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"Half the reason the consulting industry exists is because companies would 
rather pay hundreds of thousands of dollars for advice from someone in a 
nice suit than listen to a line worker who knows exactly what's wrong with 

the company but has dirty fingernails." 
– Morgan Housel  
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Hedge funds forced to cut fees to lure investors 

 

The Financial Times 

Gross and net leverage 

 

Goldman Sachs 

North America long/short ratio 

 

JP Morgan 

HEDGE FUNDS 

https://www.ft.com/content/b889c3b8-1254-11e8-940e-08320fc2a277
http://www.gs.com/
http://www.jpmorgan.com/
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North America trading activity by hedge funds 

 

 

 

JP Morgan 

Female fund manager bonuses up to 70% below men's 

Women working at UK asset managers receive bonuses that are as much as 70 per cent below their male colleagues in revelations that will 
pile pressure on a sector that has been branded "pale, male and stale" to tackle its wide gender pay gap. According to initial data that compa-
nies have filed to comply with new UK rules, salaries for women working in the fund industry are up to 40 per cent less than those paid to 
men, while the gap on bonuses is up to 72 per cent. 

Fund managers linked the difference in pay to the lack of senior women in their organizations, as well as more women working part-time. 
Bev Shah, founder of CityHive, a network for women in finance, said it will be interesting to watch how these numbers change over the years. 
"It's not a surprise to anyone that the gender pay gap numbers for asset management are how they are. You just need to open your eyes and 
walk around the investment floors to see how the numbers will look," she said. 

http://www.jpmorgan.com/
https://www.ft.com/content/8bffa2c4-99f3-11e7-a652-cde3f882dd7b
https://www.ft.com/stream/3e91af47-9b2d-4f07-8a30-a180fb4d6eb3
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A poll of more than 500 FTfm readers last year found that 80 per cent believed transparency over the gender pay gap would improve equality 
for women in the fund industry. Fewer than 10 per cent of respondents said they felt women in the fund industry were paid the same as men 
for similar roles. 

The Financial Times 

Hedge fund industry assets 

 

Barclays 

Equity hedge fund alpha over time 

 

Barclays 

Apple is a hedge fund that makes phones 

When you buy a share of Apple stock, you do not simply buy into a $1 trillion technology company. You also buy a share of one of the world's 
largest investment companies: Braeburn Capital, a wholly owned subsidiary of Apple. Braeburn manages a $244 billion financial portfolio—
70% of Apple's total book assets. Apple acts like a hedge fund by supporting this portfolio with $115 billion of debt. 

Like a hedge fund, Apple provides minimal disclosures on Braeburn Capital's holdings. But unlike a hedge fund, Apple does not restrict itself 
to accepting funds from sophisticated investors. Apple invests the money of everyday investors, like a mutual fund—but without telling in-
vestors what they own, the most basic protection mutual funds offer. 

Equity and debt holders beware. Similar shadow hedge funds abound within S&P 500 industrial companies. Most disclose less information 
than Apple about their activities. Our research, published in the Journal of Finance, shows that in 2012 these corporations managed a com-
bined portfolio of $1.6 trillion of nonoperating financial assets. Of this amount, almost 40% is held in risky financial assets, such as corporate 
bonds, mortgage-backed securities, auction-rate securities and equities. Current accounting standards require companies only to report ag-
gregate valuations on a quarterly basis. 

https://www.ft.com/content/62caec56-1874-11e8-9e9c-25c814761640
http://www.barclays.com/
http://www.barclays.com/
https://onlinelibrary.wiley.com/doi/pdf/10.1111/jofi.12490?mod=article_inline
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Like Apple, these companies lever up. The debt may appear safe at first when it is backed by financial assets. But these assets are not the 
safe and liquid ones that typically facilitate day-to-day operations. By shifting into riskier and more illiquid financial assets, corporations hurt 
their debt holders, ostensibly to help equity holders. Equity holders don't seem to gain any benefit, though. 

Our research shows that large holdings of risky financial assets are associated with the destruction of value. The market values a dollar of 
risky financial assets at substantially less than a dollar. Large risky asset holdings are also associated with poorer corporate governance, CEO 
overconfidence and risk-incentivizing executive compensation such as stock- and option-based pay. 

Through these shadow hedge funds, industrial companies chase after alpha. But beating the market is hard, and the attempt destroys value 
through fees and the ensuing management distraction from the core business. Only the most select hedge-fund and mutual-fund managers 
outperform the market. It seems unlikely that the financial industry's best money managers would choose to work for industrial companies 
at lower pay. Moreover, if corporate treasurers truly create value, companies should be happy to trumpet their success. Instead they hide 
their results from investors by taking advantage of weak disclosure requirements. 

Harmonizing the disclosure standards of these shadow hedge funds with those required of mutual funds and other financial intermediaries—
including quarterly reporting of every asset held and daily marking-to-market of the portfolio value—is critical for an informed investor base. 
This could be accomplished. Any company holding more than 1% of book assets in non-cash-equivalent financial securities should be re-
quired to hold these assets in a subsidiary that reports its net asset value daily. Investors should be able to evaluate the performance of these 
shadow hedge funds for themselves and decide how they want to invest their money. 

The Wall Street Journal 

Precautionary savings with risky assets: When cash is not cash 

Ran Duchin 
University of Washington - Michael G. Foster School of Business 

Thomas Gilbert 
University of Washington - Department of Finance and Business Economics 

Jarrad Harford 
University of Washington 

Christopher M. Hrdlicka 
University of Washington - Michael G. Foster School of Business 

Abstract: We show that US industrial firms invest heavily in non-cash, risky financial assets such as corporate debt, equity, and mortgage-
backed securities. Risky assets represent 40% of firms' financial portfolios, or 6% of total book assets. We present a formal model to assess 
the optimality of risky financial investments. Consistent with the model's predictions, risky assets are concentrated in financially uncon-
strained firms that hold large financial portfolios. Further, they are undertaken by poorly governed firms and discounted by 13-22% com-
pared to safe assets. We conclude that this activity represents an unregulated asset management industry of more than $1.5 trillion, ques-
tioning the traditional boundaries of nonfinancial firms. 

SSRN 

Hedge funds and stock price formation 

Charles Cao 
Pennsylvania State University 

Yong Chen 
Texas A&M University - Department of Finance 

William N. Goetzmann 
Yale School of Management - International Center for Finance; National Bureau of Economic Research (NBER) 

Bing Liang 
University of Massachusetts Amherst - Department of Finance 

Abstract: Using comprehensive quarterly data on hedge fund stock holdings, we study the role of hedge funds in the process of stock price 
formation. We find that hedge funds tend to hold undervalued stocks, and that both hedge fund ownership and their trades are positively 
related to the degree of stock mispricing. A portfolio consisting of undervalued stocks with high hedge fund ownership generates a risk-ad-
justed return of 0.40% per month (or, 4.8% annually), and the profit stands even after transaction costs. Hedge fund ownership and trades 
also precede the dissipation of stock mispricing. In contrast, these patterns are either nonexistent or much weaker for other types of institu-
tional investors. Taken together, our results suggest that hedge funds exploit and help correct mispricing, but the process is not instantane-
ous. 

SSRN  

https://www.wsj.com/articles/apple-is-a-hedge-fund-that-makes-phones-1535063375
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=388209
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=354525
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2110
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1629950
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2348415
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=46096
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=451975
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2309
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=2348660
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2121495
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Is 3M a leading indicator of ISM? 

 

Deutsche Bank Research (via Carl Quintanilla) 

How have the stock markets around the world reacted to negative and positive trade war news? 

       

Oxford Economics (via WSJ's Daily Shot) 

Several temporary drivers in Q3 earnings, but even excl. these the underlying growth is at solid rates 

 

Deutsche Bank Research (via WSJ's Daily Shot) 

The declines in the manufacturing-sector started long before China became a significant trading partner 

 

Moody's Analytics Research (via WSJ's Daily Shot) 

MARKETS 

http://www.dbresearch.com/
https://twitter.com/carlquintanilla/status/1055904557304295424
https://www.oxfordeconomics.com/
https://blogs.wsj.com/dailyshot/2018/10/23/the-daily-shot-bank-shares-tumble-on-slower-mortgage-demand/
http://www.dbresearch.com/
https://blogs.wsj.com/dailyshot/2018/11/06/the-daily-shot-the-strategy-of-combining-stocks-and-bonds-backfired-this-year/
https://www.moodysanalytics.com/
https://blogs.wsj.com/dailyshot/2018/11/06/the-daily-shot-the-strategy-of-combining-stocks-and-bonds-backfired-this-year/
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The Fed funds rate normally peaks when 80% of states have unemployment below the NAIRU 

 

Deutsche Bank Research (via WSJ's Daily Shot) 

This has been a recovery for people with education 

 

Deutsche Bank Research (via WSJ's Daily Shot) 

Federal spending & revenues (as a % of GDP) 

 

Capital Economics (via WSJ's Daily Shot) 

Chain store sales have soared, but will slow soon 

 

Pantheon Macroeconomics (via WSJ's Daily Shot) 

http://www.dbresearch.com/
https://blogs.wsj.com/dailyshot/2018/10/11/the-daily-shot-fears-of-tariffs-and-chinas-spying-send-tech-shares-tumbling/
http://www.dbresearch.com/
https://blogs.wsj.com/dailyshot/2018/10/11/the-daily-shot-fears-of-tariffs-and-chinas-spying-send-tech-shares-tumbling/
https://www.capitaleconomics.com/
https://blogs.wsj.com/dailyshot/2018/10/17/the-daily-shot-record-numbers-of-health-care-workers-are-quitting-their-jobs/
http://www.pantheonmacro.com/
https://blogs.wsj.com/dailyshot/2018/10/18/the-daily-shot-apartment-glut-sends-building-applications-tumbling/
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At this time, in which phase of the economic cycle would you say the global economy is? 

 

BofA Merrill Lynch (via Zero Hedge) 

Not as impressed: Earnings and sales beats aren't being rewarded as much as they were last quarter 

 

Bloomberg 

19m ago the unemployment rate fell below its "natural rate," while the gap is historically wide 

 

Charles Schwab 

Buying stocks the day after US equities sell off has not tended to provide a positive return this year 

 

The Wall Street Journal 

http://www.bankofamerica.com/
https://www.zerohedge.com/news/2018-10-16/investors-are-most-bearish-global-economy-crash
https://www.bloomberg.com/news/articles/2018-10-24/beat-miss-or-match-the-market-doesn-t-care-about-your-earnings
https://twitter.com/LizAnnSonders/status/1060140681056976897
https://www.wsj.com/articles/rising-rates-threaten-a-bull-market-mantra-1540891803
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Inflation set to catch up? 

 

Fitch Solutions (via WSJ's Daily Shot) 

China has been dominating the global private-sector debt expansion in recent years 

 

Capital Economics (via WSJ's Daily Shot) 

The big downgrade: More than half of the US investment-grade index now sits in the lowest ratings tier 

 

Bloomberg 

The risk of a bear market has almost never been greater: GS Bull/Bear Market Risk Indicator 

 

Goldman Sachs (via Zero Hedge) 

https://www.fitchsolutions.com/bmi-research
https://blogs.wsj.com/dailyshot/2018/11/07/the-daily-shot-the-inventory-of-unsold-new-homes-highest-since-2011/
https://www.capitaleconomics.com/
https://blogs.wsj.com/dailyshot/2018/10/29/the-daily-shot-is-the-market-selloff-a-harbinger-of-slower-economic-growth
https://www.bloomberg.com/graphics/2018-almost-junk-credit-ratings/
http://www.gs.com/
https://www.zerohedge.com/news/2018-11-11/goldman-bear-market-indicator-nears-record-high-no-limit-stupidity-wall-street
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Part of the reason for the euro area's underperformance is the weakness in the state-controlled sectors 

 

Gavekal (via WSJ's Daily Shot) 

The expansion is finally broadening out beyond high-wage jobs 

 

Deutsche Bank Research (via WSJ's Daily Shot) 

Coinbase transaction volumes tumble 

 

Bloomberg 

Global cyclical indicators have clearly peaked & are rolling over 

 

Bespoke  

https://research.gavekal.com/
https://blogs.wsj.com/dailyshot/2018/11/13/the-daily-shot-investors-are-becoming-concerned-about-ges-credit/
http://www.dbresearch.com/
https://blogs.wsj.com/dailyshot/2018/10/12/the-daily-shot-the-federal-government-now-pays-1-5-billion-in-interest-every-day/
https://www.bloomberg.com/news/articles/2018-10-11/coinbase-s-active-customers-drop-80-in-crypto-slump-study-says
https://www.bespokepremium.com/think-big-blog/watches-and-casinos-point-to-global-slowing/
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Video of the month 

"A first-class catastrophe": Lessons learned from Black Monday 

Author Diana B. Henriques discusses the lasting lessons from Black Monday – the biggest drop in Wall Street history – and the relevance in 
understanding today's markets, along with insights from her extensive reporting on the Bernie Madoff scandal. 

 

Click to watch 

Goldman Sachs 

Tweet of the month 

 

Ramp Capital 

Joke of the month 

TV show idea: it's like Fixer Upper but for people to repair their investment portfolios after following CNBC's advice. 

Cartoon of the month 

  

https://www.goldmansachs.com/insights/talks-at-gs/diana-henriques.html
https://www.goldmansachs.com/insights/talks-at-gs/diana-henriques.html
https://twitter.com/RampCapitalLLC/status/1062207157444243456
https://www.goldmansachs.com/insights/talks-at-gs/diana-henriques.html
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Income mobility across generations 

Number of generations it would take for those born in low-income families to approach the mean income in their society 

 

OECD (via World Economic Forum) 

The proportion of Catholics in Chile and in Latin America overall has fallen dramatically since 1995 

 

The Wall Street Journal 

Workers more loyal to their employer than 10, 20, or 30 years ago 

 

Deutsche Bank Research (via WSJ's Daily Shot) 

THINK TANK 

http://www.oecd.org/social/broken-elevator-how-to-promote-social-mobility-9789264301085-en.htm
https://www.weforum.org/agenda/2018/08/moving-up-the-income-ladder-takes-generations-how-many-depends-on-where-you-live/
https://www.wsj.com/articles/pope-francis-handling-of-sex-abuse-cases-fractures-a-catholic-stronghold-1539964695
http://www.dbresearch.com/
https://blogs.wsj.com/dailyshot/2018/10/17/the-daily-shot-record-numbers-of-health-care-workers-are-quitting-their-jobs/
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The median age of China's population is converging with developed economies 

       

Gavekal (via WSJ's Daily Shot) 

The energy we use to power development is not permanent or static throughout history 

 

Visual Capitalist 

Gender parity in science is an uphill struggle 

 

The Economist 

A third of US adults say they have used fertility treatments or know someone who has 

       

Pew Research Center 

https://research.gavekal.com/
https://blogs.wsj.com/dailyshot/2018/10/11/the-daily-shot-fears-of-tariffs-and-chinas-spying-send-tech-shares-tumbling/
http://www.visualcapitalist.com/the-8-major-forces-shaping-the-future-of-the-global-economy/
https://www.economist.com/graphic-detail/2018/10/03/gender-parity-in-science-is-an-uphill-struggle
http://www.pewresearch.org/fact-tank/2018/07/17/a-third-of-u-s-adults-say-they-have-used-fertility-treatments-or-know-someone-who-has/
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Has deregulation come to an end? 

 

Bianco Research 

Carbon dioxide emissions from the US power sector have declined 28% since 2005 

 

US Energy Information Administration (via WSJ's Daily Shot) 

Share of children born outside of marriage, 1970-2016 

 
Axios 

Market value per employee 

 

Axios 

https://twitter.com/biancoresearch/status/1052899759244107780
https://www.eia.gov/
https://blogs.wsj.com/dailyshot/2018/11/01/the-daily-shot-northern-states-are-losing-workers/
https://www.axios.com/demography-births-fertility-marriage-wedlock-babies-c905b811-ea47-40aa-9ee7-02e7241c7fd9.html
https://www.axios.com/sears-employee-valuation-bankruptcy-liquidation-5f13132b-867b-4b94-a82f-f0294005df8e.html
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There are fewer immigrants in the US than Americans think 

 

World Economic Forum 

About six-in-ten Americans support marijuana legalization 

       

Pew Research Center 

Marijuana consumption has been rising with the largest increase among those older than 24 years 

 

                         

The Wall Street Journal 

A quarter of Americans now see themselves as spiritual but not religious 

 

Pew Research Center  

https://www.weforum.org/agenda/2018/07/what-americans-totally-misunderstand-about-immigration-in-one-chart
http://www.pewresearch.org/fact-tank/2018/10/08/americans-support-marijuana-legalization/
https://www.wsj.com/articles/supply-constraints-to-slow-canadas-marijuana-legalization-1539778281
http://www.pewresearch.org/fact-tank/2017/09/06/more-americans-now-say-theyre-spiritual-but-not-religious/ft_17-09-05_spiritualnotreligious_310px/
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Facebook and Twitter are old news to young people 

 

Statista 

Baiju, the world's most consumed liquor, is still virtually unknown outside of China 

 

The Wall Street Journal 

ICO funding by month, in USD 

 

Bloomberg 

GoFundMe, circa 1978 

 

The Burning Platform 

TIME OUT 

https://www.statista.com/chart/4823/teenagers-favorite-social-networks/
https://www.wsj.com/articles/worlds-most-consumed-liquor-tries-to-make-it-in-the-u-s-1539529200
https://www.bloomberg.com/news/articles/2018-10-08/crypto-ico-funding-dropped-in-september-to-lowest-in-17-months
https://www.theburningplatform.com/2018/07/30/gofundme/
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How good is "good"? 

 

YouGov 

Where are school uniforms prevalent? 

 

bezzleford 

https://yougov.co.uk/topics/lifestyle/articles-reports/2018/10/02/how-good-good
https://www.reddit.com/r/MapPorn/comments/9jwerj/where_are_school_uniforms_prevalent_oc_1436_x_636/
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The world's most valuable retail brands 2018 

 

howmuch.net 

Visualizing 40 years of music industry sales 

 

Visual Capitalist 

How the Russians view Joseph Stalin 

 

The Wall Street Journal  

https://howmuch.net/articles/the-worlds-most-valuable-retail-brands-2018
http://www.visualcapitalist.com/music-industry-sales/
https://www.wsj.com/articles/the-case-of-the-disappearing-stalin-statue-roils-a-russian-city-1540200601
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Bruno Schneller is the co-founder 
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hedge funds pioneer BrunnerInvest 
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fund Naissance Capital Ltd. in 2006. 
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Bruno Schneller, CAIA Miranda Ademaj 

 

 LinkedIn profile  LinkedIn profile 

 

About us 

Liechtenstein-based Skënderbeg Investment Management AG, wholly-owned subsidiary of Swiss-based Skënderbeg Alternative Investments 
AG, is an asset manager authorized and regulated by the Financial Market Authority Liechtenstein (FMA). The company is incorporated in 
Vaduz under number FL-0002.579.371-8. To subscribe to our monthly "Put into Perspective" newsletter, please visit www.skenderbeg.li. 

 

Contact us 

Skënderbeg Investment Management AG 
Aeulestrasse 20 
9490 Vaduz 
Liechtenstein 
info@skenderbeg.li 
T: +423 373 11 30 
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beg Investment Management AG, subsidiaries, employees, officers, family, and associates may from time to time have positions in the securi-
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Skënderbeg Investment Management AG reserves the right to cancel any subscription at any time. Cancellation of a subscription may result 
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