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2015 Performance Update: CTAs
This month, Christopher Beales takes a look at the recent performance of CTAs and how specific events have
resulted in falling CTA fund returns.

Fig. 1: 2015 Net Monthly Returns (As of October 2015)
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Despite a strong start to 2015 for CTAs in Q1, commodity market
conditions have made return generation difficult for fund managers
over much of the rest of the year to date. Oil production levels from
US shale and OPEC operations resulted in the price of oil dropping
to record lows. As the world’s leading metal consumer, decreases
in China’s demand for ‘early stage’ metals caused a fall in steel,
iron ore and copper prices. US natural gas prices plunged to their
lowest levels since April 2012 on the back of large reserves, and a
mild start to the 2015 winter has also resulted in reduced demand.
Commodity market conditions have therefore rippled through the
corporate world, with oil giant BP’s total third-quarter revenue
dropping to $55.9bn in 2015 compared with $94.8bn the previous
year. Furthermore, Glencore suffered one of the worst trading days
in FTSE 100 history, as the firm’s share price dropped 29% amid
concerns regarding commodity prices and the uncertain future of
Chinese growth. These events have all impacted the performance
of CTAs.
In 2014, CTAs generated their highest annualized return (+10.85%)
since 2010 (+15.70%). The run of positive performance continued
into 2015, and the Preqin All-Strategies CTA benchmark added
4.29% in Q1 2015. However, as shown in Fig. 2, the second quarter

Fig. 3: Cumulative Returns of CTAs, Funds of CTAs, Hedge
Funds and S&P 500 Index, January 2015 - October 2015
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Systematic CTAs’ strong start to 2015 resulted in cumulative
gains of more than 5.00% by March (Fig. 4). However, negative
returns over of the majority of the year so far has left the 2015
cumulative return underwater and, as of 31 October 2015, the
Preqin Systematic CTAs cumulative benchmark return is -1.48%.
Although the losses of discretionary CTAs have been smaller
than their systematic counterparts, the Preqin Discretionary CTAs
benchmark is also in negative territory for 2015 YTD (-0.07%).
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Fig. 2: Performance of CTAs, Funds of CTAs and Hedge
Funds

of the year was the most difficult for CTAs, with these funds making
losses of 3.74%. All leading CTA benchmarks – funds of CTAs,
systematic CTAs and discretionary CTAs – posted negative returns
over this quarter; the third-quarter return was also in negative
territory. As of October 2015, Preqin’s Hedge Fund Analyst shows
that the All-Strategies CTA benchmark is negative for 2015 YTD,
making a loss of 0.39%, behind the Preqin All-Strategies Hedge
Fund benchmark (+2.45%). The strong performance of hedge
funds (+2.07%) in October has taken the 2015 YTD return to
nearly three percentage points higher than that of CTAs – which in
comparison posted -0.61% – representing the benchmark’s sixth
monthly loss of the year.
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© 2015 Preqin Ltd. / www.preqin.com

CTA Update

Fig. 4: Cumulative Returns of Discretionary and Systematic
CTAs, January 2015 - October 2015

Fig. 5: 12-Month Rolling Volatility of CTAs, Funds of CTAs,
Hedge Funds and S&P 500 Index
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Fig. 6: 12-Month Rolling Returns of CTAs and Funds of CTAs
(As of 31 October 2015)
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Fig. 7: Net Returns of Top Performing CTAs, 2015 YTD (As of
31 October 2015)
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Fig. 8: Five-Year Correlation of CTAs to Hedge Funds and S&P 500 Index
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CTA Launches and Inflows
Alastair Hannah takes a detailed look at CTA launches, different trading methodologies, strategies and markets
traded, as well as providing an outlook for the rest of the year.
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At the start of 2015, Preqin noted that demand for CTAs from
investors would be relatively small in the year ahead. Our H1 2015
Investor Outlook, based on interviews with over 300 investors,
showed that just 14% of CTA investors planned to increase
their allocations over 2015, with 10% planning to decrease their
exposure. However, CTAs witnessed modest inflows of $6.4bn
during H1 2015 with 45% of existing CTAs showing net inflows
in Q2, a greater proportion than hedge funds (41%). Despite this,
concerns over the performance of the sector remain. Preqin’s
mid-year investor surveys showed that 80% of investors were
dissatisfied with systematic CTA performance over the first half
of the year, while 73% were dissatisfied with discretionary CTA
performance.

160

Proportion of All Fund Launches

Fifty CTAs have launched in the first nine months of 2015 to 30
September (Fig. 1). Although the number of funds launched this
year is likely to grow as managers bring new funds to market in
the final quarter, and also due to more data becoming available,
2015 looks set for the fewest CTA launches since 2006. Similarly,
the proportion of CTAs launched, as a fraction of all hedge fund
products incepted each year, has decreased to its lowest level
since 2006, at 9% as at 30 September 2015.

Fig. 1: Breakdown of CTA Fund Launches by Number and
Proportion of Total, 2000 - 2015 YTD (As at 30 September
2015)
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Systematic-only strategies dominate the CTA industry; however,
the proportion employing a systematic methodology has fallen
over the last year (Fig. 2). From 2008 to 2012, systematic

strategies accounted for an increasing proportion of funds’ trading
methodologies, from 51% to 78% respectively. A sustained bull
market and a reduction in volatility in global markets since 2009
has sometimes challenged the effectiveness of the systematic
trading method, which relies heavily on large price movements and
wide bid/ask spreads on securities. So far, 2015 has witnessed a
reduction in the number of CTAs utilizing pure systematic strategies
and growth in the amount using either a mixture of discretionary
and systematic strategies, or a pure discretionary approach (Fig.
2). As at September 2015, 14% of new CTA launches this year
employ a combination of both discretionary and systematic trading
strategies – the largest proportion of funds using both strategies
since 2009 – as portfolio managers in the sector seek enhanced
flexibility.

Fig. 2: Breakdown of Trading Methodology Employed by
CTA Funds, 2008 - 2015 YTD (As at 30 September 2015)

Fig. 3: Breakdown of Strategies Employed by CTA Funds
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As a result, CTAs are operating in a challenging environment with
a fall in commodity prices, poor performance and declining investor
sentiment. The decline in new fund launches may be a result of
fund managers focusing on existing products before taking new
funds into the currently troublesome market.

Strategy
Source: Preqin Hedge Fund Analyst

© 2015 Preqin Ltd. / www.preqin.com

Download Data

CTA Launches and Inflows

70%

67%
60%

60%

54%

52%

52%

50%

43%

43%

40%

36%
29%

30%
20%
10%

Meats

Softs

Interest
Rates

Bonds

Metals

Grains

0%

Energy

CTAs exist as a true alternative to traditional products, offering
an effective hedge against difficult economic environments and
market downturns. The poor performance of the sector in the
years of the bull market has hit investor confidence in the asset
class, and it has become increasingly difficult for CTAs to raise
capital. In 2015, we have seen relatively few new launches in
the managed futures sector, as fund managers focus on existing
products or other strategies. The current market environment,
however, may re-establish the value of CTAs as a non-correlated
asset within diversified portfolios, to add some downside protection
for investors. In turn, we may see renewed launch activity in this
space.
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Fig. 4: Top Futures Markets Traded by CTA Funds
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Fig. 3 shows that the majority of CTAs (64%) use a trend-following
strategy. With commodity prices suppressed, CTAs can still use a
wide range of other assets, offering diversification and an effective
hedge for investors within a portfolio otherwise strongly correlated
to traditional markets. Currency markets remain the dominant area
of focus for the majority (67%) of CTAs (Fig. 4), with stock indexes
the second most common market traded by CTAs.
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Fig. 5: Mean Liquidity, Fees and Investment Terms and Conditions for CTAs vs. Hedge Funds
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Institutional Investor Activity in CTAs
Joseph Lee and Mark Cunha take a look at the activity of investors in the CTA space in light of recent investor
dissatisfaction over poor returns in 2015, and examine which investor types are most interested in making CTA
investments.

Despite low single-digit returns – excepting 2014 – since 2011 and
negative returns in 2015 YTD, CTAs continue to hold a space in
many investor portfolios. Today, over 1,050 institutional investors
actively invest in CTAs – an increase from 1,018 at the same time
in 2014 (Fig. 1). In fact, the number of institutional investors active
in CTAs has been rising annually since 2008. The strategy’s ability
to protect assets during periods of rising asset class correlations
or volatile investment climates, as proved in 2008, is attractive to
investors. However, investor sentiment for managed futures has
been rather tepid in 2015; at the start of the year only 14% of
investors in these funds planned to increase their exposure, and
in turn inflows have been relatively small ($6.4bn) in the first half
of the year.
Approximately 44% of funds of hedge funds express an interest
in CTAs (Fig. 2). Large institutional investors such as sovereign
wealth funds (31%) and public pension funds (29%) also show a
relatively stronger appetite for CTA strategies compared with other
investor groups. These investors will have significant portfolios of
funds, in dollar terms, compared with many other investors, and
favour a diversified approach to investment in hedge funds. At
the opposite end of the scale, family offices and endowments are
among the most long-term, experienced investors in hedge funds,
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but display considerably less of an appetite for CTAs. Just 13% and
11% of endowment plans and family offices respectively currently
have a preference for CTA investments.
Europe-based investors show the greatest appetite for investment
in CTAs: currently, 27% of investors in the region consider
investment in the strategy (Fig. 3).
Even though the number of investors interested in CTAs continues
to grow, investors have expressed prolonged dissatisfaction with
the performance of the strategy. Managers of these strategies will
have to adapt to meet growing investor demands originating from a
larger and more diverse set of institutions, as well as proving their
worth longer term to gain capital inflow.
Fig. 3: Breakdown of Institutional Investors with a Preference
for CTA Funds by Investor Location
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Fig. 1: Number of Institutional Investors in Hedge Funds
Actively Investing in CTA Funds, 2008 - 2015 YTD
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While CTA fund managers battle tough market conditions, investors
in the strategy will be hoping the sector can return to the positive
performance it posted in 2014. Although the wider hedge fund
industry saw poor performance in 2014, CTAs posted positive
returns, generating 10.83% for the year – the strategy’s best
annual return since 2010. However, the first half of 2015 proved
difficult, in which first-quarter gains were all but wiped out, leading
to investor dissatisfaction with CTAs. Preqin’s H2 2015 Investor
Outlook reveals that 80% and 73% of investors in systematic and
discretionary CTAs respectively felt these funds had not met return
expectations.
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A Greater Emphasis on
Substance
Geoff Cook,
Chief Executive, Jersey Finance
Recent years have seen International Finance Centres (IFCs)
having to contend with a growing raft of global regulation and
international policy initiatives.
As well as tax information reporting initiatives coming into play via
the OECD through the Common Reporting Standard and via the
US through FATCA, professionals in the funds space in particular
have also had to assess the detail of the EU Alternative Investment
Fund Managers Directive (AIFMD).
Nevertheless, macro trends continue to suggest that those IFCs
that specialize in funds business and that can demonstrate a
mature, appropriate and nimble response to regulatory and market
changes have the opportunity to play an increasingly important role
in global fund structuring.
Estimates indicate, for instance, that the global asset management
industry will grow to in excess of $100tn within the next five years
and that alternative investments specifically will exceed $13tn
(‘Asset Management 2020’, PwC). Emerging markets in particular
are witnessing growth in wealth and wealth creators, and this is
driving the demand for sophisticated investment support across the
globe including across the alternative asset classes.
Further, a shifting business environment for fund managers and
recent recommendations from the OECD relating to Base Erosion
and Profit Shifting (BEPS) are prompting some consideration
among hedge fund managers of where to domicile both themselves
and their funds. With this in mind, the feeling is that Jersey’s
commitment to transparency initiatives and its standing as a
jurisdiction of substance is likely to have a positive impact on its
long-term future as a funds domicile.
Against this backdrop, Jersey’s funds industry has continued to
perform well. The latest figures (June 2015) show that the net asset
value (NAV) of regulated funds being administered in Jersey grew
9% year-on-year to stand at £218.7bn, the third highest level since
2009.
The alternative asset classes, which account for around 70% of
Jersey’s total funds business, continued to do particularly well,
with total alternatives business including hedge as well as private
equity, real estate, infrastructure and debt funds growing annually
by 15%. Fundraising through Jersey, by both established and new
promoters, has been very active again in 2015 with lots of new
funds coming close to launch.
Market Access
There are a number of reasons for this ongoing success. Jersey
has without doubt benefitted from being subject to more certain
economic, political and regulatory conditions in recent years than
other fund domiciles specializing in alternative fund servicing,
reflected in its AA+ rating by Standard and Poor’s.
8
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Moreover, although a proven supporting domicile to a growing
number of the world’s best-known asset managers, Jersey is not,
and does not hold itself out as, a ‘volume player’. Its success is not
built on aggressive leveraging of economies of scale, but is rooted
in its focus on high-end fund business reliant on stability, reliability,
flexibility and user-friendliness, and this is having a positive impact
in attracting high-quality hedge fund business.
In addition, a key issue in recent years has been that of market
access, particularly in Europe, and Jersey is incredibly well
positioned in this respect. Utilizing National Private Placement
Regimes (NPPRs) through Jersey to access Europe is working
incredibly well, with being able to access the continent remaining
important. Hedge funds with a European focus increased from
representing 1% of launches in the second quarter of 2015 to 6%
in Q3 (Preqin Quarterly Update: Hedge Funds, Q3 2015).
As at June 2015, according to figures from Jersey’s regulator the
Jersey Financial Services Commission, 84 Jersey fund managers
had received private placement authorization from the JFSC,
and 205 Jersey funds were being marketed in Europe through
NPPRs. It is clear that the private placement option is giving
hedge fund managers a welcome element of flexibility, without the
complications and costs of reporting under full AIFMD ‘passporting’
compliance.
Further, with ESMA recommending in July that Jersey should in
due course be granted the EU-wide passport option, managers
can be confident that the optionality Jersey offers stands them in
good stead. There’s no doubt that being approved so early in the
process has given Jersey a great level of comfort and certainty as
to its long-term sustainability.
Recent announcements from ESMA clarifying that the passport
and NPPR will run in parallel with the passport once granted
for three years will provide real added confidence. Other nonEU centres will have to play the waiting game until 2016 at the
earliest to be assessed and then see if they too receive ESMA’s
recommendation.
Meanwhile, Jersey’s ability to offer a ‘rest of the world’ regime
outside the scope of the AIFMD has also positioned it strongly
and uniquely as a European time-zone jurisdiction that can cater
for funds targeting both assets and investors in non-EU growth
markets.
This is particularly pertinent against the backdrop of global shifts
in wealth around the world to emerging markets, with investors
in markets stretching from the US to the Middle East to Asia
increasingly seeking efficient means of deploying investment
capital into diverse areas and markets. This is absolutely a trend
Jersey is witnessing and poses some significant opportunities for
alternative managers using the jurisdiction.
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Equally, hedge fund managers based in Europe fell to representing
18% of launches in the third quarter of this year from 22% the
previous quarter, reflecting the activity there is among managers in
non-EU markets (Preqin, October 2015) and the potential there is
for Jersey to support them in their global strategies.

For example, tax changes in the UK relating to fund management
and performance fees and whether they be treated for tax
purposes as capital gains (28%) or income (up to 45%) are
causing some uncertainty, while non-domiciled individuals have
seen a considerable change in their UK effective tax rate with the
introduction of carried interest legislation.

Relocation
These ongoing strengths are good news for hedge fund managers
currently using or considering using Jersey, but a number of
additional developments are putting the issue of ‘substance’
increasingly at the heart of the decisions being made by managers,
and these developments are likely to make Jersey’s appeal even
stronger.
It is notable, for instance, that far from the AIFMD causing a
movement away, the trend evidenced in Jersey has been one of
building significant future management substance and a number
of recent and high-profile manager relocations have demonstrated
the clear substance that exists in Jersey. The confidence managers
such as Brevan Howard and BlueCrest are having in Jersey is
extremely welcome, while the jurisdiction is now home to around
125 fund promoters, up from 70 five years ago, at least 24 of these
managing in excess of $1bn.
While the AIFMD brought the issue of substance into the spotlight,
the 15-point action plan since set out by the OECD as part of the
BEPS agenda is likely to result in further fundamental changes
to international tax standards. Its scope is broad and means that
hedge fund managers may well be impacted to some extent.
The action points related to substance will place a greater
emphasis on managers being able to demonstrate substance in
the jurisdictions in which they operate. There is also likely to be
an impact arising from changes in the approach of tax authorities,
and as a result fund managers can expect greater scrutiny of their
activities, particularly those that benefit from access to Double
Taxation Agreements.
With substance having long been a major factor in the success of
Jersey’s finance industry, and in light of both the AIFMD and the
BEPS initiative, the jurisdiction is well placed to meet these sorts of
challenges around fund management activity.
In fact, the recommendations emerging from the BEPS project
are likely to provide significant opportunities where Jersey is
concerned. Hedge fund managers could benefit hugely from
relocating to Jersey as they factor BEPS into the other benefits
of the jurisdiction, such as tax transparency and its stance on the
AIFMD.
Jersey can boast, for instance, a very healthy corporate governance
ratio set against its 1,300 or so regulated funds, while other
jurisdictions may well find themselves needing to reconfigure their
operating model. In addition, with managers needing to demonstrate
that they maintain genuine responsibility for their portfolio or risk
management functions, the unrivalled network of service provider,
custody, tax and legal support available in Jersey with decades
of alternative asset management experience and expertise will be
hugely beneficial in supporting managers’ needs to organize and
evidence their enhanced governance arrangements.
Away from BEPS, recent months have also seen sizeable changes
in the UK taxation treatment of hedge fund managers and this too
is prompting managers to rethink where they are located.
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Combined, these changes mean not only that tax rates will inevitably
rise, but that the taxation of aspects of a fund is becoming more
complex, leaving fund managers reviewing the potential impact.
Given that Jersey provides a simple and attractive tax environment,
with no capital gains tax and a dedicated regime for ‘high-value
residents’, it has a very clear edge as a result of these changes.
Moreover, being close to the main hedge fund hubs in the UK and
Europe but outside of the EU has given rise to the expectation that
greater numbers of managers will relocate to the jurisdiction in the
coming months, a trend already manifesting itself.
Long Term
In an increasingly complex landscape where substance will
undoubtedly grow in importance for managers, Jersey has
positioned itself strongly not only as a preferred hedge fund
servicing centre in Europe but also as an ideal choice for fund
management too.
With the shifting environment prompting hedge fund managers to
reassess their location options, Jersey is finding that its business
proposition, with its tried and tested hedge fund experience and
robust business and communications infrastructure – including
the roll-out of an island-wide fibre optic network – making Jersey
one of the best-connected places in the world for high-speed data
transfer, is increasingly fitting the bill.
At the same time, the personal quality of life it offers managers is
also proving attractive. Jersey benefits from a first-class education
and health service, a quality of life that is second to none, and a
stock of housing that ranges from country houses to cutting edge
urban developments, all within a one-hour flight from London.
This overall package is providing a compelling proposition for
asset managers who, in today’s persistent turbulent markets and
uncertain environment, are increasingly drawing on Jersey to
ensure they can continue to tap into and generate solid returns for
their discerning investors in the long term.
Jersey Finance
Jersey Finance is run as a not-for-profit making organisation
and was formed in 2001 to represent and promote Jersey as
an international financial centre of excellence. It is funded by
members of the local finance industry and the States of Jersey
government, and has offices in Hong Kong and Abu Dhabi, a
Launchpad office in Shanghai, and representation in London,
Mumbai and Delhi.
Geoff Cook joined Jersey Finance as CEO in January 2007
and is responsible for promoting the finance industry of Jersey
around the world. Previous to his role at Jersey Finance, he
was Head of Wealth Management for HSBC Bank Plc, based
in London.
www.jerseyfinance.je
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Editor’s View - Industry News

News

Download Data

Editor’s View - Industry News
In our feature articles this month, Preqin takes a closer look at the CTA space, examining the performance of the
sector in 2015, current investor sentiment and the CTA fund universe. Here, we provide a round-up of the latest
happenings in the CTA universe, based on first-hand information gathered by the Preqin research team.

Investor Searches

Fund of CTAs manager Institute for Financial Research (IFR) will
be looking to add new funds to its portfolio over the next 12 months.
The CHF 144mn investor will be targeting up to five new hedge
funds, and will consider macro funds as well as CTAs.
New CTA Launches
Kaleidoscope Capital launched its debut CTA strategy on 1 October
2015. The Kaleidoscope Prism Fund, which is available both as a
Delaware-domiciled limited partnership and an offshore Cayman
Islands vehicle, will pursue a global macro managed futures strategy
making relative value investments across a range of markets and
assets. It is managed by Nick Nanda, a previous portfolio manager
in the asset allocation group of GMO, and Kai Wu, previously a
quantitative researcher at GMO.
Another CTA program launched on 1 October is Systematic Alpha
Short-Term Directional Program. This is a trend-following and
momentum-focused CTA. The systematic models employed by
the program were initially developed as part of Systematic Alpha
Management’s existing multi-strategy program; the strategy will be
available via managed accounts.
Top Performing CTAs in 2015
Among the top performing funds over 2015 is Da Vinci K² Tachyon
Fund - EUR Class M, which has generated 83.77% YTD. The
CTA is believed to be the first fund to use algorithms to identify
economic indicators taken from news feeds in order to initiate
trades systematically.
Another top performing fund over the year is Quaesta Capital v-Pro
Dynamic - GBP P. The $195mn CTA has made gains of 43.31%
over the course of the first 10 months of 2015. The fund is managed
by Switzerland-based Quaesta Capital, founded in early 2005.

Change in AUM by Hedge Fund Managers
Chart of the Month: Reported Change in Assets under
Management by Hedge Fund Managers, 2014 vs. 2015 YTD
100%
90%

Proportion of Fund Managers

RPM Risk & Portfolio Management, the $500mn fund of hedge
funds manager, is looking to invest in up to six new managers over
the next 12 months. The Sweden-based firm invests all of its capital
in liquid global macro strategies and CTAs; it will maintain this focus
in the year ahead when searching for new funds.

80%
59%

70%

Increased

70%
60%

Stayed the
Same

50%

Decreased
40%
18%

30%
9%
20%
10%

21%

23%

2014

2015 YTD

0%

Source: Preqin Hedge Fund Analyst

The Chart of the Month is taken from our forthcoming 2016
Preqin Global Hedge Fund Report, due in January 2016. The
Preqin team is currently busy speaking to institutional investors
and fund managers to find out more about their experience in
the sector during 2015, and their outlook for the year ahead, in
order to produce our definitive guide to the hedge fund industry.
If you would like to register your interest in the report, or find
out more about how you can participate, please email us at:
info@preqin.com.
The chart is based on our surveys of fund managers conducted
at the end of 2014, and are currently underway for our 2016
Preqin Global Hedge Fund Report. The chart draws on
reported changes in assets under management (AUM) by hedge
fund managers in 2014 and 2015. Similar to 2014, the majority
of fund managers reported that their AUM had increased over
the course of 2015. However, there has been a notable drop of
11 percentage points in the proportion of fund managers noting
an increase in assets over 2015 compared with 2014 (59% and
70% respectively). In addition, there has been a small increase
in the number of managers reporting that their assets had
decreased over the period. Although the news is largely positive
for the sector, as the industry continues to grow and more than
half of all managers have reported inflows over the year, an
increasingly large group of fund managers have found it difficult
to retain assets as well as raise new capital.

Do you have any news you would like to share with the readers of Spotlight?
Send your updates to spotlight@preqin.com and we will endeavour to publish them in the next issue.
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More from Preqin

New Hedge Fund Research

Download Data

More from Preqin:
New Hedge Fund Research
In addition to our monthly Spotlight newsletters and publications, Preqin also publishes special reports and daily
blogs covering all alternative asset classes. Read on to see what’s new from Preqin this month.

Preqin Special Report: Natural Resources - November 2015
2015 has been a challenging year for the wider natural resources industry with low commodity prices
holding the headlines. Despite this, new natural resources funds are continuing to come to market and
successfully raise capital, with closed-end natural resources funds having raised a total of $54bn in 2015 to
date, close to the peak of $61bn raised in 2013. Investors are also paying more attention to the asset class
as they seek to diversify their investment portfolios; they are increasingly viewing natural resources not as
a singular asset class but as a diverse collection of real assets. In Preqin Special Report: Natural Resources,
released to coincide with our newly launched Natural Resources Online service, we take a closer look at
this growing sector.

Content Includes:

Fundraising

Preqin Special Report:
Natural Resources
November 2015

Natural resources
fundraising nears record
levels in 2015.

Regional Focus
Majority of capital secured
for natural resources
investments is focused on
North America.

Investors
Energy funds are the most
sought-after strategy
among institutional
investors in natural
resources funds.

Strategies in Focus
Plus, a detailed look at the
following strategies:
•

Energy

•

Agriculture/farmland

•

Metals & mining

•

Timberland

alternative assets. intelligent data.

To download the report for free, please click here.
For more information on our new Natural Resources Online database, please visit:
www.preqin.com/NRO

More New Research
2015 Preqin Alternative Assets
Performance Monitor

Preqin Quarterly Update:
Hedge Funds, Q3 2015
The Q3 2015

The 2015 Preqin Alternative Assets
Performance Monitor

Preqin Quarterly Update
Hedge Funds
Insight on the quarter from the leading provider of alternative assets data

Content includes...
Performance
Update
Worst quarterly return for
hedge funds since Q3 2011.

Hedge Fund
Launches
Growth seen in the liquid
alternatives space.

Fund Manager
League Tables
The largest hedge fund
managers by AUM.

A comprehensive guide to the performance of alternative assets

Fund Searches
A look at the strategies and
regions investors plan to
target in the year ahead.

ISBN: 978-1-907012-84-6
$175 / £105 / €145
www.preqin.com

alternative assets. intelligent data.
alternative assets. intelligent data.

The 2015 Preqin Alternative Assets Performance Monitor
provides unrivalled insight into the performance of alternative
assets funds, analyzing performance data for over 20,500
funds. Bringing together extensive data from Preqin’s
industry-leading online products, the Performance Monitor
offers detailed statistics, league tables, charts and analysis of
performance across the alternative assets industry.

Following three months of negative returns, the third quarter
of 2015 saw the Preqin All-Strategies Hedge Fund benchmark
post a loss of more than 4%, the benchmark’s worst quarterly
return since Q3 2011. Investor satisfaction with returns has
fallen to its lowest level since December 2012.

Download a copy

Download a copy

For more free research from Preqin available to download now, please visit our Research Center.
Already a member? Login for access to Research Center Premium.
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Preqin Global Data Coverage

As of 4 November 2015

alternative assets. intelligent data.

46,940

Fund Coverage:

Funds

925 Infrastructure Funds

18,208 Private Equity* Funds

Firm Coverage:

22,545

5,410 PE Real
Estate Funds

19,259 Hedge Funds

Firms

466 Infrastructure Firms

9,526 PE Firms

3,036 PERE
Firms

7,955 Hedge Fund Firms

Performance Coverage:

21,125

1,388
PERE
Funds

12,734 Hedge Funds

17,991

855 Private Debt
Firms
707 Natural
Resources Firms

Funds (IRR Data for 6,086 Funds and Cash Flow Data for 2,948 Funds)

6,119 PE Funds

Fundraising Coverage:

1,855 Private Debt
Funds
1,283 Natural
Resources Funds

195 Infrastructure
689 Private Debt

Funds Open for Investment/Launching Soon

Including 2,930 Closed-End Funds in Market and 331 Announced or Expected Funds
2,056 PE
Funds

Deals Coverage:

969
PERE
Funds

14,210 Hedge Funds

148,201

Deals Covered; All New Deals Tracked

43,908 Buyout Deals**

Investor Coverage:

259 Infra. Funds
253 Private Debt Funds
244 Natural Resources
Funds

11,685 Infra. Deals

92,608 Venture Capital Deals***

13,555

Institutional Investors Monitored,

Including 9,531 Verified Active**** in Alternatives and 99,906 LP Commitments to Partnerships
5,020 Active Hedge
Fund Investors

6,121 Active PE LPs

5,068 Active RE LPs

Alternatives Investment Consultant Coverage:

515

Consultants Tracked

Fund Terms Coverage: Analysis Based on Data for Around

12,660

Best Contacts: Carefully Selected from Our Database of over

Funds

338,153

Active Contacts

e
The Preqin Differenc

Plus
Comprehensive coverage of:
- Placement Agents
- Fund Administrators
- Law Firms
- Debt Providers

1,733 Active Private
Debt Investors
1,269 Active Natural
Resources Investors

2,554 Active
Infra. LPs

- Dry Powder
- Compensation
- Plus much more...

- Over 200 research, support and development staff
- Global presence - New York, London, Singapore, San
Francisco and Hong Kong
- Depth and quality of data from direct contact methods
- Unlimited data downloads
- The most trusted name in alternative assets

New York: +1 212 350 0100 | London: +44 (0)20 3207 0200 | Singapore: +65 6305 2200 | San Francisco +1 415 316 0580 | Hong Kong +852 3958 2819

www.preqin.com
*Private Equity includes buyout, venture capital, distressed, growth, natural resources and mezzanine funds.
**Buyout deals: Preqin tracks private equity-backed buyout deals globally, including LBOs, growth capital, public-to-private deals, and recapitalizations. Our coverage does not include private debt and mezzanine deals.
***Venture capital deals: Preqin tracks cash-for-equity investments by professional venture capital firms in companies globally across all venture capital stages, from seed to expansion phase. The deals figures provided by Preqin are based on
announced venture capital rounds when the capital is committed to a company.
****Preqin contacts investors directly to ensure their alternatives programs are active. We emphasize active investors, but clients can also view profiles for investors no longer investing or with programs on hold.

Performance

Preqin Performance Benchmarks

Download Data

Preqin Performance Benchmarks
October 2015
Fig. 1: Summary of Preliminary October 2015 Performance Benchmarks (Net Return, %)*
Benchmark Name
Hedge Funds
HF - Equity Strategies
HF - Event Driven Strategies
HF - Relative Value
HF - Macro Strategies
HF - Multi-Strategy
HF - Credit Strategies
Activist
Volatility
Discretionary
Systematic
HF - North America
HF - Europe
HF - Asia-Pacific
HF - Developed Markets
HF - Emerging Markets
HF - USD
HF - EUR
HF - GBP
HF - JPY
HF - BRL
HF - Emerging (Less than $100mn)
HF - Small ($100-999mn)
HF - Medium ($500-$999mn)
HF - Large ($1bn Plus)
Funds of Hedge Funds
FOHF - Equity Strategies
FOHF - Macro Strategies
FOHF - Multi-Strategy
Funds of CTAs
FOHF - USD
FOHF - EUR
Alternative Mutual Funds
UCITS
UCITS - Equity Strategies
UCITS - Relative Value
UCITS - Macro Strategies
UCITS - USD
UCITS - EUR
CTAs
Discretionary
Systematic
CTA - USD
CTA - EUR

Oct-15
2.07
3.12
1.49
1.04
0.35
1.52
0.45
2.18
2.55
2.31
1.78
2.53
1.13
3.54
1.39
1.72
2.15
1.02
1.24
1.28
0.53
2.49
1.71
1.32
1.71
1.15
2.36
0.56
0.30
-1.74
1.36
1.21
2.36
2.02
2.90
0.55
1.09
1.86
2.10
-0.61
0.30
-0.44
-1.04
1.05

*Please note, all performance information includes preliminary data for October 2015 based upon
net returns reported to Preqin in early November 2015. Although stated trends and comparisons
are not expected to alter significantly, final benchmark values are subject to change.

Sep-15
-1.26
-1.97
-1.53
0.02
-0.44
-0.60
-0.68
-1.00
-0.60
-1.59
0.29
-2.23
-0.85
-0.20
-0.82
-0.62
-1.55
-0.94
-0.61
-1.30
0.21
-1.21
-1.48
-1.14
-0.72
-1.41
-2.14
-1.06
-1.26
1.71
-1.71
-1.50
-1.44
-1.23
-1.54
-0.64
-1.11
-1.44
-1.10
0.79
0.48
0.50
0.97
0.15

2015 YTD
2.45
1.74
0.27
4.98
2.59
3.70
2.41
2.79
5.44
3.21
6.03
1.66
4.44
7.51
4.00
1.20
1.60
2.14
1.12
4.44
4.87
2.17
2.88
2.49
3.59
1.63
2.18
1.19
1.17
-6.16
1.02
1.22
-1.25
1.21
2.76
0.74
-1.59
-1.01
2.31
-0.39
-0.08
-1.48
-1.10
0.74

12 Months
3.09
2.40
0.33
5.63
4.10
4.84
2.24
3.89
6.25
3.94
8.00
2.73
5.47
9.09
5.92
-0.25
2.20
2.02
1.11
6.82
5.70
2.55
3.97
3.33
5.36
3.24
3.90
2.99
2.70
2.39
2.29
2.58
-0.89
1.64
3.24
0.59
-0.98
-1.21
3.06
3.32
-1.55
3.19
2.44
5.85

Source: Preqin Hedge Fund Analyst

Fig. 2: Performance of All Hedge Funds vs. Equity Strategies
Hedge Funds

After four months of negative returns, the Preqin All-Strategies
Hedge Fund benchmark recovered by 2.07% in October 2015.

4.0%

3.43%

3.12%
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3.0%

2.40%
2.0%

Net Return

Equity strategies, which had been the worst performing strategies
for the four preceding months, reversed their fortunes in October
and became the top performing strategy for the month (+3.12%).
However, relative value strategies outperformed all other strategies
over the past 12 months, as highlighted in Fig. 1. Alternative mutual
funds and UCITS hedge funds fared better during October than
in previous months (+2.36% and +2.02% respectively). It was a
different story for CTAs, which suffered their third consecutive
month of losses and performed worst among the various hedge
fund structures monitored by Preqin. Yet, despite the turmoil in
commodities markets in recent months and years, CTAs’ strong
performance in Q4 2014 and Q1 2015 has led the benchmark to
outperform other structures over the previous 12 months, with
returns of 3.32%.

2.79%

1.0%

1.74%
0.97%

0.0%
-0.64%

-1.0%
-2.0%

-1.97%

-3.0%
Oct-15

Sep-15
Equity Strategies

2015 YTD

12 Months

All Hedge Funds
Source: Preqin Hedge Fund Analyst
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Source new investors
Be the first to know about investors’ fund searches
View performance of individual funds
Customize performance benchmarks to meet your needs
Access profiles for over 17,200 hedge funds
Conduct market research and competitor analysis
Develop new business

Register for demo access to find out how Preqin’s Hedge Fund Online can help
your business:

www.preqin.com/hedge
alternative assets. intelligent data.

In Focus: Latin America

The Facts

Download Data

In Focus: Latin America
We take a look at the composition of the hedge fund industry in Latin America, including investor preferences,
manager locations and the primary fund strategies of managers based in the region.

Fig. 1: Breakdown of Hedge Fund Investors with a Preference
for Latin America by Type

Fig. 2: Cumulative Returns of Hedge Funds by Geographic
Focus, August 2014 - October 2015
20%

Other
Europe

North America

Source: Preqin Hedge Fund Investor Profiles

Fig. 3: Breakdown of Latin America-Based Hedge Fund
Managers by Headquarters Location

1% 2%
2% 1%
3% 2%

Asia-Pacific

Latin America

Oct-15

Sep-15

Jul-15

Aug-15

Jun-15

May-15

Wealth Manager
17%

-10%
Apr-15

Endowment Plan

-3.05%
-4.39%

-5%

Feb-15

21%

0%

Mar-15

10%

4.06%
2.93%

Jan-15

Asset Manager

5%

Dec-14

Public Pension Fund

8.58%

Nov-14

8%

10%

Sep-14

Private Sector Pension
Fund
Family Office

5%

Oct-14

24%

5%

15%

Aug-14

5%

Cumulative Return

5%

Fund of Hedge Funds
Manager
Foundation

Brazil

Source: Preqin Hedge Fund Analyst

Fig. 4: Breakdown of Latin America-Based Hedge Fund
Managers by Fund Strategy

6%

Brazil

2%2%

Equity Strategies
Macro Strategies

Belize
16%
Argentina

43%

Colombia

Multi-Strategy
Credit Strategies

Chile
Event Driven
Strategies

Mexico
Other

89%

31%

Source: Preqin Hedge Fund Analyst

Relative Value
Strategies

Source: Preqin Hedge Fund Analyst

Data Source
Preqin’s Hedge Fund Analyst contains comprehensive profiles for 117 hedge fund managers based in Latin America.
Detailed information includes assets under management, strategies employed, geographic and industry preferences, funds currently
managed, known investors and much more.
Not yet a subscriber? For more information, or to arrange a demonstration, please visit:

www.preqin.com/hfa
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Fund Searches and Mandates

The Facts
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Fund Searches and Mandates
We look at the strategies and regions hedge fund investors plan to target in the year ahead, as well as which
investors are planning new investments.
Fig. 2: Breakdown of Hedge Fund Searches Issued by
Investor Type, October 2015

Fig. 1: Breakdown of Hedge Fund Searches Issued by
Investor Location, October 2015

Fund of Hedge Funds
Manager

9%

Wealth Manager

6%

22%
6%

38%

North America

44%

Private Sector Pension
Asset Manager

6%

Europe

Corporate Investor
6%

Asia-Pacific

Insurance Company

34%

9%

Public Pension Fund
19%
Other

Source: Preqin Hedge Fund Investor Profiles

Source: Preqin Hedge Fund Investor Profiles

50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Subscriber Quicklink

44%

Subscribers can click here to view detailed profiles of 343
institutional investors in hedge funds searching for new
investments via the Fund Searches and Mandates feature
on Preqin’s Hedge Fund Investor Profiles.

30%
26%
22%
19%
7%

7%

Activist

Fixed Income
Arbitrage

11%

Managed
Futures/CTA

11%

Long Bias

Fixed Income

Macro

Multi-Strategy

Equity Market
Neutral

Diversified

11%

Long/Short Equity

Proportion of Fund Searches

Fig. 3: Hedge Fund Searches Issued by Strategy, October
2015

Preqin tracks the future investment plans of investors in
hedge funds, allowing subscribers to source investors actively
seeking to invest capital in new hedge fund investments.
Not yet a subscriber? For more information, or to register for
a demo, please visit:

www.preqin.com/hfip
Source: Preqin Hedge Fund Investor Profiles

Fig. 4: Examples of Fund Searches Issued in October 2015
Investor

Investor Type

Location

Fund Search Details

Conrad Capital
Management

Fund of Hedge
Funds Manager

US

Conrad Capital Management (CCM) plans to add one or two new managers to its portfolio
over the next 12 months. The firm is currently reviewing several managers and is conducting
on-site due diligence. CCM solely invests in North America-based long/short equity
managers and has no plans to add any additional hedge fund strategies going forward. It
has a preference for smaller hedge fund managers but typically expects managers to have
a track record of at least five years.

Pharmacy Pension Fund
(Apteekkien Eläkekassa)

Private Pension
Fund

Finland

Pharmacy Pension Fund is looking to make additional hedge fund investments over the
next 12 months. It is likely to allocate capital to up to two managers focused on trade
finance strategies on a global scale. The pension fund will only invest in direct singlemanager hedge funds.

Japan

Japan Alternative Investment plans to increase its investment in hedge funds over the next
12 months. It will be looking to invest in approximately five funds. It has an interest in Asiafocused multi-strategy and Europe-focused fixed income hedge funds, although it considers
other hedge fund strategies on an opportunistic basis. Japan Alternative Investment will
consider both hedge funds and funds of hedge funds.

Japan Alternative
Investment

Asset Manager

Source: Preqin Hedge Fund Investor Profiles
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Conferences Spotlight
Conference

Dates

Location

Organizer

Preqin Speaker

1 December 2015

San Francisco

HFM

TBC

9 - 11 December 2015

Dana Point, CA

Opal Finance Group

-

Emerging Manager Forum

10 December 2015

Miami

CTA Expo

-

Cayman Alternative Investment Summit

4 - 5 February 2016

Grand Cayman

CAIS Ltd

-

European Family Office Winter
Symposium

8 - 9 February 2016

London

Opal Finance Group

-

Alpha Hedge East

29 February 1 March 2016

Palm Beach
Gardens, FL

IMN

Amy Bensted

Investment Consultants Forum

8 March 2016

New York

Opal Finance Group

-

Family Office Winter Forum

8 March 2016

New York

Opal Finance Group

-

4 - 5 April 2016

Toronto

Opal Finance Group

-

Emerging Managers Summit

23 - 25 May 2016

Chicago

Opal Finance Group

-

Family Office & Private Wealth Forum

18 - 20 July 2016

Newport RI

Opal Finance Group

-

25 - 27 September 2016

San Francisco

IMN

-

HFM West Coast Allocator Summit
Alternative Investing Summit

Family Office & Private Wealth
Management Forum

Alpha Hedge West

Access Free Conference Slide Decks and Presentations
Preqin attends and speaks at many different alternative assets conferences throughout the year, covering topics from hedge fund
fundraising trends to alternative UCITS.
All of the conference presentations given by Preqin speakers, which feature charts and league tables from Preqin’s online products,
can be viewed and downloaded from Preqin’s Research Center Premium, for free.
For more information, and to register for Preqin’s Research Center Premium, please visit:

www.preqin.com/rcp
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