
2026 SURVEY OF THE TOP 50 HEDGE FUNDS: 23RD ANNUAL EDITION

1 2

GLOBAL INVESTMENT REPORT GLOBAL INVESTMENT REPORT

 

About This Year's Survey
Global Investment Report's 23rd annual hedge fund survey is 
a comprehensive independent review of the industry's most 
consistently performing broad strategy funds. 

It’s not beholden to any special interests. All of the report’s findings 
are informed by extensive quantitative and qualitative research 
that taps into insight by leading managers, allocators, economists, 
and geopolitical experts. 

Fund selection and ranking involves 20 different data points 
to provide an in-depth understanding of factors that drive 
performance and risk. This helps identify the characteristics that 
make up the world’s most consistently profitable managers.

The Financial Times, Barron's, The Wall Street Journal, and SALT 
commissioned 17 previous editions.

HEDGE FUND INVESTING 
DURING A TIME OF HUBRIS
It’s rare to simultaneously see strong investor optimism and sharply rising global risks. 
Robust earnings growth is driving the former; increasing reliance on military force over 
diplomacy by a number of countries is driving the latter, significantly impacting global 
trade, energy, and international alliances.
In the US, a White House determined to increase American influence, business oppor-
tunities, and economic growth may indeed be supporting the economy, a strong dollar, 
and record-setting equity markets. But it's also exacerbating macro risks, straining US 
credibility, the national debt, and credit markets.
The largest wildcards: continuing fallout from the Iran conflict that’s not likely to be 
resolved any time soon and Russian aggression that could turn toward eastern Europe, 
reflecting an increasingly more militarized and confrontational world.

ation before his fought in the 
First World War.

Just months after RFK was 
killed, Richard Nixon was 
elected president. US spend-
ing soared with the escalat-
ing costs of both the Vietnam 
War and President Johnson’s 
Great Society programs. 
Deficit spending, an oil em-
bargo and sluggish growth 
contributed to inflation and 
interest rates that hit double 
digits.

This was the backdrop that 
fueled civil unrest, a rising 
wealth gap, political violence, 
expanding executive power, 
and distrust in leadership.

Between 1965 and 1982, 
stocks went nowhere.

While the 1960s were very 
different than today, there 
are disturbing parallels. 

Christopher Smart, the vet-
eran macro and geopolitical 
analyst who is the feature 
interview in this year’s 
survey, sees one potential 
link between then and now: 
the country’s ability to again 
weather very challenging 
times if Congress reasserts 
its authority, independent 
regulators regain their 
place, and trust in science, 
research, and universities is 
renewed.

Over the last 5 years through December 2025,  
the Top 50 trailed the market by less than a per-
centage point while experiencing far less risk.

Reflecting improving Continental performance 
and the continued strength of smaller funds, the 
top two spots were claimed by Wellington Strate-
gic European Equity (32%) and a perennially lead-
ing equity performer Peconic Grenadier (27.34%). 
Third-ranked D.E. Shaw Oculus (21.2%) is emblem-
atic of global macro’s steady consistency.
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The top four performing strategies, representing 
70% of the group, were hedged equity, glob-
al macro, emerging markets, and multistrategy, 
which collectively outperformed the market.

Five-year key market comps: the Top 50 expe-
rienced one-quarter of the drawdown, half the 
volatility, and delivered a Sharpe ratio twice that 
of the S&P 500, while having the lowest market 

correlation ever recorded by this survey: 0.15.

by Eric Uhlfelder 
30 June 2026

When guardrails fail 	 Credit: Lévy et fils

* The one fund that is not included is an event-driven fund. 
** Arbitrage combines volatility and convertible strategies 
Source: BarclayHedge and proprietary sources

Among my earliest memories 
was of my mother in tears 
watching President Kenne-
dy’s funeral. I was six.

Several years later came 
news that Martin Luther King 
Jr. was shot. Two months 
after that, the president’s 
brother, New York Senator 
Robert F. Kennedy, was 
assassinated after having 
clinched the US presidential 

primary in California.

Kennedy’s death was then 
followed by the chaos and 
violence of the Democrat-
ic National Convention in 
Chicago. 

It was a strange time to come 
of age. 

Then again, my father grew 
up in the Depression and 
landed on Normandy Beach 
on D-Day+3. And the gener-

For too long we’ve acted as if the 
great military strength of this coun-
try could bring about an American 
solution to every problem across the 
world. We know now that it cannot.

 - Senator Robert F. Kennedy, 1968
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That may happen. 

But our country doesn’t 
always learn from past mis-
takes.

The most common reason 
why: Hubris, that’s often fu-
eled when leaders bend truth 
to fit a narrative, supported 
by suspension of transparen-
cy and critical debate.

Leaders in the ‘60s saw 
Vietnam as much a systemic 
risk to Western democracy 
as they saw Iraq in 2003 and 
Iran today. 

Robert Kennedy, who served 
in World War II and support-
ed necessary wars, saw that 
for too long leaders thought 
our great military strength 
alone could bring about an 
American solution to every 
problem across the world. 

He concluded: It could not. 

Now it appears that any set-

tlement with Iran will not be 
an improvement over what 
had been achieved by the 
Obama Administration and 
our allies in 2015, inverting a 
famous quip often attributed 
to Winston Churchill: “You 
can always count on Amer-
icans to do the right thing, 
after they have exhausted all 
other possibilities.”

Despite escalating global 
economic uncertainty and 
geopolitical tensions, and 
with no clear end to the 
conflict, stock markets and 
hedge fund managers have 
remained bullish here and 
abroad on the backs of rising 
corporate profits, especially 
in tech and AI. 

Maybe that’s enough to 
weather the current turbu-
lence that’s turning credit 
markets jittery, boosting 
short-term rates, and stress-

ing supply chain risks. (See 
first table below.)

One thing markets and most 
politicians aren’t recognizing, 
however, is the growing risk 
associated with global remili-
tarization. 

According to the Stock-
holm International Peace 
Research Institute, 2025 
marked the 11th consecutive 
year of record military spend-
ing, accounting for 2.5% 
of global GDP. This year, 
expenditures will be even 
higher, setting another new 
spending record. (See table 
on p. 4.)

Economist David Rosenberg 
thinks rising defense spend-
ing will continue to support 
economic growth, albeit less 
productively than domes-
tic spending on essential 
services, infrastructure, and 
development.

Growing military strength 
can deter war. But it can 
also increase the chances 
of countries threatening to 
impose their own will upon 
others. Such threats alone 
can fuel more market vola-
tility and uncertainty, while 
rising defense costs further 
strain national budgets.

Ray Dalio agrees.

The founder of Bridgewa-
ter Associates says, “many 
indicators (are) suggesting 
that we are in the part of the 
Big Cycle when the mone-
tary order, some domestic 
political orders, and the 
geopolitical world order 
are breaking down. These 
indicators suggest that we 
are in a transition stage 
from the pre-fighting stage 
to the fighting stage, which 
is roughly analogous to the 
1913-14 and the 1938-39 

periods.”

Christopher Smart is more 
sanguine, believing Dalio 
sees a certain inevitability to 
things and not ways in which 
the world may be able to 
sidestep such a collision.

Whether broader conflict 
comes or not, one thing is 
certain: The peace dividend 
that followed the fall of the 
Berlin Wall and the Soviet 
Union, and which helped 
fuel domestic consumption, 
international trade, eco-
nomic growth, and stock 
rallies since the 1990s, has 
been fully swapped out for a 
resurgence in spending on 
what President Eisenhower 
called the Military-Industrial 
Complex, whose influence 
has never been greater.

If unbridled, this hyperbolic 
rise in defense spending will 
further exacerbate global 
indebtedness, which Rosen-
berg believes could lead to 
higher taxes and at least a 
temporary spike in short-
term interest rates. 

On top of that, the US is 
growing more insular, losing 
a portion of efficiency gains 
realized from freer global 
trade that’s turning more 
costly due to increasing 
barriers. These barriers may 
in turn discourage young 
foreign talent from setting up 
shop here, as they collective-
ly chip away at the qualities 
that help make America 
exceptional. 

The disconnect between 
heightening risks and profits 

has so far proven sustain-
able. But for how long? 

Issues we’re seeing sur-
rounding government 
leadership, the economy, and 
geopolitical issues are the 
byproduct of contempt for 
established processes and 
order that was discussed in 
last year’s survey. This has 
led to the growing empow-
erment of lesser experi-
enced and informed officials 
constrained by fewer insti-
tutional guardrails, includ-
ing independent inspector 
generals and meaningful 
congressional oversight. 

One of many costs of this 
kind of governance: failure 
to anticipate unintended 
consequences.

Trade and market chaos 

that followed the unilateral 
imposition of presidential 
tariffs disrupted business 
investment and ruptured 
international alliances and 
was predictably struck down 
by the Supreme Court. 

Many DOGE firings, which 
lower courts have subse-
quently disavowed, disposed 
of decades of experience 
and knowledge from gov-
ernment and made affected 
agencies less efficient while 
often having cost the coun-
try more than it saved.  

And the decision to strike 
Iran has weakened econ-
omies around the world 
by sending energy prices 
soaring, undermining sup-
ply chains, threatening 
food supplies, reducing 
ally cooperation, delaying 

capital investments, push-
ing up market volatility, and 
decreasing US military 
readiness, costing US tax-
payers hundreds of billions 
of dollars while emboldening 
Tehran. 

Christopher Smart argues 
that in the end the war 
will likely be resolved in a 
manner that leaves us less 
secure.

We’ll explore the effects of 
what the current trajecto-
ry of leadership will have 
on economic growth and 
investing, and how markets 
and hedge fund managers 
are responding to these ev-
er-evolving challenges and 
opportunities; and let’s see if 
they remember all things are 
cyclical. 

* The GSCPI is calculated using transportation costs and manufacturing 
metrics

Source: Applied Macroeconomics & Econometric Center / Financial Times

Global supply chain pressure index*

Global supply chains are under pressure unlike 
any other time since the Covid-19 pandemic

Source: Bloomberg • *Alphabet, Amazon, Apple, Meta, Microsoft, Nvidia and 
Tesla  **Bloomberg 500 ex Mag 7 / Financial Times

Magnificent Seven stocks vs S&P 500 vs other 493
Indices rebased

The Magnificent Seven continue to drive the 
US stock market

Source:  SIPRI Military Expenditure Database, Apr. 2026.

W O R L D  M I L I TA R Y  E X P E N D I T U R E ,  B Y  R E G I O N ,  1 9 8 8 - 2 0 2 5

Note: The abscence of data for the Soviet Union in 1991 means that no total can be calculated for 
that year.

https://www.globalinvestmentreport.net/wp-content/uploads/2026/02/watermark-GIR-Article-2025-4Q-final.pdf#page=10
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Strategy
2025  

Net  
Returns

3-Year  
Annualized  
Net Returns  

(%) thru 2025

5-Year  
Annualized  
Net Returns  

(%) thru 2025

10-Year  
Annualized  
Net Returns  

(%) thru 2025

Emerging Markets 20.01 12.79 5.17 6.89

Equity Long Bias 17.92 15.78 9.44 8.69

Equity Long/Short 13.96 9.88 7.96 6.22

Global Macro 12.36 8.85 8.36 5.90

Convertible Arbitrage 10.92 8.35 6.09 6.13

Multistrategy 10.42 6.78 5.36 4.13

Equity Market Neutral 8.46 8.75 7.43 3.64

Event Driven 8.23 8.28 5.94 6.48

Fixed-Income Arbitrage 7.98 9.19 5.26 4.90

Fixed-Income Diversified 7.58 5.49 2.55 3.54

Merger Arbitrage 7.38 5.46 4.98 5.19

Mortgage-Backed Securities 6.83 6.76 3.84 3.95

Asset-Backed Loans 6.28 8.60 7.69 6.84

Credit Long/Short 5.54 5.00 2.26 2.68

Credit Long-Only 4.69 4.47 0.56 1.90

Volatility Trading 4.56 4.52 3.37 2.73

Collateralized Debt Obligations 3.59 10.49 5.79 1.49

Asset-Backed Securities 3.45 7.70 5.18 5.48

Commodity Trading Advisers 3.18 2.04 3.63 2.47

Distressed Securities 3.12 5.95 5.96 6.33

               Top 50 Average 15.08 13.76 13.49 NA

Backstop BarclayHedge Index 12.55 10.51 6.42 6.42

S&P 500 Total Return Index 17.95 23.03 14.43 14.83

JPMorgan Global Gov't Bond 
Index

2.65 2.34 -1.9 0.69

Source: Backstop BarclayHedge

HEDGE FUND STRATEGY PERFORMANCE THRU DECEMBER 2025
Ranked by 2025 Net Returns

When looking at risk-ad-
justed returns (Sharpe 
ratio) over the same period, 
the Top 50’s was twice the 
market’s and more than three 
times that of the average 
hedge fund.

Digging deeper reveals the 
source of these superior 
numbers.

The market’s standard de-
viation over the trailing five 
years averaged 15%; the Top 
50’s was 7%. The average 
hedge fund’s volatility was 
5.9%.

The market’s worst draw-
down over this time was 
nearly -24%, triggered in 
2022 when the Russian 
invasion of Ukraine collided 
with rising inflation and in-
terest rates. But the Top 50’s 
average worst drawdown 
was only -6.3%. The average 
hedge fund was -11.5%.

The Top 50’s correlation to 
the market was a record low 
0.15. BarclayHedge, mean-
while, reported the average 

hedge fund had a market 
correlation remained at last 
year’s figure of 0.91.

Looking at the average 
historical performance 
of the Top 50 (pp. 19-20), 
dating back an average of 
16+ years, tells a very similar 
story of superior risk-adjust-
ed returns. 

Past performance doesn’t 
assure anything. But when 
management teams, strat-
egy, and execution remain 
steady, long-term consis-
tency may be a fair indicator 
of an effective and repeat-
able investment process. 
And when that process has 
delivered attractive gains re-
gardless of what the market 
is doing, then maybe that’s 
something worth looking for. 

This was the conclusion of a 
white paper I wrote with Ben 
Crawford, head of research 
at BarclayHedge, entitled 
Challenging Convention.

Size 

Another key finding of this 
survey is that steady consis-
tent performance comes in 
all fund sizes. Large funds 
have increased their pres-
ence in this year’s survey. 
But many mid-size and 
small managers continue 
to demonstrate remarkable 
consistency. 

The number of funds man-
aging more than $5 billion 
jumped from 8 to 14. They 
included venerable names 
such as Citadel, D.E. Shaw, 
Point72, Millennium, Verition, 

and AQR. 

New names include 
Paris-based multistrat 
quant-specialist Capital 
Fund Management, whose 
23rd-ranked Stratus pro-
gram runs over $11 billion; 
Joe Wong’s New York-based 
$8.7 billion multistrat Linden 
Capital ranked No. 28th; 
and Hong Kong-based 
macro and fixed-income 
arb manager Symmetry 
Investment—the Millennium 
spinoff founded by Feng 
Guo and Michael Robinson 
secured the 40th ranking 
managing $13 billion.

Three funds that have pe-
rennially made this list have 
expanded into this bulge 
bracket. 

I first came across dis-
tressed credit investor 
Millstreet Capital in prepar-
ing the 2019 survey for The 
Wall Street Journal. At that 
time, the Boston-based shop 
was managing $425 million. 
Today, the 22nd-ranked fund 
is hard closed with assets 
over $5 billion.

Multistrat Chicago-based 
Wolverine has also made the 
survey every year since its 
initial ranking in 2019 when 
it was running $2 billion. The 
44th-ranked fund is now 
managing $5.5 billion. 

Singapore-based FengHe 
Asia, which has swapped its 
emerging market classifi-
cation to Asian equity long/
short, has made this survey 

since 2021 when it was 
managing $1.1 billion. This 
year’s 18th-ranked fund now 
manages nearly $7 billion.

All three of these funds have 
been in business for well 
over a dozen years. FengHe 
Asia was launched at the end 
of 2012, Millstreet started up 
two and half years earlier in 
spring of 2010. And Wolver-
ine started up in 2001.

The number of funds run-

ning less than $1 billion has 
also increased to 14 from last 
year’s count of 12. Especially 
noteworthy was their aver-
age age of nearly 14 years, 
suggesting that these con-
sistently-performing funds 
prioritize performance over 
asset gathering. 

This group include three 
funds owned by the Royal 
Bank of Canada. 

The 25th-ranked Bluebay 

Emerging Market Credit 
Alpha ($412 million) and 
31st-ranked Bluebay Event 
Driven Credit ($367 million), 
both based in London, were 
profiled in last year’s survey. 
And PH&N Absolute Return, 
a Vancouver-based mult-
istrat ($736 million) secured 
its inaugural ranking at No. 
47. Before Hanif Mamdani 
became the head of alterna-

SURVEY ANALYSIS 
Key Trailing 5-Year Results

•	 S&P 500 TR outperformed the Top 50 by just 94 basis 

points. 

•	 But the 50 collectively generated superior risk-adjusted re-

turns vs the market.

•	 Five-year Sharpe ratio of the 50 was 1.75, twice that of the 

market’s.

•	 Average worst drawdown of the 50 was nearly one quarter 

of the market’s.

•	 Average market correlation of the 50 was 0.15. 

•	 Hedged equity, macro, emerging markets, and multistrate-

gy managers collectively outpaced the market. 

•	 Average age of the 50 was 16.7 years. 

•	 70% of last year’s funds qualified for this year’s survey; turn-

over was higher than normal as more multistrategy, macro, 

and structured credit funds qualified; several arbitrage and 

municipal credit funds lost their ranking.

•	 Average fund size increased by 10% over last year, from 

$4.5 billion to nearly $5 billion. 

•	 Nearly one-third of the Top 50 funds were managing less 

than $1 billion. 

The Top 50 funds collectively generated 5-year annualized 
gains through 2025 of 13.5%. That was less than a percentage 
point behind the S&P 500. But it was more than double the 
return of the average hedge fund reported by BarclayHedge. 

“Share prices and earnings have moved hand in hand, 
and this close relationship stands in sharp contrast to 
the late 1990s when investors bid up valuation multi-
ples in expectation of earnings far in the future.”

- Ben Snider 
Chief US Equity Strategist  

Goldman Sachs Continued on p. 10

https://www.globalinvestmentreport.net/wp-content/uploads/2021/10/White-Paper-on-Allocators-Dilemma.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=18
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=18
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=18
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=16
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=16
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aged a Citadel equity business Surveyor 
Capital and was director of business 
strategy at Voloridge, explains, “We 
offer a supportive environment where 
Boothbay is an active resource to help 
our PMs succeed.” 
Neal Berger, founder of the $900 mil-
lion alternative investment firm Eagle’s 
View Capital Partners who has been 
invested in the fund since its launch, 
sees, “Boothbay’s edge is in identifying 
talent before it becomes obvious to oth-
ers who are more focused on long-term 
track records.”  
“This starts with our extensive network-
ing across the industry,” explains Glass. 
In 2024, a large European service pro-
vider introduced the firm to a former 
colleague who had been at a prominent 
hedge fund. This fellow subsequently 
moved to an obscure location to run his 
own firm, starting with his own money. 
“He was in his 50s, very well-grounded 
in fundamental analysis,” recalls Glass, 
“with a keen eye for identifying small-
cap opportunities in more substantially 
traded emerging and frontier markets.”
Last year, after having established an 
initial investment with the PM, Booth-
bay structured a market-neutral SMA 
around his long-biased strategy. It’s 
now a core Boothbay holding in the 
PM’s billion-dollar book.
Glass remembers meeting another dis-
tinct talent, a gentleman in his mid-
30s, who had just departed his position 
as managing director at a blue-chip eq-
uity firm. In 2018, before the PM had 
developed an independent track record, 
Boothbay assessed the manager’s meth-
od of  idea generation, trading meth-
odology, and risk management. It then 
decided to make a small pre-launch 
health care investment.
It didn’t work out. 

But reflecting the firm’s ability to suss 
out long-term talent, Glass stayed with 
the PM. 
Boothbay’s diligence and patience were 
well rewarded. 
“We became an integral investor in 
what turned out to be a highly success-
ful manager of a billion-dollar health 
care-focused firm that is particularly 
adept at identifying small, deep-valued 
companies passed over by larger man-
agers,” explains Glass.
Boothbay crafted an SMA that trans-
formed the PMs primarily long-biased 
strategy into a market neutral vehicle. 
“The fund is now hard closed at $1.4 
billion with Boothbay the only SMA 
on its books,” notes Glass.

Things don’t always work out
In 2023, the fund backed a different 
kind of analyst, one who had worked at 
several well-known fundamental hedge 
funds, and had taught himself how 
to code at an elite level. This helped 
him develop a sophisticated model 
that mined non-traditional alternative 
data—credit card transactions, web 
traffic, vehicle and pedestrian move-
ment—to help identify long and short 
equity opportunities before the market 
discovered them.
“What attracted us to this young man 
who was in his 30s,” explains Weaver, 
“was his deep fundamental intuition 
married to quantitative and technical 
skills. That kind of self-directed intel-
lectual development is unique talent 
we look for — it tells you a good deal 
about how someone thinks and may 
evolve.”  
Initial performance of Boothbay’s in-
vestment in the spring of 2024 validat-
ed Boothbay’s belief. 
But a problem soon emerged.

Large competitors were catching on to 
this backdoor approach to identifying 
opportunities. “Scale started to matter in 
a way that wasn’t evident when we first 
underwrote the position,” says Weaver. 
“The PM’s edge began to erode against 
firms with much larger budgets and 
teams.”
Boothbay reduced exposure and worked 
with the PM in crafting less traded and 
more idiosyncratic investments that it 
hoped would escape notice by the grow-
ing competition. It didn’t work, and 
Boothbay pulled its remaining alloca-
tion to avoid a larger hit.

Investors
Boothbay’s success is measured not only 
by its performance but the makeup of its 
core investors. 
Three-quarters of the fund’s assets are 
from long-term institutional commit-
ments. Foundations, endowments, and 
OCIOs make up the largest group at 
37%. Family offices are at 22%, and 
pension, insurance, and sovereign wealth 
funds comprise 12%. 
About one-fifth of Boothbay’s assets are 
from private banks and high-net-worth 
investors.
Glass is the sixth-largest investor in 
Boothbay, keeping the bulk of his wealth 
running alongside other investors.
In assessing what may lay ahead for the 
rest of the year, Glass believes the mar-
ket’s high valuations appear risky and a 
correction is likely. While AI is a com-
pelling tailwind, he sees uncertainty 
about energy prices and interest rates 
continuing to fuel volatility.
To help navigate this turbulence, he be-
lieves alternative investors will continue 
to be well served by diversified invest-
ments across uncorrelated idiosyncratic 
opportunities.

Boothbay Absolute Return Strategies continued from p. 8

tives at RBC, he was running 
PH&N back in 2012 when I 
profiled him in Barron’s. 

Wexford Spectrum may be 
the least known multistrat, 
managing $837 million. But 
the West Palm Beach-based 
fund, which was launched 
three decades ago, was the 
top-performing multistrat 
last year when it soared 
nearly 38%. This helped pro-
pel the fund from the 46th 
spot to No. 15.

Sandglass Opportunity may 
be among one of the most 
compelling fund stories 
around. Having first made 
the survey in 2024 when it 
earned the 33rd spot, this 
emerging market credit shop 
ex-China, was the top-per-
forming survey fund in 2024 
when it rallied nearly 40%. 
That was nearly five-times 
its historic annualized return. 
Making it even more impres-
sive, it didn’t suffer mean 
reversion. Staying true to his 
disciplined process, de-
scribed in last year’s profile, 
manager Genna Lozovsky’s 
added 12.2% in 2025, ending 
the year with $563 million 
and securing the 10th spot in 
the survey.

While this year’s profiles 
include three large venerable 
managers, Graham Capi-
tal, Winton, and Boothbay, 
the fourth is a little-known 
Singapore-based shop 
AVM Macro. Managing $416 
million, this 35th-ranked fund 
has generated consistent 
returns for a decade.  

Common traits of smaller 
funds that are regularly 
ranked in the survey include 
development of a disciplined 
and effective investment 
approach, built around a 
talented team, that hasn’t 
experienced style drift or a 
shift in risk profile.

Further, their smaller size 
enables them to target a 
greater range of investment 
opportunities than larger 
funds which need to focus 
on bigger investments to 
move their return needles. 
Smaller managers can find 
opportunities in undersized 
and under-researched com-
panies that the rest of the 
industry ignores. And these 
finding have been repeatedly 
borne out through the many 
years of interviews of smaller 
managers. 

Leaders 

The composition of the top 
ten funds is emblematic 
of the Top 50, led by five 
hedged equity, two global 
macro, two multistrategy, 
and one credit funds. Five 
were managing less than 
$2 billion and the other five 
were running more than 
$5 billion. What makes 
this year’s leaders slightly 
different than past ones is 
that one is emerging market 
focused and another Europe-
an focused.

The $1 billion Wellington 
Strategic European Equity 
Long-Short claimed the top 
spot this year with five-year 
trailing annualized returns 

“The war has accelerated the col-
lapse of the US-anchored order that 
held the Middle East together for 
decades. That arrangement kept oil 
flowing, rival powers out of the re-
gion, and Washington the broker of 
everything that mattered--from Ira-
nian containment to the more recent 
Arab-Israeli normalization process. It 
was already fraying before the fight-

ing started. The war broke it.”
- Ian Bremmer and Firas Maksad 

Eurasia Group

General government debt has reached  
historically high levels

Source: IMF / Financial Times

https://www.globalinvestmentreport.net/wp-content/uploads/2021/10/Barrons-Final-PDF-PHN.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2025/08/watermark-GIR-Article-2025-v18.pdf#page=3
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'22 '23 '24 '25 '26 Fund Name Launch 
Date Strategy

Fund / Firm  
Assets  

($ Million)

2021  
Net 

Returns 
(Hurdle: 

4.5%)

2022  
Net  

Returns  
(Hurdle: 

-5%)

2023  
Net 

Returns 
(Hurdle: 
5.60%)

2024  
Net  

Returns  
(Hurdle:  

6%)

2025  
Net 

Returns 
(Hurdle: 

6%)

1Q26  
Net  

Returns 
(%) 

3-Year  
Annualized 

Net Returns 
(%) thru 

2025

5-Year  
Annualized 

Net Returns 
(%) thru 

2025

Annualized 
Net Returns 

(%) since  
inception 
thru 2025

Worst Draw 
Down (%) 
Last 5 Yrs 
thru 2025

Worst Draw 
Down (%) 

since  
Inception 
thru 2025

5-Year 
Annualized 

Standard 
Deviation 
thru 2025

Annualized 
Standard 
Deviation 

since 
Inception 
thru 2025

5-Year 
Sharpe 

Ratio thru 
2025

Sharpe 
Ratio 
since 

Inception 
thru 2025

5-YearFund  
Correlation 
versus S&P 
500 TR thru 

2025

NA NA NA NA 1
Wellington Strategic European 
Equity Long-Short (Boston)

Dec-16
European Equity 

Long/Short
1,023 / 

1,300,000
39.89 50.86 6.23 27.40 42.13 10.76 24.54 31.99 17.06 NA -18.82 16.62 15.65 1.73 0.92 -0.47

NA NA 1 1 2 Peconic Grenadier (New York) Jan-90 Equity Long Short 2,069 / 2,069 34.21 19.56 23.54 16.63 44.80 32.20 27.78 27.34 12.18 -25.22 -48.49 26.31 20.03 0.91 0.47 0.28

NA 14 15 7 3 DE Shaw Oculus (New York)  * Mar-00 Global Macro
16,900 / 
85,000

15.19 20.30 7.73 36.34 28.20 7.00 23.49 21.16 14.42 -9.70 - 9.70 9.59 8.42 1.86 1.50 -0.09

19 9 7 5 4
Citadel Tactical Trading  
(Miami)  >

Jan-08
Quantitative 

Equity
1,840 / 67,000 21.55 26.58 14.92 22.48 18.60 5.30 18.63 20.76 NA NA NA NA NA NA NA NA

13 3 3 3 5 Citadel Wellington (Miami)   Nov-90 Multistrategy 15,600 / 67,000 26.58 38.22 15.28 15.21 10.20 1.00 13.54 20.69 NA NA NA NA NA NA NA NA

NA NA 9 6 6 AQR Helix (Greenwich, CT) Jan-18 Quantitative Macro 5,729 / 189,000 6.91 49.12 14.03 17.90 18.58 -2.04 16.82 20.51 15.92 -9.23 -15.41 11.70 12.05 1.47 1.11 -0.21

10 5 5 2 7
Anson Investments Master 
(Toronto)

Jul-07 Equity Long/Short 1,440 / 2,312 45.47 7.60 18.79 10.03 21.32 -2.83 16.41 19.82 15.44 -5.36 -18.68 9.76 10.22 1.68 1.24 0.16

NA NA NA 14 8
MW Market Neutral TOPS A 
USD (London)

Nov-07
Equity Market 

Neutral
5,021 / 22,473 23.73 15.63 7.67 22.74 19.34 -0.27 16.40 17.67 10.46 -2.51 -15.99 4.87 6.29 2.95 1.45 -0.06

23 11 13 12 9
DE Shaw Composite  
(New York) *

Mar-01 Multistrategy
32,700 / 
85,000

18.35 23.99 9.78 18.08 18.50 4.90 15.38 17.65 12.86 -0.40 -17.38 3.54 5.29 4.04 2.09 -0.15

NA NA 33 13 10
Sandglass Opportunity LP 
Class D (London)

Feb-13
Emerging Market 

Credit ex China
563 / 708 16.25 -2.20 25.98 39.81 12.24 2.38 25.51 17.58 11.33 -11.36 -19.98 9.62 10.74 1.48 0.89 0.43

BarclayHedge  Hedge  
Fund Index

10.22 -8.22 9.27 9.68 12.59 0.01 10.51 6.42 7.90 -11.51 -24.09 5.85 6.97 0.53 0.81 0.91

S&P 500  
Total Return Index

28.72 -18.14 26.29 25.02 17.95 -4.39 23.03 14.43 12.19 -23.89 -50.95 14.98 15.10 0.74 0.54 1.00

2026 SURVEY OF THE MOST CONSISTENTLY PERFORMING HEDGE FUNDS†

HISTORICAL RANKINGS †

† Ranked by trail ing 5-year net annualized returns thru the previous year cited.   *  Kite Lake, Point72, DE Shaw Oculus and Composite,  One 
Will iam Street ,  and Whitebox Multistrategy data since inception are through Feb 2026.

>Citadel Tactic al  and Global Fixed Income fund ass ets are from the beginning of 2025.  NA = Performance data was not available or fund 
did not qualif y for inclusion.

of 32%. That was more than 
double the market’s return 
over the same time. And 
since its inception a decade 
ago, the fund has been gen-
erating annualized gains of 
17%. That’s the second-high-
est level of historical returns 
across the entire Top 50. 
(The only one higher—11th-
ranked Enko Africa Debt—

was launched around the 
same time and manages the 
same amount of assets.)

Wellington’s Sharpe ratio 
was significantly higher over 
the trailing five years, reach-
ing 1.73 versus an historic 
Sharpe of 0.92.

Even more compelling is the 
fund’s correlation to the S&P 

500: -0.47, the lowest in the 
Top 50.

According to Boris Kergall, 
investment director oversee-
ing Wellington hedge funds, 
Strategic Europe’s long-es-
tablished team of PMs 
have effectively focused 
on bottom-up stock picking 
with equal emphasis placed 
on selecting opportunistic 

shorts and longs.

He cites key long drivers 
having included defense 
shares, triggered by the Rus-
sian invasion of Ukraine and 
soaring government spend-
ing on military goods and 
services, and in financials, 
which have been rallying 
off of attractive valuations 
and increasingly consistent 

growth. On the short side, 
consumer discretionary has 
also been driving returns.

After having claimed the top 
spot two years running, New 
York-based Peconic Gren-
adier slipped to No. 2 with 
5-year annualized returns of 
27.3%. That also was double 
the market’s performance.

“With AI making up more than 40% of the S&P 500 val-
uation, it represents a systemic risk, wherein we think it’s 

better to have too little exposure than too much.”
- Anthony Novara 

Director of Alternatives and Market Research 
Fiducient Advisors

https://www.globalinvestmentreport.net/wp-content/uploads/2022/06/GIR-Article-2022-1H-final-v2.pdf#page=16
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METHODOLOGY BEHIND THE SELECTION OF THE TOP 50 MOST CONSISTENTLY PERFORMING FUNDS

The value of any statistical study is rooted 
in its methodology and how well it estab-
lishes meaningful and actionable findings.

This study achieves that outcome by ob-
jectively identifying the most consistently 
performing funds with moderate to low 
volatility. 

The results also regularly challenge a core 
belief that’s been driving markets for a long 
time: that passive investing is the only way 
to achieve superior results.

Historical evidence certainly supports the 
value of low-cost index investing. And for 
30-year investment horizons, many inves-
tors would likely be well served by such 
products. 

However, over shorter time frames, passive 
investments get periodically buffeted by 
market selloffs. This means that risk is re-
lated not only to specific asset exposure but 
also to when that exposure commences. A 
small segment of the multi-trillion hedge 
fund industry, highlighted in this report, 
don’t generally suffer the large drawdowns 
to which the market is prone. That’s what 
this survey shows.  

Further, because this is the 8th year in a row 
the survey is employing the same method-
ology, it provides a multi-dimensional way 
of showing consistency: first by identifying 
funds with the highest 5-year annualized 
returns; and two, by showing how well 
these funds have performed relative to one 
another over time.

Citadel and D.E. Shaw perennially deliv-
er consistent and industry-leading returns. 

But so do lesser known fund managers. 

Hedged equity shop Anson Investments, 
ranked 27th in 2019 and has risen in rank 
ever since, perennially notching spots in 
the Top 10 over each of the last five years. 

Enko Africa Debt qualified in 2022 after it 
racked up five years of performance. It was 
ranked 18th for three straight years, 19th 
last year, and reached 11th this year. 

Accordingly, absolute returns and lon-
ger-term relative strength provide a unique 
industry perspective.

Data Verification

The initial search for these 50 funds starts 
each year in early February by reviewing 
various databases that report the latest his-
torical returns through the previous De-
cember. The initial screen focuses only on 
broad strategy funds. The reason: to con-
sider managers that aren’t exposed to spe-
cific industry or country tailwinds or head-
winds.

Requiring funds to manage at least $300 
million helps ensure reliability of data. 
When funds reach that size, they are more 
likely to hire top-tier service providers. 
These include administrators, prime bro-
kers, accountants, and lawyers, whose in-
volvement may enhance reporting accuracy. 
These higher standards can lead to greater 
institutional investor and consultancy in-
terest, which in turn may lead to further 
critical assessment, helping to reveal any 
material issues.

Each fund that qualifies for the Top 50 is 

then contacted to confirm the accuracy of 
data collected.

When a fund feeds data directly into data-
bases, accuracy isn’t guaranteed. Reported 
data may be from a founders’ class with low 
fees, numbers may have been revised since 
submission, or strategy classification may 
be wrong.

UCITS and ‘40 Act funds, for example, 
can slip into hedge fund databases. That 
risk is increasing as larger hedge fund man-
agers spin off more liquid, lower cost, and 
more publicly accessible versions of their 
products.

Examples include London Stock Ex-
change-traded hedge funds. As closed-end 
funds, their trading price is determined by 
market demand as well as by the underly-
ing performance.

Whether it’s a CEF or UCITS version, 
these results cannot be used as proxies for 
flagship hedge funds. When such funds are 
identified, they are deleted.

A handful of managers refuse to verify their 
numbers. This does not mean their data is 
faulty, but it reinforces the need for pro-
spective investors to always conduct their 
own thorough due diligence.

Accordingly, the numbers cited in this re-
port should be treated only as a starting 
point for identifying potential investments. 
Securing published performance docu-
ments by the fund—not through a third 
party—is essential for verifying perfor-
mance history.

Universe Expansion

Reflecting an on-going effort to be more 
inclusive without compromising strict 
standards for manager inclusion, the sur-
vey recently added two types of funds that 
had been previously excluded.

The first is diversified long-short com-
modity funds that include a global macro 
component. Managers of these funds must 
contend with volatile markets along with 
financial, geopolitical, supply-chain and 
transport forces. They are far more com-
plex and diversified investments than their 
names suggest. Material macro exposure is 
used to determine investments and hedges 
to enhance performance.

The second group is exogenously levered 
funds. A fund that seeks to enhance per-
formance of a flagship product by ratch-
eting up portfolio leverage beyond what’s 
embedded in specific investments feels like 
a cheat—a way to juice returns at the risk 
of greater volatility. But a deeper dive into 
this space reveals a number of managers 
who’ve developed levered versions of their 
main funds have effectively contained risk 
while enhancing returns. The 43rd-ranked 
fund, ProMeritum, recently launched an 
enhanced version, which is not cited here.

Performance Hurdles

Among the survey’s most important and 
distinguishing filters is use of performance 
hurdles for each of the last five years. They 
appear at the top of each yearly data col-
umn on pp. 11-20.

A minimum annual performance standard 
imposes further discipline in fund selec-
tion. It helps identify managers who may 
more likely take profits periodically and 
successfully redeploy them, rather than 
betting gains may beget greater gains—an 
approach that can enhance risk.

Hurdles are also an indirect way of detect-
ing strategy shift by identifying perfor-
mance that significantly deviates from past 
returns.

For the year ending December 2025, the 
hurdle was set at 6%—the same as last year 
and the highest it has ever been since I ad-
opted this approach for the 2019 The Wall 
Street Journal survey. For that report, which 
looked at performance through 2018, my 
editor and I felt that funds on any short 
list, regardless of how well they may have 
done during the trailing five years (the ba-
sis for the ranking), needed to have deliv-
ered at least 5% gains in 2018.

The reason?

We wanted an objective way to see which 
funds delivered alpha—or to paraphrase 
Warren Buffett, to reveal managers who 
had trunks on when the tide went out in 
the 4th quarter of 2018.

That year, stocks had enjoyed decent re-
turns until the year-end selloff turned 
full-year market and average hedge fund 
results negative. Both ended the year down 
around -5%. That meant we were screen-
ing for funds that had outperformed the 
industry and the market by around 10%.

This simple requirement helps generate a 

list of more consistently performing and 
less-volatile managers. And because the 
hurdle is always a mid-single-digit number, 
it’s strategy agnostic. It doesn’t raise the bar 
too high for non-equity strategies when the 
market is ripping.

It’s also saying, if you’re paying substantial 
management and performance fees, mini-
mum net returns should be at least a couple 
of hundred basis points above the risk-free 
rate regardless of what the market is doing.

Hurdles have excluded many venerable 
funds, including Renaissance, Tiger Glob-
al, Element Capital, and Alphadyne.

Hurdles can often knock off funds that had 
ranked high in the survey. This year, four 
smaller equity shops got booted not only 
out of the Top 10 but off the survey be-
cause of uninspired 2025 returns. In last 
year’s report, five of the top seven funds 
didn’t make the final cut. 

There have been several instances when 
funds have made this list for many years 
and even have earned profiles in this sur-
vey, then lose their ranking after a slightly 
off year. That shift in fortune may be a tell, 
a nod for closer examination of why per-
formance has shifted, sometimes revealing 
management or execution issues. Other 
times, a fund quickly rights itself.

The only time the hurdle rate was negative 
and well below the risk-free rate was in 
2022, when war and supply-chain shocks 
collided with rapid post-pandemic spend-
ing, which collectively sent inflation and 
interest rates soaring. That year, the market 

Continued on next page

https://www.globalinvestmentreport.net/wp-content/uploads/2022/06/GIR-Article-2022-1H-final-v2.pdf#page=16
https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
https://www.globalinvestmentreport.net/wp-content/uploads/2020/02/WSJ-2019-Hedge-Fund-Survey.pdf
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lost more than -18%, and 15 of 20 hedge 
fund strategies reported by BarclayHedge 
lost money. The J.P. Morgan Global Gov-
ernment Bond Index dropped by more 
than -13%. The average hedge fund ended 
down by more than -8%.

There were few safe corners in which to 
hide that year. 

But at the same time, the risk-free rate 
soared to its highest level since 2000. 

This created a conundrum in determining a 
fair hurdle rate. It was set at -5%.

Nevertheless, 44 of that year’s Top 50 funds 
were up. Only five lost money, and only 
three were down by more than -2%. The 
50’s average return in 2022 exceeded 9%, 
which outpaced the market by more than 
27%.

Fund Rotation

This year has seen above-average fund ro-
tation off the list. The usual turnover is 
less than 10 funds, or 20% of the list. This 
year, 30% of last year’s funds didn’t make 
the 2026 survey.

Several reasons drove this higher rotation.

First, the threshold for inclusion, based on 
trailing five-year annualized returns is sig-
nificantly higher this year. Last year, the 
50th-ranked RiverNorth, which arbitrag-
es closed-end fund spreads, made the list 
for the second straight year with returns of 
6.71%. This year, the 50th ranked fund, 
equity market neutral SummitTX Alpha 
generated average returns of nearly 8%.

This higher minimum threshold bounced 
out many consistently performing low-
er-ranked funds that had made the list for 
years. They included two well-established 

multistrats, Hudson Bay and Mariner At-
lantic, as well as two municipal credit-fo-
cused funds, Old Orchard Credit and 
Whitehaven Credit Opportunities, the lat-
ter fund having made the Top 50 for four 
straight years.

Another factor that drove higher average 
returns this year: eligibility of funds that 
had lost more than -5% in 2020. Some 
very well-established and compelling man-
agers had been excluded from this survey 
until this year because of their 2020 losses.

The Top 50 was also altered by the unex-
pected departure of two veteran managers 
who had perennially been ranked since the 
current methodology was adopted for the 
2019 survey published by The Wall Street 
Journal.

The $2.3 billion Swiss-based stat-arb shop 
Blue Diamond Non-Directional had been 
the epitome of consistency, until it was 
side-swiped by events surrounding Presi-
dent Trump’s Liberation Day. It took the 
rest of the year for the fund to inch back 
into the black.

Distressed credit specialist Mudrick had 
been generating 11% returns annually 
through 2024 since its launch in 2009. 
But over the past several years, the fund 
was taking on more risk and had become 
more volatile. Only a remarkable 4th quar-
ter turnaround in 2024 allowed the fund 
to qualify last year. No such luck in 2025.

This doesn’t mean these managers have lost 
their skillset. But something did happen 
that led them to significantly underper-
form their historical averages during a time 
in which the market proved supportive for 
a wide range of strategies and investments.

Methodology continued from p. 22 

nicipal credit. It provides an 
expansive look at hedge fund 
performance that spans back 
a decade. In this way, it offers 
various benchmarks to help 
assess individual hedge fund 
performance. But it comes 
with two caveats.

 “While data provides a broad 
sense of how individual strat-
egies have been performing 
over time,” explains Ben 
Crawford, head of research 
at BarclayHedge, “they mask 
wide dispersion of fund 
performance within each 
strategy.”

Another shortcoming of most 
databases: Because man-
agers often report multiple 
classes of the same fund, 
databases consider each one 
unique and thus overcount 
them in deriving strategy 
averages.

A drawback that databases 
cannot correct: Many of the 
most exclusive and largest 
hedge funds don’t report to 
them. These include industry 
leaders across all strategies, 
such as Citadel, DE Shaw, 
and Point72. In contrast, the 
Top 50 includes 6 funds from 
this group, helping to better 
identify the most consistent 
strategies.

TOP 50 LEADING 
STRATEGIES
The survey’s hedged equity, 
macro, emerging markets, 
and multistrategies generat-
ed the strongest 5-year an-
nualized returns, accounting 

for nearly 70% of the funds 
in the survey. Collectively, 
these 34 funds outper-
formed the market over the 
past five years.

Hedged Equity

The number of equity funds 
grew from nine in last year’s 
survey to ten. Voss Capital, a 
top-performing smaller fund, 
dropped out. But Wellington 
added its Global and Europe-
an Long/Short funds.  

Hedged equity managers 
have been benefitting from a 
sustained bull market sup-
ported by declining interest 
rates, reduced US regula-
tions driving corporate activi-
ty, and ever- increasing asset 
flows into markets. 

Five-year annualized returns 
declined slightly from 19.2% 
to 17.9%, in line with the per-
formance of BarclayHedge’s 
Equity Long-Bias strategy 
and four percentage points 
better than its equity long-
short strategy. 

Volatility declined from last 
year’s count of 13.4% to 
11.3%. It was significantly 
above the Top 50’s volatility 
of 7%, largely due to stronger 
performance, which helped 
generate a Sharpe ratio of 
1.47. 

Even more impressive, this 
was achieved as market cor-
relation significantly dropped 
from last year’s 0.31 to 0.15.

Global Macro

The number of global macro 

funds making the survey dou-
bled over last year, from 3 to 
6. Last year’s qualifiers were 
joined by veteran manager 
Graham Capital, a Millennium 
spinoff Symmetry Invest-
ments, along with an up-and-
comer AVM Macro. (Graham 
and AVM are profiled in this 
year’s survey.)

Rising volatility has been 
helping the fortunes of macro 
traders by increasing the 
number of opportunities 
in rates, commodities and 
equities. 

Last year’s limited number of 
macro managers delivered 
exceptional 5-year annual-
ized returns of 19.4%, well 
above this year’s annualized 
gains of 14.8%, which was 
still more than six percentage 
points better than the BH 
macro strategy returns.

Five-year volatility of these 
macro funds dropped dra-
matically from last year’s 
10.4% to 5.9%, due in large 
part to the elimination of the 
pandemic year from the cal-
culus. (This was also why the 
worst drawdown was cut in 
half from -10.4% to -4.9%.).

This helped send 5-year trail-
ing Sharpe ratios up from 1.7 
to 1.9, while market correla-
tions remained negative.

Emerging Markets

As Global Investment Report 
has been reporting for sever-
al years, hedge funds target-
ing emerging markets have 

“Expansive military spending in 
the US, Europe, Japan, and else-
where will reverse several positive 
trends, contributing to greater in-
flation in the near term and limit-
ing central bank rate cuts. Down 
the road, I worry that the further 
buildup of long-term debt will 
crowd out some of the investment 
that supports growth.”

- Christopher Smart 
Arbroath Group

Source: State Street Investment Management, JP Morgan, Bloomberg 
Finance L .P., Bank of International Settlements, as of June 30, 2025.

Continued on p. 27
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is due to last year’s remark-
able return of nearly 38%—
besting every other manager 
in this year’s Top 50. And it 
boosted Wexford’s ranking to 
No. 15.

Volatility declined from last 
year’s multistrat averages 
(5.9% versus 4.9%) due in 
part to lower worst draw-
downs (-9.0% versus -3.8%). 
Sharpe ratios, which re-
mained robust, declined from 
2.2 to 1.7, perhaps suggesting 
slight erosion of the strate-
gy’s edge. 

The most intriguing data 
point: Five-year trailing cor-
relation declined from 0.26 
to 0.06, reflecting managers 
search for increasingly un-
correlated performance. 

RISKS AND  
OPPORTUNITIES
Allocators and asset manag-
ers remain cautiously opti-
mistic about markets. 

The four hedge fund manag-
ers interviewed in this year’s 
report share a more agnos-
tic view, believing it’s more 
effective to respond to what 
data and markets are telling 
them, rather than trying to an-
ticipate their behavior. 

Broader corporate and inves-
tor expectations, however, 
are unmistakably positive..

The Business Roundtable 
CEO Economic Outlook 
survey of 167 executives, 
conducted through the first 

collectively been on tear with 
assets of $276 billion at near 
record highs, according to 
HFR, a leading alternative 
database.

Several factors that continue 
to drive performance include 
structural improvements 
in sovereign debt markets 
and corporate restructur-
ings. Growing macro and 
geopolitical uncertainty 
have increased volatility and 
opportunities. 

Another systemic driver of 
returns: the limited amount 
of active fund assets invest-
ing in emerging market credit 
relative to the actual size 
of the EM debt market. J.P. 
Morgan estimated that as of 
fall 2025 that asset class had 
exceeded $31 trillion.

This year’s survey found EM 
fund count declined from 
seven last year to five, all of 
which are credit focused.  

Last year’s 11th-ranked Abu 
Dhabi-based FIM MENA, a 
regional equity fund, didn’t 
make the cut this year due 
flat performance in 2025. 
This year’s 10th-ranked 
FengHe Asia, which has 
made this survey for six 
straight years, changed its 
status to Asian equity long-
short.  

Despite this reduction, 
five-year annualized returns 
held steady between last 
year’s and this year’s report, 
drifting down only slightly 
from 13.5% to 13.3%. This 
was a full eight percentage 
points better than the BH EM 
strategy returns.

Worst drawdowns over the 
same period improved dra-
matically without 2020 in the 
mix, moving from -17.1% to 
-11.9%. This allowed volatility 
to ease from last year’s 11.1% 
to 8%. And this help boost 
the strategy’s Sharpe ratio 
from 1.1 to 1.3.

Collectively, these five 
emerging markets funds 
produced a lower market 
correlation, 0.32, than what 
the previous seven had re-
corded last year, 0.42. 

Multistrategy

With uber-sized multistrats 
finding it increasingly more 
challenging to effectively 
deploy massive sums (espe-
cially with other managers 
often chasing comparable 
ideas) and with the costs 

of PM talent skyrocketing, 
many appear content limiting 
risks and returning capital. 
This was apparent to Cita-
del’s Ken Grifffin back in late 
2024 when he said that the 
heyday of explosive mulst-
istrategy growth is history.

This doesn’t mean this 
strategy has lost its ability to 
generate compelling returns. 

This year’s survey has seen 
the number of qualifying 
multistrats jump from last 
year’s count of 9 to 13. The 
group is still generating 
double-digit returns with 
five-year annualized gains of 
12.2%, nearly seven percent-
age points higher than the 
BarclayHedge Multistrategy 
average.  

But it was more than a full 
percentage point decline 
last year’s five-year trailing 
returns of 13.3%. 

This year’s newcomers are 
quite a bit smaller than the 
likes of Citadel Welling-
ton, D.E. Shaw Composite, 
Point72, and Millennium. As 
of the end of 2025, Winton 
(profiled in this year’s report) 
was running $4.4 billion and 
Whitebox Multistrategy was 
managing $3.2 billion. 

Assets in RBC’s PH&N 
Absolute Return fund and 
Wexford Spectrum are under 
$1 billion. While the former 
generated 9% annualized 
returns over the last five 
years, Wexford’s gains were 
running at nearly 14%, which 

Source: Bloomberg

The reason why most hedge funds don’t 
qualify for this survey: They aren’t very 
consistent. 

Within the narrow universe of really 
good managers, a number don’t qualify 
because we can’t see their returns. For 
funds that can be tracked and don’t make 
the Top 50, it’s because they don’t meet 
all the thresholds. 

Several venerable managers that regu-
larly made the survey didn’t make the cut 
this year. 

Blue Diamond Non-Directional is a 
Swiss-based statistical arbitrage shop 
with $2 billion. It’s been around since 
2011 and has steadily risen in the sur-
vey’s ranking. Last year, it was No. 23 
with 5-year annualized returns of 13%. 
Since inception through 2024, gains ex-
ceeded 14% a year.  

But in 2025, it got tripped up by US tar-
iffs. It spent the rest of the year rallying 
just to get back into the black, return-
ing less than 3%, below the survey’s 6% 
threshold.  

The $330 million Houston-based 
hedged equity manager Voss Capital 
Value was a top-10 fund since it first qual-
ified in the 2022 survey. Its annualized 
returns since inception in 2011 were over 
18% through 2024. The trailing 5-year 
annualized number was more than 20%. 
But last year it lost -3.6%.  

Other funds that dropped off the list in-
clude multistrategy Hudson Bay and 
Mariner Atlantic. Both are proven man-
agers that have been around for de-
cades. But single-digit 2025 returns kept 
their trailing 5-year trailing performance 
from ranking within the Top 50.  

Why Some Good Funds Didn’t Make the Survey
Three managers that have never made 
the list, but look compelling, include Jer-
emy Zhu’s $313 million TCW Sepulveda 
Long/Short Equity fund. The Los Ange-
les-based shop has delivered annualized 
gains of 10.4% since it was launched 20 
years ago, and has generated double-dig-
its gains over four of its last five years. But 
in 2023, it failed to meet the hurdle rate of 
5.6%, with gains of only 4.4%. 

Zhu’s Value Focused fund has been an 
exceptional performer running a great-
er concentration of his best long ideas 
contained within his flagship offering. 
With fewer short positions, the fund has a 
higher net-long profile. Its 5-year trailing 
annualized returns are nearly 19%. But 
fund assets of only $42 million are well 
below the survey's $300 million thresh-
old.  

Two Seas Global, an event-driven fund 
with annualized returns exceeding 26%, 
has been generating among the highest 
gains of any manager in the Top 50. Sina 
Toussi’s Rye, NY-based fund is running 
$2 billion. But it fell two months short of 
the five-year minimum performance re-
cord necessary to qualify for inclusion.  

Chris Hentemann’s 400 Capital Credit 
Opportunities, a $2 billion asset-based 
lending fund, has  been generating annu-
alized returns of 10.4% since its launch in 
early 2009 with volatility of just 7%. Its 
worst drawdown occurred over the first 
two months of the pandemic when valu-
ations were tagged. But it still managed 
to eke out a gain of 1.8% in 2020. The 
New York- based fund missed out on be-
ing ranked because in 2022 it was down 
-5.66%, just 66 bps below the hurdle rate 
for that difficult year.

Continued on p. 36
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The Russian-Ukraine War will last longer than World War II. That’s unimaginable. With the US policy having 
turned away from Ukraine and NATO, Europe must commit to a different strategy to hasten the end of hostili-
ties and to better protect itself going forward.
Ukraine’s recent progress on the frontlines is now fueling threats from Moscow of expanding the war beyond 
Ukraine. Greater European engagement in the defense of Ukraine will enhance its own security, while signaling 
to the Kremlin that meddling in European affairs and violating its airspace will be met with force.
It will also signal to the US that European sovereignty isn’t selective and that it will be defended on both sides of 
the Atlantic.
The proposed strategic option, described below, didn’t garner sufficient Western support at the start of the war. 
Leading military experts are now behind closing western Ukrainian skies. It’s time to do just that.

COMMENTARY: TO DEFEND EUROPEAN 
SOVEREIGNTY, CLOSE UKRAINIAN SKIES

The Fifth Year of War

Though receiving scant 
media coverage for several 
years, the Russian-Ukrainian 
war is akin to a massive for-
est fire burning on the edge 
of Europe. 

•	 Over 125,000 Ukrainians 
have been killed (excluding 
civilians who’ve died from 
the lack of heat, medical 
care, and malnutrition); 
and over 400,000 Ukraini-
ans have been injured;

•	 Over 236,000 homes in 
Ukraine have been de-
stroyed--13% of the coun-
try’s housing;

•	 The war has triggered the 

A New Strategy
The prevailing message of 
most leaders on both sides of 
the Atlantic is the West can 
do little to change the trajec-
tory of the war until Russia 
and Ukraine sort things out 
for themselves. 

That’s just not true.

In addressing the Ukrainian 
peace talks that took place 
earlier this year, Dmytro Ku-
leba, the former Ukrainian 
foreign minister and a senior 
fellow at the Harvard Belfer 
Center, made a simple point 
that most other observers 
have failed to acknowledge: 
Changing the underlying 
balance of power is essential 

on these same Russian assets.

We should be under no illu-
sion: Europe’s latest financial 
plan alone will only help to 
finance Ukrainian resistance 
to Moscow and perpetuate 
the status quo. 

A change in the battlefield is 
the only way to bring about 

by Eric Uhlfelder, 15 June 2026

to achieving peace..

The recent decision by the 
European Union to indefi-
nitely freeze Russian assets 
and to collateralize loans 
against them to aid Ukraine 
is a promising move after 
years of paralysis about what 
to do with this treasure.

But it comes painfully late 
after years of Russian atroc-
ities, increasing drone and 
fighter jet incursions across 
NATO air space, intensified 
bombing of Ukraine since 
President Trump returned to 
the White House, the pres-
ident’s exclusion of Europe 
from peace negotiations, and 
US posturing to lay claims 

a desirable peace.

Ukrainian advancements in 
drone technology and de-
ployment along with Russia’s 
loss of access to Starlink sat-
ellite positioning data have 
seemingly turned the war’s 
momentum in Ukraine’s 
favor. 

Bakhmut 	 Credit: New York Times

But it’s too early to know 
how long this advantage will 
last or if Russia may close 
the technological gap as it 
ramps up its own production 
of drones.

According to Sweden’s De-
fense Minister Pål Jonson, 
“The security environment 

in Europe has deteriorated 
during the last 24 months. 
And we see a greater inclina-
tion from the Russian side 
to take greater operational 
risks.” 

Former US Ambassador 
to Russia Michael McFaul 
reminded me that the West 

largest European refugee 
crisis since WWII, with 
over 6.7 million refugees 
worldwide and 3.7 million 
internally displaced as of 
early 2026;

•	 Over 600,000 acres of 
Ukraine’s forests have 
burned;

•	 Over one million acres of 
Ukraine are littered with 
land mines;

•	 More than $300 billion in 
Western financial and mil-
itary aid has been funneled 
into Ukraine; and

•	 Europe's largest nuclear 
power plant is in the middle 
of a warzone.

Continued on next page
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had considered establishing 
a No-Fly zone in western 
Ukraine soon after the Rus-
sian invasion in 2022. But 
there wasn’t enough support 
to do so.

With Kyiv’s approval, NATO 
should do just that with Eu-
ropean funding for Ukraine 
paying for a large chunk of 
this deployment.

James Stavridis, a retired US 
Navy admiral and former su-
preme allied commander of 
NATO, knows, “establishing 
a no-fly zone is a very aggres-
sive move, and it carries real 
risk of further escalation.” 
But he also believes NATO 
has the resources already in 
place to do so, and given 
“Putin’s recklessness, ruth-
lessness and intransigence 
. . . we have arrived at the 
time to close the skies over 
Ukraine.” 

In doing so, European forces 
would need to voice with 
absolute clarity their rules 
of counter-engagement if 
their defensive systems are 
attacked. And the Kremlin 
needs to get that message.

The former Deputy Supreme 
Allied Commander Europe 
and Four-Star British Gen-
eral Richard Shirreff, agrees 
with Stavridis. Moreover, 
he argues that those who 

fear direct Western military 
involvement could lead to 
a much wider war are not 
seeing what’s really going 
on. “There’s a real risk of 
conflict expansion if Russia 
isn’t stopped now,” explains 
Shirreff, and the only way to 
stop Russia is to defeat it on 
the battlefield.”

Reinier van Lanschot, a 
Dutch member of the Eu-
ropean Parliament, recently 
told me that, “There is so 
much more we can do, from 
protecting Ukrainian skies 
with our own air forces to 
supplying Ukraine with deep 
strike capabilities. But the 
political will to do so is not 
there, yet.”

With portions of Europe 
lurching to the right, many 
leaders are reluctant to 
take such a bold step. But 
their recent commitment to 
rebuilding national mili-
taries should be married to 
bold defensive action, which 
could galvanize popular 
support.

In speaking about finance in 
a post-World War II order 
that we’re now in, ECB Pre-
isdent Christine Lagarde says 
as a rule, “Europe believes 
in collective action. It can 
be a very efficient tool. And 
it may be that Europe has a 

HEDGE FUND INVESTING DURING A TIME OF WAR 

This was the title of the  2022 Global Hedge Fund Survey. Its introduction focused on 
the likely near-term impacts of the Russian invasion of Ukraine and projected what 
Western actions would be necessary to preserve Ukrainian sovereignty.

Niall Ferguson contributed a prophetic observation: “After the first five weeks of war 
notable for the heroic success of the Ukrainian defenders against the Russian invad-
ers, I still cannot quite rid myself of the uneasy feeling that this is merely the opening 
act of a much larger tragedy.”

The report assessed the initial geopolitical shocks to global economies and markets, 
which were dismissed by many investment professionals who thought the war would 
be short-lived. 

We observed what most commentators were not seeing: “a de facto world war with 
a united West pursuing the most comprehensive intervention without troops ever 
pursued against a major power.” And it was clear back then that sanctions, transfers of 
weapons, and monetary aid alone would not likely be enough to end this asymmetrical 
war. 

Major conflicts rarely get effectively resolved without allies joining militarily to end 
them.

While none of the warring factions in the Balkan Wars of the 1990s possessed nuclear 
capabilities nor massive armies, there are some compelling parallels to Ukraine: a large 
imbalance of power, ferocious and relentless fighting that targeted civilians, ethnic 
cleansing, a major refugee crisis, and large numbers of casualties. 

The massacre at Srebrenica where 8,000 Bosnian men and boys were slaughtered 
was a tipping point.

Gilbert Reid, a Canadian diplomat working in Italy around that time, wrote: “If great na-
tions abdicate responsibility for the peace of the world and the survival of its peoples 
to powerless negotiators, the result will be more tragedies like Bosnia and Croatia . . . 
This is an indelible shame for the West; an ominous indication of the future.”

When NATO decided to intervene militarily, which didn’t involve boots on the ground, 
it soon brought the warring factions to the negotiating table. This led to the Dayton 
Agreement, which has largely held. The same sequence played out several years later 
in Kosovo.

Two notable takeaways from the wars: NATO came to the aid of non-member states, 
and Russia helped facilitate peace once NATO committed itself to military intervention.

Eric Uhlfelder has written exten-
sively about European markets 
and geopolitics and wrote one of 
the first books on currency union 
entitled, “Investing in the New 
Europe,” Bloomberg Press.

Commentary continued from p. 30 

leading role in that regard.”

To have weight, that leader-
ship needs to extend beyond 
finance.

To help claim their place in 
this new order, European 
leaders should deftly culti-
vate public support, explain-
ing it’s in their own self-in-
terest: The most efficient 
way of bringing the war to 
an end and the best chance 
to of lowering risks of future 
conflict with Moscow.

Eurasia Group, a leading 
geopolitical consultancy, 
believes “Putin’s desire is to 
undermine Western democ-
racies and provoke chaos in 
the Western alliance system 
and to undermine the U.S.-
led global order. Russia will 
take hostile, asymmetric 
steps against EU countries—
particularly those on the 
front lines—as they contin-
ue to support anti-Russian 
policies.”

The head of Britain’s Intel-
ligence Service MI6, Blaise 
Metreweli, says Russia poses 
an acute threat to the West, 
plotting arson and sabotage 
operations, assassinations, 
and cyber and drone attacks 
across Europe.

Extending even an imperfect 
shield over western Ukraine 
would be a huge morale 

No policy guarantees success. 
But this move would shock 
the World War I-like slog 
into which the war has de-
volved and send an unequiv-
ocal message to the Kremlin 
that resets the calculus of war 
on all sides. There would be 
little Russia could do about 
it save risking a major esca-
lation of fighting, which will 
not end well for Moscow.

This move would reverse 
the continent’s tendency 
to shy away from Russian 
intimidation, motivating 
Europe to start making its 
own demands on Moscow, 
supported by most of the 
civilized world, serving as 
a potential model for how 
the West should respond to 
future threats.

The celebrated 20th century 
English philosopher Ald-
ous Huxley put it perfectly: 
“Reality cannot be ignored 
except at a price; and the 
longer this ignorance per-
sists, the higher and the more 
terrible becomes the price 
that must be paid.

boost for the country. It 
would help Kyiv refocus its 
manpower and weapons to 
the east, where the main 
fighting is, while helping to 
protect critical Ukrainian 
energy infrastructure. And it 
would save lives.

Another benefit: It would 
encourage Ukrainian expa-
triates to return home to 
support Ukrainian businesses 
and the war effort, and bring 
family members closer to 
those who are fighting. This 
would enhance the country’s 
economy, finances, and abil-
ity to sustain critical interna-
tional financial support. 

Further, it would help pro-
tect the growing number of 
European defense business 
ventures inside Ukraine, 
some of which are key play-
ers in helping protect Middle 
East nations.

Russian nuclear bell ringing 
would surely follow such an 
announcement. Standing up 
to this threat is the only way 
Europe can prevent Moscow 
from playing this card every 
time it wants something. 
Holding the line in this way 
is essential to forging peace.

Ukrainians alone will remain 
on the frontlines supported 
by the continued flow of 
Western weapons.

https://www.globalinvestmentreport.net/wp-content/uploads/2022/06/GIR-Article-2022-1H-final-v2.pdf
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on jet fuel prices, which had doubled 
before easing a bit. This is interrupting 
global airline travel. Lufthansa an-
nounced cuts of 20,000 flights, United 
axed 5% of flights, and Delta 3.5%. Even 
if the conflict completely ended to-
morrow, this issue will likely be with us 
through the rest of 2026. And if peace 
isn’t restored by mid-summer, these 
issues will extend well into 2027.

But what’s also interesting is see-
ing how countries and companies 
have adapted to the loss of Gulf oil.  
There’s some demand destruction 
and rationing, but there are also signs 
of buyers finding alternative sellers 
in Brazil, Malaysia and elsewhere.  It’s 
a big shock with some very localized 

pain points, but it may not be the catastrophic 
outcome many of us initially feared.

Hasn’t this already reached a critical stage 
in Europe and Asia where most energy is 
imported?

Yes. More restricted energy supplies are al-
ready slowing growth in many foreign econo-
mies by driving inflation, increasing production 
costs, and constraining supply chains. The Eu-
rozone, Asia, and emerging markets face the 
steepest challenges. The silver lining is green 
energy initiatives are getting a boost, even in 
the US where federal policy has pushed back 
against them.

Ironically, while the US triggered these short-
ages when it launched the war, America’s vast 
domestic energy supplies and its generally 
inward-facing economy have helped cushion 
the most severe impacts. 

Will energy shortages materially affect GDP 
and investors?

It seems to me that’s where we’re heading, 
even if things get resolved fairly quickly. This 
is already evident in growth estimate down-
grades, but it’s still hard to know how much 

Christopher Smart Fears Turbulence Will Remain Even  
After the Strait of Hormuz Reopens  

A leading geopolitical strategist expects 
instability and volatility to continue buffeting 
economies and markets for the rest of the 
year due to the war in Iran and mercurial US 
leadership. This will create risks and op-
portunities across various economies and 
industries as markets respond to geopolitical 
events and energy supply chain disruptions. 

While major shocks create long and short 
investment opportunities, Christopher Smart 
contends geopolitical tears will trigger 
slower moving changes, like shifting tectonic 
plates, that can dramatically alter future eco-
nomic growth and market behavior. Below, 
we explore what all this may mean.

Thanks for joining us, Christopher. Please 
handicap near- and medium-term effects 
the war is having on energy.

Pleasure being here, Eric. Gasoline prices 
are likely to stay higher for longer, adding to 
the stress already being felt by middle- and 
lower-income households as higher costs for 
petroleum-based goods and transportation of 
these goods further push up prices. 

We’re seeing the most significant impacts 

eyebrows in North Asia. India and Pakistan will 
continue to square off in South Asia.  

At the same time as these geopolitical risks 
are rising, many governments are being forced 
to confront significant demographic changes 
with expanding older, dependent populations 
and shrinking, working-age populations. 

Then there’s AI, which will disrupt business 
models and government finances in ways that 
are hard to predict.

Has the administration’s deemphasis of 
expertise and experience in critical leader-
ship positions factored into the US having 
become an increasing source of risk?

The president’s decision-making process 
seems to rely less on expert advisors, and this 
may have played a role in the US going to war 
with Israel against Iran. US policy has become 
less predictable and cuts to the National 
Security Council and State Department staffs 
have not helped.

Despite the widespread damage the US has 
inflicted on Iran, I doubt the president will 
secure better terms than the Obama admin-
istration’s 2015 agreement. These are also 
extremely complicated issues to negotiate 
and experts need to be involved in the details.. 
Deal monitoring requires a great deal of pa-
tience, sophistication, and expertise. Unfortu-
nately, these qualities are not in ready supply 
in the current administration.

Furthermore, agreements must be able to 
survive leadership changes on both sides, 
to ensure differences get resolved. Without 
folks who understand history, technology, and 
economics, these deals can fall apart. 

Back in the 1960s, New York Senator Robert 
F. Kennedy eloquently cited the limits of US 
military power to bend countries to our will. 
There are threads linking the 1960s with 
today: an unpopular war, growing concen-
tration of executive power, declining trust in 
government, surging political violence, and 
an expanding wealth gap. Are these mean-
ingful parallels and if so, what might they 
portend?

I’m not sure. But it may be worth considering 
that those who thought we couldn’t recover 
from the 1960s were proven wrong. I believe 
we’ll see a similar response in the years ahead. 
This includes a new Congress that reasserts 
its role in American government to help re-
store trust, checks and balances, independent 
regulators, and judicial review. And I expect to 
see a renewed trust in science, research, and 
universities. These qualities are at the heart of 
why people invest here, creating the world’s 
most innovative companies. That contributes 
to robust economic growth and underpins the 
dollar’s safe haven status. None of that is guar-
anteed. But the country has overcome many 
crises in its history, and as Joe Biden used to 
say, don’t ever bet against the United States.

Please discuss concerns you have about 
continued fracturing of the Western Alli-
ance, most recently marked by the failure of 
the US not consulting allies in planning and 
executing the Iran war. What happens if ally 
cooperation continues to erode?

After a century of mostly working together, 
much of Europe doesn’t feel like it can count 
on the US as a reliable political, economic, and 
defense partner. Europe is turning inward to 
enhance coordination and implementation of 
policy across the EU, especially for defense. 
And I think this will lead to greater European 
political cooperation, which will be a good 
thing.

It’s uncertain how long it will take before 
there’s evidence of coherent European 
foreign and security policies. But with much 
of the continent united against Moscow, we’ll 
likely see increased defense spending, further 
support for Ukraine, and resistance against 
unacceptable peace terms foisted on Kyiv. 

The US relationship with Europe will continue 
to evolve, with the continent growing less 
dependent on the States. That said, I still can’t 
imagine the two being fundamentally at odds 
with one another.

Is Moscow a systemic threat to Europe?

For now, yes. Ukraine has responded admi-
rably, and Kyiv will be an important player in 
shaping the future of Europe’s defense. But 

the continent is just learning how to respond 
to Ukraine and Russia with declining American 
aid. This will include building up more logistical 
support and enhancing intelligence capabili-
ties. But it will take years for the credibility of 
European security guarantees to match what 
might’ve been possible with US cooperation. 

Would some form of direct European mili-
tary assistance to Ukraine, such as securing 
western Ukrainian airspace, help establish 
such credibility?

I’m not sure. The problem with a European-on-
ly initiative at this moment is that the continent 
always responds more slowly than one would 
hope. But NATO will not disappear, and US 
baseline support under President Trump will 
likely remain. I believe that includes backstop-
ping Europe if necessary. 

Do you think President Trump’s decision to 
allow Russia to sell oil will fracture the sanc-
tions wall that Europe has helped impose at 
great cost to its citizens?

Over the near-term, I don’t think so.  Europe 
has become much more hawkish on sanctions 
than Trump..

If the peace dividend that started being 
paid in the aftermath of the fall of the Soviet 
Union contributed materially to our de-
cades-long equity rally and falling rates, 
does the sharp global resurgence of defense 
spending threaten to restrain economic and 
equity growth?

The peace dividend was important. But there 
were other structural changes that were 
playing out at the time that arguably were even 
more important. They included the opening up 
of trade with China, the collapse of Com-
munism in Eastern Europe, and the expand-
ing savings glut in Asia. This helped boost 
demand and while keeping inflation low.  That 
was all very positive for economic growth and 
lower interest rates.

Expansive military spending in the US, Europe, 
Japan, and elsewhere will reverse some of 
these trends, contributing to greater inflation 
in the near term and limiting central bank 
rate cuts. Down the road, I worry that the 

growth will be hurt. 

Investor complacency has sustained overall 
equity valuations, supported by a resurging 
support for tech shares. But I don’t think 
institutional patience is unlimited and if supply 
shocks cascade beyond current expecta-
tions, we could be in for a material selloff. 

Shocks like this can accelerate corporate 
mergers, most likely involving struggling 
entities with weak balance sheets that already 
have been considered for acquisition. Target 
industries include transportation, hospitality, 
and tourism.

Even though the rally is AI-driven, equity 
markets around the globe are hitting record 
highs. How do you square that with so 
many clear and present risks that could get 
worse?

Markets are always very focused on earnings 
and inflation. Inflation is clearly ticking up in 
the US and earnings remain healthy. AI capital 
investment is doing a lot to keep the economy 
strong, but unemployment is also low and con-
sumer spending is steady. If there is a more 
serious energy shock, I think investors believe 
the Fed has the tools to contain it.

Beyond the Iran conflict, what broader 
macro and geopolitical risks concern you 
most?

The defining feature of the next decade will 
remain the rising tension between the US 
and China. Trump and Xi have chosen to 
calm relations for now for their own domestic 
purposes. Their summit went well in the sense 
that it established a framework for further 
dialogue and they are due to meet again three 
more times this year.  Still, inevitable tensions 
remain over a host of issues: US technology, 
Chinese rare earths, the US budget deficit, 
and the Chinese current account surplus.  

Regional tensions in Europe are likely to 
increase, too.  Japan’s militarization is raising 
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further buildup of long-term debt will crowd 
out some of the investment that supports 
growth.

Ray Dalio is concerned that increasing 
global remilitarization and the breakdown 
of post-World War II order are increasing 
the chances of the world entering another 
period of large-scale war. Any thoughts on 
this?

Ray Dalio is a thoughtful observer and surely 
a talented investor. But I think he sometimes 
describes trends as a part of an inevita-
ble order that doesn’t always neatly play 
out. History does a lot more rhyming than 
repeating. I’m not sure we’re necessarily 
heading to another world war. I think Ray’s 
thinking may be too mechanical in suggest-
ing there is no way to avoid this disaster.

OK. But large-scale remilitarization isn’t 
a benign sign. Rather than discouraging 
conflict, armies that are built up often are 
deployed as aggression tends to beget 
aggression.

Yes. It’s never a good thing when govern-
ments are spending money on armaments 
rather than economic development. Still, 
there’s nothing inevitable about the next 
phase of geopolitics we are entering.  Lead-
ers can make choices that lead to better 
outcomes, especially when their economies 
are so interdependent.  They may make bad 
choices, but nothing is inevitable. 

There’s an ever-growing need for effective 
diplomacy to help resolve existing wars 
and brewing conflicts. Are we seeing a 
reduced emphasis on problem solving or 
are diplomatic corps still fairly robust and 
we are simply in a more bellicose time?

There’s a lot of turmoil at the US State 
Department, but I think that’s a temporary 
phenomenon. Most of the additional military 

spending in the world has to do with shifting 
alliances and threats. The combination of a 
renewed threat from Russia and a reorien-
tation of US priorities clearly has everyone’s 
attention in Europe. Japan is increasingly 
worried about China’s growing navy. I’m not 
sure the world is turning away from diplo-
macy so much as hoping to have a back-up 
plan just in case. 

Factoring in AI-driven borrowing de-
mands, can capital markets absorb rising 
government debt without pushing up 
rates?

While there has already been a significant 
round of AI debt issuance, many big tech 
firms are self-financing. I believe this leaves 
enough capacity to finance additional 
AI demand without driving interest rates 
higher. The larger concern is the timing of 
revenue creation from these AI investments 
and whether these streams will be suffi-
cient to service the debt in the years ahead.  
Rising government indebtedness presents 
a separate problem, because political 
leaders refuse to raise taxes that would help 
stabilize deficits and debt levels.  It’s hard to 
know when a crisis may be imminent, but it’s 
clearly a problem to watch.

Are you concerned that private credit 
risk could damage debt markets if private 
funds continue to struggle?

We’re clearly seeing a downturn in certain 
sectors. But several factors may mitigate 
the risks. First, endowments, pension funds, 
and insurance companies—key investors 
in private markets—have very long-term 
horizons and many will see falling prices as 
buying opportunities. That should reduce 
the odds of cascading defaults tipping the 
economy into recession. Second, private 
credit markets are relatively small com-
pared to the broader banking system and 
investment-grade bond market and unlikely 

to pose the same systemic threats that sub-
prime lending did in 2008.

Where do you see short- and long-term 
rates heading this year?

Short-term rates will probably continue to 
edge higher as prices continue to rise and 
the conflict adds uncertainty. In this envi-
ronment, the Fed will find it hard to cut rates. 
And now there is growing concern that the 
Fed may be forced to push rates higher. 
Longer-term rates may rise, however, there 
may be a limit on how far they rise as reces-
sionary fears re-emerge.

Are you concerned the new Fed chairman 
will have trouble sustaining the bank’s 
independence?

Not yet. The president’s attacks on Chair-
man Powell haven’t been helpful. But I don’t 
think markets are worried that near-term 
Fed behavior is contingent on a call from 
the White House. As I just mentioned, I think 
Chair Kevin Warsh will have a hard time 
pushing rates lower when inflation is steadily 
rising.

What’s the likely outcome of the mid-
terms?

The House will likely turn Democratic with 
the Senate a toss-up. The president will 
have less leeway to get legislation passed, 
and investigations into the executive branch 
will further clog up deal making. So, I don’t 
expect much legislation will get done as 
politicians increasingly turn their focus to 
the presidential race in 2028. 

Thank you Christopher for quite a tour of 
major domestic and global issues. Hopefully, 
we can follow up with you in the second 
half of the year to see how many of these 
matters are playing out.

Eric  Uhlfelder, June 2026

Christopher Smart Interview continued from p. 34 
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two weeks in June, captured 
this sentiment.

Though CEOs believe hiring 
will likely remain constrained 
for the rest of the year, they 
think capital investment 
spending and sales growth 
will be robust, running at lev-
els not seen in four years.

Business Roundtable Chair 
Chuck Robbins, Cisco’s chair 
and CEO, is concerned that 
consumers and businesses 
continue to face headwinds. 
He thinks, “Washington can 
help build confidence and 
drive growth by extending 
the U.S.-Mexico-Canada 
Agreement, modernizing 
the permiting process, and 
adopting a federal frame-
work for AI regulation that 
protects US technology 
leadership."

These positive findings may 
even be a bit understated, 
having come out a week be-
fore the US and Iran released 
their joint memo of under-
standing.

Strait of Hormuz

The conflict that triggered 
the swoon in stocks and 
bonds in late winter and 
stressed the global economy 
has not been remedied. 

The current accord be-
tween the US and Iran will 
likely ease financial strains 
over the near term, but it’s 
setting the stage for great-
er uncertainty. Instead of a 
nuclear capability it has been 

coveting, Iran now possess-
es perhaps an even more 
potent demonstrated global 
threat in controlling the Strait 
of Hormuz. Its closure has al-
ready cowed a Super Power.

Eurasia Group’s Ian Bremmer 
and Firas Maksad put it sim-
ply: “The cease-fire does not 
mark the end of this chapter 
of conflict and regional divi-
sion in the Middle East; it is 
instead driving a geopolitical 
realignment along new fault 
lines.” 

Believing Iran is now in a 
stronger strategic position, 
they predict a more polar-
ized and fractured Middle 
East. 

This leading geopolitical 
consultancy argues that the 
war (i.e., President Trump) 
has, “accelerated the col-
lapse of the US-anchored 
order that held the Middle 
East together for decades. 
That arrangement kept oil 
flowing, rival powers out of 
the region, and Washington 
the broker of everything that 
mattered, from Iranian con-
tainment to the more recent 
Arab-Israeli normalization 
process. It was already 
fraying before the fighting 
started. The war broke it.”

We saw a similar break 
when the Kremlin decided 
to challenge the post-World 
War II order by invading 
Ukraine in 2022, causing a 
major realignment of trade 
and energy flows that now 

has become the status quo. 
And the chances of Russia 
and Ukraine reaching a near-
term detente is even more 
remote than the US and Iran. 
(See sidebar on Ukraine pp. 
29-32.)

These developments, ac-
cording to Ray Dalio, are like-
ly to increase disorder and 
conflict. (See his thoughts on 
p. 3.)

Despite palpable chaos 
triggered by reduced ener-
gy flows since Iran closed 
shipping through the Strait 
on February 28, the Inter-
national Monetary Fund 
and the World Bank believe 
improving energy efficiency 
has mitigated the shock.

The ability to respond to 
stress may be an evolving 

hallmark of today’s global 
economy. 

Geopolitical strategist 
Christopher Smart, who 
spoke at length in our fea-
ture Q&A (pp. 33-35), has 
observed, “countries and 
companies are adapting to 
the loss of Gulf oil. There's 
some demand destruction 
and rationing, but there are 
also signs of buyers finding 
alternative sellers in Brazil, 
Malaysia, and elsewhere. It's 
a big shock with some very 
localized pain points, but it 
may not be the catastrophic 
outcome many of us initially 
feared.”

Nevertheless, the impact 
of the war has cut growth 
expectations. Formerly 

HEDGE FUNDS BEAT EM INDEX RETURNS

Source: Bloomberg

Continued on p. 41







2026 SURVEY OF THE TOP 50 HEDGE FUNDS: 23RD ANNUAL EDITION

41 42

GLOBAL INVESTMENT REPORT GLOBAL INVESTMENT REPORT

projecting a benign outlook 
earlier this year, the World 
Bank has lowered its 2026 
growth forecast from 2.7% to 
2.5%. This is a 40bps decline 
from its 2025 numbers.

It warns growth could slow 
even further to 1.3% if energy 
disruptions are exacerbated, 
triggering material stress 
across financial markets.

Smart doesn’t think that’s 
likely. “While there are clear 
questions surrounding just 
how quickly the flow of oil will 
be restored,” he says, “nei-
ther side is eager to re-start 
hostilities anytime soon. 
So, they will likely find a way 
to keep the peace and get 
the oil flowing without ever 
really resolving questions on 
nuclear enrichment, regional 
proxies or even Iran’s missile 
program.”

Indomitable Markets

A recent chart that ran in The 
Economist (p. 42) makes an 
intriguing point about the 
connection between various 
macro risks and markets. 
Since the start of 2020, 
there doesn’t seem to be any.

A global pandemic, major 
military conflict, and trade 
wars affecting critical global 
goods and commodities 
don’t seem to sidetrack mar-
kets very long. They instead 
appear to be increasingly 
seen as buying opportuni-
ties, which act as a self-cor-
recting mechanism, despite 
no fundamental reduction of 

com, a rival chip-designer, 
should do nearly as well. 
Micron and Sandisk, which 
make memory chips that are 
handy for AI and increasingly 
in short supply, are forecast 
to increase their earnings 
seven-fold and 16-fold, re-
spectively.”

Snider says such profits are 
distinguishing the current 
tech boom from the Internet 
craze three decades earlier. 
“Share prices and earnings 
have moved hand in hand,” 
he explains, and “this close 
relationship stands in sharp 
contrast to the late 1990s, 
when investors bid up valua-
tion multiples in expectation 
of earnings far in the future.”

However, he cautions that 
the “10 largest companies 
now account for 41 per cent 
of index market capitaliza-
tion, the highest share in 
decades.” Even that didn’t 
happen in the lead up to the 
Tech Wreck of 2000 (see 
chart to the right).

He also warns that if tran-
siting the Strait of Hormuz 
remains a material issue, it 
will continue to exert “pres-
sure on corporate profit 
margins, consumer wallets 
and interest rates.”

Snider also sees market risk 
related to massive IPOs that 
will likely enhance near-term 
volatility as investors scram-
ble to significantly adjust 
their portfolios, triggering a 
slew of sells and buys.

Once new issues like 
SpaceX are folded into 
major equity indices, they will 
further exaggerate equity 
concentration and sector 
weightings.

While aware of the earnings 
outlook, Goldman Sachs’ 
Chief Executive David Sol-
omon is concerned about 
momentum. In discounting 
various risks, he believes the 

Alignment of Interests
Absolute Return has consistently per-
formed as an all-weather fund as investors 
were promised. Graham has honored all 
redemption terms, and never gated or 
suspended any of its funds, nor rely on 
side-pockets.

Management’s 5% stake across the firm’s 
investment strategies ensures Graham’s in-
terests are in sync with its investors.

As returns rise, Series C’s unique cost 
structure enables management fee to be 
increasingly credited against the incentive 
fee. This means fees are limited when the 
fund performance doesn’t exceed a hur-
dle tied to the prevailing risk-free rate. In 
2018, 2020, and 2023, when gains didn’t 
top 6.2%, investors only paid a 1.75% 
management fee. When the fund excelled 
as it did in 2022, 2024, and 2025, man-
agement collected a flat incentive fee of 
30%. 

The fund never levies pass-through ex-
penses.

Looking Ahead
While the firm doesn’t impose a house 
view on traders, Tropin is worried about 
record equity valuations, especially during 
a time of war, rising inflation, and escalat-
ing geopolitical risks.

“Left-tail risks are periodic facts of life,” 
Tropin explains, “but unlike the Great 
Recession, the pandemic, and the Russian 
invasion of Ukraine, the Iranian war was 
suddenly thrust upon the world, which 
made it far more challenging to deal with.”

His baseline response to higher levels of 
uncertainty was to moderate risk as vol-

atility rose.

This was especially important in manag-
ing fixed-income market exposure, whose 
behavior, Tropin says, is normally predict-
able. “But it became insanely unpredict-
able after the Iran war started,” he ob-
served, “because the impact of the energy 
shock was simply unknowable.”

Graham’s President and CIO Jens Foeh-
renbach says the firm now is, “focused on 
the risk that inflation remains higher for 
longer in the second half of the year.”

This is due to convergence of many vari-
ables.

“The war acts like a tax,” notes Foehren-
bach, “and there are private credit issues 
affecting capital availability. AI is begin-
ning to support investment and produc-
tivity, but restrains hiring at the margin.” 
Trade policy uncertainty will continue to 
be an issue. And the upcoming midterms 
add uncertainty about how fiscal policy 
may shift.

The question for markets now is not 
whether growth is slowing, but whether 
inflation proves persistent enough to keep 
central banks cautious for longer.

Ken Tropin, however, does feel certain 
about several things. 

First, the most powerful force is market 
momentum, currently driven by the em-
brace of AI, deregulation, and corporate 
actions. Second, economies and markets 
will remain dynamic, full of risks and op-
portunities. And third, effective alterna-
tive investments need to mitigate client 
portfolio volatility through delivery of 
consistently uncorrelated performance re-
gardless of what markets are doing.

Graham Absolute Return C Series continued from p. 40

underlying risk.

At this moment, corporate 
performance is supporting 
current optimism.

As of the end of May, the 
global financial tracking firm, 
FactSet, reported some 
pretty heady earnings num-
bers driving the US equity 
rally. 

With virtually all the S&P 500 
companies having reported, 
first quarter year-over-year 
earnings growth was 28.6%, 
propelled by tech and AI.

But growth has not been 
limited to tech. 

According to chief US equity 
strategist at Goldman Sachs 
Ben Snider, “the median S&P 
500 company, excluding the 
mega-cap tech stocks, re-
ported growth of 14 per cent, 
making this the strongest 
quarter in over a decade 
outside of the 2018 tax cuts 
and the 2021 Covid reopen-
ing period.”

The financial industry and 
materials sector saw profits 
up by 20%, and mining and 
metals’ earnings jumped by 
90%.

The outlook for the next 12 
months suggests sustained 
earnings momentum.

Four of the five largest 
contributors to the Index’s 
earnings are likely to see 
profitability surge. According 
to The Economist, “Nvidia 
is expected to increase its 
already high earnings in 
2026 by nearly 80%. Broad-

Source: S&P Global / Financial Times

Source: LSEG Workspace / The Economist  
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market is acting more from 
greed than fear and reminds 
investors that market senti-

ment “can turn into fear very 
quickly.”

Allocators

Many allocators I regular-
ly interview appear to be 
ignoring noise coming out of 
1600 Pennsylvania Avenue 
and instead focus on what 
markets are saying.

Patrick Ghali, a partner at the 
London-based global con-
sultancy Sussex Partners, 
observed that before the US 
and Iran signed their memo 
of understanding, markets 
were looking past the pres-
ident’s actions, just as they 
learned to look past the initial 
shock from Russia’s invasion 
of Ukraine.

Anthony Novara, director 
of alternatives and market 
research at the $413 billion 
Fiducient Advisors based 
in Chicago, puts it slightly 
different: “Wall Street seems 
increasingly indifferent to 
external shocks.”

Head of investment solutions 
and institutional clients at 
the $14 billion Swiss-based 
NS Partners Cedric Dingens 
believes that despite the 
President’s consistent ability 
to create short-term volatility, 
“the market has learned to 
tune him out.” 

For NS Partners, this cre-
ates buying opportunities 

as it sustains existing medi-
um-term convictions.

Dingens says the cogni-
tive dissonance between 
record-breaking markets 
and geopolitical risks, “isn’t 
as shocking as it initially 
seemed, driven by real and 
forward earnings expecta-
tions,” and markets’ improv-
ing ability to work past supply 
constraints since the pan-
demic struck.

He is concerned, however, 
that US earnings are sup-
ported by one-time boosts 
from tax cuts, along with 
deregulation fueling corpo-
rate activity, and an “all-in” 
belief in AI. Dingens sees this 
propelling the US debt and 
deficit and partially explains 
why he has turned bearish 
toward the dollar. 

He expects the second half 
of 2026 to continue where 
the first half left off: “a vola-
tile rally that pushes stocks 
higher, interest rates that 
won’t decline but will not be 
materially raised because 
growth is still risky, and lots of 
geopolitical worries that will 
not be resolved.”

“With AI making up more than 
40% of the S&P 500 valua-
tion,” Novara worries that it 

“represents a systemic risk, 
wherein we think it’s better to 
have too little exposure than 
too much.”

He addresses equity risk 
by having half his portfolio 
in fixed income risk assets 
and 20% in uncorrelated 
strategies, including macro, 
volatility arbitrage, and quan-
titative trading. The balance 
is focused on hedged equity. 
Regular rebalancing ensures 
this weighting is maintained.

While war and AI have dom-
inated much of the current 
discussion, Novara also is 
concerned about private 
credit, especially in seeing 
leverage piled on leverage 
and the lack of transparency. 

He worries borrowing cov-
enants are not particularly 
attractive and private equity 
is getting increasingly inter-
twined with private credit, 
adding to risk. 

“Any significant sell off in 
private credit,” says Novara, 
“could encourage unrelated 
investors to reduce expo-
sure, creating knock-on 
effects beyond private credit 
space.”

Overseeing $3.5 billion as 
head of hedge fund allo-

cations at the World Bank 
Pension Fund, Mohamed 
Farid remains agnostic about 
where the market or the 
economy is heading. “Uncer-
tainty and volatility will likely 
continue for the rest of the 
year and beyond,” says Farid, 
“since it’s a reflection of the 
manner in which the US pres-
ident operates.” 

Farid is beginning to judi-
ciously add AI exposure.

But he’s concerned that, “if 
massive cap-ex spending 
doesn’t lead to sufficient 

sales and profit growth, then 
the Magnificent 7 could end 
up having a reverse, gravi-
tational pull on markets that 
are already expensive and 
overinvested.”

Farid adds, growing market 
leverage increases risk of 
margin calls. And he wouldn’t 
be surprised, “if during this 
extreme period of spending 
and leverage that the SEC 
is not sufficiently monitoring 
systemic risks that are build-
ing up.” 

Worst case: He fears a 

scenario comparable to the 
lending crisis that fueled the 
Great Recession.

It’s hard to know whether this 
indomitable bull market is 
setting up financial hazards 
that investors will pay for lat-
er. Corrections are periodic 
realities. 

But compared to the previ-
ous period of very low inter-
est rates that ran between 
the Great Recession and the 
pandemic, Graham Capital’s 
Ken Tropin prefers “these 
more interesting times.”  ■
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The 16th president restored guardrails that had been shattered, reconstructing 
the country and setting it on course to reach its 250th anniversary.

Credit: Rick Berk

Source: Semafor
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