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There has been much discussion over the recent weeks on the outflows suffered by the 

hedge fund industry. Several data providers estimated the decline in global hedge fund 

capital in the first quarter of 2016 at about USD 15bn.  

Yet, in front of that, strong inflows into alternative UCITS in Europe have gone somewhat 

unnoticed. According to Morningstar, alternative UCITS experienced net inflows of EUR 3.6 

billion in March, bringing the cumulated figure to EUR 7.7 billion in Q1-16 (based on the 

universe of funds available for sale in Europe).  

The strong appetite for alternative UCITS is also in stark contrast with the outflows 

experienced by traditional asset classes: in Q1-16, equity mutual funds experienced 

outflows of EUR 20bn and fixed income & credit funds saw outflows near EUR 13bn. 

Meanwhile, money market and diversified funds also suffered outflows. Conversely, 

alternative UCITS is the only asset class experiencing inflows in Europe during the first 

quarter. 

The reasons for such appetite are multiple. On the one hand, the market environment has 

deteriorated over the last twelve months. European equities suffered a double digit 

drawdown with annualized volatility in excess of 20%, while Euro area sovereign bonds 

also experienced higher volatility than usual. On the other hand, the outlook for traditional 

assets is clouded by many uncertainties: valuations across asset classes are rich, 

economic and earnings growth face dim prospects and a huge share of risk-free assets in 

the eurozone are yielding less than 0%... In this context, investors have piled into 

alternative strategies that offer higher risk adjusted returns in relative terms.  

With regards to recent performance, the Lyxor hedge fund index is down 0.4% during the 

last week of April, and down 0.9% in April. Fixed income and credit arbitrage outperformed 

while CTAs underperformed as a result of the rise in bond yields.  

 

 

 

 

 

 

 

Alternative UCITS Experience Strongest Inflows In Europe in Q1-16 

Net Flows into Mutual Funds – Universe of funds available for sale in Europe (€ billion) 

 
As of 31/03/2016. Source: Morningstar, Lyxor AM 
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THE WEEK IN 3 CHARTS 
 

Hedge Fund Snapshot: L/S Credit outperformed in April; CTAs underperformed 
 

 

 The Lyxor hedge fund index is down 0.4% during the 
last week of April, and down 0.9% for the full month.  
 
Fixed income and credit arbitrage outperformed, 
buoyed by dovish central banks and the significant 
credit spread tightening across the board (US and 
Europe; investment grade and high yield). Asian credit 
funds did particularly well in April. 
 
Meanwhile, CTAs underperformed as a result of the 
rise in bond yields in the US and Europe. Over the last 
two months, they reduced markedly their long fixed 
income exposure but were still exposed to the rise in 
bond yields. 
 
Finally, Event Driven funds continue their recovery.   

   
 

Appetite for Alternative UCITS Remains Strong in Europe 
 

Inflows into Alternative UCITS in Europe top EUR 3.6bn in March   

Monthly Net Inflows (€bn)    

 

 After having experienced lower flows in February, 

alternative UCITS were again favored by investors in 

March.  

The universe of alternative UCITS funds available for 

sale in Europe received inflows above EUR 3.6bn in 

March. Only one asset class received more inflows: 

corporate bonds (+EUR 4bn). 

For the first quarter of 2016, alternative UCITS stand 

above the crowd, with cumulated inflows to EUR 7.7 

billion.  

As of 31/03/2016. Source: Morningstar, Lyxor AM   

   
 

Diversified and market neutral strategies experience large inflows  
 

Market Neutral Equity & Multistrategy receive most inflows    
Net Inflows into Alternative UCITS (€bn)   
 
 

 

 The strategies that received the largest inflows within 
alternative UCITS have not changed much over the 
recent quarters.  
 
Diversified funds (multi-strategy) have been receiving 
the largest inflows but this is related to the fact that it is 
also the largest strategy in terms of AuMs.  
 
Beyond multistrategy funds, L/S Equity also continues 
to experience strong investor appetite. This is 
particularly the case for L/S Equity market neutral and 
L/S Equity strategies with an European bias.  
 
Finally, it is important to note the continued appetite for 
systematic futures.  

*Includes volatility, currency, L/S Equity US/ EM/ Others.  
As of 31/03/2016.Source: Lyxor AM.   

 

  

WTD* MTD YTD

Lyxor Hedge Fund Index -0.4% -0.9% -2.8%

CTA Broad Index -2.2% -1.8% -0.7%

Event Driven Broad Index -0.2% -0.8% -2.5%

Fixed Income Broad Index 1.0% 1.5% 0.9%

L/S Equity Broad Index -0.9% -1.5% -4.4%

Global Macro Index 0.5% -0.4% -2.5%

S&P 500 -0.4% 1.8% 0.6%

10 Y US Treasury (Change in bps) 14 12 -38

*From 19 April to  April 26, 2016
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CTAs   Higher bond yields detracted 
   

  Almost all systematic funds ended in negative territory 
last week, penalized by the rise in bond yields across 
the globe. Overall, short-term players performed better 
and managed to contain losses.  
 
Fixed income allocations remain significant within 
systems, especially on the long exposure to US and 
German bonds, which were the main drivers of the 
disappointing performance. The equity cluster couldn’t 
mitigate the losses, although some short term players 
recorded meager profits. Medium term models 
suffered mainly from their long positioning on US 
equities.  
 
In the FX bucket, long bias on the Japanese Yen vs 
USD was the main detractor as FX markets were 
pricing in the possibility that the BoJ would had 
adopted additional easing measures last week. The 
BoJ stayed put in the end and this will support CTAs. 
Long exposed funds also signed losses on the 
depreciation of the Canadian Dollar.  
 
Finally, with reshuffled exposures to energy and 
agricultural sectors, systems recorded only limited P&L 
despite the important moves in commodity prices. 

 

 

Long fixed income exposures caused losses recently  
 

Net Exposure to fixed income, % NAV  
  

 

 

   

As of 19/04/2016. Equally weighted. Source: Lyxor AM   

   

GLOBAL MACRO   Fuelled by gains on equity & FX 

   

 
 

 In a week marked by investor’s caution before central 
bank meetings, most macro managers signed a 
positive performance driven by profits on equities and 
FX. With exposures still tilted toward a strong US 
dollar, the majority of the gains came from the short 
bias on the Japanese yen and Euro, as the currencies 
depreciated vs. the greenback. Nevertheless, several 
managers suffered from the appreciation of the British 
pound.  
 
On the equity side, some long exposed funds 
benefited from the rally in Japan, coupled with the 
positive performance of the financial sector worldwide. 
The rise in bond yields had a limited impact, as 
directional positioning on fixed income instruments 
were reduced within most funds and with exposures 
often turned in favor of relative value trades. 
Steepening trades on the UK and US curve were the 
most profitable positions, while outright long exposure 
on Chinese rates detracted for a specific manager.  
 
Finally, small short allocations to agricultural and 
energy sectors turned detrimental due to some 
significant moves in commodity prices.  
 

  

Short exposures to JPY and EUR vs USD were rewarding  

Net Exposure to FX vs US Dollar, % NAV  

  

 

 

   

As of 19/04/2016. Equally weighted. Source: Bloomberg, Lyxor AM   

WTD* MTD YTD

CTA Broad Index -2.2% -1.8% -0.7%

CTA Long Term -2.4% -1.8% -0.6%

CTA Short Term -0.1% -1.8% -4.0%

*From 19 April to  April 26, 2016
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WTD* MTD YTD

Global Macro Index 0.5% -0.4% -2.5%

*From 19 April to April 26, 2016
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L/S EQUITY   Market neutral struggles 
   

 

 After two weeks of strong performance, major equity 
benchmarks ended mostly lower for the week. The 
Lyxor L/S Equity index finished last week down 0.9% 
as it struggled to cope with higher implied volatility. 
 
Looking at the cyclicals to defensive ratio on a net 
exposure basis, it is interesting to note that Equity L/S 
funds had started 2016 with this ratio close to a 1-year 
low. Broadly speaking, they were still positioned for the 
strong performance of defensive stocks witnessed in 
2015 to continue. As the junk rally took shape, hedge 
funds increased their positions in cyclical stocks but 
this ratio has come down again since the beginning of 
March.  
 

It was therefore not surprising to only see few funds 

finishing last week in positive territory. Once again, 

energy stocks were the best performer for last week 

ahead of financials which finally joined the cyclicals 

party. On the other hand, the poor showing of utilities 

and consumer staples over the period was the major 

detractor to performance. 

 

  
L/S Equity Funds cut their net exposure to cyclical stocks  

Net Exposure to Defensive and Cyclical sectors (% NAV)   
  

 

 

   

Defensive sectors: Consumer non cyclicals, energy, utilities, communications. 
Cyclical sectors: basic materials, consumer cyclicals, financials, industrials, 

technology. As of 19/04/2016. Equally weighted. Source: Lyxor AM 

  

   

EVENT DRIVEN   Mixed Results 
   

 

 Event Driven funds posted mixed performance last 
week with special situations managers outperforming 
their merger arbitrage peers. 
 
Special situations managers benefited from various 
recovery stories in healthcare, financial and energy 
sectors. In particular, investments in Valeant, Baxter, 
Greek Banks and Solar City were among the top 
contributors last week.   
 
As for merger arbitrage, losses were mainly 
attributable to the Alere vs. Abbott Laboratories deal. 
Abbott’s CEO actually declined to reaffirm his 
commitment to completing a proposed $5.8 bn 
acquisition of Alere. Another detractor from 
performance was the Office Depot vs. Staples deal 
which encountered challenges from the FTC. The 
regulator considers the combination could lead to 
higher prices and that concessions offered were 
insufficient. On the bright side, the Time Warner Cable 
vs. Charter Communications deal received federal 
regulators’ conditional approval. Spread tightened and 
partially offset the losses.  

  
The Alere vs Abbott deal spread widened, a negative for Event Driven   

Alere vs Abbott Laboratories deal spread (USD)  

  

 

 

   

As of 26/04/2016.  Equally weighted. Source: Bloomberg, Lyxor AM   

WTD* MTD YTD

L/S Equity Broad Index -0.9% -1.5% -4.4%

Long Bias -0.4% 0.1% -1.8%

Market Neutral -0.8% -2.2% -3.9%

Variable Bias -1.1% -2.1% -6.3%

*From 19 April to  April 26, 2016
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Event Driven Broad Index -0.2% -0.8% -2.5%
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Special Situations 0.1% 1.7% -4.1%
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L/S CREDIT ARBITRAGE   Commodity & ECB tailwinds 
   

 

 Last week, credit markets proved resilient and 

outperformed equities. Spreads continued to tighten 

for the fourth week in a row, on the back of higher 

commodity prices and ECB support. With regards to 

financials, contingent convertibles posted a positive 

+80 bps return over the last week, while spreads of 

both subordinated and senior indices finished relatively 

flat. 

On the Lyxor side, all long/short credit funds ended 

last week in positive territory. One of our European 

funds outperformed its peers, driven by gains from its 

convexity and financial buckets. Other European funds 

were slightly up despite a rather defensive stance. 

Gains were recorded in particular in the energy, basic 

material and consumer cyclical sectors. Finally, Asian 

funds ended last week in positive territory as well after 

recording a strong month in April.  

 

  
The credit rally continues  

Bank of America Merrill Lynch US and Pan-European HY (prices)  
  

 

 

   

As of 26/04/2016. Source: Bloomberg, Lyxor AM   

   

  

WTD* MTD YTD

Fixed Income Broad Index 1.0% 1.5% 0.9%

*From 19 April to April 26, 2016
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METHODOLOGY 
 

Breakdown of AUM by strategy 

 

 

 

- 62 funds on the platform 
 
- USD 8.1 billion of assets under management  
(as of March 31, 2016) 
 
- Replicating approximately USD 241 billion of AUM 

   

 
Lyxor Hedge Fund Indices 

 
Based on the complete range of funds available on the Lyxor Managed Account Platform, a universe of funds 
eligible for inclusion in the indices is defined on a monthly basis taking into account the following elements: 
 

- Investability Threshold 
 
To be included in any index, the managed account must have at least $3 million of AuM. 

 
 

- Capacity Constraints 
 
All index components must possess adequate capacity to allow for smooth index replication in the context of 
a regular increase in investments.  

 
 

- Index Construction  
 
For each index, the relative weightings of the component funds are computed on an asset-weighted basis 
as adjusted by the relevant capacity factors. 

 
 

- Each Lyxor Hedge Fund Index is reviewed and rebalanced on a monthly basis. 
 
 

- The Index construction methodology has been designed to mitigate well-known measurement biases. 
Inclusions and exclusions of new Hedge Funds do not impact the historical index track record. 
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DISCLAIMER 
 
This material has been prepared solely for informational purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell 

any security or financial instrument, or to participate in any investment strategy. This material does not purport to summarize or contain all of the 

provisions that would be set forth in any offering memorandum. Any purchase or sale of any securities may be made only pursuant to a final 

offering memorandum.  No advisory relationship is created by the receipt of this material.  This material should not be construed as legal, business 

or tax advice.   

  
This material has not been prepared in regard to specific investment objectives, financial situations, or the particular needs of any specific entity or 

person.  Investors should make their own appraisal of the risks and should seek their own financial advice regarding the appropriateness of 

investing in any securities or financial instrument or participating in any investment strategy. 

  

Past performance is not indicative of future results, and it is impossible to predict whether the value of any fund or index will rise or fall over time. 

  

While the information in this material has been obtained from sources deemed reliable, neither Société Générale (“SG”), Lyxor Asset Management 

S.A.S. (“Lyxor AM”), SG Americas Securities LLC (“SGAS”), nor their affiliates guarantee its accuracy, timeliness or completeness.  Any opinions 

expressed herein are statements of our judgment on this date and are subject to change without notice. SG, Lyxor AM, SGAS and their affiliates 

assume no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from an investment in any security or financial 

instrument described herein or in any other security, or from the implementation of any investment strategy.  Lyxor AM and its affiliates may from 

time to time deal in, profit from the trading of, hold, have positions in, or act as market-makers, advisers, brokers or otherwise in relation to the 

securities and financial instruments described herein.  Service marks appearing herein are the exclusive property of SG and its affiliates, as the 

case may be. 

 

NOTE ABOUT INDICES: A comparison to an index is not meant to imply that an investment in a fund is comparable to an investment in the funds 

or securities represented by such index.  A fund is actively managed while an index is a passive index of securities.  Indices are not investable 

themselves, and thus do not include the deduction of fees and other expenses associated with an investment in a fund.   

 

NOTICE TO INVESTORS IN THE EUROPEAN UNION AND SWITZERLAND: This document is of a commercial and not of a regulatory nature. 

No prospectus has been approved by, or notified to; a local regulator (except in Jersey) and the product may not be distributed by way of an offer, 

or an invitation to make an offer, of securities to the public.  

 

NOTICE TO UK INVESTORS: The products described within this document are suitable for professional investors only and are not directed at 

retail clients. This document is issued by Lyxor AM. Lyxor AM is represented in the UK by Lyxor Asset Management UK LLP, which is authorized 

and regulated by the Financial Conduct Authority in the UK.  

 

NOTICE TO SWISS INVESTORS: The product presented herein has not been and will not be registered with, or approved by, the Swiss Financial 

Market Supervisory Authority FINMA (FINMA) under the Swiss Federal Act on Collective Investment Schemes (CISA). Therefore, the information 

presented herein or in the fund’s legal documentation does not necessarily comply with the information standards required by FINMA in the case 

of distribution of collective investment schemes to non-qualified investors, and investors do not benefit from protection under the CISA or 

supervision by FINMA. The product must not be distributed to non-qualified investors in or from Switzerland, and may be distributed exclusively on 

a private placement basis to Qualified Investors as defined in article 10 of the CISA and related provisions in the Swiss Federal Ordinance on 

Collective Investment Schemes (CISO) in strict compliance with applicable Swiss law and regulations. This document is personal and does not 

constitute an offer to any person. This document must be distributed or otherwise made available in Switzerland on a private placement basis only 

and exclusively to Qualified Investors, without distribution or marketing to non-qualified investors in or from Switzerland. This document may be 

used only by those Qualified Investors to whom it has been handed out in connection with the offering described therein, and it may neither be 

distributed nor made available to other persons without the express consent of Lyxor AM or Société Générale. It may not be used in connection 

with any other distribution and shall in particular not be copied and/or distributed to non-qualified investors in Switzerland or in any other country. 

This document, or the information contained therein, does not constitute a prospectus as such term is understood pursuant to article 652a or 

article 1156 of the Swiss Code of Obligations or a listing prospectus pursuant to the listing rules of the SIX Swiss Exchange or any other exchange 

or regulated trading facility in Switzerland or a simplified prospectus, a key information for investors document, or a prospectus, as such terms are 

defined in the CISA.  

  

NOTICE TO U.S. INVESTORS: Any potential investment in any securities or financial instruments described herein may not be suitable for all 

investors. Any prospective investment will require you to represent that you are an “accredited investor,” as defined in Regulation D under the U.S. 

Securities Act of 1933, as amended, and a “qualified purchaser,” as defined in Section 2(a)(51) of the U.S. Investment Company Act of 1940, as 

amended (the “’40 Act”). The securities and financial instruments described herein may not be available in all jurisdictions. Investments in or linked 

to hedge funds are highly speculative and may be adversely affected by the unregulated nature of hedge funds and the use of trading strategies 

and techniques that are typically prohibited for funds registered under the ’40 Act. Also, hedge funds are typically less transparent in terms of 

information and pricing and have much higher fees than registered funds. Investors in hedge funds may not be afforded the same protections as 

investors in funds registered under the ’40 Act including limitations on fees, controls over investment policies and reporting requirements.  

 

NOTICE TO CANADIAN INVESTORS: Any potential investment in any securities or financial instruments described herein may not be suitable for 

all investors. Any prospective investment will require you to represent that you are a “permitted client“, as defined in Canadian Regulation National 

Instrument 31-103 and an “accredited investor,” as defined in National Instrument 45-106. The securities and financial instruments described 

herein may not be available in all jurisdictions of Canada.  
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NOTICE TO HONG KONG INVESTORS: This document is distributed in Hong Kong by SG Securities (HK) Limited and Société Générale Hong 

Kong Branch, which is regulated by the Securities and Futures Commission and Hong Kong Monetary Authority respectively. The information 

contained in this document is only directed to recipients who are professional investors as defined under the Securities and Futures Ordinance, 

Part III.  

 

NOTICE TO JAPANESE INVESTORS: This document is distributed in Japan by Société Générale Securities (North Pacific) Ltd., Tokyo Branch, 

which is regulated by the Financial Services Agency of Japan. This document is intended only for the Professional Investors as defined by the 

Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly by Société Générale Securities (North 

Pacific) Ltd., Tokyo Branch, and under no circumstances should it be forwarded to any third party.  

 

NOTICE TO SINGAPORE INVESTORS: This document is distributed in Singapore by Société Générale Singapore Branch, which is regulated by 

the Monetary Authority of Singapore. This document may only be distributed to institutional, accredited and expert investors.  

 

NOTICE TO TAIWAN INVESTORS: This document is to present you with our all capital markets activities across Asia-Pacific region and may only 
be distributed to the institutional investors. The product mentioned in this document may not be eligible or available for sale in Taiwan and may not 
be suitable for all types of investors.  

 
 


