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A L T E R N A T I V E  I N V E S T I N G

Miles Johnson of the FT takes strong issue with an article I didn’t write but, rather, one he thinks someone like me would write (I’m sorry if
that’s hard to follow but it’s Miles’s fault).

I wrote a fairly narrow piece pointing out that articles marveling at the 2015 compensation of the top 25 hedge fund managers (e.g., here
or here) are about wealth when they purport to be about income. That’s basically it.  Not a statement that wealth wasn’t important.  Not a
defense of this wealth.  Ayn Rand didn’t leave the building as she never entered it.  I mentioned that this “mistake” likely occurs as higher
numbers sell more papers (or whatever people buy or read for free these days) than do lower numbers. I made a point of saying that this is
not about the inequality debate, rather, it’s just about exaggeration and imprecision. That was it. 

In fact, in the email I sent when recirculating this article I wrote a year ago (sorry you missed it the first time Miles) I specifically said and
meant, “There’s plenty to debate on the investing merits and the inequality issues here without simply bad, and intentionally misleading,
math.” 

Nowhere in my original piece, or anywhere else, is my obtuse denial of these important issues actually detectable. Nowhere did I say that
wealth wasn’t an important part of the debate.  Nowhere did I defend the hedge fund business model (quite the opposite, more on that
below).  I pointed out, literally just this — that wealth is not income, and that these now annual articles confuse this, probably intentionally. I
stand by that as fact. 

Actually, I have written a lot criticizing hedge funds and I’ve done it for a long time. My firm isn’t really a hedge fund by fees or majority of
assets, but that is apparently too subtle for Miles (or inconveniently didn’t fit his slant) as labels are so much easier.  I actually say as a
matter of disclosure here that my firm has likely benefited from the move to lower fees and truly hedged products and away from the
traditional hedge fund model and that I have a long history of criticizing overpriced and under-hedged hedge funds.  In the age of Google it
would not take an incredible effort of journalistic research to note my analysis and commentary going back to 2001 in here, here, here, or
maybe here?   I got yelled at by many in the hedge fund industry for it (especially the first one when I was younger and would actually listen
to semi-famous people yelling at me on the phone!).  The hedgies didn’t want balance and accurate analysis back then any more than
Miles does now.

I also wonder if Miles has such harsh words for other critics of the misrepresented top 25 managers’ earnings lists like Matt Levine at
Bloomberg View. I’m guessing no as despite Matt and I repeatedly overlapping on this issue Johnson couldn’t misrepresent Matt’s career,
history, and motivations in order to write the political screed Miles clearly wanted to pen.

Miles, some advice. Click on a few hyper-links and actually read the background pieces. Try to understand the (admittedly narrow in my
original piece) point of what you read, not the point you think the person might be making based on who they are.

I 100% stand by the piece Miles criticizes and find his criticisms to be based entirely on a non-existent essay he thinks people like me would
write.  Finally, I’m proud of my long history of balance and willingness to criticize and advocate for change in the hedge fund industry.

 

1

http://www.ft.com/cms/s/0/f8fc357a-18f0-11e6-bb7d-ee563a5a1cc1.html#axzz48ns9rDey
https://www.aqr.com/sitecore/service/notfound.aspx?item=web%3a%7b76C498A2-BAAA-4A0E-BCD1-65D5DA69437E%7d%40en
https://www.aqr.com/Insights/Perspectives/An-Annual-Article-About-Nothing
http://www.nytimes.com/2015/05/05/business/dealbook/top-25-hedge-fund-managers-took-bad-14-all-the-way-to-the-bank.html?_r=0
http://www.institutionalinvestorsalpha.com/Article/3450284/The-2015-Rich-List-The-Highest-Earning-Hedge-Fund-Managers-of-the-Past-Year.html
http://www.bloomberg.com/view/articles/2016-05-12/hedging-on-the-case-against-hedge-funds
https://www.aqr.com/sitecore/service/notfound.aspx?item=web%3a%7bE293FAEE-AA8A-4BED-AF5E-751F4746D2CF%7d%40en
https://www.aqr.com/Insights/Research/Journal-Article/Do-Hedge-Funds-Hedge
https://www.aqr.com/sitecore/service/notfound.aspx?item=web%3a%7bBF2783A1-38EB-436E-A0F1-3C4ABA2D0FC3%7d%40en
https://www.aqr.com/Insights/Research/Journal-Article/An-Alternative-Future-Part-II
https://www.aqr.com/sitecore/service/notfound.aspx?item=web%3a%7b26D85415-282A-4768-AE94-1F1BE48B7640%7d%40en
https://www.aqr.com/Insights/Perspectives/Hotel-California-You-Can-Never-Leave-Until-You-Are-Asked-To
https://www.aqr.com/sitecore/service/notfound.aspx?item=web%3a%7b8ABE403A-0674-4AEC-A96B-55B1D1AB84CA%7d%40en
https://www.aqr.com/Insights/Perspectives/Hedge-Funds-The-Somewhat-Tepid-Defense
https://www.bloomberg.com/view/articles/2015-05-05/rich-hedge-fund-managers-are-still-rich


This document is not intended to, and does not relate specifically to any investment strategy or product that AQR offers. It is being provided merely to provide a framework to assist
in the implementation of an investor’s own analysis and an investor’s own view on the topic discussed herein.
This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recommendation to purchase
any securities or other financial instruments and may not be construed as such. The factual information set forth herein has been obtained or derived from sources believed by the
author and AQR Capital Management, LLC (“AQR”) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or implied, as to the information’s accuracy or completeness, nor should the attached information serve as the basis of any investment decision.
This document is not to be reproduced or redistributed to any other person. The information set forth herein has been provided to you as secondary information and should not be
the primary source for any investment or allocation decision. Past performance is not a guarantee of future performance. Diversification does not eliminate the risk of experiencing
investment losses. 

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrument, issuer, security or
sector that may be described or referenced herein and does not represent a formal or official view of AQR. The views expressed reflect the current views as of the date hereof
and neither the author nor AQR undertakes to advise you of any changes in the views expressed herein. 

The information contained herein is only as current as of the date indicated, and may be superseded by subsequent market events or for other reasons. Charts and graphs provided
herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained from sources believed to be reliable; however, neither
AQR nor the author guarantees the accuracy, adequacy or completeness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in making an investment or other decision. There can be no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of
actual future market behavior or future performance of any particular investment which may differ materially, and should not be relied upon as such. Diversification does not
eliminate the risk of experiencing investment losses.

The information in this paper may contain projections or other forward-looking statements regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different from that shown
here. The information in this document, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded
by subsequent market events or for other reasons. 
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