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419%
Growth of Two Sigma 

discretionary AUM over the 
past 10 years. 

Source: Pension & Investment

According to the recently released 
Pensions & Investments annual 
survey,  many of the world’s largest 
hedge funds continued to grow their 
assets in the first half of this year.  This 
survey shows that of the 73 firms to 
take part in both 2021 and 2022, the 
majority increased their assets, with an 
overall change of 6% to $1.24 trillion (to 
30 June 2022). 

Drilling in on the top ten largest 
funds shows increased discretionary 
assets, with Citadel in particular 
standing out, with its assets up by 
40.8% to $53 billion and has grown 
by a staggering 328.1% over the past 
ten years. Other impressive stats 

over the year included the D.E Shaw 
and Bridgewater assets, up 20.4% 
and 19.6% respectively. The biggest 
ten-year change, within this particular 
cohort of managers, was Two Sigma 
Investments that has increased its 
assets by 418.6%. 

Perhaps not surprising, given its 
concentrated equity exposure, the 
biggest drop in assets this year was 
TCI Fund Management, down 9.5%, 
taking its total discretionary assets to 
$36.2 billion. A few other funds also 
saw small asset declines over the year, 
with Renaissance Technologies 
down 1.7% and Farallon Capital 
Management down 1.8%. 

LARGE HEDGE FUNDS CONTINUE LARGE HEDGE FUNDS CONTINUE 
TO SEE POSITIVE FLOWSTO SEE POSITIVE FLOWS

193%
 Odey European Inc. YTD 

performance through to end 
of September.

Source: Bloomberg

IT IS MACRO THAT IT IS MACRO THAT 
STANDS-OUT YET AGAIN STANDS-OUT YET AGAIN 

13 October 2022
Autumn Family Office/ Investor Event 

13 October 2022
AIMA Japan Annual Forum 2022 

17-23 October 2022
London Hedge Fund Week 

Click here to see upcoming events

It is starting to be quite repetitive.  Another difficult 
month across the board, both for traditional and many 
alternative strategies, but once more it was macro that 
shone brightest. It was a torrid time in equity markets, 
with the S&P 500 and Nasdaq down around 10% -see 
our Market Review for more.  In this environment, the 
HFRI Fund Weighted Composite Index was down 
2.3%, while the Asset Weighted Composite rose by 
1.1%. 

Equity strategies invariably followed the market down, 
although not to the same degree as US indices.  The 
HFRI Equity Hedge (Total) Index was down 4.2%, 
with the worst performing sub-strategy Fundamental 
Value Index down 5.7%. The one ray of light in 
equities was Market Neutral, doing what it should be 
doing, up 0.4%.  Beyond that, no one market stood 
out, with all down for the month. 

Event Driven likewise was down 4.0%, with Activist 
the worst performing, down 7.9% for the month.  
Credit Arbitrage was also down 5.7%. The best 
performing was Merger Arbitrage, which was down 
0.6%. 

Turning to Macro, up 1.7% for the month and is now 
up, as a sector, 10.9% for the year.  Managers profited 
largely from currency and fixed income positions.  
Systematic Diversified was the stand-out performer, 
up 4.2% and is now up almost 20% for the year. 
Currency focused managers also had a strong month, 
up 2.3%. 

Relative Value performances were generally negative 
and the sector was down 1.4%. The number that 
makes you wince is the negative 8.6% for Yield 
Alternatives. Other negatives were Fixed Income 
Convertible Arbitrage down 2.2% and Multi-
Strategy down 2.2%.

Fund of Funds achieved what they set out to do by 
cushioning the pain, with the sector down 0.6%. 

Regionally, there was pain across much of the board, 
although Europe and Japan appeared to have fared 
best. The latter, HFRI Japan Index, was the outlier up 
0.6%,  while the Europe index was down 0.4%, China 
down 5.9%, Emerging Markets down 4.9% and North 
America down 4.0%.   

The past month saw some better 
news in the private equity space, 
which has at times felt challenging this 
year, with some sizeable fund raisings 
announced over the past month. 
One of these, the Hong Kong based 
Barings Private Equity Asia (BPEA), 
has just closed its eighth fund at $11.2 
billion. This is considerably larger 
than the $8.5 billion it was seeking, 
and almost double its previous fund, 
which raised $6.5 billion.  This news 
comes just a few months after BPEA 
was bought by Swedish private equity 
giant EQT for $7.5 billion. Elsewhere, 
Boston based BayPine has closed $3 
billion for its first private equity fund 
($2.2 billion fund raise and $800 million 
co-investment commitments).  This 
is a mid-market tech private equity 
business, set up by former Blackstone 
and Silver Lake individuals, and 
is for their digitization fund, which 
focuses on companies that have yet 
to effectively embrace this side. It 

is expected to run a concentrated 
portfolio of ten or fewer companies. 
San Francisco Bessemer Venture 
Partners has announced that it has 
closed $4.6 billion of new capital in 
two funds, $3.89 billion for BVP XII 
and $780 million for its new BVP 
Forge Fund.  These funds are backing 
entrepreneurs and management 
teams across all stages of growth, with 
the Forge fund specifically targeting 
buyout and minority transactions in 
software and tech enabled services 
businesses. Apax Partners has also 
raised more than $10 billion in five 
months, according to Bloomberg.  
This is for a new flagship fund, which is 
targeting $13 billion. And finally, another 
stand-out asset raise in this space is 
Clayton Dubilier & Rice, which has 
hit $10 billion for the first close of its 
buyout fund, which has a $20 billion 
target, writes the Wall Street Journal. 

INVESTMENT KEEPS FLOWING INVESTMENT KEEPS FLOWING 
TO PRIVATE EQUITYTO PRIVATE EQUITY

https://www.twosigma.com/
https://www.pionline.com/
https://www.citadel.com/
https://www.deshaw.com/
https://www.bridgewater.com/
https://www.tcifund.com/
https://www.rentec.com/Home.action?index=true
https://www.faralloncapital.com/
https://www.faralloncapital.com/
https://www.odey.com/
https://www.brodiecg.com/alternative-events-2022
https://www.brodiecg.com/markets/september-market-review-out-of-the-cauldron-into-the-fire
https://www.hfr.com/hfr-database
https://www.barings.com/en-gb/guest/strategies/private-equity
https://eqtgroup.com/
https://baypine.com/
https://www.blackstone.com/
https://www.silverlake.com/
https://www.bvp.com/
https://www.bvp.com/
https://www.apax.com/
https://www.bloomberg.com/uk
https://www.cdr-inc.com/
https://www.wsj.com/
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The past month has seen plenty of 
activity in the private equity space.  Not 
necessarily in terms of the big buck exits, 
or even performance stats, instead it has 
been sizeable fund raisings, with some 
chunky dollar numbers announced. 
Impressive in a world where the cost of 
the funding has become more expensive. 
These have come from the likes of 
Clayton Dubilier & Rice, Baring Private 
Equity Asia, Bessemer Venture Partners 
and BayPine, to name just a few. 

It has been rather more nuanced in 
the hedge fund world, which is judged 
by monthly performance numbers. 
Particularly hard hit have been long-
biased equity managers - not just those 
with tech exposure - although on the 
other side are many of the macro and 
CTA players that have continued to 
outperform, profiting from rate rises, 
currency moves and commodity market 
flows.  Perhaps, not surprisingly, the more 
short-biased equity managers, have also 
been performing well and recently we 
have seen them increasingly focus in on 
Europe and in particular the UK.  

It will be interesting to see where 
investors head in the fourth quarter, 
although you can begin to draw that 
picture. 

We are seeing an up-tick in hedge fund 
manager redemptions, although so far 
there has not been a rush for the door. 
This may change and from a manager’s 
perspective it is a reminder of why 
they prefer sticky money, rather than 
being beholden to investor liquidity 
requirements. Back in 2008, managers 
with monthly or quarterly redemptions 
looked on enviously at private equity and 
those hedge funds with longer lock-ups 
as investors turned to them as ATMs. 
Some of the ‘brand’ funds have already 
returned to longer lock-ups, big enough 
to go against the daily liquidity tide, and 
will be delighted to have made that move. 

With global economies looking firmly in 
the mire and with further aggressive rate 
rises to come, we all need to keep our 
heads down and listening to managers, 
it is more than just investing around rate 
rises and looking for specific trends, it is 
also about hedging portfolios for what 
many see as a prolonged slowdown.

VIEWPOINTVIEWPOINT
One investor that has certainly not 
shied away from private equity is 
CalPERS. 

According to a recent presentation 
by the CIO Nicole Musicco to her 
investment committee, the Californian 
pension fund is looking to invest 
$17 billion in private equity this 
year. This is a record figure and 
trumps last year’s allocation, which 
was the previous record, when it 
invested $13.8 billion in private equity 
investments and definitely a big 
jump from the $2.7 billion it invested 
annually between 2009 and 2018. 
This is according to Markets Group. 

In Musicco’s comments to the 
Committee, she said that this growth 
will make CalPERS “much more 
competitive.” Central to this strategy is 
infrastructure investment. In the 2021-

22 fiscal year, CalPERS committed 
$6 billion in infrastructure, which it 
increased to $7.5 billion for 2022-23.  

Back in November, the board 
increased the allocation in private 
equity from 8% to 13% and by the 
end of June this had already hit 
12%. The pension fund’s biggest 
commitment was $1.2 billion to 
Redwood Lane Capital LP, with other 
investments in Silver Lake Partners, 
Thomas Bravo, Bessemer Venture 
Partners and Advent International. 
It has also committed $750 million 
to Blackstone Mileway Logistic 
LP, a 14.7 million square meter pan 
European logistics business. 

As an aside, CalPERS has been an 
investor in Blackstone funds for over 
20 years and to date has allocated 
almost $7 billion. 

CALPERS PE EXPANSIONCALPERS PE EXPANSION

Golden Tree Asset Management, the US credit 
manager, has also raised sizeable assets, having 
just closed commitments of $3 billion for its 
Distressed Fund IV.  Admittedly this is for distressed 
investing, all very timely in today’s markets, with a 
particular focus on restructurings and turnarounds, 
and was according to the company oversubscribed. 
The firm’s previous vehicle delivered an IRR of over 
30%.
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NEWS (CONT.)

Given its well publicised performance 
woes, Tiger Global really has had 
its annus horribilis. Now there 
appears to be change at the top, 
with news that John Curtius, a highly 
regarded Partner who runs the firms 
software and B2B investment arm, is 
leaving next year to set up his own 

venture fund, Cedar Investment 
Management, according to Forbes. 
What is surprising is the amount of 
information that is available on a fund 
that is yet to launch, shortly after he 
had informed other partners at Tiger...  

CURTIUS TO LEAVE TIGERCURTIUS TO LEAVE TIGER

Possibly the best planned succession 
has taken place as Ray Dalio steps 
back from the day-to-day running of 
Bridgewater.  He is no longer co-CIO 
and his voting rights now sit with the 
board of directors.  What a legacy he 
has created, having built a $150 billion 

hedge fund business, the world’s 
largest, and signs off on a high, with 
exceptional performance numbers. 
This transition started back in 2010, 
which he thought would only take a 
few years... Today his title is founder 
and CIO mentor. 

DALIO STEPS DOWNSDALIO STEPS DOWNS

https://www.calpers.ca.gov/
https://redwoodcapgroup.com/our-team/
http://Advent International. 
https://www.goldentree.com/
https://www.tigerglobal.com/
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The award-winning Money Maze Podcast has recently 
launched a new spin-off series, entitled ‘Curated 
Podcasts - With Simon Brewer’. Designed for finance 
professionals, these episodes offer deeper insights 
into a range of investment funds and other pioneering 
businesses in the industry.

Seven episodes have been produced so far, covering 
topics such as litigation finance, family offices, 
strategic metals, European equities, the energy 
transition and the fine art market. Guests featured 
represent some of the world’s biggest finance firms, 
such as BlackRock, as well as entrepreneurs whose 
funds are pioneering the world of alternative asset 
allocation. To start listening, search ‘Curated Podcasts 
- With Simon Brewer’ on your preferred podcast app, 
or listen via www.moneymazepodcast.com. 

Established in 2020 by two finance industry veterans, 
the Money Maze Podcast features some of the 
biggest names in investment management, finance & 
business. Through direct, entertaining and insightful 
interviews with masters of the real life money maze, 
it aims to help listeners learn about the different 
approaches to allocating capital and better navigate 
the pitfalls that line the path to prosperity. Whether 
you’re a current or aspiring investor, entrepreneur, 
professional or student exploring career options, we 
hope you gain some helpful insights and enjoy the 
show.
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NEWS (CONT.)

According to the recently 
released HFR Market 
Microstructure Report, despite 
the increased volatility and 
decent performance from various 
strategies, hedge fund industry 
growth slowed in the second 
quarter. 

Data shows that in the second 
quarter there were 80 launches in 
total, with multiple launches put 
on hold or pulled. This is down 
57% on the previous quarter. 

During the same period, there 

were 156 fund closures, which 
was an increase of 24% on the 
previous, when 126 funds closed 
their doors. In the 12 months 
leading to end of June, roughly 
500 funds were liquidated. You 
have to go back to the fourth 
quarter of 2008 to find a worse 
quarter.

The same report also noted that 
fees slightly fell, down 11bps 
from the previous quarter’s 
1.32%. Whilst incentive fees were 
estimated at 17.9%, down 8bps on 
the previous quarter. 

HEDGE FUND LAUNCHES HEDGE FUND LAUNCHES 
DROP BACK TO 2008 LOWSDROP BACK TO 2008 LOWS

Another report looking back at the second quarter 
was Citco’s Hedge Fund Report, which looks at 
their administered fund flows and performance. 
This showed reasonable quarterly subscriptions of 
$40.1 billion, compared with $52.5 billion in the first 
quarter, but these were outmatched by redemptions 
of $47.9 billion, significantly up on the previous 
quarter’s $38.9 billion.  

Equity strategies, in particular, saw negative asset 
flows in June, as did Multi-Strategy funds, although 
the latter also saw reasonable subscriptions. 

On a net basis, Hybrid strategies were the biggest 
beneficiaries of flows for the quarter.

CITCO ADMIN FUNDS SEE CITCO ADMIN FUNDS SEE 
NET REDEMPTIONS IN Q2 NET REDEMPTIONS IN Q2 

UK BECOMES TARGET NO. 1UK BECOMES TARGET NO. 1
Hedge funds have been firing all manner of 
shot at the Bank of England and British pound 
over the past month. Writing in the Financial 
Times, Paul Marshall, founder and chair 
of Marshall Wace, describes the Bank as 
being slow off the mark to react to markets, 
having ‘been behind the curve since inflation 
first started to rise sharply in 2021.’  Speaking 
to the Financial Times, Hugh Hendry, who 
closed his Eclectica fund back in 2017, said 
that “buying sterling... is like licking honey from 
the razor’s edge.” Even Larry Summers has 
been getting in on the act, warning that GBP 
is likely to find parity with the USD and EUR.  

Odey Asset Management, EDL Capital AG, 
BlueBay and MFS Investment Management 
are just a few of the early names to be 
shorting GBP, with plenty more following suit. 
GBP may have strengthened in the last few 
days of the month, but these managers have 
been holding this trade for a while, with the 
currency down 17% year-to-date against the 
USD. On the other side of the fence is [or was] 
Bill Gross, who in early September said USD 
was overvalued and had switched positions 
to go long GBP; whether he remains in this 
expensive position remains unclear. 

It is not only the UK that is getting 
it in the neck, it is also the US, with 
further bearish comments from 
Bridgewater. 

This time it is not the departing 
Ray Dalio, but the co-CIO Greg 
Jensen, who offered little optimism 
on the markets, with a particular 
dig at the US.  Speaking at the SALT 
conference, he said that markets 
were underestimating the threat of 
a global recession, saying that the 

US Fed has been unable to tame 
inflation.  Furthermore, he believes 
the US is the middle of a global 
financial bubble, with assets that are 
30% too expensive.  

This thinking is echoed by 
comments from Citadel’s Ken 
Griffin, who speaking at the CNBC 
Delivering Alpha conference said 
that recession is “only a matter of 
when, and frankly, how hard.”  

MANAGERS RAISE CONCERNS MANAGERS RAISE CONCERNS 
ABOUT US ECONOMY ABOUT US ECONOMY 
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Going against the tide of lower 
hedge fund fees, at a time when 
only parts of the hedge fund sector 
are outperforming, DE Shaw has 
increased the performance fees on 
three funds.  

Bloomberg reports that these are 
‘as high as 40%’ for the Oculus, 
Composite and Valance funds. In 
comparison, as we noted in the 
above HFR article, the average 
incentive fee sits at 17.9%, a figure 
that has been declining for a 
number of years.  

DE SHAW UPS FEESDE SHAW UPS FEES

https://www.citco.com/
https://www.mwam.com/
https://www.mfs.com/
https://www.salt.org/
https://www.deshaw.com/
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For most of this year, we 
have been writing about this 
environment being perfect 
for the macro manager and 
it continues. You could not 
make it up, it just gets better 
and better for these managers, 
particularly as markets get ever 
more pessimistic, with the Fed 
leading the charge on raising 
rates, the stronger USD against 

the EUR, JPY and in GBP, as well 
as betting against bonds, and 
most recently Opec+ tightening 
oil markets. The Wall Street 
Journal writes that Bridgewater 
Associates is on course for its 
best year since 2010 and other 
managers, such Brevan Howard, 
Rokos Capital Management and 
Haidar Capital, are also showing 
exceptional numbers. 

It is rare to see a reasonably sized successful hedge 
fund being closed as the founder and PM leaves to 
join a larger fund. The economics of running your own 
fund tend to suit that smaller fund, particularly when 
that fund is performing. But that’s exactly what Ahmet 
Arinc is doing, shutting the door on Cirera Capital, 
which according to Bloomberg, who had the story, was 
managing approximately $500 million. He is leaving to 
join ExodusPoint Capital Management, the global multi-
strategy manager, managing around $14 billion, which 
has clearly set out a good package. 

MACRO BANNER YEARMACRO BANNER YEAR EXODUS...EXODUS...

NEWS (CONT.)

Forrester Partners is an independent 
executive search firm which was founded 
in 1999. The partnership executes retained 
executive search and is proud to provide 
authentic, straight forward advice on 
senior leadership needs. All searches are 
run by one of the partners and Forrester 
Partners has advised clients across 14 
countries. 

Owen Sharkie

os@forresterpartners.com

Lottie Cutcliffe

lc@forresterpartners.com 

Our practice areas include Real Estate, 
Asset Management and Hedge Funds.

The core focus of our Hedge Fund 
practice is to support our clients across 
fundamental equities (long short, long 
only, event driven, merger arbitrage, 
growth equity), equity-linked and fixed 
income.

Typical hedge fund mandate

Team lift Team lift 

outs & outs & 

buildsbuilds

Portfolio Portfolio 

ManagerManager
AnalystAnalyst AssociateAssociate

Investor Investor 

Relations &  Relations &  

SalesSales

www.forresterpartners.com

https://www.brevanhoward.com/
https://www.rokoscapital.com/
https://www.haidarcapital.com/
https://www.exoduspoint.com/
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In its first half financial results for Petershill Partners, the FTSE 
250 alternative asset manager investor, it reported an asset 
write-down of $570 million.  Performance fees were also down, 
with expected revenues delayed into 2023, although according 
to the firm the strategy remains “on track”.  

Having said that, Petershill does not appear to be having 
any problems raising new funds, jacking up its target for this 
year from $40-45 billion to $50 billion.  Since being listed in 
September 2021, its share price has fallen around 45%.  

The Alternative Investment 
Management Association 
(AIMA) continues to go 
from strength to strength. 
In September, AIMA further 
bolstered its council for 
the 2022-24 term with a 
raft of new individuals from 
leading firms. The alternative 
investment association also 

confirmed that Magnetar 
Capital’s Karl Wachter has 
been reappointed Chairman 
of the board. Additional 
firms added to the council 
includes Balyasny Asset 
Management, Bridgewater, 
Dechert, Third Eye Capital, 
Trovio Group and Two 
Sigma.

Another venerable British 
institution under attack, beyond 
the Bank of England, is the 
London Metal Exchange 
(LME). Various hedge funds 
have come together to launch 
a claim against the exchange 
after it suspended nickel trades 
earlier this year. This happened 
when the market spiked in an 
exceptionally short time-frame 
as material investors – or one 
particular investor – was forced 

to cover their shorts. The LME 
pulled the plug, which the 
managers believe was not the 
right course of action. These 
funds include AQR, DRW 
Commodities, Flow Traders 
and Capstone.  There is already 
an outstanding lawsuit against 
the LME from Jane Street and 
Elliott Management. 

LME SUED BY FUNDS LME SUED BY FUNDS 

WRITING DOWN ASSETSWRITING DOWN ASSETS AIMA BOLSTERS COUNCILAIMA BOLSTERS COUNCIL

Odey Asset Management 
is on a roll.  All too often 
Crispin Odey is pilloried as 
the bogeyman in the hedge 
fund world, not only for his 
spectacularly volatile returns, 
but also his outspoken views, 
particularly on Europe - he 
was quoted as saying that 
without Brexit there would be 
“revolution”. Then there are his 
connections, with the new 
Chancellor one of his former 
employees.  

At the end of the day, all Odey’s 
of this world are marked on 
their performance and Odey’s 
recent numbers have been 
off-the-clock, with enormous 
profits from shorting bonds 

and currencies, particularly 
gilts and GBP.  Bloomberg 
has reported that one of his 
funds, Odey European Inc., 
was up 193% through to end of 
September.  Although whether 
you can claim to be an ardent 
Brexiteer at the same time as 
shorting these two is a subject 
open for discussion.  

Now, writes the Financial 
Times, Odey is betting on 
fracking in the UK taking 
off. This is the controversial 
method of extracting oil that is 
only recently back on the cards 
under the new Prime Minister, 
as she seeks to increase the 
UK’s energy self-sufficiency.

According to various reports, 
hedge funds, particularly 
many of the largest crypto 
managers, were taking 
sizeable positions mid-
month on the ethereum 
merger. 

The merger was a huge 
development for the second 
largest cryptocurrency, 
for it changed the way 
transactions are validated 
on its ledger. By doing 
so it reduces its energy 
footprint from 8GW to 
85MW, which is one of the 
biggest criticisms levelled 
at crypto. According to 
the Financial Times, this 
move was being closely 

watched by hedge funds. 
On the day itself, the move 
appeared to underwhelm 
as the currency fell over 8%, 
while bitcoin dropped by 
just 2%. It remains unclear 
if managers were long or 
short the currency at the 
time, although funds have 
generally been short crypto 
recently. 

Taking a peak at 
Coinshares’ Digital Asset 
Fund Flows report shows 
that institutional investor 
crypto shorts were at record 
highs mid-month and also 
described recent flows into 
the space as ‘tepid.’

ODEY GETS FRACKINGODEY GETS FRACKING FUNDS SHORT CRYPTOFUNDS SHORT CRYPTO
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Anthony Scaramucci has been 
increasingly steering Skybridge 
Capital to crypto over the past 
few years, a move that hasn’t 
gone entirely to plan. 

Earlier this year, there was the 
failed attempt to list a Bitcoin 
ETF and then investors took 
umbrage at the firm’s  overall 
shift to crypto.

Back in July, Citywire wrote 
that not all Skybridge investors 
were behind the move and the 
business was now facing a 
'wave of redemptions’ with the 
$2 billion Multi-Adviser flagship 
fund looking at around $900 
million in redemptions. 

And now the latest news from 
Skybridge Capital is that 30% 
of the firm has been sold to the 
crypto 'whale’ Sam Bankman-

Fried, founder and CEO of FTX 
the Bahamas based crypto 
platform. 

According to reports Bankman-
Fried also has the option to buy 
the remaining 70% as part of the 
deal.  

Whether this is a distressed sale 
remains to be seen and there 
are no figures given on the sale 
price, but Skybridge has not had 
the rub of the green recently. 

With the new funding, Skybridge 
immediately bought $40 million 
of crypto assets according to 
Decrypt, which have since 
materially declined in value. 
On a separate matter, FTX has 
been warned by the FCA that it 
was “targeting people” in the UK 
without authorisation. 

CRYPTO DERAILS THE ‘MOOCH’CRYPTO DERAILS THE ‘MOOCH’

The Guardian newspaper has reported 
that private equity firms are continuing to 
invest in dirty energy. This comes from a 
scorecard report compiled by the Private 
Equity Stakeholder Project and Americans 
for Financial Reform Education Fund, which 
names Carlyle, Warburg Pincus and KKR as 

the worst offenders. These firms are accused 
of having inadequate plans to transition away 
from oil and gas and are continuing to invest 
in greenhouse gas emitting projects. Of the 
eight firms on the scorecard, which managed a 
combined $3.6 trillion in assets, they have $216 
billion invested in energy projects. 

With investors’ concerns 
elsewhere, there has been a 
material pull back from ESG 
investing this year. To be 
fair this is the same across 
many other strategies, but 
it does come at a time 
when the investment world 
appeared to have shifted 
to ESG as a prerequisite.  It 
still remains a requirement 
for many institutions and 
family offices, but the 
pressure does appear to 
have marginally dropped 
off. Looking at the US ETF 
flows (through to 31 August) 
to this space, as a proxy, 
there has been $4.5 billion 
inflows, which compares 
poorly with $36 billion last 
year and $32 billion in 2020. 

NEWS (CONT.)
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Since I began working in the hedge fund industry in 
2000, I have been privileged to engage with institutional 
investors around the world on if, when, where and how 
hedge funds and other absolute return allocations fit in 
their portfolios. Recently, the market backdrop has shifted 
notably, with hedge funds regaining some relevance 
on institutional agendas. Amid concerns about high 
valuations and the end of the decades-long regime of 
low inflation and volatility, investors are turning away 
from buy and hold beta and seeking alternative sources 
of return. 

The shape of demand is also changing, becoming more 
targeted and outcome-oriented both on a stand-alone 
basis and in an overall portfolio context. In addition, 
within their hedge fund selections, investors are seeking 
particular attributes which often vary by region and 
investor type.

KEY TAKEAWAYS

In the US, sophisticated investors such as endowments 
and foundations (E&Fs) are rethinking the role of hedge 
funds in their portfolios, shifting emphasis from high 
return seekers to strategies offering greater liquidity 
and diversification and lower net exposure and beta. 
US pension funds are a more heterogeneous lot. While 
some had taken this approach from the start, the general 

direction of late has been to add to hedge fund exposure 
with a focus on their diversifying properties.

Moreover, with valuations of mainstream assets stretched 
even as the decades-long regime of low inflation and 
volatility is ending, investors are turning away from 
directional buy and hold strategies and seeking absolute 
returns. Not surprisingly, they are putting a premium on 
inflation protection, particularly where cash flows are 
required. And unconstrained absolute return strategies 
can act as an effective, liquid inflation hedge via exposure 
to assets such as commodities, property and inflation 
linked bonds.

In Europe, hedge fund demand had already experienced 
one significant transformation since 2008, with a move 
away from offshore-domiciled hedge funds towards 
absolute return UCITS funds. Enthusiasm subsequently 
faded, as these funds underperformed stocks and 
bonds, partly because they have tighter constraints on 
investment than hedge funds. However, absolute return is 
very much back on the agenda in 2022, with Europeans 
expressing similar preferences for effective inflation 
hedges. In addition, ESG, liquidity and fees are important 
parameters in the mix.

Elsewhere, it ’s more difficult to make sweeping 
generalisations. However, I also see evidence this year 

THE CHANGING SHAPE OF DEMAND FOR THE CHANGING SHAPE OF DEMAND FOR 
HEDGE FUNDS/ABSOLUTE RETURN STRATEGIESHEDGE FUNDS/ABSOLUTE RETURN STRATEGIES

OMAR KODMANI, RUFFER LLP

The shape of demand is also 
changing, becoming more 
targeted and outcome-oriented 
both on a stand-alone basis and 
in an overall portfolio context. 

Omar Kodmani, Ruffer

99
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only 
and the newsletter does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this 
content, please do not hesitate to get in touch with the team.

99
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only and the newsletter 
does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this content, please do not hesitate to 
get in touch with the team.



1010
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only 
and the newsletter does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this 
content, please do not hesitate to get in touch with the team.

OCTOBER 2022The Hedge

1010
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only and the newsletter 
does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this content, please do not hesitate to 
get in touch with the team.

of an increased relevance of hedge funds and absolute 
return strategies in the portfolios of sophisticated investors 
in the Middle East and Asia Pacific.

HOW DID WE GET HERE?

Since the mid 1990s, hedge funds as an investment class 
have grown dramatically to today’s $4 trillion in total 
assets. But this growth has been volatile, with periods of 
popularity followed by times of disfavour – such as the last 
five years, which have seen net outflows overall (figure 1). 

Instead, the rise of alternatives in portfolios has been 
dominated by private market allocations. In the US, E&Fs 
were already well exposed to private equity, but pension 
funds have ramped up their allocations significantly, 
as have large institutional investors around the world. 
Flagship industry conferences on alternatives from San 
Francisco to Seoul via Monaco first demoted hedge funds 
to day two of the programme and later dropped them 
altogether. I recently met a seasoned US public plan 
allocator who told me: “Once you go to private markets, 
you never go back... Nobody bothers you.” Unlike public 
market investments, private assets have limited quarterly 
performance volatility to explain or worry about, and you 
are, in any case, committed for ten years.

At the time of writing, public equity and fixed income 
allocations are generally down by double digit 
percentages so far this year. By contrast, private 
allocations are reportedly holding up well. But that sounds 
too good to be true, and the realisation is growing that 

valuations will come down over time because private 
equity and private credit are ultimately tethered to equity 
and credit markets, as well as economic realities. In the 
meantime, portfolios are becoming unbalanced as the 
denominator effect caused by the declining value of listed 
investments is making private market exposures look 
oversized by comparison.

Based on the many meetings my team and I have had 
with various sophisticated global institutions over the last 
nine months, I can confirm that the fascination with private 

investments continues. However, there is one important 
change: they now wish to look at portfolios holistically 
and adjust public market allocations to be complementary, 
rather than overlapping. 

For example, E&Fs in the US would traditionally have 
required hedge funds to offer mid-teen expected returns. 
Strategies with track records in the mid to high single 
digits would have been ruled out. In the new world, 
however, returns in the mid to high single digits are very 
welcome provided they are available when you need them 
most. 

This new mindset is focused on portfolio context and 
look-through exposures. After all, what are the diversifying 
properties of a long-biased tech manager in a portfolio 
with substantial exposure to private equity and venture 
capital? Not great. Wouldn’t it be more interesting to have 
a manager who carries positively in benign markets but 
delivers a positive convex return payoff during periods of 
stress?

GUEST ARTICLE (CONT.)

Figure 1 
Hedge Fund Net Asset Flow, U$BN

Source: HFRI, FactSet, JPMorgan Asset Management. Flow data as at 31 Mar 2022. Sector exposure to May 2022
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...[investors] now wish to look at 
portfolios holistically and adjust 
public market allocations to 
be complementary, rather than 
overlapping.

Omar Kodmani, Ruffer

In the US, there has also been a re-emerging trend of 
hybrid or crossover funds that blend public and private 
exposures, both on the credit and equity side. These were 
largely shut down after 2008 when many so-called liquid 
funds had to gate, but they have now made a comeback 
in some circles. It is difficult to understand the rationale 
for such funds when institutions are trying to establish 
clear lines for the liquidity and expected return profile of 
the private market allocations, as distinct from the publics. 
However, this highlights that many institutional portfolios 
have bar-belled liquidity exposures. Sophisticated 
investors and their consultants are thinking about the 

benefits of linking the management of private and public 
portfolios in terms of efficient liquidity management (eg 
with respect to idle cash in connection with private equity 
fund capital commitments). And this is precisely what 
some absolute return strategies aim to provide. 

EUROPEANS WANT TLC AND ESG

While Europe is not a homogeneous market, there have 
been some clear trends across the EU and some core 
institutions in the UK and Switzerland. After 2008, the 
hedge fund label became problematic, and offshore-
domiciled hedge funds largely fell off the menu. Instead, 
we witnessed the growth of EU-domiciled absolute return 
funds. These also ended up being overshadowed by 
traditional investments (due to bull market conditions) 
and by private market allocations. However, for many 
of the same reasons as in the US, the changing market 
environment has catalysed a renewed interest in absolute 

return across Europe. Lower volatility has always been 
a driver for Europeans, and it is interesting to see the 
mismatch in perceptions on this point, with managers 
(General Partners - GPs) appreciably less concerned 
about volatility than investors (Limited Partners - LPs) are 
(figure 2).

Compared with the US, Europe has a much a greater 
focus on TLC – transparency, liquidity and costs. These 
can be deal breakers where managers refuse to disclose 
their holdings or make concessions on fees. ESG 
considerations are also central to requirements. 

PUTTING IT TOGETHER

What does the new shape of demand look like? 

Institutions are seeking to achieve specific outcomes 
such as

• low correlation with risk assets

• downside protection

• inflation protection

• income streams with minimal duration and credit risk

• strong risk adjusted returns

In addition, hedge fund interest – especially towards 
macro strategies – is being driven by shorter term worries, 
including rate hikes, the Russia-Ukraine war and volatility 
in China (according to Barclays Strategic Consulting 
survey results for June 2022).

Figure 2 
How important an objective is decreased volatility?

Source: SEI Investment Manager Services Hedge Fund Survey 2022
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One further general observation: it doesn’t help that 
hedge fund strategies aren’t labelled by their outcomes. 
Some or all of the outcomes I listed above could be 
addressed by multi-strategy, macro, equity market neutral, 
relative value fixed income and niche strategies such 
as insurance-linked solutions. However, dispersion and 
volatility in manager performance may result in investor 
disappointment. Take macro for example, a strategy which 
is now in favour after a dry spell. Industry data suggests 
that macro offers decorrelation from traditional asset 
classes when needed (figure 3). Yet manager performance 
has been binary – either impressive or very poor – both 
across managers and within individual managers’ track 
records. Institutional allocators would find portfolio 
construction easier if manager performance was more 
consistent. 

The holy grail for absolute return managers today is to 
demonstrate first and foremost a consistent ability to 
deliver on desired outcomes (such as inflation protection 
and downside control), secondly compelling risk-adjusted 
returns and thirdly appropriate levels of TLC and ESG, 
especially in Europe. If they can satisfy all three criteria, 
absolute return managers should attract significant 
demand from institutional investors. 

The views expressed in this article are not intended as an offer or solicitation for the purchase or sale of any investment or financial instrument, including interests in any of 
Ruffer’s funds. The information contained in the article is fact based and does not constitute investment research, investment advice or a personal recommendation, and 
should not be used as the basis for any investment decision. References to specific securities are included for the purposes of illustration only and should not be construed 
as a recommendation to buy or sell these securities. This article does not take account of any potential investor’s investment objectives, particular needs or financial 
situation. This article reflects Ruffer’s opinions at the date of publication only. The opinions are subject to change without notice and Ruffer shall bear no responsibility 
for the opinions offered. This financial promotion is issued by Ruffer LLP, which is authorised and regulated by the Financial Conduct Authority and is registered as an 
investment adviser with the US Securities Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training. © Ruffer LLP 2022 80 
Victoria Street, London, SW1E 5JL: ruffer.co.uk/disclaimer
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Figure 3
Hedge Fund Correlation with a 60/40 Stock-Bond Portfolio 

Sources: HFRI, S&P, Bloomberg, FactSet, JPMorgan Asset Management. *60/40 portfolio is 60% S&P 500 and 40% Bloomberg US Aggregate. 
Hedge Funds are represented by HFRI Macro. Correlation is calculated on a 12 month rolling basis as at 30 May 2022. 
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Ruffer. He Joined Ruffer in 2019 from EnTrust Permal, a specialist 
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a BA in economics from Columbia University, an MBA Finance 
from NYU-Stern, and is a CFA charterholder.

http://www.ruffer.co.uk/disclaimer


1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only 
and the newsletter does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this 
content, please do not hesitate to get in touch with the team.

OCTOBER 2022The Hedge

1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only and the newsletter 
does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this content, please do not hesitate to 
get in touch with the team.

Presented byREGULATIONREGULATION

1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only 
and the newsletter does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this 
content, please do not hesitate to get in touch with the team.

1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only and the newsletter 
does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this content, please do not hesitate to 
get in touch with the team.

1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only 
and the newsletter does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this 
content, please do not hesitate to get in touch with the team.

1313
This newsletter is a selection of the previous month’s sector news, trends, regulatory developments and best practices. Any opinions expressed are those of the author only and the newsletter 
does not constitute personal advise or a personal recommendation. We always seek to maintain tight editorial standards. If you have any comments on this content, please do not hesitate to 
get in touch with the team.

On 22 September 2022, the Economic 
Crime and Corporate Transparency 
Bill (the “ECCT Bill”) was laid before 
Parliament for its first reading. Introduced 
to make provisions ‘about economic 
crime and corporate transparency’, 
the ECCT Bill proposes to build on the 
Economic Crime (Transparency and 
Enforcement Act) 2022 which came into 
force on 15 March 2022. 

If passed, the ECCT Bill will grant 
new powers and responsibilities to 
Companies House. It will also reform 

its regulatory regime – a key example 
of which is its proposal to introduce 
new identity verification requirements 
for all company directors, persons with 
significant control, and others filing with 
the Registrar. 

In addition, the ECCT Bill expands the 
powers of law enforcement authorities 
(including at the pre-investigation stage 
in some cases) to facilitate efforts in 
investigating and tackling financial 
crime, particularly in the crypto sphere. 
Other notable provisions include the 

new proposed exemptions to principal 
money laundering offences (under Part 5 
of the Bill on miscellaneous provisions), 
which should help reduce unnecessary 
reporting by businesses carrying out 
transactions on behalf of customers.

The Bill is scheduled to have its Second 
Reading in October 2022 and its main 
principles will be debated then.  

The FCA has updated its webpage setting out 
common ways scammers may contact people 
claiming to be from the FCA and encouraging 
individuals to consider the possibility that it could 
be a scam. 

New fake emails have been reported from several 
domains, including:

• mubeki@fca.org.uk, mubeki@fca.org.uk, ale@
fca.org.uk.  The top 3 subject lines in these fake 

emails are, "Project Loan", "Project Seking", and 
"Project Seking Loan"

• @secure-fca.org.uk: potential scam email to 
firms using this email address

If anyone is concerned about a communication 
received, they are encouraged to contact the FCA’s 
consumer helpline via its webform or call 0800 111 
6768.

FAKE FCA EMAILS, WEBSITES, FAKE FCA EMAILS, WEBSITES, 
LETTERS AND PHONE CALLSLETTERS AND PHONE CALLS

NEW UK ECONOMIC CRIME BILLNEW UK ECONOMIC CRIME BILL

On November 4, 2022, after an 18 
month transition period, the SEC’s new 
marketing rule comes into effect and 
advisers will no longer be allowed to 
use the previous advertising and cash 
solicitation rules. Advisers must comply 
with the new rule for any materials used 
after its effective date. 

The objective of the new rule is to 
modernize, and in most cases simplify, 
advertising requirements for investment 

advisers.  The rule updates the 
definition of advertising and allows an 
investment adviser to market via current 
day mediums, while also enhancing 
disclosure requirements.

Among other topics, the new marketing 
rule covers: 

• Policies and procedures

• Substantiation requirement – the 
new rule prohibits advertisements 

from making material statements of 
fact that advisers can’t validate

• Performance advertising 
requirements

• Books and records

NEW SEC INVESTMENT ADVISER NEW SEC INVESTMENT ADVISER 
MARKETING RULEMARKETING RULE

https://bills.parliament.uk/bills/3339
https://bills.parliament.uk/bills/3339
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https://www.fca.org.uk/consumers/fake-fca-communications/fake-emails-letters-calls
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The SEC made headlines in early October by announcing 
charges against Kim Kardashian for unlawfully touting a crypto 
asset on social media.  They also published a video warning 
investors not to make investment decisions based solely on the 
recommendations of a celebrity or influencer! The last month 
has also seen an abundance of (less high-profile) SEC and CFTC 
enforcement action. 

SEC AND CFTC CHARGES MULTIPLE WALL 
STREET FIRMS WITH WIDESPREAD 
RECORDKEEPING FAILURES

The SEC announced charges against 15 broker-dealers and one 
affiliated investment adviser for widespread and longstanding 
failures to maintain and preserve electronic communications. 

Employees routinely communicated about business matters using 
text messaging applications on their personal devices, with the 
firms failing to maintain or preserve the substantial majority of 
these communications.

The firms admitted the facts set forth in the SEC orders and 
agreed to pay combined penalties of over $1.1 billion and have 
begun implementing improvements to their respective compliance 
policies and procedures to settle these matters.  Separately, the 
CFTC announced settlements totalling over $700 million with the 
firms for related conduct.

FOUR INVESTMENT ADVISERS FINED FOR PAY-
TO-PLAY VIOLATIONS

The SEC fined four investment advisers between $45,000 and 
$95,000 for violating the agency’s pay-to-play rule.

Rule 206(4)-5 of the Adviser’s Act prohibits certain investment 
advisers from providing investment advisory services for 
compensation to a government client for two years after the 
adviser or certain of its executives or employees (known as 
“covered associates”) makes a campaign contribution to certain 
elected officials or candidates who can influence the selection of 
certain investment advisers.

The fines came as a result of the advisers all continuing to receive 
advisory fees from government entities following campaign 

contributions made by covered associates to elected officials, or 
candidates for elected office.

SEC CHARGES HUDSON ADVISORS AND LONE 
STAR GLOBAL OVER FUND FEES

The SEC charged Hudson Advisors L.P. and Lone Star 
Global Acquisitions Ltd. for including Hudson’s owner’s 
anticipated income tax liability as a component of certain fees 
charged to 14 private equity funds under their management.

Hudson included $54.6 million of its owner’s anticipated U.S. tax 
liability in fees charged to the funds. The SEC’s order finds that 
Hudson and Lone Star Global failed to disclose the inclusion 
of these tax liabilities to their clients, finding also that Hudson 
and Lone Star Global were not authorized to charge this fee 
component without full and fair disclosure to the funds.

Hudson and Lone Star Global have agreed to pay $11.2 million 
in civil penalties and have reimbursed the affected funds $68.5 
million, which includes interest on the undisclosed tax liability 
charges.

SEC CHARGES VENTURE CAPITAL 
FUNDS ADVISER IN CONNECTION WITH 
UNAUTHORIZED AND UNDISCLOSED INTER-
FUND LOANS

The SEC announced settled charges against California-
based investment advisers SparkLabs Management, LLC 
and SparkLabs Global Ventures Management, LLC, and their 
principal Bernard Moon (collectively “Respondents”) for making 
inter-fund loans without having authorization to do so and for 
failing to disclose the associated conflicts of interest.

The Respondents entered into more than 50 unauthorized and 
undisclosed interfund loans, totalling over $4.4 million. These loans 
were made to other funds under their management and to their 
affiliates to assist in financing the borrowing fund’s investment 
strategies and meet their obligations to repay other outstanding 
loans from other affiliates entities. By entering into these loans, the 
Respondents breached their fiduciary duty to investors as these 
loans violated the lending terms of the offering documents.

U.S. ENFORCEMENT ROUND-UPU.S. ENFORCEMENT ROUND-UP
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The SEC also found that certain conflicts of interests were not 
properly disclosed as a result of these loans and contrary to fund 
documents, no committees were created that could have advised 
or consented to these conflicted transactions. 

SEC CHARGES MULTIPLE ADVISORY FIRMS FOR 
CUSTODY RULE AND FORM ADV VIOLATIONS

The SEC charged a number of investment advisers for failure 
to comply with requirements relating to safekeeping client assets 
and/or timely updating their SEC disclosures to reflect the status 
of audits of financial statements for the private funds they advised.  

Among other things, certain advisers failed to have audits 
performed or to deliver audited financials to investors in certain 
private funds in a timely manner, thereby violating the Advisers 
Act’s Custody Rule, and certain advisers failed to promptly file 
amended Form ADVs to reflect that they had received audited 
financial statements after having initially reported that they had 
not yet received the audit reports.

SEC CHARGES EXEMPT REPORTING ADVISER 
FOR OVERCHARGING FEES

The SEC charged Energy Innovation Capital Management, LLC 
(“EIC”), a California-based exempt reporting adviser, with charging 
excess management fees from two venture capital funds.

The funds’ offering documents allowed EIC “to charge 
management fees during certain times based on the funds’ invested 
capital in individual portfolio company securities and require EIC to 
reduce the basis for these fees if certain events occur, such as write-
downs of such securities”. The SEC’s order finds that, from January 
2020, through March 2022, EIC overcharged management fees by 
making a number of errors in its favor.

The errors include:

• failing to adjust management fee calculations for individual 
portfolio company securities subject to write-downs;

• inaccurately calculating management fees based on 
aggregated invested capital at the portfolio company level 
instead of at the individual portfolio company security level;

• incorrectly including accrued but unpaid interest as part 
of the basis of the management fee calculation for certain 
investments; and

• failing to begin the post-commitment management fee 
period at the correct date.
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