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New Tactics Boost Big Fund-of-Funds Managers
The combined assets of the 25 largest fund-of-funds man-

agers grew at a faster rate than the multi-manager sector as a 
whole last year.

As of the first quarter, the top 25 firms had a total of $347.5 
billion of discretionary assets, representing a 7.9% increase 
from the year-earlier period, according to Hedge Fund Alert’s 
annual ranking of the biggest multi-manager businesses. By 
comparison, global fund-of-funds assets increased by just 2.8% 
in 2014, as measured by Hedge Fund Research.

Although the fund-of-funds industry has stagnated since 
the financial crisis, the largest, most sophisticated firms have 
managed to win new business by working more closely with 
clients and underlying managers to craft customized invest-
ments. 

Others have grown via consolidation — though there were 
few acquisitions in the past year. A notable exception: In June, 
Man Group’s FRM unit agreed to buy Pine Grove Asset Manage-
ment, a $1 billion fund-of-funds shop.

Six of the top 10 managers in the newsletter’s ranking posted 
double-digit asset growth last year. No. 1-ranked Blackstone 
once again notched the biggest increase in dollar volume, add-
ing more than $8 billion to reach $66.4 billion of discretionary 
assets. Third-ranked UBS jumped by 25.1% to $25.9 billion.

On a percentage basis, SkyBridge Capital was the biggest 
gainer, with a 28.6% increase. The firm, led by Anthony Scar-
amucci, moved up from 20th place to a tie for 15th. Two years 
ago, SkyBridge didn’t make the top-25 list.

Six firms saw a decline in the discretionary assets they man-
age in multi-manager vehicles. 

UBP experienced the sharpest drop, with assets falling 24.1% 
to $6 billion. UBP and three others — Arden Asset Manage-
ment, Aurora Investment and FRM — have now lost assets for 
two years in a row.

Gottex Fund Management dropped off the top-25 list after 
seeing its discretionary assets fall by about $3.5 billion, to $4.3 
billion, in the past two years.

New to the league table this year is Evanston Capital, which 
runs $5.5 billion. The firm was founded in 2002 by David 

Wagner, previously chief investment officer of Northwestern 
University’s endowment. Private equity firm TA Associates took 
a minority stake in Evanston in late 2010.

The newsletter’s ranking is based on regulatory filings, as 
well as original reporting and estimates. In addition to discre-
tionary assets, this year’s league table lists the firms’ nondis-
cretionary assets for the first time. Some managers, including 
Grosvenor Capital and Lighthouse Partners, maintain they have 
discretion to manage all of their clients’ assets, even if the SEC 
requires them to report some accounts as non-discretionary for 
technical reasons including governance. 
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Big, Multi-Strategy Shops Poised to Reign� e future of the hedge fund industry looks a lot like Izzy Englander’s Millennium 

Management.
� e same factors that have made it increasingly di
  cult to launch a fund and 

build a pro� table business have proved to be a boon for multi-strategy fund shops 
such as Millennium, Dmitry Balyasny’s Balyasny Asset Management and Donald 

Sussman’s Paloma Partners. � e organizational structure of those � rms — combin-
ing autonomous portfolio-management teams with centralized risk controls and 
technological muscle — has allowed them to adapt better than others to the myriad 
changes that have transformed the industry in recent years.

As the industry’s biggest names gather at SkyBridge Capital’s “SALT Las 
Vegas” conference next week, a consensus is emerging that the multi-strategy 
approach will become the dominant business model in the years ahead, sopping 
up investment talent as well as an increasing proportion of global hedge fund

See STRATEGY on Page 8Carlyle Pulls Plug on Quant-Trading TeamCarlyle Group has given up on a quantitative-investment business less than a year 
a� er its debut — the latest example of the private equity giant’s struggles in the 
hedge fund market.Carlyle’s decision to unwind a $53 million alternative mutual fund, previously 
disclosed in a regulatory � ling, is only part of the story. It also is shutting down a 
quant-focused hedge fund that launched in June 2014 and has raised less than $50 
million. And the unit that managed both vehicles, the Quantitative Market Strate-
gies group, is being disbanded.Carlyle established the business in 2013 via its acquisition of Oklo Financial, led 
by quantitative trader Jaipal Tuttle and partner Matthew Simsic. � e idea was to 
develop so-called risk-parity products to compete with the likes of AQR Capital and 
Bridgewater Associates.But now Tuttle and Simsic are out, as are � ve other executives who sta� ed the

See CARLYLE on Page 7Fund Backer Nearing Deal on ArrowgrassA� er years of struggling to raise enough capital to complete a deal, Dean Barr’s 

Foundation Capital has signed investor commitments allowing it to close on its pur-
chase of a minority stake in Arrowgrass Capital.Because of the � rm’s rocky start, some were skeptical that Foundation would be 
able to line up enough investors to fund the Arrowgrass deal. But Scott Tagliarino, a 
Foundation spokesman, said this week that the Greenwich, Conn., � rm and its co-
investors recently presented capital-commitment letters to London-based Arrow-
grass and to Deutsche Bank, which owns a 17.5% stake in the $4.8 billion hedge 
fund manager.

Under the deal, a source said, Foundation would buy out Deutsche’s interest and 
acquire an additional equity piece from Arrowgrass’ principals for a total stake of 
24.9%. Foundation has agreed to pay up to $200 million for the stake, depending on See ARROWGRASS on Page 4
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Jefferies has added a member to its prime-brokerage team in Europe, while parting ways with two sta� ers in the U.S. Neville Atha arrived in the � rm’s London o
  ce this month from Higgs Capital, where he spent two years in charge of operations. Before that, he logged four years as chief operating o
  cer at Jabre Capital. He reports to prime-brokerage chief John Laub and Andrew Shortland, who heads equities in Europe, the Mid-dle East and Asia. Meanwhile, capital-introduction executive Mike Fitzsimmons le�  Je� eries’ San Francisco outpost and junior cap-intro specialist Will Greco exited the bank’s New York o
  ce.
Societe Generale’s equity-derivatives desk has recruited a sales specialist whose targeted clients include hedge funds. Blair Bajraktari started work on 
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Largest Fund-of-Funds Managers 
Assets based on SEC filings and Hedge Fund Alert reporting and estimates.

             Discretionary          Nondiscr.
   1Q-15 1Q-14 ’14-’15 1Q-15
   ($Bil.) ($Bil.) % Chg. ($Bil.)
 1 Blackstone, New York $66.4 $58.3 13.9 $1.6
 2 Grosvenor Capital, Chicago  26.1 23.7 10.1 2.3
 3 UBS, Zurich  25.9 20.7 25.1 6.8
 4 Goldman Sachs, New York  24.6 22.1 11.3 3.3
 5 Permal Asset Management, New York  21.9 21.7 0.9 0.2
 6 BlackRock, New York  19.6 16.9 16.0 0.0
 7 Mesirow Advanced Strategies, Chicago  13.7 13.2 3.8 0.4
 8 Morgan Stanley Alternative Inv., New York  13.3 12.3 8.1 8.2
 9 EnTrust Partners, New York  10.8 9.3 16.1 0.0
 10 J.P. Morgan, New York  10.4 11.5 -9.6 2.3
 11 KKR Prisma, New York  9.4 9.4 0.0 1.0
 11 Pacific Alternative Asset Mgmt., Irvine, Calif. 9.4 9.2 2.2 7.8
 13 Rock Creek Group, Washington  9.2 8.7 5.7 1.3
 14 K2 Advisors, Stamford, Conn.  9.1 7.9 15.2 1.5
 15 SkyBridge Capital, New York  9.0 7.0 28.6 3.9
 15 LGT Capital, Pfaffikon, Switzerland 9.0 8.0 12.5 0.0
 17 Meritage Group, San Francisco  8.6 8.0 7.5 0.0
 18 FRM, London  7.8 8.5 -8.2 3.4
 19 Aurora Investment, Chicago  7.7 9.1 -15.4 0.0
 20 Lighthouse Partners, Palm Beach Gardens, Fla.  6.7 5.9 13.6 1.7
 21 Aetos Capital, Menlo Park, Calif.  6.4 6.0 6.7 4.7
 22 UBP, Geneva  6.0 7.9 -24.1 4.0
 23 Arden Asset Management, New York  5.8 6.3 -7.9 5.5
 24 Evanston Capital, Evanston, Ill. 5.5 4.8 14.6 0.0
 25 GAM, London  5.2 5.8 -10.3 0.0
  TOTAL 347.5 322.2 7.9 59.9


