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Similarly, managers investing solely across Eastern Europe and Russia, who already make up a small fraction of the
European hedge fund industry, lost a portion of their existing market share to funds that allocate to global emerging 
markets. On the whole, the first eight months of the year saw large amounts of fresh inflows of capital into global
managers, as opposed to emerging market managers, since emerging markets across the board have taken a hit due to 
the sharp increases in energy prices (through 1H2008) coupled with slowing exports (particularly to Europe and North
America).  
 
These changes in the market shares of geographic mandates are also mirrored in the returns of managers employing 
each of these mandates. Figure 6 shows that emerging market managers have considerably outperformed those
investing solely in Eastern Europe & Russia over the past one year, while global managers have outperformed pure
Europe-investing funds both on a 12- and 24-month basis. 
 

Figure 6: Performance of Europe-Investing Funds by Geographic Mandate 

 
 
 
While we have seen significant changes in the composition of the European hedge fund space in terms of regional and
strategic mandates, the industry compositions in terms of European head office locations has remained more or less
unchanged. Figure 7 illustrates that the UK, similar to the case in our previous reports, continues to account for over
three-quarters of the AuM of Europe-located, Europe-investing funds, with France being a distant second, accounting for
6%. 
 
 

Figure 7: Breakdown of European Hedge Funds by European Head Office Locations 
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Service Providers 
 
This section provides a quick snapshot of the composition of service providers in the European hedge fund space. Figure
8 shows current breakdown of the administrators (by assets under administrations) of European hedge funds, and Figure
9 shows a similar breakdown for prime brokers (by assets under management) of funds that allocate to the region. 
 
 

Figure 8: Market Shares of the Top 10 Administrators of European Hedge Funds 

 
 
 

Figure 9: Market Shares of the Top 10 Prime Brokers of European Hedge Funds 

 
 

Performance Review 
 
Having illustrated the 12- and 24-month returns across geographic and strategic mandates, we will compare the returns 
of European hedge funds versus those of funds investing across other regions in this section, and draw a comparison 
between the performances of different types of investment vehicles allocating to Europe. To this end, we have taken into 
account 36-month returns of hedge funds and other investment vehicles, so as to analyse their performance over a period 
that has seen both bull runs and bear phases in the underlying markets. 
 
As a preface, we compared the performance of the Eurekahedge European Long/Short Equities Hedge Fund Index 
against that of an appropriate European equity market benchmark – the MSCI Europe index – over the period since the 
inception of the Eurekahedge index in December 1999 (Figure 10). While this does not quite account for the diversity of 
strategies and underlying asset classes among hedge fund allocations, it is still fairly representative, considering that 
equity-focused strategies currently make up close to 40% of the funds and assets allocating to Europe. As is evident from  
 




