
Commissioned by SALT, my 

17th annual hedge fund sur-

vey did something different 

from my previous 16 stud-

ies—it tracked performance 

of the funds that qualified 

for inclusion through 2019 

into the first quarter of 2020.  

Assessing the impact of the 

Covid-19 crisis had across 

all assets through March re-

vealed these funds’ resilience 

during extreme stress.

Their returns through the first 

half of the year reiterated 

their edge, achieving some-

thing the hedge industry and 

the broad market could not 

deliver—positive net returns.

The 50 funds were up an 

average of 1.33% year-to-date 

through June, adding more 

than 9% from where they 

ended the first quarter.

Backstop BarclayHedge, a 

leading global industry data-

base, found hedge funds in 

general also enjoyed substan-

tial improvement, reducing 

first quarter losses of -11.7% 

to -2.6%.

The S&P 500 showed the 

most dramatic upswing, 

rallying from losses of nearly 

-20% to just -3%.

“This has been the most 

orderly crisis I’ve ever seen in 

terms of how it has behaved 

across the period,” according 

to Aswath Damodaran, the 

venerable NYU Stern School 

Business professor and 

finance, known as the Dean 

of Valuation.  “It’s a crisis that 

actually mirrors the virus: 

it has punished older, more 

mature companies that used 

to pay healthy dividends, 

and it has rewarded younger, 

more flexible companies that 

don’t pay dividends.  That’s 

almost never the case during 

a crisis.”

Damodaran trusts what the 

market is doing in spite of his 

concerns that stocks likely 

have overreached.

Panayiotis Lambropoulos, 

hedge fund portfolio manager 

at the $29 billion Employee 

Retirement System of Texas, 

is more confounded.  He 

believes we are living in a 

time where facts don’t matter, 

where markets have discon-

nected from the real econo-

my.  He sees daily pandemic 

cases still running high.  While 

in decline, he’s concerned that 

significant unemployment still 

could soar if regions again are 
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forced to shut down.  He feels 

we’ll be lucky if full-year GDP 

doesn’t fall by double digits.  

He sees the $2,000 price of 

Gold reflecting inflation fears, 

despite long rates remaining 

remarkably low.  All the while 

markets had recently set new 

highs.

Lambropoulos believes “the 

key to getting the economy 

on a more stable footing is di-

rectly linked to mitigating the 

pandemic risk nationwide.”  

More than a half year into the 

pandemic, the country still 

lacks a nationwide policy for 

managing the crisis.  Further, 

the politicization of data 

and policy management is 

interfering with the ultimate 

resolution of the pandemic.  

And this is causing more un-

certainty across all markets. 

Nevertheless, investors have 

remained in the market, and 

the fear that sent prices 

across asset classes plum-

meting in March, dissipated 

through summer.  “It’s as if 

we’ve talked ourselves into 

financial health,” quips Lam-

bropoulos,” while we’re still 

suffering across much of the 

country.”

Investor commitment con-

tinues to be borne out by 

the SS&C GlobeOp Forward 

Redemption Indicator (see 

next page).  This measures 

the degree in which investors 

are pulling their money out of 

funds.  Just as it revealed at 

the end of March, redemption 

requests by mid-year still 

hasn’t registered any sort of 

investor nervousness.  As the 

world’s largest hedge fund ad-

ministrator, this metric tells us 

institutional, high-net wealth 

and family office money is 

largely staying put.

STRATEGIES
Backstop BarclayHedge’s 

data shows virtually all major 

strategies have significantly 

rallied back close to flat for 

the first half of the year, with 

a few having pushed into 

positive territory  (see table 

below).

No surprise that the largest 

turnarounds were enjoyed 

by minimally hedged equity 

strategies.  Equity Long-Bias, 

Emerging Markets, and Event 

Driven funds saw mid-teen 

first quarter losses par back 

to less than -5%.  Sosin 

Partners, (No. 1 in the survey), 

turned its -44% first quarter 

loss into a 9% gain.  Legion 

Partners Comingled (No. 27), 
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The 2020 hedge fund survey published in June, which ranked the 50 top-performing 
funds over the trailing five years through 2019, found as a group they outperformed 
their peers and the market by a wide margin during the sharp selloff of 2020’s first 
quarter. And as markets rebounded in the second quarter, these funds continued to 
outpace the hedge fund industry and the S&P 500.1

1  See pages 1, 6, and 7 in the original report that follows for the methodology used in objectively identifying the Top 50 funds.  See pag-
es 5-14 for historical data of each of these funds, including net returns for the first half of 2020.

2020 SURVEY OF THE TOP 50 HEDGE FUNDS : FIRST HALF 2020 UPDATE

Strategy YTD Return  
thru March  

2020

YTD Returns 
thru June 

2020

2019  
Net  

Returns

2017-2019 
(3 Year) Net 
Annualized 

Returns

2015-2019 
(5 Year) Net 
Annualized 

Returns

2010-2019 
(10 Year) Net 

Annualized 
Returns

Equity Long Bias -16.63 -4.51 15.28 6.21 4.50 5.88

Emerging Markets -16.33 -4.30 12.66 6.01 4.93 3.22

Credit Long-Only -7.58 -1.47 9.10 3.68 2.93 4.62

Fixed Income Relative Value * -10.30 -4.63 9.09 4.81 4.75 4.55

Convertible Arbitrage -5.30 1.30 8.36 3.57 3.21 4.57

Global Macro -3.68 1.41 7.76 1.98 1.98 2.40

Event Driven -14.53 -4.61 7.59 4.21 4.10 4.58

Fixed Income Diversified -5.04 1.08 7.26 3.76 3.25 4.60

Asset-Backed Loans -2.52 0.69 6.65 6.50 6.76 7.92

Equity Long/Short -8.54 -2.05 6.59 3.85 3.17 4.07

Asset-Backed Securities -21.71 -13.97 6.57 7.60 6.98 13.61

Merger Arbitrage -8.04 -1.26 6.39 3.86 5.19 4.41

Credit Long/Short -6.80 -1.63 6.23 3.14 2.82 4.58

Multistrategy -8.89 -3.59 5.23 1.93 2.29 4.00

Commodity Trading Advisers 1.31 0.84 5.17 0.84 -0.05 0.77

Mortgage-Backed Securities -11.48 -3.66 4.67 4.69 3.87 8.84

Collateralized Debt Obligations -26.58 -21.58 3.36 7.19 6.05 18.00

Fixed-Income Arbitrage 0.32 5.70 2.42 2.27 3.02 5.42

Distressed Securities -6.95 2.42 2.28 2.23 1.90 4.59

Volatility Trading 7.77 10.04 -0.29 -2.40 -0.48 1.29

Equity Market Neutral -2.40 -1.91 -0.56 0.20 1.26 2.49

Backstop BarclayHedge Index -11.74 -2.63 10.64 4.98 4.20 4.77

S&P 500 Total Return Index -19.60 -3.08 31.51 15.28 11.70 13.56

JPMorgan Global Gov't Bond Index 4.40 5.03 6.05 2.77 2.51 3.50

Source: Backstop BarclayHedge 
* Source of Fixed Income Relative Value is HFR

HEDGE FUND STRATEGY PERFORMANCE: FIRST HALF 2020
Ranked Based on 2019 Returns



a small-cap activist fund, 

which had lost one-third of its 

value during the first quarter, 

clawed its way back to just a 

-3.8% loss. 

The one Equity Long Bias 

fund that struggled during 

the first quarter (-14.4%) 

then declined a bit further (to 

-15.1%) through the second 

quarter was the venerable 

$30 billion Renaissance 

Institutional Equities (No. 7).  

The fund would not comment 

on its performance.  But in 

being quantitatively-driven, 

which likely trades with great 

frequency, suggests the fund 

may have significantly rotated 

into new holdings that failed 

to rally with the market.

Structured Credit strategies, 

which were the hardest hit in 

the first quarter, with all fund 

losses virtually exceeding 

20%, saw more limited recov-

ery by the end of the second 

quarter.  Collateralized Debt 

Obligations cut its losses by 

4.5% to -22%.  Asset-Backed 

Securities reduced its losses 

by one-third, ending the first 

six months of the year down 

-14%.  Most surprising was 

losses in Mortgage-Backed 

Securities were cut from 

-11.5% to just -3.6%.  Initial 

fears about debt repayment 

seem, so far, to have been 

assuaged with the economy 

now flushed with liquidity.

Alcentra Structured Credit 

Opportunities II (No. 17), 

which had declined by nearly 

-40% during the first quarter, 

reduced its losses to less 

than -23%.  Astra Structured 

Credit (no. 33), which had one 

of the strongest showings of 

any structured credit shop 

during the first quarter, having 

limited losses to under 11%, 

ended the first half of the year 

down less than 2%.

The consensus of what’s 

driving this broad rally is the 

commitment by governments 

and central banks to massive-

ly flood markets with unprec-

edented levels of liquidity to 

contain the fallout.

Professor Damodaran points 

to March 23--the day the Fed 

announced it was backstop-

ping the private lending mar-

ket.  “At the time,” observed 

Damodaran, “the price of risk 

in the equity market (equity 

risk premium) had peaked.   

Almost to the day, we saw 

risk capital pivot back into the 

markets.   By August, risk pre-

mium had virtually returned to 

pre-crisis levels.”

This is what worried Päivi 

Riutta-Nykvist, a veteran al-

ternative investment allocator 

at the €6.6 billion Helsin-

ki-based FIM, back in May 

when she said “managers 

who are currently seeing their 

portfolios rebound will take 

it as proof central banks will 

protect their investments.”

OUTLOOK
Noted Professor of Finance 

at the University of Penn-

sylvania’s Wharton School 

Jeremy Siegel is more san-

guine, believing the market 

is accurately gauging risk 

and future economic activity, 

and he sees little chance that 

markets will return to the dark 

days of late winter 2020.  He 
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does warn, however, that 

commercial real estate and 

related securities may have 

the hardest time coming back.  

Siegel thinks “we may be 

seeing a permanent change in 

the value of central city office 

and retail space.”

Damodaran, despite antici-

pating full GDP contraction 

that could be between -10% 

and -15%, thinks we could see 

the market end the year up 

several percentage points.  

But he cautions if the virus 

turns out to be nastier than 

expected, that if treatment 

and vaccines prove elusive, 

and if there are second and 

third waves of infection that 

forces the economy to again 

shut down, we could see the 

market drop by 25% for the 

year.  But he thinks this is 

unlikely.

“Markets are acting irrational-

ly, and it’s unclear to me why 

they are ignoring the obvious 

signs of risk,” exclaims Tilo 

Wendorff, managing director 

of absolute returns at the €16 

billion German alternative 

investment manager Prime 

Capital.  He still believes we’re 

in a protracted Bear Market 

rally.  While he is not liquidat-

ing, Wendorff’s maintaining 

his defensive posture until 

he sees the roll out of effec-

tive Covid-19 therapies and 

vaccines.

So what are investors and as-

set managers to make of all of 

this?  Stay in the market, move 

into defensive strategies, be-

gin liquidating, especially with 

markets starting to give back 

their recent gains?

Hedge funds remain the most 

flexible of all asset classes, 

whose managers, especially 

those running smaller books 

of less than $1 billion, can 

quickly adjust to changing 

realities.  

While Professor Damodaran 

agrees hedge funds can act 

more nimbly than other more 

constrained asset managers, 

he cites well-established 

evidence that the more a 

manager can do, the more 

damage he or she can do.  

“More freedom,” he claims, 

“has often worked against 

hedge fund managers.”

It’s too early to know whose 

second-quarter performance 

was driven by shrewd asset 

management or simply ben-

efitting from soaring liquidity.   

When we report third quarter 

returns in early November 

(which turned especially 

volatile toward the end of the 

quarter), we may be able to 

better distinguish which of 

these factors have been driv-

ing fund performance. 

One standard throughout 

my 17 surveys is the longer a 

fund has been staying true to 

its fundamental approach to 

generating stable long-term 

returns, the more predictable 

their forward performance 

tends to be.  And this is an es-

pecially critical quality since 

most of us can agree that the 

crisis is far from over. ■
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Sometime in late February, 
the world changed, leaving 
most market observers to be-
lieve more than ever that past 
fund performance should be 
considered just that.

While the Coronavirus 
stopped much of the global 
economy in its tracks, it hasn’t 
infected the skill set of many 
proven hedge fund managers.  
That’s one of the key findings 
of this year’s annual hedge 
fund survey.¹

Example.

The venerable $30 billion 
hedge fund shop Citadel 
has a record of generating 
impressive returns espe-
cially when markets make 

sharp turns by consistently 
concentrating on risk and 
recalibrating exposure in step 
with anticipated changes in 
underlying conditions.  

It did so when the markets 
suddenly turned south in 
the fourth quarter of 2018.  
It quickly pivoted to profit 
during the strong rally in 2019.  
And the firm was mindful of a 
potential major market shift 
going into 2020 before the 
pandemic struck.  This en-
abled three of Citadel’s funds 
to qualify for inclusion in this 
year’s survey.

Eric Costa, global head of 
hedge funds at the consul-
tancy Cambridge Associates, 

believes there are discernable 
qualities that will give funda-
mental equity and credit man-
agers a performance edge, 
especially in extraordinary 
times.  These traits, reflected 
in past performance, include:

•  Consistent long-term 
performance and volatility 
that reflects a repeatable 
investment process, a clear 
commitment to a particu-
lar style, and a long-term 
investment horizon;

•  Alignment of manager and 
investors interests, including 
managerial and portfolio 
transparency; and

•  Stability of client base.

Hedge Fund Investing 
During the Time of 
Covid-19
The pandemic is testing how well proven managers were pre-
pared for an extreme shock after a decade-long bull market.

“Managers who stay faithful  
to a proven, disciplined, risk- 
centric investment strategy  
to generate consistent returns  
often have the ability to  
respond to a sudden drastic 
shock.”

- Eric Costa, Cambridge Associates 

This study identifies 50 of 
the top long-term performing 
hedge funds, running broad 
strategies with at least $300 
million, ranked according 
to their trailing five-year net 
returns through 2019.  Also 
included are these funds’ net 
returns for the first quarter 
of 2020 to capture the initial 
response caused by the 
Covid-19 shutdown.

The main takeaway: Man-
agers’ ability to have deliv-
ered consistent substantial 
performance while having 
effectively managed risk over 
the past five years through 
2019 has not only enabled 
them to collectively track 

the S&P 500’s returns, but 
has done so with less risk.  
And during the first quarter 
of 2020, this same group of 
well-established managers—
some industry leaders, others 
little known--outperformed 
the stock market and the 
hedge fund industry by a wide 
margin. 

This doesn’t surprise Panay-
iotis Lambropoulos, a hedge 
fund portfolio manager at 
the $28 billion Employee 
Retirement System of Texas.  
He sees a clear link between 
managers who don’t jump 
on hot trends and those who 
don’t get crushed during a 
crisis. Echoing Eric Costa’s 
sentiment, Mr. Lambropoulos 
believes,

 “Managers who stay faith-
ful to a proven, disciplined, 
risk-centric investment 
strategy to generate consis-
tent returns often have the 
ability to respond to a sudden 
drastic shock.”

Rather than giving managers 
a mulligan for the first quarter 
during this unprecedented 
crisis, Lambropoulos thinks 
allocators should hold man-
agers accountable for their 
performance, seeing merit 
in Mike Tyson’s quip: “Every-
one has a plan until they get 
punched in the mouth.”

The survey’s key findings:

•  The average 5-year annu-
alized net return through 
December 2019 of these 50 

funds was 11.26% -- more 
than 7 percentage points 
a year greater than the 
hedge fund industry average 
return;  

•  The S&P 500 Total Return 
Index (without any expens-
es) generated 11.70% a year 
over the same period.  And 
this included the market’s 
extraordinary 2019 per-
formance when the Index 
soared 31.5%, far outpacing 
virtually all active managers 
mindful that 2019 was the 
tenth year of a bull market;

•  Not only did the survey’s 
50 funds’ returns virtually 
match the market over the 
past 5 years, they did so with 
an average annual standard 
deviation of 7.80% versus 
the market’s 11.88%;  

•  Their average worst draw-
down over the same was 
-9.1% versus -13.5% for the 
market; and,

•  And the group’s average 
5-year annual Sharpe Ratio 
was 1.84 versus the market’s 
0.89.

The value of this year’s 
annual hedge fund per-
formance survey through 
December 2019 was 
ostensibly turned on its 
head when a pandemic 
virtually shut down the 
global economy and sent 
securities plummeting 

in 2020.  But a deeper 
look at these consis-
tently performing funds 
revealed managers that 
as a group have largely 
been able to weather the 
storm better than the 
market and their peers.

by Eric Uhlfelder

During the first three months 
of 2020 as global economic 
activity collapsed, the S&P 
500 lost nearly -20%.  The 
average return of the hedge 
fund industry declined by 
more than -11%, according 
to data provider Backstop 
BarclayHedge (BBH).  The 
average return of the funds 
that made this year’s list lost 
-7.75%. 

While markets have made 
a substantial recovery from 
their March lows, it’s still too 
early into the crisis to have 
certainty about what equi-
ties and hedge funds will do 
for the rest of 2020 and into 
2021, says veteran economist 
and former senior partner 
at Solomon Brothers Henry 
Kaufman.   He believes there 
will be a widespread destruc-
tion of capital across many 
sectors, and the appetite 
for risk, which was healthy 
entering 2020, will be broadly 
ratcheted back as businesses 
and consumers cautiously 
weigh back into markets.  

“Despite the current market 
¹  My previous 16 annual hedge fund surveys were commissioned by The Financial Times, Barron's, and The Wall Street Journal.
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