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that may not have the infrastructure in place to manage
the trading and operations around a diverse book of
strategies to which they want exposure”
She adds: “The demands from institutional
investors and regulators are driving the need for
infrastructure. Many managers don’t have it and
they don’t want to redirect their resources to
build it, so they’re looking to fund administra-
tors with global operations and robust technol-
ogy, for outsourcing solutions.”
Maples’ six-month growth of 11% is one of
the stronger examples on the list. A few adminis-
trators have recorded triple-digit growth — topped
by Apex’s 341% surge — but all are among the sec-
tor’s smaller players.
Growth among the list’s ten largest administrators is
a bit of a mixed bag. Only four of the top ten experienced
gains; while four saw a drop (two - Credit Suisse and Euro-
VL - did not report). As a result, the group’s net gain was
only $5.79bn. That said, the top three all made progress:
Citco Fund Services is up $5bn to a total of $130bn; Bank of
New York (BNY) Mellon is up $3.7bn to $98bn; and UBS,

gaining a chart-topping $9.36bn — up to $96.46bn, displaces
PART TWO Credit Suisse (formerly Prime Fund Solutions) as the sec-
FUNDS OF HEDGE FUNDS tor’s third-largest FoHF administrator.

“While the firm has seen strong growth across the full

. product suite over the last year, the biggest growth area for
The health, or otherwise, of the fund of hedge funds sector has BNY Mellon Alternative Investment Services (AIS) has

been the source of much recent debate, as FoHFs have sought been the FoHF sector, where AIS has been particularly suc-

cessful, winning a number of significant mandates as well
as enjoying the benefits of growth from our existing client
base,” says Marina Lewin, BNY Mellon’s global head of sales.

To find the survey’s biggest movers, dollar growth is
perhaps the best place to start. Here, the top three are UBS,
HedgeServ and Northern Trust; whose FoHF AuA totals
have grown by $9.36bn, $8.9bn and $8.4bn respectively.
Between them, these three account for about 60% of the

to recover from the financial crisis. But as the second part of
HFMWeek's AuA survey shows, a consolidated FoHF space
has proved to be adaptable and resilient, and still fulfils an
important role for investors seeking diversification

BY TONY GRIFFITHS

espite a diminishing group of naysayers,
the fund of hedge funds (FoHF) sector
has found it difficult to shake free from the
shackles of negative publicity. However,
there have been shards of light of late, with
improving returns and fresh inflows (espe-
cially to the larger players), helping to counteract stories of
a rapidly emerging preference for direct investing, and per-
formance lag. Now, the results of HFMWeek's latest Assets
under Administration (AuA) Survey can add to the feeling
of progress. According to the survey, assets at FoHF manag-
ers have grown 4% in the six months ending 31 April 2011,
up to $1.11trn from $1.065trn. It is a more modest advance-
ment than the 15% jump experienced by single managers,
but one that, in some ways, is of greater significance.

Whereas single manager hedge funds have been seek-
ing to return to previous highs, FoHFs have been battling
to prove their relevance to an investor set growing in con-
fidence. To put it in perspective, the 4% rise is not only the
largest since a 10% gain in October 2007, and the first time
since the same point that the sector has seen consecutive
halves of growth, but the largest biannual net dollar gain
($43bn) since the survey began in October 2005.

“The results of the survey demonstrates that there’s still
a significant place for the FoHF model in the current mar-
ket, and, I believe, the key comes down to diversification,”
says Toni Pinkerton, global head of fund services at Maples
Fund Services, “particularly for some institutional investors
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KEY THEME
FUNDS OF ONE

Appetites for diversification, transparency and
segiegalion have combined to prompt growth
in single investor FoHFs, or ‘funds of one’,

as Maples Toni Pinkerton calls them. “With
managed accounts, there's an operational
infrastructure that needs to be built around
them to digest the details. With a fund of one
you'e getting institutional standard seporting
flowing straight to the investor.

She explains: ‘It's being driven by the pension
funds that have the assets and want exposure
in the alternative space, but don't want the risks

associated with being tied to the liquidity needs

of all the investors that are sitting in that fund
with them.”

list’s $45bn net gain.

“The figures demonstrate
there is still a strong market for
the FoHF model, however it is
a competitive business,” says lan
Headon, senior vice-president
for hedge fund and FoHF prod-
uct development at Northern
Trust. “The FoHFs that survive
will be those that can attract
and retain institutional money
- and from what we can see, the
primary concern expressed by
those investors is around trans-
parency; of process, data, con-
trols and governance.”

Investor appetite for in-
creased transparency is a trend
with a long history. Along with
Headon, survey participants
were adamant that it remains
a defining factor. “FoHFs con-
tinue to invest in any capability
that generates a significant ben-

efitin transparency, reporting and straight-through-process-

ing,” Lewin agrees.

“Transparency seems to be the ‘hot’” word now, adds

Brian Desmond, COO of Bermuda and US-based admin-
istrator ISIS Fund Services. “Clients and investors are both
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