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Managed Futures Excelled in a Difficult Q3, Activists Still Leaders of 2014 ’ EVESTM ENT

Credit funds posted elevated losses, industry posted its first negative quarter since Q2 2013

Hedge Fund Performance through September 2014

p ort < 062014 YTD 2014 So13 * Hedge funds declined an average of 0.72% in September,
ggregate Performance ep . e
Hedge Fund Aggregate 072 0.48% > 889 10.30%% but outpaced the S&P during a difficult month. The
S&P 500 Total Return -1.40%  1.13% 8.35%  32.40% industry ended Q3 down 0.46% and is up 2.89% through
Large Funds (>$1b) -0.72% -0.44% 3.11% 11.80% the first nine months of 2014.
Mid-size Funds (<$1b, >$250m) -1.14% -0.90% 2.45% 11.43%
Small Funds (<$250m) -0.42% -0.08% 3.27% 11.08% Having faced persistent redemptions over the last two
Primary Markets Sep Q32014 YTD 2014 2013 years, managed futures funds had an excellent
Broad F|na_ncna| Derivatives 2.92% 4.49% 5.34% 1.61% September, returning an average of 2.07%. The strategy
FX Strategies 1.57% 2.45% 2.13% -0.81% N . .
Broad Multi-Market 0.42% 0.88% 207%  6.12% was by far the best performer in Q3 and sits behind only
Volatility/Options Strategies -0.76% -1.41% 1.47%  5.40% distressed and activist strategies as industry leaders in
Broad Capital Structure -1.25% -1.48% 3.01% 13.79% 2014. Recent returns come as a relief for a strategy
Equity Strategies "164% - -1.33% 2.47%  15.89% which returned nearly 900bps less than the industry in
Commodity Strategies -1.87% -3.19% 0.82% -3.02% 2013 d has f d fl f $25 bill hi
Credit Strategies 1.83%  -2.08% 1.93%  8.10% and has faced outflows o ilhon this year.
Primary Strategy Sep Q32014 YTD 2014 2013 . . . .
Managed Futures 5129 3.499% 1979% 1089 Macro strategies were positive in Sept_ember, returning
9 9 9 9 0.49% for the month and 0.64% in Q3, in what should be
Macro 0.49% 0.64% 2.93% 1.65%
Convertible Arbitrage 0.43% -0.03% 4.04%  14.15% considered a successful quarter for the group. Prior to
'\DA'Sltf_eésed '8-222;0 '(1)-2337 ‘l‘ggf;f’ 12-122;0 Q3, the universe had underperformed directional equity
ulti-Strategy -0. (] -0. 0 . (] . (] . . . .
Event Driven 1.00% 1.65% 3209%  14.91% strategies in each of the last eight consecutive quarters.
Event Driven - Activist -1.17% -1.03% 5.15% 19.20% . .
Long/Short Equity 1.71% 1.27% 2579  16.66% Event driven funds, where investors have allocated more
Market Neutral Equity -1.72% -1.98% -0.27%  7.73% assets than any other segment of the industry in 2014,
Relative Value Credit -2.19% -2.07% 1.63%  6.88% declined in September and were down in Q3, -1.04% and
Directional Credit -2.31%  -2.50% 1.93%  8.47% -1.72%, respectively. The group remains positive for
Sub-Sector Exposure Sep Q32014 YID2014 2013 2014, outperforming long/short equity, multi-strategy and
Securitized - Multi Sector 0.78% 1.53% 10.60% 14.01% both directional and relati | dit
Technology 0.20% 0.40% 0.51% 14.41% Oth directional and relative value credit.
Energy 0.02% -1.11% 10.81% 31.83% Activist fund ted decli in Sentemb h
Securitized - Mortgages -0.70% 0.21% 6.66% 10.49% Clvist Tunas poste eclinés In oeptember, however
Healthcare -0.77% 0.59% 8.90%  28.06% several funds had large gains which offset losses from
Financials -182%  -2.17% 0.47%  21.01% many others. As a result, aggregate losses were more
599’0(73/ '\L;XPkO-iU’e gezlf;o/ Q3 21091;/ YTD ﬁ;‘/ 62291;’ muted than expected given equity market declines. The
merging Markets -3. (4 -1. (J . (o} . (J : .
Developed Markets 1.46% 150% 279%  13.84% group remains the best performing strategy of 2014.
Japan 0.12% 0.31% 0.43%  27.65% . . . . .
Affica,Middle East _1_340/2 2.390/2 7.32(;) 19.170/2 Credit strategies had their largest aggregate decline since
India -1.75% 5.24% 39.88% -7.01% the heart of the financial crisis, October 2008, when the
China -2.23% 1.94% 0.15%  17.51% group declined more than 5%. September’s losses were
Russia -2.61% -8.77%  -18.66%  -0.26% P ,
not nearly as large, -1.83%, but highlight the group’s
Emerging Europe -3.40% -8.10% -9.04% 2.50% y 9 0 9niig 9 P
Brazil 1056%  -7.86% 3.9506 -11.57% exposure to Europe, where losses were elevated, and to
Approach Sep 032014 YD 2014 2013 higher yielding credits in the U.S. and globally.
Systematic 1.40% 1.89% 4.00%  5.41% . . . .
Di);cretionary 166%  -1.68% 217%  13.72% Distressed strategies weathered credit market declines
fairly well, falling only 0.59% in September. The group
Updated Assets & Investor Flows through August 2014 was down for Q3, but YTD returns of 4.57% have
Data in USD Billion AUG Last 3mo  YTD 2013  Est. AUM distressed among the leading strategies for 2014.
Al Hedge Funds $11.38  $19.92 $113.48 $61.66 $3,062.68 )
Equity Strategies $5.34 $19.36 $76.41 $15.50 $1,015.17 September was not a good month for emerging markets
Fixed Income/Credit $6.08 $6.37  $30.24  $68.71  $986.16 with losses more than twice that of developed markets.
Commaodities $0.10 $0.89  ($1.04) ($1.41) $75.73 . . . . . L
Multi-Asset ($0.04)  ($5.55) $10.12 ($21.10) $1,039.13 Declines from funds investing in Brazil were significant,
Primary Strategy ALG  Last3mo  YTD 2013 Est. AUM Ithe|r largest since September 2_011._ India-focused fund
Event Driven $4.08 $12.40 $4282 3900  $585.00 osses were muted and those with high exposure to the
Broad Multi-Strategy $3.14 $6.37 $36.54 $28.89  $402.23 country remain the best performing subset of the hedge
MBS Strategies $2.59 $1.12  $1.81 ($3.24)  $92.12 ;
Directional Credit $2.57  ($1.91) $2.10 $2500  $127.10 fund industry.
Long/Short Equity $1.65 $9.41 $40.19  $0.90  $682.15 L . ,
Relative Value Credit ~ $0.83 ~ $2.48 $10.93 $28.98  $250.32 Reported exposure data indicates the industry’s gross
Distressed $0.45 $2.58  $7.09  $5.49  $248.22 market exposure remains near a two year lows. Long
Macro $0.04  (36.10) ($5.17) ($10.00)  $230.53 exposure increased slightly in September, but a general
Convertible Arbitrage ($0.15) $0.10 $1.89 $0.15 $56.33 P . . gntly P . 9
Market Neutral Equity ~ ($0.30) ~ $0.12  $3.18  $554  $52.16 reduction in long exposures that began in August was
Managed Futures ($0.53)  ($5.00) ($24.83) ($31.98)  $123.09 responsible for the decline in gross exposures during Q3.
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eVestment provides a flexible suite of easy-to-use,
cloud-based solutions to help global investors and
their consultants select investment managers,
enable asset managers to successfully market their
funds worldwide and assist clients to identify and
capitalize on global investment trends.

With the largest, most comprehensive global
database of traditional and alternative strategies,
delivered through leading-edge technology and
backed by fantastic client service, eVestment helps
its clients be more strategic, efficient and
informed.

For more industry research visit:
www.evestment.com/resources/research-reports

For more on eVestment'’s research platform visit:
www.evestment.com/products/research
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