Department of
Economics and Finance

Working Paper No. 14-08




Persistent doubt: An examination of the performance
of hedge funds

warq \! : i‘on.e\.gl O e A_- 41@,:4 \&,o an Frang $ ){,.nn\:’*

a Profesor Contratado Doctor Departa gzgnto de Ai 4§ s Econoggcoy by nanzas.
1 very dad de Casj..a La Mancha faﬁu, tad de CC Econopggcas 'y E g presajj a es de
bacete P.aza de. a vq verg dad A bacetel 3pg 0

b Assog ate Professor of Iy nance HEC Montreaq, - J‘b d chegn de .a G te g nte
Cathey ne Monte a.- H.Z,/ ?A . Canada

" Professor of F nance Depart zgnt of Econo gcs and I nance Brune, Vr; verg ty.

beli dge London VB ', JPH v}; ted Ky ngdo 4

v .s,\tLon ApNE D,

Corr\i)on A P WOH IH 7'}' #),,‘l i
th addresseg®’ 41;4 _&on p“ i Y > ar a \! §on g\,zv\
,Ao &y Dajpa ,p S W O e ape ,}J) 4n Fran) s)_nn.

Fra ¢ )\(,‘nn\n! Acknowled&m?ﬂts T o or;{“& 3 PROTY,
.L

C.g $4 Jnno 4% : Ten¢n EC) 2 &0
ﬁg' Da . A s.d9 aca . rarVang rq{ N
1y m,d,M>0|1 1‘: OI,',

A (Y xaD @ Ta a.a JAnTdo 4?




13

Persistent doubt: An examination of the performance






2

.
N A VN VN Y SR RS TR A
cxoppdora o Fne o b pdor o on reod U nogap
Y% ST on % \J < al & .;\! \,!;* \.—Lg, J\!Ufns oﬁf\;’ n“!rm
«)ngg r'q.;\‘l & Ly ond\! J \EE n "!‘4@; \r’ o"‘fo\anwn maid n~;\! for.



i

anog Ao or I Frn Bl Ly %MJLJ,\!O.

kel
© '(‘)np\Jtor 4n1\.r ﬁ I\ 9{@ N\ 4rp\!4,4)l 4p aan ,.nfor 4,4)nr4,4),

o \Lp\i, canna wr b odong Yo bee JLE cdai S
N U A R I U S
¥V _swqan oﬁ\g(b ,,mp,,n!propmas for ¥ ., \!mlyom.;\gﬁw \!‘:.ﬁ reol
pdor ine B mporn o rd I8 Jor TEa pdor mneln Juebr
nonnor 3 1y & JdEg an e oxhp,;k” CEn g oags \Ln@n of
\J\ans ‘~:\“ drp\!ram s Ha s.mr’ {0 ! ! *\J:L.* \!
r m«r ng I\leO\Jf 41111&\?!44?”' ,PONL O g% 4 fo"“;‘?mp\ r"‘:ndx!
Pfag rlb ¢ mod aprao apaan ator wonrao an b 2o
“nd ot Lo for oo A Sy SIS v T bor o
pdor e [78 rdano wn o dan on mom.

A )p!'.‘nno 40N N JP4P\I!.& n XL .-n\! -ln 1)- P Ormanm’
pdacdedsn  LTiB won proor pdor meTE R LI ] 5
Y A 1 S NN T
e conpro o d T Fnwan rodbanco b eons el TN
sanke Ln}or PN A N O T Pﬂ‘ﬁ: s b L Jorrdon

B VU T A A AN ¥ A
@n . 4~;\! J\an sﬁ;ra,;\!’!‘é -;p\:’for:; a pm,*\h Fan o s»rd@!l
’ p\Lg}m iy J ~;r'44’;-;\!()rr\4)ongl ‘,‘:m% a.on proof pgor’ 4n1\.r ﬂ !
AR T ST PP PR A S W S AN N |
0 ¥ Pl ool onem et dross dua Has
pl\h Sixs' Tam o . \iﬂr PRI A { .!por~:f0.mso% r o fed
b won proof pdor e LB RN bt h T4



~d

;fm;of“-. ln\!,qAA;pnT’ 9‘?0 “a 0|"~;\!\J\Lor~;l"o,p&
swae L

D Lo ol L LL rord v on% mons sl por sned
o o b dndebe d Fanid Vo brmdne Jugn
b oY oW pdor e T .ﬂn!, 1 Lio™ PN and
voJd S s b0 Fns o $apsh o) Lsdt o [ I8

r'a.0 <0 s\\"(ﬁppl(i,np\!f ns qrm{{\! ¥R \!\!,4 Y TN 7.‘ arp ra-;p,l ap a
™

, o , , :‘ u u
an _Nnior 0N re.08 4\ $ $P.¢0 ¥ g my_As



)
s p\Lf“i SN \£r| < ey \Eﬂt‘:”,sﬁq ‘ﬁ‘n‘ T ‘/‘(‘)I\Iddfdl P or!":n ﬁr:g I‘\!
™

< en g \r(‘)r\ ra L 0na$ arp r4~;4)l 4p a4 an _nior ‘dppn re0 aN 5 % 490 \.‘



7%

» Lon N ¥ Ap S !p\n‘m:\r’ Do <0p 'd.‘nw!p\:’torpin dr ~:\4en {0 .}
W \J\J.; \!.;ﬁ; 2. \4' ‘d,,n.g\ffn y a \!4 S T L g § p\Jor
pdor anedo d Tloekis Yo Fras v Ly Tones acd ]
oot A0 oo e Lo dE5 L LI Bo o de Lo f
sxl ¥ S o ol s s Porio o for on acdne Lon, ]
S AR & P A q.an,n! 4 q.anﬁ\,.’m p\;‘,&\;’ Ldd

6 ¢ for J Lor |o,m|or Jony \!’ 4rp\!4,4)l4p d_n for 4,4)nr4,4) an \!

n /‘/‘ 1 _‘pnd, ’,‘3»‘4&\4 an on% \»i

1. Data and performance measures



2

~rar 7Y p\Ll‘;lm ¥ \-L\-ﬂ\‘.@n ! \U!S\.[ﬂ \,L"‘l;\.Lp o J\!

u , ™ ,
fn . “an  \Jnior ag.onre,0. s

- # s W& # - (& ) ERL

N 77 T . P L Sy A S
fakor|9 2.y \i‘ w\L | { {0¢4 I\Jrn \J < \J {an ar an :)‘c')rlf

2 Aoa tYme_ s acorN Y # s oo vea Joo Jonmang % r.»;f* ,
Rl I\g 7 L\! >on  faor,) CI\J pr.s < \PBIP: Tean \111 N \er\:lld
‘1 ﬂ 00 ¥ Baa h\! ‘ S \Lonwan "‘1‘1 g -Yﬂ\g v L\!f>ﬁ\1¢w¢

| E o a1 % ndaam o
fagor! an pd FX psan Co  pg an on! ¥*rmg+eFan © 0 47T
! Lo tendam o™ croor snme dan ad
g fagory . a0 d T oon !l Hmgean © 0 47 00 494 gan an
arA Y b Lo T
aa.a " Jio e dy aa LrartV Jina fa 4";01l E’ \a® { \§Oga  Oong

I\UJ n on \!"{ C.n \XI,E' ;g:’en ’war)\(\JFa ﬁor,\) \1 n approx,jnl;\ !P“‘/'lf .






“

h 3
N aF pove. \.‘ - \L"i’ «e::\! aaon ¥V 5 55 op.eds an :13 g \1!
o won.

u U , , »
¥ \!\J SO0 T &4 © \Lpnqr\!\p’()r~;\!,,n74 YA s |"M:,3~;\!
© N\ Pl Oon rep Pi g\ n ¢ W dNONNgaiOl e Ol N 2 \ ngeg SN
™ ™

PIPSLY MUY 1 PO S A SN N

ANOT 4a% I o NgNga § N 0i0 rya p g N nyaea LA LI
™
daorsan o Jddodor el Lonsy Ldof

sy orod sorvan o " J ddpdor aned an neY ‘b @ In

Fimo® v wetrd i dol e e anc J
ndany nor aaiord Ry on gs any



vmaon asn L S Fn v Ld ooy v ¢ Tt
$ sp.son_Asol s 2 ¥ N e dad 00K S IP.¢O0 $an N J O I.£O0 ¥
SRV Y O A Y
OFfea s \dX Jdno© “Jr o Frepdi
YVa \‘Jdl(l) < \1!
Wi s Jomco ond «opl L l..]
LTl $Tap T80 ONKE 0P ¢ Ny OIS0 09 iOr N on g\
™, ™,
M\.rgr\ oi'prdor 4n1x.£n i)'f)ar\I\L\:’tor':ni\Lﬁ; \iqu@L\J < !

P r"‘:nq’\!m 9,::4; for’ \! Lorx! Py q,n,*\!por-foam !9\!






A\

?

mora wpan J5v Bl Jecone pdo™in e [0 o d e ]
:Ln < \ron.lo ¥\ .l)no F ON _LONY { & pr\!%\.’l P {0 D\IT fol
s Jeado e L b B o s onged
.;\!5"'/5"',,& s .ron!“ g!,én wbn arore a3 bdo D
{ \!\x’ﬂ!;aon of fb!«n«) \dar _gge \! Lm*\!s ory wa@Ls’ $ \!
T4 40na p\Jtor!":n «f ‘.ﬁ rgy ¥ ~: 4*.111.4.4“" 4 J \%n m:rdes\L\Jp\ or
\sl\r’.-n Lm a ¥ n(L o "N on, ;\EL Ty ¥ can.la J\!
Y ,;r.@L\Jp\Jcorf‘\il\in.;\!\Ln arorg a3 B
J A\fd i!’ ¥ \r?m;opg:}a;m‘nn’ B\LJcor' :na’\lij \!
e s e Tor Ldae corsa b Ll or o Fn pdor e DS
™

.

My ™ , ! ‘g ™ :’t v ,
for porgio_ o 941 _nior econ e Jon¢ \pror ong spgor en¢ Fo 4
m‘ m‘,
por{io 0w 4r\£or' \!x % On 5.Nnior &,.0onae 4.4 \,L),,n \4015 a5 \!4«;\!\!
™ ™ ™
por 0 _ow Arxfor/ :!! P\Lfna o _ah 4r5'3‘\t 7';\ \' \.For' ‘p0r~;f0,m Y
B T N S R
vrep JTacor g 05 " Jopq ne.d Tand . g & ndipdor anc Jio
pwr ’ onL .gor 10,4)&41\!]44 [\ ,5! ~\!4n 4r\! !|0rW r’yl‘% r onL
n,hqunswq‘* I!L .Ln;\}or #.0



»

b Lone Jor o™l corma™ Lot cm o Jon an wne. et
g £ #ira €. JFora pNo (oifsa pPorgio 0w for ~Jonap as,. nygri,
™

™
.5 POy p\:” Bn-; on ¢ \J \‘{ af ,.ur\y‘arp Ve, ‘Ar 0% df .5 POy



“d

3. Performance persistence
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