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equity valuations becoming a bit more 
stretched, which we saw at the start of the 
year, you’re much more sensitive to bad 
news. I therefore think 2014 will see more 
volatility in the markets. Equities will rise 
but there will be less upside compared to 
last year. A pure buy and hold strategy will 
leave you more exposed to volatility and less 
exposed to the upside. This is where tactical 
asset allocation can make the difference,” 
says Barjou.

Investors continue to buy corporate credit 
in the search for yield, even though spreads 
are tightening. Goldman Sachs’ economics 
research team forecast investment grade 
5-year spreads to contract further from 
122 basis points today to 111 basis points 
by year-end. Continued inflows have the 
potential to create a bubble but as Barjou 
notes, “currently, it’s better to participate in 
the bubble than not to be invested. We are 

The Hedgeweek Global Awards 2014 event, 
sponsored by Lyxor Asset Management and 
held at the end of February, featured winners 
from across the hedge funds spectrum who 
gathered in London’s Mayfair to celebrate a 
year of illustrious achievement.

In her opening address at the Hedgeweek 
Global Awards 2014 event, Florence Barjou, 
Head of Multi Asset Investments and 
portfolio manager for the ARMA funds, Lyxor 
Asset Management, said that buy and hold 
would not be a key strategy in 2014.

“If you look at fundamentals we are 
clearly in a situation where cyclical risks are 
receding and market conditions are steadily 
improving. I think this year will probably 
be similar to 2013 where both equities and 
interest rates will increase. The big difference 
to 2013, however, is that equity valuations are 
no longer as cheap. 

“When you’re close to fair price with 

European economic 
recovery drives optimism 

in 2014
By James Williams

the  hedge  fund industry  today
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Spain, for example] as that is where we’ve 
seen the most interesting events, but we are 
now looking at core Europe as things appear 
to be settling down. Corporates have a lot 
of cash sitting on their balance sheets and 
hopefully they will start to take advantage of 
the low interest rate environment.”

Last year, Japan was an important macro 
play for Jabre Capital Partners, winner of 
this year’s Best Relative Value Convertible 
Bond Manager. This was achieved through 
the JABCAP Convertible Bond Fund’s ability 
to get leveraged exposure to Japan through 
asset swaps on convertible bond positions; 
these are swaps that hedge out the credit 
risk in the convertible bond and isolate the 
equity option. Another focus was on high 
delta bonds, highlighting the fund’s bullish 
stance on equity markets. 

“Japan will continue to be a theme in 
2014,” confirms Mark Cecil, one of the 
firm’s founding partners alongside Philippe 
Jabre and Philippe Riachi. “We see good 
opportunities in all three major markets – 
US, Europe and Japan. Currently, we have 
negligible exposure to emerging markets. 
We think that might be an interesting theme 
for the second half of 2014 once the cycle 
of capitulation that we’ve seen recently 
finishes. This will likely create some value 
discrepancies, which will create investment 
opportunities.”

One area of growth that fund 
administrators are capitalising on with 
their clients is the alternative mutual fund 
space. Total AuM in this segment of the ’40 
Act fund space rose 45 per cent in the 12 
months to 31 October 2013 from USD89.5bn 
to USD129.8bn. And for firms like UMB Fund 
Services – winner of this year’s Best North 
American Hedge Fund Administrator – which 
offers a turnkey solution to bring such 
products to market, these are exciting times.

“We have several clients who have chosen 
to use our turnkey solution for registered 
private investments varying from large 
insurance companies to your standard equity 
long/short hedge fund manager. It’s starting 
to really gain traction,” confirms Lonnie 
Macdonald, EVP of Alternative Investments, 
UMB Fund Services. 

“We are well placed because we already 
service mutual funds as well as hedge funds. 
Clients can either choose our Investment 

looking at high yield corporate bonds as 
opposed to investment grade credit.”

Philippe Ferreira, head of MAP Research 
& External Relations at Lyxor – winner 
of this year’s Best Managed Accounts 
Platform – observes that long/short equity 
and credit managers are currently betting 
on the recovery of financials in 2014 given 
that dividend distribution has normalised in 
financial stocks.

“When we looked at the equities sell-off in 
January we noticed that financials were quite 
resilient compared to other stocks. Hedge 
funds are playing the economic recovery in 
Europe and the improving financial sector 
story at the moment; they are two dominant 
themes,” says Ferreira. 

Ferreira adds that investors remain bullish 
on long/short equities and event-driven 
strategies, helped in part by the pick-up in 
M&A activity in recent months. 

“Just recently we had the Commcast/Time 
Warner deal and a large number of event-
driven funds on our platform are playing 
these deals. We believe the M&A story is 
quite strong in terms of the asset volumes 
we see. 

“In credit the story is slightly different. 
Investors are slightly more cautious on the 
asset class, especially in the US in light of 
the termination of the quantitative easing 
programme. However, in Europe the outlook 
remains positive, especially with respect 
to the periphery. A lot of credit long/short 
hedge funds have quite significant exposure 
to peripheral countries such as Ireland, 
Greece, Spain and Italy, favouring high beta 
sectors like financials. However, investors are 
slightly more cautious on credit.”

José Luis Pérez manages the Europa 
Event Driven Fund at Cygnus Asset 
Management, winner of this year’s Best 
Event Driven Multi-Strategy Manager. Since 
last summer more risk has been added to 
the fund with Pérez confirming that exposure 
to equities and credit has increased, as has 
the hedging book. 

“Year-to-date we are very happy with 
performance in the fund. We have a lot 
of ideas in the pipeline. We are seeing 
corporate activity picking up so that’s 
encouraging. We have been focused on the 
periphery of Europe for the last 18 months 
[purchasing corporate preferred bonds in  7

Lyxor’s Florence Barjou 
addressing the audience

www.hedgeweek.com
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Manager Series Trust with a daily mutual 
fund, whereby we help them get all their 
registration done, all their SEC filings, 
distribution agreements as well as do all the 
investor servicing and accounting. Or, they 
can choose a non-daily registered private 
investment. These are still registered 40 
Act funds but are marketed only to private 
investors,” adds Macdonald. 

“You can’t ignore them. It’s an area of 
growth. I think this year will be important in 
terms of seeing how that plays out – what 
types of hedge funds make the decision to 
launch such products will be interesting. 
We’re definitely keeping an eye on that 
space,” comments Jorge Hendrickson, 
Director of Sales and Business Development, 

Opus Fund Services – winner of this year’s 
Best Offshore Hedge Fund Administrator. 

Hendrickson says that the peer-to-peer 
lending space is expanding with funds 
starting to invest in direct lending platforms 
like Prosper and Google-backed Lending 
Club, which connect lenders with business 
borrowers. “We’re seen growth in the 
number of funds following this strategy,” 
confirms Hendrickson.

On the regulatory front, there has probably 
never been a period like this in the history 
of fund management. Managers face a 
barrage of regulation from AIFMD in Europe 
to Dodd-Frank and FATCA in the US; all of 
which is playing into the hands of firms like 
DMS Offshore Investment Services – winner 

5 
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nature of the changes and why they are 
being made”. 

“At the moment, US managers are just 
interested in mapping the landscape and 
understanding what the restrictions are with 
respect to private placement,” says Burke, 
confirming that an AIFM software compliance 
program is scheduled to launch this summer.

“This will be for AIFMs to help them 
manage their obligations under the directive, 
be it themselves or in combination with the 
Cordium team. Increasingly you will see 
Cordium solutions delivered via a platform as 
well as through our team of consultants.”

Market regulation such as the move 
towards OTC clearing under new CFTC rules 
in the US and EMIR in Europe has meant 
that cross-margining is now an important 
requirement for hedge funds. With its strong 
heritage in derivatives, BNP Paribas – winner 
of this year’s Best European Prime Broker – 
is well positioned to provide this support to 
its prime brokerage clients. 

“As OTC transactions move more 
towards electronic trading and central 
clearing, initial margin will have to be 
posted by everyone and will no doubt be 
a drain on available capital for managers. 
Whether it’s Dodd-Frank, EMIR, we are 
fully preparing ourselves. We think that our 
core competencies of financing and cross-
margining could well play to our strengths 
going forward,” concludes Matt Pinnock, 
Head of Prime Services, Europe and Asia. n

of this year’s Best Offshore Regulatory 
Advisory Firm. 

As Don Seymour, founder of the firm, 
explains: “We have established an AIFM 
in Dublin, which will offer passporting 
capabilities and allow managers to continue 
to market their funds effectively throughout 
Europe. It’s a full solution for managers with 
full risk management capabilities and is the 
only platform available right now.”

“FATCA presents tremendous challenges 
for offshore investment funds that we 
serve in terms of compliance because the 
penalties for non-compliance are severe. We 
have a responsibility as directors to ensure 
that this is avoided. We have created a 
FATCA platform which is overseen by a team 
of seven professionals; we have attorneys, 
US tax professionals, CPAs and it is their 
job to act as FATCA Responsible Officers on 
our funds and ensure that compliance with 
FATCA is upheld.

“This is the first regulatory initiative 
that directly impacts on the fund not the 
manager. The stakes are very high so it’s 
been important to get this FATCA solution 
in place.” 

With respect to AIFMD, Stephen Burke, 
Managing Director at Cordium EMEA, says 
that US managers are somewhat ahead of 
the curve given that they are already having 
to comply with Dodd-Frank and file Form 
PF and that even though they are battle 
worn from regulation “they understand the 

www.hedgeweek.com
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Do you demonstrate operational stability,  
reliability and transparency?

SunGard’s Hedge360 can help.
A hedge fund’s status relies strongly on its ability to inspire the confidence of 
investors, prospects and regulators. So, it is critical to prove a robust approach 
to operational efficiency, risk and regulation.

Hedge360 is an integrated application suite that supports the full investment 
life cycle across front-, middle- and back-office processes for hedge funds and 
alternative asset management firms. It enables them to achieve institutional 
credibility by helping to increase operational efficiency, better manage risk and 
regulatory compliance, and support scalability. 
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The Europa Event Driven Fund is managed 
by José Luis Pérez. Pérez aims to capture 
investment opportunities around corporate 
activity in Europe through inefficiencies 
and under or over-valuations relating to 
M&A, capital structure changes, spin-
offs, regulatory changes, recapitalisations, 
restructurings and bankruptcies. 

“The investment philosophy for the 
Europa fund is to generate performance 
for our clients while employing active risk 
management. In that sense, we like to invest 
in situations where there is asymmetry 
between significant upside and limited 
downside, or if there isn’t limited downside 
that there are ways to hedge away the tail 
risk,” explains Pérez.

Typically, the fund is long volatility and a 
net buyer of futures and options. 

A rigid research methodology places 
special emphasis on changes in industry 
structures and supply trends to help identify 
potential special situations arising from legal 
and contractual conditions, re-ratings, etc.

With respect to idea generation, the 
fund uses a pool of around 15 ideas a 
month, within which between one and three 
positions are established. 

“These 15 themes cover equities, credit 
and derivatives. We build the risk profile 
using a bottom-up approach. Each idea is 
typically expressed within the portfolio for 
nine to 12 months but we’ve had some 
trades that have been as short as a few 
days and as long as 18 months,” says 
Pérez. He notes that M&A activity is now 
starting to pick up in Europe but that the 
main theme last year was buying a variety 
of fixed income instruments in the European 
periphery; in particular Spain.

“It ties back to 2012, which was a very 

difficult year for European markets. When 
there is substantial capital dislocation a lot 
of ideas get left behind, from a risk/return 
perspective. We were able to identify several 
ideas and capitalise on them.

“For example, we took advantage of 
corporate preferred bonds and financial 
sector stocks in Spain. With respect to 
preferred bonds we found opportunities in a 
range of Spanish sectors including utilities, 
telecoms and energy,” explains Pérez.

The risk associated with each idea in the 
portfolio is assessed to determine how much 
it would cost to hedge. “We then look at the 
price of options, CDS, and if the price is low 
enough to compensate the risk that we’re 
taking then we’ll go ahead and hedge out that 
risk. We tend to have our ideas on the one 
side to generate the fund P&L, and a separate 
hedging portfolio that mitigates market shocks 
to that portfolio. The size of the hedging 
portfolio is a function of the risk we have on 
the book and of the hedging price. 

“Currently, we are running a significant 
book and we have a significant portfolio of 
hedges.”

With corporate activity picking up across 
Europe Pérez says that the team has a good 
number of ideas in the pipeline: “We have 
been focused on the periphery of Europe 
for the last 18 months but we are looking 
at core Europe now as things appear to be 
settling down.”

Cygnus Asset Management was 
established in 2006 and currently manages 
approximately USD450m of assets. On 
winning the Hedgeweek award, Pérez 
comments: “We’re excited to receive this 
award and get recognition for the fund. We 
look forward to continue generating strong 
returns for our investors.” n

José Luis Pérez, Europa Event 
Driven Fund manager

Cygnus asset  management

Cygnus Asset 
Management

Best event driven multi-strategy manager

www.hedgeweek.com
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Jabre Capital  
Partners

Best relative Value Convertible Bond manager

Philippe Jabre has been successfully 
managing convertible bonds for 30 years. 
Whilst at GLG Partners (between 1997 
and 2006), Jabre honed his convertible 
bond strategy resulting in five funds with 
a combined AuM of USD7bn at its peak. 
In 2007, Jabre branched out and launched 
the JABCAP Convertible Bond Fund 
with founding partners, Mark Cecil and 
Philippe Riachi. 

Since inception the fund has generated 
consistently strong returns by combining a 
top-down thematic macro-driven approach 
with rigorous bottom-up fundamental analysis 
to identify the best trading opportunities 
within the convertible bonds market.

The fund portfolio currently holds 
approximately 111 convertible bond positions 
with a focus on liquid convertible bonds. 
Even though it is a hedge fund it will take 
a directional stance opportunistically, if and 
when the macro picture looks favourable. 

“Last year, for example, the main source 
of returns in the fund was a macro bet 
on Japan and our ability to get leveraged 
exposure to that market through asset swaps 
on our convertible bond positions. This is a 
convertible bond where you create a swap 
to hedge out the credit risk and basically 
isolates the equity option,” comments Cecil.

Average position size within the portfolio 
is typically between 1 and 3 per cent. 
Hedging tends to be adjusted aggressively 
depending on market conditions. “We hedge 
either through single stock shorts or via 
market hedging; e.g. by going short Nikkei 
225 futures against our Japan convertible 
bond positions,” adds Cecil.

One of the key benefits of convertibles 
is that they provide not only upside through 
exposure to equity markets but hedge 
against downside via the bond floor. This 
typically makes convertibles less volatile than 

equities. Last year, global issuance reached 
USD96.5bn and 2014 is shaping up to be a 
good year as M&A and refinancing activity is 
expected to pick up in a rising interest rate 
environment. 

“In 2013 we saw a good pick up in single 
stock volatility, which was very supportive 
of our strategy. Our ability to generate 
outperformance came in two parts: Firstly, our 
asset allocation. We were positioned with a 
bias towards Japan and Europe and less of 
a bias towards the US. Secondly, it was our 
stock selection approach, which was both 
thematic and valuation-based (in respect to 
both the company and the convertible bond).” 

In Cecil’s view, the market for convertibles 
in 2014 remains buoyant. Not that they 
are necessarily cheap “but they are fairly 
valued in an environment which is broadly 
supportive”.

In certain periods the portfolio is more 
yield-driven but Cecil says that in 2013 it was 
more equity-driven and that the focus was 
more on high delta bonds.

“We had a bullish view on equity markets 
generally speaking and we wanted as much 
exposure to the equity markets as possible.”

In terms of outlook for 2014, Cecil says 
that Japan will remain a strong theme in 
the fund but notes that the team sees 
opportunities in the US and Europe as well.

“We currently have negligible exposure 
to emerging markets. We think that might 
be an interesting theme for the second half 
of the year once this cycle of capitulation 
finishes as it will likely create some value 
discrepancies.”

On winning the award Cecil adds: 
“We would like to extend our thanks to 
Hedgeweek on winning this award and 
for their broad support of the hedge fund 
industry. We are delighted to win this 
prestigious award.” n

JaBre  Cap ital  partners

Mark Cecil, founding partner, 
Jabre Capital Partners

www.hedgeweek.com
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Lyxor Asset  
Management

Best absolute return manager

overlay brings added flexibility by creating 
a long/short portfolio to support the fund’s 
long-term allocation. This is not active 
shorting, however, but more the ability to go 
significantly underweight within a specific 
asset class. 

“Last year, for example, fixed income was 
a key driver of the fund’s performance. In 
May and June when the markets sold off, on 
the fixed income side the allocation to bonds 
was cut in ARMA 8 from nearly 135 per cent 
to less than 10 per cent,” says Barjou.

“In May 2013, the correlation between 
bonds and equities surged into positive 
territory so that, with the exception of cash, 
there was no safe haven anymore. If you 
did not realise that the source of risk was 
coming from fixed income and that this 
same risk was weighing on equities, then 
you would have made the wrong allocation 
and bought a safe haven asset that was no 
longer so. Instead of protecting the fund, 
fixed income would have added more risk to 
the portfolio,” says Barjou.

This is where ARMA comes into its own: 
through its ability to tactically shift from 
one asset class to another and control 
volatility by rapidly reducing exposure when 
markets turn. 

Both the strategic risk budgeting and 
trend-following elements of the strategy 
delivered moderately positive returns in 
2013 but as Barjou confirms, “the bulk of 
performance came from our tactical global 
macro strategy”. 

On winning this year’s Hedgeweek 
award for Best Absolute Return Manager, 
Barjou says: “We are very pleased to be 
rewarded as Best Absolute Return Manager. 
The award comes as a recognition of the 
quality of our investment process and 
the robustness of the performance we 
generate.” n

Lyxor Asset Management offers a range of 
risk-balanced funds in its Absolute Return 
Multi Assets (ARMA) strategy: ARMA was 
launched in May 2010 and aims to deliver 
EONIA plus 2 per cent p.a. with a volatility 
target of 3 per cent; ARMA 8 is a more 
aggressive version targeting returns of 
EONIA plus 6 to 10 per cent with a volatility 
target of 8 per cent. 

Florence Barjou is Head of Multi Asset 
Investments and portfolio manager for the 
ARMA funds. Explaining the investment 
philosophy Barjou comments: “The aim is 
to generate absolute returns in a long-only 
framework using a top-down asset allocation 
investment process. We look to generate 
performance by dynamically navigating 
between asset classes.”

There are three key drivers to the fund’s 
performance. Firstly, strategic long-term asset 
allocation is built using Lyxor’s in-house 
risk budgeting methodology to balance risk 
across different asset classes; these are 
typically equities, bonds, commodity indices 
and satellite instruments such as emerging 
market bonds and high yield bond indices. 

“Secondly, we use a tactical asset 
overlay. This includes a momentum-based 
CTA-type strategy based on price signals 
and a global macro-type strategy based on 
macroeconomic signals”, says Barjou.

The ARMA fund uses a rules-based 
process to build the portfolio and trades 
systematically. There is, however, a 
discretionary element to the global macro 
strategy with Barjou and the team inputting 
signals based on their market view. The 
input signals are then used by the model to 
size the portfolio accordingly. 

“The third driver is volatility control which 
controls drawdowns and the fund’s risk 
profile,” explains Barjou.

Whilst the strategy is long-only the tactical 

Florence Barjou, Head of 
Multi Asset Investments and 
portfolio manager for the 
ARMA funds

lyxor asset  management
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Advance Emerging Capital
Best diversified fund of funds manager

Advance Emerging Capital Limited is a 
London-based investment management 
company with a dedicated focus on global 
emerging and frontier growth market equities. 
The firm was established in 1996 by former 
Bank of England executive Nigel Wilson. In 
the early years, Advance Emerging Capital 
focused exclusively on emerging market 
equities. This remit was extended to include 
frontier market equities when Dr Slim Feriani 
took over the reins as CEO and CIO in 2005. 

Currently, the firm runs six funds and 
one segregated mandate. Four of the six 
products are long-only fund of funds, the 
other two being direct equity investment 
mandates. The firm’s flagship fund is the 
Advance Developing Markets Fund, which 
launched in June 1998. It has delivered 
outperformance in 11 of the last 15 
calendar years. 

The ability to generate alpha within its 
funds is predicated on three key criteria:
• Investee manager selection;
• Geographical asset allocation;
• Discount opportunities.
At a global level, Advance Emerging Capital 
conducts analysis on emerging and frontier 
market countries by assessing quality 
(balance sheet, FX reserves), value, growth 
and change (socioeconomic and political) 
factors. This helps form a macro view on 
which markets to focus on in its funds 
before the manager identification process. 

In respect to this, Advance Emerging 
Capital’s team rigorously selects best of 
breed managers by conducting in excess 
of 300 manager meetings a year, half of 
which are conducted on the ground. Key 
considerations include: manager experience, 
sustainability of investment process and 
performance, as well as environmental, 
social and governance considerations. 

“Our Advance Developing Markets Fund 
strategy targets 25 to 45 holdings, whilst 
our frontier markets strategy targets 20 to 
40 holdings. The on-boarding of managers 

is a long process with extremely strong 
due diligence and several meetings on the 
ground,” says Feriani, noting that the average 
holding period of open-ended manager is 
4.5 years. 

There are myriad discount opportunities 
within emerging and frontier markets given 
their diversity and inefficiency. A balance of 
closed and open-ended funds is achieved 
depending on where these discount 
opportunities arise.

Key factors that drive the removal of 
managers include: negative change in 
management; re-balancing of the Fund’s 
asset allocation; narrowing of discount of a 
closed end fund to an unsustainable level; 
breaching of performance limits without 
satisfactory explanation; failure to achieve 
corporate activity within assigned investment 
horizon; switching to a higher conviction 
bottom up idea, or corporate activity such as 
tender offers.  

With respect to risk management, within 
its funds Advance Emerging Capital will 
generally keep positions within each portfolio 
to between 1 and 10 per cent of the NAV. 
The team takes care to ensure that there is 
no duplication of fund styles and strategies 
within its portfolios. None of the firm’s funds 
uses leverage or hedging. 

“The main portfolio risk measures include: 
maintaining a high degree of diversification; 
mixing styles (growth, value, large cap, mid 
cap etc) in the underlying holdings; altering 
the balance of closed end versus open end 
funds in the portfolio; investing in defensive 
managers when appropriate, and raising 
cash in the portfolio (generally not above 5 
per cent),” confirms Feriani.

On winning the Hedgweek award, 
Feriani comments: “This is an appreciation 
and recognition of our strong and unique 
investment process, encompassing three 
engines of alpha generation and huge local 
informational advantage of more than 50 
expert investment teams in 23 countries.” n

Dr Slim Feriani, CEO and CIO, 
Advance Emerging Capital 
Limited

adVanCe  emerg ing Cap ital
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Hedge Fund  
Research 

Best index provider

Event-driven, equity hedge and activism 
were strong themes in 2013 and will likely 
continue in 2014 according to Kenneth Heinz, 
President of Hedge Fund Research. Activism 
was certainly a great trade in 2013; the HFRX 
Activist Index posted gains of 19.22 per cent. 
Equally, the HFRX Event-Driven Index gained 
13.87 per cent and is already up 2.72 per 
cent YTD. 

The HFRI Fund Weighted Composite Index 
gained 2.0 percent in February; this after 
posting a gain of 9.2 per cent in 2013, the 
best figures since 2010.

“Overall, investors and managers were 
generally satisfied with performance. As you 
look at 2014, it’s been a more volatile year so 
far yet the HFRI Fund Weighted Composite 
Index is still up 1.54 per cent,” says Heinz.

Currently, the HFRI is composed of 35 
indices and continues to expand. Six new 
indices have been added this year including 
HFRI Activist Index, HFRI Discretionary 
Thematic Index, HFRI Macro: Active Trading 
Index in January, while HFR added HFRI 
Macro: Commodity, HFRI: EH: Fundamental 
Growth and HFRI EH: Fundamental Value in 
February.

“Over the next few months we’ll continue 
to release new indices,” says Heinz.

What makes the HFRI indices and 
underlying database so important to 
managers and investors alike is that they’ve 
proven their robustness over the last 20 years.

“People are familiar with the HFR 
Indices, Database and Strategy taxonomy; 
they understand them and appreciate the 
robustness and universal acceptance of 
the results. The challenge of operating a 
benchmark through periods of market stress, 
as HFR has for over 20 years, engenders 
the credibility for people to use it in all types 
of markets. 

“Also, the underlying database is not only 

the most inclusive and representative in 
terms of funds, but also the most seasoned, 
meaning HFR has the most comprehensive 
coverage of the industry’s leading funds. 
Anybody using it gets the most inclusive 
and most representative performance 
characterisation available – the HFRI is 
regarded as the official scorekeeper of the 
hedge fund industry,” says Heinz.

What is important is not the performance 
of each index per se, but the performance 
of individual funds relative to their 
respective index. Whilst some indices 
suffer from survivorship bias and fund 
managers not wishing to post negative 
performance, the fact that so many investors 
use the HFRI indices and database helps 
preserve a high level of integrity and 
transparency.

“Most funds use their reporting 
relationship with HFR and their constituency 
in HFR Indices as a marketing asset and a 
testament to their organisational credibility. 
Because the use of the HFR Indices & 
Database is so pervasive with investors 
globally, their participation is not only a 
component of their efforts to reach investors, 
but an integral component of those.

“Managers and investors using HFR 
Indices have a greater awareness of the 
drivers of performance environment in which 
they are operating, contributing to more 
stable relationships,” says Heinz, who, on 
winning this year’s global award comments: 

“HFR is again thankful to the readers 
of Hedgeweek for recognising HFR as the 
“Best Index Provider” for the 2nd consecutive 
year. As the hedge fund industry continues 
to expand and evolve in coming years, we 
look forward to tracking and providing robust 
indices and research to allow investors and 
hedge fund managers to benefit from and 
define these powerful trends.” n

Kenneth Heinz, President of 
Hedge Fund Research

hedge  fund researCh
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UMB Fund Services
Best north american hedge fund administrator

administrates both mutual and alternative 
funds and is one of few administrators who 
can offer managers a full turnkey solution for 
launching a ‘40 Act fund. More specifically, it 
offers managers two routes into this space, 
as Macdonald explains: “Clients can choose 
our Investment Managers Series Trust to 
launch a mutual fund, whereby we help them 
get all their registration done, all their SEC 
filings, distribution agreements as well as 
do all the investor servicing and accounting. 
Or, they can choose our Registered Fund 
Solutions product to launch a registered 
private hedge fund. These are still registered 
‘40 Act funds but are marketed only to 
private investors. 

“We are seeing clients launching both 
types of ‘40 Act funds at the moment. Some 
have strategies that work well in a registered 
private fund but not so well in a mutual 
fund. It’s a part of the business that is really 
starting to grow.”

On winning the award, Macdonald 
comments: It is a great honour to be 
named “Best North American Hedge Fund 
Administrator” by Hedgeweek, especially on 
the heels of other awards we’ve recently 
received. Once again this award speaks to 
the high quality service that is delivered by 
our associates every single day.  We hope 
to continue to live up to this accolade and 
provide the industry with the best service we 
possibly can for many years to come.” n

UMB Fund Services administrates 
approximately USD190bn of assets across 
its mutual funds and alternative funds 
business. Its alternative investment division 
has been supporting hedge funds, private 
equity funds, fund-of-funds since 1991. It 
currently administers USD30bn of alternative 
assets and as Lonnie Macdonald, EVP 
of Alternative Investments at UMB Fund 
Services, comments: “We’ve had a great first 
quarter. We had a big win with a US private 
equity business with over USD3bn in AuM. 
Our pipeline looks great for 2014.”

With so much regulation for administrators 
to keep abreast of, the need to provide 
effective data management and data delivery 
to support alternative fund managers has 
become paramount. In that respect, UMB 
Fund Services is no different.

“Last year we brought in an outside 
consultant to help us examine our data 
management strategy. We are putting a lot of 
focus now on data management and delivery 
to clients the way they want it.. We’ve been 
looking at delivery through a couple of 
mechanisms,” explains Macdonald.

One is through its website portal, which 
Macdonald says has been significantly 
updated over the last 12 months. “That has 
been a big push and will continue to be so 
in 2014 and 2015,” says McDonald.

“Secondly, we’ve been looking at the 
quality of our processes and output 
to minimise the number of issues or 
exceptions. Clients pay for perfection. Our 
goal is to try and deliver data to our clients 
as perfectly as we possibly can.

“It’s a company-wide focus for UMB Fund 
Services and in particular our alternative 
investments division.”

UMB Fund Services brings an investor-
centric approach to supporting its managers. 

One area of growth for the firm is in 
the alternative mutual funds space, which 
is fast gaining traction in the US. UMB 
Fund Services is well placed given that it 

umB fund serV iCes

Lonnie Macdonald, EVP of 
Alternative Investments at 
UMB Fund Services
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“It was the best of times, it was the worst of 
times, it was the age of wisdom, it was the 
age of foolishness”, famously wrote Charles 
Dickens at the start of one of his books, 
the title of which we borrowed last year1. 
While those words were seeking to describe 
another epoch, the sense of movement, 
upheaval and uncertainty they convey 
somehow echoes the array of changes 
currently impacting the hedge fund industry, 
in Europe especially. 

From regulation to redistribution of 
investment allocation and of returns between 
asset classes, at a time when better 
performance is, in fact, more than ever 
required, the European alternative investment 
management industry is feeling some 
pressure from all directions. 

While the current changes are bound 
to reshape the industry and to redefine 
new markets in which players will continue 
to compete, those who will do well will 
have anticipated trends and adapted their 

businesses strategically, rather than tactically, 
to an environment which, simply, will no 
longer be the same again. 

In the following, we will try and 
understand recent trends which have 
emerged in Europe and which we believe 
are here to stay as part of this industry 
reshaping exercise, in Europe more than 
elsewhere. They stem from trends which, 
recently, have materialised as follows: 
• Performance is being “reallocated”: while 

strategies that had done well in the past 
are going through an existential crisis 
(e.g. CTAs), equity strategies have simply 
mirrored direct equity investing, with some 
(upward) adjustment for those able to 
select stocks on the basis of value. Those 
with a long bias have done well, but those 
with a short bias have naturally suffered – 
in Europe more than elsewhere.

• The idiosyncrasies of the European 
regulatory developments are already 
starting to impact the industry from 

European Hedge Funds: 
The age of wisdom?

By marianne scordell, Bougeville Consulting
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Hedgeweek global  awards 2014 survey

However, while the results of the European 
study concurs with these findings at present, 
looking at equity markets overall provides a 
different perspective. 

A year ago, the main two points 
supporting the thesis according to which 
US long / shorts do better than European 
ones were: 
• A culture of shorting stocks, a 

geographical concentration in and around 
New York, a pool of talent that reproduces 
itself by learning from each other were 
all vague but nonetheless tangible points 
most respondents had been keen to put 
forward to explain why their search for 
equity long / short funds would intuitively 
result in them looking at the US rather 
than Europe. The long history of US 
hedge funds – since the 1940s – meant 
US long / shorts got to critical mass 
sooner than funds from other regions, 
hence their global reach, access to 
international markets, and, consequently, 
their information advantage, resulting in a 
positive impact on performance.

• Investors also said that US managers 
were much more active than their 
counterparts elsewhere in the world on 
the short side, that they expressed greater 
divergence between themselves, and 
that they were more vocal. Investors said 
they decided to invest in US, rather than 
European, long / short funds because 
they offered a management style they did 
not see on offer elsewhere. 

various angles: we are learning how to 
live in a post-AIFMD world, not only from 
a cost perspective, but also insofar as 
relations between hedge fund managers 
and their investors are being redefined 
– within Europe as well as across 
the Directive’s perimeter, allowing an 
enhanced level of competition between 
Europe’s national markets along the way. 

• Funds of Funds (FoFs) in the broader 
sense – including those part of more 
diverse operations such as wealth 
management companies that select 
outside alternative managers as a step 
towards their overall portfolio construction 
process – have suffered more in Europe 
than anywhere else. With current AUMs 
50% lower than they were in 2007, new 
investment channels have appeared. 
Education – of those new to direct hedge 
fund investment, in some cases with the 
assistance of those who have lost their 
customs – has been an interesting winner. 

Performance: “The superlative degree 
of comparison only”2

When we wrote about the US hedge fund 
industry a year ago3, we pointed out the fact 
that while some trends were global rather 
than limited to a single region, the strategy 
for which investors would specifically choose 
to look at the US market for managers was 
equity long / short. This was especially true 
when it came to the activist subcategory, for 
which there is more of a tradition in the US.  27
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Lyxor Asset  
Management

Best managed accounts platform

Lyxor Asset Management continues to push 
the envelope when it comes to bringing 
innovation to its market-leading managed 
account platform. Lyxor currently supports 
approximately 100 managers and over 
USD12bn in AuM, of which 80 managers sit 
on the commingled platform with a further 
20 managers offering dedicated funds to 
institutional investors. 

At the heart of Lyxor’s investment 
philosophy is ensuring that the best-in-class 
managers are made available to its investors 
with a strong focus on transparency and risk 
management. One initiative that Lyxor has 
recently launched involves identifying early 
stage managers. Last August Paris-based 
Melanion Capital became the first such 
manager to join the MAP.

“Melanion has a unique investment 
philosophy that involves investing in equity 
dividend futures in Europe. The strategy is 
innovative and has the capability to deliver 
strong performance to clients,” says Philippe 
Ferreira, head of MAP Research & External 
Relations. 

Identifying further early stage managers 
will continue throughout 2014 and beyond 
but not every manager will necessarily 
join the MAP, the strategy may be offered 
through other vehicles. In addition, Ferreira 
says that identifying less liquid strategies for 
the platform will be an important initiative 
going forward: “We want to start identifying 
less liquid strategies in order to capture the 
illiquidity premium. Bank loans in Europe are 
not liquid enough. However, in the US the 
secondary markets for loans, infrastructure, 
real estate etc are more liquid and offer 
wider possibilities.”

Bringing early stage managers and less 
liquid strategies are two important trends for 
Lyxor as they reflect exactly what institutional 
investors are looking for. 

“Institutions are now the largest investors 
in hedge funds and as a result the profile 
of hedge funds has changed; it’s more 
about capital preservation and less about 
risk taking as we can see by the fact 
that leverage among managers has fallen 
since May 2013. We think 2014 could be a 
strong year in terms of AuM growth on the 
platform,” says Ferreira.

Managers have been reducing leverage 
since May 2013 when the first signals 
of tapering were announced by the Fed 
according to Ferreira who adds: “This 
led managers to reduce their gross 
exposures, which have fallen 15 to 20 per 
cent since that time. Long/short equity 
funds,  event-driven funds and global macro 
funds have reduced leverage to some 
degree  but they maintain a positive outlook 
for 2014.”

One interesting trend is that many 
managers have increased their exposure to 
Europe versus the US. They are betting on 
a recovery in Europe both in the equity and 
bond markets. 

“We note that global macro managers 
have net long positions on European 
equities and net short positions on US 
equities. The same for credit and fixed 
income: net long exposure to Europe, net 
short exposure to the US. This is a big 
theme that has been playing out in recent 
weeks,” says Ferreira. 

From a performance viewpoint, some 
of the better performing long/short equity 
managers are those running variable bias 
strategies; that is, less directionality to the 
markets and active short books.

“These managers were able to flexibly 
adjust their beta exposure in January and at 
the same time take advantage of the market 
rally in February. They were winning on both 
sides,” explains Ferreira. n

Philippe Ferreira, head of MAP 
Research & External Relations

lyxor asset  management
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JP Fund Administration
Best asian hedge fund administrator

JP Fund Administration is part of the JP 
Funds Group with offices located in the 
Cayman Islands, Switzerland, the United 
Kingdom and Singapore and representation 
in Australia. 

The Group describes itself as a 
boutique service provider offering fund 
establishment, middle office support and 
fund administration. The in-house legal 
team project manage fund establishment 
in cooperation with investment managers 
and external law firms to deliver the fund 
structure that the asset manager and key 
investors seek. Dominic Lawton-Smith, 
Director of JP Funds Group says, “For us 
it’s all about taking the time to understand 
an investment manager’s strategy, helping 
to guide the manager and other key people 
through the detail of their chosen fund 
structure and helping them to stay informed 
and in control of the process.”

The first point of contact is often JP 
Fund Services (UK and Switzerland) which 
handles the Group’s Sales and Marketing 
as well as offering hedging and a range of 
trade execution support with experienced 
multilingual staff. 

JP Fund Administration has staff in the 
Cayman Islands, Edinburgh and Singapore 
and it carries out fund administration 
activities including NAV calculation, 
fund accounting, audit preparation and 
shareholder services, cash and liquidity 
management, AML/KYC compliance, 
transfer services and investor reporting. 
Reflecting on 2013, Phil Griffiths, CEO of JP 
Fund Administration in Singapore says 2013 
would rank as a ‘seven out of ten’. “New 
managers were up by about 10 per cent but 
AUA was reasonably static due to some 
closures and redemptions. New managers 
are now beginning to grow their AUM so we 
are pleased that 2014 looks to be heading 
in the right direction with a strong near 

term pipeline from new fund launches,” 
says Griffiths. 

Part of the continued expansion is via Asia, 
which the Group views as a key strategic 
market. Establishing a footprint in Singapore 
was client-driven on the back of JPFA bringing 
on board more Asia-based investment 
managers, and as Griffiths explains: “The 
13-hour time difference from the Cayman 
Islands was not ideal and once we hit critical 
mass, combined with the strong appetite for 
our services and encouragement from other 
service providers, we established a physical 
presence in Singapore. Since our arrival our 
exposure to both Investment Managers and 
other fund service providers has helped our 
brand expand – we are keen to build further 
on that impact.”

Julian Stockley-Smith, Director, JP Funds 
Group, adds that Asia Pacific has significant 
growth potential and believes that near-
term results “will proportionately reward our 
commitment to the region. 

“In general we have found acceptance 
of Cayman structures which are part of 
the Group’s core offering, but it is also 
interesting that the demands for specific and 
multi-jurisdictional capability are markedly 
increasing. We aim to ensure that our 
capability is flexible enough to cover this 
from a fund establishment perspective as 
well as the other services we offer, including 
investment manager support and fund 
administration.”

Bringing a personal touch and being on 
the ground talking to clients, developing 
relationships are an integral part of the 
philosophy at JP Funds Group and part of 
its DNA. “We are constantly building on our 
experience and contacts. Each year we 
seem to attract more referrals and whilst 
we have what we believe is a good on-line 
presence, word of mouth is the best form of 
marketing,” says Griffiths. n

Phil Griffiths, CEO of JP Fund 
Administration in Singapore
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Northern Trust
Best european hedge fund administrator

Helping clients access the widening 
spectrum of European hedge fund 
opportunities has culminated in Northern 
Trust Hedge Fund Services being voted ‘Best 
European Hedge Fund Administrator’.

“This is an exciting time for Northern Trust 
Hedge Fund Services,” says Liam Butler, 
Head of Northern Trust Hedge Fund Services 
in EMEA. “Over the past twelve months we 
have built on our two decades of experience 
in Europe by greatly expanding our product 
depth, locations support and staff expertise.”

Key to these developments is its next 
generation platform which brings advanced 
middle-office capabilities in support of 
European clients. Advantages include:
• Scalability and efficient processing, 

providing best-in-class capabilities to 
support high frequency traders, multi-
strategy firms, and other fund types that 
need support for sophisticated assets and 
large volumes of data. 

• An exceptional level of transparency, 
providing managers with real-time 
transparency into trade, NAV, and investor 
processing lifecycles. 

• Single data set supporting all middle-
and-back-office processes, reducing 
operational risk that stems from multiple, 
intra-system reconciliations.

“Our integrated front-middle-back 
administration model empowers European 
hedge fund managers to meet the 
challenges of complex securities, volatile 
markets, investor demands and regulatory 
scrutiny,” comments Butler.

Service and relationship management 
support are offered from its European offices 
in London, Dublin, Limerick, Luxembourg, 
Guernsey and Stockholm complemented by 
its Americas and Asia-Pacific locations. Funds 
in all of the key hedge fund jurisdictions are 
supported, including Bermuda, BVI, Canada, 
Cayman, Guernsey, Ireland, Luxembourg, the 
United States and Asia Pacific.

As a business unit of Northern Trust, its 
clients have access to the firm’s full spectrum 
of support services such as depositary, 

custody, banking, foreign exchange, repo and 
regulatory reporting/solutions.

Northern Trust Hedge Fund Services has 
also been expanding its global client base, 
winning over 40 mandates in 2013. Published 
wins included Bridgewater, one of the world’s 
largest global hedge fund managers, to 
independently replicate certain middle-and 
back office services. Another success was the 
appointment by Alcova Asset Management 
to provide a full range of administrative and 
middle office outsourcing services to its 
quantitatively driven, equity market-neutral fund.

As a global hedge fund service provider, 
Northern Trust Hedge Fund Services has 
ensured its solutions and systems are at 
the forefront of regulatory challenges. “We 
understand that hedge fund managers in 
Europe face a number of challenges, many 
of which are rooted in the implementation 
of new regulations,” explains Butler. “We 
therefore have a strong focus on regulatory 
product enhancements.”

These include a suite of AIFMD services 
to help fund managers meet their obligations 
and capitalise on distribution opportunities 
offered by the pan-European marketing 
regime. Developments include a new 
depositary operating model functioning 
across multiple asset classes, investment 
strategies, custody arrangements and fund 
domiciles as well reporting solutions. Other 
developments support regulations such as 
FATCA, Form PF and the European Market 
Infrastructure Regulation. 

“We have also partnered with technology 
companies to introduce a robust, industry 
leading risk platform,” Butler adds.

At the heart of Northern Trust Hedge Fund 
Services is its client service ethos which aims 
to meet both day-to-day servicing requirements 
as well as longer-term strategic goals.

Butler concludes by saying: “We are 
delighted to be recognised as the Best 
European Hedge Fund Administrator 
by Hedgeweek’s readers. This award 
underscores our commitment to the 
European hedge fund industry.” n

Liam Butler, Head of Northern 
Trust Hedge Fund Services in 
EMEA

northern trust
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Opus Fund Services 
Best offshore hedge fund administrator

Multiple award-winning hedge fund 
administrator Opus Fund Services 
was established in Bermuda in 2006, 
subsequently expanding its footprint into 
the US with offices in Chicago (2008), San 
Francisco (2009), New York (2013) and most 
recently Portland, OR (2014). Opus serves 
over 150 fund managers and 250 funds with 
a combined AuM of USD 8.3bn.

With investors being increasingly forensic 
in how they assess fund managers, their 
respective administrators need to employ 
more sophisticated technology solutions to 
support middle and back-office operations. 
In that regard, Opus is no different. The 
ONE Dashboard provides clients with full 
transparency with a “you see what we 
see concept”. 

This, says Jorge Hendrickson, Director 
of Sales and Business Development who 
heads up the New York office, has helped 
Opus evolve in tandem with industry trends 
facilitating sophisticated fund reporting 
demands of its clients. 

“The ONE Dashboard allows our clients 
and their investors to pull down data, and 
at the same time, enables us to provide 
reporting to fit custom requirements. The way 
our portal technology has been engineered, 
allows us to be extremely flexible. As 
new asset classes and strategies emerge 
– for example, peer-to-peer lending, our 
technology allows us to adapt accordingly, 
as opposed to having a ‘one size fits all’ 
approach.”

To illustrate the quality of its technology 
environment, on 16th January 2014 Opus 
successfully completed its SSAE 16 
examination, conducted by a leading auditing 
firm, which yet again, found no exceptions of 
stated controls within the Opus environment. 

There are, says Hendrickson, four major 
components that contribute to the success 
at Opus: reputation, high quality technology, 

sensible pricing and day-to-day value 
added-services.

This can be illustrated by the ONE price 
model that Opus uses with clients. Unlike the 
traditional model of charging a minimum fee 
plus basis points, Opus seeks to understand 
the cost drivers of each fund it works with. 

“We provide pricing based on our 
determination of the work required to 
administrate and service the client effectively. 
Being sensitive to current and projected 
AUM, we work to find a cost point for the 
manager that makes sense, and reflects 
the simplicity or complexity of servicing the 
fund. We’re not reinventing the wheel. We’re 
just trying to fully understand our clients’ 
actual needs. 

“Clients see that we have a true 
understanding of where their business is 
today and how we will adapt our offering 
as they grow. This gives them comfort that 
we are a long-term partner. Our service 
is flexible and can quickly evolve as their 
needs change,” says Hendrickson.

This has paid dividends for the firm, with 
Hendrickson confirming that in particular 
New York and San Francisco, Opus 
continues to capture a healthy percentage 
of the new launch market, and established 
funds looking for a new partner. The recent 
opening of the Portland, OR office, primarily 
operations focused to ensure available 
resources and capacity, is a reflection of 
this growth.

On winning the Hedgeweek award this 
year, Hendrickson comments “We appreciate 
the recognition and are proud of what 
continues to be accomplished at Opus. Our 
primary focus is to understand and fulfil the 
needs of our clients, whilst building strong 
industry relationships. We recognise the 
fund administration landscape is constantly 
evolving, and are pleased with how we are 
strategically positioned.” n

Jorge Hendrickson, Director 
of Sales and Business 
Development, Opus, New York
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Concept Capital Markets LLC
Best north american prime Broker

“While new business momentum from start-
up funds remains strong for our firm, the 
noticeable difference in our growth over 
the past couple of years has been the 
increasing traction we’ve had with more 
seasoned portfolio managers. Because these 
managers had successfully managed money 
at established hedge funds before, they are 
launching their own firms with materially 
larger initial capital than we had seen in 
previous years,” observes Jack Seibald, 
managing member at Concept Capital 
Markets LLC, one of North America’s leading 
introducing brokers. 

This activity is partly a result of the 
dislocation at larger fund complexes. 
Certain platforms and hedge fund firms 
have downsized or ceased operating, 
leading to an outflow of talented hedge 
fund professionals keen to establish their 
own management companies. This wave of 
‘second generation’ managers is drawn to 
Concept Capital because of its differentiated 
prime brokerage offering that emphasises 
client support, aggregated portfolio and 
risk reporting solutions, and its ability to 
selectively provide turnkey office and IT 
solutions. 

“These managers are looking for a 
comprehensive set of solutions that will 
help them to get in business quickly and 
soundly, and for partners who can offer 
the type of operational environment they’ve 
become accustomed to. The services that 
have particularly helped us to win this new 
business are portfolio and risk reporting, 
which we’ve done a lot of work on in the 
last few years and have become an essential 
part of our offering, as well as office and 
IT support, which benefited from our recent 
move into new office space in New York”, 
explains Seibald.

This year the firm has been busily 
onboarding new funds. Among those 

are a couple of value-focused long/short 
equity strategies, a few private equity-
style strategies investing in public equities 
(constructive activism), a fixed income 
strategy, as well as a second fund from 
an existing client who specialises in the 
healthcare sector. The latter illustrates the 
benefit of establishing long-term relationships 
with new managers; as they grow their AuM 
significantly over two, three years, it’s one of 
the most rewarding aspects of the business. 

“The common theme among all of these 
new accounts is that their size is materially 
larger than the typical new client won in 
recent years. It’s also gratifying that several 
came to Concept from other brokers,” 
confirms Seibald. 

What is also encouraging to firms like 
Concept Capital is that more institutional 
investors are starting to allocate to smaller 
emerging managers, the very talent that 
Concept’s team supports.

For example, the USD153bn New York 
State Common Retirement Fund last August 
allocated USD170m to an advisor to go out 
and find emerging managers.

“That’s encouraging because emerging 
managers have certainly not to any large 
extent received allocations from state 
pension funds. We hope to benefit from that 
trend with the managers we work with,” 
says Seibald.

Seibald says: “We’re looking to hire 
several high quality operations people 
who work on account reconciliation and 
reporting, trade resolution issues, money 
transfer issues, etc, that’ll be beneficial to the 
firm’s clients.”

On winning this year’s Hedgeweek award, 
Seibald comments: “We’re thrilled to win the 
award as it validates what we’re seeing in 
our business, and we’re proud of our entire 
team who deserve it for their collective effort 
in servicing our clients..” n

Jack Seibald, managing 
member at Concept Capital 
Markets LLC

ConCept  Cap ital  markets

www.hedgeweek.com


Hedgeweek AwArds Special Report Apr 2014 www.hedgeweek.com | 25

Bnp par iBas

BNP Paribas
Best european prime Broker

infrastructure puts BNP Paribas in a strong 
position to adapt and evolve in this ever 
changing environment. 

Cross-margining is part of the bank’s 
Prime Risk service and enables clients to 
gain relief for listed versus OTC instruments. 
In essence, the solution is geared towards 
helping managers closely manage margin 
requirements; which truly adds value, 
especially as the OTC market moves towards 
electronic trading and clearing through 
central counterparties. 

“Risk management and the deployment of 
capital is something hedge fund managers 
may focus on closely. The benefit of cross-
margining is we can continue to manage 
risk appropriately whilst providing margin 
relief to clients and enable them to utilise 
capital more effectively. We believe this is a 
key differentiator based on client feedback,” 
says Pinnock.

Additionally, BNP Paribas believes the 
changing regulatory environment will create 
both challenges and opportunities, according 
to Pinnock: “We firmly believe the Prime 
platform can be utilised to help clients 
prepare and deal with the new world of 
regulation. This includes AIFMD, increased 
collateral requirements and more structured 
solutions to manage risk and is an area we 
are spending an increased amount of time.”

Looking forward to the rest of the year, 
2014 should present continued growth for 
BNP Paribas Prime Services, as they expand 
both their capabilities and staff. The market 
environment is evolving, and BNP Paribas 
hopes to make the most of the changes and 
grow market share. 

On winning the Hedgeweek award this 
year, Pinnock concludes: “We’re very pleased 
with the recognition our Prime Services 
platform has received, and thank Hedgeweek 
readers for electing us as the Best European 
Prime Broker. n

BNP Paribas established its global prime 
services division in 2003 and, in more 
recent years the firm has made a concerted 
effort to build out the business. In 2008, 
BNP Paribas acquired the prime brokerage 
business of Bank of America, establishing 
a US footprint and client base. In 2011, the 
firm embarked on a technology upgrade and 
invested in a new global prime brokerage 
platform with a view to increasing its 
business in Europe and Asia.

BNP Paribas now has 220 front office 
personnel spanning all three regions 
supporting a wide range of clients. BNP 
Paribas is a leading derivatives house with 
financing and cross margining being two of 
its core competencies. 

“Typically, the clients we have experienced 
most success with are those requiring 
innovative financing or complex cross 
margining such as convertible bond funds, 
volatility funds, multi-strategy funds and 
event-driven funds. We have a sophisticated 
cross-margining platform and a lot of what 
we do centres around this,” comments Matt 
Pinnock, Head of Prime Services, Europe 
and Asia. 

Both cash and synthetic prime brokerage 
services are provided to clients on the 
integrated platform including capital 
introduction, cross-margining, securities 
lending, risk management and cash 
management. With an A+ rated credit rating 
and strong balance sheet, BNP Paribas is 
proving to be a relevant counterpart for asset 
managers. 

“Rather than focus on just reducing costs, 
for us Prime Services remains a continuous 
growth story. We are still investing, still hiring, 
and that’s an encouraging position to be in 
given today’s environment,” says Pinnock.

This is aided by the fact that the platform 
is relatively new technology with limited 
legacy constraints. The scalable and flexible 

Matt Pinnock, Head of Prime 
Services, Europe and Asia

www.hedgeweek.com


Hedgeweek AwArds Special Report Apr 2014 www.hedgeweek.com | 26

IMQ Investment 
Management

Best seeding platform

Amsterdam-based hedge fund seeding firm 
IMQ is ready to embark on a new initiative 
as its current IMQubator fund begins to 
reach the end of its seven-year investment 
lifecycle; the fund will be liquidated in 
December 2015. 

That initiative is something Jeroen 
Tielman, CEO and founder of IMQ 
Investment Management, refers to as a 
“Hybrid relationship Platform” whose sole 
purpose will be to provide acceleration 
capital to small and medium sized hedge 
managers. 

It is being aimed at global asset allocators 
who are looking to not only increase their 
exposure to alternative investments but who 
want closer partnership-type relationships with 
the underlying managers. This is something 
that IMQ, with its successful track record in 
seeding managers, is able to achieve. 

This will help institutions overcome the 
disadvantages they face either by choosing 
to outsource to FoHFs or developing 
in-house capabilities by acquiring outside 
teams, which can lead to remuneration 
issues and conflicts of interest. 

“The plan is to provide acceleration 
capital to smaller managers, those with track 
records of two to three years and already 
have some AuM; less than EUR100m for 
example,” says Tielman. 

With this new platform, IMQ will position 
itself as the “developer and manager” of 
a portfolio of hedge fund strategies, in the 
form of managed accounts, and in doing 
so providing a strategic partner with the 
advantages of outsourcing and insourcing 
whilst eliminating the disadvantages. 

“We are currently in the process of looking 
for a long-term strategic partner with an 
entrepreneurial spirit,” says Tielman.

“They would be the owner of the 
platform. Our sweet spot for the platform 
is 10 to 15 managers. To start off with, 

the ideal scenario would be to have one 
strategic partner to allocate EUR1bn across 
10 managers, each receiving EUR100m of 
acceleration capital. 

“I think it will be an interesting additive 
to traditional asset managers to help 
expand their exposure and involvement into 
alternatives. The core difference to what we 
are doing versus a FoHF is that we establish 
a deeper, more aligned relationship between 
the investor and the manager. At IMQ we 
operate as a partner investor and that type 
of relationship is mutually beneficial.”

Aside from being easier for an investor to 
align their interests, the attraction of investing 
in smaller managers is that they represent 
a large and under explored universe where 
non-correlated strategies can be found.

“Some are excellent diversifiers. They 
might have limited capacity of EUR800-
900m but such managers would make an 
excellent addition to long-only portfolios,” 
says Tielman. 

Tielman identifies three potential 
categories of partner for the platform: large 
private equity firms, who are starting to 
expand their role into overall alternative 
solution providers; large commercial asset 
managers; and pension fund firms who 
would like to have a proprietary platform to 
invest in exciting emerging managers. 

Indeed, a Canadian pension fund did 
something similar when they established 
a platform more than a year ago to invest 
in emerging hedge funds, appointing an 
external adviser to run the platform for them 
– it is this kind of partnership that IMQ is 
aiming to establish with its hybrid platform.

On winning the award Tielman comments: 
“We are very grateful that we have received 
this award for the 4th year in a row and 
we deeply appreciate the support of the 
Hedgeweek readers while we are migrating 
into the next stage of development of IMQ.” n

Jeroen Tielman, CEO and 
founder of IMQ Investment 
Management

imQ inVestment  management
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In keeping with those findings, the top 
performers in each category throughout 
2013 are often from the US, however, in 
most cases, it is possible to find strong 
European managers; activists and short bias 
are the only subcategories in which the gap 
between Europe and the US is so profound 
that no clear European winners emerge, on 
a pure performance basis. 

Merger arbitrage, conversely, is well 
established in Europe, with a few continental 
players making their marks in a European 
industry of which London is still the vastly 
unchallenged centre. This makes sense 
if one considers a recent Hedgeweek 
article4, in which the following quote 
appeared: “In a lot of respects, shareholder 
activism can almost be thought of as the 
antithesis of merger arbitrage. In merger 
arbitrage, companies are doing well and 
different people compete to acquire them. 
Shareholder activism is the opposite where 
something needs to be done to improve 
shareholder confidence; the focus is on 
taking on companies that are not worthy 
of mergers5”. 

While one could debate over the merits 
of opposing Europe and the US – “it is the 
wrong approach” says an investor, who 
simply wants managers to be located in a 
financial centre, no matter where – looking 
at performance in the context of capital 
market developments over the year brings 
a useful perspective. And, in a year when 
equity markets rose dramatically throughout 
the developed world, the fact that European 
long only strategies fared relatively better 
than activist funds, or than those with a 
short bias, may only reflect market exposure 
rather than specialist skills, at a time when 
investors are paying for enhanced returns. 

The fact that some US managers with 
a short bias have had positive returns, 
while virtually none in Europe did in 2013 
still points to differences between the two 
regions, with the idea of shorting pertaining 
more to the American side of the Pond 
not being so farfetched after all. Few US 
activists did well in 2013 though, which 
illustrates the point according to which 
regional specificities do exist, however they 
are somewhat less relevant than first thought 
when put in the perspective of a dominant 
market theme. 

The mixed fortunes of CTAs relative to 
the previous track record for the strategy, 
in Europe as much as elsewhere, was also 
a feature of last year. In the face of such 
developments, hedge fund investors, who 
have complained about the poor returns 
of their allocations to alternatives, whether 
to CTAs on the basis of time series or to 
equity strategies relative to the return of 
indices, are bound to be confused: in a 
somewhat backward looking move, 50% 
of the respondents to a recent survey said 
they wanted to increase their exposure to 
equity strategies, while over 25% of the 
same sample was planning to decrease their 
exposures to CTAs in 20146. They would 
like to rely on current trends as if they were 
here to stay, to believe in an age of wisdom 
versus an age of foolishness; they are, by 
the own admittance of many, unable to work 
out whether this is the spring of hope or the 
winter of despair. 

The impact of regulation on industry 
forces
Dickens’ novel was taking place during 
“the year of Our Lord one thousand seven 
hundred and seventy-five”, and was about 
two European Cities one of which was on 
the verge of experiencing its big Revolution. 
If we consider that, at the level of today’s 
financial markets, the Global Financial Crisis 
was also some sort of a revolution, the full 

19 
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product improvement or some changes 
in terms of who the new players are 
once competition has allowed for a 
thorough selection process. European 
investors currently hesitating to access 
hedge funds on the grounds of the 
uncertainty surrounding the marketing 
rules under the AIFMD, is, on the contrary, 
a transition towards the establishment 
of a new dynamic in the way products 
are being distributed and bought. Supply 
and demand thus become more difficult 
to identify and to meet; the competitive 
landscape is also directly affected by 
the variety of obstacles in the way of 
incumbents depending on their location 
(“level playing field”). Additionally, the 
market for others within the industry – 
investors, service providers (including “cap 
intro” services) – is also being redefined. 

• Finally, Dr Black points out the fact that 
there is an instance where regulation has 
accompanied and responded to, rather 
than triggered, changes in the demand. He 
says: “Alternative assets in UCITS format 
were EUR40.9bn in 2008, 84.9 in 2009, 
125.3 in 2010 and EUR156.7bn at the end 
of Q3 201310, which addresses a demand 
for liquidity, particularly in Europe”. While 
we have discussed elsewhere possible 
reasons why European investors are 
more interested in liquidity than their US 
counterpart11, the point here is to highlight 

impact of which is yet to unfold, the new 
regulatory regime, then, is the world’s New 
Order, in Europe more than elsewhere, in the 
same way as the impulse for freedom and 
democracy that swept continental Europe 
at the end of the 18th century was quickly 
followed by the rule of unity and an attempt 
to create an Empire. 

With the stated objectives of bringing 
some discipline into financial markets – i.e. of 
addressing perceived, or real, market failures 
– of harmonising the European landscape 
and of protecting consumers of financial 
services – investors, in the case of hedge 
funds – the evolving European regulatory 
framework has already had some impact in 
terms of reshaping the hedge fund industry7: 
• Keith Black, PhD, CFA, CAIA8, managing 

director of curriculum and exams for the 
CAIA Association, says: “Regulation is a 
global trend. One of the consequences 
of it is that large funds are getting larger, 
because they stand better to comply 
with the rules, and they can prove that 
they can afford to spend resources on 
compliance. As of the third quarter of 
2013, HFR’s Global Hedge Fund Industry 
Report shows that 17.5% of hedge fund 
firms manage over USD1bn, which adds 
up to 89.9% of industry assets.  On the 
other side, the smallest 66.1% of hedge 
fund firms manage under USD250m, 
which combines to manage only 3.3% 
of industry assets9”. This is particularly 
relevant to certain types of investors, as 
Dr Black continues: “Pension fund and 
endowments are process oriented, and, 
as part of their due diligence, they need 
to show unambiguously that resources 
for compliance are there. This applies as 
a result of AIFMD and Dodd-Frank alike”. 
Somehow, one cannot help but think that 
regulatory developments have become 
an additional barrier to entry in a sector 
that used to pride itself for being more 
seamless and flexible, as a trade off for 
the fact that its products were, and still 
are to a vast extent, distributed to qualified 
investors. 

• The fact that market movements may no 
longer be obeying their previous logic 
is having an impact on asset allocation, 
however this may be a short term tactical 
adjustment – prior, perhaps, to some 
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• An investor, for whom the most important 
question in terms of location is whether 
the manager is located “at the centre of 
things”, said he was reluctant to look at 
managers who have decided to move 
elsewhere. In Europe, he would not look 
at funds “whose location is more focused 
on optimising tax and regulations rather 
than returns”. In his mind, this would 
exclude Switzerland, but include such 
countries as Norway, for instance, since 
there may, in certain cases, be a rationale 
for that presence (e.g. being close to the 
energy markets).

• It is interesting to compare and contrast 
that view with that fact that certain EU 
countries, France for instance, have 
been adapting the new AIFMD rules in a 
way which several investors have found 
“industry friendly”. While the uncertainty 
over marketing rules still remains, 
obtaining authorisation under the new 
rules has been easier than anticipated 
in some countries within the EU, while 
rules within countries outside the EU (for 
instance Switzerland) have also become 
more stringent with a view, partly, to 
limit cross border arbitrage. Malta and 
the Netherlands have also been active 
to ensure their markets stay firmly on 
the European map, however in the latter 

a specificity of the European market, and 
one that seems to be part of the long 
term market redefinition.

From the above, it is easy to infer a major 
underlying feature of our industry, which, 
as a result of its complexity, has had to 
organise itself in silos: “regulation” has all 
too often been confused with “compliance”. 
This may, to some extent, be justified in a 
stable regulatory environment; however, at 
times of “revolutions”, which is also when 
the industry structure is being reshuffled, 
repositioned and rethought, it becomes 
necessary to have a more strategic approach 
to try and understand what the market may 
look like in the future, and where the new 
opportunities might be, as the result of 
environmental factors (including regulation) 
that play a part in triggering the required 
changes. This is a matter of costs as well 
as opportunities, and of informing one’s 
decisions to adapt businesses by way of 
anticipation and careful planning. 

Finally, no matter how strong the strength 
or harmonisation may be, Europe, unlike 
the US, is still relatively fragmented when 
it comes to hedge funds. While London 
has been, and remains, the centre of the 
European hedge fund market, regulation is, 
again, an opportunity, as well as a constraint, 
when it comes to individual states:  39
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Liquid Holdings
Best risk management software provider

New York-based Liquid Holdings offers 
a significant real-time risk management 
solution to the hedge fund community. 
Its cloud-based Liquid platform integrates 
portfolio and risk analytics by leveraging the 
firm’s heritage in bringing next generation 
technology expertise to the hedge fund 
community.

The days of providing end of day risk 
reports are fast disappearing. Institutional 
investors will no longer accept that an 
intra-day market dislocation may create a 
significant downside event. They are looking 
for risk exposure to be run alongside 
portfolio management and that pre-trade 
compliance controls are giving front-
office teams the ability to predict potential 
dislocations. 

“Hedge fund managers now require 
advanced predictive analysis and the ability 
to respond in an ad hoc fashion. Before, risk 
was defined using more static parameters. 
Now, the model is one of integrated assets, 
liabilities, liquidity and risk management in 
a real-time environment. Risk is evolving 
dramatically and consequently the systems 
have to evolve,” says Robert O’Boyle, Liquid’s 
Executive Vice President and Director of 
Sales & Marketing. 

The Liquid platform uses a large high-
scale low latency database that allows vast 
amounts of information to be imported and 
interrogated for decision making purposes by 
portfolio managers, Chief Risk Officers, etc.

“The Liquid platform gives them an 
holistic view of their firm’s true risk, 
performance, and P&L. Continuous real-time 
risk monitoring provides a much stronger 
infrastructure for hedge funds to manage 
risk from an investment management 
perspective, as well as providing the risk 
controls and safeguards to protect the fund 
from downside events. Their investors want 
and require this level of continuous risk 
monitoring,” says O’Boyle.

“There are many risk systems that provide 
VaR, stress testing, volatility management. 
Where we differ is that we are a born-in-the-
cloud technology company. With a single, 
multi-tenet database we are able to take 
real-time trade execution data from any 
system and use that across all aspects of 
risk analysis and reporting that a hedge fund 
manager requires,” adds O’Boyle.

Previously, having large-scale 
sophisticated risk systems was the preserve 
of the largest hedge fund managers. But 
Liquid Holdings is changing the game with 
its platform. 

“We’ve built out a fund management 
platform that could become the risk officer 
for a hedge fund. If I’m a portfolio manager, 
to effectively manage risk I need to see 
those numbers updating side by side with 
the positions I’m putting on and managing in 
the fund. You can press a button and get an 
accurate view of the fund’s risk performance 
at a moment’s notice; not at T+1,” explains 
Branden Jones, Global Head of Marketing. 

“This is achieved not only through 
market-tested analytics, but a robust data 
management infrastructure that ensures 
precise pricing and valuations in the portfolio 
on a daily basis.”

Having real-time risk analytics enhances 
the investment manager’s ability to protect 
wealth and grow performance in their fund. 
But this is no longer a future ideal. 

“Such capabilities now exist on our 
platform. Managers don’t realise they can get 
this level of cost-effective risk management 
today,” adds O’Boyle, who, on winning this 
year’s award, concludes: “We are excited 
to win the global Hedgeweek award for 
best risk management firm at such an early 
stage of our company. It is a testament to 
our market-tested technology and at the 
same time tremendously gratifying to see 
our offering recognised for excellence by 
our peers.” n

Robert O’Boyle, Liquid’s 
Executive Vice President and 
Director of Sales & Marketing
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Advent Software
Best fund accounting & reporting services firm

Advent Software has recently launched a 
new online community to bring the power 
of collaboration directly to hedge fund 
managers. Advent Direct Community is part 
of the Advent Direct initiative being rolled 
out by the firm, a cloud platform that allows 
clients to tailor and consolidate workflows 
from front to back. 

“We’ve always had online resources 
for clients. This used to be called Advent 
Connection where users would log in and 
access product resources, learning manuals, 
attend classes, download software etc,” 
comments Roger Woolman, senior solutions 
consultant at Advent.

“Now we have Advent Direct Community. 
It’s part of the move towards social, mobile 
and cloud technology which we as a firm are 
now engaged in.”

In many respects this can be thought 
of as a Facebook-style tool for both clients 
and Advent staff to avail of. Users can start 
discussion threads, follow discussion threads 
as well as view new ideas and articles that 
others in the community have shared. 

“It not only allows clients to collaborate 
and communicate with their peers 
but also allows Advent to monitor the 
exchange of ideas between clients on 
product enhancement and development,” 
says Woolman.

Under the “This Week in the Community” 
section of the community page, users can 
view the number of discussions, articles, 
answers and ideas that have been generated 
over that week. 

More specifically, users can configure 
topics and discussions that are most relevant 
to them: a compliance officer will have 
different requirements to a front office trader. 

The most popular or “trending” global 
discussions can easily be viewed at the 
bottom of the community page. 

“As a firm we want to communicate 
with industry participants but if they are 
communicating with each other via our 
community it’ll allow us to see if different 
clients agree or not on certain topics,” says 
Woolman. For example, this could be an 
Annex IV reporting discussion under AIFMD. 

“Is there consensus among managers on 
what they need to do? We’ll be able to see 
that. We have tools within the system that 
allow us to take a conversation – perhaps 
an idea that’s been generated – between 
clients for further investigation. We have 
something called Idea Exchange that allows 
future roadmaps to be built and prioritised,” 
says Woolman.

Within the community, users can post 
questions. Once they are satisfied with the 
answer they’ve received they can click on 
“Set as Answer” within the page, which the 
rest of the community can then benefit from. 

The more “kudos” an idea gets the more 
momentum it builds within the community, 
which could then be identified by the Advent 
team for further investigation and research 
– a great way for Advent to understand 
their clients and how to improve on product 
solutions within the Advent Direct cloud.

“I could browse one of the forums and 
put something into discussion or respond to 
a client’s discussion thread or idea. Advent 
Direct Community brings us much closer to 
our clients. It’s ultimately about knowledge 
sharing and illustrates how we are able 
to keep our product solutions up-to-date,” 
adds Woolman.

On winning the Hedgeweek award, 
Woolman comments: “Our continued 
enhancements to the depth and breadth 
of our solutions for the alternative market 
are a demonstration of Advent’s ongoing 
commitment to the industry. We are very 
proud to receive this award.” n

Roger Woolman, senior 
solutions consultant at Advent
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SunGard Hedge360
Best managed accounts technology platform

SunGard’s cloud-based Hedge360 bridges 
the gap between front-, middle- and back-
office operations and supports the full 
investment lifecycle for alternative investment 
fund managers. 

The platform presents managers with a 
bigger picture. Rather than using specific 
SunGard products such as Front Arena, 
VPM, APT, etc, Hedge360 amalgamates 
everything under one roof.

“When a hedge fund manager starts 
a hedge fund, they need a Portfolio 
Management System (PMS) that is able to 
provide real-time P&L and desk level risk. 
PMS will enable the hedge fund managers to 
start trading and build a track record for their 
investments,” explains Dae Kim, Global Head 
of Hedge360. 

“After a year, if performance has been 
good they may attract institutional investors 
who ask the manager to run parallel with 
their fund administrator. Traditionally, the 
hedge fund manager will need to find a 
fund accounting software. With Hedge360, 
SunGard’s VPM is already integrated and 
we are able to load the necessary data from 
Front Arena and have the platform running 
for the hedge fund managers with very 
little involvement. We already know their 
strategy, instruments they trade and have the 
historical information. 

“For Hedge360 we have a simple mantra – 
‘make it easy’.”

 “Being able to support smaller managers 
by providing the right level of technology 
sophistication and help them to be more 
credible to institutional investors helped drive 
business growth in 2013. By integrating all 
of SunGard’s product offerings, normalising 
a lot of the functionality and standardising 
what we think the market requires to 
successfully run a hedge fund we were able 
to bring the price point down,” says Kim. 

As SunGard owns the software, 
integrations and the data centres the client’s 

technology footprint is almost zero. All 
they need is a browser to access different 
products on the platform. 

Last year, SunGard enhanced Hedge360 
by creating a client investor portal. 
Increasingly, hedge fund managers need to 
generate reports for investors at the click 
of a button, particularly if they are running 
managed account mandates. 

As Kim explains, products like Front Arena 
and VPM are built for specific audiences; 
in this case traders, portfolio managers and 
fund accountants. What was missing was 
the ability to address the needs of hedge 
fund CIOs who need a view of the entire 
organisation. Not to mention investors 
requiring clear insights into managed 
account (or fund) performance and fund 
marketers being able to provide a real 
time snapshot of the fund at investor pitch 
presentations.

“The web portal sits on top of all the 
applications. This allows us to grab data 
from any product on Hedge360 and design 
interactive dashboards – heatmaps, graphs 
– which are HTML5 enabled and can be 
opened in iPads and other mobile devices. 
It gives CIOs, investors and fund marketers 
an end-of-day snapshot of the fund,” says 
Kim, adding that the big drive for 2014 will be 
managed services.

“This year we are pushing managed 
services with Hedge360 so as to handle 
not only the technology requirements 
of managers but also their day-to-day 
operational requirements – trade processing, 
security master set-up, end-of-day 
reconciliations – and be an extension of their 
operations team.”

On winning the award this year, Kim 
says: “Hedge360 only launched in February 
2012 so to win an industry award from 
Hedgeweek is a big deal for us. It shows we 
are doing the right things and addressing the 
needs of the market.” n

Dae Kim, Global Head of 
Hedge360
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xetra –  deutsChe  BÖrse  Cash market

Xetra – Deutsche Börse 
Cash Market

Best european trading Venue 

Deutsche Börse Cash Market provides 
listing, trading and clearing services to 
issuers, intermediaries and investors. In 
addition, it provides efficient access to the 
capital markets, supports the latest trading 
techniques and provides an ever-growing 
range of tradable securities such as stocks, 
exchange traded funds, bonds, warrants and 
certificates. Xetra, one of the leading market 
places for securities in Europe, is run by 
Deutsche Börse Cash Market.

Approximately 240 European banks and 
brokerage firms admitted to the Frankfurt 
Stock Exchange and about 200 participants 
from partner exchanges from a total of 18 
countries including the United Arab Emirates 
and Hong Kong are connected to Xetra, 
making it a truly European market place. 
More than 1,100,000 securities are currently 
traded using Xetra technology, more than on 
any other trading platform.

With its integrated clearing facility provided 
by Eurex Clearing, it is also one of the 
most advanced trading platforms in terms 
of counterparty risk management. The Xetra 
trading system sets the highest standards 
in terms of reliability, security, speed and 
innovation. 

Looking at trade volumes for 2013, 
EUR1.16trn was turned over in the Deutsche 
Börse Cash Markets. In February 2014 book 
turnover on Xetra stood at EUR93.4bn, of 
which equities accounted for EUR82.4bn. 

During the last month several new ETFs 
have been launched in the XTF segment on 
Xetra, which currently compromises a total 
of 1,014 exchange-listed index funds, making 
it the largest offering of all European stock 
exchanges.

In October 2013 for example the Lyxor 
UCITS ETF Japan (TOPIX) – Daily Hedged-
EUR has been tradable in the XTF segment 
on Xetra. This new ETF enables investors 
to participate in the performance of all 

Japanese equities that are admitted to official 
trading in the prime segment on the Tokyo 
Stock Exchange. A daily currency hedging 
strategy also hedges the ETF against 
exchange rate fluctuations between the euro 
and the Japanese yen. The TOPIX price 
index is weighted by market capitalisation 
and currently comprises over 1,600 Japanese 
stock corporations.

In January 2014 the db X-trackers Harvest 
CSI300 Index UCITS ETF (DR) was issued 
by Deutsche Asset & Wealth Management 
together with Harvest Gold Investments. This 
ETF enables European investors to participate 
for the first time in the performance of the 
Chinese CSI300 Index via physical replication 
and because of the Hong Kong-based Harvest 
Global Investments’ RQFII authorisation, the 
ETF can invest directly in A-class equities.

Another ETF has been tradable in the XTF 
segment since January: the PIMCO Covered 
Bond Source UCITIS ETF. This ETF enables 
investors to participate in the performance of 
globally issued covered bonds via an actively 
managed ETF.

In March 2014 the iShares EURO STOXX 50 
ex-Financials UCITS ETF has been tradable in 
Deutsche Börse’s XTF segment. This ETF is 
the first ETF to be issued with an international 
security structure, which is intended to 
further increase the efficiency of cross-border 
transactions and the provision of liquidity by 
international trading participants.

The selection of ETFs in the XTF segment, 
together with an average monthly trading 
volume of EUR10bn, makes Xetra Europe’s 
leading trading venue for ETFs.

“We are very happy to win this year’s 
Hedgeweek award for best European trading 
venue. The ongoing development of our 
infrastructure serves to reinforce our leading 
international role and competitiveness,” says 
Dr Martin Reck, Cash Market Managing 
Director at Deutsche Börse. n

Dr Martin Reck, Cash 
Market Managing Director at 
Deutsche Börse
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Anchin, Block & 
Anchin LLP 

Best north american accounting firm

What is perhaps different to today’s start-up 
manager as compared to five years ago is 
the need to launch with greater amounts of 
capital. Moreover, they are doing so with a 
greater awareness of the need to adopt best 
practices from day one to stand a chance of 
attracting institutional dollars.

This trend plays to the strengths of firms 
like Anchin Block & Anchin. 

“Many managers who don’t have to 
register with the SEC from the outset 
(provided they have less than USD150m of 
gross assets) are adopting a best practice 
approach and essentially running their 
business as if they were already under 
SEC scrutiny,” says Jeffrey Rosenthal, CPA, 
Partner-in-Charge of Anchin’s Financial 
Services Group.

With a staff of more than 350 and 
numerous specialised industry and service 
teams, Anchin is a full-service accounting, 
tax and advisory firm. 

The Financial Services Group launched 
more than 35 years ago and includes 
ten partners and more than 50 dedicated 
professionals. It works with over 350 hedge 
funds, mutual funds, private equity funds, 
funds-of-funds, master-feeder funds, broker/
dealers and family offices. Financial Services 
is Anchin’s largest industry practice. 

Managers who have strong internal 
policies and procedures in place are more 
likely to catch and keep the attention of 
investors. And as Rosenthal comments, one 
of the consequences of this is that Anchin 
continues to attract smaller managers who 
understand the benefits of hiring good 
service professionals.

“Most of these guys know how to trade 
but that’s really it. They’ve never dealt with 
compliance, with employees and a lot have 
never even dealt with investors. We are 
good partners for start-ups. We help them 

understand all the processes they need to 
undertake and ultimately decide whether 
they want to still go ahead and launch a 
hedge fund. It’s a matter of us making sure 
they are well informed. 

“We may say to a potential start-up 
manager that now may not be the optimal 
time to launch. That it may be better for 
them to trade on their own, develop a track 
record and then think about establishing a 
fund. The compliance burden becomes even 
more onerous once they have to register 
with the SEC. They need to be prepared for 
that,” says Rosenthal. 

Under the gaze of global regulators it is 
vital that managers establish a clear audit 
trail and document completely the way their 
hedge fund operates. If the SEC or FCA were 
to come knocking on their door, managers 
have to be able to evidence why certain 
questions were answered in a certain way in 
their regulatory filings. 

“It really is so important to document 
everything. What are your policies and 
procedures? How are they documented? If you 
are trading illiquid securities how exactly are 
they being valued? Is it a consistent process? 
Are you complying with custody rules? 

“Such things tend to be overlooked by 
new managers. If they launch with USD1bn 
they can create an optimal infrastructure. 
They have nothing to worry about. But if a 
manager is launching with USD100m they 
don’t have that luxury,” says Rosenthal. 

Satisfaction at Anchin comes from helping 
fund managers get the best out of their 
business and succeed over the long-term.

Anchin have now won the Hedgeweek 
award for the fourth year in succession. 
Comments Rosenthal: “We appreciate the 
recognition from our clients and friends in 
the industry. Our commitment and dedication 
truly pays off.” n

Jeffrey Rosenthal, CPA, 
Partner-in-Charge of Anchin’s 
Financial Services Group
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Cord ium

Cordium
Best european regulatory advisory firm

The last few months have been a flurry of 
activity for Cordium. In December 2013 it 
acquired Sigma Partnership, a London-based 
compliance and accounting firm. This was 
followed by the acquisition of HedgeStart 
in January 2014, a multi-service provider to 
the hedge fund industry. Then last month 
Cordium acquired Zodiac Advisory Services, 
a Malta-based provider of compliance, risk, 
accounting and governance services. 

“We’ve integrated the former HedgeStart 
compliance team into Cordium’s existing 
compliance team and added the former 
HedgeStart services to our offering. We now 
have the ability to offer guidance and help 
for clients who need tax – both personal 
and corporate – accounting, payroll and 
compliance services all under one roof,” 
comments Stephen Burke, Managing Director 
at Cordium EMEA. 

Burke comments that implementing 
compliance software solutions is a key 
initiative for 2014, particularly in light of 
the fact that European managers need to 
become fully AIFMD-compliant by 22nd 
July 2014.

“We anticipate launching an AIFM 
software compliance program during the 
summer. This will combine our state-of-the-
art technology with our up to the minute 
compliance intellectual property to help 
AIFMs manage their obligations under the 
directive. Increasingly, Cordium solutions 
will be delivered by their consultants via our 
software platform” explains Burke.

The AIFMD has certainly been a massive 
area of regulatory advisory work for Cordium, 
which, through its offices in London, Hong 
Kong, Malta and three locations across the 
US, is perfectly placed to support hedge 
fund managers running both EU and non-
EU funds. 

Cordium has, over the last two years or 
more, developed an effective AIFMD solution 

for clients that breaks the directive down into 
constituent parts.

“We try to define the solution that the 
industry is going to need and then create the 
documentation and support for that solution 
so that when a client comes to see us we 
can talk to them about how to get from 
A to B not only with a roadmap but with 
everything they’ll need along the way. A fully 
provisioned journey as it were.” 

Different members of the Cordium 
team take responsibility for tracking each 
part of the Directive, understanding what 
needs to be done and then developing the 
documentation support (collateral) that clients 
need to demonstrate compliance when they 
commence their AIFM registration process 
with the FCA. 

“This remains a significant part of what 
we are doing. Not only have we been 
developing AIFMD collateral but also holding 
regular events to help our clients plan and 
prioritise,” confirms Burke, adding: 

“Another area in which we’ve provided 
significant help is in risk management. We 
have a team of portfolio risk management 
specialists who are delivering risk management 
services on a daily basis for our Mirabella 
clients. This puts us in a good position to help 
people look at their own risk management 
requirements.” Mirabella Financial Services is 
Cordium’s hosted regulatory platform. 

“We can fill the gaps in documentation 
and that helps to serve a dual purpose: 
firstly, it helps pass the AIFMD inspection 
from the FCA and secondly it puts the 
manager in a better place with respect to 
investor due diligence.”

On winning this year’s award, Burke adds: 
“It is always gratifying to receive this sort 
of external accolade. To know that clients 
continue to trust us to guide them through 
this challenging regulatory landscape is the 
best reward that we can ask for.” n

Stephen Burke, Managing 
Director at Cordium EMEA
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DMS Offshore 
Investment Services

Best offshore regulatory advisory firm

DMS Offshore Investment Services (‘DMS’) 
was established in the Cayman Islands by 
Don Seymour in 2000. Over the past 14 years 
it has grown into one of the industry’s leading 
fund governance firms with over 200 people. 
“It’s been a 14-year overnight success,” says 
Seymour with tongue firmly in cheek.

Prior to establishing DMS, Seymour was 
the chief regulator of hedge funds at the 
Cayman Islands Monetary Authority (CIMA). 
It was there that Seymour noticed that many 
fund directors didn’t view themselves as 
being in the risk management business. 

“The mission of DMS was to realise the 
fact that directors are indeed in the risk 
management business and that they needed 
an effective framework to manage risk. That 
led me to establishing the professional firm 
model for fund governance that is DMS 
today,” says Seymour. 

One of the main features that sets DMS 
apart from its competitors is that back in 
2004 the firm decided to adopt the four 
pillars of investor protection and fund 
governance standards used by the SEC. 

“We integrated those standards into our 
governance practices and they form a core 
part of the DMS philosophy,” says Seymour.

What is unique about DMS is the way it 
synthesises people with technology. Their 
approach is not merely to attend board of 
director meetings for the funds they sit on. 
Rather, it is a continuous process of checks 
and balances. 

“Every director at DMS is assisted by 
a team of hedge fund professionals, all 
wrapped around sophisticated proprietary 
technology and we really think that amplifies 
our approach to fund governance. Each 
governance transaction is reviewed three 
times; firstly by the associate, then the 
associate director and finally by the directors 
themselves. This enables us to be highly 

accurate and also very fast. As a service 
provider you need to move at the speed of 
the market.”

From a technology perspective, DMS is 
able to bring much needed transparency to 
investors via its DMS Independent Director 
Reports and DMS Fund Governance 
Transparency Reports, which investors can 
access on demand.

“Transparency is the new normal and 
reporting on this is essential today for 
investors. These reports have become 
invaluable tools to investors who use them 
to get insights into the fund governance 
process in a way that is observable and 
measurable,” comments Seymour. 

One of the big focuses for the firm is 
ongoing regulation, in particular AIFMD 
and FATCA, for which DMS has developed 
solutions. 

“We have established an AIFM in Dublin, 
which will offer passporting capabilities 
and allow managers to continue to market 
their funds effectively throughout Europe. 
European investors appreciate it because 
they want to continue investing in the 
best managers but at the same time they 
want managers to comply with these new 
European regulatory standards. 

“In addition, we have created a FATCA 
platform which is overseen by a team of 
seven professionals; we have attorneys, US 
tax professionals, CPAs and it is their job 
to act as FATCA Responsible Officers on 
our funds and ensure that compliance with 
FATCA is upheld.”

On winning the award, Seymour says: “We 
are humbled to have won this award. It caps 
off a great year for us as a firm. Our client 
funds assets have grown from USD214bn 
to USD330bn and it is a testament to the 
wonderful work of the DMS team and the 
strong commitment of our stakeholders.” n

Don Seymour, founder, DMS
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peregr ine  CommuniCat ions

Peregrine 
Communications

Best european public relations firm

It’s been a barnstorming last few months 
for London-headquartered Peregrine 
Communications with some strong client wins 
including Acadian Asset Management, Wells 
Fargo Asset Management, Mirae Asset Global 
Investments and Rogge Global Partners.

2014 is set to be another stellar year as 
the firm seeks to cements its reputation in 
the US through the establishment of a New 
York office. 

 “We are the only integrated marketing 
and communications firm globally that is 
focused purely on asset management and 
we now have our team located in both 
London and New York. Media relations 
veteran Peter Roche has been appointed 
Executive Director for our New York 
business and Account Director Max Hilton 
will move to New York. We aim to have 
five people on the ground this year. We are 
also in negotiations to appoint a high-profile 
chairman,” confirms Anthony Payne, Founder 
and Group CEO of Peregrine.

What separates Peregrine apart from its 
competitors is a move towards providing 
marketing solutions to clients as opposed to 
run-of-the-mill PR services.

The second big push this year has been 
the further development of Peregrine’s content 
distribution strategy, says Payne: “We are the 
only firm with an integrated approach and 
processes with the appropriate team make 
up and skill sets to implement messaging/
content, design and branding as well as 
digital and traditional media relations.”

“We look at every form of digital 
communication, for example, email – how 
does a manager communicate with their 
clients? – plus the design and development 
of websites and social media platforms.

“This is a positive direction for Peregrine. 
We are producing more in the way of leads 
and real information for our clients because 
we are using analytics from Mailchimp, 

Google, LinkedIn, Twitter, HedgePo and 
Facebook. By having an effective fully-
integrated communications strategy we are 
able to amplify clients’ content reaching 
a wider targeted external audience and 
give them granular information on how the 
strategy is working.”

Critical to the success of this integrated 
strategy is having the right people. Ermanno 
Mattio, Head of Research and Messaging, 
brings the technical knowledge and 
specialisation which means Peregrine can 
help clients develop high quality content that 
strongly communicates their investment story, 
their ‘edge’, Alan Pitchforth, Head of Creative 
who brings a strong design component to 
the brand strategy; factor in Daniel Jason’s 
work developing the best ways in which to 
integrate the brand message across different 
social media platforms and one gets a sense 
of how Peregrine is pushing the boundaries.

“Many hedge fund managers fail at the 
first step. They have not even optimised 
their mailing software to give immediate 
feedback as to who is reading their content, 
and where else it has gone” says Payne, 
adding: “Our objective is to ensure we have 
as much measurement as possible, using 
as much technology as possible, to create a 
controlled profile for our clients and clearly 
communicate their differentiated capabilities 
through thought leadership. If you’re trying to 
create a brand in the hedge fund industry, it 
has to be done through thought leadership.”

On winning the award, Payne comments: 
“Being selected by Hedgeweek’s readers 
as the best European PR firm for the fourth 
year running is a great endorsement for us. 
However, we aren’t resting on our laurels. 
With our effective content management 
strategy, and with an office in New York we 
are now an even more powerful marketing 
solution for our clients and are excited by 
what we will be able to achieve this year.” n

Anthony Payne, Founder and 
Group CEO of Peregrine
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Agecroft Partners LLC
Best third-party marketing firm

Agecroft Partners specialises in consulting 
and third-party marketing for hedge funds. 
Its objective: to raise assets globally for 
institutional quality hedge fund managers by 
utilising a consultative approach within the 
institutional investor community.

The firm was founded by Don 
Steinbrugge, who has 28 years of experience 
in the institutional investment management 
industry. The six senior professionals 
at the firm pride themselves on having 
strong investment and industry knowledge 
giving them significant credibility with large 
institutional investors. The partners average 
over 16 years of industry experience and 
a majority of their partners have previously 
worked for multi-billion dollar alternative 
investment firms.

Agecroft is highly selective of the firms 
it represents. As a result it utilises an 
institutional quality due diligence process in 
manager selection. This begins by leveraging 
its industry-leading reputation to attract high 
calibre managers requiring marketing support. 
The firm’s approach to selecting managers 
from a universe of thousands involves a four-
stage process, namely: direct contact from 
hedge fund managers; hedge fund referrals 
from institutional hedge fund investors and 
service providers; industry research, and 
finally screening hedge fund databases.

The principal aim of Agecroft, following 
the screening process, is to raise assets 
for its managers on either a global basis or 
their coverage can be tailored to enhance 
a hedge fund’s existing marketing strategy 
where they will focus on a particular 
geographic region or investor market 
segment. Senior partners typically are in 
touch with over a thousand investors a 
month and conducts direct meetings with 
fifty to a hundred.

The fact that its screening process is 
so rigorous has helped foster Agecroft’s 
reputation and enabled it to stand out from 
the competition and also enhances the 
credibility of the managers it represents – 
investors know that only very high quality 
funds are represented. “Our research 
process involves screening 2,000 managers 
each year,” Steinbrugge tells Hedgeweek. 
“Usually we add one or two new managers 
a year.”

Each hedge fund client receives tailor-
made marketing to help its business 
grow effectively. “We try to be more 
than just your typical hedge fund sales 
organisation,” explains Steinbrugge. “With 
our managers we’re continuously providing 
feedback to portfolio managers following 
any meetings with potential investors 
and identifying follow-up plans for each 
prospect. For investors we use a consultative 
approach where we not only keep them 
updated on the managers we represent, 
but also share our industry knowledge to 
help them manage their portfolios more 
effectively.”  

Steinbrugge says that most net inflows 
into alternatives over the last two years 
have come from large pension funds 
“and we expect them to continue to be 
large investors. However, we also expect 
endowments, large family offices and FoFs 
to significantly increase their allocations in 
2014 as well. This should benefit small and 
mid-sized hedge funds.”

On winning the Hedgeweek award, 
Steinbrugge comments: “We’re always 
focused on making sure we have a very 
strong brand. Obviously we’re very honoured 
to have won this award and what we’re most 
proud of is that most of your readers are 
based in Europe.” n

Don Steinbrugge, founder, 
Agecroft Partners LLC
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country the push has come from the industry rather 
than from “market friendly” regulators. 

Whether regulation fosters or impedes wisdom is a 
very broad debate. What is certain though is that no 
good regulation can be made without some level of 
knowledge, understanding and vision; likewise, the 
regulated community needs those very same qualities, 
be it to overthrow empires or to participate in a 
collaborative system in which they engage in a process 
from which they seek to gain collectively. 

Education, education, education
When asked about the specificities of the European 
market, the first thing Dr Black mentions is the fact that 
the EU FoF industry has halved since 2008, whereas the 
US one has remained more stable in comparison. As a 
Swiss investor puts it: “the fact that European investors 
‘got burnt’ more than US ones may be one explanation 
to this, however there are various responses: one is a 
move away from hedge funds by certain investors who 
choose to reallocate their assets elsewhere, to Private 
Equity for instance; another one is simply to improve 
their skill set in order to be able to select their hedge 
fund investments more carefully.” Indeed, many European 
investors at FoHFs, or in charge of selecting hedge funds 
for clients from within private banks, are saying that their 
businesses are slowly becoming endangered. 
• Some of those providing dedicated services to 

medium size endowments, sovereign wealth funds 
or pension funds are reinventing themselves 
as “educators”: in some cases, they can win a 
temporary mandate on the explicit condition that 
they assist their client in building the in-house 
experience and knowledge base they will need to 
“do it themselves” in a few years’ time. While this 
does not arise with the same frequency in markets 
where pension funds traditionally viewed hedge 
funds negatively (and still retain some reluctance 
with respect to the asset class – e.g. Germany) other 
countries (for instance the Netherlands) have become 
particularly proactive in the space. Among other 
initiatives, let us mention the creation of an institute 
dedicated to pension funds’ education on alternatives 
in Amsterdam12.

• The fact that many private bankers are receiving more 
and more sophisticated questions from their clients, 
and are getting better educated to respond to the 
demand is also a case in point. This, in addition to the 
fact that many private banks are now recruiting former 
investment bankers, contributes to the demands for, 
and the relevance of, education and related service 
providers. Indeed, Switzerland is the biggest market 
for CAIA in continental Europe, a traditional country for 
private bankers and FoFs13. 

The fact that the FoFs industry is undergoing 
consolidation is also a strategic response to the impact 
of the new environment. It is our belief that unless these 
strategic partnerships are carefully thought of and built 
with long term industry trends in mind, they will only 
constitute opportunistic and temporary fixes which will 
not survive, or benefit investors in a meaningful way. 

At a time when the European hedge fund industry is 
undergoing major changes, which come from multiple 
sources and have happened in a sequential way that 
has so far seemed endless, parameters are being 
redefined. Perhaps in that context, wisdom would consist 
in embracing our diversity and proactively acknowledging 
that, while there is no certainty, continuing to learn and 
to adapt in order to create value is the best course of 
action. Long term performance depends on this. n

Marianne Scordel founded Bougeville Consulting to 
assist alternative fund managers with their business 
strategies. This includes providing assistance to hedge 
fund managers in finding cost effective solutions to 
compulsory changes (e.g. those pertaining to the 
regulatory environment) and in enhancing commercial 
opportunities – adapting products, structures, or the 
marketing thereof. Prior to this, she worked for Nomura 
and for Barclays Capital. She is a co-chair of the Legal 
Issues Special Interest Group at CFA UK and an Alumna 
of St Antony’s College, Oxford.

Footnotes:
1. See hedgeweek article http://www.hedgeweek.com/2013/06/23/186344/

are-us-hedge-funds-more-attractive-tale-two-markets.
2. End of the opening sentence to Dickens’ A Tale of Two Cities.
3. http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-

more-attractive-tale-two-markets.
4. http://www.hedgeweek.com/2014/01/22/196184/event-driven-strategies-

help-boost-hedge-fund-assets-record-levels.
5. Quote attributed to Kenneth Heinz, President of Hedge Fund Research 

at a press briefing in London.
6. See hedgeweek article http://www.hedgeweek.com/2013/12/05/194165/

conundrum-investing-emerging-managers.
7. This is a reference to “The Five Competitive Forces That Shape 

Strategy”, by Michael E. Porter, Harvard Business Review, January 
2008. According to M. E. Porter, the five forces that shape strategy 
are: threat of entry, power of suppliers, power of buyers, threat 
of substitutes, and rivalry among existing competitors. http://hbr.
org/2008/01/the-five-competitive-forces-that-shape-strategy/ Regulation 
is not considered a force in itself, however it will have an impact on 
one, or several, of the five forces.

8. www.caia.org.
9. These numbers are in keeping with the investor survey we published 

last year: http://www.hedgeweek.com/2013/12/05/194165/conundrum-
investing-emerging-managers.

10. Dr Black is quoting data from the same source as previously: HFR’s 
Global Hedge Fund Industry Report.

11. http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-
more-attractive-tale-two-markets.

12. http://www.instituutpensioeneducatie.nl/.
13. https://www.caia.org/about/emea.

29 

www.hedgeweek.com
http://hbr.org/2008/01/the-five-competitive-forces-that-shape-strategy/
http://hbr.org/2008/01/the-five-competitive-forces-that-shape-strategy/
http://www.hedgeweek.com/2013/06/23/186344/
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.hedgeweek.com/2014/01/22/196184/event-driven-strategies-help-boost-hedge-fund-assets-record-levels
http://www.hedgeweek.com/2014/01/22/196184/event-driven-strategies-help-boost-hedge-fund-assets-record-levels
http://www.hedgeweek.com/2014/01/22/196184/event-driven-strategies-help-boost-hedge-fund-assets-record-levels
http://www.hedgeweek.com/2013/12/05/194165/
http://www.caia.org
http://www.hedgeweek.com/2013/12/05/194165/conundrum-investing-emerging-managers
http://www.hedgeweek.com/2013/12/05/194165/conundrum-investing-emerging-managers
http://www.hedgeweek.com/2013/12/05/194165/conundrum-investing-emerging-managers
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.hedgeweek.com/2013/06/23/186344/are-us-hedge-funds-more-attractive-tale-two-markets
http://www.instituutpensioeneducatie.nl/
https://www.caia.org/about/emea

