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Hedge fund investing has become a very popular topic among institutional investors, and a lot of
that is driven by the pressure they face to try to deliver consistent stable returns, and the best
way to do that is through a well-diversified portfolio. We actually recently gathered with a
number of BNY Mellon’s largest institutional investors and asked them specifically about how
they're using hedge funds in their portfolio today and what they see over the next five years, and
what we have seen is a real increase in the use of hedge funds, almost all investors have hedge
funds in some portion of their portfolio, but what the trend is, is now moving from the single
digit allocation into the double-digit allocation or more. Actually if you look at the statistics over
the next five years, it is expected that most of our clients will start to have that north of 10, 15
even 20% allocation to hedge funds.
The challenge has been that if you look in the marketplace, we’re seeing an increase in
correlations across both asset classes and even globally, where the idea of diversification
through spreading out your investments into other markets has actually become harder. As a
result, it has put a lot of attention on those strategies that can deliver consistent returns, lower
volatility and especially lower correlation.
As investors are increasing their allocation to hedge funds, they're confronting a number of
issues. In a typical hedge fund investment, you're actually allocating to a manager who now
takes control over your assets, has total control over the governance of that fund, and that
really creates many issues for investors, it means that there is poor governance, it means that
there is poor control over the assets, your assets are commingled with other investors’ and so
you have some issues associated with, again, their actions can impact you in a negative manner.
For many investors, they are trying to say, hey, I want the hedge fund strategies, but really
concerned with the nature of investing in a manager vehicle.
At BNY Mellon, we now have an offering to really address these issues; it is what we call
Dedicated Managed Accounts. In a dedicated managed account structure, what we’d do is we
now, as an investor, you hire the Hedge Fund Manager specifically just to trade the portfolio and
all of the non-investment functions are handled by BNY Mellon.

The dedicated managed account offering actually provides a number of advantages to the
investor, and it starts with the segregation of the assets. Now, total control over the cash and
securities is actually removed from the Hedge Fund Manager, greatly mitigating or even
eliminating any fraud risk. The next piece is, by having control of the assets, it goes to the
governance in terms of the investor really having oversight and control over the investments; get
to see what is actually happening on a day to day basis. One of the key aspects with that is what
we would call, Transparency, and it goes to actually being able to see the actual securities and
be able to report on those. One of the key pieces as well becomes the ability to now aggregate
your hedge fund exposures with your more traditional long-only exposures, and have a real view
on what we would call that Total Plan Profile.
As we look forward, we really see this trend of using dedicated managed accounts as really
accelerating. We recently sat down with many of our clients and asked them how they saw
investing in hedge funds and more and more we really see that trend into dedicated managed
accounts. Close to half of our clients said that as they look forward over the next five years, they
really see investing through these dedicated managed account vehicles. BNY Mellon is wellpositioned to help clients with these implementations. We have gathered the appropriate staff,
we have the expertise and we have the technology really to help on that implementation. In
particular, as a customized tailored solution, we look forward to sitting down with each of our
clients, understanding their needs and really tailoring something that works best for them.
BNY Mellon April 2014 Client Advisory Board Survey.
References in this presentation are made to BNY Mellon’s April 2014 survey of institutional investors on the BNY
Mellon Corporate, Government & Non-Profit Client Advisory Board, who were asked to complete a series of
questions regarding hedge fund investing. The results of the survey do not reflect the opinion of HedgeMark or
BNY Mellon, but rather the opinions of a select and limited number of institutional investors given at an event held
by BNY Mellon for certain clients. In addition, the results of this survey are not scientific. The results cannot be
assumed to represent the opinions of institutional investors generally. The full results of that survey are available
upon request be contacting Terri Labrecque, Marketing Director, at terri.labrecque@bnymellon.com.
Hedge Fund Strategies involve a high degree of risk.
An investment in hedge fund strategies is speculative, should be made with discretionary capital set aside for
speculative purposes, involves a high degree of risk and is not suitable for all investors. Investors could lose all or
a substantial portion of their investment and must have the financial ability, sophistication, experience and
willingness to bear the risks of an investment long term. Hedge fund strategies may be significantly leveraged and
performance may be volatile. Accounts pursuing hedge fund strategies commonly enter into swaps, futures,
forwards, options and other derivative transactions for various hedging and/or speculative purposes that can result
in volatile fund performance.
Dedicated Managed Accounts may not negate risks.
A dedicated managed account is a vehicle managed independently from a hedge fund manager’s commingled fund
and customized to the specific needs of the investor. No representation is made that any Dedicated Managed
Account’s investment process, objectives, goals or risk management techniques will or are likely to be achieved or
be successful. The risks of investing in hedge fund strategies will not be negated or even mitigated by
HedgeMark’s platform, analytic tools, compliance policies or monitoring and no assurance is given that any
Dedicated Managed Account will not be exposed to risks of significant trading losses. A Dedicated Managed
Account may involve a complex tax structure, which should be reviewed carefully. Fees and expenses may be
substantial regardless of any positive return, and may offset the account's trading profits.

HedgeMark does not provide legal, tax or financial advice and does not perform due diligence or act in a portfolio
management role on behalf of any client. Each client (either alone or with its professional advisors) is solely
responsible for its own due diligence, risk assessment and tolerance, investment objectives, any decision to invest
in a Dedicated Managed Account, and monitoring of its investment for purposes of determining whether it wishes
to remain invested in such product and whether such product continues to be appropriate for its circumstances
and requirements.
BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic
term to reference The Bank of new York Mellon as a whole or its various subsidiaries generally. HedgeMark
Advisors, LLC is an SEC-registered investment adviser. HedgeMark Advisors, LLC transacts business in the United
States and other jurisdictions where it is properly registered, or excluded or exempted from registration
requirements.
The material contained in this presentation, which may be considered advertising, is for general information and
reference purposes only and is not intended to provide legal, tax, accounting, investment, financial or other
professional advice on any matter, and is not to be used as such. This presentation, and the statements contained
herein, are not an offer or solicitation to buy or sell any products (including financial products) or services or to
participate in any particular strategy mentioned and should not be construed as such.
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