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Q12026
net inflows:

nearly $45bn

* Multi-strategy platforms consolidate power

KEY THEMES
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Preqin, BNP Paribas, public market data.

» Macro and relative value regain allocator relevance

* Long/short equity faces dispersion, crowding, and Al concentration

» Higher-for-longer rates improve alpha opportunity set

o Institutional due diligence shifts toward liquidity, cost, and risk controls
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1. Industry Overview and Capital Flows :
US Hedge Fund Industry — from late 2025 through June 2026
A. BIG PICTURE AUM (USD TRILLIONS) NET FLOWS (USD BILLIONS)
Hedge funds entered 2026 with strong momentum. Record 2025 Ca ' L
inflows and solid performance in a higher-rate, policy-uncertain 50 i
environment have reinforced their role as liquid, diversified g o) gt SR - - 100
return engines within modern portfolios. alp I st n @B 1™
© Industry AUM ended 2025 at $5.15tn. i _' =P e r- 50
® 2025 net inflows were $115.8bn, the strongest calendar- S I I

year inflows since 2007. 20 4 oS ol l.|I.I " I" I.IIII I 0
® Q12026 brought nearly $45bn of fresh inflows, making I “ "

the last two quarters the strongest consecutive inflow 10 | 50

period since 2007.
® Performance improved in a higher-rate world, with 0 ! -100

hedge funds regaining relevance as liquid diversifiers. 2007 2010 2013 2016 2018 2022 2025 Q12026

Allocator demand shifted toward multi-strategy, macro,
relative value, and other non- dlrectmnal sleeves.

B. KEY METRICS DASHBOARD

= |ndustry AUM (USD ftrillions)

[0 Net Flows (USD billions)

Year-end 2025 AUM:

2025 net inflows:

Q1 2026 net inflows:

$5.15tn

$115.8bn

nearly $45bn

HFRI Fund Weighted
Composite 2025:

+12.5%

Equity Hedge 2025:

i
I[ +171%

C. ALLOCATOR BEHAVIOR

Pensions
exposure
'/;\i Endowments & selective re-risking, preference
\':'/ Foundations for differentiated alpha
® Family Offi faster decision cycle, interest
|
= b in macro and event-driven
|® Bl e strlct Irqmdlty and
capital-efficiency focus
@ Sovereign Wealth | large-ticket allocations to
Funds | scaled managers
. @ Private|Banksl more demand for semi- liquid
" Wealth Platforms | A3Ccess and institutional-quality

E. PERFORMANCE LENS

e

;A . 2
Alpha Sharpe Volatility Maximum Correlation Market Leverage- Liquidity Capacity
vs beta ratio drawdown to equities neutrality a?é‘t‘us;‘ﬁd risk discipline

+10.9%

rebuilding liquid diversifier

platforms

Event-Driven 2025:

HFRU Macro
May 2026:

HFRU Composite
May 2026:

+1.95%

&

D. WHY HEDGE FUNDS MATTER AGAIN

Portfolios are heavily exposed to equities and illiquid private
assets; hedge funds provide a liquid alternative complement.

Diversification through low correlation to traditional markets

and alternative strategies.

Downside risk management and capital preservation during

volatile, DO|IC}' -driven environments.

Policy uncertainty, rates, and geopolitics create recurring
opportunity sets that active managers can exploit.

Tactical flexibility to navigate regimes, rotate exposures,
and capture idiosyncratic opportunities.
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2. Strategy Landscape I .

How key hedge fund strategies fit the 2026 market regime
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Representative Managers

Strategy Why It Works in 2026 Main Risk
o LEaliy S e L ifcighLongPie
! Long/Short sector rotation masking alpha el
: : ] :
q@ 2. Market ;actlor dlsit:n]e[smn,_demgpd financing cost, violent | AQR, D.E. Shaw,
Neutral oF e Detpa rkirading | factor reversals Two Sigma
opportunities
|
3. GlO‘baI rate dlvergenCE. pD|ICY | policy Wh'psaws, Bridge.-,l'-,.pater'II Brevan
Macro shifts, FX L+ consensus reversals Howard, Rokos
geopolitics '
73\ 4. Multi- diversified alpha engines, | y.op fees pass-through | Citadel, Millennium,
G Strat centralized risk, fast capital costs, talent intensit Point72, Balyasn
ratcgy reallocation : y L
5. Event- gzit';?ygf:ivtiseﬂggggate | regulatory setbacks, Elliott, Pershing Square,
Driven backdrop financing risk Farallon
6. Merger wider spreads, more deals, gntltrust,.pohncal Magnetar, Millennium,
@ . intervention, broken .
Arbitrage better expected carry Pl Citadel
[
7. Distressed | refinancing wall, |||ab!||ty tight spreads, delayed Elliott, Silver Point,
Credit TREgeeybiselcetie default cycle Oaktree
e restructurings

» Macro remains the cleanest diversifier
Multi-strategy is the institutional core holding
» Equity long/short needs demonstrable alpha separation from market beta
» Event-driven benefits from improving corporate activity
Merger arb is more attractive when deal volume rises
Distressed is opportunity-rich but timing-sensitive

[ ]

ALLOCATOR
READ-THROUGH

@ | &)

MARKET DRIVERS

Fed path inflation Al equity credit M&A geopolitics
persistence concentration spreads revival
- Prepared by Koreabest | https://koreabest.org
B Prepared by The American Newspaper | https://americanewspaper.org
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3. Strategy Landscape 11

Relative value, systematic, volatility, and niche strategy positioning

Strategy Why It Works in 2026 ‘ Main Risk Re&"::j;ﬁ‘g"’e INVESTOR INTERPRETATION ‘
: : i
1. Private capltal-ilstmc’ﬁure dlslocgthn, ‘ illiquidity, stale glulz()u;l. o Relativevalueand |
Credit-Linked | SSCU€™Nancing, sEConCanes, | s, hidden beta | occn ree, fixed-income arbitrage ‘
hybrid solutions ' Anchorage benefi
. ‘ enefit from a more
: pricing dislocations across | ine funding | Citadel, Milennium s S
2. Relative Value | rates, credit, basis, and 9 9 : g
| . shocks D.E. Shaw
capital structure | . .
| | « Systematic strategies
| o 0 gain from cross-asset
3. Fixed-Income | curve shifts, basis trades, | leveraged unwind, quﬁe::ir:n dispersion
Arbitrage | policy dispersion funding stress ExodusPoint
» ’, L
4. Convertible | ssuance, volatility, . thin issuance, Magnetar) Giade] * CTAworks best when
: capital-structure hard-to-borrow macro trends persist
Arbitrage W | Balyasny
| optionality | shorts
|' i
| energy, metals, and ' 1 S
5. Commodities | @agricultural dislocations . policy intervention, g;it:ee!;igﬂ::nmum, « Volatility strategies
| from geopolitics and violent reversals S A dsy are more attractive
supply shocks ! as hedging demand
1 | 1 .
6. CTA | persistent trends in rates, - sharp reversals, Man AHL, Winton, nses
| FX, and commodities choppy ranges Transtrend
| !
] 4 d : ¢ Private-credit-linked
| higher dispersion, faster | : Renaissance,
7. SQuant/ . | regime detection, data- | crm;dle;l LIS Two Sigma, fez Y T
ystematic | o0 rotation model decay D.E. Shaw compellmg ut
4l & LA .0 A | M require deeper
B mispricing between diligence on liquidity
8. Volatility | implied and realized vol crush, ggﬁ;;?gii and valuation
Strategy volatility, event hedging | timing error i ) ;
demard | volatility specialists
STRATEGY OUTLOOK SIGNAL
1. Private 2. Relative | 3. Fixed-Income = 4. Convertible o 7. Quant/ 8. Volatility
Credit-Linked Value Arbitrage Arbitrage o SHTIES ST Systematic Strategy
Selective Positive Positive Selective Tactical Positive Positive | Cautious
Positive Positive
.=.. Prepared by Koreabest | https://koreabest.org
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4. Industry Structure,
Key Issues, and Outlook

Why capital is concentrating — and what allocators should ask next

A. Core Industry Issues in 2026

Multi-strategy platforms dominate flows and talent
Large managers capture most net new capital
Pass-through expense structures are under scrutiny

B. Representative Firms and Positioning

Firm Positioning
i Citadel el e v
@ Millennium ﬁ'::leit[:i:fii::arggremﬁjzli'ng
il Point72 e tndpes paten
i Balyasny o adyl ek i
M ok shew | e

C. 2H 2026 and 2027 Strategy Outlook

Strategy ! Outlook
Multi-Strategy ! Favored
Global Macro ; Favored
Relative Value | Favored

Selective Positive
Selective Positive
Selective
Selective
Cautious Selective

Market Neutral |
Event-Driven / Merger Arb
Equity Long/Short

Distressed Credit

Private Credit-Linked _
CTA / Commodities / Volatility | Tactical

D. Due Diligence Questions

-'-E\ For Institutional Allocators

How robust is the risk framework across market regimes?
What are the liquidity terms, gates, and notice provisions?
What is the strategy's capacity and scalability profile?
How stable and deep is the investment team?

What are the total fees, pass-throughs, and expenses?
How is alpha generated and attributed net of fees?

e ) L LV e

®

PM compensation remains aggressive and tied to tight risk budgets

Prime brokerage relationships matter more as leverage and financing become more strategic
Short books remain difficult in a momentum-driven, Al-heavy equity tape

Crowded trades and factor correlation can create sharp drawdowns

Launches continue, but closures remain a reality for subscale or low-alpha funds

Firm \ Positioning
@l Twosoma | EoT R
@ Bridgewater sr:}aairi{a}lias?d policy-cycle
I ot i g
Tl Pershing Square g:’:i:t‘;“;;a;g;’c‘;‘i"“"
M renaisance | ST o

Why
institutional demand, diversified alpha, risk control
policy divergence and geopolitical uncertainty
higher dispersion and better financing regime
good diversifier, but financing and crowding matter
better deal backdrop, still regulatory risk
requires true stock-picking alpha in a strong market
timing depends on default cycle and refinancing stress
valuable, but diligence on liquidity and valuation is critical
best used opportunistically around trends and shocks

/‘."\, N ;
\a, For Family Offices and HNW Investors

What are the lock-up, redemption, and early-exit terms?
Are there gates, side pockets, or discretionary suspensions?
How transparent is reporting and valuation methodology?
How does the strategy protect capital in drawdowns?

How concentrated is the firm's capital by strategy/person?
How does this strategy fit within my broader portfolio?

GOF CR RN R Rl

What is the essence of the 2026 hedge fund market?

Hedge funds in 2026 are not merely vehicles chasing high returns; they are a highly developed Wall Street
risk-trading industry monetizing volatility, dispersion, information asymmetry, liquidity provision, and policy

change for institutions that need liquid, adaptive, and actively risk-managed return streams.

==
'-,\/-' Prepared by Koreabest | https://koreabest.org
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Sources: HFR, Goldman Sachs Prime Brokerage, allocator surveys, public market data.
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Fixed-Income Arbitrage
Convertible Arbitrage

Commodities

CTA
Quant/Systematic

Volatility Strategy
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« HFR, "Global hedge fund industry capital surges past historic $5 trillion milestone”, Jan. 22, 2026. SiAl £2|: 2025H &
AUM $5.15tn, 2025¢ =22 $115.8bn, HFRI FWC +12.5%, Equity Hedge +17.1%, Event-Driven +10.9

00
« HFR, "HFR World: Global Hedge Fund Industry Report 2026 Q1", Apr. 27, 2026. Al 4~2|: Q1 2026 Al A= <F
$45bn, 2|2 271 £7] 2F $90bn K¢, 2007 0|F 2|10 £29| 274 27| A4 |,

« HFR, "HFRU Indices: May 2026 Performance Notes", May 29, 2026. sl £&z|: HFRU Composite +1.55%, Macro
+1.80%, Equity Hedge +1.72%, Event Driven +1.51%, Relative Value +0.98%.

+ Goldman Sachs, "2026 Hedge Fund Industry Outlook: Generation Alpha", Jan. 29, 2026. 371 22F: 810 0]4t9]
S| A|HE allocators?t managers ZAt, Prime Brokerage book gross leverage Atat 183, net leverage 3@ D&,

« Goldman Sachs, "Hedge funds have momentum after posting double-digit returns last year", Feb. 12, 2026. &7 9k
20259 & W AL £ 22l4 Hotet 2026 SHIE.

« With Intelligence, "Hedge Fund Outlook 2026: Momentum Accelerates Route to $5tn". =27l 29k H|85FA sleeve,
OIEEZ|E, 0|32, S4& A M0l CHSt allocator =2 714,

« BNP Paribas, "BNP Paribas publishes results of its 2026 Hedge Fund Outlook", Jan. 30, 2026. &7 22k 246H2|
allocator, 2 $1.1tn &l|A|HE 2L 22 E2L HE,

« Preqin, "2025 Global Report: Hedge Funds", Dec. 2024. 271 29F 2024E7t2| hedge fund AUM 743t 27| Q& 9l
sentiment B3},

+ Federal Reserve, "FOMC target range for the federal funds rate", 20264 4& 30 7|& 3.50%-3.75% &7l &3].

+ Reuters, 2026\ 6 9% Al 7[At L 2026'H IPO-M&A; Y 7|AL Al 2|, BI=4| 154, IPO THO| 2ol Hj0| 2=
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