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GLOBAL MACRO

Reflation theme penalized in June
Jun-18

0.4%

YTD

1.5%
HFRI Macro Discretionary

June was challenging for Global Macro managers, both in developed
as well as in emerging markets. The major source of losses across
managers was the developed market reflation theme – a consensus
theme across discretionary books - which was expressed through short
US fixed income positions and yield curve steepeners. Funds with an
Emerging Markets focus continued to suffer from the broad weakness of
emerging market currencies while their credit exposure detracted as well
(especially in Latin America). Finally, in FX, some managers gained on
long US dollar positioning notably against developed market currencies.

CTAS

Mixed returns across asset
classes
Jun-18

YTD

0.0%

-4.2%
HFRI Macro: Systematic Diversified

Trend-following CTAs’ returns were muted on aggregate – despite the
mid-month volatility - as losses in equities offset gains in fixed income
and FX. Short US fixed income positions made up for losses from long
positions in Europe, while a short exposure to the euro vs the US dollar
was also additive. In equities, long exposure to Asian and European
markets proved painful. Commodity returns were mixed, with gains
driven by shorts in crops and precious metals and a bullish crude oil
stance.

LONG/SHORT EQUITY

Challenging month for alpha
generation
Jun-18 -0.9%
YTD

1.2%
HFRI Equity Hedge

June was challenging for alpha generation as the trade war between
China and the US resurfaced mid-month, erasing gains made in early
June. Long/Short managers were impacted by factor reversals, sector
rotations and short squeezes. Indeed, managers with long positions in
the European consumer discretionary sector and the ones with exposure
on US industrials names were impacted the most by the trade war.
Managers with higher net exposures as well as those with an Asian/
emerging market exposure suffered the most. Overall, defensive sectors
held up much better than cyclicals ones.
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EVENT DRIVEN

M&A activity remains unscathed
by market turmoil
Event Driven managers’ M&A books were almost untouched by the latemonth market turmoil and, on the contrary, even benefited from closing
0.9%
spreads in a number of situations, such as the AT&T /Time Warner deal. Jun-18
Elsewhere, the counteroffer from Comcast to buy Sky was constructive
YTD
for managers with a position in the Sky/Fox deal. In special situation
equities – a strategy with a structurally higher market exposure – the
end of the month proved more challenging. In terms of sectors, IT and
HFRI Event Driven
materials underperformed whereas more defensive sectors fared better.

2.4%

DISTRESSED

Puerto Rico municipal bonds
continue to rally
Most port-reorganisation situations contributed positively to the
monthly P&L of traditional Distressed managers in June. The Puerto Rico
municipal bond complex, in particular, continued to rally as COFINA
and General Obligation bond holders reached an agreement. Structured
credit positions also delivered modest positive contributions to returns as
most securitized products benefited from spread tightening.

Jun-18

1.0%

YTD

2.7%

HFRI ED: Distressed/Restructuring

RELATIVE VALUE

Mixed returns in June among
relative value strategies
Credit-related strategies were generally positive with gains from high yield
special situations. Equity strategies registered mixed returns as M&A books
were profitable driven by gains from situations like 21st Century Fox, while
fundamental long/short books suffered from the escalating tension between
the US and China. Convertible arbitrage books suffered this month , despite
the pace of issuance being best since 2008. Even though strong issuance can
lead to a positive impact on the opportunity set over the long term, it can
temporarily weigh on relative valuations.
Note: Returns are based on HFRI index data estimates as at 30.06.2018 and can be subject to change.

Jun-18

-0.1%

YTD
HFRI Relative Value

1.6%

Pictet Alternative Advisors (PAA) is a leading European
alternative investment specialist with expertise in manager
selection and portfolio management in liquid alternatives,
private equity and real estate. PAA is an independent unit of the
Pictet Group. Founded in 1991, we currently manage over USD
25 billion and our team is composed of more than 55 people.
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Disclaimer
This document is not intended for
persons who are citizens of, domiciled
or resident in, or entities registered
in a country or a jurisdiction in which
its distribution, publication, provision
or use would violate current laws and
regulations. In particular, investment
funds or any other collective placement
instruments which have not been
authorised for public offering in the
investor’s country of domicile may only
be offered as private placements to
qualified investors. Additional investment
restrictions may be provided for in the
official offering documentation (available
upon request). The information and data
furnished in this document are disclosed
for information purposes only; the Pictet
Group is not liable for them nor do they
constitute an offer, an invitation to buy,
sell or subscribe to securities or other
financial instruments. Furthermore, the
information, opinions and estimates in
this document reflect an evaluation as
of the date of initial publication and may
be changed without notice. Information

and opinions presented in this document
have been obtained from sources
believed to be reliable, and, although
all reasonable care has been taken,
the Pictet Group is not able to make
any representation as to its accuracy or
completeness. The value and income of
the securities or financial instruments
mentioned in this document are based
on rates from the customary sources of
financial information and may fluctuate.
The market value may vary on the
basis of economic, financial or political
changes, the remaining term, market
conditions, the volatility and solvency
of the issuer or the benchmark issuer.
Moreover, exchange rates may have a
positive or negative effect on the value,
the price or the income of the securities
or the related investments mentioned in
this document.
Past performance must not be
considered an indicator or guarantee of
future performance, and the addressees
of this document are fully responsible
for any investments they make. No
express or implied warranty is given as

to future performance. Investors shall
conduct their own analysis of the risks
(including any legal, regulatory, tax or
other consequence) associated with an
investment and should seek independent
professional advice. The content of this
document is confidential and can only
be read and/or used by its addressee.
The Pictet Group is not liable for the
use, transmission or exploitation of the
content of this document. Therefore, any
form of reproduction, copying, disclosure,
modification and/or publication of the
content is under the sole liability of
the addressee of this document, and
no liability whatsoever will be incurred
by the Pictet Group. The addressee of
this document agrees to comply with
the applicable laws and regulations
in the jurisdictions where they use the
information reproduced in this document.
This document is issued by the Pictet
Group. This publication and its content
may be cited provided that the source is
indicated. All rights reserved.
Copyright 2018.
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