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Hedge Fund
Confidence Index

The AIMA Hedge Fund Confidence Index (HFCI) is a new global index that measures the level

of confidence hedge funds have in the economic prospects of their business over the next 12
months. A product of AIMA, Simmons & Simmons and Seward & Kissel, the HFCl is calculated
during the final two weeks of each quarter and published at the start of the subsequent
quarter.

Selecting the appropriate level of confidence, respondents are asked to choose from a range of -50 to
+50, where +50 indicates the highest possible level of economic confidence for the firm over the next
12 months. When considering how best to measure their level of economic confidence, hedge fund
respondents are asked to consider the following factors: their firm’s ability to raise capital, their firm’s
ability to generate revenue and manage costs, and the overall performance of their fund(s).

Breakdown of respondents

Estimated assets under management for hedge fund respondents: US$1.87 trillion
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https://www.aima.org/educate/aima-hedge-fund-confidence-index-hfci.html
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Q1 2022 results

Based on a sample of more than 300 hedge funds (accounting for approx. US$1.9 trillion in assets)
that participated in the index, the average measure of confidence (in the economic prospects of their
business over the coming 12 months) is +17," just over one point higher than the score reported in
the fourth quarter of last year. Amidst greater market turbulence, increasing geo-political tensions in
Ukraine, as well as a renewed set of regulatory challenges in particular for the private fund industry
in the US, over 90% of all hedge funds that participated in the index are confident in the economic
prospects of their business over the coming 12 months.

Overall, how would you score your confidence in the economic prospects of your business over
the next 12 months, compared to the previous 12 months, on a scale of +50 to -50? (Hedge fund
managers)

Q1 overall confidence score: +17
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1  The average confidence numbers and charts within are based on confidence scores between -49 and +49. This has been done to remove
outliers which would otherwise skew results.
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Breakdown by hedge fund by size

Observing the funds’ confidence levels based on size, we split the population of responses into larger
funds (for those that manage greater than US$1 billion in assets) accounting for 72% of the total
number of responses while smaller funds (for those that manage US$1 billion or less) make up the
remaining 28%. In comparison to the fourth quarter, larger fund managers express the highest levels of
confidence, posting three points higher than smaller managers.
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Confidence score: +17.7

3



+SIMMmMons
fsimmons

PNV SEwARD &
KISSEL LLP

Breakdown by hedge fund location

On a regional basis, two out of the three global regions posted lower confidence levels than in the
fourth quarter of last year. Hedge fund firms in the UK continue to buck the trend set by their regional
peers, with the average confidence score by UK hedge funds being above +20 for the second time in
the last three quarters. Notably, nearly half of all participants (47%) this quarter are UK based, helping
to underwrite the global average confidence score.

By comparison, confidence levels among APAC and North American hedge fund managers continue
their downward trend of recent quarters with the latter reporting their lowest confidence score to
date, 42% from the high recorded in Q2 last year.

The largest disparity in the confidence scores reported this quarter is reflective of the region where
hedge funds are based rather than their strategy or size.

EMEA (excluding UK) UK
80% 75% 60%
0 51%
70% 50%
60%
40%
50% ’
40% 30%
30% 20% 18% 18%
20% . 0 10%
o 13% 13% 10%
° L ~ |
0% 0% —
9to0 1to 10 11 to 20 9to0 1to10 11to20 21to30 31to40 41to49
Confidence score: +11.8 Confidence score: +20.7
North America APAC
35% 33% 50%
44%
30% 45%
40%
25% 35%
20% 19% 19% 30%
15% 25% 23% 23%
11% 20%
10%
6% 6% 15%
5% 2% 2% 10%
1% o o, 4%
0% W= [ | 5% 3% 3%
-39to -29to--19to- -9to0 1to10 11to 21to 31to 41to 0% L
30 20 10 20 30 40 49 -19to -10 9to0 1to 10 11 to 20 21to 30 31to 40
Confidence score: +13 Confidence score: +14.8



,simmons

simmons

PNV SEwARD &
KISSEL LLP

Confidence levels reported by hedge funds remains resilient

Confidence levels reported by hedge funds remains resilient despite a number of prevailing
headwinds impacting the global economy, including the war in the Ukraine and subsequent economic
sanctions being imposed, consumer price inflation being at a 40-year high, not forgetting new
regulatory and compliance demands.

Through the end of February, hedge fund returns has been mixed. While some fund strategies have
experienced a challenging start to the year, others have thrived. Undoubtedly performance dispersion
across the industry has become even more pronounced.

Upon closer examination of the hedge fund strategies that we polled, global macro (+19) and multi-
strategy (+18) reported the highest confidence scores. It is therefore little wonder why both were
voted as being among the most popular strategies that investors would allocate to in the first six
months of this year.? As we close the quarter, indications are that investors have made good their
intentions, with industry vendors suggesting that there has been net inflows over the quarter.

Elsewhere, regulatory and compliance headwinds across the industry have intensified, in particular
for private funds following a series of proposals announced by the SEC in March. If approved in their
current form, they would represent a serious overhaul of existing market practices, with potentially
disruptive consequences.

Despite these challenges and the threat of more still to come, the industry’s global confidence score

for Q1 reflects the fact that hedge funds are reinforcing their value proposition of offering investors
financial security and uncorrelated returns during uncertain times.

Comparison of results of HFCI: Q4 2020 to Q1 2022

Average confidence score

Breakdown of HF

Managers Q4 2020 Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022

Overall +13.8 +18.4 +19.5 +20.4 +15.8 +17

Less than US$1bn +16.6 +17.2 +18.1 +18.3 +16.2 H15

Greater than US$1bn +10.8 +19.4 +21.1 +21.8 15.5 +17.7

Europe (ex UK) - - - - - +11.8
EMEA (including UK) +9.7 +17.3 +17.7 +20.9 +17.5

UK 8.7/ +16.4 +17 +21.3 +18.2 +20.7

North America +19.7 +19.6 +22.5 +20.4 +13.9 +13

APAC +11.1 +17.2 +18.2 +19.5 +16 +14.8

2 US Investor Intentions H1 2022 (With Intelligence)


https://www.aima.org/educate/aima-research/us-investor-intentions-h1-2022.html
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UK “Overall sentiment amongst UK managers seems to be holding despite challenging
market conditions. By contrast to other regions, UK manager confidence is close to the
highs of Q3 last year, no doubt reflective of the UK's rapid emergence from lockdown
during Q1 2022. We see encouraging signs amongst our UK hedge fund managers

for the rest of 2022 - specific themes we predict are continued appetite for exposure

to crypto and other digital assets as well as more diversification into private markets
using hybrid funds.” Devarshi Saksena, Partner, Hedge Funds, Simmons &
Simmons.

US “When evaluating North American-based manager confidence over the duration

of the HFCI, confidence levels were trending positively until Q2 2021, shortly after
COVID-19 vaccines were beginning to be distributed. The last 12 months has presented
managers with volatile financial markets as well as a volatile geopolitical environment,
so there’s a lot of uncertainty regarding the next 12 months and we're seeing that
reflected among confidence levels in this HFCl report.” Steve Nadel, Partner,
Investment Management Group, Seward & Kissel

Tom Kehoe, global head of research and communications at AIMA, said:
“Despite greater market turbulence, increasing geopolitical tensions around the war
in Ukraine as well as a renewed set of regulatory challenges in particular for the
private funds industry, confidence levels reported by hedge funds remains resilient,
underpinned by a strong showing from UK-based managers that polled. How markets
digest these challenges over the next quarter and to the extent that sentiment among
UK managers will continue to be strong will be interesting to see.”

© Simmons & Simmons LLP and its licensors. All rights asserted and reserved. This document is for general guidance only. It does not
contain definitive advice. Simmons & Simmons LLP is a limited liability partnership registered in England & Wales with number OC352713
and with its registered office at CityPoint, One Ropemaker Street, London EC2Y 9SS, United Kingdom. It is authorised and regulated by the
Solicitors Regulation Authority and its SRA ID number is 531385.847%. The word “partner” refers to a member of Simmons & Simmons LLP
or one of its affiliates, or an employee or consultant with 18.4% equivalent standing and qualifications. A list of members and other partners
together with their professional qualifications is available for inspection at the above address.

© The Alternative Investment Management Association 2022.

This document is intended as indicative guidance only and is not to be taken or treated as a substitute for specific advice, whether advice

or otherwise. All copyright in this document belong to AIMA and reproduction of part or all the contents is strictly prohibited unless prior
permission is given in writing by AIMA. This report may be considered attorney marketing and/or advertising. Prior results do not guarantee
a similar outcome. The information contained in this report is for informational purposes only and is not intended and should not be
considered to be legal advice on any subject matter. As such, recipients of this report, whether clients or otherwise, should not act or refrain
from acting on the basis of any information included in this report without seeking appropriate legal or other professional advice. This
information is presented without any warranty or representation as to its accuracy or completeness, or whether it reflects the most current
legal developments.

© Seward & Kissel LLP.

The information contained in this Study is for informational purposes only and is not intended and should not be considered to be legal
advice on any subject matter. As such, recipients of this Study, whether clients or otherwise, should not act or refrain from acting on the
basis of any information included in this Study without seeking appropriate legal or other professional advice. This information is presented
without any warranty or representation as to its accuracy or completeness, or whether it reflects the most current legal developments. This
Study may contain attorney advertising. Prior

results do not guarantee a similar outcome.



