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HEDGE FUNDS offer attractive diversification even in times of market stress

So far this year, most asset classes have had a tough time and suffered from significant losses. Some commaodities
especially in the energy sector generated positive returns, but often not without breath-taking volatility.

Depending on the strategy, hedge funds have achieved attractive results - also on a risk-adjusted basis. As illus-
trated in the below table.

Konrad Zehnder classifies hedge funds in three categories: Long Biased, Market Neutral and Portfolio Protection.

1. Long Biased: Returns are the main focus
These include, strategies such as long-short equity that are not positioned market-neutral, meaning
holding an overweight of long positions (net long). Accordingly, these strategies cannot completely de-
couple from overall equity market directions and therefore this year alongside the market suffered from
negative returns. On a relative basis, however, many of them have outperformed the market.

2. Market Neutral: Diversification is the main focus
These include multi-strategy and global macro strategies. They are characterized by the ability to gen-
erate positive returns regardless of the overall market movements. Capital is allocated opportunistically
’ based on the opportunity set presented at a time. Long and short positions can be set up, i.e. bet on
g rising and falling prices. Among others, these funds invest in stock- and credit indices, currencies, inter-
est rate instruments, but also in individual stocks generally with a low net exposure. Year to date, the
majority of market-neutral strategies have well preserved capital or even generated positive returns.

3. Portfolio Protection: Protection is the main focus

These include short-term oriented CTA (Commodity Trading Advisors) trend-following strategies.
Trend following strategies follow short-, mid- and/or long-term price trends predominantly of the most
liquid futures contracts. Trends get identified using quantitative models which compare similar historic
price patterns with each other. As most CTAs are only investing in highly liquid futures markets (equity
and fixed income indices, currencies and commodities), positions can be traded very actively and ad-
justed immediately if needed. For most CTA’s 2022 is outstanding and their best year since 2008, so far.
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For traditional balanced mandates of Konrad Zehnder Wealth Partners AG, part of the portfolio is invested in liquid
"Market Neutral" and "Portfolio Protection" strategies (predominantly in UCITS structures). This has stabilized per-
formance and reduced losses in this exceptionally difficult year. For dedicated absolute return hedge fund man-
dates, depending on the client-specific set-up, capital has been preserved or even a positive high single digit return
has been achieved on a year to date basis.




