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HEDGE FUND CAPITAL SURPASSES $4 TRILLION MILESTONE 

DRIVEN BY INFLATION, GEOPOLITICAL VOLATILITY 
 

HFRI Institutional Equity Hedge Index leads YTD strategy gains through 3Q; 

Investors allocate over $2 billion in new capital across all strategies; 

Inflows again concentrated in industry’s largest firms  
 

CHICAGO, (October 23, 2023) – Hedge fund capital surpassed the $4 trillion milestone to begin the 

fourth quarter, with increases driven by macroeconomic uncertainty, including sharply increased interest 

rates, continued inflationary pressures and economic weakness, as well as geopolitical uncertainty, 

including military conflicts in Russia/Ukraine and the Middle East. Total hedge fund assets increased for 

the fourth consecutive quarter in 3Q 2023 as investors allocated new capital to Event Driven and Relative 

Value Arbitrage strategies, while paring allocations to Equity Hedge strategies. Hedge funds extended 

YTD gains through the volatile third quarter, with total global hedge fund capital rising to an estimated 

$4.0 trillion, a quarterly increase of nearly $53 billion, as reported today by HFR®, the established global 

leader in the indexation, analysis and research of the global hedge fund industry, in the latest release of 

the HFR Global Hedge Fund Industry Report. Investors allocated an estimated $2.3 billion in new capital 

to the hedge fund industry in 3Q23, the third consecutive quarter of net asset inflows, with inflows led by 

Event Driven strategies. 

The investable HFRI Institutional Fund Weighted Composite Index gained +4.0 percent YTD 

through 3Q23, led by directional Equity Hedge and Event Driven strategies, both of which navigated 

surging both positive contributions from Technology/AI as well as volatility associated with inflation and 

rising geopolitical risks in 2023; the HFRI Fund Weighted Composite Index advanced +3.9 percent 

through the first nine months of the year. 
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Event-Driven (ED) strategies, which categorically focus on out of favor, often heavily shorted, 

deep value equity and credit positions, experienced an estimated asset increase of nearly $25 billion in 

3Q, raising total ED capital to $1.096 trillion. ED sub-strategy asset increases were once again 

concentrated in higher beta Special Situations, which added $17.6 billion in 3Q, as well as Distressed 

strategies, which increased by an estimated $3.6 billion. The investable HFRI Institutional Event-Driven 

Index gained +4.9 percent YTD through 3Q, while the HFRI ED: Activist Index surged +7.4 percent 

through the first nine months of the year. 

Hedge fund capital managed by credit- and interest rate-sensitive fixed income-based Relative 

Value Arbitrage (RVA) strategies increased as interest rates continued the historic rise, increasing by an 

estimated $17.5 billion in 3Q, raising total RV capital to $1.08 trillion. Multi-Strategy funds led RVA 

asset increases in 3Q23, adding an estimated $12.5 billion of capital to end the quarter at $661 billion. 

The investable HFRI Institutional Relative Value Index gained +4.7 percent through 3Q23 with RVA 

sub-strategy performance led by the HFRI RV: FI-Asset Backed Index and the HFRI RV: FI-Corporate 

Index, both of which advanced +5.0 percent through September 2023. 

After posting a narrow decline in 1H23, the HFRI Macro (Total) Index gained +1.4 percent in the 

volatile 3Q, extending gains from 2Q. Total Macro capital recovered from the early 2023 asset declines to 

increase by an estimated $15.5 billion in 3Q, bringing total Macro strategy capital to $693 billion. Macro 

sub-strategy asset increases were led by Systematic Diversified CTA strategies, which increased by an 

estimated $8.2 billion in 3Q; the HFRI Macro: Active Trading Index leads Macro sub-strategy 

performance YTD, advancing +4.6 percent through 3Q23. 

Capital managed by Equity Hedge (EH) strategies posted a narrow decline in 3Q23 on increasing 

equity market volatility, with declines across both Fundamental Growth and Value strategies. Total EH 

capital decreased by an estimated $5.1 billion to end 3Q23 at $1.13 trillion. EH sub-strategy asset 

decreases were led by Fundamental Value funds, which declined $3.7 billion in 3Q, while Fundamental 

Growth strategies declined by an estimated $3.1 billion. The investable HFRI Institutional Equity Hedge 

Index leads all strategy indices YTD for 2023 with a gain of +6.1 percent. 

Inflows for 3Q were concentrated in both mid-sized and the industry’s largest firms, with firms 

managing between $1 and $5 billion in capital receiving an estimated $2.9 billion in net investor inflows 

while those managing greater than $5 billion experienced an estimated net asset inflow of $2.2 billion; 

YTD for 2023 these firm AUM tiers have received an estimated net $3.8 billion and $16.1 billion, 

respectively. Firms managing less than $1 billion experienced estimated outflows of $2.8 billion for 3Q 

and $5.0 billion YTD. 

“Total hedge fund capital surpassed the $4 trillion milestone again to conclude 3Q, a milestone 

initially surpassed in 4Q 2021 before capital declined in 2022, as a volatile combination of 



macroeconomic and geopolitical risks drove industry performance and investor allocations through a risk 

off market cycle. Hedge funds have again navigated a powerful shift and negative reversal in risk 

tolerance and sentiment, as positive correlation between equities and bonds rose sharply throughout 3Q, 

presenting risks to classic, traditional long-biased strategies, as well as opportunities for funds tactically 

positioned for these trends,” stated Kenneth J. Heinz, President of HFR. “Investor sentiment recently has 

been driven by macroeconomic and geopolitical risks, with focus not only on inflation and interest rates, 

but military conflict, including both supply chain and political impacts of these volatile, fluid situations. 

Once again, strategies which have demonstrated their ability to navigate this latest shift in risk sentiment 

and evolving, forward-looking risks are likely to attract capital from leading global financial institutions 

seeking to opportunistically position their portfolios while also preserving capital, with these driving 

industry growth into 2024.” 

 

For more information from HFR: 

Visit www.HFR.com  Follow HFR on X: @HFRInc 

Follow HFR on Weibo: @HFRAsia Follow Ken Heinz on X: @KennethJHeinz 
 

 

About HFR® 
HFR is the global leader in the alternative investment industry, specializing in the indexation and analysis of hedge funds. Established in 1992, 
HFR produces the HFRI, HFRX and HFRU Indices, the industry’s most widely used benchmarks of global hedge fund performance. HFR 

calculates over 100 indices of hedge fund performance ranging from industry-aggregate levels down to specific, niche areas of sub-strategy and 

regional investment focus.  HFR Database, a comprehensive resource available for hedge fund investors, includes fund-level detail on historical 
performance and assets, as well as firm characteristics on both the broadest and most influential hedge fund managers. HFR has developed a 

detailed fund classification system, enabling granular and specific queries for relative performance measurement, peer group analysis and 

benchmarking. The HFR suite of analysis products leverages HFR Database to provide detailed, current, comprehensive, and relevant aggregate 
reference points on all facets of the hedge fund industry. HFR also offers consulting services for clients seeking customized top-level or more 

sophisticated analysis. For the hedge fund industry’s leading investors and hedge fund managers, HFR is The Institutional Standard.  
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