2012 Hedge Fund
Compensation Report

~ SAMPLE REPORT

HedgeFundCompensationReport.com



Hedge Fund Compensation Report ¢ SAMPLE COPY

CONTENTS
TERMS OF USE ..o eercerreeesreressees e ssessssssesssseesssssesssss s sses s ssse s s s ssssssessss s ssesssssessssseeasessesanees 3
INTRODUCTTION e cereerreeesrerees s seessessesssessssseessessessssssessesseessessssssessss sessssssessssssessesseessesssssessesseeasessesasees 4
LIST OF FIGUERES....c e eerereeseesseesses e seesessesssss s sses e e ssssssessss s s sssessssseeasessesanees 5
EXECUTIVE SUMMARY ...t rerser e ssesessesesssesssssesssessssssesssssessssssessssssessessssssessssssessesseeasessesasees 7
METHODOLOGY o eeerreeesreres s eessessesssessssseesssssesssss s s sses s sssessss s sssssessssssessssssessesssssessessneasessesanees 8
G ) PO 9
DIFFERENCES BETWEEN FIRM TYPES AND FUND SIZE ... seeneens 18
HOURS WORKED AND COMPENSATION....cvirrrerresessersessessesessesssssesssssessessesssessssssesssseessesss 29
JOB SECURITY AND BALANCE ..o enr e serses e sesssss s sesssssesssesss e seeasesas 35
UPSIDE SHARING ..ot rieresrersessesseeessseesssssessesssessessssssessssssessesseesses sesssessessessssssesassssessessesssessssmsesssssneasesas 39
EDUCATION AND EXPERIENCE ... rserses e seeses s sessssssessssssesssssssssesssmsessssseeasesas 42
PAY SATISFACTION ..o seeeesseesessse e ssessesssssses s s s sses s ssse s sessssssesassssessesssessessssmsessssseeasesas 44

© 2012 HedgeFundCompensationReport.can
You may not copy, forward or reproduce this content in any format.



Hedge Fund Compensation Report ¢ SAMPLE COPY

~

YT 00T AGAQET 1

It is our pleasure to share with you, for the fifth time, our annual Hedge Fund
Compensation Report.

We feel a responsibility to present a compensation bendimark resource that is
comprehensive, reliable and affordable. We know that we met that goal again this year
and we hope, after reading the Report, that you feel we exceeded it as well.

This year's report includes actual data from 2010 and projected compensation numbers
for 2011. As we collected the data in October and November of 2011 and did not see
significant market events since that time, we feel comfortable presenting the 2011
numbers as final.

This report analyzes data related tocashcompensation earned, levels of equity sharing,
work satisfaction and much more. It also seeks to clarify fund performance and how that
relates to pay expectations This report is unique in that figures are basedsolely on data
collected directly from hundreds of hedge fund professionals.

Some of the questions answered in this report include:
Compensation average and ranges?

Base vs. bonus payouts?

Which titles earn the most?

Who shares in the upside?

How does fund size affect pay?

Impact of hours worked on compens ation?

= =4 =4 4 -

We hope you will find t his report helpful as you negotiate your compensation package,
establish benchmarks for your firm's compensation policies , or set goals for your own
professional development.

Sincerely,

ot

David Ko chanek, Publisher
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The sense pervading the broader financial sector that 2011 vould be a difficult
year for compensation appears to have spared the hedge fund industry. Half of
t his year sbhelieve that ther dasinconspensaton would either stay
the same or go upbetween 1 and 15 percent; only one in five believe it will
actually decrease—which is about the same as what we reported last year.

Traders and senior associatessaw the most substantial gains in 2011,while
C O O’ partners, principals saw no gain or a decrease intotal pay. Those
differences are mostly from bonuses and are supported by fund performance.

Some of the highlights from this year's report include:

1 The annual averagecashcompensation for hedge fund prof essionalsis
$ USD.

1 The average hedge fund employee reported their base pay wentup by
percent, and expected that their bonusesto drop by __ percent.

1 The median legal/compliance officer, making $ , was better paid
than the median portfolio manager or partner/principal .

T The medi an tr ader ' s petcentoa the sfremgth ohwee n t
percent increase in bonus.

1 The story of 2011 hedge fund pay appears to be one of growing parity.
Those at the bottom of the pay scale—the senior assocates—saw a___
percent increase in total pay while at the top in 2010, the COO,
experienced a steep drop in 2011

1 On average, funds that focused onthe strategy had the best
paid employees.

1 MBAs surveyed expecting on average __percent more than non-MBAs
and most of that difference came in

1 In general, the hedge fund job market remains tough but there are pockets
of opportunity . One in four of those surveyed say that their funds are
hiring for positions.

1 Most hedge fund employees are concerned about job security. Their
concerns are mainly related to firm structure and market conditions.

1 Forty-four percent of hedge fund employees are happy with their
compensation, up from 40 percent in 2010.
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JobSearch Digest surveyed hundreds of partners, principals and employees

during Oc tober and November 2011to benchmark compensation practices. No

one firm had more than three participants 1in
bias is not a concern in this analysis. Respondents represented firms from around

the globe, with a strong concentration in North America. Included are some of

the largest and most recognized hedge fund firms as well as the small firms,

which make up the majority of this industry .

The hedge fund industry is notoriously secretive and it shows in that most
participants requested their firm not be identified in the participating firms list.

Below is just a small sample of the firms represented in this report.

Some of the participating firms include (listed with permission) :

Buy the Report to Access the Results
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Our anal ysi s o floestnbt suppory rematuresinddstayt raports that
suggested 2011 total hedge fund compensationwould drop precipitously
compared to 2010.The data suggest that the retrenchment hit last year,as2011
earnings expectations are positive. We find that ....

Perhaps hedge fund employeeswere more cautious about their prospects in 2011
after 2010fell short of expectations. They reported they will end 2011with an
average of $ in total cash compensation.

Level of Earnings in 2010
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Figure 1: 2010Level of Earnings

____percent of hedge fund employees reported total 2010compensation in excess
of $ , and there has been virtually no changein that number for 2011
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Projected Level of Earnings in 2011

Figure 2: 2011Expected Earnings

The proportion of those earning less than $ dropped from 51 percent
in 2010 to a projected 47% in 2011. The $ band, though grew from
11 percent to 16 percent.

As in previous years, at the higher earnings levels, the annual bonus is the
greatest determinant of total pay. Generally speaking, the higher the pay range
the larger percentage of its total income is expected to comefrom bonuses
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How They Made Their Money in 2010
(actual)

More than 51 Million
500,000 to 51 Million
5300,000 to $500,000
250,000 to 300,000
»2000001052500%0 B By the Report to Access the Results
150,000 to $200,000
5100,000 to $150,000

550,000 to $100,000

550,000 or less

Thousands of U.S. dollars
Figure 3: 2010Base vs. Bonus Pay

Last year, those making $1 million or more expected ___percent of their earnings
to come from bonuses; now that figure is __percent. Taken all together, hedge
fund workers report their base pay went up by $ in 2011, or___ percent.
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How They Made Their Money in 2011
(projected)

Mare than 51 Millien
$500,000 to $1 Million
%300,000 to $500,000
5250,000 to $300,000
& &
izzzz z izzzzz Buy the Report to Access the Results
5100,000 to $150,000
550,000 to $100,000

550,000 or less

Thousands of U.5. dollars
Figure 4: 2011 Base vs. BonusPay

Two years ago, we reported that, in a fairly pessimistic hedge fund industry,

only __ percent of respondents expecteda higher income. Last year ___ percent of
those surveyed expectedsomeimprovement in their total pay. This year,only
percent of hedge fund employees expect tomake more money in 2011 than they
received in 2010. __ percent expect flat remuneration while almost one in
expecta pay cut.
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This Year's Compensation vs. Last
(percentage of respondents)

N | %

Buy the Report to
Access the Results

o

Figure 5: Year Over Year Change Summary

—

We view compensation by title in terms of medians rather than mean averages,

which can be revealing. For example, the in the middle of the
distribution is better paid than the or with similar
standing.

Each of thosejob roles made the same to slightly more median pay in 2011 than
they did in 2010, with one exception: , Which saw a significant drop in
cash compensation The only other title experiencing a year-over-year total pay
reduction was ,and thatwas __ percent,

the result of an expected

Bonus as a relativepercentage

In terms of total pay increases, 2011 was theyear is the smallest I've received

of the , as the mediantotal pay went since getting my MBA - so

up ___ percent on the strength ofa__ percent overall comp is back to the

increase in bonus. beginning of my post -MBA

career. However, | do have an

and may be incredible work life balance, so

experiencing a shift in the relationship between | feel like it's OK.
base and bonus.Both and

saw no change in bonus, but saw alarge
improvement in base year over year.
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This is not to say that only the are seeing sharply higher bonuses.
The median respondent at the level expects a___percent bonus
increase and, surprisingly, the largest jump in bonus — ___ percent —belongs to the

As reported last year, guaranteed bonuses are far from the norm.

percent of hedge fund employees have their entire bonus at risk. And some of
the bonus at risk does not get rewarded in discretionary income. percent of
respondents reported having to invest some of their bonus back into the fund.

Guaranteed Bonus Percentage

Figure 6: Guaranteed Bonus Percentage

Keep in mind, common titles such as Analyst or Director can (and do) mean very
different things to different firms. This is especially true at smaller firms, where
each person tends to wear more hats thantheir larger firm counterparts.
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Here we present the median and compare it to the first and third quartiles. This
eliminates the outliers, thus displaying a more meaningful interpretation of the
data. R e s p 0 n desponsibilities and compensation vary significantly
depending on the size and investment objectives of the firm.

MEDIAN 25th 75th

Bonus Total Percentile Percentile

Buy the Report to Access the Results

Note: In thousands of USD. Excludes some countries where compensation practices vary
significantly from USA, Canada and UK.

Figure 7: 2011Compensation Ranges by Title

Compensation by Firm Size

il

W Last Year Current Year

Thousands of U.S. dollars

Figure 8: Compensation by Firm Size (Employees)
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Projected 2011 Fund Performance

Up 25%+
Up 10%-25%

Up 1-10%

Buy the Report to Access the Results

Even
Down 1-10%

Down 10%-25%

Down 25%+

Figure 9: 2011Fund Performance

Those expecting their funds to perform positively tended to also expect higher
bonuses. Surprisingly, though, this generalization only holds true directionally,
not in terms of magnitude.

Those expecting expect an average bonus of$ while those
expecting their funds to be down by the same factor anticipate an average bonus
of $ . Those who expect returns of greater than___percent, however,
anticipate bonuses of $ , just ___percent higher than those who
expect their funds to

Expected Bonus Level
by Fund Performance

-lIH

Figure 10: Bonus Level by Fund Performance

Thousands of U5, dollars

© 2012 HedgeFundCompensationReport.can
You may not copy, forward or reproduce this content in any format.



Hedge Fund Compensation Report ¢ SAMPLE COPY

One near-constant from the 2010 to the 2011survey was the size of the funds at
which the respondents work. Considering how much pay varies by this factor,

the balance with which the survey population draws from all these bands

indicates thatthis st udy’' s o v e noadkdwedfby fond size.gs ar e

Size of Most Recent Fund

$1 billion +, 22%,
Less than $100
million, 34%

$500 million
$1 billion, 16%

$100 million
499 million, 28%

Figure 11: Size of Most Recent Fund (in USD)

As expected, there is a strong correlation between fund size(in dollars) and
employee compensation. This has long been the cas; still, two new observations
can bemade from 2011 data. First, those working at funds with more than a
actually make . Second,average base payis

Compensation Compared to Fund Size, 2011 Projection
(thousands of USD)

W Baze m Bonus

Figure 12: Average Compensation by Fund Size
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The following table summarizes projected base and bonus levels for 2011 by both
fund size and title.

Base and Bonus by Title and Fund Size

$100 million -
Average Base Salary <$100 million $1 billion =$1 billion
Analyst
CFO
Controller/Accountant/Tax
COO0
Director
Legal/Compliance Officer Buy the RepDrt to
Managing Director Access the Results

Partner/Principal

Portfolio Manager
Senior Associate

Trader

Vice President

$100 million -
Average Bonus =$100 million $1 hillion =$1 billion
Analyst
CFO
Controller/Accountant/Tax
C00
Director
Legal/Compliance Officer BU}’ the ReDDrt t{}
Managing Director Access the Results

Partner/Principal

Portfolio Manager
Senior Associate

Trader

Vice President

Note: 2011 @mpensation in thousands of USD. Excludes countries where compensation practices vary
significantly from USA, Canada and UK. Also excludes positions where enough data was not available to
create a significant average.

Figure 13: Base and Bonus by Fund Size and Title
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Next, we seehow pay for each title relates to fund performance. Whether the

fund was up or down in 2011 seems to have little effect on base salary; after all,
the regular-pay element is generally negotiated in advance of prevailing market

conditions. Bonus, of course, is where the correlation between pay and
performance should exist by design.

Base and Bonus by Title and Fund Performance

Average Base Salary
Analyst

CFO
Controller/Accountant/Tax
COoo

Director
Legal/Compliance Officer
Managing Director
Partner/Principal
Portfolio Manager

Senior Associate

Trader

Vice President

Down Even Up 1-10%

Up 10%+

Buy the Report to
Access the Results

Average Bonus

Analyst

CFO
Controller/Accountant/Tax
(o{0]0]

Director
Legal/Compliance Officer
Managing Director
Partner/Principal
Portfolio Manager

Senior Associate

Trader

Vice President

Down Even Up 1-10%

Up 10%+

Buy the Report to
Access the Results

Figure 14: Base and Bonus by Title and Fund Performance
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Job security appears to be of increasing concern among those surveyed. Fifteen
percent say they are very concerned about the prospect of losing their job,a 36
percent increasefrom 2010.

Job Security
Very
Concerned
15%

Not Concerned,
42%

Somewhat
Concerned
44%

Figure 15: Level of Job Security Concern

In 2010, much of the angst came from distrust of the federal government. This

has not completely evaporated in 2011, but it has dropped markedly. Only o ne,

very concerned respondent <cited -RBMmshington o
and [the] Volckerrulearejob-k i I i ng regul ations.” All other
employees surveyed cited market conditions, the pace of redemptions or their

par ti cul ar ived lack of caanmiprent to enaintaining a presence in the

hedge fund industry. Somealso cited a perceived trend of funds furloughing

senior employees in favor of less experienced, less expensive newcomers.

Just like any other small business, ifthe founder doesn’t keep the troo
he is at risk of losing the most talented players. One respondent who was not

concerned about security gave the Faddassi c “n
can't keep enough bodies in its seats becausthe portfolio manage r] treats

everyone like trash.”
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Concerned About Job Security

Fund Raisin
7%
Government
Regulation
2% performance
5%

Figure 16. Reasons for Concern About Job Security

~ s A
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Only __ percent of hedge fund employees surveyed worldwide had any equity
share in 2011, down from __ percent reported in 2010 and____ percent in 2009.
Unexpectedly, the proportion is even lower in North America and wester n

Europe, where ___ percent participate in the upside.
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Level of Equity Sharing

Figure 17: Level of Equity Sharing

The 2011data varied markedly from that of the 2010 survey in terms of who at
the hedge fund is likely to have an ownership stake. Last year, tended
to be the most likely rewarded with equity; also, —who had a most
prosperous year according to the 2010 report—were likely to share in the upside.
In 2011, however, it is the and who tended to share equity,
but all other titles were lesslikely to have a share in the equity.

Noneofthe2 011 respondents wi twbrk éxgesesce tldimatm t wo y e
have received any equity share. Those with 1
most probable but, at 46 percent, were still more likely not to. Compared with
the 2010 survey, those with 20 years
incidence of equity participation halved to 27 percent.

or mor

When asked specifically about their hedge funexperience— rather than their

general work experience —fully two -thirds of those with 20 or more yearsin

were granted equity. As expected,th ose wi th more than 15 years
equity in the firm tended to occupy such senior positions as partner/principal,

COO or managing director.
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Equity Participation by Hedge Fund Experience

70%

60%

50%

40%
30%
20%
-n B
0%

< 2year 2-5 years 6-9 years 10-15 years  15-19 years 20+ years

Figure 18 Equity Participation by Hedge Fund Experience

Respondents continuetor at e t heir f i r ms training progr e
percent descri bed saxihs tperotg,r’agmeudtsd2t anto nh a s
percentin20l11.Even so, the 18 percent that rated 1t}
average has remained constant yearover-yeatr.

How Good Is Your Firm's Training?

Non-existent

42%
Excellen‘

5%

Weak
15%

Average
25%

Figure 19: How Good is Your Firm's Training?
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Eighty -three percent of respondents have been with their firms for less than five
years as of 2011, consistent with prior
shorter tenures; no 2011 respondents claim to have been with their current

employers for longer than 15 years.

Years with Current Firm

< 2year
40%

2-5 years
43%

10-15years—__
4%

6-9 year
13%

Figure 20: Years with Current Firm
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Despite the objectively measured slowed growth ofhedge fund empl oyees

there is a slight improvement among them in terms of satisfaction with that pay.
In recent years, there had been a fairly static 40 percent happiness rate; that
increased to 44 percent in 2011.

How Satisfied Are You Overall?

Happy, 44%

Not Happy,
56%

Figure 21: Satisfaction with Compensation
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Hedge Fund Careers Blog

Fa more information ornedgefund careersnd compensation practices,
visit our blogwww.AlphaCalling.com

HOME

Career Insights from the Hedge Fund Industry

ITr. search type and Mt enter

Our Sponsor

Hedge Fund

JOBS PIGEST

LY

Hedge Fund Jobs databasa of all the curent
opportunities on the web Hedge Fund Jobs Digest
gres you a compebitne advaniage o this tough job
market

M Latest Hedge Fund Jobs
Quant - Transaction Cost Analysis
Quantitative Strategist
Software Enginears - Ce+
Fund Administrator
Jr. Software Engineers . Cee
Sr. Compliance Associate
Transactional Counsel

Acce Fund For

Hedge Fund Compensation

Do Hedge Fund Analysts Cross the Line?

Wall Street depends on research, and analysis at hedge fund jobs and big pension funds get
paid big bucks 1o uncover Information about companies But just how far Is too far when it
comes 1o “research™?

That was the guestion posed fo Stephen Bainbridge. who teaches law at the Universsty of
California, Los Angeles, In a recent article from Amencan Public Media. It all comes in the wake
of F8I agents bursting Into the offices of at least three heage funds in Ine past week as pan of
a probe Info possibie kegal trading

The case involves “expernt networks” who are hwed by farge nstitutional Investors, inc luaing
hedge funds, 10 bref ther Iraders on Momation and analysis about companies. Top expen
networks include firms such as Primary Giobal Research and Groadband Research

These expern networks uncover miomation that obwviously goes beyond the technical and
fundamental anaiysis 1hat a hedge fund's own analysts wouk! 0o, and that's the sticking point
There's no clear ine of demarcation between legitimate market analysis and legal insider
traang. The legal ine according to Bainbridge, sn1 established by a statute 1's simply the
result of 30-plus years of legal precedent. and there are many grey areas

The SEC has apparently been deliberately vague about how they define Insider trading
because they did not want to give people a “biveprnt™ for doing it

Banbridge aiso reveals that the reason for cracking down on insider trading 15n't what you

bt et Wi red b i e b S el S b L et b e e b b el
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