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2023 Q2 Hedge Funds Review

Source: Bloomberg

▪ Muted H1 for hedge funds

• The universe is slightly up on the year

▪ Long-biased strategies have performed 
well vs diversifiers

▪ In particular, tech equity long/short – and 
especially semiconductors – were the 
standout performers

2023 Hedge Fund Universe Returns Q1 Q2 Q3 Q4 YTD

HFRI FoF Conservative 0.9% 0.9% 1.8%

HFRI FoF 0.7% 1.4% 2.2%

HFRI HF Composite (Fund-weighted) 1.2% 2.1% 3.4%

HFRI Equity 2.5% 2.9% 5.5%

Long/Short Directional 2.7% 3.0% 5.8%

Market Neutral 0.8% 1.1% 1.9%

Quantititative Directional 2.9% 3.6% 6.6%

Multi-Strategy 3.4% 2.7% 6.2%

HFRI Event Driven 1.4% 1.3% 2.7%

Activist 6.2% 4.1% 10.5%

Credit Arbitrage 2.8% 1.5% 4.4%

Distressed 0.9% 1.3% 2.1%

Merger Arbitrage -1.8% -1.1% -2.8%

Special Situations 1.8% 1.8% 3.6%

Multi-Strategy 1.4% 1.0% 2.5%

HFRI Macro/CTA -2.4% 1.9% -0.6%

Active Trading 0.2% 1.6% 1.9%

Commodities -1.4% -2.1% -3.5%

Currencies 0.8% 1.4% 2.2%

Discretionary Thematic -0.1% 0.2% 0.1%

Systematic -4.3% 4.0% -0.5%

Multi-Strategy -1.7% 1.5% -0.2%

HFRI Relative Value 1.3% 1.2% 2.6%

Asset Backed FI 1.2% 1.9% 3.1%

Convertible Arbitrage 1.4% 1.3% 2.7%

Corporate FI 1.9% 1.0% 3.0%

Multi-Strategy 1.7% 0.5% 2.2%

Sovereign Fixed Income 1.0% 2.1% 3.2%

Volatility Arbitrage -0.1% 0.8% 0.8%

Yield Alternatives 0.3% 1.0% 1.3%



Qualitative HF Alpha Drivers (9-12m view)
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Factors Comments Historical Range

HF Supply v. 
Demand

• Multimanagers hollowing & swallowing single-strat hedge funds 
• Decent performance, end of QE driving investors to alternatives

Liquidity
• US interest rates at 20-year highs but Fed may be pausing soon
• Better sentiment offset by borrowing costs, banking headwinds

Corporate 
Activity

• Expected recovery in corporate activity as bull market rumbles
• Fears over anti-trust regulatory enforcement is ebbing
• Consolidation themes emerging across various industries

Government 
Influence

• Large-scale industrial policies in the US followed by Europe
• China becoming more supportive of the economy

Bearish BullishNeutral

Current Quarter

Previous Quarter

Bearish BullishNeutral

Bearish BullishNeutral

Bearish BullishNeutral



Trade Idea: Increased commitment/concentration to old favorites

4Source Bloomberg

▪ Established and familiar strategies 
deserve attention

▪ Lower cost access to favorite strategies 
of multimanagers

▪ Higher stock prices are improving 
confidence and financial activity

▪ Event driven, relative value, equity 
long-short strategies are preferred

▪ Macro/CTAs are somewhat out of favor
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Forecasts & Risks
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Multistrats will continue to amass assets

• Plenty of liquidity, talent, and demand to support multistrat boom

• The key to multistrat success is technology, scale, talent and leverage

• Several new multi-managers

Uncorrelated and distressed strategies will remain popular

• Consensus economic forecasts has the US in recession in H2

• Expect uncorrelated & distressed strategies to remain popular this year

• Credit funds have been very popular this year

Carbon and power trading markets will continue to grow – new 
opportunities for HFs

• Renewables and power are an important and growing part of national 
energy security everywhere

• The process is happening but is slow

Stronger sentiment and regulatory environment will support corporate 
activity environment

• Merger arbitrage and capital structure strategies will remain robust

Forecast

Market deleveraging

• Broad-based, disorganized deleveraging will have a very negative impact 
on hedge funds

• Levered strategies, usually uncorrelated ones, will suffer outsized losses

Risks

Equity market and financial plumbing weakness

• A repeat of SVB in banking or other sectors

• Will dampen sentiment in the medium term



Disclaimer

The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an
investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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