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 A FINANCIAL SERVICES FIRM
THAT SPECIALIZES IN THE

PLACEMENT OF ALTERNATIVE
INVESTMENT OFFERINGS TO
INSTITUTIONAL INVESTORS.

THE FIRM IS A SUCCESS-
BASED, RESULTS-ORIENTED

ORGANIZATION WHOSE
REVENUES ARE BASED SOLELY
ON ASSETS RAISED AND NOT
ON RETAINERS OF ANY KIND.

 A FULL-SERVICE
ACCOUNTING FIRM

PROVIDING ASSURANCE,
ADVISORY, AND TAX
SERVICES FOR THE

FINANCIALLY SAVVY
ESPECIALLY HEDGE FUNDS,
CRYPTOCURRENCY FUNDS,

INVESTORS, TRADERS,
FAMILY OFFICES AND ULTRA

HIGH NET-WORTH
INDIVIDUALS.

REDDS CAPITAL OPERATES
ACROSS NORTH AMERICA,
ISRAEL, ASIA AND THE EU.
OUR GENERAL PARTNERS

OCCUPY BOARD POSITIONS
WITHIN LEADING

SCIENTIFIC, TECHNICAL AND
FINANCIAL INSTITUTIONS,

AND POSSESS RARE INSIGHT
RESPECTING HOW

TECHNOLOGY WILL
RESHAPE OUR WORLD FOR

DECADES TO COME.

TALPION IS A STRONG
BELIEVER IN THE

IMPORTANCE OF STRATEGIC
PHILANTHROPY AND THE
ABILITY TO POSITIVELY
IMPACT A VARIETY OF

CAUSES. TAKING A SIMILAR
APPROACH TO ITS

FINANCIAL INVESTMENTS,
THE FAMILY LOOKS TO

ENGAGE DIRECTLY WITH
ORGANIZATIONS TO HELP

DRIVE ROI.
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RECIEVE AFTERWARDS
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RAISING CAPTIAL FOR HEDGE & VENTURE CAPITAL FUNDS

Capital is the life blood of any business. If
one reads many of the headlines in the
hedge fund and venture capital industry
tout sheets, one could get the impression
that there is an abundance of capital out
there looking for the right hedge fund
home. It is true that many pension funds,
sovereign wealth funds and insurance
companies are looking to increase their
exposure to the alternative funds market.
AUM for hedge funds rose to almost $4
trillion by the end of 2020. However, the
lion share of these assets is managed by
the largest managers.

While many allocators know that
the best returns usually come

from the smaller, emerging
funds, most institutional

investors are prohibited from
investing with managers who

have AUM below a certain
minimum. So how can emerging

funds raise capital?



Large, bank-backed prime brokers play a role in introducing
managers to sources of capital. However, the big bulge-bracket
primes will do very little for managers with less than $100
million in AUM. A market has developed for boutique primes
who will work with managers with good track records and AUM
of $10-25 million. This is forcing many managers to rethink
their choice of service providers.

Most start-ups will begin with friends and family capital. The most
important thing is to start the fund with enough capital to generate
a meaningful track record that can attract investors outside this
limited circle. The sad fact is that three quarters of all start-ups
will exhaust their network of friends and family within a year of
launch. Due to limited financial and personnel resources, most
managers are hard put to make the effort to market themselves.
One solution exists in the choice of a prime broker.



POLLING QUESTION #1

ARE YOU LISTENING?



SOME OF THE OTHER
IMPORTANT THINGS
MANAGERS MUST FOCUS
ON TO RAISE CAPITAL
ARE:



Your quarterly partner letters can be your most effect ive marketing tool .  Explain your
thinking behind your largest posit ions,  take credit  for your good decisions but own
your bad ones as wel l .  Remember, the Basebal l  Hal l  of Fame is ful l  of .300 hitters who
make outs 7 out of 10 t imes. A portfol io manager has to have a much better batt ing
average than .300, but don’t  ignore your missteps. You won’t  fool  anyone by ignoring
things that don’t  work out as planned.

COMMUNICATE WITH YOUR
CURRENT ROSTER OF
EMPLOYERS



Remember that your current investors have friends and family also.
Do not be afraid to encourage your investors to talk to their
contacts about you. Use social  platforms l ike LinkedIn to bui ld your
brand. The old prohibit ion against advertis ing has been effect ively
l i fted by the SEC, so use your website to let people know who you
are.

ACTIVELY TRY AND EXPAND
YOUR NETWORK



While many hedge fund managers can be considered “type
A” personal it ies there is often a reluctance to sel l  oneself .
You cannot expect investors to bel ieve in you if  you do not
bel ieve in yourself .

HAVE CONFIDENCE IN
YOURSELF AND YOUR
PROCESS



Partner with the best service providers for your
needs. Al l  service providers wi l l  say they want to be
your partner.  Make sure they can walk the walk as
wel l  as they talk the talk.

HAVE A SOUND AND
RELIABLE INFRASTRUCTURE



Set aside some t ime each day developing your strategy or
implementing it .

UNDERSTAND THAT
MARKETING IS A FULL-TIME
JOB



When trying to raise capital, do not
expect that a “one size fits all” policy
will work. Be creative with your fee
structure, especially for large
potential investors. Many managers
may hesitate to offer a significant
piece of the general partner to a
potential seed investor. Remember,
50% of a big number beats 100% of
a small one every time.



POLLING QUESTION #2

ARE YOU LISTENING?



HOW CAN HEDGE &
VENTURE CAPITAL
FUNDS RAISE CAPITAL
MORE EFFECTIVELY?



Raising capital for a hedge fund is a
process. At a time when the industry

has seen four straight quarters of
capital outflows, it’s more important

than ever for fund managers to know
how, where and why they will attract

investors. By understanding the
mindset of investors as well as their
concerns, you can improve your fund

raising results.



I f  your  fund w ishes  to  look  abroad ,
Austra l ia  and the  Midd le  East  are  showing

the  most  in terest .  Japan is  another  country
worthy  of  cons iderat ion ,  a l though investors
there  seem to  be  in terested in  investments

wi th  few restr ic t ions  on  w i thdrawa ls .
 

The United States is the clear frontrunner and
accounts for about 70 to 80 percent of the assets
raised in North America. In particular, there are

strong mandates in the Western part of the
country, from Texas through Northern California.

 

TOP REGIONS FOR RAISING
CAPITAL

BEFORE YOU TARGET AN AREA, THINK ABOUT WHETHER YOU’RE ABLE TO VISIT AT LEAST TWICE A YEAR TO
MEET WITH INVESTORS. 



EUROPEAN MARKETING STRATEGIES

Over the past four years, managers have put aside active marketing
efforts in Europe and relied mainly on reverse solicitation. However,
European activity is starting to pick up and may be worth
reconsideration.

The UK, Switzerland, the Netherlands and Finland are generating
significant deal flow while continental Europe, especially France,
Spain and Italy still present challenges for raising capital due to
government regulations.



It’s important to look into the registration and
notification requirements of each country. If
your fund is established, and can qualify in an
Undertakings for the Collective Investment in
Transferable Securities (UCITS) environment,
this can be another way to navigate European
regulations. With that in mind, while Asian and
North American funds are picking up
registrations in Europe, reverse solicitation
remains the main way to raise money here.



TYPES OF INVESTORS

The majority of hedge fund inflows still come from institutional investors:
large sovereign wealth funds, corporate pension plans, public pension plans,
funds of funds, etc.

However, interest is slowly picking up from family offices and high net worth
individuals. With valuations at all-time highs for traditional equities, these
investors want to take some of their profits off the table and redeploy them
into a hedge fund that continues to deliver consistent returns.

 



Advisory firms are also starting to invest their clients’
funds directly in hedge funds, rather than going through
a fund of funds. The wealth management industry is
consolidating as larger firms buy up smaller ones,
resulting in these accounts growing in-size and becoming
more significant sources of funding.

 

Finally, the hedge fund activity from the multifamily office
market is also growing. They look to build their portfolios of
20 to 30 different hedge funds to give their clients variety
while also creating some excess performance (Alpha) in
their portfolios to offset the risk (Beta) from other assets.



INVESTOR CONCERNS
With equity valuations currently high, investors are looking for funds that will continue to deliver
performance in the future, even during a potential downturn. Capital preservation is particularly
important for high net worth individuals and families, especially those in the second or third generation.
They would prefer consistent returns in the high single or low double digits rather than deal with
potential losses possible from chasing better returns.

When you meet with investors, they will also be weighing whether you’re different from all the other
funds out there. Are your ideas truly unique? What sets you apart from the competition? This is
something you need to be ready to discuss convincingly.

For the first time in years, investors are not as concerned with liquidity. If a fund can demonstrate
consistent returns, investors are more willing to give up liquidity in order to participate in the strategy.



IN DEMAND STRATEGIES
Today, some hedge fund strategies are more in-demand than others. From a strategy
agnostic point of view, if a fund can show that they’ve delivered a Sharpe ratio (excess of
return over risk) of one with a low Beta relative to the market over the past three to five
years, that will attract interest.

 Investors are also looking for funds that specialize in a specific sector. There’s interest in
most industries outside of technology, media and telecom, and also in other niches like
royalties, litigation finance, reinsurance or private credit. A fund that uses artificial
intelligence or machine-based learning strategies could be attractive provided the fund
has a successful track record of at least three years.

 



POLLING QUESTION #3

ARE YOU LISTENING?



Funds that invest in China also have an advantage as investors are looking
to add this region to their portfolio in a hedge fund capacity. As has been
the case for years, there remains an ongoing supply/demand gap for
Emerging Markets Macro strategies.

 
On the other hand, equity long-short has seen the most capital outflows,
especially from North American markets. Commodity Trading Advisers
are also seeing outflows as investors move into other lower priced risk
premium products like private credit.

 



Patience is the name of the game with raising capital. Expect to take, on
average, 6 to 7 meetings to secure an investor: roughly two to -three
with the investor themselves, then a due diligence meeting, then
another two to three additional meetings after that. The fastest this
process usually goes is six months, but the standard is typically 12-18
months, and that’s if an investor is ready to take on another fund.

 

THE INVESTMENT CYCLE

During this time, you should stay in touch without being pushy. One to
two meetings per year is ideal. If an investor is interested, they’ll reach
out for more. Remember, the typical investor is contacted by 5,000 to
10,000 funds per year and meeting with several hundred. If they’re slow
to get back to you, it could be because they’re feeling overwhelmed.



BUILDING RELATIONSHIPS
In order to get more time with your prospects, visit conferences you know they
will attend. That way you develop relationships in a low-stress environment and
they’ll be more likely to get back to you in the future. Another way to build
rapport is by sending investors information throughout the year, such as articles
about market conditions you think they will find helpful.

 
Through actions like these, you present yourself as a partner, thought leader and
a fiduciary for an investor. While they may not have room in their portfolio for
another fund at this moment, following these steps will put you in a strong
position when they are ready to invest.

 



RESEARCHING INVESTORS
Before meeting with any investor, to the extent that you can, get to know
what’s already in their portfolio. For example, by looking at a pension fund’s
annual filings you can see how to position your fund within their holdings.

 When a client asks which existing fund yours is similar to, don’t say you’re
completely unique. No fund is. While you may believe your fund does have an
original approach, investors see so many other funds that say the same thing.
Instead, research your peer group and competition so that you can specifically
point out what your fund does differently during your presentation.

 



PRESENTING
Rushing into an investor meeting is one of the worst moves a fund manager can make. For example, you might
seem ill-prepared if yours is a new launch and you schedule a meeting without having your presentation deck
ready. You only get so many opportunities to meet investors and may not get a second chance. Remember,
investors have long decision cycles. It’s better to delay the meeting a couple of weeks so that you can show up
completely prepared.

 If you have a great product, but meetings just aren’t leading to investors, it could be an issue with your pitch.
Your presentation should be well-rehearsed and everyone in the meeting should know their part. You don’t
want fund members talking over each other during the meeting as this makes investors uncomfortable.
Consider writing a script to keep everyone on track, and don’t bring anyone to the meeting who doesn’t have a
role in communicating the message.

 Ideally, the presentation should be an hour or less. Except in rare situations when the client is extremely
interested, longer than that may be viewed as rambling.

 



TIPS FOR RAISING CAPITAL IN A COMPETETIVE
ENVIORNMENT

As always, a hedge fund with good systems in place is more likely to raise money. You
need to show that you have the right people to not only deliver Alpha, but also to run
the ship during difficult stretches. When you have a process that is repeatable and you
can explain how you’re driving returns, capital starts to flow.

Still, in today’s competitive environment hedge funds cannot rely on their legacy or
word of mouth alone to raise capital. They need to invest in a sales and marketing
process to get in front of investors and develop relationships.



Set priorities for where your managers will visit during the
year. For an area to make your list, managers must be able
to visit at least twice a year. For example, you may pick your
top seven cities and then only visit other places if there’s
time leftover. As you put together your plan, consider
visiting less-trafficked cities, especially in the United States.
There will be less competition to get in front of investors.

 Hiring a good marketer can help with this process as they
understand how to stay in touch with investors and maintain
relationships. This is important both before an allocation and
after. When your investment starts to hit issues is when you
need good communication most of all.

 



LONG TERM FOCUS = ALLOCATIONS
Raising capital requires a long-term focus, especially with institutional investors. They typically
aren’t holding 50% of their money in cash so you need to be prepared to wait for them to be
seeking to change their portfolio. It may take two to three years before they are ready to revise
an allocation and you need to build up your relationship before then. That way when they’re
ready to move, you’re in position.

 If you try a transactional mindset, targeting investors only when the news breaks and telling
them that they’re looking for your type of strategy, it may already be too late. They are going to
be bombarded with calls. Who are they most likely to invest with? Someone they just met or a
manager they’ve been speaking with for years?

 



Today, investors are looking for a partnership with their funds. They are more hands-on
and want to spend more time with their managers developing strategies, especially since
institutional investors have their own in-house talent with expertise. Prepare to be flexible
with your strategy as investors may request changes. Don’t expect a one-size-fits-all
investment approach to work anymore.

 
While you can’t control whether your fund fits an investor’s goals or strategy, you can
control whether they like you and your story. By following a disciplined process and
avoiding common capital raising mistakes, you’ll put yourself in the best possible
position with investors.

 
 



POLLING QUESTION #4

DID YOU LIKE THIS WEBINAR?



THANK YOU FOR PARTICIPATING


