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I. Purpose and Scope
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Purpose and Scope

• Hennessee Group LLC conducted this survey specifically for Foundations and Endowments to 
clarify their involvement in the hedge fund industry, which is difficult to ascertain given the 
increased popularity among Foundation and Endowments to invest in hedge funds through 
commingled products (i.e., fund of hedge funds.)

• The purpose is to clarify Foundations and Endowment's view on the SEC's proposed rule 
requiring hedge fund management companies to register as Registered Investment Advisers.

• A random sample of 620 Foundations and Endowments were contacted during the 60 day 
comment period following the July 14, 2004 rule proposal.

• Once 46 responses were received (insuring statistical accuracy), the Survey was closed and 
calculated.

• The respondents consisted of 63% Endowments and 37% Foundations.

• The Survey represents $44 billion in total investable assets.

• The average current allocation to hedge funds is 17%.

• The Foundations and Endowments surveyed have an average of 7 years experience investing in 
hedge funds.
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II. Foundation and Endowment Profile
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Participants Total Investable Assets

Over $10 billion
2%$1 to $10 billion

18%

$500 to $999 million
13%

$100 to $499 million
51%

Less than $100 million
16%

67% of the participating Foundations/Endowments have less than $500 million in total investable assets
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Percentage of Total Investable Assets Allocated to Hedge Funds

* Based on expected allocation in 2005

Currently, participants have an average of 17% of total investable assets allocated to hedge funds
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Year of Initial Investment In Hedge Funds
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46% of Foundations/Endowments began investing in hedge funds after 2000
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Number of Years Investing in Hedge Funds
vs. Current Allocation to Hedge Funds
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As years of experience investing in hedge funds increases,  so does the percent allocation to hedge funds
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III. Foundation and Endowment Response to 
SEC Registration Proposal



Survey of Foundations/Endowment's response to the SEC rule proposal requiring hedge fund management companies to register as RIAs. 12

Participant’s Opinion of Mandatory Hedge Fund Registration
59%
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59% of Foundation/Endowments are in favor of the SEC's proposal requiring hedge fund management companies 
to register as a Registered Investment Adviser

Yes = In favor of registration    No = Against registration
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Total Investable Assets

The average Foundation/Endowment has almost $1 billion ($976 million) in total investable assets
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Yes = In favor of registration    No = Against registration
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Average Number of Years Investing in Hedge Funds
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On average, Foundation/Endowments have been investing in hedge funds for 7 years

Yes = In favor of registration    No = Against registration
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Number of Years Experience CIO/Treasurer Have Investing in 
Hedge Funds
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On average, Foundation/Endowment's CIO/Treasurer have six years experience investing in hedge funds

Yes = In favor of registration    No = Against registration
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Percent of Investment Committee Members with Experience 
Investing in Hedge Funds
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On average, 48% of Foundation/Endowment's investment committee members have experience investing in hedge 
funds

Yes = In favor of registration    No = Against registration
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Average Percent Allocation to Hedge Funds

On average, Foundation/Endowments have 17% of total investable assets allocated to hedge funds
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Breakdown of Hedge Fund Allocation
(Direct Investment vs. Fund of Funds)

Of the 17% average allocation to hedge funds, 10% is directly invested while 7% is invested via a fund of hedge 
funds product
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Acknowledgement and Disclaimer

Neither Hennessee Group LLC, nor its officers, directors, agents or employees makes any warranty, 
express or implied, as to the suitability of any hedge fund as an investment or of any kind 
whatsoever, or assumes any responsibility for, and none of these parties shall be liable for, any losses, 
damages, costs, or expenses, of any kind or description, arising out of your use of this survey or your 
investment in any hedge fund.   You understand that you are solely responsible for reviewing any 
fund, its offering and any statements made by a fund or its manager and for performing such due 
diligence as you may deem appropriate, including consulting your own legal and tax advisers, and 
that any information provided by Hennessee Group LLC shall not form the primary basis of your 
investment decision.

This material is based upon information Hennessee Group LLC believes reliable.  However, 
Hennessee Group LLC does not represent that it is accurate, complete, and/or up-to-date and, if 
applicable, time indicated.  Hennessee Group LLC does not accept any responsibility to update any 
opinion, analyses or other information contained in the material.

This material is for your general information only and is not an offer or solicitation to buy or sell any 
security including any interest in a hedge fund. 
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• Hedge funds can be speculative and may involve a high degree of risk.

• Hedge funds may use leverage.

• Hedge funds may have performance that is volatile.

• An investor could lose all or a substantial amount of their investment.

• The fund manager has total trading authority over the fund.  The use of a single advisor applying 
generally similar trading programs could result in a lack of diversification and, consequentially, 
higher risk.

• There is no secondary market for the investor’s interest in the fund and none is expected to develop.

• There may be restrictions on redeeming interests in the fund.

• The fund’s fees and expenses may offset the fund’s trading profits.

• Some hedge funds can execute a substantial portion of the trades executed for the fund on a foreign 
exchange.

Hedge Fund Disclosure
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