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ReSultS

The Hedgeweek USA Awards 2011 for excellence among 
hedge fund managers and service providers have 
honoured the US industry’s best performers and their 
ability to demonstrate consistency and depth of expertise 
against the backdrop of a more complex, but also 
potentially more rewarding, investment climate.

The awards, presented at a lunch at New York’s 
Gansevoort Hotel on June 16, were decided by the votes 
of Hedgeweek’s nearly 20,000 US-based subscribers, 
who include institutional and high net worth investors 
as well as managers and other industry professionals 
at firms including fund administrators, prime brokers, 
custodians and advisers.

The inaugural Hedgeweek USA Awards celebrate the 
industry’s recovery from its difficulties in 2008 and early 
2009. As the awards ceremony’s keynote speaker, Sadis 
& Goldberg partner Ron S. Geffner, noted, performance 
has recovered and capital inflows have helped assets 
under management to regain and even surpass the 
record levels seen three years ago.

The industry’s rebound over the past two years also 
reflects the ability of managers and service providers 
to handle the burdens of a more intrusive regulatory 
environment and to accommodate new investor 
requirements in areas such as transparency and liquidity.

The winners of the Hedgeweek USA Awards 2011 are:
l Best Offshore Hedge Fund Administrator: Admiral 

Administration
l Best Convertible Arbitrage Fund Manager: 

Wolverine Asset Management
l Best Market Neutral Fund Manager: Midway Group
l Best risk Management Software: SunGard APT
l Best Credit Fund Manager: Third Eye Capital 

Management
l Best Fund Accounting and reporting Systems: 

Tradar

l Best Long/Short equity Fund Manager: Coghill 
Capital Management

l Best relative Value Fund Manager: Venus Capital 
Management

l Best distressed Securities Fund Manager: Citi 
Capital Advisors

l Best Managed Futures (CTA) Fund Manager: 
Becker Asset Management

l Best Multi-Strategy Fund Manager: Phalanx Capital 
Management

l Best Absolute return Fund Manager: NuWave 
Investment Management

l Best global Macro Fund Manager: MKP Capital 
Management

l Best event driven Fund Manager: FrontFour Capital 
Group

l Best diversified Fund of Hedge Funds Manager: 
Dorchester Capital Advisors

l Best Specialist Fund of Hedge Funds Manager: 
Lyrical Partners

l Best Hedge Fund Administrator: JP Morgan Hedge 
Fund Services

l Best Prime Broker: Pershing
l Best Third Party Marketing Firm: Agecroft Partners
l Best Managed Account Platform Technology: Eze 

Castle Integration
l Best Accounting Firm: Rothstein Kass
l Best regulatory Advisory Firm: Kinetic Partners
l Best Public relations Firm: Walek & Associates
l Best Law Firm: Sadis & Goldberg
l Best Offshore Law Firm: Maples and Calder

These awards are given by GFM Ltd and do not certify any statutory 
compliance in any jurisdiction nor offer any assurance about the future 
performance of any company, product or service. The awards are based on the 
votes of Hedgeweek readers according to a range of their own criteria including 
product design and innovation, skills and experience, and quality of client 
service. Past investment performance is no guarantee of future results.

The winners
USA AWARDS 2011
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changed permanently, especially with regard 
to regulation of hedge fund firms. That was 
underlined on June 22 when the Securities 
and Exchange Commission unveiled its long-
awaited rules to implement the provisions 
of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act as they apply to 
hedge fund and other private fund advisers, 
many of which will now become subject to 
registration with and regulation by the SEC, or 
state regulators in the case of smaller firms.

Among other things, the announcement 
confirmed earlier SEC guidance that the 
compliance deadline for firms obliged to 
register for the first time under the 1940 
Investment Advisers Act as well as ‘exempt 

The hedge fund sector in the United States, 
its cradle and still by a long way its biggest 
and most important centre, has emerged 
successfully from the crisis that beset the 
global financial industry between 2007 and 
2009. As Global Fund Media publisher Sunil 
Gopalan commented at the Hedgeweek 
USA Awards 2011 in New York on June 16: 
“These awards celebrate the way in which 
hedge fund investment advisers and service 
providers have led the US industry out of the 
crisis through their expertise, innovation and 
adaptability.”

Nevertheless, the environment in which 
fund managers (or investment advisers), 
investors and service providers operate has 

Regulation drive 
underlines changing 
face of US hedge 

fund industry
By Simon Gray
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AdmiRAl  Admin iStRAt ion

Admiral 
Administration

Best offshore Hedge Fund Administrator

Ben Pershick, head of business 
and product development, 
Admiral Administration

Admiral Administration is one of the world’s 
leading hedge fund administrators. Headed 
by Canover Watson in the Cayman Islands, 
the firm also has offices in Ireland and 
the US, from where a combined staff of 
more than 110 professionals, including 60 
qualified accountants, provides independent 
administration support.

Since Admiral was launched in 1996 
the number of hedge funds it administers 
has grown steadily to more than 200 funds 
representing some USD20bn in total net 
assets. Within the hedge fund space, 
approximately 90 per cent of Admiral’s hedge 
fund clients are based in the US, with the 
remaining 10 per cent based in Europe.

The firm uses best-of-breed technology to 
provide its clients not only with high-quality 
fund reporting, asset valuation and investor 
management services but also customised 
solutions. In a period of major regulatory 
overhaul in both the US and Europe, 
hedge fund managers are beginning to 
recognise the importance of having a robust 
operational infrastructure.

As a result, the demand for services 
offered by Admiral – daily NAV calculations, 
price and position verification and web 
reporting – is rising. Ben Pershick, head of 
business and product development, says 
Admiral is well positioned to help its clients 
comply with the Dodd-Frank Wall Street 
Reform and Consumer Protection Act

“We have great data warehousing 
technology that allows us to track the data 
needed for reporting,” he says. “We also 
have integration with risk providers should 
our clients decide to contract a risk provider 
to generate the information needed for 
filings or even just day-to-day portfolio risk 
management.”

Various platforms are available to 
Admiral clients, all of which are supported 
24/7 by its dedicated team to foster long-
term partnerships. Advent Geneva is a 
portfolio accounting platform and Paladyne 
offers middle office support, while Advent 
Partner and Web Reporting handle investor 
management and fund reporting respectively.

“Because we have a great technology 
platform and low monthly minimums, we 
have been a very attractive choice for 
emerging managers,” says Pershick, pointing 
to Admiral’s success in winning new 
mandates over the past year.

“Emerging managers generally don’t have 
a technology infrastructure in place and are 
looking to rely on an administrator for many 
middle office functions. We have secured 
several emerging manager mandates over 
the past 12 months.”

In what is fast becoming a competitive 
space as the number of fund administrators 
grows, Admiral is looking to stay ahead of 
the curve by continuing to invest heavily 
in technology. “We are focused on rolling 
out a transparency portal so that our 
clients can retrieve all investor and portfolio 
information in both data and report formats,” 
Pershick says.

He adds that everyone at Admiral is 
very proud of winning the Hedgeweek USA 
Award 2011 for Best Offshore Hedge Fund 
Administrator. “Our Cayman office is our 
flagship operation, housing 75 per cent of 
our global staff,” Pershick says. “To win an 
award such as this, we need the perfect 
combination of the right people, the right 
technology and the right offering price. 
To be recognised as the best offshore 
administrator validates our strategy and 
expenditure.” n
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FRontFouR CAp itAl

FrontFour Capital 
Best event-driven manager

Winner of this year’s Hedgeweek USA Award 
for Best Event-Driven Manager is Stamford, 
Connecticut-based investment adviser 
FrontFour Capital Group. Co-founders David 
A. Lorber and Zachary R. George alongside 
partner Stephen E. Loukas co-manage 
the firm’s flagship fund, FrontFour Capital 
Partners LP.

The firm employs a fundamental value-
oriented approach combined with intensive 
research to execute its portfolio strategy, 
seeking out market opportunities created 
by events or specific catalysts. Event-driven 
opportunities are sought across the capital 
structure in both credit and equity, including 
bankruptcies, asset sales and refinancings as 
well as equity-driven mergers and acquisitions, 
spin-offs, stock buy-backs and turnarounds.

FrontFour’s investment process aims to 
identify the best value across the capital 
structure in order to deliver superior risk-
adjusted returns to investors. By carefully 
developing a repeatable investment 
process, the firm’s trading strategies are 
able to exploit market events in multiple 
environments. Media, Canadian real estate, 
cable and packaging were four of the fund 
portfolio’s larger weightings as of April 2011.

The firm hedges out risk through 
establishing long put positions on the market 
while trading short put positions around 
volatility. The firm also reduces its net 
exposure through short positions based on 
industry exposure and single name alpha-
driving shorts.

According to Lorber, the first six months 
of 2010 were focussed on distressed debt, 
rotating across to equity opportunities in the 
second half of the year as the corporate 
event cycle began. “With management 
teams having spent the previous few years 
restructuring operations and solidifying capital 
structures, corporations renewed their focus 
on offensive strategic action,” he says. “We 
see this continuing in 2011. With continued 
accommodative debt capital markets, we 
expect an active deal environment.”

Lorber adds that the most notable 
curveball last year was the European 
sovereign debt crisis between May and 
August. Protecting investor capital during this 
volatile period was a challenge, amid fears of 
a US double dip recession that led to a sell-
off of risky assets.

Says Loukas: “We managed the portfolio 
risk during this volatile period through trading 
around core positions, reducing exposure, 
managing our hedge overlay and stressing 
our underlying investment thesis of individual 
positions. As macro fears subsided, the 
FrontFour portfolio was in a position 
of strength.”

One key event that FrontFour traded 
concerned Six Flags Entertainment Corp, 
which emerged from Chapter 11 bankruptcy 
protection last May with a noticeably 
deleveraged balance sheet. “We owned 
the ‘holding company’ bonds, which were 
converted to equity through a rights offering 
that helped fund Six Flags’ exit from 
bankruptcy,” Loukas adds. “In 2010 we were 
up more than 50 per cent in the trade.”

What really helped FrontFour stand out 
from the competition last year was its 
ability to trade successfully around core 
positions while maintaining a robust hedge 
overlay strategy. This dynamic hedging 
enabled the portfolio to generate returns 
with low correlation to overall markets, 
capturing event alpha with minimised 
downside risk.

As George points out: “The principals 
have served on many public company 
boards. This experience gives us a unique 
perspective on the pace and impact of 
corporate action and the conflicts of interest 
that can exist between stakeholders, 
management and directors.”

On winning the award, Lorber adds: “It 
is a great complement to be recognised by 
our peers and the hedge fund investment 
community. We look forward to continuing to 
perform for our partners and grow FrontFour 
in 2011 and beyond.” n

David Lorber, co-founder, 
FrontFour Capital
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reporting advisers’ would be pushed back 
from July 21 this year to March 30, 2012, a 
decision that reflects long delays in drafting 
and agreeing the detailed rules and the 
resulting conundrum facing firms that were 
uncertain whether or not they would be 
caught up in the regulatory net.

The extension of regulatory and reporting 
obligations most notably involves the closing 
of a loophole in the 1940 legislation that 
enabled advisers to qualify for an exemption 
for firms with fewer than 15 clients by 
arguing that their clients were funds rather 
than their underlying investors. But many 
large hedge fund firms are already registered 
with the SEC anyway following an earlier, 
abortive attempt by the regulator to change 
the rules in the mid-2000s.

The changing regulatory landscape is not 
the only way in which the environment for 
hedge fund and other alternative investment 
firms has changed as a result of the crisis. 
Arguably just as important – although 
largely pushing in the same direction – is 
an increase in client expectations in areas 
such as transparency and often liquidity, 
accompanied by more intense initial due 
diligence and ongoing scrutiny that frequently 
extends to key service providers and 
technological capabilities.

These developments, along with a gradual 
shift in the relative weight of firms’ assets 
under management from high net worth 
individuals to institutional investors that 
was already evident before the onset of the 
crisis, have pushed hedge fund firms toward 
greater ‘institutionalisation’, pushing up costs 
and seemingly giving an advantage toward 
the biggest firms, usually measured as those 
with more than USD5bn in assets under 
management.

These large managers are also those 
probably best placed to accommodate 
demands for investment through managed 
accounts and other single-investor 
structures, which over the past three years 
has become much more popular among 
pension schemes, family offices and other 
large allocators to hedge funds. That said, 
the growth of managed account platforms 
and other alternatives to commingled 
fund vehicles, as well as advances in 
administration IT systems and software, have 
helped to ease the cost implications for both 

managers and investors, leaving the barriers 
to managed account investment rather lower 
than they were three or four years ago.

There are other reasons, however, to 
question whether the future inevitably belongs 
to the biggest hedge fund firms. Paradoxically, 
some industry analysts suggest that the very 
process of institutionalisation is throwing into 
sharper relief the performance advantage 
frequently attributed to smaller, more nimble 
managers over those running many billions 
of assets – especially as a rebound in capital 
flows into the industry raises anew the issue 
of overcrowding that reduces the gains to be 
made from previously highly profitable trades 
or investment niches.

The past few weeks have seen the 
spotlight turned on Paulson & Co, once 
an unfashionable smaller player that was 
transformed by its hugely successful bets 
against the sub-prime mortgage market. 
Today, critics point to Paulson’s loss of at 
least USD574m on controversial Chinese 
timber company Sino-Forest as evidence 
that now that his firm manages more than 
USD37bn, founder John Paulson is struggling 
to repeat the extremely profitable trades 
that made his name. Not least, such large 
volumes of capital make it harder to make 
investments without moving their price and 
to sell positions quickly if they turn sour.

The volatile fortunes of Paulson & Co – 
which, it should be noted, recovered from a 
significant drawdown in the first half of 2010 
to deliver another stellar performance for 
the year – are one reflection of the turbulent 
conditions experienced by the hedge fund 
sector as a whole over the four years since 
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Elliot Brown (left), global 
product executive for 
hedge fund services at 
JP Morgan Worldwide 
Securities Services, receives 
the award for Best Hedge 
Fund Administrator from 
Hedgeweek sales manager 
Malcolm Dunn
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Both start-ups and established entities benefit from Rothstein Kass’ highly specialized teams 

that have deep-seated experience in the alternative asset industry. Our task is to not only provide 

audit and tax services, but to act as a sounding board on issues impacting your business. 

Rothstein Kass provides audit, tax and consulting services for hedge funds, fund of funds, private 

equity funds, broker-dealers and registered investment advisors. We’ve served the financial 

services industry for over 30 years and have been consistently ranked as a top accounting 

services provider for hedge funds, which is a reflection of our technical acumen and our 

commitment to client service. Our affiliate, Rothstein Kass Business Advisory ServicesSM, helps 

clients to resolve issues, optimize opportunities, and identify and realize their strategic vision. 

Don’t take chances when it comes to the audit, tax and advisory services for your funds. To 

learn more about how we can help you, visit us at rkco.com.
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RotHSte in  KASS

Rothstein Kass
Best Accounting Firm

to the strength of our Financial Services 
Advisory practice, which advises clients 
on matters including business strategy, 
new product development, infrastructure, 
operational, technology and risk 
assessments, and project management.”

Increased demand for its services from 
firms working hard to understand the 
provisions and overall implications of the 
Dodd-Frank Act and other legislation has 
created some resource challenges at the 
firm, but Altman says: “Our reputation has 
also allowed us to make strategic additions 
to our professional staff to enhance the 
scope and quality of services we offer.”

One of the key factors behind Rothstein 
Kass’s success is the culture of collaboration 
it encourages among its employees. Not 
only does this create continuity between 
the account teams and stable long-term 
relationships with its clients, it also provides 
an in-depth understanding of the business 
issues they face.

It’s this nuanced appreciation that perhaps 
sets Rothstein Kass apart from its peers. “By 
helping our clients keep pace with industry 
innovation and regulatory developments, 
we enable them to focus greater energy 
on the business of managing their funds,” 
Altman says.

In addition, Rothstein Kass often takes the 
initiative in thought leadership by regularly 
engaging in research, producing industry 
white papers and hosting events to promote 
ongoing dialogue between the firm’s 
employees and the alternative investment 
community. Says Altman: “From Rothstein 
Kass University to our alumni programme, we 
encourage activities that foster knowledge 
while deepening relationship networks.”

On winning the Hedgeweek USA Award 
for Best Accounting Firm, he adds: “It is 
tremendously gratifying to be selected 
for this award. It is truly an honour to be 
selected as the top accounting service 
provider from among so many distinguished 
competitors.” n

New York-based Rothstein Kass started 
life more than 50 years ago as a boutique 
accounting firm and has since gone on to 
become ranked as one of the alternative 
industry’s top CPA firms. As well as tax, 
auditing and accountancy services, the 
firm’s Financial Services Group supports 
clients across all stages of organisational 
development.

The Financial Services Group provides 
clear consistent communication to clients 
ranging from hedge funds and funds of 
funds to private equity and venture capital 
funds, and prides itself on the quality and 
entrepreneurial spirit of its employees.

Since taking on its first hedge fund clients 
25 years ago, Rothstein Kass has grown 
with them, helping the firm to develop a 
unique understanding of the challenges, 
both operational and reputational, that 
managers face.

The firm has always believed in the hedge 
fund community’s ability to adapt and evolve 
in the face of economic adversity and was 
not surprised by fund managers’ optimism 
about the industry’s long-term prospects, 
even at the height of the financial crisis. This 
would appear to be vindicated now that the 
industry’s assets under management have 
set a new record of more than USD2trn.

“We currently represent in excess of 2,000 
hedge funds, including offshore, domestic 
and funds of funds,” says Howard Altman, 
co-chief executive and principal-in-charge of 
the Financial Services Group at Rothstein 
Kass. “Our clients are predominantly based 
in the US, with a concentration of UK funds 
with US operations.”

Unsurprisingly, the regulatory overhaul and 
ongoing institutionalisation of the hedge fund 
industry has supported growth in the firm’s 
core tax and audit services as hedge funds 
develop operational best practices to satisfy 
the due diligence demands of institutional 
investors.

Says Altman: “Our reputation within the 
sector has enabled us to add strategically 

Howard Altman, co-chief 
executive and principal-in-
charge, Financial Services 
Group, Rothstein Kass
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the crisis began to take shape in the first 
half of 2007.

As Ron S. Geffner, a partner and head 
of financial services at law firm Sadis & 
Goldberg, noted in his keynote address at the 
Hedgeweek USA Awards, over the intervening 
period hedge fund assets plummeted by 
almost a third as a resulting of negative 
performance averaging around 20 per cent 
across the industry in 2008, coupled with 
withdrawals of capital by investors spooked 
by the falling value of their investments or 
simply in need of liquidity themselves.

The wave of redemptions compounded 
hedge fund firms’ existing difficulties by 
forcing the sale of investments at a time 
when the liquidity of many assets classes 
had receded, resulting in widespread resort 
to investment restrictions such as gates, 
side-pockets and suspensions. These in 
turn prompted other investors to seek to 
withdraw capital lest they find their fund 
allocations saddled with the most illiquid and 
unattractive assets remaining in the portfolio.

At the time some analysts viewed these 
developments as an Armageddon scenario 
that would lead to the collapse of much if 
not most of the sector – especially after the 
uncovering in December 2008 of Bernard 
Madoff’s supposed USD65bn investment 
management business as a gigantic 
Ponzi scheme.

But as Geffner observes, that proved a 
nadir from which hedge fund firms have 
climbed back over the past two years by 
providing renewed evidence of their ability to 
deliver consistent, uncorrelated returns, and 
especially to protect capital during periods 
when the performance of mainstream asset 
classes has been mediocre at best. For 
instance, Hedge Fund Research’s HFRI Fund 
Weighted Composite Index fell by 1.28 per 
cent in May, but this compared with declines 
of 1.35 per cent for the S&P 500 index, 1.88 
per cent for the Dow Jones Industrial Average 
and 1.33 per cent for the Nasdaq Composite.

Renewal of faith in traditional hedge 
fund virtues has brought investors back to 
the sector as quickly as they left, with HFR 
reporting that aggregate hedge fund assets 
set a new record of more than USD2trn at the 
end of the first quarter (other surveys put the 
total assets under management figure lower, 
and in some cases substantially higher, but 

all other them confirm the overall trend).
While firms that were not affected by 

problems with illiquid assets often found 
themselves in the unfortunate position of 
being treated as ATMs by investors at the 
height of the crisis, in many cases the fact 
that they treated clients correctly and did not 
resort to redemption restrictions has served 
them well as capital started to flow the other 
way. A number of managers confirm that 
many of the same investors who redeemed 
all or part of their investments in 2008 or 
2009 have subsequently come back with 
fresh allocations.

According to TrimTabs Investment 
Research and industry data firm 
BarclayHedge, hedge funds attracted 
USD17.5bn in April, the fourth straight month 
of net inflows. HFR reports that 298 hedge 
funds were launched in the first three months 
of 2011, the largest quarterly figure since 2007, 
and while attrition is also high – a total of 684 
funds were liquidated over the 12 months to 
the end of March – the net increase of 195 in 
the total number of funds over that period is 
also the highest since 2007.

These numbers bear out a survey carried 
out earlier this year by professional services 
firm Rothstein Kass, which currently serves 
more than 2,000 offshore and US single-
manager hedge funds and funds of hedge 
funds. The firm’s resulting report on industry 
trends, entitled 2011 Hedge Fund Outlook: 
Brighter Days Ahead?, says that more than 75 
per cent of the hedge fund managers polled 
believed that this year would see more fund 
launches than 2010, while more than 60 per 
cent expected fewer fund closures.

7 
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Third Eye Capital Management 
co-founder and managing 
director Arif Bhalwani (left) 
receives the award for Best 
Credit Fund Manager from 
Hedgeweek sales manager 
Simon Broch
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SAd iS  &  GoldBeRG

Sadis & Goldberg
Best law Firm

Sadis & Goldberg is one of New York’s 
leading law firms and its financial services 
practice enjoys an international reputation. 
The Financial Services Group is made up of 
a team of seasoned legal professionals who 
routinely handle a diverse range of enquiries 
across the investment universe, providing 
legal counsel to several hundred investment 
advisers, broker-dealers and commodity pool 
operators that sponsor, manage and advise 
hedge funds, private equity and venture 
capital funds and separately managed 
accounts.

“We represent more than 600 hedge and 
private equity funds and have been advising 
the alternative investment community for 
over 15 years,” says partner and head of 
financial services Ron S. Geffner. “Our 
team’s extensive experience in representing 
the financial community provides us with 
significant economies of scale and the 
background to respond to most legal issues 
in a timely and cost-effective manner.

“We regularly provide legal assistance to 
both domestic and offshore investment funds, 
including fund formation and the restructuring 
of existing funds. Over the past 12 months, 
our team has been actively involved in the 
creation of more than 50 new funds.”

Sadis & Goldberg’s clients include 
equity long/short, global macro, emerging 
market, risk and convertible arbitrage, 
high-yield bond, country-specific (such as 
Japan) and sector-specific (for example 
biotechnology) funds, funds of funds and 
multi-manager funds.

The firm provides a full range of 
legal services both domestically and 
internationally. In addition to the Financial 
Services Group’s work, Sadis & Goldberg 
regularly handles securities, commercial 
and employment litigation and arbitration 
for all types of clients, as well as investor 
due diligence. Everything from structuring 
and formation analysis to asset verification 
and portfolio review is handled by the firm’s 

lawyers, always with attention to the cost 
and time sensitivities of any given issue.

This past year also saw the addition of 
several attorneys to Sadis & Goldberg’s 
Regulatory and Compliance Group in a 
strategic expansion stemming from recent 
regulatory failures within the financial services 
industry, the passage of the Dodd-Frank Wall 
Street Reform and Consumer Protection Act, 
and subsequent regulatory inquiries.

The group’s thorough understanding of 
the regulatory environment has proved vital 
in the increasingly competitive and more 
closely scrutinised financial services industry. 
In addition to providing regulatory and 
compliance advice to its clients operating 
within the financial services industry, it also 
advises such clients on tax, ERISA and real 
estate issues.

Throughout 2010, the firm has been 
actively focused on regulatory issues, 
litigation, fund formation and reorganisation. 
According to Geffner, the hedge fund 
community’s biggest concern has been lack 
of clarity on the part of the US government.

The Securities and Exchange Commission 
has been opaque and has not provided 
guidance with sufficient advance notice, he 
adds. For example, as of June 3 the SEC 
had yet to provide clarity on whether there 
would be an extension for the registration 
requirements imposed on certain investment 
advisers under Dodd Frank.

What sets Sadis & Goldberg apart from 
the competition? “Our firm is cutting edge,” 
Geffner says. “We are creative, responsive 
and available. We see ourselves as business 
partners practicing law. We provide practical 
legal advice and business judgment to 
assist our clients in making better business 
decisions.”

On winning the award, Geffner adds: “The 
Hedgeweek USA Award for Best Law Firm 
ranks amongst the top global awards, and 
we are honoured to be recognised by our 
industry peers in this category.” n

Ron S. Geffner, partner and 
head of financial services, 
Sadis & Goldberg
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tH iRd  eye  CAp itAl

Third Eye Capital
Best Credit Fund manager

Toronto-based Third Eye Capital originates 
and manages privately-negotiated secured 
loans to predominantly Canadian small- 
to mid-cap companies. The firm was 
established in 2005 by Arif N. Bhalwani and 
Dr. David G. Alexander, who together have 
more than 50 years’ private market investing 
experience.

By operating outside the traditional capital 
markets, Third Eye has established a solid 
reputation in the private lending space, 
delivering absolute returns to its investors 
with low volatility and low correlation to 
both debt and equity markets. The firm’s 
investment philosophy is based upon 
disciplined credit selection, extensive 
collateral monitoring and active portfolio 
management.

Third Eye provides direct loans to 
Canadian companies that tend to be 
perceived as risky because of their size or 
development stage. “The key theme in all 
our investments is that they require a type 
of analytical framework and due diligence 
intensity that banks aren’t necessarily well 
equipped to handle,” Bhalwani says. “Our 
returns are essentially coming from exploiting 
this inefficiency in analysis.”

The firm was founded with a CAD300m 
mandate from one of Canada’s largest 
pension funds. In 2008, the firm launched a 
credit hedge fund on the back of investor 
demand. It is for another fund using a 
similar strategy, the Insight Fund launched 
in May 2010, that Third Eye won this year’s 
Hedgeweek USA Award for Best Credit 
Fund Manager.

“In any given year, our goal is to fund 
between 10 and 20 different transactions,” 
Bhalwani says. “Anywhere from 400 to 
700 transactions are analysed before we 
settle on the companies to whom we 
expose capital.” 

The firm focuses on companies where 
capital needs range from USD1m to 

USD30m, with the sweet spot between 
USD10m and USD15m.

“Our due diligence is very hands-on and 
rigorous,” he adds. “The structuring process 
takes about 40 to 60 days to complete from 
the moment we source the deal to the 
day we fund it. We then typically hold that 
exposure from one to three years.”

The major difference between Third 
Eye and other hedge funds is that it isn’t 
looking for trading opportunities, but rather 
investment opportunities. Having an all-
weather strategy has allowed the firm to 
avoid having a single loss in the portfolio 
since 2005.

“Trading is a zero-sum game,” Bhalwani 
says. “We’re not traders, we’re investors. 
We directly negotiate loan terms with 
companies, so when we’re dealing with our 
counterparties we need it to be a win-win 
situation. I think of return on investment, 
while David thinks of return of investment.”

The biggest challenge last year, he says, 
was the borrowers themselves. There was 
a degree of tentativeness on the part of 
companies about taking on additional capital 
expenditure due to uncertainty over demand 
and improvements in capacity utilisation. 
Third Eye hoped to double its loans in 2010, 
but they remained at a similar level to the 
previous two years, but like yields they are 
still elevated compared with historical levels.

“We think sentiment is going to shift, and 
we’re beginning to see that at the margin 
already,” Bhalwani says. In total the firm 
manages assets of approximately USD150m, 
and it hopes to triple this to around 
USD500m by the end of next year.

Of winning the award, Bhalwani adds: 
“We’re very grateful for the award as it 
comes from the recognition of our peers. 
Without our exceptional team and the 
support of our investors, we wouldn’t have 
been able to perform as we have. That has 
allowed us to prosper.” n

Arif Bhalwani, co-founder and 
managing director, Third Eye 
Capital Management
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quality operational practices, from succession 
planning to reporting, are now benefiting 
from increasing allocations from pension and 
defined benefits plans seeking to overcome 
their own funding shortfalls deepened by the 
crisis,” he says.

“The institutionalisation of the hedge 
fund industry is likely to accelerate in 
coming years. Though regulatory initiatives 
have played a role, the push for greater 
communication and transparency is still 
predominantly a market-driven phenomenon. 
The fiduciary responsibilities of institutional 
advisors continue to inspire enhancements 
to due diligence processes, as investors now 
more commonly look beyond performance 
at a range of considerations, including 
succession planning and operational and 
reporting practices.”

“Enhancements in these areas have 
helped to restore investor confidence, and 
the regulatory focus is likely to persist. When 
we commissioned our first industry survey in 
2007, less than 10 per cent of respondents 
expected significantly more industry 
regulation. As an ever-increasing portion of 
‘Main Street’ has gained access to alternative 
products through their pension plans, 
regulatory scrutiny has logically intensified.”

But the world has changed since 2007, 
when the SEC was still smarting from the 
collapse of its previous attempt to regulate 
the hedge fund sector. In December 2004 
the regulator had introduced a new rule 
that would require investment advisers to 
count individual investors rather than funds 
in calculating their number of clients for the 
purposes of determining whether or not 

The survey, conducted among 313 
managers of which 70 per cent managed 
less than USD500m in assets, found that 
although around one-third of respondents 
believed 2011 would be a difficult year for 
the hedge fund sector, the proportion was 
down from nearly 70 per cent who expected 
a tough 2010. More than 60 per cent of the 
managers polled expected hedge fund firms 
to be able to attract staff from other parts of 
the financial industry as they grew, while a 
similar proportion expected new launches 
to be more dependent upon seed capital 
than in 2010.

More than three-quarters of survey 
respondents expected to enjoy an increase in 
assets under management in 2011, and nearly 
60 percent indicated that anticipated that 
assets would grow by 25 per cent or more. 
By contrast, although last year 67 per cent of 
managers anticipated raising significant new 
capital, only 32 per cent foresaw an increase 
in assets as large as 25 per cent.

“Over the past two years, the sector has 
again shown its resilience by adapting to 
meet the evolving needs of its investors,” 
says Howard Altman, co-chief executive 
and principal-in-charge of the financial 
services group at Rothstein Kass. “More 
than 70 percent of hedge fund managers 
anticipate that institutional investors will be 
the dominant source of new capital in 2011, 
in stark contrast to our 2007 survey results 
[when] only 20 percent of respondents 
reported that institutional money would come 
to dominate the industry.”

The report confirms the movement 
toward institutionalisation, with more than 
85 percent of respondents expecting 
institutional investors to be more averse 
to high concentrations of illiquid assets, 
three-quarters expecting general partner 
investment to be a greater consideration for 
investors evaluating hedge fund allocations, 
more than 80 per cent expecting institutions 
to continue to prefer allocations to larger 
hedge funds, and nearly 65 per cent 
expecting hedge fund firms to offer special 
terms to pension funds and sovereign wealth 
funds more frequently.

Altman argues that this trend is now 
being reflected in the make-up of industry 
inflows. “Those firms that took the lead in 
developing and implementing institutional-

10 

Pershing vice-president Aaron 
Steinberg (left) receives the 
award for Best Prime Broker 
from Hedgeweek editor Simon 
Gray
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Walek & Associates
Best pR Firm

The Hedgeweek USA Award 2011 for Best 
PR Firm is the latest recognition of Walek & 
Associates’ dozen years of work successfully 
managing visibility, reputation and brand for 
hedge funds around the world.

At a time when the regulatory sands are 
shifting under fund managers’ feet, and 
raising capital from investors is getting more 
competitive, the need to define, differentiate 
and defend brand position is fundamental for 
asset management firms of any size.

Walek has consulted with and represented 
scores of alternative asset management 
firms, including many members of the 
so-called billion-dollar club, new and 
emerging managers, and the business, legal 
and technology providers who serve them.

Founded by Thomas Walek in 1998, 
Walek & Associates is today a multi-million-
dollar consultancy with offices in New 
York and Hong Kong and clients in every 
key market arena. From defining market 
position to managing media visibility, taking 
charge in crisis situations, supporting 
portfolio holdings, improving investor 
outreach, safekeeping reputations, and 
handling the needs of highly successful 
hedge fund executives, Walek & Associates 

has pioneered the design and execution 
of public relations campaigns to support 
hedge funds.

“When we opened our doors more than 
a decade ago, hedge fund public relations 
consisted primarily of overexposure for 
those that struck it big or an uninspired ‘no 
comment’ from those who tried, in vain, 
to hide,” says Thomas Walek, the firm’s 
president. “We changed this approach by 
helping managers think about brand and 
position key players and institutions during 
the subsequent meteoric rise of the industry.”

The firm publishes proprietary research 
and analysis under the Alternative View 
brand (www.walek.com). In a recent paper 
entitled What Hedge Fund Managers 
Need to Know About Social Media, Walek 
& Associates explores how investment 
advisors are responding to LinkedIn, 
Facebook and other private social networks. 
Previous topics have included media interest 
in hedge funds, brand management and 
wealth management.

The constant media coverage highlights 
how hedge funds have become an integral 
part of the global financial fabric. They 
attract more attention, more scrutiny and 
more criticism than ever. In this environment, 
management companies must set their own 
communications plans and deliver clear, 
consistent messages to investors.

“Our clients are focused on new 
strategies, new markets and new investor 
segments,” says Walek & Associates 
principal Armel Leslie. “The next generation 
of leaders is emerging, and we are telling 
their stories to target markets through the 
media, events, investor relations and thought 
leadership.”

“We are honored that the readers of 
Hedgeweek chose to recognise our firm 
with this award,” adds Thomas Walek. 
“This is our second Hedgeweek award, and 
we will work hard to give our clients and 
Hedgeweek readers reasons to vote for us 
again in the future.” n

Thomas Walek, founder and 
president, Walek & Associates

Thomas Walek (left) 
receives the award for Best 
Public Relations Firm from 
Hedgeweek editor Simon Gray

http://www.walek.com
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Wolverine Asset 
Management

Best Convertible Arbitrage manager

Wolverine Asset Management 
chief risk officer Onu Odim 
receives the award for Best 
Convertible Arbitrage Manager

sensitive,” he says, adding that managers 
who were able to hedge implied volatilities 
probably had an edge in performance.

The Wolverine Convertible Arbitrage Fund 
employs various strategies to supplement the 
capital structure strategy that represents two-
thirds of the fund’s risk. The firm’s portfolio 
managers use a proprietary screening process 
when looking for mispriced securities to value 
layers of a firm’s capital structure. The portfolio 
is then hedged through a combination of listed 
equities options and futures.

Other strategies traded within the fund 
include fundamental equity market neutral, 
risk arbitrage and various volatility-based 
strategies. With respect to risk management, 
WAM’s goal is to achieve consistent returns 
while minimising idiosyncratic risks through 
diversification. 

Gust attributes last year’s success to the 
disciplined repeatable process utilised by the 
investment team both in security selection 
and in the unique way it hedges the portfolio.

“Security rotation and the ability to 
generate revenues from trading continue to 
be the key challenges in 2011,” he says.

Wolverine partners and employees are the 
largest investors in the Convertible Arbitrage 
Fund, owning more than 20 per cent of its 
assets. The fund currently has more than 
USD1.4bn in assets under management. 
The fund has returned over 12 per cent 
compounded annually since 2005.

Gust says of winning the Hedgeweek USA 
Award 2011 for Best Convertible Arbitrage 
Manager: “The team at Wolverine is happy 
to be recognised, not only for its investment 
results, but also for its discipline in achieving 
those results. We strive to manage our 
portfolio in a conservative manner, continually 
attempting to hedge extreme risks whatever 
the market conditions. This award is an 
affirmation of the quality of our investment 
team, organisation and infrastructure.” n

Wolverine Asset Management is a US-based 
alternative asset management firm and 
part of the Wolverine family of companies, 
a diversified group of affiliated financial 
service entities primarily engaged in asset 
management, derivatives trading, order routing 
and technology/software development.

Founded in 1994, Wolverine is 
headquartered in Chicago and has offices 
in San Francisco, New York and London, 
employing more than 300 people. The firm 
places great emphasis on technology and 
infrastructure, and invests heavily in these 
areas to trade derivative securities across a 
number of global exchanges.

Wolverine Asset Management itself was 
established in 2001 and combines this world-
class execution technology with quantitative 
modelling, research, risk management and 
trading expertise to seek attractive risk-
adjusted returns for its investors.

The Wolverine Convertible Arbitrage Fund 
is the firm’s flagship offering and uses a 
relative value approach based on WAM’s 
proficiency in volatility trading.

Chief investment officer Christopher Gust, 
who has more than 20 years’ investment 
experience, leads the WAM team and is 
responsible for overseeing all aspects of the 
firm and its investment activities. He heads 
the firm’s investment committee and is also 
co-founder of Wolverine Trading, where 
he has been the driving force behind its 
successful growth.

Commenting on market conditions over the 
past 12 months, Gust describes the convertible 
arbitrage space as “mixed, but fruitful”, noting 
that a continuation of the credit tightening 
theme has also brought a tightening of implied 
volatilities across the board.

“Success in 2010 required prowess in the 
specific selection of securities, as a greater 
percentage of the convertible universe moved 
from more credit-sensitive to more equity-

wolveR ine  ASSet  mAnAGement
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conducted their work under the radar and 
outside the vision of regulators.”

The rules, Shapiro says, are designed 
to provide the SEC and the public with 
information about the business operations of 
investment advisers, their conflicts of interest, 
disciplinary history and investment strategies. 
Advisers must reveal the size and strategy 
of their funds and the identity of critical 
service providers such as auditors and prime 
brokers, although the SEC says they will not 
require any disclosure that could harm the 
interests of fund investors. The rules also 
implement provisions in the Dodd-Frank Act 
giving regulatory responsibility for certain 
smaller investment advisers, with between 
USD25m and USD100m under management, 
to state securities authorities.

The rules also clarify the foreign private 
adviser exemption for firms without a place 
of business in the US and the exemption 
for advisers to private funds with less than 
USD150m in assets under management 
in the US. On the agenda for the future is 
the SEC’s plans to adopt Form PF, through 
which private fund advisers would provide 

they were required to register under the 
Investment Advisers Act.

However, in June 2006, just four months 
after the deadline for registration, the US 
Court of Appeals for the District of Columbia 
struck down the rule in a case brought by 
Bulldog Investors co-founder Phillip Goldstein. 
The court decided that the regulator had 
acted arbitrarily in requiring advisers to ‘look 
through’ hedge funds to count the investors 
for the purposes of determining their number 
of clients, which it said strayed too far from 
the plain language of the Advisers Act and 
was beyond what Congress intended when it 
passed the legislation.

Today the Dodd-Frank Act has remedied 
the deficiency of the SEC’s powers, even 
though the rulemaking process has proved 
more cumbersome and lengthy that 
expected. Speaking at the open meeting that 
adopted the new measures, chairman Mary 
Shapiro said: “Today’s rules will fill a key gap 
in the regulatory landscape. In particular, 
our proposal will give the Commission, 
and the public, insight into hedge fund and 
other private fund managers who previously 
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Agecroft Partners 
Best third-party marketing Firm

Agecroft Partners specialises in consulting 
and third-party marketing for hedge funds. 
Its objective is 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 26 years of experience 
in the institutional investment management 
industry. The five 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 
four of the five 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 screening hedge fund 
databases.

The principal aim of Agecroft, following 
the screening process, is to raise assets 
for its managers, either on a global basis or 
with coverage tailored to enhance a hedge 
fund’s existing marketing strategy, focusing 
on a particular geographic region or investor 
market segment. The senior partners 
typically are in touch with more than 1,000 
investors a month and hold direct meetings 
with between 50 and 100.

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 says. “Usually we 
add about two new managers a year, and 
we are currently actively looking to replace 
one of our managers who recently reached 
capacity.”

Typically, Agecroft represents large, well-
established hedge funds with strong track 
records and investment teams, although they 
will represent a few emerging managers. 
Says Steinbrugge: “Currently we represent 
six hedge funds with an average size of 
USD2bn in assets under management – one 
located in Hong Kong, two in London and 
three in the US. All of the strategies are 
complementary.”

Each client receives tailor-made marketing 
to help its business grow effectively. “We try 
to be more than just your typical hedge fund 
sales organisation,” Steinbrugge says. “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 past two years 
have come from large pension funds. 
“We expect them to continue to be large 
investors,” he says. “However, we also 
expect endowments, large family offices and 
funds of funds to increase their allocations 
significantly in 2011 as well. This should 
benefit small and mid-sized hedge funds.”

Of winning the Hedgeweek USA Award 
2011 for Best Third-Party Marketing Firm, 
Steinbrugge says: “We’re always focused on 
making sure we have a very strong brand. 
We’re very honoured to have won this award 
through the votes of our colleagues in the 
industry.” n

Don Steinbrugge, founder, 
Agecroft Partners

AGeCRoFt  pARtneRS
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allocate to such funds than to offshore 
vehicles with little or no regulation; against 
that is the higher cost and transparency, as 
well as liquidity requirements and investment 
restrictions that do not suit all strategies.

Even offshore jurisdictions traditionally 
known for regulating investment funds and 
managers with the lightest of touches, if that, 
are falling into line with the global insistence 
that hedge funds should be subject to 
greater supervision. The government of the 
Cayman Islands, the world’s largest offshore 
fund domicile, has just announced plans 
to require master funds that are part of a 
master-feeder structure to register with the 
territory’s financial regulator, the Cayman 
Islands Monetary Authority.

To be sure, this does not indicate a 
wholesale revolution in the regulation of 
Cayman funds. The registration obligation is 
expected to apply only to Cayman-incorporated 
master funds that belong to a structure that 
includes at least one CIMA-registered feeder 
fund; it should not entail onerous additional 
reporting requirements; and it will not cover 
closed-ended private equity funds. The 
registration fee is expected to be a modest 
one, around USD1,500 per entity, and the 
industry will get plenty of advance notice for 
the registration of existing funds.

However, Cayman-headquartered law firm 
Maples and Calder says the change aims 
to demonstrate that Cayman is sensitive to 
the concerns of the global community about 
oversight of hitherto more opaque areas 
of the financial industry. “As generally all 
the assets of the fund structure are held at 
the master fund level, the authorities in the 
Cayman Islands considered it prudent to 
bring the master funds within their regulatory 
oversight,” the firm says.

“While a number of reviews conducted post 
the financial crisis by various international 
bodies and regulatory authorities have been 
very positive on the Cayman Islands as a 
jurisdiction, it had been remarked that an area 
of potential improvement was to increase 
the regulatory status of these master funds. 
This proposal is therefore aimed at plugging 
that small gap in the regulatory landscape of 
the jurisdiction.” In the new environment for 
the hedge fund industry, from George Town 
to Connecticut, increased scrutiny is now a 
fact of life. n

additional information on a non-public basis 
to give the regulator and the Financial 
Stability Oversight Council insight into the 
systemic risk profile of advisers and the 
private funds they manage.

Shapiro insists it was important for the 
rules implementing the private fund and 
related investment adviser provisions of the 
Dodd-Frank Act to be adopted before the 
legislation becomes effective on the first 
anniversary of enactment, July 21, to provide 
certainty and clarity about the registration 
requirements and related exemptions. 
However, the deadline for compliance 
has been put back nearly nine months to 
facilitate an orderly transition and enable 
fund advisers to achieve compliance, as 
well as to give the SEC time to adjust its 
registration system to accommodate private 
fund advisers as well as the change in 
threshold for registering with the SEC versus 
the states.

The shift toward more extensive regulation 
is far from confined only to the US. Many of 
the country’s hedge fund firms are watching 
carefully developments in Europe, where 
the European Union has passed legislation, 
the Alternative Investment Fund Managers 
Directive that will eventually require 
compliance on the part of all managers 
seeking to access sophisticated investors 
within the EU, whether or not they or their 
funds are domiciled within the union.

However, for at least another seven 
years, until mid-2018 at the earliest, foreign 
managers of alternative funds will still be 
able to access EU investors through national 
private placement regimes. The fact that the 
legislation did not shut foreign managers 
and funds out of the European market 
altogether, as was mooted at one point, 
owes much to intense lobbying by the US 
hedge fund industry as well as members of 
the administration in Washington.

In the meantime a number of US hedge 
fund managers have joined the trend in 
Europe toward creating vehicles compliant 
with the highly regulated Ucits (Undertakings 
for Collective Investment in Transferable 
Securities) regime. Although Ucits funds were 
conceived for cross-border retail investment 
within the EU, the big attraction for 
alternative managers is that many European 
institutions have much greater leeway to 
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