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Investors returning to UCITS-compliant hedge fund strategies
Fixed assets exceed EUR 300 billion for the first time Returns reach 4.24% in
first half of 2021

Absolute return and liquid alternatives funds approved for distribution in Germany
experienced significant inflows in the first half of the year. After four rather stagnant
years from 2017, the volume of these funds exceeded the EUR 300 billion mark for the
first time. Despite the inflows in the segment as a whole, capital was withdrawn from
almost half of all funds (45%). The main beneficiaries of the return of investor interest
were the largest funds and, at individual strategy level, managers of Absolute Return
Bond funds, which dominate the segment with a market share of more than one third.
In the segment as a whole, absolute return and liquid alternatives funds generated an
average return of 4.24%.

Since 2008, Lupus alpha has been evaluating the universe of absolute return and liquid
alternatives funds approved for distribution in Germany based on data from analysis
company Refinitiv. This Study covers UCITS-compliant funds with an active management
approach. While the number of fund concepts is plateauing at 806, the volume of assets
managed by these funds in the segment as a whole has grown by EUR 54 billion since the
start of the year. Investors generally preferred lower-risk strategies such as Absolute
Return Bond and Alternative Long/Short Equity. With a gain of 9.2%, the main
beneficiaries of this were the top 5% of funds, all of which are larger than EUR 1 billion
and are predominantly managed by asset management companies with good brand
recognition and a strong sales offering.
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“Having lost confidence in the segment after the 2020 price crash, which in retrospect
proved to be hasty, many investors returned surprisingly quickly and in remarkably large
numbers in the first half of the year,” said Ralf Lochmiiller, CEO and Managing Partner at
Lupus alpha. “At the same time, they are now looking even more closely at manager
selection, which means that only just over one in two funds was able to profit from these
inflows,” Lochmiiller added.

The average return of 4.24% achieved across the entire segment in the first half of the
year is primarily attributable to the performance of smaller funds. While funds with a
volume of more than EUR 1 billion only generated returns of 3.57%, smaller funds
recorded an average of 4.27%, thus significantly improving the segment result. At
individual strategy level, Alternative Long/Short Equity US recorded the best performance
at over 10% on average across all managers. AR EUR High funds showed the broadest
spread with returns within a range of -15.57% and +25.36% as well as Alt. Multi
Strategies between -3.78% and +37.47%. The five-year analysis shows that, with a few
exceptions, the returns of the billion-euro funds move within a relatively narrow range of
between zero and five per cent. On the other hand, while the results of smaller funds are
more widely scattered, they also provide opportunities for bigger returns.

Ralf Lochmiiller: “For investors expecting above-average performance, investment
success depends to a considerable extent on selecting the right managers.” And: “There
are significant differences in performance within individual strategies in the group of
smaller funds with a volume of less than EUR 1 billion. However, anyone prepared to
carry out intensive due diligence has the opportunity to generate significantly higher
returns than those achieved by large funds.”

The downloadable white paper contains further charts and information, including a
breakdown of the performance of individual strategies.

Lupus alpha Absolute Return Study:

Since 2008, Lupus alpha has been evaluating the absolute return and liquid alternatives fund universe based on data from

analysis company Refinitiv (formerly Thomson Reuters Lipper). The study is published every six months and includes all

absolute return and alternative funds approved for distribution in Germany based on the Refinitiv database. In addition to

being licensed for distribution in Germany, funds must be UCITS-compliant to qualify for selection. Only the results of active

managers are included in the study.

About Lupus alpha

As an independent, owner-operated asset management company, Lupus alpha has been synonymous with innovative,

specialised investment solutions for over 20 years. As one of Germany’s European small and mid-cap pioneers, Lupus alpha

is now one of the leading providers of liquid alternative investment strategies as well as specialised fixed-income strategies.

The Company manages a volume of approximately EUR 14.0 billion for institutional and wholesale investors. For further

information, visit www.lupusalpha.de.
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