
See GRAPEVINE on Back Page

Two Sigma Developing Apps for Other Fields
Quantitative-investment powerhouse Two Sigma Investments is leveraging its 

data-analysis capabilities to develop new products and services beyond its core 
hedge fund business.

In the next couple of months, for example, the New York firm will roll out an 
online tool designed to help institutional investors obtain and manage investment 
data, analyze their portfolios, stay abreast of market developments, make asset-
allocation decisions, select investments and connect with other investors and asset 
managers. The project, dubbed Venn, is spearheaded by Karyn Williams, who was 
hired last year to fill a newly created role as of head of client solutions.

The firm, which runs $40 billion for institutional clients, made an initial foray 
outside the fund-management field last year, when it formed a partnership with 
AIG and Hamilton Insurance to develop technology for insurance agents. The 
resulting product, called Attune, allows agents to quickly price policies for small

See SIGMA on Page 5

Downward Trend for Fees Seen Accelerating
Hedge fund fees, which have come down only marginally despite years of inves-

tor push-back, are set to fall hard and fast.
That’s the consensus among industry professionals who participated in Hedge 

Fund Alert’s annual outlook survey. By a wide margin, respondents predicted aver-
age management and performance fees will decrease “appreciably” over the next 
three years — with a number pegging the new norm at about 1% for management 
and 10% for performance, versus the traditional 2-and-20 structure. The survey, 
conducted in November and December, captured the views of 78 hedge fund man-
agers, investors and service providers.

Blue-chip fund operators that continue to meet investors’ performance expec-
tations will remain largely insulated. But most others will have little choice but 
to slash fees if they hope to retain limited partners and attract fresh capital in an

See TREND on Page 6

Fir Tree Taps Texas Teachers for New Fund
Fir Tree Partners, whose strategy combines elements of hedge fund and private 

equity investing, is marketing a new vehicle that locks up investor capital for three 
years.

That’s longer than usual for the $9.6 billion distressed-debt shop, whose previous 
offerings typically impose two-year lockups. The new entity, Fir Tree Capital Oppor-
tunity Fund 3, targets “medium-term assets — those caught between shorter hedge 
fund capital and private equity capital,” the firm wrote to investors last month.

“We believe the opportunity set for medium-term assets . . . will continue to 
improve due to fewer natural buyers, complexity and barriers to entry,” the letter 
said. “We further believe that our ability to hold and govern these assets through 
various avenues (e.g. bankruptcy, restructuring, liquidation, etc.) enables us to 
maximize recoveries and provides a competitive advantage to peers.”

The New York firm describes Fund 3 as a “strategic partnership” with Texas
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Co-founder Russell Lucas has resigned 
from Lucas Capital, effective Dec. 1. His 
ownership stake in the energy-focused 
equity shop now is held by principal 
Ralf Sellig and associate principal Robert 
Vogel. Lucas started the Red Bank, N.J., 
firm in 1996 with his father, George 
Lucas Jr. Sellig, meanwhile, arrived in 
2006 from a managing director slot at 
Deutsche Bank. Vogel started in 2008, 
moving over from Hess Corp.’s treasury 
unit. Lucas Capital was managing $189 
million of gross assets on Nov. 30.

Credit-focused fund operator Tricadia 
Capital hired Jennifer Drake in Decem-
ber, appointing her to the newly created 
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SoMa Defies Fund-Raising Drought
Gil Simon’s SoMa Equity is raking in capital at a time when 

most other startups are struggling to attract investors.
The San Francisco firm, which launched its technology-

focused SoMa Partners fund in May with $58 million, now has 
$331 million under management. And it expects to top $500 
million in the next few months — even as the hedge fund 
industry as a whole suffered net outflows last year for the first 
time since the financial crisis, according to eVestment.

Simon’s secret? Benchmark-beating returns that added up 
to a 16.6% gain for the May 1-Dec. 31 period, versus a 10% rise 
for the S&P 500 Index. It also helped that SoMa offered early 
backers attractive fee terms — namely, 1% of assets and 15% of 
gains on the first $300 million of invested capital.

Simon has a reputation as a contrarian investor who takes 
concentrated positions in technology companies based on 
deep-value analysis. For example, SoMa’s highest-conviction 
trade is Yelp, whose share price rose from $21 in May to $38.20 
at yearend. Yelp accounts for more than 10% of the fund’s capi-
tal.

Simon previously spent 10 years at Apex Capital, where he 
generated returns averaging more than 30% during his four 
years as a portfolio manager. He left the San Francisco firm 
amid moves by founder Sandy Colen to convert the $1 billion 
operation into a multi-family office called SCP Investment. 
Colen made a large anchor investment in SoMa’s fund.

Seven Apex staffers followed Simon to SoMa, including chief 
financial officer Cindy Yang, three analysts and two marketing 
professionals. 

Nara Capital Poised for Big Launch
A team of mortgage-bond specialists who previously worked 

together at Structured Portfolio Management are on track to 
raise $150 million to $200 million for their debut fund.

At their New York-based Nara Capital, managing partners 
Paride “Alex” de Calice and Charles Smart have assembled a 
staff of nine investment and operations professionals, including 
seven Structured Portfolio alumni. Their planned Nara Capital 
Master Fund, whose launch date is penciled in for March 1, 
would take a relative-value approach to commercial and resi-
dential mortgage bonds, as well as mortgage derivatives.

Nara’s lofty capital-raising expectations are based in part 
on a large commitment from a European fund-of-funds man-
ager. De Calice, who holds the title of chief operating officer, 
is overseeing the marketing effort, with help from newly hired 
investor-relations head Fae Hansen. She previously worked at 
research firm Capital Economics.

Smart, Nara’s chief investment officer, will serve as portfolio 
manager for the new fund, with assistance from former Struc-
tured Portfolio colleagues Munish Gupta, Joseph DeGregorio 
and Francis O’Neill.

The Structured Portfolio team, which also includes chief risk 
officer Qian Yang and chief technology officer Kyle Johnson, left 
the Stamford, Conn., firm last year. On the operations side, de 

Calice is assisted by Lamiaa Dukaj, who previously worked at 
Prosiris Capital. De Calice is in the process of hiring a controller.

At Structured Portfolio, Smart ran the SPM Structured Ser-
vicing Holdings fund and co-managed SPM Core Fund, though 
Nara isn’t marketing the track records of those vehicles. Struc-
tured Servicing Holdings gained 4% in 2015, 10.5% in 2014, 
3.2% in 2013, 28.1% in 2012 and 19.6% in 2011.

Structured Portfolio, founded in 1997 by Don Brownstein, 
has about $2 billion under management. 

Banner Year for Special-Situations Pro
North Elm Capital is taking a victory lap after posting a 24.9% 

profit for 2016, a year when the average hedge fund return was 
in the mid-single digits.

North Elm’s performance marks a reversal of fortune for an 
equity shop that lost 10.5% the previous year — and a vindi-
cation of sorts for founder David Rockwell’s commitment to 
taking concentrated, long-term positions in “off-the-radar situ-
ations.” By comparison, the HFRI Fund Weighted Composited 
Index rose 5.6% in 2016. At last count, the North Elm Master 
Fund had $39 million under management.

“Our deep operational and balance-sheet due diligence, 
coupled with a long-term opportunistic approach, served us 
well in an often volatile 2016,” North Elm’s chief financial offi-
cer, Wahed Khan, wrote in a Jan. 4 letter to investors.

The fund rose 3.7% in December, despite a decline in the 
value of its short book. Khan said Rockwell took advantage 
of December stock-price increases to double down on certain 
short positions. “We believe our shorts are well positioned to 
generate alpha and help navigate potential market volatility in 
early 2017,” Khan wrote.

Rockwell, whose resume includes General Atlantic and King 
Street Capital, began managing North Elm’s portfolio in 2009 
under the name of North Oak Capital, with backing from Julian 
Robertson’s Tiger Management. In 2013, Rockwell returned 
money to his limited partners and spent the next year or so 
managing a “transition account” before re-launching the fund 
under the North Elm banner with a seed investment from 
Stride Capital.

Rockwell’s performance last year marked his best showing 
as a manager of a commingled fund. His previous high was a 
12.3% return in 2012, though he posted a 27.2% gain in 2014 
while managing his own money.

North Elm is still trying to fill a founders share class that 
offers a discounted performance fee of 16% — a profit cut that 
eventually will rise to 20%. The New York firm also charges a 
1.5% management fee. 
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Sandalwood Trips on Mutual Fund
Sandalwood Securities’ experience adapting its fund-of-funds 

business for a mutual fund offering serves as a cautionary tale 
for private-fund operators eyeing the liquid-alternatives market.

After 30 years running conventional funds of funds, the 
Roseland, N.J., firm in 2012 teamed up with Princeton Fund 
Advisors to launch a multi-manager mutual fund called San-
dalwood Opportunity Fund. The vehicle, which initially 
deployed capital to four hedge fund managers, saw its assets 
swell to $279 million around yearend 2014 following two years 
of positive returns.

Two years later, the mutual fund has a mere $11 million of 
assets, and two of the underlying fund managers have been 
sent packing. The remaining assets of Sandalwood Opportu-
nity Fund are split between Deer Park Road Management and 
MidOcean Partners.

What happened? The mutual fund mainly invests in debt-
focused hedge funds, and one of its underlying managers — Whip-
porwill Capital — suffered sharp losses last year on investments 
in mid-sized energy and mining companies. Whipporwill was 
the main reason Sandalwood Opportunity Fund lost 9.6% in the 
second quarter, contributing to a full-year loss of 13%.

“This continued source of loss in the portfolio was further 
magnified by investor redemptions which occurred throughout 
the [second] quarter,” Sandalwood said in a mid-year filing.

The mutual fund now has a one-year return of minus-11.4% 

through Jan. 9, and a three-year return of minus-7%. By com-
parison, Morningstar’s “multialternative” fund index rose 6.2% 
in the past year and is showing a three-year annualized return 
of 1.6%.

Last month, Morningstar researcher John Rekenthaler cited 
Sandalwood Opportunity Fund as a “vivid” example of what 
can go wrong when a mutual fund permitting daily liquidity 
invests in illiquid bonds that are being sold off just as the fund’s 
investors are lining up to redeem.

The fund severed its relationship with Whipporwill in June. 
Around the same time, another underlying manager, Acuity Cap-
ital, was absorbed by Shelton Capital. Sandalwood retained Shel-
ton on an interim basis for up to 150 days, pending shareholder 
approval. But on Dec. 9, Sandalwood Opportunity Fund notified 
the SEC that its advisory agreement with Shelton had expired.

Sandalwood technically serves as the primary sub-advisor 
to Sandalwood Opportunity Fund, subject to oversight by 
Princeton Fund Advisors. The fund rose 11% in 2013 and 0.9% 
in 2014. But it fell 8% in 2015, followed by the even-sharper 
loss last year.

Sandalwood’s private-fund offerings have fared better. For 
instance, the $200 million Sandalwood Debt Fund B was up 
4.3% last year through Nov. 30, following a 2.5% loss in 2015. 
And its $94 million Sandalwood Special Credit Opportunities 
Fund was up 5.7% for the first 11 months of 2016, following a 
5.2% loss the year before.

Sandalwood is led by long-time fund picker Marty Gross. 
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Dearth of ‘Mega-Launches’ Reflects Hard Times for Hedge Funds
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Biggest Launches of 2016
    Equity at
    Launch
Management company Fund Key executives Launch ($Bil.)
Key Square Group, New York  Key Square Master Fund Scott Bessent January $2.0
Renaissance Technologies, New York Renaissance Inst. Diversified Global Equities Peter Brown, Bob Mercer April 1.5
Castle Hook Partners, New York Castle Hook Fund Josh Donfeld and David Rogers  November 0.9
Credit Suisse, New York Qube Pierre-Yves Morlat, Laurent Laizet October 0.8
Gillson Capital, Chicago  Gillson Capital  Dan Johnson May  0.3
Silver Ridge Asset Management, London Silver Ridge  Anil Prasad January 0.3
Honeycomb Asset Management, New York Honeycomb Asset Master Fund David Fiszel July  0.3 

In yet another sign of the industry’s woes, only one hedge 
fund startup last year launched with more than $1 billion of 
day-one capital.

Scott Bessent, previously chief investment officer for George 
Soros’ family office, Soros Fund Management, started trading 
in January from his New York-based Key Square Group with $2 
billion. And even that doesn’t qualify as a traditional “mega-
launch,” given that all of the money came from a single backer: 
Soros.

The only other new fund to launch with more than $1 bil-
lion was the latest offering from quantitative-investment giant 
Renaissance Technologies, Renaissance Diversified Institu-
tional Global.

Castle Hook Partners, led by former Soros Fund Management 
portfolio managers Josh Donfeld and David Rogers, started out 
with $900 million, thanks in part to an anchor-capital commit-
ment from Soros alumnus Stanley Druckenmiller. And Credit 
Suisse raised $800 million for an internally managed quant 
fund dubbed Qube. The next-biggest launch of 2016 was less 
than $300 million.

By comparison, four startups managed mega-launches both 
in 2015 and 2014. The 2015 roster of new managers was topped 
by Chris Rokos’ Rokos Capital, which raked in an initial $3 bil-

lion, and also included David Fear’s Thunderbird Capital ($1.5 
billion), Sol Kumin’s Folger Hill Asset Management ($1.1 bil-
lion) and Didric Cederholm’s Lion Point Capital ($1 billion). Herb 
Wagner’s Finepoint Capital led the 2014 launch table, with $2.2 
billion.

This year’s list underscores the difficult fund-raising envi-
ronment even for pedigreed managers with strong track 
records. That said, Bessent quickly raised an additional $2.5 
billion, for a total of $4.5 billion by the end of the first quarter. 
But even Bessent’s launch illustrates how investors no longer 
are so willing to commit huge sums on day one. These days, 
they’re likely to invest a more modest amount, then follow it up 
with additional sums if warranted by solid performance.

The dearth of mega-launches also reflects a sharp decline 
in the number of fund launches last year. The total for the first 
three quarters was 576, down 27% from 785 during the same 
period a year earlier, according to HFR. The third-quarter total 
was the lowest since the financial crisis.

Excluded from the ranking of fund launches are hybrid vehi-
cles that lock up investor capital for long periods. For example, 
Alp Ercil’s Asia Research & Capital launched in July with $1.5 
billion. But the distressed-debt vehicle carries a private equity-
like lockup of five years. 



Mudrick in Demand After Stellar ’16
Distressed-debt investor Mudrick Capital has investors bang-

ing on its doors after its flagship hedge fund posted a 41% gain 
last year.

The New York firm has been besieged with investor inqui-
ries and took in $300 million in the past month — countering 
a trend that resulted in $83 billion of net outflows from hedge 
funds last year.

Mudrick Distressed Opportunity Fund posted a 40.8% gain 
last year as of late December, according to HSBC. But much of 
the new money has gone to the firm’s other vehicles that allow 
for less-frequent withdrawals than the hedge fund. Those prod-
ucts — closed-end funds with multi-year lockup periods — are 
an outgrowth of a strategy rolled out in 2015 by founder Jason 
Mudrick to operate more like a private equity firm. Mudrick 
Capital, founded in 2009, has $1.6 billion under management.

Its hedge fund has produced solid gains since the start of 
2012, with the exception of 2015, when it lost 25.7%. The fund 
gained 15.6% in 2014, 7.7% in 2013 and 21.9% in 2012.

Mudrick’s hedge fund outperformed its rivals in the dis-
tressed-security category by concentrating its bets in the 
energy sector. Global distressed-security funds tracked by 
HSBC showed a 12.5% average return for 2016. Energy posi-
tions had been losers in 2015, causing other fund managers to 
curtail exposures in the oil, gas and coal sectors. Mudrick chose 
to stay put, and it paid off handsomely. 

Litigation-Finance Fund in Works
The principals of a wealth-management business are start-

ing a litigation-financing fund.
Michael Beermann and Brian Rorick recently set up Axcent Pri-

vate Capital of Greenwood Village, Colo., with the aim of launch-
ing a series of private funds. First up is a vehicle dubbed Axcent 
Litigation Finance Fund, which would invest all of its capital in a 
fund run by litigation-finance specialist Longford Capital.

That fund, Longford Capital Fund 2, buys claims in a variety 
of business disputes, including trade claims, contract and intel-
lectual-property disputes, and insurance and whistleblower 
claims. Chicago-based Longford, led by chairman William 
Strong, invests at all stages of the litigation life cycle, including 
the initial-dispute, or pre-filing, phase; before, during and after 
the completion of discovery; the pre-trial and trial process; and 
during appeal.

Beermann and Rorick are partners in Aveo Capital, a Green-
wood Village wealth manager that had $550 million of gross 
assets on March 31, 2016. Before founding Aveo, Beermann 
worked at American Express, Merrill Lynch and UBS. Rorick’s 
resume includes stints at Merrill and Ernst & Young. 

Sigma ... From Page 1

businesses.
Two Sigma is actively looking at other industries where 

there’s a need for more sophisticated data-analysis technology. 
That effort is being coordinated via a unit dubbed the business 
innovation and growth team, led by Kartik Raghavan. He joined 
Two Sigma in 2014 after working as a senior advisor to the Bill 
& Melinda Gates Foundation.

While other fund managers have sought to develop new 
business lines amid slackening demand for hedge funds, Two 
Sigma has been largely immune to the industry’s slump, thanks 
to consistently strong returns. But like other cutting-edge firms 
including Bridgewater Associates and Goldman Sachs, Two 
Sigma has been positioning itself more as a technology com-
pany than a financial institution. About two-thirds of its staff 
of 1,100 are technology professionals. And in 2015, Two Sigma 
tapped computer scientist Alfred Spector for the position of 
chief technology officer and head of engineering. Spector pre-
viously spent eight years at Google, where he was in charge of 
research and special initiatives.

Two Sigma initially will offer a beta version of Venn to a few 
clients free-of-charge, but eventually plans to make it avail-
able to thousands of institutional investors including sovereign 
wealth funds and pensions, as well as their advisors. It’s unclear 
how much Two Sigma eventually might ask users to pay for the 
service. One possibility: Charging asset managers that receive 
mandates through Venn.

The tool is designed to automate the process of analyzing 
and repositioning large, complex portfolios encompassing both 
traditional and alternative investments. Users will be asked to 
input data about their portfolios, liabilities and risk appetites. 
Venn’s algorithms would then merge that data with large finan-
cial databases and produce guidance on asset allocation and 
investment selection, including recommendations for specific 
funds. Although Two Sigma’s own funds will be included in the 
mix, Venn is governed by conflict-of-interest rules designed to 
prevent excessive self-promotion.

Two Sigma doesn’t envision Venn supplanting the roles of 
pension consultants and other institutional advisors. The idea 
for such a system was suggested in the first place by institu-
tional clients who asked Two Sigma for help with the notori-
ously difficult job of sourcing and managing data about their 
assets, liabilities and risks.

One pension advisor likened the current state of technology 
available to institutional investors to an “Etch A Sketch.” “It’s 
nothing fancy,” he said. A tool like Venn, he added, would likely 
meet with strong demand.

Prior to joining Two Sigma last July, Williams was chief 
investment officer at Farmers Insurance, where she oversaw 
$20 billion of assets. Before that, she was a managing director 
at Wilshire Associates, where she developed portfolio-analysis 
software for clients.

Two Sigma is led by mathematician John Overdeck and 
computer scientist David Siegel, who met in the 1990s while 
working at D.E. Shaw. They founded Two Sigma in 2001. 
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Trend ... From Page 1

increasingly difficult fund-raising 
environment.

“Unless you have a proven track 
record, the good old days of 2-and-
20 are soon going the way of the 
dinosaur,” said Irwin Kishner, who 
oversees the hedge fund practice 
at law firm Herrick Feinstein. “If 
the industry moves to a 1-and-10 
norm, we will all be lucky.”

Indeed, some respondents see 
a floor well below 1-and-10. A 
veteran hedge fund marketer who 
asked not to be identified predicts 
the average management fee will 
drop to 65 bp, while the average incentive allocation will fall to 
just 7.5% of investors’ profits.

Recent surveys by Eurekahedge, Preqin and others suggest 
that since the financial crisis, the average management fee 

has dipped from just under 2% 
to around 1.5%, while the aver-
age performance fee has declined 
from nearly 20% to somewhere 
in the range of 17-18%. However, 
those averages could be skewed 
lower by the inclusion of so-called 
founders share classes that offer 
fee discounts to early backers.

In Hedge Fund Alert’s survey, 
roughly four out of five respon-
dents predicted the trend toward 
lower fees will accelerate in the 
next few years. Among the con-
trarians was Neal Berger, founder 
of Eagle’s View Capital, a New York 
fund-of-funds shop.

“For the best funds in the world, hedge fund fees will con-
tinue to move higher, not lower. That said, the average hedge 
fund is, by definition, average. I would guess that fees will aver-
age around 1.5% and 17%,” Berger said. But, he added, “mar-
ket demand/supply forces will always dictate the level of fees 
for a specific fund, which will vary widely depending upon the 
desirability of that fund.”

Others said they hope the industry will adopt more sophis-
ticated fee structures that reward manager skill, or alpha, and 
not market gains. “The real discussions occurring are more 
about the alignment of the fees with the investment terms and 
strategy,” said John Budzyna, managing director for alternative 
investments at KPMG. “Some [managers] are offering creative 
alternatives based on duration of investment, Sharpe ratios, 
benchmarks and other factors.”

Still, the consensus view is that most managers will have to 
make due with less revenue per dollar of assets. And the out-
look for asset growth isn’t especially rosy.

Indeed, survey respondents, on average, predicted global 
hedge fund assets will increase by a mere 0.4% over the next 
12 months, including both capital flows and investment per-
formance. That’s the most pessimistic forecast elicited by the 
survey since 2010. Individual forecasts ranged from a bullish 
25% asset growth to a bearish 20% contraction. The number of 
respondents who predicted industry assets would increase by 
10-15% was roughly equal to the number who predicted assets 
would shrink by 10-15%.

The consensus a year ago that hedge fund assets would 
increase by 5% in 2016 proved overly optimistic (see article on 
Page 8).

While hedge funds are feeling the effects of a sustained per-
formance slump, another factor pressuring assets is increas-
ing demand for passive investments such as exchange-traded 
funds. Survey respondents also were divided over how the 
industry should respond to so-called smart beta products and 
similar offerings that attempt to replicate alternative-invest-
ment strategies through vehicles that offer the freedom to

See TREND on Page 8
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Sampling of Growth Forecasts 
Projected increase in global hedge fund assets
 2017
 Increase
 (%)
Daniel Strachman, A&C Advisors 25
Kate Quinn, Q-Search & Advisory 20
Michael Young, Mediatrix Capital 15
Steve Nadel, Seward & Kissel 11
Kevin Beauregard, Get The Net 10
Noel Kimmel, Cantor Fitzgerald 10
Irwin Kishner, Herrick Feinstein 10
John Budzyna, KPMG 7
Spiros Maliagros, TIG Advisors 7
Nicholas Tsafos, EisnerAmper 7
Jack Seibald, Cowen Prime Services 5
Sol Waksman, BarclayHedge 5
Jim McKee, Callan Associates 4
David Marra, Arialytics 2
Ingrid Pierce, Walkers -2
Dan Arlandson, UMFIA -5
Domonkos Koltai, PL Advisors -5
Robert Leonard, Proskauer  -5
Michael Mescher, Gammon Capital -5
Milbrey Jones, White Oak Global -9
Neal Berger, Eagle’s View Capital -10
Donna DiMaria, Tessera Capital -10
David Modiano, Mill Hill Capital -10
Donald Motschwiller, First New York -10
Nathan Anderson, ClaritySpring -15

80.6

26.5 24.9

61.7
88.3

44.1

-83.0

2010 2011 2012 2013 2014 2015 Through
11/2016

Net Inflows/Outflows ($Bil.)

Source: eVestment
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redeem more frequently than 
hedge funds. strategies through 
vehicles that offer the freedom 
to redeem more frequently than 
hedge funds.

“Most [fund managers] should 
consider partnerships with other 
firms and moving to hybrid mod-
els,” said George Evans, co-presi-
dent of operations-consulting firm 
Convergence.

Sol Waksman, founder of hedge 
fund data provider BarclayHedge, 
put it even more succinctly: “If 
you can’t beat ’em, join ’em.”

But others echoed Robert Leon-
ard, a partner in the hedge fund 
group at law firm Proskauer, who 
said fund managers should “stick 
to their knitting and do what they 
do best.”

A number of respondents said 
it’s only a matter of time before the 
pendulum swings and active managers are back on top. “Wait 
for these products to go up in flames as the passive investment 
cycle ends in the next five years,” said George Sokoloff, chief 
investment officer at Carmot Capital, a Palo Alto, Calif., fund 
shop that specializes in tail-risk strategies.

Donald Motschwiller, chief executive of First New York Secu-

rities, warned managers against “cannibalizing” their hedge 
fund business with low-fee, passive offerings. “Passive manage-
ment has a great deal of capacity, and the larger active managers 
become, the more passive-like are their return characteristics,” 
he said. “Staying at or below optimum [assets under manage-
ment] is key.” 
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Funds Not Worthy of ‘Shark Tank’?
Overcrowded markets, new regulations and other pressures are taking a toll on 

morale in the hedge fund field.
“Less fun, less opportunity,” said one industry veteran.
That was among the comments of 78 industry professionals who participated in 

Hedge Fund Alert’s annual outlook survey. Among the questions it asked: How does 
the experience of working in the industry compare to 10-15 years ago? The responses 
were largely negative.

“It’s much less enjoyable,” said the owner of a small fund shop that’s been in busi-
ness for 15 years. “More and harder work for less pay and more time spent figuring 
out regulatory stuff than investment stuff.”

The manager of a once-$800 million fund who now runs his own money painted 
an even darker picture. “If a hedge fund manager were to go on ‘Shark Tank’ to ask for 
money, they would be laughed off the show,” he said. “Declining revenues, high costs, 
no barrier to entry, lousy performance, a commodity product they’re trying to sell, 
9,000 other hedge funds competing with them, no differentiation from anyone. It was 
the exact opposite 10-15 years ago.”

But others expressed more of a “glass half full” perspective. Launching and run-
ning a hedge fund has become “more complex and therefore more interesting,” said 
Ingrid Pierce, who heads the investment-funds group at law firm Walkers. 

Three on Target With 2016 Forecasts
Hedge Fund professionals were too bullish in their year-ago predictions for indus-

try growth.
The 85 managers, investors, bankers, lawyers and service providers who partic-

ipated in last year’s Hedge Fund Alert survey forecast, on average, that hedge fund 
assets would increase by 5% in 2016. However, data collected by eVestment show that 
as of Nov. 30, industry assets were virtually unchanged during the year, despite $83 
billion of net outflows. It was the second year running that the survey produced an 
overly optimistic forecast.

A trio of respondents hit the bullseye by predicting no growth: quant-fund man-
ager Roy Niederhoffer of R.G. Niederhoffer Capital, investor-relations professional 
Emma Sugarman of Hudson Executive Capital, and attorney Michael Tannenbaum of 
Tannenbaum Helpern, who said he’s far more optimistic about the coming year.

Industry assets, according to eVestment, stood at $3.024 trillion as of Nov. 30, vir-
tually unchanged from the $3.028 trillion at yearend 2015.

Peter Laurelli, global head of research at eVestment, said December’s asset direc-
tion was too close to call, but it was unlikely to change the overall net assets for the 
year. If that holds true, it would ensure that 2016 will mark the first time since 2009, 
and only the third time on record, that the industry suffered net outflows. 

You can keep tabs on Wall 
Streeters who are setting out 
on their own by monitoring 
“Latest Launches,” which you 
can find by signing into  
HFAlert.com and clicking on 
the Databases button.  The 
listing is chock full of details 
about recent launches of 
hedge funds and funds of 
funds, as well as information 
on vehicles established in the 
last several years.

Track
Fund Start-Ups



Teachers ... From Page 1

Teachers, a $133 billion pension system that is a long-time 
backer of Fir Tree funds. The letter didn’t disclose the amount 
the pension is investing in the new vehicle.

“Over the years, we have collaborated with [Texas Teachers] 
on unique fund structures to create competitive advantages, 
including a dislocation program aimed at investing during 
turbulent periods,” the letter said. With its longer-term lockup, 
Fund 3 “provides a strong alignment of interests and recog-
nizes the power of patient capital.”

Texas Teachers, whose hedge fund portfolio totals about $11 
billion, recently put the fund managers it works with on notice 
that it wants to negotiate new fee terms, Pensions & Investments 
reported last month. Specifically, the pension is proposing a 
1-and-30 fee structure under which it would pay a 1% manage-
ment fee and a 30% performance fee, which could be subject to 
a hurdle equal to the management-fee expense. Texas Teachers 
developed the new fee structure with consultant Albourne.

The Fir Tree Capital Opportunity Fund series has $1.8 billion 
of gross assets. The capital-raising effort for Fund 3 is led by Ben 
Ghriskey, who oversees marketing and investor relations.

The firm manages the bulk of its assets in the Fir Tree Value 
Fund series. Both the Capital Opportunity Fund series and 
Value Fund series are structured as open-end vehicles that 
restrict limited partners from withdrawing their money for 
two years.

A growing number of fund managers that traditionally 
invested only in liquid securities have felt compelled to con-
sider longer-term positions and fund structures in an effort to 
boost returns amid historically low interest rates and lackluster 
performance. But Fir Tree, led by Jeffrey Tannenbaum, has spe-
cialized in less-liquid investments and hybrid fund structures 
since its founding in 1994. Tannenbaum is an alumnus of pri-
vate equity pioneer KKR.

“Twenty years ago, the proposition of a long lockup that we 
presented to our investors was new and went against the estab-
lishment,” the firm said in introducing its latest offering. “We 
thought it was the right business model for investors, so we 
pushed forward. After two decades, we believe the power of the 
Fir Tree model is well proven and the advantages of locked-up 
capital are widely accepted today.” 

Correction
A Dec. 21 article, “LPs Losing Access to Big Multi-Strategy 
Funds,” understated Paloma Partners’ return for the first 11 
months of 2016. Its fund was up 4.5%. 
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Inflows/Outflows by Strategy
 Flows Flows Assets
 Nov. YTD 11/30/16
 ($Bil.) ($Bil.) ($Bil.)
All hedge funds -$2.2 -$83.1 $3,024.7

Fund type
Equity -0.4 -39.5 1,005.0
Fixed income/credit -0.5 -37.8 936.7
Commodities 0.3 11.3 78.8
Multi-asset -1.4 -16.3 1,062.9

Primary strategy
Broad multi-strategy 2.3 -7.0 498.0
Convertible arbitrage 0.0 -0.8 51.6
Directional credit -0.1 -11.3 125.9
Distressed -0.4 -0.8 51.6
Event driven 1.1 -37.0 521.8
Long/short equity -1.4 -18.9 684.8
Macro -1.2 -8.8 186.3
Managed futures -4.0 15.7 132.4
Market neutral equity 0.3 -2.0 49.7
MBS -0.5 -5.0 87.5
Relative value credit 0.6 -9.5 226.4
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Stumped by a Term of Art?

Hedge Fund Alert’s online glossary offers plain-English definitions 
of industry jargon that’s likely to trip you up. The next time you 
need help with hedge-fund lingo, click on the “Glossary” link in  
the Market section of HFAlert.com.



5 Marine View Plaza, Suite 400
Hoboken NJ 07030-5795

201-659-1700
FAX: 201-659-4141

Dear Subscriber:

A number of Hedge Fund Alert readers, who are concerned about 
violating copyright law, have been asking about the terms of our licenses.

Here’s how they work: For an annual fee, a company can designate a 
specific number of employees to receive the newsletter by email each 
week. Each member of the license group also receives a username 
and password for free access to Hedge Fund Alert’s archives and the 
Manager Database at HFAlert.com.  

From our standpoint, there’s nothing wrong with occasionally copying a 
page or two from our newsletter to pass along to an associate. In addition, 
we are happy to authorize a subscriber to reproduce — at no extra  
charge — any of our articles or tables for a presentation. And if a 
subscriber is preparing for a conference or some other type of meeting, 
we’re glad to provide free copies of the newsletter for attendees.

What’s unacceptable is the routine reproduction or electronic forwarding 
of our newsletters, or links to our newsletters, for use by people who 
aren’t covered by your license. This is a blatant, actionable violation of our 
copyright. We routinely monitor usage of the publication by employing 
tracking technology.

Feel free to call me at 201-234-3960 if you’d like information about the 
multi-user license that would best suit your company.

Sincerely,

Andrew Albert
Publisher

https://www.hfalert.com/about/multi_user.pl
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  LATEST LAUNCHES
LATEST LAUNCHES 

      

Fund 
Portfolio managers, 
Management company Strategy Service providers Launch 

Equity at 
Launch 

(Mil.) 

Nara Capital Master Fund 
Domicile: U.S. and Cayman Islands 
See Page 2 

Charles Smart, Munish 
Gupta, Joseph DeGregorio 
and Francis O’Neill 
Nara Capital, 
New York 
212-256-8470 
pdecalice@naracapital.com  

Debt: structured 
products 

 March 1 $150+ 

To view all past Latest Launches entries, subscribers can click on the Databases tab at HFAlert.com 
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role of president. Drake had been work-
ing since 2013 as chief operating officer 
at multi-strategy firm DW Partners. She 
also has spent time at Goldman Sachs 
and GAM. New York-based Tricadia is 
led by Michael Barnes and Arif Inayatul-
lah. It has $2.7 billion under manage-
ment.

Schonfeld Strategic Advisors has hired 
longtime Societe Generale employee 
Gregoire Vidal to cover short-term 
quantitative investments as an associ-
ate. The New York-based Vidal had 
been working since 2011 within SocGen 
unit Lyxor Asset Management, most 
recently as head of U.S. global-macro 
and systematic strategies. He was at 
former SocGen affiliate Amundi Asset 
Management before that, preceded 
by a stint at Societe Generale Private 
Banking dating back to 2008. Schonfeld 
Strategic, a unit of Steven Schonfeld’s 
Schonfeld Group, combines its own 
family-office capital with contributions 

from outside investors to invest with 
both internal and external managers. It 
has $13 billion of gross assets.

Distressed-asset investor Contrarian 
Capital has hired an analyst. Peter Zuck-
erman arrived at the Greenwich, Conn., 
firm on Jan. 3 from GMO, where he had 
been employed since 2015 as an analyst 
on the GMO Credit Opportunities Fund. 
Zuckerman also has worked at Deutsche 
Bank and law firm Wachtell Lipton. 
Contrarian is led by Jon Bauer, Janice 
Stanton and Gil Tenzer. It started this year 
with $4 billion under management.

Brookfield Asset Management has 
picked up a marketing professional 
from Napier Park Global Capital. Lisa 
Anderson started in Brookfield’s New 
York office this month as a senior vice 
president handling relationships with 
investors in the Toronto firm’s credit-
product funds. Anderson previously 
headed marketing and client relations 
as a partner at the $7.7 billion Napier 
Park following the firm’s formation via a 
spinoff from Citigroup in 2013. She had 
been at Citi since 2009, following stops 

at Barclays, Lehman Brothers and Mor-
gan Stanley. Brookfield manages $250 
billion through a mix of vehicles. At 
Napier Park, several existing employees 
are absorbing Anderson’s duties.

New York recruiting firm Solomon 
Page installed Todd Fahey this month 
as a managing director in charge of its 
Chicago office. Fahey had been working 
since March at Omerta Group, where he 
focused on placing quantitative-finance, 
systematic-trading and analytics profes-
sionals at hedge fund firms, family 
offices and investment banks. He was at 
Sheffield Haworth before that and earlier 
led his own recruiting shop, Exemplar 
Partners. His former employers also 
include Wall Street Options and Options 
Group.

Shanghai consulting firm Z-Ben is seek-
ing an analyst. The firm, which advises 
foreign clients on their investment and 
marketing efforts in China, is focusing 
on candidates who speak both Mandarin 
Chinese and English. Candidates can 
email resumes to careers@z-ben.com, 
with “analyst” in the subject field. 
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