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THE GRAPEVINE
Citadel re-hired portfolio manager
Stephen Parlett this month, placing him

in charge of a team that invests in the
stocks of communication-service, internet, media and travel companies within
its Ravelin Capital unit. The assignment
follows a move in which Parlett left
sister operation Citadel Global Equities
in March for undisclosed reasons. He
remains in San Francisco, and is keeping
his title as a portfolio manager. Parlett
initially joined Citadel in 2004 from
a senior analyst post at Wells Capital.
Ravelin is among four equity-focused
divisions under the Citadel umbrella,
alongside Citadel Global Equities,
See GRAPEVINE on Page 7

Backer Considers Exit From Shrinking Zais
A hedge fund manager who helped salvage Zais Group’s attempts to go public
appears to have lost patience with the firm.
Neil Ramsey, Zais’ largest outside shareholder, said in a Jan. 11 SEC filing that he
had approached the company’s management about “potential strategic alternatives”
that would allow external stockholders to cash out. Such an effort, he continued, could
result in a large-scale transaction for Zais that might include a merger or asset sale.
There’s no official explanation for Ramsey’s push. But Zais, a Red Bank, N.J.,
investment firm that trades largely in corporate debt, collateralized loan obligations
and mortgage securities, has seen its share price fall from an initial $10 in 2015 to
about $1.50 now. That plunge caused the value of Ramsey’s investment to drop from
$95.8 million to $14.6 million.
Zais’ revenues also have declined, to $14.9 million for the nine months ended
See ZAIS on Page 4

GMT Capital Cuts Fee Despite Good Returns
GMT Capital, a $4.8 billion equity fund manager, is reducing the amount it
charges limited partners for management expenses — joining a growing list of fund
shops that are cutting fees amid slack returns and sagging demand for hedge funds
generally.
What’s unusual about GMT’s move is that the Atlanta firm just closed out a year
of strong performance, with the offshore version of its Bay Resource Partners Fund
gaining 14.6%, versus a 12% return for the S&P 500 Index and 8.2% for the MSCI
World Total Return Index. It was the first time since 2010 that GMT managed to
beat the S&P, though it has consistently outperformed its peers, as measured by the
HFRI Equity Hedge Index. Since its inception in 1998, the offshore fund has delivered an impressive 14.6% annualized return.
Nonetheless, effective Jan. 1, GMT cut its management fee from 1.5% — already
See CAPITAL on Page 5

BlueCrest’s Roach Building Fund Operation
A structured-products specialist who formerly worked at BlueCrest Capital has
opened his own fund shop.
John Roach, who started out trading mortgage derivatives in the early 1990s, is
now working from Cross Stone Capital of Purchase, N.Y, where several former colleagues from BlueCrest already are on board. Exactly when Cross Stone will begin
trading is unclear, but Roach is setting up a fund that would take a relative-value
approach to residential and commercial mortgage bonds, collateralized loan obligations and other structured products.
Given Roach’s pedigree, Cross Stone will likely get a good look from investors.
Before joining BlueCrest in 2013, he spent more than eight years as a managing
director at Deutsche Bank, where he oversaw a proprietary-trading unit called
Deutsche Bank Capital Management. Before that, he spent more than seven years at
RBS Greenwich Capital, preceded by stints at UBS and Prudential.
Roach was hired by BlueCrest to build up the firm’s structured-products trading
See BLUECREST on Page 5
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JP Morgan Pursues Seeding Deals
J.P. Morgan is emerging as an active seed investor in hedge
funds.
In its latest deal, the bank committed $200 million of client
money to multi-strategy startup Centiva Capital. The term sheet
likely included a revenue-sharing agreement under which J.P.
Morgan’s clients would be entitled to a cut of Centiva’s fee revenue, in addition to any investment gains. Centiva, led by former RBC Capital executive Ed McBride, is aiming to launch on
March 1.
That marks the third such transaction J.P. Morgan has inked
in recent months. The bank committed $200 million of seed
money to Duane Park Capital, a debt-focused fund shop led
by former Claren Road Asset Management executives Andrew
Goodwin, Dominick Maggio and David DePaolo.
The bank also seeded Manoj Narang’s Mana Partners, a
high-frequency trading operation that launched this month.
J.P. Morgan holds the largest stake in the Mana Omega fund,
which has commitments totaling about $1 billion (see article
on Page 3).
J.P. Morgan is ramping up its fund-seeding activity as rivals
including Blackstone and Goldman Sachs have curtailed activity. Blackstone, for example, has upwards of $1.2 billion of dry
power in its third seeding fund but has yet to close a deal. Prior
to its latest round of seed deals, J.P. Morgan’s last known transactions were Virage Capital, in 2013, and Imperia Investment, in
2010. Both of those investments were relatively small.
J.P. Morgan is opportunistically backing investment teams
on a deal-by-deal basis, rather than investing through a dedicated seeding fund as Blackstone and Goldman have done.
J.P. Morgan’s approach typically requires more work up front,
as the bank has to line up investors for each and every deal.
But it avoids the risk of “cash drag” — that is, returns being
eroded by management fees when a fund is largely uninvested.
In any case, J.P. Morgan has ready access to a deep pool of
investors via its $1.7 trillion asset-management business.
Among the executives involved in the bank’s fund-seeding
efforts is Paul Zummo, who holds the titles of chief executive
and chief investment officer of J.P. Morgan Alternative Asset
Management. That unit had $12.9 billion invested in 90 external hedge funds as of Sept. 30, 2015. 

Bank-Focused Shop Books Big Gain
Count PL Capital among the bank-stock specialists that
booked hefty profits during the final two months of 2016.
Its $190 million Financial Edge Fund gained 12.4% in
November and 7.9% in December, capturing a rally in bank
stocks driven by the election of Donald Trump. For the year, the
fund finished up 28% — its best showing since 2013 — compared to a 12% increase for the S&P 500 Index and a 25.6% rise
for the KBW Bank Index.
Investors bid up bank shares following the Nov. 8 election

on the expectation that Trump’s presidency would usher in a
period of accelerated economic growth, higher interest rates
and less regulation. Other bank-focused hedge fund shops
locking in gains included FJ Capital, whose FJ Capital Financial
Opportunity Fund jumped 12.7% in November and 10.9% in
December, for a full-year increase of 37%; and Elizabeth Park
Capital, whose Elizabeth Park Event Driven Fund rose 8.2% in
November and 6.1% in December, contributing to 31.5% gain
for the year.
PL Capital, founded in 1996 by Richard Lashley and John
Palmer, shows an annualized return of 13%, with less volatility
than the S&P 500 or KBW Bank Index. For the past five years,
the fund’s annualized return is 25.3%.
PL Capital manages $417 million overall. The Naperville,
Ill., firm invests in small and mid-sized banks with market capitalizations of up to $3 billion, often taking activist positions to
guide management on restructurings or mergers and acquisitions. 

Profitable Year for Volatile Quantedge
Systematic global-macro manager Quantedge delivered a
solid profit in 2016, despite a big fourth-quarter loss.
The Singapore firm’s Quantedge Global Fund finished the
year with a 26.8% return. But that’s only because it had built
enough of a cushion — in the form of a 45.7% gain as of Sept.
30 — to offset a late-year slide that included dips of 5.7% in
October and 9.3% in November. The entity then eked out a
1.6% gain in December.
For the full year, the fund’s return far exceeded the market average. For instance, the HFRI Macro: Multi-Strategy
Index was up 4.1% last year. The fund also was among the 20
best performers tracked by HSBC’s “HedgeWeekly” report in
2016. As often is the case for those at the top of the ranking,
however, it was in the bottom 20 the year before, with an
18% loss.
That’s par for the course, given that Quantedge anticipates
annual volatility of 30%. Still, the 2015 loss was only the second since the fund’s October 2006 inception, following a 23%
decline in 2008. All told, the entity shows an annualized return
of 24%. Its best year was 2010, when it was up 82%.
In a letter to investors this month, Quantedge wrote that it
“will surely continue to run into bouts of volatility that [will]
cause sharp drops in our [net asset value]. Our investment philosophy requires us to accept such unavoidable episodes and
to stay the course in order to reap our due rewards in the long
term.”
Quantedge holds about 200 positions at a time, up from 55
when it began trading. It continues to diversify its exposures.
Quantedge has $1.1 billion under management. Its 38-person staff is led by founders Chua Choong Tze and Leow Kah Shin.
The firm plans to add a modest number of research and operational personnel in Singapore and New York. Last year, it set up
a broker-dealer affiliate in New York called Quantedge Capital
USA. 
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Mayo Anchors ‘Best Ideas’ Vehicle
A growth-stock manager who espouses “ultra” portfolio
concentration launched a fund this month with backing from
GMO co-founder Dick Mayo.
Jake DuBois, a former T. Rowe Price staffer who recently
graduated from business school, began trading his Blue Hawk
Fundamental Growth Fund on Jan. 3 with $2 million. DuBois’
management firm, Blue Hawk Investment of Arlington, Va.,
touts the offering as a “best ideas” fund that will allocate twothirds of its capital to its top-10 positions.
“The backbone of this fund is grounded in two ideas,”
DuBois said. “Diversification should occur at the investor level,
not the fund level. And truly great growth ideas are rare.”
The fund doesn’t employ leverage.
DuBois spent six years at T. Rowe Price before enrolling at the University of Virginia Darden School of Business,
where Mayo is an alumnus. Mayo, who serves as an advisor to
DuBois, founded Boston-based GMO in 1977 with partners
Jeremy Grantham and Eyk Van Otterloo.
While studying for his MBA, DuBois served as chief executive of Darden School Management, a student-run investment
operation that managed $11 million on behalf of the school.
Blue Hawk is marketing a founders share class that carries
a discounted performance fee equal to 1% of assets for investors willing to commit $1 million or more for at least three
years. That component is available until the fund reaches $10
million of assets.
The fund’s standard management fee is 1.25%. It also
charges a 15% performance fee. 

Macro Fund Offers Extreme Volatility
A small “friends-and-family” fund that posted an eye-popping 457% gain last year soon could open its doors to outside
investors.
The highly leveraged Pegasus Macro Fund has produced
hyper-volatile returns since launching in 2010, including a
64.6% loss in 2015. Last year’s gain lifted the fund’s assets
more than five-fold, to $8.7 million.
Portfolio manager Phil Hahn, who divides his time between
the fund and running his family’s winery in California, said
he plans to begin accepting outside capital once assets under
management reach $15 million. The fund’s annualized gain
since inception is 24.6%.
Hahn runs the fund via his London-based Archer Asset
Management, which employs a mix of global-macro analysis, political analysis and systematic-trading techniques. The
fund rose 384.5% during the first six months of 2016, thanks
to bets on the devaluation of China’s currency and the U.K.
Brexit vote. Hahn then wagered that the U.S. stock market
would rise following the presidential election, regardless of
who won.
Pegasus Macro Fund employs roughly $8 of leverage for
every $1 of investor capital.
Hahn reviewed the 2016 results in a yearend letter whose

tone was characteristically waggish. The fund “may well have
set the performance record in the modern financial era,” he
wrote. “Modesty prohibits mentioning the amount of bips
[basis points] the fund beat the market, but around 38 times
over would be a good number. Those whom the Gods destroy
they first make mad, but being top dog if only once in a lifetime is a privilege. Such days will not come again.”
In an interview, Hahn said he previously hesitated to accept
outside capital because of the increasingly onerous regulatory
environment both in the U.S. and the U.K.
Hahn, who describes himself as an “old-fashioned, gunslinging” hedge fund manager, worked on Wall Street before
launching Pegasus Macro Fund. Among his previous employers was Wachovia and a now-defunct hedge fund firm. 

Narang Launches Fund With Lofty Fees
Startup hedge fund manager Mana Partners is bucking
a widespread industry trend by charging management and
performance fees that are nearly double the industry averages.
Clients of J.P. Morgan’s alternative-asset management
division will be among those paying Mana’s 3% management
charge and 30% incentive fee. The New York firm has received
$1 billion of commitments, with J.P. Morgan’s asset-management unit pledging a big chunk of the total. In addition to
sharing in Mana’s investment returns, J.P. Morgan clients hold
a minority stake in the New York firm and therefore would
share in its fee revenues (see article on Page 2).
Still, Mana’s fee terms run counter to widespread industry
expectations that hedge fund fees will, on average, decrease
appreciably over the next three years, ending up well below the
traditional 2-and-20 structure. Since the financial crisis, the
average management fee has dropped to 1.6-1.8%, while the
average performance fee is now 17-19%, according to the most
recent surveys.
Mana’s fee structure reflects the high cost the firm is incurring by operating as a high-frequency trader that employs
complex algorithms and other quantitative techniques to spot
trading opportunities. The heavy technology and personnel
needs of such an approach make for an expensive operation.
Mana began trading at the start of this month. Its $1 billion of commitments will be funded in stages through the end
of May.
Mana is led by chief executive Manoj Narang, who founded
high-frequency trading firm Tradeworx in 1999. In 2011, he
merged his Red Bank, N.J., firm with Telesis Capital, which
was led by his brother, Rishi Narang. The combined firm,
called T2AM, is based in Marina Del Rey, Calif., and continues
to be run by Rishi Narang.
Manoj, who left T2AM in 2014, founded Mana last June,
and late last year went on a hiring spree that brought his firm’s
roster to 40 employees. John Holena, a former partner with
statistical-arbitrage firm JRH Capital, is Mana’s president.
Narang also recruited Erin Kogan, formerly of Knight Capital,
as chief financial and operating officer. 
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Tullett Installs NY Secondary Team
Tullett Prebon has been staffing up a team in New York that
brokers secondary-market sales of limited-partnership interests in hedge funds and private equity vehicles.
The group so far encompasses three sales professionals.
John Corley arrived this month from a business-development
post at medical-device company ReliantHeart, where he had
worked since 2015. He spent time at a number of brokerage
operations before that, including a two-year stint at a Tullett
Prebon predecessor in Tokyo in the 1980s.
Also arriving this month was William Arnold, who transferred from Tullett’s London headquarters. He joined the firm
in 2009 from electronic-trading company AB Watley.
Rounding out the team is Alan Swersky, who came on
board in September. He had been employed since 2012 at
Schroders, most recently as head of financial planning and
analysis for the Schroders Investment unit. His background
also includes stops at Duff & Phelps and Olympia Capital.
The trio complements a seven-person group in London
that brokers private fund shares as part of Tullett’s alternative-investment division. Its clients include funds of funds,
family offices, banks, pension systems, sovereign wealth
funds, foundations and endowments.
The installation of Corley, Arnold and Swersky reflects a
desire by Tullett to create a physical presence in New York,
where its secondary-market work largely has been handled
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by the London staff. Secondary-market trading is generally
expected to increase amid a move toward less-liquid fund
formats, investor dissatisfaction with prolonged underperformance and growing acceptance among managers of sales
by their limited partners.
Tullett started brokering such transactions in 2009. Its
competitors in the space include HedgeBay and SecondMarket.

The current version of Tullett Prebon, best known as an
interdealer broker, formed in 2006 when it split from stockbroker affiliate Collins Stewart. 

Zais ... From Page 1
Sept. 30 from $18.2 million during the year-earlier period.
And its assets shrank to $3.8 billion from $4.2 billion during
the same stretch — with another $589 million drop expected
following the October sale of a Zais-managed REIT called Zais
Financial to Sutherland Asset Management.
The contraction fits into a pattern in which Zais’ assets
have been declining since the early days of the financial crisis,
when it was running $11.7 billion via a mix of private funds
and collateralized debt obligations. In recent years, the firm
has emerged as a routine issuer of collateralized loan obligations. And it has sought to launch a number of new funds — for
example, setting out last year to raise $100 million for a closedend vehicle called Zephyr A-7 Fund that would invest in subordinate CLO notes.
Zais had $29 million of cash on hand on Sept. 30, plus $30
million of investments in its own funds. In an earnings call
last March, Zais officials said they were engaged in a “strategic
review” of the business and that they were cutting staff. The
next month, the firm hired Berkshire Capital in a strategicplanning capacity. Separately, chief financial officer Donna
Blank resigned on Dec. 1.
Zais is headed by chief investment officer Christian Zugel,
who holds a controlling stake in the business.
As for Ramsey, he runs a Louisville, Ky., hedge fund firm
called Ramsey Quantitative Systems, but appears to hold his
investment in Zais in his personal portfolio. That stake amounts
to 43.4% of one of two share classes Zais set up in its move to
go public — a complex transaction involving a reverse merger
with a “blank-check” vehicle called HF2 Financial.
Zais’ conversion to a public company almost failed due to
a condition in which HF2’s investors had the right to redeem
their shares if it took over a business with a balance sheet of
less than $100 million. The deal with Zais resulted in a $78.2
million balance.
To save the transaction, Zais agreed to pay Ramsey a $3.4
million bonus on the condition that he purchase enough stock
from redeeming HF2 investors to keep the operation above a
revised balance-sheet minimum of $65 million. Ramsey also
signed on for a two-year consulting assignment.
Ramsey Quantitative Systems was managing $136 million
of gross hedge fund assets at yearend 2015. The firm also runs
a mutual fund. 

January 25, 2017

5

Hedge Fund
ALERT

Beach Point Ramps Up MBS Issuance
Debt-focused Beach Point Capital is expanding a securitization
program that funds investments in residential mortgages and socalled landlord loans backed by single-family rental homes.
On the “landlord-loan” side, the Santa Monica, Calif., fund
operator expects to complete at least two bond offerings this year.
It last securitized those types of credits on Dec. 12, when it sold
$101.5 million of bonds that carried ratings from Morningstar.
As for mortgage securities, Beach Point has been selling
unrated bonds backed by loans that don’t meet the Consumer
Financial Protection Bureau’s “qualified mortgage” standards.
The expectation now is that it soon will move ahead with a rated
offering. The plans first were reported by sister publication AssetBacked Alert.

Beach Point’s past mortgage deals were backed by loans the
firm bought from Citadel Servicing of Irvine, Calif. The future
deals could combine Citadel accounts with those purchased from
other originators.
Beach Point runs a series of funds that mainly invest in distressed debt, high-yield loans and structured products. The firm,
led by founding partners Carl Goldsmith and Scott Klein, started
2016 with about $9.5 billion under management.
Goldsmith and Kline previously worked together at high-yield
debt shop Post Advisory Group, forming Beach Point in 2009 via a
spinoff of Post’s alternative-investment business. 

Capital ... From Page 1
below the industry average — to 1%. Why?
“The reason is very straightforward,” founder Tom Claugus
and chief operating officer Ned Case wrote to investors this
month. “While we have beaten the HFRI Equity Hedge Index
handily over the last five years and did outperform the S&P 500
Index on a net basis [in 2016], we have not delivered the 15%
annual return that we believe is required to warrant the current
industry fee structure.”
GMT continues to charge the industry-standard 20% performance fee.
A number of blue-chip hedge fund firms have felt compelled
to trim their management fees of late, including Brevan Howard
Asset Management, Caxton Associates and Tudor Investment. In
most cases, the fee reductions have followed periods of weak
returns or shrinking assets under management, or both.
That’s not the case with GMT. Its 2016 return crushed a
5.5% increase for the HFRI Equity Hedge (Total) Index, and
the firm’s investor base has remained stable.
In assessing GMT’s performance last year, Claugus and Case
were characteristically modest.
“Was the good overall performance the result of us being in
the right place at the right time, a fortunate beneficiary of the
unexpected Trump rally? Or was it more a reflection of quality
in stock picking, long and short?” they wrote. “In truth, probably some component of both.”
While taking credit for smart stock-picking both on the long
and short side, Claugus and Case noted the firm failed to “capi-

talize on the emerging-market rebounds, particularly in Brazil,
in any meaningful way, despite it being an area of interest for us
at the beginning of the year.”
Claugus started the business in 1993. 

BlueCrest ... From Page 1
business in the U.S. His New York team managed several billion dollars of assets, and there was a plan to carve out Roach’s
portfolio as a free-standing fund within BlueCrest. But that was
before BlueCrest founder Michael Platt decided to convert the
London multi-strategy shop into a family office in late 2015. At
its peak, BlueCrest managed some $34 billion, but was down to
about $8 billion when it began returning investor capital.
At Cross Stone, Roach serves as chief investment officer.
Joining him on the investment team are portfolio manager Neil
Aggarwal, previously a portfolio manager and senior mortgage
trader at BlueCrest, and senior analyst Ryan Biernesser, also a
BlueCrest alumnus.
Overseeing fund raising is John “Chip” Montgomery, who
previously headed product development at Premium Point
Investments. Premium Point shut down last year amid an
accounting debacle that forced the New York firm to restate net
asset values for at least several quarters.
Brian McCawley is Cross Stone’s chief operating officer and
general counsel. He previously served as BlueCrest’s U.S. legal
counsel. 
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Management company
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Service providers

RAM (Lux) Systematic Funds Long/Short Global Equities
Domicile: Luxembourg

Thomas de Saint-Seine, Maxime
Botti and Emmanuel Hauptmann
RAM Active Investments,
Geneva
41-22-816-8700
investor.relations@ram-ai.com

Equity: long/short
(UCITS)

Custodian: Banque du
Luxembourg
Auditor: Ernst & Young
Administrator: European Fund
Administration

Blue Hawk Fundamental Growth
Fund
Domicile: U.S.
See Page 3

Jake DuBois
Blue Hawk Investment,
Arlington, Va.
571-317-1143
info@bluehawkinvestors.com

Equity: long/short

Prime broker: Convergex
Law firm: Riveles Wahab
Auditor: Spicer Jeffries
Administrator: Opus Fund
Services
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Aptigon Capital and Surveyor Capital.
Chicago-based Citadel, led by Ken Griffin, has $26 billion under management.
Balyasny Asset Management has hired
a portfolio manager. Joe Capone was

offered a position in recent weeks
running a book of financial-company
stocks, just as he had been doing at
Caxton Associates since 2010. He was at
Credit Suisse before that. Balyasny is led
by Dmitry Balyasny. The Chicago multistrategy firm had $11.8 billion under
management on March 1, 2016.
Separately, Amy Le joined Balyasny
Asset Management this month as a
healthcare-stock analyst. Le had been
working since March as an analyst at
venture capital firm Aisling Capital,
and before that spent time at Morgan
Stanley.

Financial-stock specialist Larry Kossove
signed on with Sander Gerber’s Hudson
Bay Capital in December as a portfolio

manager. Kossove had been working since 2008 as a portfolio manager
who ran money exclusively for Israel

Englander’s Millennium Management
under the Tribe Capital banner. Before
that, he spent time at HBK Capital and
SAC Capital. New York-based Hudson

Bay employs a multi-strategy approach.
It had $2.9 billion under management
at yearend 2015.
Tide Point Capital has added an analyst
to its staff. Benjamin Chaiken arrived

at the Old Greenwich, Conn., equity
fund manager this month from Credit
Suisse, where he analyzed the stocks of
casino and travel companies. Chaiken
started there in 2012, following a stop
at SunTrust. Tide Point, which invests
in cyclical stocks, is led by Christopher
Winham. The firm has $1 billion under
management.
Startup fund operator Shaolin Capital
installed a head of marketing and
investor relations in December,
bringing in Jay Mercurio from the
top business-development post at
Arcem Capital. Mercurio had been
employed at Arcem since 2014. Before
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that, he was at International Asset
Management. Shaolin is aiming to
launch its Shaolin Capital Partners
Master Fund by March 31. The vehicle
would employ a thematic value
approach to trade opportunistically
across a mix of financial products.
The strategy is similar to the one that
Shaolin founders Michael Jester and
David Puritz followed at prior employer
BlueMountain Capital.

Patrick Schell will soon leave his post as
co-head of Transtrend’s trading desk for

personal reasons, the systematic fund
operator wrote in a letter to investors
this month. Schell joined Transtrend
in 2002, a year after completing business school. His exit leaves Mark Putter
solely in charge of the Rotterdam,
Netherlands, firm’s trading team. Putter
arrived in 2000 from the former Prebon
Marshall Yamane. Separately, Transtrend elevated Daniel Schotanus to its
investor-relations team in November.
He had been serving an internship at
the firm since April. Transtrend, an
independently operated subsidiary of
Robeco, has $5.5 billion under management.
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