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 Signs of economic growth, steady US yields and a calm dollar greenlit a rebound in global risk assets after 
last week’s declines. Less noise about the controversial Trump’s ties to Russia and a relatively innocuous 
Fed statement helped US equities to recover. While the minutes reinforced expectations for a fully-priced 
June rate hike, they didn’t change investors’ prospects for at most two hikes in 2017. It supported dollar 
assets, including EM markets and non-energy commodities. Meanwhile, Eurozone assets had to contend 
with the firmer euro as economic growth in the region gained traction. Besides, investors took profits on 
OPEC’s decision to extend its production cuts by 9-months, with potential price gains already priced in. 

Macro players took another beating this week for distinct reasons. Main CTAs’ losses were in short energy, 
long BRL positions, and in long equity futures. The bulk of Global Macro funds’ losses came from long US 
and for some in long European bonds. By contrast, most Micro equity and credit players proved more 
resilient. Among them Market Neutral funds were an exception. More concentrated, longer time horizon, 
and value focused quants recently underperformed. Losses are slow moving and managers do not see any 
signs of systemic deleveraging. 

Stable economic trends, Fed caution and more reasonable reflation expectations suggest that a major 
equity downfall could be avoided. Yet, rich US equities seem vulnerable to a correction. An unsustainable 
divergence between equities, rates and the dollar reflects recent mixed data. Meanwhile, buying pressure is 
on the wane, away from Tech where the momentum might be getting stretched. Past episodes of European 
economic catch-up have led to weaker correlations and better relative performance. However, when US 
stocks start falling, European stocks rarely outperform.  

While the current backdrop remains overall supportive for equities, more cautious positioning seems 
reasonable. The below stress-test table reflects current Lyxor strategies’ sensitivity to a -10% global equity 
correction. 

 

   

   

 
How hedge funds would behave in an equity correction 

 
Stress test table: Lyxor strategies’ sensitivity to a -10% global equity correction 

 

Strategy Total North America Western 
Europe 

Japan Emerging 
countries 

CTAs -7.3% -3.0% -1.9% -0.8% -1.7% 

Event Driven -5.1% -3.5% -1.8% 0.0% 0.1% 

L/S Equity -2.6% -0.7% -1.3% -0.1% -0.6% 

Global Macro -1.3% 0.9% -1.7% -0.3% -0.1% 
 

 

Str
ess  

Lyxor MAP stress test as of 16/05/2017. Source: Lyxor AM  
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THE WEEK IN 3 CHARTS 

Hedge Fund Snapshot: Macro Players Take Another Beating 

    The Lyxor Hedge Fund Index was down -0.8% last 
week, with Global Macro and CTAs 
underperforming. 

Within CTAs, long allocations on equities and 
short on energy were detrimental to performance. 
Short-term models fared better as they drastically 
slashed their short EUR. 

Dispersion in returns was significant across Global 
Macro funds. Managers having a tilt toward 
Europe, through short EUR and duration and long 
equities especially, underperformed. 

By contrast, Micro equity and credit players 
proved more resilient. Market Neutral were an 
exception, which are still suffering from their value 
bias. 

 

 

 

   

 

Eurozone Economic Growth Run At Its Fastest For 6 Years In May 

    
The flash May composite for the Euro area came 
in at a solid 56.8, boding well for the European 
economic growth. 

The manufacturing sector led the upturn, up to 57 
which offset a slight decline in the services 
reading. Country wise, France and Germany 
enjoyed faster expansions, in services for the 
former, in manufacturing for the latter. 

Improved optimism about future prospects and 
receding deflationary threat in the Euro zone led 
the 10-year German real bond yield to edge higher 
and the EUR to strengthen. 

The notable US and Eurozone macro 
convergence since the Euro crisis are leading a 
number of Macro and L/S equity funds to increase 
their allocation to European assets. 

 The Eurozone business activity remains buoyant  

 Eurozone PMIs, Markit  

 

 

 

Source: Markit, Lyxor AM 
 

The Euro On Track To Be The Top-Performing Currency In G10 

    

The acceleration in European growth started to be 
factored in real yields and Euro. 

The Euro (along with other European currencies) 
is on track to be the best performing in G10 in H1. 
It has motored beyond USD 1.12 on the back of 
robust economic data, fading political risk and 
solid inflows into the euro zone. Although 
investors still remain underweighted to the shared 
currency, further strength might be capped as 
fundamentals seem well priced in. 

Thus far, CTAs and Global Macro have suffered 
from their short EUR. Yet, models are likely to fare 
better going forward as they significantly slashed 
their positions. Besides, Global macro maintained 
hedges through short European duration. 

 European currencies are on the rise  

 Net Exposure to FX vs. USD (%NAV) MTD* performance vs. USD  

 

 

 

As of 28/04/2017. Source: Bloomberg, Lyxor AM 

WTD* MTD YTD

Lyxor Hedge Fund Index -0.8% -0.2% 0.8%

CTA Broad Index -1.5% -0.7% -2.8%

Event Driven Broad Index 0.0% 0.8% 5.0%

Fixed Income Broad Index 0.0% 0.5% 2.8%

L/S Equity Broad Index -0.6% -0.2% 1.6%

Global Macro Index -1.1% -0.4% -1.0%

MSCI World Index -0.4% 1.2% 7.3%

Barclays Global Agg Bond Index 0.3% 0.4% 1.8%

*From 16 M ay to  23 M ay 2017
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CTAS  HIT ON ALL FRONTS 

     
     
 

 

  All asset classes colluded to send CTA’s 
performances to a lower level. The continued recovery 
of oil, corruption in Brazil and decelerating equity 
markets were the main factors behind this week’s 
returns. 

The commodity bucket continued with a lackluster 
performance, once more on the back of higher oil 
prices. Short agricultural provided some cushion as 
most contracts headed lower for the week. 

EM currencies also curtailed returns. A notable loser 
was the BRL, which went through a sell-off after a new 
corruption scandal involving the Brazilian president hit 
the news. 

Equity markets all over the globe lost some of the 
momentum and posted small losses, which had a 
negative impact on models.  

Fixed income accounted for muted returns on 
average. Some systems were down mostly due to the 
short exposure to US duration, and other models were 
up thanks to the exposure to Europe. 

    
Rebound in oil prices hit CTAs  

Net exposure to commodities, % NAV 

 

 As of May 16
th
, 2017. Equally weighted. Source: Lyxor AM   

     

GLOBAL MACRO  OIL: GLOBAL MACRO’S SAFE HAVEN 

     
     
 

 

  Global Macro managers were hit by almost all asset 
classes. Only the commodity bucket helped alleviate 
losses. 

The bulk of the negative results came from fixed 
income. The largest losses were produced by long 
term US rates. The exposure to Mexico detracted 
performance of some funds. 

The FX portfolio was detrimental.  Longs on Brazilian 
real and short exposure to DM currencies vs. USD, in 
particular EUR and JPY, impacted negatively 
managers.  

Within equities, the long exposure to the major 
European and Japanese indices accounted for 
depressed results. 

Commodities brought some relief. Some managers 
thrived from their long energy exposure amid 
expectations of further production cuts by OPEC 
members. 

    
Fixed income was a significant detractor  

Net exposure to fixed income, % NAV 

 

 As of May 16
th
, 2017. Equally weighted. Source: Lyxor AM   

     
  

WTD* MTD YTD

CTA Broad Index -1.5% -0.7% -2.8%

CTA Long Term -1.6% -0.7% -3.1%

CTA Short Term -0.7% -0.1% 2.1%

*From 16 M ay to 23 M ay 2017
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WTD* MTD YTD

Global Macro Index -1.1% -0.4% -1.0%

*From 16 M ay to 23 M ay 2017
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L/S EQUITY  CORRECTION AMISDT LOW VOLATILITY 

     
     
 

 

  Global equities marked a pause as investors showed 
a more cautious stance. Surprisingly, volatility 
continued to drop and is now close to all time lows. In 
terms of risk factors, investors have increasingly 
showed a preference for momentum at the expense of 
value.  Long short equity, and especially fundamental 
stock pickers, navigated with difficulty in such 
unfavorable markets and returned weak performance 
last week. 

US-focused managers suffered from their long 
portfolios which were the main source of 
underperformance. Exposure to cyclical sectors 
proved detrimental, in particular long positions on the 
financial and industrial sectors. Multi-strategy funds 
experienced the same outcome as they posted losses 
in their stock selection strategy while gains from other 
strategy had a marginal impact on performance. 

European-centric managers struggled as well in their 
long books. Managers with a tilt toward cyclical 
sectors underperformed.  

Fundamental EM-centric managers ended in negative 
territory due to detracting long positions in financials 
and communications from its Asian book. 

    
Longs on cyclical sectors hit L/S equity managers 

Net exposure to equities, % NAV 

 
 As of May 16

th
, 2017. Source: Lyxor AM   

     

EVENT DRIVEN  MERGER ARBITRAGE LED THE PACK 

     
     
 

 

  The Event Driven platform was flat for the week. Gains 
from the merger arbitrage sub-category were 
overshadowed by a slight setback in special situations 
returns.  

Within merger arbitrage, Alere retraced recent losses 
as the overhangs subside with positive sentiment on 
the deal’s timeline.  

On the other side of the ledger, there were no major 
outliers but special situations managers saw minor 
negative price movements in core positions. Whole 
Food Markets retreated after the latest run up. Dow 
Chemical was also slightly down.        

    
Positions on Alere was rewarding  

Merger Arbitrage top 10 positions, % NAV 

 

 As of May 16
th
, 2017. Source: Lyxor AM   

     
  

WTD* MTD YTD

L/S Equity Broad Index -0.6% -0.2% 1.6%

Long Bias -0.4% -0.2% 2.3%

Market Neutral -0.7% -1.3% 1.8%

Variable Bias -0.6% 0.1% 2.6%

*From 16 M ay to 23 M ay 2017

WTD* MTD YTD

Event Driven Broad Index 0.0% 0.8% 5.0%

Merger Arbitrage 0.2% 1.3% 4.1%

Special Situations -0.3% 0.3% 5.8%

*From 16 M ay to 23 M ay 2017
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L/S CREDIT ARBITRAGE  CREDIT MARKET DID NOT PANIC 
     
     
 

 

  After several positive outcomes this year, investor’s 
hedges have been taken off, one by one, leaving the 
market vulnerable to an unexpected event. With 
Trump’s whirlwind of controversy, market participants 
were taken by surprise. Even if an impeachment 
remains highly unlikely, the Republican front in the 
Congress and tax reforms took another hit.  

In the US, credit markets appeared vulnerable at first, 
but then moved gradually towards positive territory 
and finished the week flat. Political concerns also 
spilled over into European credit markets last week, 
which also continue to see a very active primary 
market. Overall, European markets intended to 
reclaim the ground lost with positive macro data but 
widened by 2 and 4 bps for IG and HY respectively 
(BAML Indices). 

Meanwhile in the platform, managers posted some 
losses and gave back part of the recent gains. The 
bulk of the negative performance came from 
corporates, especially from Latin America, as some 
countries in the region have been shaken by political 
turmoil. One fund derived some gains from consumer 
staples and discretionary sectors, but this was not 
enough to offset losses. 

    
IG Market sharp first reaction to US political risk 

Spread in bps 

 

 Source: Bloomberg, Lyxor AM   
     

  

WTD* MTD YTD

Fixed Income Broad Index 0.0% 0.5% 2.8%

L/S Credit Arbitrage -0.2% 0.1% 1.9%

*From 16 M ay to 23 M ay 2017
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METHODOLOGICAL APPENDIX 

 
The information contained in this report on the performance and positioning of hedge funds is based on proprietary data 
from our Managed Account Platform. The universe of underlying funds is relatively stable, though it evolves according to 
fund openings and fund closures. 

 
     

Lyxor Managed Account Platform: Breakdown of Assets Under Management by Strategy 

    
    
 

 

  USD 10.3 billion of assets under management 
 

 Replicating approximately USD 220 billion of 
AUM 

 As of March 31st 2017   
    

Lyxor Hedge Fund Indices 

 
Based on the complete range of funds available on the Lyxor Managed Account Platform, a universe of funds eligible for 
inclusion in the indices is defined on a monthly basis taking into account the following elements: 

 

- Investability threshold: to be included in any index, the managed account must have at least $3 million of AuM. 

 

- Capacity constraints: all index components must possess adequate capacity to allow for smooth index replication 
in the context of a regular increase in investments.  

 

- Index construction: for each index, the relative weightings of the component funds are computed on an asset-
weighted basis as adjusted by the relevant capacity factors. 

 

- Each Lyxor Hedge Fund Index is reviewed and rebalanced on a monthly basis. 

 

- The Index construction methodology has been designed to mitigate well-known measurement biases. Inclusions 
and exclusions of new Hedge Funds do not impact the historical index track record. 
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DISCLAIMER 

The circumstances in which this publication has been produced are such that it is not appropriate to characterize it as independent 

investment research as referred to in MiFID and that it should be treated as a marketing communication even if it contains a research 

recommendation. This publication is also not subject to any prohibition on dealing ahead of the dissemination of investment research. 

However, Lyxor is required to have policies to manage the conflicts which may arise in the production of its research, including preventing 

dealing ahead of investment research. 

This material has been prepared solely for informational purposes only and does not constitute an offer, or a solicitation of an offer, to buy 

or sell any security or financial instrument, or to participate in any investment strategy. This material does not purport to summarize or 

contain all of the provisions that would be set forth in any offering memorandum. Any purchase or sale of any securities may be made 

only pursuant to a final offering memorandum. No advisory relationship is created by the receipt of this material. This material should not 

be construed as legal, business or tax advice. A more robust discussion of the risks and tax considerations involving in investing in a fund 

is available from the more complete disclosures incorporated into the offering documentation for such fund. 

This material has not been prepared in regard to specific investment objectives, financial situations, or the particular needs of any specific 

entity or person.  Investors should make their own appraisal of the risks and should seek their own financial advice regarding the 

appropriateness of investing in any securities or financial instrument or participating in any investment strategy. Before you decide to 

invest in any account or fund, you should carefully read the relevant client agreements and offering documentation. No representation is 

made that your investment objectives will be achieved. This material is not intended for use by retail customers. 

Any descriptions involving investment process, risk management, portfolio characteristics or statistical analysis are provided for illustrative 

purposes only, will not apply in all situations, and may be changed without notice. Past performance is not indicative of future results, and 

it is impossible to predict whether the value of any fund or index will rise or fall over time. 

While the information in this material has been obtained from sources deemed reliable, neither Société Générale (“SG”), Lyxor  Asset 

Management S.A.S. (“Lyxor AM”) nor their affiliates guarantee its accuracy, timeliness or completeness. We are under no obligat ion to 

update or otherwise revise such information if and when it changes. Any opinions expressed herein are statements of our judgment on 

this date and are subject to change without notice. SG, Lyxor AM and their affiliates assume no fiduciary responsibility or l iability for any 

consequences, financial or otherwise, arising from an investment in any security or financial instrument described herein or in any other 

security, or from the implementation of any investment strategy. Lyxor AM and its affiliates may from time to time deal in, profit from the 

trading of, hold, have positions in, or act as market-makers, advisers, brokers or otherwise in relation to the securities and financial 

instruments described herein. Service marks appearing herein are the exclusive property of SG and its affiliates, as the case may be. 

Hedge funds may invest in futures and other derivative instruments. Futures trading and other derivatives may permit extremely high 

degrees of leverage and expose the funds to, among other things, volatility, market illiquidity, market risks, legal risks and operational 

risks. Hedge funds may be exposed to risks relating to non-domestic markets, including, without limitation, risks relating to currency 

exchange, tax, lack of liquidity, market manipulation, political instability and transaction costs. An investment in a hedge fund is subject to 

a total loss. 

This presentation contains the views of Lyxor AM analysts and/or strategies. The views espoused in this presentation may differ from 

opinions and recommendations produced by other departments of SG. 

Note about Indices: Indices are not available for direct investment. A comparison to an index is not meant to imply that an investment in a 

fund is comparable to an investment in the funds or securities represented by such index. A fund is actively managed while an index is a 

passive index of securities. Indices are not investable themselves, and thus do not include the deduction of fees and other expenses 

associated with an investment in a fund. Not all the funds that comprise indices cited herein are suitable for U.S. Investors as a result of, 

among other things, the implementation of the Volcker Rule. Please see the offering documentation for these funds for more details. 

Notice to U.S Investors: Any potential investment in any securities or financial instruments, the categories of which are described herein, 

may not be suitable for all investors. Any prospective investment will require you to represent that you are an “accredited investor,” as 

defined in Regulation D under the Securities Act of 1933, as amended, and a “qualified purchaser,” as defined in Section 2(a) (51) of the 

Investment Company Act of 1940, as amended (the “40 Act”). The securities and financial instruments described herein may not be 

available in all jurisdictions. 

Investments in or linked to hedge funds are highly speculative and may be adversely affected by the unregulated nature of hedge funds 

and the use of trading strategies and techniques that are typically prohibited for funds registered under the ’40 Act. Also, hedge funds are 

typically less transparent in terms of information and pricing and have much higher fees than registered funds. Investors in hedge funds 

may not be afforded the same protections as investors in funds registered under the ’40 Act including limitations on fees, controls over 

investment policies and reporting requirements. 

Notice to Canadian Investors: Any potential investment in any securities or financial instruments, the categories of which are described 

herein, may not be suitable for all investors. Any prospective investment will require you to represent that you are a “permi tted client,” as 

defined in Canadian Regulation National Instrument 31-103, and an “accredited investor,” as defined in National Instrument 45-106. The 

securities and financial instruments described herein may not be available in all jurisdictions of Canada. 

For more information, U.S. and Canadian investors and recipients should contact Lyxor Asset Management Inc., 1251 Sixth Avenue, New 

York, NY 10020 or invest@lyxor.com. 

Notice to U.K. Investors: This communication is issued in the UK by Lyxor Asset Management UK LLP, which is authorised and regulated 

by the Financial Conduct Authority in the UK under Registration Number 435658. 

Source: This document has been prepared by Lyxor Asset Management S.A.S., 17 cours Valmy, 92800 Puteaux. Lyxor AM is a French 

management company authorized by the Autorité des marchés financiers and placed under the regulations of the UCITS (2014/91/UE) 

and AIFM (2011/61/EU) Directives. Lyxor AM is also registered with the U.S. Commodity Futures Trading Commission as a registered 

commodity pool operator and a commodity trading advisor. 


