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Global capital markets remained volatile during fourth quarter 2021 but ended in 
strong positive territory for the quarter and year. Positive equity markets index perfor-
mance during the fourth quarter masked the underlying carnage that occurred in 
high-growth sub-sectors. These sectors continue to respond negatively to anticipated 
central bank tightening. Core hedge fund strategies were mostly positive during the 
quarter; however, hedge fund alpha generation was poor. HFRI Equity Hedge (Total) 
produced 0.8%, HFRI Event Driven (Total) increased 1.5%, HFRI Macro returned 
-0.5%, and HFRI Relative Value gained 0.1%.

While hedge funds generally produced positive absolute performance, many 
growth-oriented long/short equity managers experienced significant drawdowns during 
the quarter. High-growth, cash flow–negative companies in software and internet 
suffered a significant correction during the quarter. Widely held hedge fund names, 
such as Coupa Software, Twilio, Snowflake, Unity Software, and Roblox, corrected 
15%–60% from the highs set earlier in the year. Broken growth stories like Peloton 
and Zillow are down 70% to 80% from their peak. The disparity of results between 
these equities and mega-cap technology companies, such as Microsoft and Apple, is 
stark. The fourth quarter and year-to-date returns of the major indexes were once again 
driven by a small number of large technology names (Figure 2).

FIGURE 1   INDEX PERFORMANCE
As of December 31, 2021 • US Dollar

Index QTD 1 Yr 3 Yr
S&P 500 11.0 28.7 26.1
Euro Stoxx 3.8 14.0 15.6
MSCI EM -1.3 -2.5 10.9
JPM Global HY 0.3 4.9 8.2
HFR Equity Hedge 0.8 11.8 14.4
HFR Event Driven 1.5 12.9 9.9
HFR Macro -0.5 7.6 6.5
HFR Relative Val 0.1 7.5 6.1
HFR Credit 0.0 8.0 6.9

Notes: Hedge Fund Research index data are preliminary for the proceeding five months. Returns are represented by total returns, except 
for three-year, which is represented by average annual compound returns. MSCI indexes return data are net of dividend taxes. 

Sources: Hedge Fund Research, Inc. J.P. Morgan Securities, Inc., MSCI Inc., Standard & Poor's, Stoxx®, and Thomson Reuters Datastream. 
MSCI data provided "as is" without any express or implied warranties. 



The selling of growth company equities appears to be driven by hedge funds and 
innovation-focused, long-only investors like Cathie Wood’s ARK Funds (Figure 3). In 
December, Goldman Sachs reported net hedge fund buying in “TMT,” but this was 
the first reported monthly inflow over the last eight months. As a result of the large 
sell-off, many technology-focused long/short managers experienced significant draw-
downs during the quarter. We observed a wide range of outcomes for these managers 
ranging from -20% to 5%.

FIGURE 2   FAAMG AND S&P 500 YTD PERFORMANCE
December 31, 2020 – December 31, 2021 • December 31, 2020 = 100 • US Dollar 

Sources: FactSet Research Systems, Standard & Poor's, and Thomson Reuters Datastream.
Notes: FAAMG represents Meta Platforms (formerly known as Facebook), Amazon, Apple, Microsoft, and Alphabet (formerly 
known as Google). Total returns data are daily and gross of dividend taxes.
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FIGURE 3   ARK INNOVATION AND INVESCO QQQ YTD PERFORMANCE
December 31, 2020 – December 31, 2021 • December 31, 2020 = 100 • US Dollar 

Source: Thomson Reuters Datastream.
Note: Total returns data are daily and gross of dividend taxes.

70

80

90

100

110

120

130

Dec-20 Mar-21 Jun-21 Sep-21 Dec-21

QQQ
+27.4%

ARKK
-23.4%

2



Copyright © 2022 by Cambridge Associates LLC. All rights reserved.

This report may not be displayed, reproduced, distributed, transmitted, or used to create derivative works in any form, in whole or in portion, 
by any means, without written permission from Cambridge Associates LLC (“CA”). Copying of this publication is a violation of US and global 
copyright laws (e.g., 17 U.S.C. 101 et seq.). Violators of this copyright may be subject to liability for substantial monetary damages. 

This report is provided for informational purposes only. The information does not represent investment advice or recommendations, nor 
does it constitute an offer to sell or a solicitation of an offer to buy any securities. Any references to specific investments are for illustra-
tive purposes only. The information herein does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. Information in this report or on which the information is based may be based 
on publicly available data. CA considers such data reliable but does not represent it as accurate, complete, or independently verified, and 
it should not be relied on as such. Nothing contained in this report should be construed as the provision of tax, accounting, or legal advice. 
Past performance is not indicative of future performance. Broad-based securities indexes are unmanaged and are not subject to fees and 
expenses typically associated with managed accounts or investment funds. Investments cannot be made directly in an index. Any information 
or opinions provided in this report are as of the date of the report, and CA is under no obligation to update the information or communicate 
that any updates have been made. Information contained herein may have been provided by third parties, including investment firms providing 
information on returns and assets under management, and may not have been independently verified. 

The terms "CA" or "Cambridge Associates" may refer to any one or more CA entity including: Cambridge Associates, LLC (a registered invest-
ment adviser with the US Securities and Exchange Commission, a Commodity Trading Adviser registered with the US Commodity Futures 
Trading Commission and National Futures Association, and a Massachusetts limited liability company with offices in Arlington, VA; Boston, MA; 
Dallas, TX; Menlo Park, CA, New York, NY; and San Francisco, CA), Cambridge Associates Limited (a registered limited company in England 
and Wales, No. 06135829, that is authorized and regulated by the UK Financial Conduct Authority in the conduct of Investment Business, 
reference number: 474331); Cambridge Associates GmbH (authorized and regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht 
(‘BaFin’), Identification Number: 155510), Cambridge Associates Limited, LLC (a registered investment adviser with the US Securities and 
Exchange Commission, an Exempt Market Dealer and Portfolio Manager in the Canadian provinces of Alberta, British Columbia, Manitoba, 
Newfoundland and Labrador, Nova Scotia, Ontario, Québec, and Saskatchewan, and a Massachusetts limited liability company with a 
branch office in Sydney, Australia, ARBN 109 366 654), Cambridge Associates Investment Consultancy (Beijing) Ltd (a wholly owned 
subsidiary of Cambridge Associates, LLC which is registered with the Beijing Administration for Industry and Commerce, registration No. 
110000450174972), and Cambridge Associates Asia Pte Ltd (a Singapore corporation, registration No. 200101063G, which holds a Capital 
Market Services License to conduct Fund Management for Accredited and/or Institutional Investors only by the Monetary Authority of 
Singapore).

The current environment provides technology-focused long/short equity managers 
with an incredible opportunity to purchase compelling growth companies at a large 
discount to recent valuation multiples. The sector has been ripe for alpha generation 
for many years and should continue to because of the continued disruption created 
by innovation. This market appears to be giving investors an attractive entry point for 
those able to accept the associated volatility. ■

Kristin Roesch also contributed to this publication.
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