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The Offshore vs. UciTs risk/reward is overall balanced, but changing over time. We seek to understand what drives
relative returns between offshore and liquid hedge funds (“‘uciTs”). We find that uciTs tend to outperform during weak
macro phases while offshore funds tend to take the lead otherwise. In particular, uciTs outperformed during the financial
and euro crisis, the 2015 downturn, the trade-war and Brexit shocks, and to some extent in 2022. Likewise, while their
relative volatility and risk/reward are overall comparable, they show large shifts down the road. UciTs display a higher
Sharpe ratio during adverse episodes. In more constructive backdrops, the profile of offshore funds looks more attractive.

We use the HFRI FoHF index to track offshore fund returns and a combination of HFR and Eurekahedge indices for ucCITs.

What is driving the performance gap? To understand the relative return drivers, we break down both vehicles’
performance, distinguishing structural from tactical market exposures, as well as their alpha from securities selection. The
relative contribution from structural market exposures would typically capture offshore and UCITS uneven regulatory
constraints. In particular, uCITS have tighter liquidity requirements due to their higher redemption frequency and lower
allocation to illiquid assets. UCITS also have reduced access to some asset classes (such as commodities or exotic credit),
or to some instruments and counterparties (higher cost of shorts). Risk management rules are also heavier for UCITS,
regarding leverage, diversification, and daily VAR monitoring. Additionally, the contribution from structural exposures reflects
an uneven spectrum of sub-strategies. Offshore funds encompass broader sets of arbitrage that cannot be easily replicated
in ucITs. We note that uciTs are increasingly replicating strategies of larger managers who can afford the extra costs.

Other contributions come from alpha, both from their market timing and pure securities selection, as well as from other
factors (such as their uneven fee structure: uciTs usually apply lower management fees).

Tighter uciTS’ risk management largely explains relative returns, but alpha matters too. Aggregate indices are too
broad to reliably spot out key return contributions, requiring more granularity. Focusing on the four main underlying
strategies, we find that the bulk of L/S Equity and Event Driven relative returns is explained by their uneven structural
exposures. However, variations in alpha matter, emphasizing the importance of fund selection. In 2022, L/S Equity UCITS
appear to have had milder value and growth factor biases, but more quality. Event Driven ucITs continued to display higher
exposure to merger arbitrage than to other special situations or distressed strategies. Fixed Income Arbitrage relative
returns can be explained both by structural and tactical positioning. UCITS are structurally more exposed to IG  [continued p2]
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Positioning: Uneven L/S Equity managers’ enthusiasm beginning of 2023
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As we start 2023, we assess how L/S Equity hedge funds
are positioning. While US and Global L/S Equity managers
are marginally boosting their overall net exposures, they
are adding more risk through factor and sector allocations
(they reweighted value and cyclical stocks, including
financials, in sympathy with a steepening yield curve).

Positioning in EU seems more cautious after the strong
rally. Managers modestly added value stocks but sold
cyclical stocks. UK managers remain substantially
exposed but increased defensive and quality stocks, while
selling momentum. Managers in Japan brought down their
overall exposures to neutral, following the BoJ’s tweaks.

Chinese L/S managers have fully rebuilt their exposures
over the last couple of months, focusing on industrial, real
estate, and domestic shares. The ongoing economic
reopening and stimulus were the obvious catalysts.

The Complementary Benefits of Offshore & UciTs Hedge Funds [continued from p1]
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Event Driven offshore/uciTs relative return contributions
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and EM, while offshore funds allocate more to HY and
structured credit. In 2022, uciTs kept on underperforming due
to their low leveraged bond shorts. The greater number of
uciTs focusing on EM bonds also detracted. The reliability of
Global Macro offshore/uciTs relative returns analysis looks
poor. The limited representativeness of global macro offshore/
uciTs indices and the heterogeneous available styles puts the
emphasis on fund selection. Yet, ucCITS’ outperformance during
adverse backdrop and vice versa, remains a common pattern.
In summary, the analysis confirms that uUCITS’ constraints
explain a large part of the gap with offshore funds, especially
for L/S Equity, Event Driven, to some extent FI Arbitrage. Tight
ucITS’ risk management plays favorably during adverse macro
episodes and vice versa. The cost of such protection
approximates 1% per year. Yet, alpha also matters greatly,
stressing the importance of fund selection. Combining offshore
funds (to gain exposure to sophisticated arbitrage) with
defensive/liquid uciTs makes sense. The shorter the investment
horizon, the more uciTs would seem appropriate and vice versa.

FI Arbitrage offshore/uciTs relative return contributions
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METHODOLOGICAL APPENDIX

The information contained in this report on the performance of hedge funds is based on publicly available information. The
universe of underlying funds is relatively stable but varies depending on the criteria of inclusion presented below. It is
based on an unbiased selection from our hedge fund analyst team.

Performance is calculated on a weekly basis, as of end-of-week, using an arithmetic average (equally weighted average).

Regarding share classes used in these peer groups, we selected the primary share class as referenced in Bloomberg.
Non-USD share classes are hedged in USD based on hedging costs available on Bloomberg.

Amundi Hedge Fund Peer Groups: number of funds by strategy

m 234 strategies across the main categories in
the industry

Number of funds by strategy

O

m  USD 154 billion of assets under management

m As of January 2022

= Amundi L/S Equity = Amundi Event Driven = Amundi L/S Credit
= Amundi Global Macro = Amundi CTA = Amundi Risk Premia

Criteria of inclusion
The criteria of inclusion are fourfold:

m  Only UCITS strategies are included
m  Assessment by Amundi’'s Hedge Fund selection team based on funds’ materials or manager interaction

m Strategies included must have assets under management of at least USD 50 million
m Strategies included must display at least a one-year track record

PUBLICATION FREQUENCY
This report will be published every two weeks.
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IMPORTANT INFORMATION

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be
used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be
relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis,
forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of
any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or
creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any
warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose)
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct,
indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.
(www.mscibarra.com).

In the European Union, this document is only for the attention of “Professional” investors as defined in Directive 2014/65/EU dated 15
May 2014 on markets in financial instruments (“MIFID”), to investment services providers and any other professional of the financial
industry, and as the case may be in each local regulations and, as far as the offering in Switzerland is concerned, a “Qualified Investor”
within the meaning of the provisions of the Swiss Collective Investment Schemes Act of 23 June 2006 (CISA), the Swiss Collective
Investment Schemes Ordinance of 22 November 2006 (CISO) and the FINMA'’s Circular 08/8 on Public Advertising under the Collective
Investment Schemes legislation of 20 November 2008. In no event may this material be distributed in the European Union to non
“Professional” investors as defined in the MIFID or in each local regulation, or in Switzerland to investors who do not comply with the
definition of “qualified investors” as defined in the applicable legislation and regulation.

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy,
or a recommendation of any security or any other product or service. Any securities, products, or services referenced may not be
registered for sale with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar
authority in your jurisdiction. Any information contained in this document may only be used for your internal use, may not be reproduced
or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or products or indices.
Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise stated, all information
contained in this document is from Amundi Asset Management S.A.S. and is as of 27 May 2022. Diversification does not guarantee a
profit or protect against a loss. This document is provided on an “as is” basis and the user of this information assumes the entire risk
of any use made of this information. Historical data and analysis should not be taken as an indication or guarantee of any future
performance analysis, forecast or prediction. The views expressed regarding market and economic trends are those of the author and
not necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and other conditions, and
there can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as
investment advice, a security recommendation, or as an indication of trading for any Amundi product. Investment involves risks,
including market, political, liquidity and currency risks. Furthermore, in no event shall Amundi have any liability for any direct, indirect,
special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages due to its use.

Date of first use: 3 June 2022.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio
manager regulated by the AMF under number GP04000036 — Head office: 91-93 boulevard Pasteur — 75015 Paris — France — 437 574
452 RCS Paris — www.amundi.com.
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