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Disclaimer

This material is for discussion purposes only and is not an offer, or solicitation of an offer, to buy or sell any security or financial instrument or to participate in 
any trading strategy. The information contained herein is the Deutsche Bank (“DB”) Hedge Fund Capital Group’s summary, interpretation and analysis of the 
assumptions, estimates, views, predictions and opinions of the investors that participated in the Deutsche Bank 2018 Alternative UCITS Survey as of the date 
of this publication. No representation is made by DB that the information contained herein is accurate or complete. Any projections are based on a number of 
assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future 
results. This material is solely for informational purposes only. This material does not, nor is intended to, constitute the provision of investment advice.

This material was not produced, reviewed or edited by DB’s Research Department. Any opinions expressed herein may differ from the opinions expressed by 
other DB departments including the Research Department. If you believe you have received material which you deem not to be an acceptable minor non-
monetary benefit (“AMNMBs”), please contact the sender to discuss appropriate arrangements or payment options.

The distribution of this material and availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this 
material, in whole or in part, without our express written permission. The information contained in this material is provided on the basis that it is intended solely 
for your own internal use, and on the basis that you have such knowledge and experience in financial and business matters to be capable of evaluating the 
merits and risks associated with such information.

An investment in a hedge fund or a managed account involves a significant degree of risk, which each prospective investor must carefully consider before 
subscribing to purchase an interest in such a fund or agreeing to establish a managed account. Returns generated from an investment in a hedge fund or a 
managed account may not adequately compensate investors for the business and financial risk assumed.

Hedge funds and managed accounts are subject to those market risks common to other types of investments, including market volatility.

Furthermore, there may be restrictions on transferring hedge fund interests. In addition, certain trading techniques and strategies employed by hedge funds and 
managed accounts, such as the use of leverage, may increase the adverse impact to which an investment may be subject.

Investors should invest in a hedge fund or open a managed account only if they are able and prepared to bear the risk of investment losses, including the 
potential loss of their entire investment. Other risks associated with investments in hedge funds include, but are not limited to, the fact that hedge funds: can 
be highly illiquid; are not required to provide periodic pricing or valuation information to investors; may involve complex tax structures and delays in distributing 
important tax information; are not subject to the same regulatory requirements as mutual funds; often charge higher fees and the high fees may offset the 
fund’s trading profits; may have a limited operating history; can have performance that is volatile; may have a fund manager who has total trading authority 
over the fund and the use of a single adviser applying generally similar trading programs could mean a lack of diversification, and consequentially, higher risk; 
may not have a secondary market for an investor’s interest in the fund and none may be expected to develop; may have restrictions on transferring interests in 
the fund; and may trade a substantial portion of their trades on foreign exchanges.

“DB” means Deutsche Bank AG, its branches and affiliated companies as the context requires. DB does not provide legal, tax or accounting advice. This 
material was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the matters addressed herein, and 
was not intended or written to be used, and cannot be used or relied upon, by any taxpayer for purposes of avoiding any U.S. federal tax penalties. The recipient 
of this material should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Please 
visit www.db.com for more information about DB.

DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF 
PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY RELIANCE ON THIS MATERIAL OR FOR THE RELIABILITY, ACCURACY, 
COMPLETENESS OR TIMELINESS THEREOF. DB is authorised under German banking law (competent authorities: European Central Bank (“ECB”) and 
Bundesanstalt für Finanzdienstleistungsaufsicht (“BaFin”)) and, in the U.K., by the Prudential Regulation Authority. It is subject to supervision by the European 
Central Bank and by the BaFin, and is subject to limited regulation in the U.K. by the Financial Conduct Authority and Prudential Regulation Authority. For more 
information regarding corporate and regulatory disclosures please visit https://www.db.com/company/en/eu_disclosures.htm. In the U.S., this presentation is 
distributed by Deutsche Bank Securities Inc., a registered broker-dealer subject to regulation by the Securities and Exchange Commission and a member of the 
New York Stock Exchange, the Financial Industry Regulatory Authority, the National Futures Association and the Securities Investor Corporation.
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Executive summary

Total assets managed by alternative UCITS funds have increased meaningfully, 
achieving a compounded annualised growth rate (CAGR) of over 18% since January 
2014 to reach $374bn as of September 2018.1 While the size of the alternative UCITS 
universe remains small relative to that of the overall hedge fund ($3.2tn)2 and UCITS 
($11.5tn)3 industries, both of these have lower CAGRs of 4.5% and 8% respectively 
over the same period.4 In contrast, performance for alternative UCITS funds has been 
muted, returning a CAGR of 80bps since January 2014 (3.9% cumulative return) during 
which offshore hedge funds delivered a CAGR of 3.6% (18.2% cumulative return).5 
This backdrop coupled with the findings from our 2018 Alternative UCITS Survey 
which follows, are testament that the benefits of the UCITS structure such as liquidity, 
transparency and its regulatory stamp of approval are standing the test of time as asset 
flows persist.

We invited our global investor network to participate in this survey with the view to 
better understanding the current investor demand and key themes that are shaping the 
alternative UCITS industry. The Deutsche Bank Capital Introduction Group is pleased to 
present our key findings:

Investor demand continues for alternative UCITS despite underperformance

 − Once again our findings suggest that the industry is set for further growth– over half of 
the respondents that invest in alternative UCITS strategies plan to increase their UCITS 
allocation in the next 12 months.

 − Based on survey respondent data, we estimate that these investors collectively will 
invest $13.7bn in new capital to alternative UCITS in the 12 months following this 
survey, having already invested $9.5bn through the first three quarters of 2018.*

 − 62% of respondents felt their alternative UCITS funds have underperformed in 2018 
while the remaining 38% reported performance in line with expectations (27%) or 
outperformance (11%).

Fund AUM requirements trend downwards as investors favour longer track records

 − Although the percentage of UCITS allocators who have minimum AUM requirements 
has remained almost unchanged when compared to 2016, there is a clear downward 
shift in the magnitude of these requirements. The percentage of investors who 
require a minimum AUM of less than $50m has increased to 24% from 15% in 2016. 
Meanwhile, the percentage of investors who require an AUM of over $50m has fallen 
from 43% to 35% over the same period.6 This shift suggests possible supply issues as 
investor appetite increases for smaller funds.  

 − The proportion of allocators who require a track record of over 2 years has increased 
more than threefold to 26% from 8% two years ago.7

1 Absolute Hedge, www.absolutehedge.com,”Q3 2018 Alternative UCITS Report”, October 2018; Deutsche Bank analysis; £286.6bn 
converted at September 30 2018 rate (1 GBP = 1.3033 USD)

2 HFR Industry Reports © HFR., “Global Hedge Fund Industry Report – Third Quarter 2018”, www.HedgeFundResearch.com
3 EFAMA, www.efama.org, “EFAMA Investment Fund Industry Fact Sheet”, October 2018; €9,9tn converted at September 30 2018 rate (1 

EUR = 1.1615 USD)
4 Deutsche Bank analysis based on data from HFR and EFAMA
5 Deutsche Bank analysis based on data from Absolute Hedge and HFR
6 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
7 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

*No assurance can be given that any forecast or target will be achieved.
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Asia alternative UCITS strategies have become increasingly popular

 − Asia alternative UCITS strategies have seen a significant increase in popularity over the 
past two years. 25% of investors are planning to allocate to Asia, up from 15% in our 
previous survey.8   

 − Allocators are finding it difficult to source funds in the region. The percentage of 
investors reporting that they struggle to source Asia including Japan strategies has 
doubled in the past 2 years from 19% to 39%.9   

Fundamental equity long/short is the most sought after strategy

 − Fundamental equity long/short proved to be the most sought after alternative UCITS 
strategy, up from second most in demand in our 2016 Alternative UCITS Survey.10 44% 
of responding UCITS investors are planning to add to the strategy in the 12 months 
following this survey.

Environmental, social and governance (ESG) is a key focus   

 − 29% of respondents are looking to increase their allocation to socially responsible / 
environmental, social and governance (ESG) strategies within an alternative UCITS 
format. Furthermore, with 21% expecting to allocate to offshore funds of the same 
nature, ESG/SRI is the most sought after offshore strategy among our respondents. 

Risk Premia to see commitment from UCITS investors  

 − Nearly half of responding investors currently allocate to alternative risk premia UCITS 
funds. Of these investors, 59% expect to increase their allocation in the next twelve 
months, with almost a third expecting this increase to be over USD100m. 

Author:  Maria Gendelman, Capital Introduction Group, EMEA

Editors:  Marlin Naidoo, Global Head of Capital Introduction & Hedge Fund Consulting
 Christine Leysen, Global Prime Finance Sales, EMEA

8 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
9 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
10 Deutsche Bank 2016 Alternative UCITS Survey, October 2016



Deutsche Bank        2018 Alternative UCITS Survey  December 2018

4



Deutsche Bank        2018 Alternative UCITS Survey  December 2018

55

Methodology &
investor profile



Deutsche Bank        2018 Alternative UCITS Survey  December 2018

6

Methodology & investor profile

Methodology
Deutsche Bank’s Capital Introduction Group invited our global investor network to 
participate in this survey during autumn 2018. 

Of the 154 global hedge fund allocators who completed our survey, 114 told us they 
actively allocate to alternative UCITS strategies. These 114 allocators collectively 
manage and/or advise on $600bn of hedge fund assets and $150bn in alternative 
UCITS assets, representing 40% of the $374bn overall assets of the alternative UCITS 
industry.11 

Our respondents comprise a wide variety of investor types, predominantly from Europe. 
The information that follows explores their views on the ever-evolving alternative 
UCITS marketplace.

Terminology
For the purpose of this survey, “alternative UCITS” refers to absolute return strategies 
(including hedge fund and alternative beta / risk premia strategies) run within a UCITS 
compliant framework. 

“Hedge fund assets” may include assets invested in hedge fund, alternative UCITS, 
alternative ‘40 Act and alternative beta / risk premia strategies. 

“Alternative risk premia UCITS” refers to risk premia strategies run within a UCITS 
compliant framework. 

Institutional investors, for the purposes of this survey are defined as public and private 
pension funds, sovereign wealth funds, endowments, foundations and insurance 
companies.  

Unless otherwise stated, analysis around these specific strategies is based upon data 
drawn from respondents investing in such products. Please note that throughout the 
publication, percentages may not total 100% in some graphs due to rounding.

11  Absolute Hedge, www.absolutehedge.com,”Q3 2018 Alternative UCITS Report”, October 2018; £286.6bn converted at September 30 
2018 rate (1 GBP = 1.3033 USD)

Do you/your client(s) allocate to alternative UCITS funds?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

No

Yes

No, but are planning to 
in the next 12 months

3%4:

74%
114:

36:
23%
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Investor profile:
 − Alternative UCITS allocators from 21 different countries responded to the survey.  

 − As anticipated, the vast majority of these 114 respondents are based in EMEA 
representing 97% by alternative UCITS assets under management (“Alt UCITS AUM”) 
and 82% by number.  

 − By country, the majority of allocators are based in the United Kingdom, accounting for 
70% by Alt UCITS AUM and 38% by number. 

 − Funds of hedge funds are the largest investor group to contribute to the survey, 
representing 55% by Alt UCITS AUM and 48% by number. Investment consultants and 
advisors follow, representing 29% by Alt UCITS AUM and 12% by number.

 − One third of UCITS allocators who responded to our survey manage more than $500m 
in Alt UCITS assets, including 19% who manage more than $1bn in Alt UCITS AUM. 

 − Fundamental equity long/short, event driven and discretionary macro are the most 
common alternative UCITS strategies currently invested in by respondents.

 − EMEA based UCITS allocators, on average, allocate 56% (median: 50%) of their total 
HF assets into UCITS strategies. When looking at all UCITS allocators who answered 
our survey, this statistic is 51% (median: 43%). 

Breakdown of alternative UCITS allocator respondents by region 

Asia Pacific

Americas

20%10% 40%30%0% 50% 90%80%70%60% 100%

1%

Alt UCITS AUM

Offshore HF AUM

Number

22%

EMEA 74%
97%

5%

2%
4%
12%

82%

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Breakdown of alternative UCITS allocator respondents by investor type 

Family office/
Multi-family office

20%10% 40%30%0% 50% 70%60% 80%

Alt UCITS AUM

Offshore HF AUM

Number

1%
2%

7%

1%
2%

13%

Private bank/
Wealth manager

Institutional investor

11%
11%

19%

Investment consultant/
Advisor

39%
29%

12%

Fund of hedge funds/
Asset manager
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55%
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40%
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Alt UCITS AUM

Number
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Spain
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1%

6%

1%
3%4% 4% 4% 4%3%

5%

17%
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11%
9%
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d K
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38%

70%

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Breakdown of alternative UCITS allocator respondents by country 

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Breakdown of alternative UCITS allocator respondents by size of alternative 
UCITS portfolio

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

$501m-1bn

Less than $100m

$251-500m

$1.01-5bn

More than $5bn

$100-250m

14%

27%

19%

21%15%

4%

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Average proportion of investor hedge fund AUM allocated to alternative 
UCITS, by region

Alternative UCITS strategy allocations, by number 

Asia Pacific

All Investors

Americas

20%10% 40%30%0% 60%50%

EMEA 56%

38%

8%

51%

Volatility trading

Quant macro

ESG/SRI

Discretionary macro

Event driven

CTA

Convertible arbitrage

Credit

Long only/absolute return

91%

79%

76%

70%

69%

68%

65%

58%

Multi strategy

Quant equity

FX trading

Fundamental equity long/short

56%

50%

46%

40%

40% 80%60% 100%20%0%

41%
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Investment Criteria

Section highlights
 − Increased liquidity remains the most commonly cited benefit of investing in alternative 

UCITS funds, followed closely by a growing appreciation for the UCITS stamp of 
approval. 

 − Minimum fund AUM requirements are trending downwards.

 − The proportion of alternative UCITS allocators who require a track record of over 2 
years has increased by more than threefold to 26% from 8% in 2016.12 

In line with our previous survey,13 the most commonly cited benefit of investing in 
alternative UCITS funds continues to be increased liquidity. Almost three quarters (74%) 
of our respondents stated liquidity as one of the main motivations for their allocations. 
The UCITS stamp of approval and regulatory oversight were the next most popular 
reasons for investing in alternative UCITS strategies, respectively.

Key benefits that alternative UCITS funds provide include:
 − Liquidity: A maximum of bi-monthly liquidity allows investors to withdraw their cash 

quickly.

 − Standardization: UCITS funds offer a basic level of transparency, reporting, analytics 
and performance data which allows investors to streamline their internal processes. 

 − Tax: European regulated vehicles have tax benefits in some jurisdictions.

 − Oversight: UCITS rules on minimum diversification, maximum concentration and 
counterparty exposure limits are appealing to investors.

 − Investment Size: Lower minimum investment requirements enable investors to 
access alternative strategies that were previously inaccessible due to high minimum 
investment thresholds.

12 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
13 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

What are the main reasons for investing in alternative UCITS strategies?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Other

Manage downside risk/hedge

Enhance performance/return seeking

Regulatory oversight

UCITS stamp of approval

Improved transparency

Improved taxation

AIFMD marketing restrictions

79%

74%

46%

42%

37%

29%

27%Lower fees

Restrictions within internal mandate

Increased liquidity

12%

12%

10%

40% 80%60%20%

4%

5%

0%

“UCITS are very 
reliable and liquid 
investments”
Family office /  
Multi-family office, 
Latin America 

“Transparency, 
understanding of the 
investment philosophy 
& alignment is a key 
element to have a 
happy long term 
investor, no matter 
what the returns are in 
good and bad times.”
$600m fund of 
hedge funds / asset 
manager, Europe
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Just over one in five (21%) alternative UCITS investors have no minimum AUM requirement 
when considering a potential fund allocation. Furthermore, we found that one in five UCITS 
allocators have no minimum fund AUM requirement provided overall strategy AUM (including 
offshore assets) is sufficient.14 This is consistent with what we found in our previous Alternative 
UCITS Survey two years ago where these numbers were 20% and 22% respectively.15

Although the percentage of UCITS allocators who have minimum AUM requirements 
(59%) has remained almost unchanged when compared to 2016 (58%)16, there is a 
clear downward shift in what these requirements are. The percentage of investors who 
require a minimum AUM of less than $50m has increased to 24% from 15% in 2016.17 
Meanwhile, the percentage of investors who require an AUM of over $50m has fallen 
from 43% to 35% over the same period.18 This shift suggests possible supply issues as 
investor appetite increases for smaller funds.

14 We estimate sufficient assets to be roughly $100m.
15 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
16 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
17 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
18 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

When considering an investment in alternative UCITS funds, do you have 
minimum FUND AUM requirements? 

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Yes, require at least
$25m in UCITS fund

No minimum fund 
AUM requirement

No minimum fund AUM 
requirement provided overall 

strategy AUM (including 
offshore assets) is sufficient

10%5% 20%15%0% 25%

Yes, require $25m-$50m 
in UCITS fund 14%

10%

Yes, require $50m-$100m 
in UCITS fund

Yes, require more than 
$100m in UCITS fund 17%

18%

20%

21%
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Yes, at least six months

No track record requirement 
in UCITS fund

No, provided the PM has a 
verifiable track record from 
former entity

Yes, 1 years

Yes, 2 years

Yes, 3 years or more

No track record requirement
in UCITS fund provided overall 
strategy track record (including 
offshore strategy) is sufficient

6%

6%

8%

36%

15%

11%
18%

The percentage of UCITS allocators who require a fund track record in the current 
UCITS format prior to investing in an alternative UCITS fund has doubled since our 
2016 survey.19 38% of allocators require a fund track record in the current UCITS format 
prior to investing in an alternative UCITS fund whereas two years ago only 20% of 
UCITS allocators had such a requirement.20  

Over the same time period there has been a clear increase in what these requirements 
are. The proportion of clients that require a track record of two years has also doubled 
since our 2016 survey while the proportion of clients that require a track record of three 
years or more has seen the biggest change, increasing from 4% in 2016 to 18% now.21 

19 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
20 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
21 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

Do you have a minimum FUND track record requirement when considering an 
investment in an alternative UCITS fund?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018; Deutsche Bank 2016 Alternative UCITS Survey, October 2016
Yes, at least six months

No track record requirement 
in UCITS fund

No, provided the PM has a 
verifiable track record from 
former entity

Yes, 1 years

Yes, 2 years

Yes, 3 years or more

No track record requirement
in UCITS fund provided overall 
strategy track record (including 
offshore strategy) is sufficient5%

7%

4%

46%

16%

18%

4%

Yes, at least six months

No track record requirement 
in UCITS fund

No, provided the PM has a 
verifiable track record from 
former entity

Yes, 1 years

Yes, 2 years

Yes, 3 years or more

No track record requirement
in UCITS fund provided overall 
strategy track record (including 
offshore strategy) is sufficient5%

7%

4%

46%

16%

18%

4% Yes, at least six months

No track record requirement 
in UCITS fund

No, provided the PM has a 
verifiable track record from 
former entity

Yes, 1 years

Yes, 2 years

Yes, 3 years or more

No track record requirement
in UCITS fund provided overall 
strategy track record (including 
offshore strategy) is sufficient5%

7%

4%

46%

16%

18%

4%

2018 2016
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UCITS funds can take exposure either through swaps on the strategy held in another 
vehicle (synthetic replication) or through holding the underlying instruments directly in the 
fund (physical replication). Investors are aware of these differences; 44% of our respondent 
said they like UCITS structures which physically replicate the strategy in UCITS. 

Platforms provide benefits such as security, reporting, transparency and monitoring. 
This may however, come at an additional cost that can sometimes deter investors. 
Nevertheless, the majority of investors appear to focus on the strategy and fund itself, 
and less on the hosting platform/entity. This is reflected in the data as 54% of investors 
are indifferent to whether the fund is hosted on a platform or not. 

When investing in alternative UCITS funds, what are your preferences with 
respect to the following fund structures?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Platform

Physical 
replication

40%20% 80%60%0% 100%

46%

54%

44%

35%

10%

11%

Like Indifferent Dislike
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When it comes to early stage investing, alternative UCITS are often different from 
offshore hedge funds. In most cases, when investing early stage in alternative UCITS, 
the firm is already set up, trading and running money in the same or similar strategy. 
As a result, operational risk is significantly lower for early stage UCITS investors when 
compared to early stage offshore investors. This is reflected in our results with a greater 
number of allocators investing in, or considering to invest day 1 and early stage in 
alternative UCITS funds versus offshore hedge funds.

Do you invest Day 1? Do you invest Early Stage (within the 
first six months)?

No but 
considering it

No, and have
no plans to do 
so in the future

20% 40%0% 60%

Alt UCITS

Offshore HF

58%

Yes
25%

32%

18%
31%

37%
46%

40%
57%

14%
21%

22%

No but 
considering it

No, and have
no plans to do 
so in the future

Yes

20% 40%0% 60%

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

No but 
considering it

No, and have
no plans to do 
so in the future

20% 40%0% 60%

Alt UCITS

Offshore HF

58%

Yes
25%

32%

18%
31%

37%

No but 
considering it

No, and have
no plans to do 
so in the future

20% 40%0% 60%

Alt UCITS

Offshore HF

58%

Yes
25%

32%

18%
31%

37%
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Asset Flows 

Section highlights
 − Over half of UCITS allocators expect to increase their allocation to alternative 

UCITS in the next 12 months whereas only one third say the same for their offshore 
hedge fund allocation. 

 − One in four alternative UCITS allocators expect to invest an additional $100m or 
more to the industry in the 12 months following this survey.

 − Asia Pacific investors are an increasingly relevant investor demographic for the 
alternative UCITS industry as 69% of allocators in the region plan to increase their 
allocation in the following 12 months.

48% of UCITS allocators increased their allocation to alternative UCITS funds thus far 
in 2018 while only 31% increased their allocation to offshore hedge funds over the same 
time period. In our previous survey, this was 68% and 33% respectively22. Although this 
points to a potential slowdown in the rate of growth of the alternative UCITS industry, 
overall, our results still suggest that the growth rate for alternative UCITS may continue 
to outstrip that of offshore hedge funds with respect to investors that invest in both 
structures.

Investment consultants and advisors as well as private banks and wealth managers 
were the key drivers for growth in alternative UCITS strategies in 2018. 62% and 59% 
of these investor groups, respectively, increased the size of their alternative UCITS 
portfolios in 2018. 

Of the 48% of respondents who grew their alternative UCITS allocation, 19% said 
they invested over $100m of additional capital in alternative UCITS strategies. 8% of 
investors saw an increase of over $500m in their UCITS portfolios.

22 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

How did your AUM/AUA change in 2018?

Alternative UCITS Offshore hedge fund

Decreased

Increased

Stayed the same

41%

48%

12%

53%

31%

16%

Decreased

Increased

Stayed the same
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Survey results estimate that responding UCITS allocators invested a combined 
$9.5bn in additional capital to alternative UCITS through to the third quarter of 2018, 
approximately $84m on average per investor. In comparison, the same group of 
allocators invested an estimated combined $7.4bn in additional capital to offshore 
hedge funds over the same period, approximately $65m on average per investor.

More than one in two UCITS allocators expect to increase their allocation to alternative 
UCITS in the 12 months following this survey with an average allocation of $121m per 
investor. In comparison, only 33% said they are looking to increase their allocation to 
offshore hedge funds during the same time period (average allocation, $90m). In our 
2016 survey, 66% of respondents expected to increase their allocation to alternative 
UCITS with an average allocation of $110m per investor, while 26% expected to 
increase their allocation to offshore hedge funds.23

23 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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69% of Asia Pacific allocators are planning to increase their allocations to alternative 
UCITS in the next 12 months. This marks a 50% increase from the 46% of Asia Pacific 
investors who increased their allocation to alternative UCITS in 2018 so far. These 
results highlight the growing relevance of Asia Pacific investors in the alternative UCITS 
industry. 

52% of all EMEA respondents are planning to add to alternative UCITS in the next 12 
months, up slightly from the 49% who did so in 2018 YTD. 

With respect to the Americas, 33% of investors plan to increase their allocation to 
alternative UCITS. This is the same percentage as the proportion of investors who 
increased their allocation to alternative UCITS in 2018 YTD.

How do you expect your alternative UCITS AUM/AUA to change during the 
next 12 months, based on year to date inflows/outflows, by region?

Americas

EMEA

40%20% 80%60%0% 100%
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41%

67%
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33%

6%

31%69%

Increase Stay the same Decrease

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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When analysing the size of change in alternative UCITS AUM/AUA, it is encouraging  
to find that one in four UCITS allocators expect to increase the size of their alternative 
UCITS allocation by more than $100m in the next 12 months. Even more encouraging, 
unlike what we saw in 2018 thus far, no respondents plan to decrease their allocation to 
alternative UCITS by more than $100m.

Based on survey results, we estimate that responding investors will collectively invest a 
total of $13.7bn in new alternative UCITS capital in the 12 months following this survey, 
compared to $9.5bn in 2018 YTD.*

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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2018 Survey 2016 Survey

Yes 65% 67%

No 35% 33%

When we asked alternative UCITS allocators if they would say that they/their client(s) 
are investing in alternatives UCITS funds at the expense of traditional offshore hedge 
funds, 65% said this was the case. As can be seen in the table above, this statistic has 
remained almost unchanged since our 2016 survey.24

24  Deutsche Bank 2016 Alternative UCITS Survey, October 2016

Would you say that you/your client(s) are investing in alternatives UCITS 
funds at the expense of traditional offshore hedge funds?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018; Deutsche Bank 2016 Alternative UCITS Survey, October 2016
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Allocation Plans

Section highlights
 − Fundamental equity long/short is the most sought after alternative UCITS strategy, with 

44% of UCITS allocators planning to add to the strategy in the next 12 months, 38% on 
a net basis. 

 − 29% of respondents are looking to increase their allocation to socially responsible / 
environmental, social and governance (ESG) strategies within an alternative UCITS 
format. Furthermore, with 21% expecting to allocate to offshore funds of the same 
nature, ESG/SRI is the most sought after offshore strategy among our respondents. 

 − Discretionary macro remains among the top five most sought after strategies but 
continues to be the most difficult to source for investors.

 − 25% of investors are planning to allocate to Asia, up 50% from our previous survey in 
2016.25

Fundamental equity long/short proved to be the most sought after alternative UCITS 
strategy, up from second most in demand in our 2016 Alternative UCITS Survey.26 44% 
of responding UCITS investors are planning to add to the strategy in the 12 months 
following this survey, 38% on a net basis. This is in line with our 2018 Alternative 
Investment Survey where one in every five respondents said they were planning to add 
to fundamental equity long/short funds in 2018, making it the second most in demand 
strategy in that survey.27     

In our 2018 Alternative Investment Survey, the increased proportion of investors 
allocating to socially responsible / environmental, social and governance (ESG) 
investments was one of the largest changes we saw year on year.28 One in two 
respondents currently allocate to socially responsible / environmental, social and 
governance (ESG) UCITS strategies. With 29% of respondents looking to add to the 
strategy within an alternative UCITS format, it is the second most in demand strategy on 
a net basis. Furthermore, with 21% expecting to allocate to offshore funds of the same 
nature, ESG/SRI is the most sought after offshore strategy among our respondents. The 
growing awareness of ESG factors has escalated in recent years due to the increased 
number of social and environmental movements across the globe, accelerated by social 
media.29     

Macro strategies have consistently appeared in the top five of the most in demand 
alternative UCITS strategies.30 This is partly driven by the lack of supply due to the 
difficulty of replicating offshore macro strategies in a UCITS format. In particular, higher 
exposure and leverage to fixed income instruments in such strategies have made it hard 
to launch them in the UCITS format.
 
 

25 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
26 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
27 Deutsche Bank 2018 Alternative Investment Survey, February 2018
28 Deutsche Bank 2018 Alternative Investment Survey, February 2018
29 Deutsche Bank Capital Introduction Group, December 2018
30 Deutsche Bank 2016 Alternative UCITS Survey, October 2016; Deutsche Bank 2014 Survey, “From alternatives to mainstream (part two)”, 

September 2014
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In the Performance chapter of this survey, we see that 56% of respondents felt that 
alternative UCITS credit strategies performed in line with investor expectations, while 
11% felt the strategy outperformed. Despite this, (on a net basis) only 7% of respondents 
plan to increase their allocation to the strategy. We believe that this is driven by the 
current stage of the credit cycle.    
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Percentage of respondents planning to INCREASE by strategy 

Percentage of respondents planning to DECREASE by strategy

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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46% of UCITS allocators plan to increase their allocations to Western Europe. This is 
closely followed by North America with 44% of investors planning to increase their 
allocation to the region. These statistics differ from our 2016 survey where North 
America was the most sought after region with 56% of investors planning to increase 
their alternative UCITS allocations in the region while only 33% said the same for 
Western Europe.31 The most interesting change, however, is the increase in appetite 
for Asia strategies. In 2016, only 18% and 15% of UCITS allocators were planning 
to increase their allocation to Asia ex-Japan and Asia including Japan respectively 
compared to a quarter of investors currently planning to allocate these two regions.32

Consistent for over four years now, discretionary macro strategies appear to be the most 
difficult alternative UCITS strategies to source.33 As highlighted earlier, such strategies are 
hard to source as higher exposure and leverage to fixed income instruments mean macro 
strategies can be more difficult to launch in a UCITS format. Similarly, given the liquidity 
characteristics associated with credit and event-driven strategies, it is unsurprising to find 
that respondents face difficulties finding them in an alternative UCITS framework.

31  Deutsche Bank 2016 Alternative UCITS Survey, October 2016
32  Deutsche Bank 2016 Alternative UCITS Survey, October 2016
33  Deutsche Bank 2016 Alternative UCITS Survey, October 2016; Deutsche Bank 2014 Survey, “From alternatives to mainstream (part two)”, 

September 2014

To which regions are you/your client(s) currently planning to increase allocations?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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A near mirror image of the earlier regional allocation plans graph, we see that investors 
are struggling to source Emerging Markets and Asia strategies in the UCITS format. 
This is a significant change from 2016, when North America was the hardest to source.34  
As predicted in our 2016 survey, the implementation of AIFMD made it much more 
challenging for US managers to approach European investors without a UCITS fund.35 In 
combination with greater institutionalisation of the UCITS investor base and increased 
requirements for liquid strategies from a solvency and capital treatment perspective, 
many US managers have launched UCITS funds thereby making it much easier to 
access this type of strategy in a UCITS framework. 

The percentage of investors reporting that they struggle to source Asia including Japan 
strategies has doubled in the past 2 years from 19% in 2016 to 39% in our current 
survey, while the percentage of investors who report they find it difficult to source Asia 
excluding Japan strategies has increased from 26% to 36%.36

34 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
35 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
36 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

Which investment regions do you find most difficult to source when investing in 
alternative UCITS?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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78% of respondents felt their alternative UCITS portfolio either outperformed or performed 
in line with their expectations in 2017. However, when asked how their alternative UCITS 
allocations performed against their expectations in 2018 YTD, more investors felt their 
allocations had underperformed (62%) than felt performance was either in line with or better 
than their expectations (38%). 

With respect to performance, offshore allocations appear to have performed slightly better 
when compared to alternative UCITS with 65% of allocators saying their offshore hedge fund 
portfolio either outperformed or performed in line with their expectations. 

Performance

Section highlights
 − 62% of respondents  felt their UCITS allocations had underperformed versus 38% who 

felt performance was either in line with or better than their expectations.

 − Quant macro reportedly outperformed the most with 18% of allocators saying 
performance in this strategy exceeded their expectations while CTA, discretionary 
macro and quant equity strategies appear to have underperformed the most versus 
expectations. 
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Within alternative UCITS, quant macro and fundamental equity long/short reportedly 
outperformed the most with 18% and 12% of allocators (respectively) saying the 
performance of these two strategies exceeded their expectations. CTA, discretionary 
macro and quant equity strategies across both UCITS and offshore funds appear to 
have underperformed the most versus expectations. 

Alternative UCITS ESG/SRI strategies were the least disappointing in terms of 
performance with only 15% of allocators saying the strategy underperformed versus 
their expectations 2018 YTD. 
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How has YTD 2018 performance been relative to your expectations on your 
alternative UCITS portfolio, by strategy?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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How has YTD 2018 performance been relative to your expectations on your 
offshore hedge fund portfolio, by strategy?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Fees

Section highlights
 − The average TER paid by respondents is 1.23%, versus 1.37% from two years ago.37

 − Respondents pay a performance fee of 12.4%, down from 13.6% in our 2016 Survey.38  

 − Institutional investors pay the lowest fees: average TER of 0.95% and average 
performance fee of 11.26% (28bps and 111bps less that the broad average, 
respectively).

For the purpose of this survey, total expense ratio (TER) is the total cost associated with 
managing and operating an investment fund. TER includes management fees and additional 
expenses but does not include performance fees.

As shown in the chart above, over three quarters of alternative UCITS investors we 
surveyed pay an average TER of 1.50% or below. This year, the average TER paid by 
investors is 1.23% (median: 1.13%) compared to the 1.37% (median: 1.38%) two 
years ago.39  

37 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
38 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
39 Deutsche Bank 2016 Alternative UCITS Survey, October 2016

0.76 - 1.0%

Less than 0.50%

0.51 - 0.75%

1.51 - 1.75%

1.76 - 2.0%

Greater than 2.0%

1.01 - 1.25%

1.26 - 1.50%

15%

28%

6%

15%

24%

9%

1%1%

What is the average TER charged by the alternative UCITS funds in your 
portfolio?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018



Deutsche Bank        2018 Alternative UCITS Survey  December 2018

35

The most commonly reported average TER paid by UCITS allocators is between 1.01% 
and 1.25%. In 2016, this was a TER between 1.26% and 1.50%40 while in 2014 the most 
common average management fee paid by investors was between 1.51% and 1.75%.41 
This trend is illustrated in the graph above. We predict that fees are likely to see 
continual pressure in coming years.  

Our findings suggest that performance fees for alternative UCITS funds are trending 
downwards. Over two thirds (69%) of responding UCITS investors pay an average 
performance fee of 15.0% or less for their alternative UCITS funds. This includes 7% who 
do not pay a performance fee at all. The average performance fee that alternative UCITS 
investors pay is 12.4% (median: 13.8%), down from 13.6% (median: 13.8%) two years prior.42

40 Deutsche Bank 2016 Alternative UCITS Survey, October 2016
41 Deutsche Bank 2014 Survey, “From alternatives to mainstream (part two)”, September 2014
42  Deutsche Bank 2016 Alternative UCITS Survey, October 2016
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It is no surprise that when compared to the average fees paid on their total hedge 
fund portfolio, investors seem to pay less for their alternative UCITS allocations. In 
our Alternative Investment Survey published earlier this year, we saw that on average 
investors pay 17.43% performance fee on their total hedge fund portfolio.43 This is 506 
basis points higher than the alternative UCITS average.  

Investor type Alternative UCITS portfolio Hedge fund portfolio

Institutional investor 0.95% 1.55%

Family office / Multi-family office 1.11% 1.69%

Investment consultant / Advisor 1.21% 1.49%

Fund of hedge fund / Asset manager 1.27% 1.48%

Private bank / Wealth manager 1.29% 1.59%

All respondents 1.23% 1.56%

Investor type Alternative UCITS portfolio Hedge fund portfolio

Institutional investor 11.26% 17.51%

Private bank / Wealth manager 11.32% 18.04%

Family office / Multi-family office 12.33% 17.82%

Fund of hedge fund / Asset manager 12.81% 17.14%

Investment consultant / Advisor 12.82% 16.83%

All respondents 12.37% 17.43%

43 Deutsche Bank 2018 Alternative Investment Survey, February 2018

Average TER/Management Fee: Alternative UCITS versus Hedge Fund

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018; Deutsche Bank 2018 Alternative Investment Survey, February 2018

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018; Deutsche Bank 2016 Alternative UCITS Survey, October 2016; 
Deutsche Bank 2014 Survey, “From alternatives to mainstream (part two)”, September 2014
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Alternative Risk Premia

Section highlights
 − 59% of investors who allocate to alternative risk premia UCITS funds expect to 

increase their allocation in the next 12 months with 30% expecting this increase to 
be over $100m.

 − The average TER paid by investors for their alternative risk premia UCITS 
allocations is 0.88%, 35 basis points lower than the alternative UCITS average.

 − The average performance fee paid by investors for their alternative risk premia  
allocations is 6.56%, 584 basis points lower than the alternative UCITS average.

Of the 114 respondents who allocate to alternative UCITS strategies, 55% either 
allocate to alternative risk premia UCITS or are planning to do so in the next 12 
months. The 52 respondents who actively allocate alternative risk premia UCITS are 
predominantly European fund of funds, asset managers and private banks /wealth 
managers who are looking for ways to add diverse return streams to their broad liquid 
portfolios in a cost-effective way.

No

Yes

No, but are planning to 
in the next 12 months

9%

46%
46%

Do you/your client(s) allocate to alternative risk premia UCITS funds?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Breakdown of respondents that currently invest in alternative risk premia UCITS 
strategies by investor type

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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We asked respondents who do not allocate to alternative risk premia UCITS strategies what 
their main reasons are for choosing not to allocate. The most common response among 
these investors was a lack of track record. These findings reflect our recent conversations 
with allocators. Some investors do not feel that risk premia strategies have established 
a sufficient enough track record as a standalone strategy when compared to its more 
mainstream peers. This lack of tenure implies that investors may not have confidence in how 
the strategy will perform in extreme market scenarios.

The second most common response is poor performance which does not come as a surprise 
given challenging recent performance. This has caused investors to take longer to include 
alternative risk premia UCITS strategies as part of their investment mandate.

Our survey suggests that risk premia strategies are trending upwards as the expected 
allocations over the next 12 months exceed the allocations in 2018 thus far. 59% of 
investors who allocate to alternative risk premia UCITS funds expect to increase their 
allocation to such strategies in the next 12 months with 29% expecting this increase 
to be over $100m. It is encouraging that while 16% of alternative UCITS risk premia 
allocators decreased their allocation to these strategies in 2018 YTD, only 6% plan to 
decrease their allocation in the 12 months following this survey. 

What would you say are the main reasons for why you/your client(s) do not allocate 
to alternative risk premia UCITS funds? 

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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How did your alternative risk premia UCITS AUM/AUA change in 2018 and how do 
you expect your allocation to change in the next 12 months, by size of allocation?
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How has YTD 2018 performance been relative to your expectations on your 
alternative risk premia UCITS portfolio, by strategy?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Risk premia performance has been challenged through 2018, and it is no surprise that 
investors feel their allocations have  underperformed across the board, with multi-factor, 
FX and volatility risk premia strategies proving to be the most disappointing. 

NET allocation plans by alternative risk premia strategy

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Percentage of respondents planning to INCREASE by alternative risk  
premia strategy

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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What is the average TER charged 
by the alternative risk premia UCITS 
funds in your portfolio? 

What is the average performance fee 
charged by the alternative risk premia 
UCITS funds in your portfolio?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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Two thirds of the alternative risk premia UCITS investors we surveyed pay an average 
TER of 1% or below, while only 4% pay over 1.5%. Overall, the average TER paid by 
these investors for their alternative risk premia UCITS allocations is 0.88% (median: 
0.88%), 35 basis points lower than the alternative UCITS average. 

While the majority of investors are paying no or low performance fees, there is a small 
percentage of investors paying over 15% performance fee for risk premia. It is likely 
that these strategies have significantly lower management fees, which make it possible 
for managers to charge higher performance fees. Our results show that alternative risk 
premia investors pay, on average, a performance fee of 6.56% (median: 6.26%) for their 
alternative risk premia UCITS allocations. This is 584 basis points lower than the overall 
alternative UCITS equivalent. 
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65% of alternative risk premia UCITS allocators said that they/their client(s) are 
investing in alternatives risk premia UCITS funds at the expense of traditional offshore 
hedge funds. This result is in line with the 65% of alternative UCITS allocators investing 
in alternatives UCITS funds at the expense of traditional offshore hedge funds. 

When investing in alternative risk premia UCITS funds, what are your preferences 
with respect to the following fund structures?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018 
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Would you say that you/your client(s) are investing in alternatives risk premia 
UCITS funds at the expense of traditional offshore hedge funds?

Source: Deutsche Bank 2018 Alternative UCITS Survey, December 2018
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