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Overview

In previous Preqin hedge fund research reports (available 
on our website) we found that institutional investors form on 
average 44.8% of a hedge fund client base. The hedge fund 
asset class has developed from a niche market primarily 
dependent on commitments from high-net-worth individuals, 
to a distinct alternative investment strategy that attracts a 
signifi cant portion of assets from sophisticated institutional 
investors. We have found that 55% of hedge fund managers 
have experienced a rise in the proportion of their investment 
coming from the institutional sector over the past three years, 
with only 14% experiencing a decrease. With many of the 
recent redemptions affecting the industry coming from the 
high-net-worth sector, hedge fund managers will increasingly be 
looking for the more long-term support of institutional investors 
in order to maintain their assets under management at targeted 
levels.

This month’s research report is taken from our latest 
publication, the 2009 Preqin Global Hedge Fund Investor 
Review. In this we conducted a survey of institutional investors, 
as well as analysing information from our online database, to 
fi nd out more about why institutional investors were investing 
in hedge funds and their attitude to the asset class in 2009 and 
beyond.

More information on the 2009 Preqin Global Hedge Fund 
Investor Review can be found on page 6 of this report.

Make-up of Institutional Investor Universe by Type

Preqin’s online database Hedge Investor Profi les currently 
holds information and profi les for 2,023 institutional investors 
worldwide who are either actively investing, or considering 
investment in hedge funds. The three largest groups of 
investors on the database are fund of hedge funds, public 
pension funds and endowments, which make up 26.1%, 16.5% 
and 15.2% respectively of the universe. Fig. 1 shows the 
breakdown of different investors in the hedge fund institutional 
investor universe. 

Institutional Investors Attitudes to Hedge Fund Investing

To help analyse institutional investor’s attitudes to hedge funds 
we sought to discover the main reasons why these investors 
look to hedge funds.
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Fig. 1: Make up of Universe of Institutional Investors in 
Hedge Funds by Type
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Fig. 2 shows that the majority of institutional investors have 
allocated capital to hedge funds in order to increase the 
diversity of their portfolio and reduce the overall volatility of 
their investments. Hedge funds are seen as an effective way 
of reducing overall risk whilst in theory they should be able to 
provide returns regardless of market conditions. A large number 
of public pension funds cited this as the primary factor for 
investing in hedge funds. As relatively conservative investors 
with a number of liabilities, these institutions view diversifi cation 
for capital preservation purposes  as a very important issue.

A total of 18% of all investors surveyed stated that the most 
important factor for them investing in hedge funds was to 
improve the overall risk/return makeup of their portfolio. 
Similarly, 15% of all respondents stated that they invest in 
hedge funds to increase the overall returns of the portfolio.

Future Capital Infl ows to Hedge Funds from Institutional 
Investors

As institutional investors have increased their hedge fund 

allocations over a number of years, there is huge potential for 
long term growth within the industry, although some allocations 
are currently on hold. Fig. 3 shows that just over two thirds of 
investors have an unfi lled target allocation, indicating that the 
institutional investor contribution to the asset class will continue 
to grow. In addition, Preqin has identifi ed 160 institutional 
investors that are poised to make their fi rst investments in 
hedge funds in the next 12-18 months.

Institutional investors have generally been increasing their 
allocations to hedge funds over the last few years. Some of 
the largest groups of investors, both public and private pension 
plans, have a much higher level of scrutiny when making 
investments. Due to their liabilities these investors must carry 
out very careful due diligence before any investments are 
made and with the current scenario of hedge funds making 
losses, it is not surprising that a number of pension plans have 
put their investments on hold and are waiting to see how the 
market develops in the next few months. Historically, pension 
funds have looked to hedge funds to help meet their long-term 
obligations but losses have led to the investment committees 
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Fig. 2: Primary Reasons for Investing in Hedge Funds Fig. 3: Institutional Investors Long-Term Plans for the Asset Class
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at some pension funds reviewing their allocation.  An additional 
problem facing public pension funds is that with the value of 
their investment portfolios dropping, some pension funds have 
now exceeded the percentage that their trustees permit them to 
allocate to hedge funds as a result of this denominator effect.

In the current market conditions investors are more wary of 
making new investments than ever before. It is therefore vital 
that managers pay careful attention to the factors deemed as 
most important by institutions when reviewing new managers 
and proactively form relationships with institutional investors 
today if they are to gain new investments in the future.

As it is becoming increasingly more diffi cult for hedge fund 
managers to attract commitments, we looked at the most 
important criteria for investors when selecting and reviewing 
hedge fund, or fund of hedge funds managers. With the 
development of the hedge fund industry, we have already seen 
hedge fund managers having to change their service to attract 
institutional investors. When high-net-worth investors made 
up the majority of hedge fund investors, fund managers had 

to provide a different kind of service due to the investors’ lack 
of accountability and public profi le. We have seen managers 
increasingly tailor their products for the increasing number of 
institutional investors and with the current market conditions, it 
is likely we will increasingly see even more change with hedge 
fund managers having to become ever more adaptable in fear 
of potential redemptions and to encourage new investments.

The results of the survey highlight that the most important 
factor for investors when choosing a new hedge fund manager 
is the performance record of the fi rm. Investors will also look 
at a manager’s historic performance, with the most successful 
managers, with the largest assets under management and 
internal infrastructure being most likely to be able to weather 
the storm and attract more new investments in future.

Risk management is seen as a very important factor for 
investors when selecting hedge fund managers. With 
the uncertainty currently overshadowing the market, risk 
management is taking on increasing signifi cance. This factor is 
also closely linked with the source of returns from the manager. 
As institutional investors become more sophisticated, and with 
the uncertain market conditions, they are looking at factors 
such as the make-up of the fund manager’s portfolio to ensure 
that returns are not overly dependent on particular conditions 
or strategies. They are also looking for other information, such 
as the prime broker that the manager uses. Some institutional 
investors are also demanding external auditors from their hedge 
fund managers in order to ensure accuracy and transparency.

The reputation of the hedge fund manager is another important 
factor for investors. Investors tied this in closely with the quality 
of the investment personnel at a fi rm. All investors saw this 
as important. The majority of institutions that wanted to invest 
with the largest, and most established hedge fund, and fund 
of hedge funds managers, were public pension plans based 
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in Europe and the US. As they have a higher level of public 
scrutiny and accountability, an established track record is seen 
as very important.

The quality of personnel is strongly linked with fi rm reputation 
and those investors seeking well established fi rms. However, 
some investors stated that they look for quality of personnel 
at smaller, boutique fi rms. Some investors believe that the 
best opportunities are in the more niche strategies and for 
newer, relatively inexperienced fi rms with smaller assets under 
management. Some of the most sophisticated investors we 
spoke to highlighted this and commented that they look for 
opportunities that fi t in with these criteria. Some investors 
cited the fees charged by the hedge fund manager as a very 
important criterion when evaluating fund managers.

Conclusions

Many people believe that the hedge fund industry was 
becoming saturated and too dependent on leverage to produce 
returns. Hedge funds are designed to protect investors from 
volatile markets, and provide returns completely uncorrelated to 
market indexes. Although the returns of late have not lived up 
to these expectations, as with any market cycle it is likely that 
those managers and investors that weather the fi nancial storm 
will be presented with very attractive investment opportunities.

The number of hedge fund managers, which has been growing 
substantially in recent years, is likely shrink in the next 6-12 
months as the industry goes through a period of consolidation. 
The expected level of reduction differs, with estimates of 
between a third to two thirds of managers disappearing. Those 
managers that have the most robust infrastructures and defi ned 
investment strategies will be able to continue operations, but 
will be faced with a different investment environment in which 
they will be under increased pressure to reduce fees and will 

not be less able to rely on strategies dependent on borrowing 
to drive returns. There will be hedge fund strategies that will 
disappear and managers will be under more pressure to listen 
to investors and negotiate fees for longer term commitments. 
However, faced with cheap assets and rivals who will also be 
able to take less investment risks, there will be a number of 
very attractive investment opportunities and the potential for 
huge returns. The hedge fund industry produced particularly 
high returns in 1999, the year after Long Term Capital 
Management’s demise, and 2009 could follow a similar path.

Through our research and analysis it is clear that a number of 
institutional investors are delaying making new investments 
with hedge fund managers, however, few are redeeming their 
investments. As institutional investors have a longer term 
investment horizon many still believe in the ability of hedge 
funds to provide returns and a signifi cant number have seen 
hedge funds as some of the better performing aspects of 
their portfolio. With this continued strong interest in the asset 
class, and the greater stickability of their capital, we will see 
institutional investors increasing their market share of the hedge 
fund market.

Institutional investors are carefully tracking hedge fund 
managers through these diffi cult current market conditions to 
evaluate which funds have produced acceptable returns. Due to 
the current fi nancial climate there will undoubtedly be a number 
of new opportunities for investors when more fi nancial stability 
returns. Institutional investors will look to conduct even more 
thorough due diligence on their future investments and in order 
to attract institutional capital, hedge fund managers need to act 
today to form relationships with the vital institutional investors of 
tomorrow.
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2009 Preqin Global Hedge Fund Investor 
Review

A Guide to Institutional Investors in Hedge Funds

The 2009 Preqin Global Hedge Fund Investor Review: 

The 2009 Preqin Global Hedge Fund Investor Review is the 
ultimate guide to institutional investors in hedge funds, featuring 
both profi les for 400 leading investors, plus comprehensive 
analysis on this increasingly important sector of the market. 

Features of this 450 page publication include: 

Full profi les for 400 of the top institutional investors • 
in hedge funds worldwide, including pension plans, 
endowments, family offi ces, foundations, insurance 
companies, sovereign wealth funds, fund of funds and 
more

Profi les include full investment plans, fund preferences, • 
key direct contact information, fi nancial information, plans 
for 2009

Detailed analysis by type of investor, identifying key trends • 
and attributes

League tables of largest and most important institutions• 

Information on investors in emerging managers• 

Listings for prime brokers• 

Listings for third party marketers• 

Analysis on advisors• 

Interviews and contributions from leading names in the • 
industry

For more information, including sample pages, an executive 
summary, and information on ordering your copy, please visit: 

www.preqin.com/investorreview
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Sample Pages - 2009 Preqin Hedge Fund Investor Review

“The Role of a Third Party Marketer”

Founded in 1995, Atlantic-Pacifi c Capital is the 

largest independent placement agent for alternative 

investment funds. APC has raised in excess of $35 

billion for over 40 transactions. The fi rm has an 

established brand within the private equity, hedge 

fund, real estate and infrastructure community and 

is dedicated to maintaining relationships with over 

4,000 alternative investors worldwide. 

Ivan Wanat is Principal at Atlantic-Pacifi c Capital 

whom he joined in March 2007. Previously, Mr. Wanat 

was a Vice President with the Private Fund Group 

of Credit Suisse, where he performed all aspects 

of capital raising for top-tier hedge fund managers, 

targeting institutional investors globally. He was 

responsible for deal management and coordination 

of all marketing activities for several hedge fund 

advisors and actively sourced, evaluated and 

performed due diligence on hedge fund managers 

seeking a distribution partner.

Preqin: What do you see as the primary role for a 3rd 

party marketer and what are their main advantages? 

IW: 3rd party marketers provide important services 

before the start of a marketing campaign that are 

sometimes overlooked. To prepare for the fund raise, 

services include providing strategic advice on fund 

structure and terms, preparing to properly position 

and differentiate the fund versus its peers, in addition 

to enhancing the fund’s marketing materials. Once 

the stage is set to begin speaking with investors, 

the 3rd party marketer should make educated 

introductions to investors that are well-suited for the 

fund, and then assist interested investors through 

their due diligence process. Running an organised 

and effi cient process to track investor activity and 

follow-up is also an important component of a 3rd 

party marketer’s service. 

The real advantage involves leveraging the strength of 

3rd party marketer’s brand to get the proper attention 

of investors with whom they have longstanding, 

established relationships. Most investors, particularly 

institutions, do not have the resources to evaluate 

the hundreds of funds that fl oat across their desk 

in a given month: they are forced to pass on many 

potentially appealing funds because they don’t have 

the time to thoroughly review each fund and conduct 

due diligence. Value is added to both the hedge fund 

manager and the investor when a fund is brought 

to the investor’s attention by a marketer that is 

known and trusted by the investor, who has properly 

packaged the fund and conducted thorough due 

diligence. This focused outsourcing of the marketing 

process allows the hedge fund manager to spend 

most of their time and attention where it should be: 

managing the portfolio on behalf of its investors.

Third Party 
Marketer

Atlantic-Pacifi c Capital
Ivan Wanat – Principal

Founded – 1995

Headquarters – US

www.apcap.com
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Sample Pages - 2009 Preqin Hedge Fund Investor Review

Endowments have historically proven themselves to 

be some of the most sophisticated investors in hedge 

funds and will continue to be an important source of 

capital for this asset class in the future. Endowments 

were early entrants into the asset class and as a result 

many have built large portfolios of diversifi ed fund 

investments. Many large endowments such as Yale 

and Harvard have developed sophisticated hedge 

fund programs led by experienced investment teams 

and dedicated management companies making them 

a model for new investors in the asset class.

Endowments have been investing in the asset 

class not only as a means of diversifi cation and for 

growth, but most importantly for the preservation of 

capital for future generations. An endowment’s main 

obligation is to balance the spending needs of the 

current generation and that of the future. With this 

in mind, endowments have different investment 

objectives in comparison to other institutional 

investors. Endowments invest with a long term 

approach and are therefore more willing to lock away 

capital for longer periods of time and encounter more 

investment risk as a result. Endowments also have 

high return expectations with an average annualised 

target of 8.9% per annum.

Using Preqin’s Hedge Investor Profi les database of 

305 endowments that are investing in or considering 

investing in hedge funds, we found the average 

allocation to be 18.4% of assets under management 

(AUM), and the target allocation to be 19.4% of 

AUM.

Fig. 1 shows the breakdown of the intentions of 

endowments with regards to their long term target 

allocations. As endowments have been investing 

heavily in the asset class over a number of years, 

many of the larger endowments are approaching or 

are simply seeking to maintain their allocations 

Endowments
Investing in Hedge 

Funds

Fig. 1: Endowments Long-Term Allocation Plans towards Hedge Funds
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Sample Pages - 2009 Preqin Hedge Fund Investor Review

South Carolina Retirement Systems Public Pension Fund

Fontaine Business Center, 202 Arbor Lake Drive, Columbia, SC, 29223, US
Tel: +1 803 737 6929 www.retirement.sc.gov

cs@retirement.sc.gov

South Carolina Retirement Systems is a large investor in hedge funds, with approximately USD 6.8
billion of its assets allocated to hedge funds. It will be actively seeking to make new investments in the
latter half of 2009 and increase its exposure to hedge funds. The retirement system has approximately
70% of its hedge fund assets in fund of hedge funds, however, it intends to reduce this exposure to
50% over the next 12-18 months by investing more capital in single manager multi-strategy and
special situation funds. The retirement system will consider many hedge fund strategies. South
Carolina is also poised to begin allocating more capital to emerging managers and is looking at the
possibility of seeding funds in which it could take an ownership stake. 

Total Assets (mn): 28,000 USD
Committed to Hedge Funds (mn): 6,800 USD 24.3%

Strategy Preference
Emerging Markets, Funds of Hedge Funds, Multi-Strategy, Special Situations, Directional, Absolute
Return, Portable Alpha

Preferences
Global N.America Europe Asia Emerging Mkts First-Time Funds

• • •

General Consultant New England Pension Consultants

Contact Name Position Tel Email
Robert Borden CIO +1 803 737 6929 rborden@retirement.sc.gov
Peggy G. Boykin Director +1 803 737 6929 pboykin@retirement.sc.gov

Hershel Harper Director of Alternative 
Investments +1 803 737 5901 hharper@retirement.sc.gov

South Yorkshire Pensions Authority Public Pension Fund

18 Regent Street, Barnsley, South Yorkshire, S70 2HG, UK

Tel: +44 (0)1226 770 770 www.sypensions.org.uk
Fax: +44 (0)1226 772 999 fbourne@sypa.org.uk

South Yorkshire Pensions Authority (SYPA) began investing in hedge funds nearly 10 years ago, when
it initially gained access to the asset class through investments in single manager hedge funds via its
mainstream equity markets portfolio. Today it still invests via this method as well as through its
benchmark allocation of 3.5% of AUM to be invested in absolute return funds. To date much of its
hedge fund exposure has been through long/short strategies although it will consider most hedge
funds as it seeks to diversify its portfolio as much as possible. The key thrust behind its hedge fund
investments is enhanced returns over reduced volatility. SYPA takes a broad approach to its hedge
fund investments and considers manager competence and track record of prime importance. However
the pension fund will invest in emerging managers but this is normally done via its fund of funds
holdings. South Yorkshire Pensions Authority is currently investing in the Hermes Absolute Return
Fund and also invests via a number of listed vehicles. Typically SYPA invests between GBP 2.5 and 10
million per hedge fund vehicle. It has no geographic preferences in regards to hedge fund investments
and it will invest on a global scale – including emerging markets.

Total Assets (mn): 3,600 GBP
Target to Hedge Funds (mn):
Committed to Hedge Funds (mn): 129 GBP 3.5%

Strategy Preference
Emerging Markets, Funds of Hedge Funds, Any, Long/Short Equity

Preferences
Global N.America Europe Asia Emerging Mkts First-Time Funds

• • • •

Contact Name Position Tel Email

Sharon Smith Assistant Fund 
Manager +44 (0)1226 772 886 ssmith@sypa.org.uk

John Hattersley Fund Manager +44 (0)1226 772 887 jhattersley@sypa.org.uk



The newly released 2009 Preqin Global Hedge Fund Investor Review is the ultimate guide 
to institutional investors in hedge funds, featuring both profi les for 400 leading investors, 
plus comprehensive analysis on this increasingly important sector of the market.

Key Features Include: 

•

•

•

•

•

Full profi les for 400 of the top institutional investors worldwide, including full investment 
plans, fund preferences, key direct contact information, fi nancial information, plans for 
2009

Detailed analysis and league tables of largest and most important institutions and 
advisors

Information on investors in emerging managers

Listings for prime brokers and third party marketers

Interviews and contributions from leading names in the industry

2009 Preqin Global Hedge Fund
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Credit Card Visa MastercardAmex

Cheque enclosed (please make cheque payable to ‘Preqin’)

PAYMENT OPTIONS:

Preqin - Scotia House, 33 Finsbury Square, London, EC2A 1BB
w: www.preqin.com  /  e: info@preqin.com  /  t: +44 (0)20 7065 5100  /  f: +44 (0)87 0330 5892  or  +1 440 445 9595

Name:

Firm:                                                                                                                   Job Title:

Address:

City:                                                 Post / Zip Code:                                         Country:

Telephone:                                       Email:

Card Number:                                                                                     Expiration Date:

Name on Card:

I would like to purchase the 2009 Preqin Global Hedge Fund Investor Review:
£395 + £10 Shipping $795 + $40 Shipping €495 + €25 Shipping

Additional Copies
£95 + £5 Shipping $180 + $20 Shipping €115 + €12 Shipping

(Shipping costs will not exceed a maximum of £15 / $60 / €37 per order when all shipped to same address. If 
shipped to multiple addresses then full postage rates apply for additional copies)

Please invoice me

www.preqin.com/InvestorReview
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About Preqin:

Preqin provides information products and services to alternative 
assets fi rms, fund of funds, investors, placement agents and 
fund marketers, law fi rms, investment banks, advisors and 
consultants across fi ve main areas:

Fund performance• 
Fundraising• 
Investor profi les• 
Fund terms• 
Fund manager profi les• 

Our customers can access this market intelligence in four 
different ways:

Hard copy publications• 
Online database services• 
Consulting and research support• 
Tailored data downloads• 

Approach:

Our services and products are used daily by thousands of 
professionals from around the world. If you are in need of 
information on the alternative assets industry then we can help.

Our information is drawn from as many sources as possible, 
with our large teams of dedicated analysts working to ensure 
that our research is far reaching, detailed and up to date.

A large proportion of our research and data is exclusive to 
Preqin, and is not available anywhere else.

If you want any further information, or would like to apply for a 
no-obligation free trial to any of our products please contact us.

Contact:

London:

Scotia House
33 Finsbury Square
London EC2A 1BB

Tel: +44 (0)20 7065 5100
Fax +44 (0)87 0330 5892

New York:

230 Park Avenue
10th Floor 
New York
NY 10169

Fax: +1 212 808 3008
Tel: +1 440 445 9595

Email: info@preqin.com
Web: www.preqin.com

More info: please email info@preqin.com

Press enquiries: please contact press@preqin.com

Preqin
About Preqin

Contact


