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Hedge funds are not designed to out-
compete equity indices. They are designed 
to protect investors’ capital when markets 
whipsaw. Of course there will always be 
some stellar fund managers generating 
incredible double-digit returns, but on the 
whole hedge funds are meant to protect 
against downside losses and produce 
decent upside with some degree of lag 
against broader market indices. 

“The people we speak to are long-term 
institutional investors in hedge funds and 
understand the risks. They have calibrated 
expectations for performance and are 
satisfied with the performance they’ve seen 
so far this year. Obviously flat YTD is not 
ideal but people have got into the habit over 
the last couple of years of comparing hedge 
fund performance to equity markets. This is 

Eighteen was the number. Not of attendees 
at this year’s Hedgeweek US Fund Awards 
event in New York, but rather the number of 
basis points that the average global hedge 
fund had generated for the year (through 
August). 

The point was made by Kenneth J. 
Heinz, President of Hedge Fund Research, 
in his opening address that rather than 
be disillusioned by this moderate number, 
investors should take stock of the fact that 
amidst recent market volatility, hedge funds 
are actually doing exactly what they should 
be doing. In August, the HFRI Fund Weighted 
Composite Index fell -1.87 per cent; the worst 
performing month since May 2012. However, 
the index outperformed the S&P 500 Index 
by over 400 basis points in August and by 
300 basis points year-to-date.

Hedge funds are doing 
exactly what they should 

be doing
By James Williams

OVERV IEW
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an apples to oranges comparison in many 
ways and should not apply,” says Heinz.

One area of the hedge fund industry 
that has continued to post strong returns 
is activism. The HFRI Activist Index has 
generated 12.51 per cent annualised over the 
last 36 months. 

“The performance profile of these funds 
is very different to the S&P; some months 
they do very well, some months they incur 
a drawdown. It isn’t closely tied to equity 
market performance but that said I wouldn’t 
call activism a low volatility strategy; it’s 
not correlated, it’s not high beta, but it is 
certainly not low volatility, and we saw that in 
August,” adds Heinz.

Don Steinbrugge of Agecroft Partners, 

one of the hedge fund industry’s leading 
third party marketing firms, notes that in 
2015 there has been an increase in demand 
for strategies that provide non-correlation 
to traditional markets: direct lending, 
re-insurance, volatility, relative value fixed 
income, CTAs and low bias equity long/short 
strategies have all attracted inflows.

With respect to hedge fund inflows, 
Steinbrugge made a forecast at the start of 
2015 that overall industry assets would reach 
an all time high. 

“This will be fueled by a combination of 
investors moving assets out of long only fixed 
income to enhance forward looking return 
assumptions and other investors shifting 
some assets out of the equities to hedge 

Oliver Bradley, GFM’s 
Chief Operating Officer, 
addresses the audience at 
the Hedgeweek USA Awards 
ceremony

Hedgeweek 2015 USA Awards 
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Best Event Driven Merger Arbitrage 
Fund
Millenium Management LLC

Best Event Driven Distressed Fund
Joint Winners: Mangrove Partners/ 
3 Sigma 

Best Relative Value Convertible 
Arbitrage Fund
Pine River Capital Management LP

Best Equity Short Bias Fund
RBI Capital Management, LLC

Best US International Fund Manager
Neuberger Berman 
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against a potential market selloff. We expect 
hedge fund industry assets to rise by USD210 
billion, or 7 per cent, which was derived from 
a forecast of 2 per cent increase due to net 
asset flows and a 5 per cent increase from 
performance,” wrote Steinbrugge. 

To help managers raise assets, Agecroft 
Partners focuses on three components:
• Quality of product
• Quality of message
• Distribution strategy.
“We try to add value to our clients in all 
three of those areas. 95 per cent of hedge 
funds you can screen pretty quickly. It’s the 
remaining 5 per cent that are left that take 
a lot of time to get to know and potentially 
represent in the marketplace,” says 
Steinbrugge, adding: 

“I think it’s a very good environment right 
now to raise money provided managers 
excel at the three components highlighted 
above; if they don’t excel at all three, it will 
be extremely difficult to raise money.”

Amy Bensted is Head of Hedge Fund 
Products at Preqin, a leading data and 
research provider for the alternative asset 

management industry. Whereas European 
investors still remain slightly cautious on 
hedge funds, Bensted sees clear evidence 
that US investors continue to see the long-
term benefit of having hedge funds in 
their portfolios. 

“There’s continued sophistication in this 
asset class and an understanding that hedge 
funds are not short-term investments. The 
industry overall has grown in the first half of 
2015 and North America has been a major 
source of those inflows. It looks like that will 
continue for the rest of the year. 

“Products like alternative mutual funds 
have definitely been important for the 
industry. They’ve made the hedge fund 
industry much more democratic and we 
see more interest building among smaller 
investors who prefer the enhanced liquidity 
and transparency benefits of these products. 

“Overall, we see strong support for hedge 
funds among US investors. Innovative new 
strategies are constanly being launched, 
US managers are offering a wider range 
of products: it’s an encouraging trend,” 
says Bensted. 

OVERV I EW
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whilst remaining fully compliant, DMS has 
established in Ireland and Luxembourg one 
of the most successful AIFM platforms. 
According to D’Agostino, the platform now 
has 40-plus sub-funds. 

“In many cases it is a plug-and-play 
solution. However, we’ve created solutions 
for more complex, esoteric strategies and 
structures. I think adapting to that complexity, 
whether it’s through sophisticated structuring 
or showing a deep understanding of risk 
during the regulatory application process, 
has been a big evolution for the firm on the 
AIFMD side,” says D’Agostino.

Capital raising will always be a challenge, 
especially for smaller and emerging US 
managers. As such, it is important that fund 
structuring solutions continue to evolve to 
support their activities as non-EU managers 
under the AIFMD; with an estimated USD2.25 
trillion of potential assets available, this is 
not a market that many managers have the 
luxury to overlook.

“For a non-EU (i.e. US) manager to say 
they aren’t going to market to Europe 
seems problematic – and perhaps an 
understandable reaction to a lot of regulatory 
change. As time goes by, and more funds 
compete for the same assets, they won’t be 
able to just completely ignore the European 
market. They will need solutions to be fully 
compliant. We think that we offer the most 
seamless, cost-effective way for doing that. 
In many cases the manager can be up and 
running with an AIF or UCITS in under two 
months with DMS,” concludes D’Agostino. n

One fund that has benefited from investing 
in emerging managers is New York-based 
Protégé Partners. According to John Mackin, 
President, Protégé’s flagship fund-of-funds has 
delivered solid risk-adjusted returns in 2015. 

“The fund was up roughly 3.2 per cent 
through August compared to the MSCI 
World, for example, which was down -2.4 per 
cent and the S&P 500, which was down -2.9 
per cent. Perhaps most gratifyingly, Protégé 
has accomplished this while maintaining 
roughly 45 per cent net exposure on a 
non-beta adjusted basis and a diverse 
set of geographical, sectoral, and stylistic 
exposures.”

Protégé Partners is able to help 
institutional investors improve the way they 
allocate to hedge funds by striving to serve 
as an extension to its clients’ own research 
teams. The universe of small managers is 
vast and most institutional investors do not 
have the resources to invest in it alone.  

“We help our investors access this difficult 
to navigate market,” says Mackin. “Our 
flagship strategy is a global, diversified 
portfolio of our ‘best ideas’.  We also partner 
with investors to offer customised solutions 
to meet their specific needs.”

Along with Common Reporting Standards 
regulation and cybersecurity, John 
D’Agostino, Managing Director of North 
and South Americas for DMS Offshore 
Group notes that AIFMD is one of the main 
regulatory concerns facing managers. 

To help US managers navigate the 
European markets and continue fund raising, 

www.hedgeweek.com
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Robin Sarkar, Senior Vice 
President – Liquid Alternatives 
Product Specialist at State 
Street Corporation

Best Liquid Alternatives 
Fund Administrator

State Street

State Street’s liquid alternatives financing 
and servicing capability is well positioned to 
support asset managers, both traditional and 
alternative, who are looking to diversify their 
product range. It has built a state-of-the-art 
global platform that provides fully integrated 
reporting, compliance, accounting, custody, 
settlements and investment analytics. 

“Our perspective is that the liquid 
alternatives opportunity is huge, both for our 
clients and ourselves. Assets are now over 
USD700bn, asset levels have doubled over 
the last five years and projections are that 
liquid alternatives could become 10 to 15 per 
cent of total global mutual fund assets. 

“Strategically, our goal is to give asset 
owners and asset managers all the tools 
they need to support their liquid alternative 
products,” says Robin Sarkar, Senior Vice 
President – Liquid Alternatives Product 
Specialist at State Street Corporation. 

From a US perspective, State Street is 
now the largest third party administrator of 
liquid alternative services based on assets. 
It services just over 50 per cent of the 
marketplace, including 15 of the top 25 liquid 
alternatives funds. 

This year, the firm has won a number of 
important client mandates from US-based 
fund managers including American Century, 
BMO Harris, Neuberger Berman and New 
York Life Investment Management.

According to Sarkar, there are four 
elements to State Street’s platform offering 
that are important to its clients. The first is its 
proprietary technology and service capability 
for liquid alternatives. The global platform 
provides a full end-to-end suite of back-office 
services, allowing it support the myriad 
needs of ’40 Act funds and UCITS funds. 

The second element is thought-leadership. 
“We are always looking to deliver value 
to our clients. We generate a monthly 

newsletter on global liquid alternative trends, 
product launches, changes in regulation, in 
distribution channels etc. We meet regularly 
with asset owners and asset managers, fund 
promoters, distributors. That commitment to 
thought-leadership is a key differentiator for 
us as a firm,” says Sarkar. 

The third element pertains to its support 
of start-ups. State Street offers consultative 
services ranging from general liquid 
alternatives education, operational flow 
analysis, to preparation of regulatory and 
legal documents. “We’re able to leverage an 
experienced and dedicated management 
team. They have a wealth of expertise and 
their role is to drive the launch process, 
in conjunction with the fund sponsors, to 
ensure it is successful in as short a window 
of time as possible. That operational support 
and guidance is offered on an ongoing 
basis,” confirms Sarkar.

The fourth element is State Street’s 
service model, providing investment 
managers with a turnkey solution. 

“What I mean by that is two things: firstly, 
we allow the hedge fund manager to operate 
in their established operational ecosystem. 
Second is the ability to bring other value-
added services to the table to deliver a 
customised solution to our clients.

“Those include risk analytics, collateral 
management services, OTC derivative 
valuations. Because of the complexity of 
the products, managers and asset owners 
are looking for as complete a solution 
as possible from their service provider,” 
confirms Sarkar. 

The growth in liquid alternatives shows no 
signs of abating and is a trend that’s here 
to stay in Sarkar’s view, noting that there 
has been “a big upswing of interest in multi-
alternatives recently – i.e. multi-manager, 
multi-strategy products”. n

STATE  STREET
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Don Steinbrugge, Founder, 
Agecroft Partners

Best North American Third 
Party Marketing Firm

Agecroft Partners 

Agecroft Partners was founded by Don 
Steinbrugge, who has 30 years of experience 
in the institutional investment management 
industry. Agecroft specialises in consulting 
and third party marketing for hedge funds. 

“Agecroft has changed the model of hedge 
fund third party marketing,” says Steinbrugge. 
“Most third party marketing models are based 
on leveraging personal relationships and 
doing extensive entertaining. Ours has been 
to build a global brand with a reputation as 
an industry thought leader, strong institutional 
investment knowledge and representing very 
high quality managers”

Steinbrugge has been a prolific writer of 
industry thought pieces and white papers, 
having written or appeared in more than 500 
articles in the last few years. Often asked 
to share his thoughts with the media on 
the hedge fund industry, he has also been 
a regular guest on Bloomberg News and 
CNBC and has spoken at more than 100 
leading industry conferences since Agecroft’s 
inception.

“This has helped us to attract some of 
the highest quality hedge fund managers to 
represent and has also allowed us to access 
many institutional investors that other third 
party marketers simply cannot access,” 
states Steinbrugge.

In their latest article Agecroft predicted 
that the hedge fund industry would add 
$250 billion in net new assets over the next 
12 months and outlined various reasons 
for their prediction. People can read it by 
clicking on the following link – https://www.
linkedin.com/pulse/20140804123408-21500964-
why-are-hedge-fund-assets-reaching-all-time-highs-
while-they-underperform-the-s-p-500?trk=pulse_
spock-articles.

Agecroft utilises an institutional quality due 
diligence process in manager selection. 

Unsurprisingly, manager selection is highly 
discerning. Steinbrugge says that out of 

the 300 to 500 managers that Agecroft is in 
contact with each year only “one or two” are 
ever chosen.

“95 per cent of hedge funds can be 
screened pretty quickly. It’s the remaining 5 
per cent that take a lot of time to do deep 
due diligence,” says Steinbrugge.

Once a new manager is added, Agecroft 
works to add value to its clients by focusing 
on the following three components:
• Quality of product
• Quality of message
• Distribution strategy.
To be successful at raising assets, managers 
have to have a high quality product that 
ranks well across each of the selection 
factors that investors use. 

In addition to that, a manager needs a 
concise clear message that articulates what 
their differential advantage is across each of 
those selection factors. 

“One of our main objectives is to make 
sure that the product is strong – to address 
any weaknesses – and second to ensure 
that the marketing message is as strong as 
possible to enhance investor’s perception of 
the fund.

“The third component of raising assets 
is the marketing strategy. Reaching out to 
a wide selection of investors and setting 
up qualified meetings. It also requires 
making sure that we have the right follow-up 
strategy in place for each prospect. Building 
momentum in asset growth is vital to 
successfully raising assets. I’d much rather 
represent a hedge fund that is going from 
USD75 million to USD175 million than one 
that has been at USD800 million for the last 
few years,” says Steinbrugge. 

On winning the award again this year, 
Steinbrugge remarks: “We are honored to 
have won this award 5 years in a row. Most 
importantly we are happy that the market 
place is happy with the job we are doing.” n

AGECROFT  PARTNERS
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Frank Napolitani, Director, 
Financial Services at 
EisnerAmper LLP

Best North American 
Accounting Firm

EisnerAmper LLP 

With over 1,300 employees in international 
locations, over 250 employees and 40 
partners dedicated to the financial services 
practice, EisnerAmper LLP has the breadth 
to handle global engagements and provide 
comprehensive guidance and support to its 
roster of hedge fund clients. 

Regulation has dominated managers’ 
thoughts for quite some time now, and has 
become a real burden on their time and 
resources. In response to this, 18 months 
ago EisnerAmper established a regulatory 
compliance practice, not just to support 
hedge fund managers but all types of asset 
managers. 

“We work with hedge fund managers, 
broker/dealers, all types of industry 
participants that have regulatory issues,” 
says Frank Napolitani, Director, Financial 
Services at EisnerAmper LLP.

FATCA has been a huge ordeal for 
managers, but rather more worrying is that 
Common Reporting Standards are fast 
looming. There are some 50-plus countries that 
have already signed up to this and in theory 
these standards will become effective in 2017. 

“The next phase is determining how 
FATCA will interphase with these standards. 
Will the US be part of this? Will it be 
separate? From a reporting stance, this will 
cast a much wider net and to be honest, not 
a lot of US fund managers are really focused 
on Common Reporting Standards right now,” 
notes Napolitani. He says that the main 
concerns being brought to EisnerAmper’s 
attention, in addition to regulation, include 
cybersecurity, how to increase their asset 
base, and how to create/operate an efficient 
business model.

The following are a couple of key 
highlights for 2015:
• Mirroring clients’ interests by formally 

expanding EisnerAmper Global into 

Dublin and London to “make global local”.  
This venture will continue to expand to 
locations in key financial service and 
international trade centers. This integration 
of people and practices is designed to 
provide EisnerAmper’s clients with an 
expanded team, leveraging localised and 
global knowledge. 

• Responding to the impact of diverse 
client issues. “We provide a range of 
services to financial services firms beyond 
traditional tax and accounting, including 
compliance and regulatory matters, 
business consulting for new launches and 
existing managers, performance reporting, 
operations and infrastructure,” states 
Napolitani. 

A “clients first” approach is central to the 
EisnerAmper philosophy. It is often chosen 
both as an alternative to “Big 4” firms as well 
as a supplementary advisor to funds that use 
Big 4 firms. In Napolitani’s view, EisnerAmper 
provides Big 4 experience and sophistication, 
“with the rates and personal attention more 
characteristic of a smaller firm”.

“Our reputation for delivering proactive, 
responsive, high quality service is due, in 
part, to our commitment to partner level 
involvement. Our partners are more actively 
engaged and spend more time with their 
clients than is the norm among larger firms,” 
says Napolitani. 

EisnerAmper currently services over 1,200 
hedge funds and 175 private equity/venture 
capital sponsors. Whomever the client, the 
firm always strives to speak their language 
and avoid using technical accounting jargon. 

“For our peers, we will further invest 
resources into the financial services practice 
to continue to build a world-class offering 
for asset managers and expand to other 
international locations to ‘make global local’,” 
notes Napolitani. n

E ISNERAMPER

www.hedgeweek.com


HEDGEWEEK USA AWARDS Special Report Oct 2015 www.hedgeweek.com | 12

Best Fund Accounting & 
Reporting Systems Firm

Nedelma Inc.

The Portfolio Amalfi™ platform by Nedelma 
Inc.. offers multi-asset, multi-language and 
multi-currency dynamic reporting and data 
visualisation and analysis capabilities to the 
asset management industry. The platform 
also offers data aggregation tools as well 
as portfolio management solutions and a 
calculation engine. 

In addition to Portfolio Amalfi, Nedelma 
has an online investor document repository 
with document approval workflow and 
interactive reporting. 

“The platform can be added to existing 
in-house and third-party products,” says 
CEO Michael Medvinsky, who founded 
Nedelma after previously holding senior 
technology positions at Goldman Sachs 
and UBS. “Integration is quick and requires 
minimal input from the user’s technology 
teams. Nedelma empowers end users to 
create reports on the fly and change almost 
anything dynamically, including formulas. We 
help users improve performance, increase 
assets, and reduce costs.”

Portfolio Amalfi™ seamlessly combines 
P&L, risk, exposure, third party and in-house 
data while making it available across 
numerous devices including the desktop, the 
iPad and other mobile devices. Users can 
tag positions and other data with custom 
attributes, set up filtering rules, share reports, 
drill down to underlying information and 
aggregate data by any number of attributes.

“Our state-of-the-art reporting gives 
business users complete control of report 
creation with user defined attributes 
and data, and produces reports in most 
languages and currencies.  The platform is 
delivered through either desktop or Apple-
certified, iPad products.  Our Apple certified 
mobile solutions are comparable to desktop 
applications and are far superior to web-
based mobile reporting products.

Portfolio Amalfi™ provides portal 
functionality by securely delivering 
investment information, monthly investor 
reports, interactive dynamic charts and grids, 
custom reports and other data. Nedelma 
offers its products directly to clients and by 
partnering with other vendors. For example, 
IKONIC Fund Services has licensed Portfolio 
Amalfi to provide dynamic reporting to their 
clients based on data exported from their 
core fund accounting system. 

The benefit to investment managers is 
that the latest fund data, including historical 
data, is seamlessly available in Portfolio 
Amalfi and they can run and build reports 
on the fly. As Medvinsky explains, Portfolio 
Amalfi reduces “I will get back to you” 
communication scenarios and enables 
managers to make investment decisions 
more efficiently, leading to more effective 
execution and improved performance.

“Additionally, flexible analysis of data both 
online and offline helps investment managers 
make decisions faster, reducing “down-time” 
when a user is on the go and needs rapid 
access to data. It also makes fundraising 
more effective by providing prompt and 
accurate feedback to investors with added 
transparency,” explains Medvinsky. 

This can potentially lead to increased 
investments from investors and helps to retain 
existing investors and acquire new ones.

One attractive feature of Portfolio Amalfi™ 
is that it can be used as a CEO dashboard 
to give senior executives a holistic view 
across their firms, anytime and anywhere. 
Nedelma will be adding multi-dimensional 
reports later this year, in addition to other 
features to enable users to analyse their 
data from multiple perspectives using a 
combination of attributes, formulas and 
values, with almost no limit to how they 
view data. n

Michael Medvinsky, CEO, 
Nedelma Inc.

NEDELMA INC
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For the third year running, Bougeville 
Consulting has been asked by Hedgeweek 
to look at the US hedge fund landscape, 
particularly as it relates to its European 
counterpart.

At a time when the global financial 
markets are integrated in many ways, we 
had previously highlighted some differences 
between, and idiosyncrasies relevant to, 
hedge funds in the US and in Europe. 
We had explained why the gap was not 
surprising given the sector’s histories, 
investor’s landscape and regulations on 
either side of the Atlantic. 

This report follows on from what we 
wrote for Hedgeweek in 2014 and 20131, 
where we compared and contrasted US and 
European developments. This year again, 
the overarching features can be articulated 
around the following themes: 
• US hedge fund managers are overall 

more successful than European ones. 
This fact has not changed over the past 12 

months, whether it is measured in terms of 
investment performance, capital inflow, or 
attrition rate as compared to Europe. 

• The equity long/short strategy is still 
what the US does best. Again, this was 
confirmed this year, and the number of 
new funds managed from the US and 
specialising in this strategy testifies to 
this fact. The only nuance here consists 
in making this relative to the success of 
other strategies, as well as to highlight 
investors’ preference evolving towards the 
long side. 

• The investors’ landscape remains 
different in the US compared to 
elsewhere, with the persistence of Funds 
of Funds, the preeminence of large long-
term investors, and the relative lack 
of demand for liquidity. This is having 
consequences in terms of the future of the 
hedge fund industry on both continents. 

• Regulatory frameworks have contributed 
to market fragmentation. While this was 

US Hedge Funds:  
Building on historical 

strengths
By Marianne Scordel
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2014. It is pertinent to compare this to the 
situation in the US, where the reverse was 
observed during that same year, and in 
spite of the number of closures trending 
upwards there as well. 

• Inflow – US hedge funds currently have 
$1.45 trillion under management, or two-
thirds of total hedge fund AUM. Quoting 
Preqin, Keith Black, PhD, CFA, CAIA, 
Managing Director of Curriculum for the 
CAIA Association, reports that “inflows 
into hedge funds in 2014 were $275 
billion in North America and $49 billion 
into European funds, with 76% of North 
American managers seeing inflows and 
58% of European managers experiencing 
inflows”. This, again, illustrates the 
success of US hedge funds as compared 
with Europe. 

However, at least three areas remain 
uncertain: 
• Geography – As Eurekahedge puts it: 

“Only half of all investment mandates 
ended the year in positive territory. Fund 
managers with a North America and global 
focus delivered the best returns, up 5.56% 
and 4.42% respectively as underlying 
equity markets rebounded on the back of 
improving macroeconomic fundamentals 
and accommodative central bank policies. 
Managers focused on Europe however, 
lost 12.31% in 2014 as they were dragged 
down by losses from exposure to Eastern 
Europe, which suffered steep falls of 
12.73% during the year over the Ukrainian 
crisis and falling oil prices.” 

It has to be mentioned that US 
managers’ relative underperformance in 
Europe is not specific to one continent, 
but, rather, tends to materialise outside 
these manager’s home markets overall, as 
evidenced by the fact that “funds focused 
on Latin America performed the worst on a 
risk-adjusted basis, being the only regional 
mandate to report a negative Sharpe ratio 
over the three year time period”4. 

This may be one of the reasons why 
many US managers prefer to stick to what 
they know best. As a US managers told 
us recently: “There is no need for us to go 
and invest in Europe, we have plenty to do 
here in the US”. Whether this is a matter of 
regional expertise (or lack thereof) or is the 
result of adverse market movements is up 

widely anticipated, we have now seen 
evidence of the extent to which cross-
border marketing has been evolving. 
We will look at each point in turn. 

US Hedge Funds perform better than 
their European counterparts
In their last report on the topic, 
EurekaHedge2 explained that US managers 
did better than their European counterparts, 
however the report, as well as comments 
we heard from various other sources, also 
introduced an interesting level of granularity 
which puts this fact into perspective. 

Performance has been better than 
elsewhere on many fronts: 
• Absolute performance – “North American 

funds performed the best, almost half 
of the top 150 funds returning more 
than 20% in 2014, and 10% of the best 
performing funds gaining in excess of 
10% for the first month of 2015” says the 
EurekaHedge report. It adds that “The top 
150 North America-focused hedge funds 
also managed to outdo their counterparts 
in other regions for both 2014 and January 
2015, which was likely a combination 
of the larger population of hedge funds 
to choose from in North America and 
tailwinds from strongly performing equity 
markets in the region.” This completely 
echoes what we had reported in the 
previous years. 

• Risk-adjusted performance – EurekaHedge 
explains that “fund managers investing 
with a North American mandate had the 
best risk-reward profile with a Sharpe ratio 
of 1.85 and 1.35 over both the [past] three 
and five year time period respectively. They 
also posted one of the lowest annualised 
volatilities over both time periods, rivalling 
globally focused funds which utilise a more 
diversified mandate.” While the Sharpe 
ratio is not necessarily a good way of 
measuring risk adjusted returns for hedge 
funds, it is still widely used, and does 
provide some broad perspective on how 
the returns mentioned in the previous point 
are being generated, both relative to some 
measure of risk and to other regions. 

• Attrition rate – In a recent article published 
in Hedgeweek3, we reported that, for the 
first time since 2010, Europe had seen 
more fund closures than new launches in 
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Best Managed Accounts 
Platform
Lyxor Asset Management

addition to two other funds; a long/short 
equity European manager and an event-
driven European manager.

Spada confirms that a fifth fund is 
preparing to launch on the AIFMD platform.

All of the AIFMD-compliant funds that 
Lyxor has launched this year are domiciled 
in Luxembourg.  Its UCITS funds are 
domiciled in Ireland.

With respect to its Jersey-based MAP, 
Lyxor is choosing to opportunistically 
redomicile funds onto the Luxembourg 
platform on a step-by-step basis. “We have 
a tranche of funds that are ready to be 
transferred to the AIFMD platform but there 
is no need to transfer our Jersey funds on a 
wholesale basis at this stage. The reality is 
we are currently getting more requests for 
UCITS funds than AIFMD-compliant funds. 

“We have some US investors that are 
considering investing in strategies available 
through our AIFMD-compliant funds so we 
are presently setting up K1 feeder fund 
versions of these strategies to meet this 
demand,” confirms Spada.

Aside from building out its AIFMD 
and UCITS fund offering, another area of 
development at Lyxor this year has been to 
create hedge fund managed accounts that 
are composed of more than one manager; 
effectively a multi-manager managed 
account format. 

“This is one managed account fund 
structure composed of three or more 
different hedge fund managers to which we 
can delegate pools of capital on an ongoing 
basis depending on how the markets 
change. We are ready to offer this either 
in a hedge fund format or an alternative 
UCITS format. The team is currently working 
on a couple of these projects, which 
should be ready by the end of the year,” 
comments Spada. n

The Lyxor MAP has north of USD8 billion 
in assets under management and has 
approximately 80 funds available in a hedge 
fund managed account format. 

But it’s not only offshore hedge fund 
managed accounts that investors are looking 
for today.

According to Daniele Spada, Head of 
Lyxor MAP, there is a strong trend in Europe 
for UCITS funds. 

The Lyxor Alternative UCITS platform has 
seen its stable of funds grow to eight in total 
– six external single manager funds and two 
internal single manager funds. 

The latest fund, which launched 19th 
June, is the Lyxor/Chenavari Credit Fund, a 
long/short credit fund with a European focus. 

“The next UCITS fund we are preparing to 
launch will be a US long/short equity special 
situations strategy. We aim to add a further 
fund by year-end, which will bring the total 
number of UCITS funds on the platform to 
10,” says Spada. 

“Over the last 12 months we’ve looked 
to add funds in strategies that were under-
represented in the overall UCITS investment 
universe to offer diversification benefits that 
investors won’t find elsewhere. Our strategy 
is one of quality not quantity. The funds we 
select are based on what we think could 
work effectively in the current macro market 
environment and which investors will want to 
allocate into.”

This is all part of Lyxor’s long-term 
strategy to offer global investors the 
opportunity to invest in multiple fund 
structures that best suit their needs. 

Alongside the UCITS platform, Lyxor 
is also building out its AIFMD regulated 
fund platform. It launched its first fund at 
the end of 2014 – a CTA manager called 
Quantmetrics Capital. Chenavari is also 
available in an AIFMD-compliant format, in 

Daniele Spada, Head of Lyxor 
MAP

LYXOR ASSET  MANAGEMENT
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Best Offshore Regulatory 
Advisory Firm

DMS Offshore Group

DMS Offshore Group’s core business is 
providing offshore independent directors. 
Whilst the firm offers the largest independent 
directorship service in the Cayman Islands, 
in recent times it has started to provide New 
York-based independent directors. 

“The backgrounds of those individuals 
are somewhat different and complementary 
to the already strong Directors in Cayman,” 
says John D’Agostino, Managing Director of 
North and South Americas. “DMS now offers 
a wider range of Director expertise including 
buyside and investor LP experience – from 
directly serving as a COO of large hedge 
funds to the Operational Due Diligence leads 
at major global banks.”

Managers that appoint DMS can benefit 
from an a la carte selection, appointing 
directors with a range of complimentary skills 
and expertise. As the industry evolves, and 
with it the role of the independent director, 
D’Agostino says, “we strive to continually 
offer clients more options.” 

“We are the largest fund governance firm 
in the world and we are growing our team 
commensurate with the opportunity set.”

The second core business line is the 
firm’s AIFM platform capabilities based in 
Dublin and Luxembourg. The launch rate of 
funds on the platform has accelerated this 
year to the point where the platform now has 
>40 funds that have either launched or are 
preparing to launch. 

“The platform model makes a lot of 
sense to managers. We are seeing many 
different types of managers; large to mid-
sized managers, disparate asset classes 
and strategies, UCITS and AIFs being 
represented. It’s a wide and deep client and 
product mix,” confirms D’Agostino, adding 
that the majority of managers have chosen 
Ireland as their preferred domicile so far.

The third line of business at DMS 

Offshore Group is risk reporting, which 
extends to include FATCA. A dedicated 
team in Dublin provides comprehensive risk 
management services. These include the risk 
oversight function of funds on the platform 
as well as producing regulatory risk reports 
such as Annex IV, Form-PF and CPO-PQR. 

As if FATCA wasn’t a big enough ordeal 
for managers, many now face themselves 
having to comply with UK FATCA. Then, 
on 1st January 2016, managers have the 
unenviable task of facing a new global tax 
reporting rule called the Common Reporting 
Standard developed by the OECD, which 
more than 50 countries have already signed 
up to. 

“The Common Reporting Standard is 
going to become a major development for 
fund managers. It’s part of the industry’s 
constantly evolving global tax oversight. CRS 
will be overwhelming for some managers, 
precisely because tax is something they’ve 
traditionally outsourced. Many have only just 
gotten over the demands of U.S. FATCA, and 
there is now an understandable sense of 
confusion and exhaustion,” says D’Agostino. 

Indeed, one of the ways that DMS 
Offshore Group has lifted the burden on 
managers with respect to FATCA is to offer a 
FATCA Responsible Officer solution. 

“Unlike risk reporting, where you will 
typically have one person within the firm 
who is on top of all the information and 
who has a deep understanding of the fund’s 
risk characteristics, that’s not necessarily 
the case with tax. As a result, we’ve been 
appointed as the FRO to hundreds of 
clients over the last 12 months,” confirms 
D’Agostino.

On winning this year’s award, D’Agostino 
says: “We’ve done a good job of responding 
to the needs of the market but we have to 
keep innovating and pushing forward.” n

John D’Agostino, Managing 
Director of North and South 
Americas at DMS Offshore 
Group

DMS OFFSHORE  GROUP
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PROTÉGÉ  PARTNERS

Best Seeding Platform
Protégé Partners, LLC

with prior experience in start-up funds.
Asked to describe a typical seed deal on 

the platform, Mackin responds: “Protégé will 
generally seed a manager with up to USD100 
million. We do not take a GP stake in the 
seed manager, but rather negotiate a top-line 
profit share. We believe this construct offers 
the best alignment of interest by allowing 
fund managers full discretion over employee 
compensation and other business costs.”

Protégé has built a strong pipeline of 
talented managers in 2015 but has yet to 
do a seed deal. In 2014, it seeded Ledbury 
Capital, a London-based European special 
situations manager. Mackin confirms that 
roughly 20 per cent of Protégé’s AuM is 
invested in seed managers. 

“Our opportunistic approach to seeding 
allows us the flexibility to remain discerning 
and to optimise terms on behalf of our 
investors.  Therefore, the bar for seeding is 
high and Protégé will only seed where we 
perceive what we believe to be a significant 
opportunity, exceptional talent, and a 
complimentary fit within the wider portfolio,” 
says Mackin.

The ability to gain access to talented 
managers with differentiated return profiles 
is a key attraction to investors when gaining 
exposure to smaller managers. 

“Small managers have the ability to 
access a wider range of styles and 
strategies, many of which center around 
niche or capacity constrained investments. 
Also, small and early stage managers 
allow Protégé to potentially command more 
attractive terms, including lower fees and 
improved transparency,” explains Mackin.

On winning this year’s award, CEO 
Jeffrey Tarrant comments: “We believe 
this Hedgeweek Award speaks to the 
strength of our seeding model, both in our 
opportunistic approach to seeding as well as 
our focus on small or capacity constrained 
managers.” n

New York-based Protégé Partners, LLC was 
founded in 2002 to focus exclusively on 
investing in small and emerging managers 
with an opportunistic approach to seeding. 

In total, Protégé manages approximately 
USD2 billion in assets. Its flagship fund-of-
funds invests in 32 managers (as of 31st 
August, 2015), 23 of which are considered 
“core” managers, the other 9 being 
“periphery” managers. Core is defined as any 
manager with an allocation in excess of 1.5 
per cent of the fund at cost. 

As of August the flagship fund pays an 
average 1.5 per cent management fee and 
18.05 per cent incentive fee to underlying 
managers. Investors with Protégé can 
choose to avail themselves of customised 
portfolios or commingled portfolios. An 
estimated 61 per cent of firm AUM is 
currently held in customised portfolios. 

“Experienced qualitative investment 
judgment has been the source of our 
competitive advantage and is one of the 
most important tenets of our investment 
philosophy,” explains John Mackin, President. 
“Qualitative judgment relies heavily on the 
completeness of information. Absolute 
return managers spend their waking hours 
searching for information that the marginal 
investor has not learned in order to gain 
an edge. Similarly, Protégé spends its days 
digging for information that will help generate 
a variant perception, allowing it to invest in 
overlooked or undiscovered managers.”

Over the years, Protégé has seeded 
managers across diverse sectors, 
geographies and investment styles. Protégé 
generally looks for managers it believes have 
perfected a certain method of investing and 
intend to replicate this methodology in a new 
venture. 

Similarly, Protégé looks for investment 
teams that have worked together previously 
and recommends that its seeds hire 
business development and operational staff 

John Mackin, President, 
Protégé Partners
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to approach the market inefficiency we 
referred to above.)

• Currency risk – The strength of the 
US Dollar against the Euro is also 
raising a question mark as to whether 
the glowing picture that has just been 
portrayed is likely to be sustained over 
the next months. Dr. Black has hinted 
at a rebalancing towards Europe7, while 
underlying the fact that some investors 
may want to stay with the trend and 
keep their US investments for further 
appreciation. Additionally, the risk of 
currency appreciation being detrimental 
to the asset class is mitigated by the fact 
that a heavy proportion of investors in 
funds investing in the US have the US 
Dollar as their reference currency. 

The equity long/short strategy is still 
what the US does best
Over the past two years, we reported the 
fact that US long/short managers did much 
better than their counterparts elsewhere. 
Again in the past 12 months this strategy 
performed better in the US than elsewhere; 
however we have observed a resurgence of 
net long, or long only, strategies. 

In 2014 and Q1 2015, the strategy of 
choice of US managers remained so: 
• EurekaHedge reports that in the 12 

months to January 2015, there were 
238 new launches of equity long/short 

for debate. What remains though, is a case 
for a US market where opportunities still 
exist and are taken advantage of by US 
managers, versus a European one where 
opportunities also exist but are currently 
under-exploited by both US and, to some 
extent, European managers too, since the 
latter overall underperformed in their home 
market. Whether this might contribute to 
supporting the theory according to which 
markets are inefficient in is also an open 
question. 

• Inflows – While we mentioned these 
compared positively with Europe, it must 
be noted that Q3 2014 was marked by 
an important slowdown in investment 
into US hedge funds. The size of 
CalPERS’ withdrawal may have been 
largely symbolic5, it remains that it was 
perceived as the possibility of a broader 
disenchantment with the asset class, 
in spite of the strong performance. As 
a result, inflows in US hedge funds 
in 2014 were lower than in 2013. This, 
coupled with our findings from our 
recent investors’ survey6 according 
to which investors intend to allocate 
more capital to European hedge funds 
throughout 2015, raises a question mark 
over how US sectors will fare in the near 
future. (Incidentally, observing how this 
development will unfold can also provide 
information about how investors may want 
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absolute and relative terms. Not only 
markets have rallied, but shorting some 
expensive stocks has been painful. This 
also couples with increased corporate 
activity making takeover risk higher. 
Therefore, the alpha comparison of 
long and short book of the managers 
– not only the direct long and short 
performance attribution – shows figures 
disproportionately tilted to the long side, 
hence the appetite for these strategies”. 

• Additionally, some managers manage 
large net long biases and still collect 
fees from flat performance. Investors 
are disappointed with this, and prefer to 
have a management fee only (or relative 
performance fee) structure and pay for 
what they actually get. This makes them 
more likely to direct their investments 
towards long-only products, as they do 
not typically charge on performance. 

• Another reason is that “the US investor 
landscape is disproportionately composed 
by a segment – pension funds – who have 
ultra long-term investment horizons. For 
these, the volatility-reducing argument for 
going long-short is of less value if it is at 
the expense of long-term performance”, 
adds a European investor familiar with US 
strategies. This, again, contributed to the 
trend towards long only products in the US. 

• Finally, long-only products tend to be 
perceived as less capacity constrained 
than long short. This is clearly the case 
on the short side (availability of borrow), 

funds managed by US managers (versus 
125 closures), which was by far the 
highest number as compared with other 
strategies. CTAs came just after, however 
the attrition rate was higher among CTAs, 
which suggests not only quantitative, but 
also qualitative, success. 

• The strength of the strategy is indeed 
reflected in performance. In “almost all 
strategic mandates except relative value 
in positive territory”, “CTA/managed 
futures funds led the table with returns 
of 9.13% owing to strong performance 
in the latter half of the year as market 
volatility increased sharply. A number of 
other strategies also fared positively, with 
exposure to equities being a key winning 
theme as the US S&P500 index rose 
11.39% during 2014”8. 

• Lastly, it must be noted that this comes 
in sharp contrast with Europe: in a 
previous article9, we reported that fixed 
income strategies managed by European 
managers had witnessed a strong asset 
inflow last year, and was now standing at 
19.4% of total European hedge fund AUM, 
with investors being drawn by the steady, 
modest returns afforded by fixed income 
hedge funds. We had also commented 
on US’s better ability to manage activist 
strategies, and to make profit on short 
positions – mostly US short biased 
strategies were profitable in the past three 
years – which is due to cultural reasons 
as well as to the firepower at the disposal 
of US hedge funds – not least in terms 
of AUMs. 

Having made the case for US equity long/
short strategies, we have, over the course 
of our work in the past year, noticed a 
slight change with respect to the relative 
preference for the long versus the short side. 
In last year’s report we had said that short 
biased hedge funds had underperformed 
overall, due to market movements, however 
US managers had performed markedly better 
than European ones for these strategies. In 
spite of this relative success, the ongoing 
trend of US investors to choose long biased 
and long only strategies has accelerated 
over the past 12 months. This appears to be 
for the following reasons: 
• An investor points out the fact that “the 

short side has been difficult in both 
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OPUS FUND SERV ICES

Best North American 
Hedge Fund Administrator

Opus Fund Services 

Multi-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), Portland (2014) and most recently 
Dublin. It serves over 250 fund managers 
and 325+ funds with a combined AUM 
exceeding USD10.5 billion.

As well as seeing an uptick in private 
equity, venture capital and real estate 
strategies during 2015, Opus continues to 
focus on traditional hedge fund strategies. 
“We have seen many managers stick to the 
basics, focusing on stock picking and “best 
ideas” investing. We also continue to do a 
lot in the peer-to-peer lending space,” says 
Jorge Hendrickson, Director of Sales and 
Business Development.

One of the reasons for increased private 
equity fund activity is the amount of cash on 
the sidelines and the search for yields by 
investors. There is also an improved M&A 
environment, leading fund managers to make 
direct investments into growth companies, 
real estate and physical and luxury assets. 

“Whilst we’ve seen a number of event 
driven and long/short equity fund launches 
this year, private equity and venture capital 
activity has picked up tremendously,” 
comments Hendrickson. 

Hendrickson suggests that another 
important trend emerging is the 
establishment of series-based funds; where 
managers establish the main fund and offer 
underlying series, which are often launched 
to allow investors to customise their 
exposure to the manager and the investment 
strategy that is being offered. 

“Rather than going into one fund where 
the manager is allocating and running all the 
money pro rata, why not allow the investor 
to say ‘If you have ten positions, can we 

launch a series where I only have exposure 
to these five’?” 

“We are currently working on several 
launches right now that are using this 
structure; they tend to be portfolios where 
the manager might be a value investor 
expressing their best ideas in a concentrated 
portfolio. Others are more hybrid; indeed, 
a few launches are managed account 
platforms that are allowing investors to 
choose which underlying managers they 
want exposure to. I think the series-based 
fund is going to be an interesting trend for 
the next year,” opines Hendrickson.

This year, to help further expand the firm’s 
footprint, Opus established a new office in 
Dublin, Ireland; its first foray into Europe. It 
is still early days of course, but Europe is 
potentially an important area of growth for 
Opus. Hendrickson points out that Opus 
this year has also been doing an increasing 
amount of work for family offices who have 
a wide range of investments and receive 
numerous financial and fund performance 
statements each month/quarter, finding it 
difficult to get an overall sense of how these 
investments are doing.  

“We have therefore helped them by 
consolidating their investments to provide 
them with a single view of their overall 
portfolio and books/records; they receive a 
single consolidated report, which makes it a 
lot easier to keep track of their investments, 
allowing them to make more strategic 
decisions,” says Hendrickson. 

On winning this year’s award for Best 
North American Hedge Fund Administrator, 
Hendrickson comments: “We are honored 
to have received this recognition as a result 
of votes from our clients and peers. We 
continue to put our customers first and look 
forward to another exciting year with new 
opportunities.” n

Jorge Hendrickson, Director 
of Sales and Business 
Development, Opus Fund 
Services
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Best North American 
Prime Broker

Concept Capital Markets, LLC 

2015 has been a big year for Concept Capital 
Markets, LLC. Earlier this year, the firm 
entered into an agreement to be acquired by 
Cowen Group, a leading growth investment 
bank and alternative investment manager 
with a heritage dating back to 1918. 

Through its acquisition of Concept Capital, 
Cowen will add a significant prime brokerage 
arm to its overall offering. The deal should 
prove synergistic to both parties. 

“Cowen is a notable name in the 
institutional equity research, sales, trading 
and investment banking business through its 
Cowen and Company brokerage, as well as 
in the alternative asset management space 
through its Ramius investment adviser,” 
explains Jack Seibald, one of Concept’s 
founders and managing members. “Though 
the firm has not been in the prime brokerage 
business, its leadership team has had a 
great deal of experience as both a client and 
provider of prime services”, he added. 

Peter Cohen and Jeffrey Solomon, 
respectively Chief Executive Officer and 
President of Cowen Group, co-founded 
Ramius alongside several other partners in 
1994.  Running this alternative investment 
manager provided the Ramius principals a 
buy-side perspective of prime brokerage. 

“Based on their knowledge of the PB 
business, Cowen made a strategic decision 
to expand into the PB space because of 
the changes taking place in response to 
regulation,” explains Seibald. These changes 
are largely a result of market regulation 
such as Basel 3, and are causing the prime 
brokerage divisions of global banks to scale 
back operations and shrink their support of 
hedge fund clients. 

Concept Capital witnessed this impact first 
hand in February when J.P. Morgan – one of 
five clearing firms that Concept had in place 
– decided to stop supporting introduced 

prime clients. That Concept leverages a 
multi-clearing model meant that it was able 
to absorb the impact with minimal disruption 
to its clients. The other clearing agreements 
in place are with Pershing, Merrill Lynch, 
Merrill Lynch Professional and Chinese 
bank, ICBC. 

A fifth clearing agreement is about to be 
finalised with a US bank, confirms Seibald.

“As Cowen began to explore the 
opportunity of creating a prime brokerage 
business, Concept’s name popped up 
in their discussions with numerous large 
clearing firms with which we’ve had clearing 
relationships. The message coming through 
was that it might make sense to talk to us 
about the possibility of joining with Cowen,” 
says Seibald, who continues: 

“From our perspective, we would become 
affiliated with a well-regarded firm run by 
like-minded people who put clients first and 
assist them in their effort to outperform for 
their investors. The financial and intellectual 
resources of Cowen would allow us to 
more rapidly develop value-added solutions 
for our clients and position us to compete 
even more effectively. Providing our clients 
access to Cowen’s respected research, its 
coveted industry conferences, and its flow 
of public offerings will also prove to be a 
significant benefit.” 

The business will be rebranded as 
Cowen Prime Services LLC, but from a 
daily operational perspective, clients will not 
be affected. 

 “By partnering with Cowen, we will 
offer a better landing pad for hedge fund 
managers,” says Seibald, who on winning 
this year’s award for Best North American 
Prime Broker remarks: “We could not be 
more proud of our team as they’ve earned 
this recognition for their collective effort in 
servicing our clients.” n

Jack Seibald, Founder, Concept 
Capital Markets

CONCEPT  CAP ITAL  MARKETS
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PULTENEY  STREET  CAP ITAL

Best Multi-Strategy Fund 
Manager
Pulteney Street Capital

differentiation compared to other multi-
strategy funds in the market. “We sit inside 
a mini prime where we have access to 
emerging managers on a daily basis. We 
believe that we are seeing managers that are 
not on everyone’s radar,” adds McCooey.

Once the initial screening stage has been 
completed, Pulteney allocates to between 10 
and 15 best-of-breed managers in the fund at 
any given time. Each manager is then closely 
monitored, with P&L and risk management 
reports generated at both the manager level 
and aggregate portfolio level. Capital is than 
re-allocated on an intra-month basis based 
on qualitative and quantitative factors.

Pulteney’s team of analysts each has 
12 years of experience in sourcing and 
evaluating portfolios of hedge funds. 
Presently, five managers make up the 
PSP fund, whose strategies include: long/
short dollar neutral, event driven, a volatility 
strategy, and a long/short consumer strategy.

“We outsource our risk to ConceptOne 
and receive daily reports on our portfolio. 
We believe our investors are more 
comfortable knowing that a third party is 
monitoring our portfolio on a daily basis,” 
confirms McCooey. 

In what has been a highly volatile year, 
multi-strategy funds have enjoyed mixed 
results. On average, they have returned -2.28 
per cent (through August) according to the 
HFRI Multi-Strategy Index. By comparison, 
the PSP fund is down -1.9 per cent YTD. 

“In the most volatile times that we have 
just experienced, our dollar neutral manager 
has outperformed our other managers and 
the broader market,” confirms McCooey, 
who, on winning this year’s award for Best 
Multi-Strategy Fund Manager, comments:

“It is a privilege to be recognised by our 
peers and service providers in the hedge 
fund industry.” n

New York-based Pulteney Street Capital 
was established in 2013 by Sean McCooey. 
Launched in May of 2013, the PSP Multi-
Manager Fund (‘PSP’) is a multi-manager, 
multi-strategy liquid alternative fund. By using 
an SMA structure, Pulteney Street is able to 
monitor portfolios in real time, allowing it to 
tactically re-allocate capital among managers. 
Typical investment strategies include: long/
short equity, event-driven and liquid credit.

With respect to identifying new managers, 
emphasis is placed on combining both 
emerging and established fund managers 
into the PSP fund. Of the 800 managers that 
pass the initial screening stage, Pulteney’s 
team then evaluates and performs due 
diligence on 150 to 250 managers using a 
proprietary scoring methodology. The earlier 
a firm is in its lifecycle, the better.

Key factors that are taken into 
consideration at this stage include:
• Smaller AUM when the managers are 

most nimble
• Can sustain outperformance
• Not living off the management fee
• Minimal conflicts of trying to run a 

business
• Large firm pedigree principal(s) is 

preferred
• Assess manager investment strategy and 

performance
• On-site evaluation of investment process 

and merits
• Fully “vet” the investment equation.
“Our investment philosophy is to deliver 
long-term net returns in excess of the broad 
market equity indices and to provide access 
to high quality asset managers not otherwise 
available to the investing community,” 
explains Pulteney’s Managing Director, 
Daniel McCooey. 

That Pulteney focuses on the emerging 
manager space is a key point of 

Daniel McCooey, Managing 
Director, Pulteney Street 
Capital
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PROSEK  PARTNERS

Best North American 
PR Firm

Prosek Partners

At New York-headquartered Prosek Partners, 
the tag line is to “unbox communications” 
and deliver unique, unconventional strategies 
for financial firms. At the helm is Managing 
Partner and CEO Jennifer Prosek, who 
built Prosek from a small Connecticut PR 
company to an international communications 
consultancy with offices in London and a 
number of key partnerships with agencies in 
Asia and South America. 

Speaking with Hedgeweek, Russell 
Sherman, Partner at Prosek, says he is 
excited by the awakening of the financial PR 
industry as firms become more receptive to 
creative PR programmes that go “above and 
beyond” the traditional programmes typical of 
the financial industry. 

Part of that evolution is employing digital 
technology to help managers build a more 
complete digital brand identity. 

“In the aftermath of the financial crisis 
there has been an increased focus on hedge 
fund transparency. (The days of “log in or 
go away” websites are gone) and one of the 
ways that has played out is that funds are 
more open to understanding the importance 
of having a strong, online profile,” says 
Sherman, adding that Prosek takes a multi-
pronged approach in bringing the digital 
aspect of PR along with media relations to 
its PR programmes.

“Each programme is specifically tailored 
to meet our clients’ goals and needs, and 
therefore, the digital strategy and tactics 
that are undertaken vary based on these 
objectives. Typical activities undertaken 
for hedge fund clients include building/
overhauling firms’ websites, managing 
and building additional owned collateral 
(blogs, social media platforms, etc.) and 
engaging with media outlets with strong 
digital platforms and Google rankings to help 
create highly visible third-party earned online 
content,” explains Sherman.

To further bolster Prosek’s own brand 
and reputation, the firm recently appointed 
Andy Merrill as a Partner. Merrill joined 
from Teneo, a US corporate advisory 
firm. Prior to this he was the US CEO of 
Finsbury. As Sherman notes: “He has robust 
crisis issue management and transaction 
communications experience. He will further 
bolster our efforts to provide our clients with 
a multi-faceted and comprehensive approach 
to brand development and brand protection.”

Prosek places a great emphasis on the 
firm’s culture. This has allowed the firm to 
retain stellar talent who are not only experts 
in their fields, but know how to run top-notch 
account teams and service a wide array 
of clients.

Whereas many PR firms servicing the 
hedge fund industry approach media 
relations from a reactive stance, Prosek 
appreciates that in order to protect a brand, 
it first helps to build an impervious wall of 
credibility, accolades and goodwill. 

“This happens through a proactive 
approach to PR, whether it’s by enhancing 
your digital footprint, developing relationships 
with the media, producing compelling 
content and thought leadership, participating 
in speaking engagements at industry 
conferences or identifying other ways to tell 
your story,” emphasises Sherman.  “This 
does not mean a hedge fund firm has to 
be public or vocal but the bottom line is, 
whether it is easy to see or not, they are 
directly or through us, constantly cultivating 
relationships with the media, educating 
reporters, telling their story, and engaging 
with editors to understand what is being 
written in the media and why.”

On winning this year’s award, Sherman 
comments: “We like to say we are 
productively paranoid, so winning this award 
is very gratifying and motivating to continue 
to deliver stellar results.” n

Russell Sherman, Partner at 
Prosek
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Best North American Hedge 
Fund Research Provider

Preqin

Preqin was established 13 years ago, over 
which time it has evolved to become the pre-
eminent data and research provider for the 
alternative asset management industry. Since 
day one, Preqin’s objective has always been 
to shine a light on what has, historically, 
been an opaque industry. 

“We are the go-to people for anyone 
wanting information on alternative assets 
because of the timeliness, accuracy and 
breadth of data we provide,” comments Amy 
Bensted, Head of Hedge Fund Products 
at Preqin. 

With respect to hedge funds, Preqin looks 
closely at institutional investor activity, as 
well as fund manager performance, and has 
built out an impressive data infrastructure 
over the last decade. Forging relationships 
with both investors and managers has been 
key to this. 

“We have a large research team of around 
150 people globally. We have teams that 
interview institutional investors about their 
portfolios, as well as teams that focus on 
building relationships with fund managers 
to find out how their investments are doing 
and what new launches they have planned. 
We’re always on the front line, delivering 
value through the products and services we 
provide in the form of unique and first-hand 
data,” says Bensted. 

Preqin has offices in New York, San 
Francisco, London and Singapore. Its 
online databases, premium publications, 
research reports and newsletters (such as 
the monthly Hedge Fund Spotlight series), 
and benchmark indices are utilised on a 
daily basis by more than 24,000 industry 
professionals across nearly 100 countries. 

Preqin has research and client relations 
teams in North America, Europe and Asia, 
enabling it to understand exactly how 

the most important hedge fund markets 
are evolving on a local basis. “The US is 
where most of the institutional money is 
coming from; it’s where the majority of fund 
managers are based. In the last couple of 
years we’ve seen the rise of liquid alternative 
mutual funds and have responded to that 
trend by building out our data capabilities,” 
says Bensted. 

“One of our key objectives is to shine a 
light on the industry and to be a thought 
leader through our engagement with the 
entire alternative assets community. We 
make sure that every corner of the business, 
from client services to research to marketing, 
technology and product management, is 
pulling in the same direction.”

Of particular value are Preqin’s research 
reports. They are, says Bensted, a key 
differentiator by providing a true 360-degree 
view. “We don’t just track investor sentiment 
and fund performance; we also look at 
fund managers, new launches; we speak 
with service providers on market trends 
and developments. These reports provide a 
really in-depth view of the alternative assets 
market,” notes Bensted.

Indices are another important tool. 
Preqin has created hundreds of different 
benchmarks over time that clients can 
access and drill down to see the funds in 
those benchmarks and derive real value out 
of the data. It is, says Bensted, about giving 
clients the opportunity to compare their 
fund, or portfolio of funds, to a peer group 
of funds. 

“We are always adding new benchmarks. 
It’s about cutting up the data we work hard 
to collect into useful chunks to help industry 
participants better assess the dynamics in 
specific areas of the hedge fund market,” 
adds Bensted. n

Amy Bensted, Head of Hedge 
Fund Products at Preqin

PREQ IN
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the HFRL is able to add an even greater level 
of insight throughout the trading day,” says 
Heinz, confirming that the number of HFRL 
indices will be broadened later this year. 

Currently, the indices that are available 
include:
• HFRL Global Index (HFRLHHFR):  

Designed to be representative of the 
liquid areas of the hedge fund universe. 
It is comprised of all eligible hedge fund 
strategies falling within four principal 
strategies: Equity Hedge, Event Driven, 
Macro/CTA, and Relative Value Arbitrage. 

• HFRL Equity Index (HFRLHEDG): Designed 
to be representative of the liquid areas of 
the Equity Hedge fund universe.

• HFRL Event Driven Index (HFRLDRVN): 
Designed to be representative of the liquid 
areas of the Event Driven fund universe. 

Investor demand for hedge fund performance 
continues to grow, driven partly by the 
popularity of liquid alternatives in recent years. 
Heinz sees this growth as complementary to 
the private hedge fund space. 

“They are not competing with offshore 
hedge funds precisely because a large 
proportion of offshore fund strategies, such 
as activist strategies and distressed debt 
strategies, cannot easily be offered as liquid 
alternatives. The liquid alternatives audience 
is growing globally and that’s why we 
developed the HFRL index,” says Heinz, who, 
on winning this year’s award for the fourth 
year running, remarks:

“HFR thanks the loyal readers of 
Hedgeweek and all of the hedge fund 
managers, investors and institutions who rely 
on HFR for definitive and robust benchmarks 
of hedge fund performance every day, year 
in, year out, for over 20 years. HFR looks 
forward to serving the ever expanding 
audience for HFR indices and research as 
the industry expands in the coming years.” n

This June saw Hedge Fund Research 
broaden its suite of indices with the 
introduction of the HFRL® family of indices, 
representing the performance of liquid areas 
of the hedge fund industry. This adds to 
the existing set of HFRI, HFRX and HFRU 
indices that are used by global investors and 
allocators to benchmark their hedge fund 
performance.

“We are very excited to offer the HFRL 
Indices,” says Kenneth J. Heinz, President 
of Hedge Fund Research.  “The HFRL 
harnesses the universe of constituent 
funds from the HFRX to create an intraday 
performance benchmark, representative of 
the most liquid components of hedge fund 
industry exposure. 

“The HFRI offers data on a monthly basis. 
For the HFRU and the HFRX we provide daily 
data on a T+1 basis. The HFRL now provides 
an intraday performance reference. Investors 
can now observe the HFRL and understand 
how hedge fund performance compares to 
the market in real time. That is a quantum 
leap forward in terms of responding to what 
investors require as both useful and powerful.”

The underlying constituents for the HFRX 
are separately managed accounts offering 
position-level transparency. HFRL Indices are 
constructed using robust filtering, monitoring 
and quantitative constituent selection process 
using the HFR® Database. Such has been 
the popularity of the HFRI index series over 
the years that it has become to the hedge 
fund industry, in many ways, what the S&P 
500 Index is to the US equity market. 

With the HFRL, any positions from the 
HFRX that cannot be traded intraday are 
screened out so that only the most liquid 
components of the HFRX are used. 

‘The HFRL is basically very appealing to 
more liquid alternative investors, who generally 
receive performance data on a T+1 basis, as 

Best North American 
Index Provider

Hedge Fund Research, Inc.

Kenneth Heinz, President of 
Hedge Fund Research

HEDGE  FUND RESEARCH
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Best North American 
PR Firm (Highly Commended)

Peregrine Communications

Although Peregrine only established a US 
office in New York 14 months ago, the 
firm has been recognised by readers of 
Hedgeweek as the runner up Best North 
American Public Relations Firm for Hedge 
Funds. Peregrine CEO Anthony Payne said: 
“We have been engaged with US media 
since 2002 but it was important for us to 
be on the ground in New York, the World’s 
hedge fund capital! We are delighted that 
Hedgeweek readers have shown their 
support by voting for us and we hope we 
will deserve to be voted winner next year!”

Since opening doors in the US, Peregrine 
has worked with clients including RA Capital 
Management, Firebreak Capital, Argon 
Capital, Efficient Capital Management, 
Pine River Capital Management and Peter 
Knez’s Incapture Investments. The scope 
of the work has included messaging, US 
and international media relations, websites, 
pitchbooks, advertising, events, video and 
content writing.

Peregrine’s One-Team ethos and 
structure means that Peregrine has been 
able to deliver a comprehensive range of 
marketing services to its clients with Max 
Hilton, Michael Morales, Mirabel Mintz, 
Ermanno Mattio, Alan Pitchforth, Tom Wood, 
Adriano Nunes, Ed Dunn and Peregrine 
CEO Anthony Payne as the extended client 
service team. 

Asked why Hedgeweek readers believe 
that Peregrine has something special to offer, 
Peregrine USA Director Max Hilton said: “We 
only work with asset management firms and 
are true specialists. We can help managers 
communicate their investment edge without 
dumbing things down to a generic level. 
It is a challenge for hedge funds to work 
with communicators who do not have the 
requisite technical knowledge as they find it 
very hard to help managers focus on their 

differentiators and translate those into an 
effective investment story that works with 
different audiences, media and channels.”

“In this competitive environment, powerful 
communication around differentiators 
and thought leading content has become 
exponentially more important.  This is 
how we have been helping clients since 
2002.  We can help managers formulate 
and tell their investment story, to strongly 
communicate their edge via their marketing 
materials including websites, and via the 
specialist press. We have very strong 
relationships with key media and understand 
how best to navigate the media landscape”, 
he added.

Rob Allard, Founding Partner and CEO 
of Firebreak Capital, a Peregrine client, 
said: “Investors expect transparency at a 
minimum from funds but increasingly they 
are demanding thought leadership and 
knowledge transfer from their managers. The 
managers that embrace and implement that 
through the various mediums will be the long 
term winners.” 

In addition to start-up funds that need help 
establishing and developing brand identities, 
Peregrine works with mid-size firms that 
need to reassess their market position/
perception in order to meet their growth 
objectives, as well as firms that are looking 
to increase their European, Middle East and 
Asia marketing.

Looking ahead Payne concludes: “Since 
2002 we have focused all of our efforts and 
investment on developing a team possessing 
the range of skills and experience required 
to help asset managers build their brands by 
effectively communicating their differentiators, 
edge and value to relevant investors. I hope 
that this recognition will encourage managers 
to get in touch to explore how we can add 
to their business development plans.” n

Anthony Payne, CEO, Peregrine 
Communications
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Best North American 
Law Firm

Ruddy Law, PLLC

regulators imposing a lifetime ban on a 
broker for misconduct.  In a rebuke to the 
Securities and Exchange Commission, 
a three-judge federal panel ruled that 
regulators may not impose such a sanction 
— “the securities industry equivalent of capital 
punishment” — until having considered all 
“potentially mitigating factors” that might 
result in a lesser penalty.

In a field dominated by global law firms, 
there has been a tendency to commoditise 
the business of law in support of hedge 
funds. In that respect, as a boutique law firm, 
Ruddy Law provides an interesting alternative 
to managers who want reassurances that the 
work is handled independently rather than 
delegating it to associates – and according 
to Ruddy is often done at half the cost of the 
mega firms. Ruddy added: “At the end of the 
day, we are what existed prior to the growth of 
big law. It’s a non-complex business. We are a 
small law firm and every attorney actively gets 
his hands dirty and is involved in grinding out 
the work. The only distinction between us and 
your neighborhood lawyer is that we limit our 
practice to a certain industry.” 

Based in Washington, Ruddy Law has its 
finger on the pulse with respect to regulatory 
developments. Ruddy says the firm is 
“active” in the recent spate of insider trading 
investigations stemming from the SEC. 

On winning this year’s award, Ruddy 
comments: “We appreciate this showing of 
support by Hedgeweek’s subscribers and 
would like to thank everyone who voted for 
Ruddy Law this year.” n

The Ruddy Law Office, PLLC (‘Ruddy Law’) 
is a Washington, DC-based boutique law firm 
founded by Mark Ruddy in 2001. The firm is 
primarily comprised of former regulators with 
the SEC, NFA, and FINRA.  

Ruddy Law services a diverse range of 
clients. The firm has previously received 
distinction as a “go to” firm for hedge fund 
startups. At the same time, the practice 
serves as legal counsel to investment funds 
with over $1 billion in AUM, brokerage firms, 
venture capitalists, and entrepreneurs from 
a diverse group of industries. In the hedge 
fund space, the firm’s transactional practice 
entails investment manager registration, 
private fund formation, and work on all 
forms of industry related contracts. On the 
litigation side, the firm handles regulatory 
investigations and civil litigation. 

Mark Ruddy founded the firm as a 
solo practitioner after having worked as a 
regulator at the National Futures Association, 
and at a SEC registered investment adviser. 
The firm has since grown organically to a 
handful of attorneys. This past year Ruddy 
Law has continued its personnel growth. 
In June, the firm welcomed attorney James 
Gregory, bringing more than 40 years 
of experience to the table. In addition 
to his role with the firm, Gregory is an 
equity partner in the Global Environment 
Fund, an international private equity firm 
headquartered in Washington DC where he 
previously served as general counsel and 
chief compliance officer. “Jim’s addition to 
the firm gives us a much greater ability to 
serve clients on physical commodity deals, 
private equity deals, and international tax 
matters” noted Ruddy.

In recent years, the firm’s attorneys have 
had success with some notable cases. 
Noteworthy is attorney Steve Berk’s having 
won a landmark appellate case for an 
individual that pertained to US securities 

Mark Ruddy, Founder, Ruddy 
Law

RUDDY LAW

“We appreciate this showing 
of support by Hedgeweek’s 
subscribers and would like 
to thank everyone who voted 
for Ruddy Law this year.”
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– The Funds of Funds model is also more 
in demand in the US than in Europe, 
which, again is a sign of a different 
industry structure as far as investors 
are concerned: as European pension 
funds are getting more sophisticated in 
their approach to alternative investment 
and to build in-house expertise, FoFs 
become less in demand. On the 
contrary, US investors are still using this 
model, albeit in a different way. This 
is not new; we explained it in greater 
details in a previous article10 but we 
wanted to mention it again here for the 
sake of completeness. 

• Approach to emerging managers – We 
previously highlighted a trend towards 
consolidation among hedge funds, as the 
industry matures. This has applied both 
in Europe and in the US, where “The 
average size of the North American hedge 
fund closed since 2008 stands at US$72.6 
million with over 80% of these dead funds 
having an AUM of less than US$100 
million”. Assets that left smaller funds 
appear to have been redeployed, hence 
making larger funds even larger. 

Having said that, we previously 
explained how the appetite for emerging 
funds tended to concentrate around 
investors who have a long term horizon 
and a relatively high ability and willingness 
to take risk. It must be said that these 
investors are often to be found more 

however it is also true that if the manager 
wants to exit a long position quickly, the 
long-only product will still be a burden. 

All in all, the resurgence in popularity 
for long-only products is the result of a 
combination of factors, which are both 
contingent – market movements – and 
structural – specificities of the US investors’ 
landscape. 

In fact, the latter constitute one of the 
driving forces behind the structure of this 
industry, and, as such, it explains some of 
the more persistent differences between the 
US and the European markets. 

The investors’ landscape is different in 
US and Europe
We previously spoke about differences 
in liquidity preferences between US and 
European investors, and about the approaches 
to the question of investing in funds managed 
by emerging managers. This time again, we 
look at these two questions, in turn: 
• Liquidity – It is a well-known fact that 

US investors demand less liquidity that 
their European counterparts, and this is 
reflected in the offering coming from either 
continent: 
– Dr Black has explained that “liquid 

alternatives currently hold assets worth 
a total of $600 billion, split between 
Europe and the US, versus $2.9 trillion 
for the conventional hedge fund model”. 
According to him, “liquid alts are 
continuing to grow assets, both in ‘40 
Act and UCITS form”, and “depending 
on how you count, this market is 
as large as $600 billion worldwide”. 
While this is factually correct, it is 
interesting to highlight the difference 
between the types of investors who 
buys those products in the US and in 
Europe, respectively: it appears that 
the ‘40 Act funds are a way of making 
hedge fund-like products available to 
retail investors, whereas the boom in 
UCITS products is more the result of 
European institutional investors wanting 
to manage risk differently. So, in spite 
of the “raise of the liquid alt” on both 
continents, these are for different 
purposes and the trend does not 
contradict the fact that differences in 
liquidity requirements are persisting. 
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alike “avoided” each other in the recent 
period, with a high proportion of US hedge 
funds not registering with EU regulators 
and deciding to rely on reverse solicitation 
or wait on the sidelines, concentrating 
instead on their home markets13. As the full 
impact of the regulatory changes unfolds, 
we expect this situation will evolve towards 
more established solutions. 

In the US as in Europe, the hedge fund 
industry is at an interesting time of its 
history: as it keeps evolving, new business 
opportunities will arise and materialise. Given 
the strength of their model and ongoing 
dynamism, US hedge funds are well placed 
to turn the current challenges to their 
advantage. 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 
an Alumna of St Antony’s College, Oxford. 

Footnotes:
1. www.hedgeweek.com/2014/06/18/205027/

are-us-hedge-funds-going-flow-mature-market-
adapting-and-expanding and www.hedgeweek.
com/2013/06/23/186344/are-us-hedge-funds-more-
attractive-tale-two-markets

2. www.eurekahedge.com
3. www.hedgeweek.com/2015/04/07/221016/resurgence-

european-hedge%C2%A0fund-industry
4. www.eurekahedge.com 
5. $4 billion
6. www.hedgeweek.com/2015/02/25/218769/annual-

hedge-fund-investor-survey-what-evolving-investor-
landscape-means-emerging- 

7. So did we in our last investor survey: www.hedgeweek.
com/2015/02/25/218769/annual-hedge-fund-investor-
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00144feab7de.html#axzz3ZjfJoPxg

in the US than in Europe, with large 
university endowments leading the pack. 

The sizes of hedge funds across both 
continents – break even levels, barriers 
to entry – not only have to do with 
demand; these days, it is much influenced 
by regulations, which have happened 
concurrently but have adopted different 
approaches across both sides of the Atlantic. 

Regulatory frameworks and market 
fragmentation
This year, investors who usually talk to us 
have had less exposure to US hedge funds 
than in the previous years. While this lack 
of information is somewhat problematic 
when one is doing some research about the 
topic, it is actually telling in itself: the usual 
respondents have made it amply clear that 
the primary reason for the lack of cross 
border communication was Europe’s AIFMD. 

Regulatory obstacles have had several 
consequences, in ways that are not always 
symmetrical: 
• Dr Black 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. 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.” 
This argument contributes to explaining 
the tendency to consolidate within the 
hedge fund industry, which we mentioned 
above. This is impacting hedge funds 
globally. 

• In the aftermath of the AIFMD’s entry 
into force, several trends are emerging. 
We had previously reported that some 
investors had decided to stay away from 
hedge funds temporarily as a result of the 
marketing rules remaining unclear under 
the new framework11, and then, a year later, 
that some investors had decided to come 
back to the space in spite of the persisting 
lack of clarification12. Facts confirmed our 
predictions, particularly in so far as cross-
border transactions were concerned: US 
fund managers and European investors 
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