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Executive Summary
As of June 2026, the Wall Street hedge fund market is no longer best described as a niche collection of high-return 
vehicles. It is a mature risk-trading industry built around institutional capital, prime-broker balance sheet, portfolio-manager 
talent, data infrastructure, and the ability to monetize volatility, dispersion, policy uncertainty, liquidity shortages, and 
information asymmetry. The strongest flows have moved toward large, institutionally hardened platforms and managers 
that can convert complexity into repeatable risk budgets.

 Industry capital reached a new record: HFR reported global hedge fund AUM above $5.15 trillion at year-end 2025 and 
above $5.22 trillion in Q1 2026. Net inflows were $115.8 billion in 2025 and nearly $45 billion in Q1 2026, with almost 
$90 billion over the last two quarters - the best two-quarter inflow pace since 2007. [S1][S2]

 Allocator appetite has improved because hedge funds offer relatively liquid diversification at a time when private equity 
exits, private credit marks, and evergreen fund liquidity have become more scrutinized. The allocation case is less 
about 'shoot-the-lights-out' returns and more about risk mitigation, low correlation, and liquidity optionality. [S2][S11]
[S12]

 Equity long/short and market-neutral funds benefited from the AI-led equity rally and high single-stock dispersion, but 
they also face crowding risk in semiconductors, large-cap technology, and consensus quality growth. Goldman/Reuters 
reported stock-picking hedge funds gained 5.35% in May, versus 4.55% for MSCI total return. [S5][S6]

 Multi-strategy platforms remain the favored institutional product because they package diversified alpha streams, strict 
stop-loss rules, and centralized risk control. The trade-off is higher pass-through costs, longer liquidity terms, opacity, 
and competition for scarce PM talent.

 Macro and systematic strategies have regained strategic value in a post-QE world. The Fed's April 2026 target range 
remained 3.50% to 3.75%, but the policy path is contested, creating opportunities in rates, FX, commodities, and 
volatility. [S3][S9]

 The key due-diligence question is no longer 'What was the return?' but 'How was the return produced, financed, 
crowded, hedged, and paid for?'

Figure 1. Record AUM and renewed inflows. Original chart based on public HFR statements.

1. Market Regime: From Year-End 2025 to June 2026
The transition from late 2025 into mid-2026 was defined by four linked conditions: record industry capital, revived allocator 
demand, elevated geopolitical volatility, and a persistent AI-driven equity market. Hedge funds entered 2026 after a strong 
2025 in which HFR reported the HFRI Fund Weighted Composite Index up 12.5%, Equity Hedge up 17.1%, and Event-
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Driven up 10.9%. That performance gave allocators a stronger basis for new mandates after several years in which hedge 
funds were often compared unfavorably with private equity, private credit, or long-only technology exposure. [S1]

Q1 2026 then tested the industry with volatility from Middle East risk, interest-rate uncertainty, and factor reversals. HFR 
still described hedge funds as positive for Q1 and better positioned than U.S. equities during that quarter, with macro the 
lowest-correlated and strongest broad strategy, and Energy/Basic Materials and Systematic Diversified CTA among the 
strongest sub-strategies. [S2]

The May 2026 rebound reinforced the central tension of the year. Stock-picking hedge funds participated in the equity rally, 
but leverage and crowding rose. Reuters reported from a Goldman Sachs note that hedge funds bought into the May rally 
at the fastest pace since June 2025, that borrowing increased at one of the fastest rates Goldman had recorded in five 
years, and that hedge fund leverage stood at a five-year high. [S6]

Regime variable June 2026 implication for hedge funds Investment meaning
Rates and Fed policy Fed held the target range at 3.50%-3.75% in 

April 2026; the statement showed dissent 
around cuts and easing language.

Macro, fixed-income RV, curve, dollar, and 
volatility trades remain active.

AI equity rally AI and semiconductors remain the market 
center of gravity, but Goldman noted profit-
taking in semiconductor exposure even as 
cumulative exposure remained high.

Long alpha is available, but crowding and 
factor crashes matter.

Credit spreads Spreads are not broadly distressed, but 
private-credit and AI-debt scrutiny creates 
pockets of stress.

Distressed is selective; credit L/S and capital-
structure trades are more attractive than 
broad distressed beta.

M&A and IPO activity HFR flagged a strong IPO summer as a 
potential support for Equity Hedge and Event-
Driven.

Merger arb, event-driven, and post-IPO stock 
selection improve if issuance remains 
healthy.

Geopolitical risk Middle East volatility created a March stress 
event but also macro opportunity.

Risk controls and liquidity terms must be 
examined more closely.

2. Capital Flows and Allocator Behavior
The strongest structural feature in 2026 is the return of institutional demand. HFR's public data show industry capital above 
$5.22 trillion in Q1 2026 and nearly $45 billion of new Q1 capital. Goldman Sachs Prime Services reported that almost half 
of allocators expected to increase hedge fund exposure in 2026, the highest share in recent history, with the strongest 
interest in quantitative and discretionary macro funds. [S2][S4]

The allocation logic differs by investor type. Pensions and sovereign wealth funds seek diversifying return streams that can 
reduce total plan volatility. Endowments and foundations use hedge funds to rebalance alternatives exposure when private-
equity distributions are slow. Family offices and private banks are more willing to allocate to high-profile multi-strategy 
platforms, but they are increasingly sensitive to fee pass-throughs, gates, and the illiquidity of evergreen private-market 
products.

Investor group 2026 allocation bias What they are buying Main constraint
Pension funds Moderate increase Large multi-strategy, macro, market 

neutral, relative value
Governance, fee optics, liquidity 
buckets

University endowments Selective increase Uncorrelated equity market neutral, 
global macro, niche event-driven

Existing private-equity overhang 
and liquidity planning

Foundations Selective increase Lower-volatility absolute-return 
sleeves

Spending policy, liquidity, 
transparency

Family offices High dispersion; many increasing Multi-strategy, niche equity L/S, 
tactical macro, co-investment-like 
hedge fund sleeves

Access, fee load, manager 
concentration

Insurance companies Measured use Relative value, fixed income, credit 
L/S, low-beta diversifiers

Capital charges, liquidity and 
accounting treatment

Sovereign wealth funds Selective but large-ticket Capacity-constrained platforms, 
macro, equity market neutral

Capacity rights and institutional 
reporting

Private banks/HNW platforms Increasing product demand Feeder funds, interval/tender 
vehicles, multi-manager solutions

Suitability, liquidity mismatch, 
education

Role Within Alternative Investment Portfolios
Hedge funds are competing with private equity, private credit, real estate, infrastructure, and venture capital for the same 
alternatives budget. Their relative advantage in 2026 is liquidity and mark-to-market responsiveness. Their disadvantage is 
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that fees are visible, alpha is harder to underwrite, and leverage can make strategy risk appear suddenly. In practical 
portfolio construction, hedge funds are being used as the 'liquid alternatives core' between public markets and illiquid 
private funds.

 Core diversifier: multi-strategy, macro, and market-neutral strategies are used to reduce reliance on equity/bond beta.
 Liquidity buffer: hedge funds can be redeemed faster than private equity or private credit, though large platforms 

increasingly use longer locks.
 Crisis monetizer: macro, volatility, CTA, and relative-value managers can profit from policy and liquidity shocks, but 

only if risk limits survive the shock.
 Alpha laboratory: quant, systematic, sector-specialist, and event-driven teams monetize information advantages and 

market microstructure.

Figure 2. Hedge fund industry structure: capital, managers, prime brokers, markets, and risk controls.

3. Strategy Breakdown: Favorable and Unfavorable Conditions
Strategy attractiveness in 2026 depends on four variables: dispersion, financing cost, liquidity, and crowding. The same 
market that rewards stock selection can punish factor concentration. The same rate volatility that creates macro 
opportunities can destabilize levered relative-value books. The same M&A recovery that helps event-driven funds can 
create deal-break risk if antitrust or financing conditions deteriorate.
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Figure 3. Qualitative 2H 2026 strategy outlook prepared for this report.

Strategy 2H 2026 stance Why it can work Why it can fail Allocator checkpoint
Equity long/short Favorable but crowded High dispersion, AI capex, 

sector rotation, IPO calendar
AI reversal, crowded longs, 
short squeezes, beta 
masquerading as alpha

Measure net/gross, factor beta, 
short alpha, TMT concentration

Market neutral Favorable Need for low-beta alpha and 
single-stock dispersion

Factor shock, crowding, data 
decay

Test true neutrality and 
drawdown in March-like factor 
events

Global macro Favorable Fed uncertainty, dollar, rates 
divergence, commodities, 
geopolitical risk

Whipsaw from policy reversals 
and crowded macro themes

Analyze convexity, VAR, 
scenario loss, policy sensitivity

Multi-strategy Preferred but expensive Diversified pods, centralized 
risk, access to PM talent

Pass-through expenses, 
opacity, long locks, crowded 
trades

Examine fee waterfall, pass-
through cap, liquidity, PM 
turnover

Event-driven Constructive M&A/IPO recovery, corporate 
restructuring, activism

Deal breaks, regulatory delays, 
financing shocks

Review spread sources and 
downside in failed deals

Merger arbitrage Constructive/selective Higher deal flow and wider 
spreads

Antitrust, financing, cross-
border risk

Underwrite gross spread versus 
break loss

Distressed credit Selective, not broad beta Private-credit stress, AI-debt 
scrutiny, maturity walls

Spreads may be too tight; 
workouts slow

Focus on sourcing, restructuring 
skill, liquidity terms

Private credit-linked strategies Mixed to unfavorable Secondary loans, rescue 
finance, capital solutions

Valuation lag, liquidity 
mismatch, hidden leverage

Demand transparency on marks 
and redemption terms

Relative value Favorable Rates volatility, curve 
dislocations, basis trades

Leverage and financing 
dependency

Stress prime financing and 
basis widening

Fixed-income arbitrage Moderately favorable Yield curve shifts and 
issuance/auction volatility

Crowded levered trades; margin 
calls

Look at repo terms, haircuts, 
liquidity stress

Convertible arbitrage Moderately constructive Volatility and issuance can 
improve optionality

Low issuance or credit shocks 
hurt carry

Separate credit beta from vol 
edge

Commodities / CTA Favorable if trends persist Oil, power, metals, FX and rates 
trends

Choppy reversals and mean 
reversion

Assess trend horizon and crisis 
beta

Quant/systematic Favorable Alternative data, dispersion, 
scalable stock selection

Crowding, model decay, factor 
crashes

Review model risk, capacity and 
live slippage

Volatility strategies Mixed to risky Geopolitical jumps create 
opportunity

Short-vol carry can blow up; 
liquidity gaps

Distinguish long convexity from 
yield-harvesting short vol

4. Industry Structure: Why Multi-Strategy Platforms Dominate
The institutional center of gravity has shifted toward multi-manager, multi-strategy platforms such as Citadel, Millennium, 
Point72, Balyasny, D.E. Shaw, and other pod-based or centrally risk-managed firms. These firms are attractive because 
they combine diversified alpha sleeves, advanced infrastructure, real-time risk controls, prime-broker access, and the ability 
to hire teams across equities, macro, credit, commodities, quant, and volatility. The result is an industrialized alpha platform 
rather than a single-star portfolio manager model.
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 Risk budgeting is centralized. PMs receive capital allocations, drawdown limits, factor constraints, stop-loss protocols, 
and financing budgets.

 Talent is the scarce resource. Compensation competition for PMs, analysts, data scientists, traders, and portfolio 
engineers remains intense.

 Pass-through economics change the investor bargain. Investors may accept higher all-in costs because they seek 
smoother return streams and access to capacity-constrained alpha.

 Liquidity terms are becoming a strategic asset for managers. Longer lock-ups stabilize capital, but shift liquidity risk to 
investors.

 Prime brokerage relationships are strategic, not operational. Financing, stock borrow, synthetic exposure, capital 
introduction, and risk reporting are core inputs to the business model.

Manager Public 2026 positioning Strategic significance Investor issue to watch
Citadel Large multi-strategy platform; Reuters 

reported roughly $69B AUM as of 
March 1, 2026.

Benchmark for risk control, talent, and 
prime-broker balance sheet usage.

Capacity, pass-through costs, 
drawdown controls, strategy-level 
transparency.

Millennium Large multi-manager platform; 
Reuters cited >$79B in 2025 and May 
2026 public sources put it in the 
$80B+ range.

Pure expression of pod/platform 
industrialization.

Liquidity terms, PM churn, crowding, 
execution cost.

Point72 Reuters described it as a $50B multi-
strategy fund; 2026 governance 
changes formalized succession/scale.

Combines fundamental equity, macro, 
quant, AI-focused and private-credit 
initiatives.

Governance, business-line expansion, 
risk discipline.

Balyasny Major multi-strategy manager with 
strong 2025 public performance.

Competes for PM talent and 
institutional platform capital.

Drawdown sensitivity and scalability 
after rapid growth.

D.E. Shaw Reuters reported >$85B across 
strategies as of Dec. 2025; FT 
reported longer lock-up changes in 
2026.

Quantitative, multi-strategy, and 
systematic infrastructure leader.

Liquidity terms, employee/internal 
capital structures, fee load.

Two Sigma Large quant/systematic manager; 
public estimates vary.

Representative of data/model-driven 
hedge fund architecture.

Model crowding, governance, 
research process.

Bridgewater Large macro/systematic macro 
platform; Reuters reported strong 
2025 Pure Alpha performance.

Macro regime and policy-divergence 
bellwether.

Capacity, leadership transition, macro 
drawdown profile.

Elliott Activist/event-driven/credit 
powerhouse.

Shows importance of legal, 
restructuring, and corporate-control 
expertise.

Concentration, event risk, liquidity of 
activist positions.

Pershing Square Public activist equity model with 
concentrated positions.

Illustrates brand, activism, and 
concentrated public-market exposure.

Concentration risk and market beta.

Renaissance Technologies Quant pioneer; Medallion remains a 
unique closed model.

Represents extreme statistical-
arbitrage culture and data 
infrastructure.

External-fund performance versus 
internal flagship mythology.

Pass-Through Fees, Lock-Ups, and the New Bargain
The old hedge fund stereotype was '2 and 20.' The 2026 platform bargain is different: investors may pay management fees, 
incentive fees, and pass-through expenses that can include compensation, technology, data, financing, legal, and 
operational costs. In return, they seek institutional-grade diversification and access to closed or capacity-constrained 
strategies. This has shifted negotiation from headline fees to all-in economics, transparency, expense controls, and liquidity 
rights.

Term Why it matters in 2026 Investor response
Pass-through costs Can materially raise total fee load, especially 

at multi-strategy platforms.
Demand full expense taxonomy, caps where 
possible, historic all-in expense ratio.

Performance fees May be justified only if returns are true alpha 
after leverage and beta adjustment.

Calculate net alpha after all fees and 
financing.

Lock-ups and gates Managers want stable capital; investors need 
liquidity.

Match fund liquidity to portfolio liquidity 
budget; model stressed redemptions.

Side letters/capacity rights Large investors seek preferential 
transparency, fees, or future access.

Assess whether rights create unequal 
liquidity or information advantages.

SMAs and funds-of-one Increasingly used for customization and 
transparency.

Review operational burden and strategy drift.

5. Prime Brokerage and Leverage: The Hidden Infrastructure
Prime brokers are not just service providers. They are the balance-sheet layer of the hedge fund industry. They finance 
long positions, lend securities for shorts, provide synthetic exposure through swaps, custody assets, perform capital 
introduction, and supply risk analytics. In a platform-heavy market, prime-broker relationships determine capacity, 
implementation cost, short-borrow availability, and resilience under stress.
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 Leverage expansion increases return potential but raises sensitivity to margin, borrow costs, and financing withdrawal. 
Reuters/Goldman reported hedge fund leverage at a five-year high in May 2026. [S6]

 Short-selling is more difficult when crowded longs are rising, borrow is scarce, and index hedges dominate. Goldman 
noted rising short exposure to U.S. index and ETF macro products as managers hedged broad market exposure. [S5]

 Crowded trades are now a system-level risk. If many PMs own the same AI, semiconductor, quality-growth, or duration 
trades, stop-outs can become correlated.

 Risk models must capture non-linear losses: gap risk, factor crashes, commodity shocks, cross-asset correlation 
spikes, and liquidity holes.

6. Performance Evaluation: Beyond Headline Returns
A hedge fund return is not self-explanatory. A 10% return generated with low beta, low drawdown, high liquidity, and limited 
leverage is very different from a 10% return generated by levered equity beta and crowded factor exposure. In 2026, 
sophisticated allocators analyze performance through alpha quality, beta exposure, leverage, volatility, drawdown, liquidity, 
and capacity degradation.

Metric What it asks Why it matters
Alpha vs beta How much return came from security 

selection or strategy edge versus market 
exposure?

Prevents paying hedge fund fees for equity 
beta.

Sharpe ratio Return per unit of volatility. Useful, but can be inflated by smoothed 
marks or short-vol carry.

Maximum drawdown Worst peak-to-trough loss. Shows capital impairment and manager 
reaction under stress.

Correlation Relationship to equity, bond, credit, and 
commodity markets.

Measures diversification value in a total 
portfolio.

Market neutrality Whether long/short exposure is truly 
balanced after factors and sectors.

Important for equity L/S and market-neutral 
products.

Leverage-adjusted return Return relative to gross exposure and 
financing.

Separates skill from balance-sheet usage.

Liquidity risk Can the fund meet redemptions without 
forced selling?

Critical as platforms extend lock-ups and 
private-market links grow.

Capacity decay Does alpha decline as AUM grows? Central issue for mega-platforms and 
crowded quant signals.

Case Interpretation: Equity L/S, Multi-Strategy, and Macro
 Equity long/short: In a strong equity market, returns can come from long alpha, factor momentum, and beta. The real 

test is whether shorts add value or merely dilute performance. In May 2026, stock-pickers performed strongly, but 
crowded long positions also amplified gains. [S6]

 Multi-strategy: Institutions prefer platforms because they diversify idiosyncratic PM risk and enforce risk limits. The 
question is whether the net return justifies fees, pass-through expenses, leverage, and longer liquidity terms.

 Macro: Macro funds monetize policy shifts, rate-path uncertainty, FX moves, commodities, and geopolitical shocks. 
The strategy can provide convexity in market stress, but can lose money in whipsaw regimes when policy expectations 
reverse quickly.

7. Stress Tests: March Drawdown, May Recovery, and the AI Crowd
March 2026 was a practical stress test. Reuters reported that large multi-manager funds and long/short stock-pickers faced 
meaningful losses during Iran-related market turbulence, while systematic long/short strategies bucked the trend. Goldman 
data cited by Reuters showed U.S. long/short managers down 4.3% in March, Asia-focused managers down 7.3%, and 
systematic stock-trading long/short strategies up 1.1%. [S8]

May then showed the opposite side of the same industry structure. Equity markets rallied, hedge funds added exposure 
quickly, and stock-picking funds beat global equity benchmarks. The lesson is not that hedge funds are simply pro-risk. The 
lesson is that hedge fund performance is regime-dependent: risk control protects capital in March, while capital deployment 
and exposure management produce gains in May.
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8. Outlook for 2H 2026 and 2027
The base case is not a one-way risk-on or risk-off market. The more realistic scenario is alternating bursts of AI-led equity 
strength, rate volatility, geopolitical shocks, and private-market liquidity events. That favors strategies that can be liquid, 
hedged, and selective. It penalizes strategies that rely on cheap leverage, stale marks, crowded consensus trades, or the 
assumption that volatility remains contained.

Strategy group 2H 2026 view 2027 view Main opportunity Main risk
Multi-strategy platforms Favored Favored but capacity 

constrained
Diversified alpha and 
institutional risk control

Fees, lock-ups, crowding, 
capacity decay

Equity market neutral / quant Favored Favored Stock dispersion and low-
beta alpha

Factor crash and model 
crowding

Global macro Favored Favored Fed path, rates, FX, 
commodities, geopolitical 
shocks

Whipsaw policy repricing

Event-driven / merger arb Constructive Constructive if M&A/IPO 
stays open

Deal spreads, activism, IPO 
dislocations

Regulatory and financing 
breaks

Distressed credit Selective More attractive if defaults rise Private-credit stress and 
capital solutions

Too early if spreads remain 
tight

Relative value / FI arb Constructive Constructive Rate curve and basis 
dislocations

Leverage, repo, margin, 
crowded trades

CTA / managed futures Tactical positive Regime dependent Trend following in 
commodities/rates/FX

Choppy reversals

Short-vol / yield-harvesting 
vol

Risky Risky Carry in calm markets Tail losses from 
geopolitical/AI/rate shocks

Private credit-linked hedge 
funds

Cautious Selective Secondary pricing and rescue 
finance

Liquidity mismatch and 
valuation opacity

9. Key Risks for Institutional Investors
Risk Mechanism What to monitor
Crowded AI and semiconductor exposure Many funds own similar long books or hedge 

with similar index shorts.
Prime-broker crowding reports, factor 
attribution, overlap analysis.

Leverage and financing Higher gross exposure increases margin and 
liquidity sensitivity.

Gross/net, repo terms, swap margin, 
financing concentration.

Liquidity mismatch Long lock-ups and less liquid assets may 
clash with investor cash needs.

Gates, side pockets, redemption frequency, 
investor concentration.

Fee drag Pass-through costs can reduce net alpha 
materially.

All-in expense ratio, incentive allocation, 
high-water mark, hurdle.

Operational complexity Platforms require robust controls across 
hundreds of teams and data feeds.

SOC controls, valuation policy, cyber, 
independent administrator.

Capacity decay Alpha erodes when too much capital chases 
the same signals.

AUM growth, PM additions, strategy returns 
by vintage.

Regulatory change Form PF and private-fund reporting remain 
politically contested.

SEC/CFTC rule changes, reporting 
thresholds, compliance dates.
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10. Due Diligence Questions for HNW Investors and Family Offices

Figure 4. Due-diligence radar. Higher score means more attention required before allocation.

Category Questions to ask before investing
Return source What percentage of returns came from alpha, beta, carry, leverage, 

factor exposure, or illiquidity premium? Show monthly attribution.
Risk control What are the stop-loss rules, drawdown limits, concentration limits, 

and escalation procedures? How did the strategy behave in March 
2026?

Leverage What are gross and net exposures? How much financing comes from 
each prime broker? What happens if haircuts rise?

Liquidity What are the redemption windows, gates, lock-ups, investor-level 
liquidity rights, side pockets, and suspension powers?

Fees What is the all-in expense ratio including pass-throughs? Are 
expenses capped? What is excluded?

Transparency Will the investor receive risk reports, factor exposure, crowding data, 
and independent administrator statements?

Capacity How much can the strategy manage before returns degrade? What 
AUM level triggers soft close?

People Who actually runs the book? What are PM retention terms, turnover, 
compensation model, and key-person provisions?

Operations Who is the auditor, administrator, custodian, and legal counsel? Are 
valuation policies independent?

Tax and structure Is the investment onshore/offshore, PFIC-sensitive, K-1 heavy, UBTI-
generating, or unsuitable for the investor profile?
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11. Institutional Allocation Checklist
 Define role first: return enhancer, diversifier, liquidity buffer, crisis alpha, or opportunistic sleeve.
 Separate strategy allocation from manager selection; a good manager in a bad capacity regime may be worse than a 

smaller specialist with room to scale.
 Demand scenario analysis: equity drawdown, rate shock, oil shock, dollar spike, financing haircut increase, and factor 

unwind.
 Calculate net return after all fees, pass-throughs, financing, taxes, and liquidity costs.
 Review side letters and investor concentration; an investor base dominated by one or two large allocators can create 

redemption risk.
 Compare performance to appropriate benchmarks: HFRI strategy indices, cash plus spread, risk-free rate, equity factor 

models, or custom blended risk budget.
 Check whether stated liquidity matches underlying assets, not just fund documents.

Conclusion: The Essence of the Wall Street Hedge Fund Market in 2026
The essence of the Wall Street hedge fund market in 2026 is that it is a sophisticated risk-trading industry, not merely a 
collection of investment vehicles seeking high returns. Its raw material is not just capital; it is volatility, information, 
financing, liquidity, talent, technology, and institutional demand. The industry earns money by converting market uncertainty 
into tradable risk budgets.

The best hedge funds in 2026 are not simply making bullish bets on stocks, bearish bets on bonds, or macro forecasts. 
They are running integrated businesses that source data, borrow balance sheet, hire specialized talent, build execution 
systems, negotiate with prime brokers, manage drawdowns, and package return streams for institutions that need 
diversification beyond long-only equities, bonds, and illiquid private assets.

That makes hedge funds both valuable and dangerous. Valuable, because they can provide liquidity, diversification, and 
alpha when traditional portfolios are exposed to policy shifts, inflation, AI concentration, and private-market illiquidity. 
Dangerous, because high fees, leverage, opacity, crowding, and longer lock-ups can turn an allocation marketed as 
diversification into a hidden concentration. The institutional winner in 2026 is not the investor who simply finds the highest 
reported return. It is the investor who understands the machinery behind the return.
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Selected Source Notes
Source numbering used in the report. Public sources were selected for reliability, recency, and direct relevance to hedge 
fund AUM, flows, performance, allocator demand, prime brokerage, monetary policy, and regulation.

No. Publisher Source Date Use in report
S1 HFR Global Hedge Fund Industry 

Capital Surges Past Historic $5 
Trillion Milestone

Jan. 22, 2026 Year-end 2025 AUM, flows, 
strategy assets, HFRI 
performance.

S2 HFR World Global Hedge Fund Industry 
Report 2026Q1

Apr. 27, 2026 Q1 2026 AUM above $5.22T, 
nearly $45B inflows, macro 
strength.

S3 Goldman Sachs Prime Insights 
& Analytics

2026 Hedge Fund Industry 
Outlook: Generation Alpha

Jan. 29, 2026 Survey of 810+ 
allocators/managers, 2025 
performance, factor volatility.

S4 Goldman Sachs Hedge Funds Have Momentum 
After Posting Double-Digit 
Returns Last Year

Feb. 12, 2026 Allocator intention to increase 
exposure and macro/quant 
preference.

S5 Goldman Sachs Global Banking 
& Markets

How Hedge Funds Are Trading 
Semiconductor Stocks

May 22, 2026 AI/semiconductor profit-taking, 
hedging, gross leverage.

S6 Reuters Hedge funds see May returns 
boosted by buoyant markets

June 5, 2026 May 2026 returns, leverage, 
stock buying, sector flows.

S7 Reuters Top hedge funds led by D.E. 
Shaw, Bridgewater and 
Balyasny deliver big gains in 
2025

Jan. 2026 Major manager 2025 public 
performance and AUM 
references.

S8 Reuters Hedge funds hammered by 
market turbulence triggered by 
Iran conflict

Apr. 1, 2026 March 2026 drawdown, L/S and 
systematic performance, 
leverage.

S9 Federal Reserve FOMC Statement and Minutes Apr. 29 / May 20, 2026 Fed funds target range 3.50%-
3.75%, dissent, policy 
uncertainty.

S10 SEC / Morgan Lewis Form PF reporting requirements 
and 2026 proposed 
amendments

2025-2026 Compliance date and proposed 
reporting burden reduction.

S11 Morgan Stanley Investment 
Management

Hedge Funds 2026 Outlook Dec. 18, 2025 AI excess, need for active risk 
and low beta, strategy 
preferences.

S12 Preqin Hedge Funds Q1 2026 
Quarterly Update

May 13, 2026 Downside protection, risk-off 
rotation, crowding concerns.

S13 HFR Hedge Fund Launches 
Accelerate Into 2026

Jan. 16, 2026 Launches, liquidations, prime 
brokerage leaders.

S14 Financial Times Hedge fund D.E. Shaw extends 
investor lock-up for up to four 
years

June 2026 Longer liquidity terms at leading 
platforms; paywalled article 
metadata.
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