assets that don't trade much.

It failed to make the cut because it was launched in July
2020, just missing the 5-year performance requirement.
Maybe next year.

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 for over 30 years for various major publications, including 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

This independent study is not a recommendation to invest in any of the funds profiled, ranked, or mentioned in the survey. The
author is not responsible for any inaccuracies related to cited data or attributions. Readers that invest in any hedge fund must con-

duct 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 screening through thousands of funds in the firm’'s data-
base and performing specific fund analysis. And many thanks to my designer extraordinaire Coco Sallée.
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