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We would like to welcome you to Morgan Creek's Across The Hedge weekend brlef. It is comprised of research from
Morgan Creek’s Opportunistic Equity Team together with curated articles of interest. In addition to topical industry
insights, we aim to provide timely in-depth perspectives on investments across Morgan Creek’s Opportunistic Equity
Platform. Our research leverages insights from the team, together with Morgan Creek’s decades-long experience in
covering and investing across asset classes, sectors and regions. To learn more about the team and our various
investment offerings, please email HedgeD@morgancreekcap.com or visit us on the web at www.morgancreekcap.com/

PLATFORM OVERVIEW

With the backing of Tiger Management, Morgan Creek launched its flagship opportunistic equity strategy in 2005.
While Morgan Creek’s Opportunistic Equity Platform began as a traditional manager-of-managers model, it gradually
transitioned to a more direct investment strategy with the implementation of the Hybrid Model in 2013'. We seek to
partner with a select group of what we deem to be best-in-class managers around the world and actively co-invest in
their highest conviction ideas including public equities and select later-stage private co-investments.

INDUSTRY PERFORMANCE UPDATES?

Hedge funds have thus far largely performed in-line with their net exposure profiles in August, as Global equities
have continued to rally through mid-month. With that said the broader hedge fund complex only captured a
fraction of last week’s market rally, as short positioning continued to be a drag on performance. According to data
collected by Morgan Stanley, the average Global hedge fund posted gains of 0.4% (through 8/11), which compared
to the MSCI AC World Index ending 1.8% higher (~22% upside capture). North American based Long/Short
equity funds fared slightly better, with the cohort posting gains of 0.5%, which represented only a third of what the
S&P 500 Index was up (current next exposure levels would typically imply up capture closer to ~50%). In other
regions, European based hedge funds lagged their global counterparts as they posted gains of 0.3% vs. the Euro
STOXX 600 Index up 1.1%, while Asia based hedge funds were able to post the strongest relative returns as they
were up 0.6% on average (vs. MSCI Asia Pacific up 1.0%). On a YTD basis, Morgan Stanley is now tracking the
average Global hedge fund down just 2.4% vs. the MSCI AC World Index down 12.5% (through 8/11). North
American based Long/Short equity funds were down 7.5% on average, which compared to the S&P 500 Index being
down nearly 11%. It is worth noting that short alpha has been materially negative in the region in recent months, as
crowded hedge fund short holdings have rallied nearly 28% since the start of July (through 8/11).

As it relates to gross market flows, the most notable trend thus far in August has been hedge funds continuing to
cover shorts (long exposures have also been trimmed on the margin). Starting with North America, hedge funds
were incremental net buyers of equities as a result of short covering and muted long activity. Most sectors were net
bought with the exception of Cyclical-related sectors, given hedge funds sold long positions in both Industrials and
Materials. As for short covering, it was largest in nominal terms within Health Care and Technology, both of which
ended among the most net bought sectors last week — at the industry level, the covering was led by Biotech, HC
Providers & Services, Software and IT Services. In addition to Healthcare and Technology, hedge funds also tilted
towards buying Communication Services (long additions in large-cap names) and Financials (long additions in
Consumer Finance + short covers in Banks). North American Long/Short gross and net exposure levels have been
impacted by mark-to-market moves, as gross exposures increased to 188% (1% off levels at the start of the year)
with net exposures relatively unchanged at 45%. In both Europe and Asia ex-Japan, de-grossing was seen in similar
amounts on the long and short side, resulting in muted net activity. Along the same lines, flows were also muted
across most sectors in both regions. With that said, there was relatively large amounts of buying of Asia ex-Japan
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