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One of the central assertions of the paper was the decline in stock selection alpha by hedge funds after the Global Financial Crisis

The 2019-2021 data adds more weight to this trend

Source: Epsilon, FTSE Russell. This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the 
last page for more detail on data and assumptions.
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Two aggregate composites of all hedge fund public ownership filers: HFU Asset Weighted, HFU Fund Weighted

One composite of hedge fund best ideas (4 methodologies)

Statistically significant negative alpha

600 - 800bps of cumulative underperformance vs index (driven by 2021)

Source: Epsilon, FTSE Russell. This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the 
last page for more detail on data and assumptions.



HFUFW
+29.6%, HFUAW +31.0%, Best Ideas Composite +29.9%, Russell 3000 +31.0%

56% of modeled funds generating stock
selection alpha

Source: Epsilon, FTSE Russell. This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the 
last page for more detail on data and assumptions.
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HFUFW
+26.5%, HFUAW +24.9%, Best Ideas Composite +25.9%, Russell 3000 +20.9%

56% of modeled funds generating stock
selection alpha

Source: Epsilon, FTSE Russell. This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the 
last page for more detail on data and assumptions.
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HFUFW
+16.8%, HFUAW +16.8%, Best Ideas Composite +18.6%, Russell 3000 +25.7%

32% of modeled funds generating stock
selection alpha (lowest since 2015)

Source: Epsilon, FTSE Russell. This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the 
last page for more detail on data and assumptions.
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2021 could be characterized as a year of mean reversion

Across the universe of modeled funds, it was the highest year of top to bottom quartile performance reversion

Source: Epsilon, This analysis is subject to certain limitations and does not represent portfolios that Epsilon manages. Please see the last page for 
more detail on data and assumptions.
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