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After covering, in our two previous bulletins, the different audit guidance and the various 
industry associations’ standards available to hedge fund managers to demonstrate their 
commitment to good operational practices, we finally turn to the private sector solutions. 
Two companies have developed specific methodologies to assess the quality of hedge 
fund’s operations. Moody’s is proposing an Operational Quality rating and Amber Part-
ners is offering a certification program. 

In the light of the number of hedge funds currently rated or certified, it looks like the in-
dustry is not yet convinced of those solutions’ efficiency. Moody’s started to offer its ser-
vice in 2006 and Amber was founded in 2004. As of January 2010, based on information 
on the respective companies’ websites, Moody’s provides operational quality rating to 24* 
funds managed by 9 different investment managers and Amber has granted its certifica-
tion to 30* funds managed by 13 different investment managers. Five funds are both 
rated by Moody’s and certified by Amber. Both companies may have reviewed more 
funds but this information is not available to investors since unfortunately the publication 
of a Moody’s rating is at the fund’s option and Amber does not publish a list of funds, if 
any, who failed to receive the certification. 
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 Nam e  o f th e fund * M o ody’s OQ  rat ing A m b er C ert ificatio n  
1 AH L In vestm en ts St rategies SPC  C lass C   C er tified
2 An cho rage C apital Part ner s  C er tified
3 An cho rage C ro sso ve r Cr edit  C er tified
4 An cho rage Sho rt C red it  C er tified
5 Arm o red  W olf Alph a Fu nd   C er tified
6 Brevan H ow ard  Asia M aster Fu nd  O Q1 Exc ellent
7 Brevan H ow ard  EM Strat egie s Fun d O Q1 Exc ellent  
8 Brevan H ow ard  Equ ity  Strat egie s Fu nd  O Q1 Exc ellent
9 Brevan H ow ard  Maste r Fu nd  O Q1 Exc ellent  
10  C ap u la G lob al Relative Value Fun d  C er tified
11  C it adel Ke nsingto n G lob al Str ategies Fu nd  L td O Q2+ Ve ry Go od
12  C it adel W ellingto n LLC  O Q2+ Ve ry Go od
13  D raw br id ge G lo bal M acro  O Q1 Exc ellent
14  D raw br id ge Special Op po rtu nities O Q1 Exc ellent
15  Eco fin  G lob al Utilities He dge Fun d Lim ited  C er tified
16  Eco gin Special S it uatio n Utilities Fu nd  Limit ed  C er tified  
17  Fort ress Partn ers O Q1 Exc ellent
18  Kin g Str eet C ap ital O Q1 Exc ellent
19  Kin g Str eet Eur op e O Q1 Exc ellent
20  M aratho n  Asia Fun d  C er tified
21  M aratho n  C red it Op po rtu nities Fu nd   C er tified
22  M aratho n  D istressed  Su bp rim e Fun d  C er tified
23  M aratho n  EM  Op po rtu nity  Fu nd   C er tified  
24  M aratho n  Fu nd  L P O Q1 Exc ellent C er tified
25  M aratho n  G lo bal Equ ity Fun d O Q1 Exc ellent
26  M aratho n  M aster Fun d O Q1 Exc ellent
27  M aratho n  O ver se as Fu nd O Q1 Exc ellent C er tified
28  M aratho n  Sp ecial O pp or tun ity Fun d O Q1 Exc ellent C er tified
29  M aratho n  Str uctu red  F in anc e Fu nd  O Q1 Exc ellent C er tified
30  M arshall W ace Am eric as Fun d O Q1 Exc ellent  
31  M arshall W ace Co re  Fu nd  L td. O Q1 Exc ellent
32  M arshall W ace TOP S Fun d Lt d. O Q1 Exc ellent
33  M illen ium  In tern ation al M anagem e nt LP O Q1 Exc ellent
34  M illen ium  Par tner s L P O Q1 Exc ellent
35  M illen ium  USA LP O Q1 Exc ellent C er tified
36  M illen niu m  I nter natio nal Ltd .  C er tified
37  Pau lson  A dvantage  C er tified  
38  Pau lson  A dvantage Plu s  C er tified
39  Pau lson  C re dit Op po rtu nities  C er tified
40  Pau lson  En h anced   C er tified
41  Pau lson  I nter natio nal  C er tified
42  Pau lson  R ec overy  Fu nd   C er tified
43  R ub icon  G lo b al Fun d  C er tified
44  SAC C apital In tern ation al O Q1 Exc ellent  
45  Stratu s Fee der  C er tified
46  The  Mer chan t Co m m od ity  Fu nd   C er tified
47  The  Tud or BVI G lob al Fu nd   C er tified
48  Tou rad ji D iversifie d  C er tified
49  Tou rad ji Glo bal Re sso u rces  C er tified
50  W int on  Fu tur es Fu nd   C er tified
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• Strong expertise; due dili-
gence is our only service 

• Background Check, Opera-
tional Due Diligence, Invest-
ment Risk Analysis 
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The processes of Moody’s** and Amber*** are quite similar. Both companies start their 
process by collecting and reviewing the fund’s documentation, the onsite visit to the invest-
ment manager office is the second stage followed by a third party review for Moody’s and 
an administrator review for Amber. The last stage of the process is the rating decision for 
Moody’s and the Certification report for Amber. The two companies spend approximately 
the same amount of time to perform their review. Moody’s analysts spend approximately 6-
8 weeks to complete the process when Amber needs up to 250 hours. 

Both companies perform an ongoing monitoring of the funds rated/certified. Amber certifi-
cation is valid for a period of 12 months. The manager must notify Amber of material op-
eration changes during the course of the certification period. The manager should also 
provide copies of any investor correspondence to Amber. 

According to our information, the cost of obtaining an operational quality rating by Moody’s 
or a certification by Amber is approximately $50’000 to $100’000 depending on the com-
plexity of the hedge fund organization. The business model, of both companies, obviously 
raises some concerns about their partiality in setting the rating or granting the certification 
since they are paid by the investment manager. 

None of the solutions described in our three last bulletins have been widely adopted by the 
industry as a media to convey operational quality. At Hedge Fund Appraisal, we believe 
that, knowing their strengths and weaknesses, those solutions can be used as valuable 
supports to a due diligence process. Unfortunately for the investment managers, there is 
no short cut to restore investors’ confidence. 

 

 

* In cases where the rating/certification was concerning an offshore, onshore or master 
version of the same strategy, we counted only one fund. In the table, we reported a generic 
name when several structures were concerned and the exact name when only one struc-
ture was rated/certified. 

** http://v3.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_116772 
*** http://www.amberpartners.com/document_access.aspx?doc_id=50 
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