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Inside the June 2026
Hedge Fund Industry Report

A mid-year review of what actually happened at the half — leadershiprotated,
dispersion returned, and the concentration regime finally broke. Here's a preview
of what's inside.

+7.57% +10.21% +0.44% /-1% 10.35pts

HFRI FWC, 1H26 S&P 500, 1H26 in combined annual revenue generated Sub-Strategy Spread
Composite, first half: Total return® by the U.S. middle market — roughly Best vs worst, June!
one-third of private-sector GDP.
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EXECUTIVE SUMMARY

The right question at the midpoint of the year is not which asset class posted the largest number, but which
delivered the most return per unit of risk — because an allocator's binding constraint is risk budget, not
headline performance. June answered it in miniature. The HFRI Fund Weighted Composite gained +0.44%,
its third consecutive monthly advance, in a month the S&P 500 actually fell and its mega-cap leaders
cracked. A diversified hedge fund book was positive precisely when the index was not — and that asymme-
try, not the size of the number, is what the allocation exists to produce.’?

At the half the same pattern holds at larger scale. Hedge funds captured the bulk of a strong first half while
sidestepping much of what broke in June, and Equity Hedge did so while carrying the short books a long-on-
ly fund cannot. The figures are in Section 01; the shape of those returns, not any single month's headline, is
the argument.'34

Two structural shifts explain why the environment now rewards skill. First, the regime turned from concen-
tration to breadth. The narrow, mega-cap leadership that made active management look slow in 2023-2024
has broken, and participation has widened — and dispersion is the raw material active returns are made
from. Second, the Al trade is fracturing along the cash-flow line. As the semiconductors that supply the
buildout swing to record free cash flow and the hyperscalers that fund it burn theirs on capital spending,
one crowded theme is separating into distinct winners and losers — a split a passive index dilutes to noth-
ing and a long/short manager can isolate.>®°

One caveat governs everything that follows. The index averages in this report describe

a universe in which the spread between top-decile and bottom-decile managers reached
58.6 percentage points in 2025 alone, and in which one HFRI strategy label spanned more
than ten points between its best and worst sub-index in June. In this category, access is
necessary but not sufficient. The manager you select defines the result.’?
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PERFORMANCE

June Performance and the Mid-Year Risk-Adjusted Case

Hedge funds extended their advance in June, a third consecutive monthly gain. The HFRI Fund Weighted
Composite added +0.44%, lifting first-half performance to +7.57% and the trailing twelve-month return to
+16.40%. The advance was led by Equity Hedge (+1.26%) and Event-Driven (+1.23%); Relative Value was
quietly positive at +0.25%, while Macro fell -1.49%. HFR credited record equity levels, falling energy prices
on a favorable resolution of the Iran conflict, and hedge fund exposure to the record SpaceX initial public
offering, which priced on June 12. The second quarter's +6.55% was the best quarter for hedge funds since
the fourth quarter of 2020.""3

Index June 2026 1H/YTD 1 Year
HFRI Fund Weighted Composite +0.44% +7.57% +16.40%
HFRI Equity Hedge (Total) +1.26% +10.06% +21.43%
HFRI Event-Driven (Total) +1.23% +6.80% +13.64%
HFRI Macro (Total) -1.49% +6.12% +15.06%
HFRI Relative Value (Total) +0.25% +3.77% +7.95%

The Month Stocks Fell and Hedge Funds Did Not

The composite's modest print understates what happened beneath it. June was not a rising tide; it was a
rotation. The S&P 500 snapped a two-month winning streak to fall roughly 1% and the Nasdaq dropped
about 2.8%, as the largest Al-linked names — the engines of the prior rally — reversed hard: Microsoft fell
17%, its worst month since 2000, and Oracle fell 35%, its worst since 1990. Against that backdrop a
diversified hedge fund book was positive, and Equity Hedge — which can hold shorts against precisely
those names — gained +1.26%. This is the downside-mitigation property allocators pay for, observed live
in a single month rather than argued in the abstract.™?

Beneath the strategy composites the dispersion was extraordinary — often wider within a single label than
across labels altogether. The table below isolates three examples from June, spanning strategy, sector, and
geography. The strategy label on the door tells an allocator very little; the fund behind the door tells them
everything.'?
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At the Half June 2026 1H 2026
HFRI Fund Weighted Composite +0.44% +7.57%
HFRI Equity Hedge (Total) +1.26% +10.06%
S&amp;P 500 (price) ~-1.0% +9.55%
Nasdaq Composite (price) ~-2.8% +12.79%

The Real Scoreboard: Most of the Upside, a Fraction
of the Drawdown

A strong first half for equities is not the argument; the shape of the returns is. Over the first six months of
2026 — a stretch that included an Iran war scare that briefly threatened a correction and a violent
air-pocket in the mega-cap leaders — hedge funds captured the bulk of the market's return with materially
less exposure to its drawdowns. The Composite's +7.57% retained roughly three-quarters of the S&P 500's
+9.55% price return; HFRI Equity Hedge's +10.06% edged the price index outright and roughly matched its
~10.2% total return — while running short exposure a long-only fund cannot. Keeping pace with a record
market without owning all of its risk is the entire point.™3#

Where It Showed Up Best, June Worst, June Spread
By strategy (Macro sub-indices) Currency +7.11% Commodity —3.36% 10.5 pts
By sector (Equity Hedge) Healthcare +6.13% Energy/Materials —3.20% 9.3 pts
By geography (Equity Hedge) North America +1.88% Japan -2.80% 4.7 pts

Equity Hedge Technology also gained +4.40% but by a narrower margin than Healthcare; the Macro aggregate printed —1.49% even with
Currency and Commodity moving in opposite directions by double digits.?
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The Regime Has Turned: From Concentration to Dispersion

THE CONCENTRATION REGIME IS TURNING

L

THE OLD REGIME

From 2023 through 2025 the
Magnificent Seven drove
roughly half of the S&P 500's
cumulative gain; the
equal-weight index trailed the
cap-weighted index by more
than ten points in 2023 alone.
Concentrating in a handful of
mega-caps was the winning
trade, and dispersion-based
strategies looked slow.>%8

2

THE STRUCTURAL RISK

The top ten stocks still com-
mand roughly 40% of index
weight and the index behaves
like only about 54 independent
positions despite holding more
than 500. An S&P 500 fund is, in
practice, a concentrated
mega-cap technology bet with
an index label on it.7,9

3

THE TURN

History says these regimes
mean-revert — S&P Dow Jones
Indices' own research notes that
equal weight has tended to outper-
form after peaks in concentration
— and June 2026 delivered the
clearest sign yet. Leadership
rotated hard out of the mega-cap
Al names and into financials,
healthcare, and industrials, and the
average stock held up while the
cap-weighted index fell. Broaden-
ing markets are where dispersion,
and active skill, get paid.>®

For most of the last cycle, the market rewarded owning less, not choosing well. Zero rates, synchronized
growth, and a handful of mega-caps capturing every marginal dollar compressed the dispersion that active
and hedge fund strategies exist to harvest. That has inverted. Concentration is not only a risk to bear; it is
an inefficiency to exploit — and that is where a hedge fund allocation earns its place. The same concentra-
tion that degrades the index as a passive holding also mechanically handicaps long-only managers: under a
long-only constraint, the largest underweight a manager can express in any stock is that stock's index
weight, so as the top names swell, the ability to bet against them collapses. Concentration therefore trans-
fers alpha potential away from long-only mandates and toward managers who can short. A long/short
allocation is not merely a diversifier in a concentrated market; it is structurally better positioned to express

its dynamics.
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June was that mechanism in action. When leadership rotated, the cap-weighted index fell while the average
stock held up — the Dow, tilted toward financials, healthcare, and industrials, rose about 2.5% on the
month. A passive holder took the mega-cap reversal in full; a manager positioned across the broadening
market, or hedged against the crowded longs, did not. That gap between owning the index and choosing
within it is exactly the return active management is paid to capture, and this month it was visible on a single
calendar page.?

THE Al SPLIT

The Al Trade Is Splitting Along the Cash-Flow Line

The most crowded theme in markets is quietly separating into winners and losers, and the fault line is free
cash flow. Bank of America's Research Investment Committee frames it as a generational transfer: the
twelve-month forward free cash flow of the semiconductor companies that supply the Al buildout is spiking
toward roughly $430 billion, while the free cash flow of the hyperscalers that fund it — Amazon, Alphabet,
Meta, Microsoft, Oracle — is collapsing toward and below zero as capital spending consumes it. The compa-
nies selling the shovels are generating the cash; the companies digging are burning it.”

12-MONTH FORWARD FREE CASH FLOW — HYPERSCALERS VS. SEMICONDUCTORS
$ billions, 2023—2026E

Semiconductors ~$430bn

$400bn
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Exhibit: 12-month forward free cash flow — hyperscalers vs semiconductor companies ($bn). Hyperscalers = AMZN, GOOGL, META, MSFT,
ORCL; semiconductors = NVDA, MU, AVGO, AMAT. Source: Bank of America Research Investment Committee.'®



RYSTAL

APITAL PARTNERS HEDGE FUND INDUSTRY REVIEW - JUNE 2026

June's price action confirmed the split in real time. A benchmark semiconductor index surged nearly 88%
from its March low for its best quarter on record as memory became the binding constraint in Al infrastruc-
ture, while the two largest capital spenders, Microsoft and Oracle, were the month's worst large-cap
performers as investors began to question the return on relentless Al capital expenditure. Same theme,
opposite outcomes.?

Positioning, meanwhile, is anything but settled. Flows into the semiconductor ETF complex have turned
violently two-way: a record single-day inflow of roughly $5.4 billion sits alongside a record outflow near
$1.95 billion in the same recent window. That is the signature of a crowded, unstable trade — conviction
and capitulation firing in quick succession — not of a durable one-way consensus.™

SOXX (ISHARES SEMICONDUCTOR ETF) — DAILY FUND FLOWS

$ millions, daily creations/redemptions (illustrative reconstruction — see note)
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Exhibit: SOXX US Equity — Fund Flow of Funds in Millions. Source: Eric Balchunas, Bloomberg.!" High/low values shown are as reported;
the daily flow series between them is an illustrative reconstruction, not raw trade data.

Here is the allocator's point. A cap-weighted index owns the cash generators and the cash burners in the
same wrapper and nets their divergence to roughly zero — the passive holder captures the theme's volatili-
ty without its dispersion. A long/short manager can be long the free-cash-flow winners and short or under-
weight the capex losers, monetizing a split the index structurally cannot express. The single most important
trade in markets is precisely the kind a passive vehicle is built to neutralize and a skilled manager is built to
harvest. This is the clearest present-day case for why active, and why now.
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OUTLOOK

The Setup for the Second Half of 2026

The first half delivered close to a full year's typical equity return in six months, and it did so through an Iran
war scare, resurgent inflation, and a mid-quarter reversal in the market's largest names. The conditions that
produced hedge funds' results are structural, not episodic: positive real rates, wide and widening dispersion
within and across markets, repeated policy and geopolitical regime-changes, and an Al complex now gener-
ating genuine winner-and-loser dynamics that skilled managers can trade on both sides of the book. Three
second-half catalysts stand out. The record IPO calendar has already begun — SpaceX priced on June 12,
with OpenAl and Anthropic widely expected to follow later in the year — directly supporting event-driven
and activist strategies. The Warsh Fed has removed a layer of policy uncertainty. And the unwinding of the
spring's oil distortion leaves a cleaner macro backdrop. None of these depends on equities rising further —
only on markets continuing to differentiate.3,13

But differentiation cuts both ways. The very forces that reward skilled managers also widen the gap
between the best and worst of them, so capturing this environment is less a question of access to hedge
funds than of choosing the right ones. Selection, not access, determines the outcome — and that is the

discipline a curated platform exists to support.

SEE HOW CRYSTAL'S PLATFORM IS BUILT FOR THIS ENVIRONMENT

When one strategy label can span ten points in a month and the Al
trade is splitting into winners and losers, selection is the whole game.
Contact Crystal Capital Partners to learn how the platform serves
qualified advisors seeking institutional alternatives access.

SIGN UP NOW | 7|| SPEAK WITH CRYSTAL | 7||

crystalfunds.com/signup crystalfunds.com/schedule


https://calendly.com/d/ctfs-jtv-f6f/new-meeting?month=2026-06
https://www.crystalfunds.com/pathway/preview-hf
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IMPORTANT DISCLAIMERS

GENERAL DISCLOSURE

This website is intended only for the use of a professional financial advisor (a “portfolio advisor”); contains information that is privileged and/or confidential; and may not
be disseminated or altered. Crystal Capital Partners, LLC (“CCP,” “we,” or “us”) is an SEC registered investment adviser that provides customized hedge and private equity
fund portfolio solutions to portfolio advisors and their clients. Neither the SEC nor any other government agency has endorsed the merits of CCP's website, products,
services, educational materials, and/or any of the information contained therein.

For persons in the United Kingdom: Only firms that are authorised by the Financial Conduct Authority are permitted to access investments through CCP. No other person
in the United Kingdom should treat this communication as being directed at them. Please note that only investors who are Professional Clients for the purposes of the
FCA's rules will be able to invest into the Funds, which will be made available to selected FCA authorised firms with whom we interact. Potential investors who are Retail
Clients for the purposes of the FCA's rules will not be able to invest on CCP’s platform via FCA authorised intermediaries.

This website is for informational purposes only and is not investment advice or an offer to sell or the solicitation of an offer to buy any interest in any entity or investment
vehicle. Any offer to sell or solicitation to invest will only be made through the Offering Documents of one or more investments managed by CCP in accordance with all
applicable laws and regulations. This website should not be relied upon as professional and/or financial advice, nor does it constitute a comprehensive or complete
statement of the matters discussed therein. No representation is being made that any investment will or is likely to achieve profits or losses similar to those shown or
described. Performance will vary depending on many factors, including, but not limited to, investment strategies, taxes, market conditions, and applicable advisory and
other fees and expenses related to investing, including fees imposed by CCP and the portfolio advisor(s). Not all exposures may be available at all times due to capacity or
for other reasons.

Certain information on this website constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue” or “believe” or the negatives thereof or other variations thereon or other comparable terminology.
Due to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-looking statements. Although
the expectations expressed on this website are reasonable, actual results could be materially different. Information contained on the website, including data used in the
calculation of some estimates and projections, comes from certain third parties. Any information provided by third parties has not been independently verified by CCP.
Accordingly, neither CCP nor any of its affiliates, or employees will be liable to you or anyone else for any loss or damage from the use of the information contained in this
website. Additionally, any projections, predictions, market outlooks and estimates included on the website are based upon certain assumptions, including, but not limited
to, current and expected market conditions. Other events that were not considered may significantly affect any projections.

", " "

Investments available on CCP's platform carry certain risks as alternative investments are complex, speculative, and illiquid investment vehicles and are not suitable for all
investors. Please see the applicable Offering Documents for more information. Please also refer to the CCP Terms of Use and all related CCP disclosures.

IMPORTANT LEGAL INFORMATION AND LIMITED USED OF EDUCATIONAL MATERIALS DISCLAIMERS

This website permits third parties, such as portfolio advisors, to use and rebrand the materials produced therein (the “Educational Materials”) under their names for
educational and informational purposes only. As described further below, CCP assumes no responsibility for the Educational Materials, their use or distribution by third
parties, including any additional edits to the Educational Materials by third parties, and expressly forbids any further alterations to the Educational Materials beyond
branding. Readers of the Educational Materials should be advised that such third parties have relationships with CCP and are subject to various conflicts of interest.

The Educational Materials should not be construed as personalized investment advice (or an offer thereof) for compensation or a recommendation of investment advice
to buy or sell any investment nor are the Educational Materials intended as an endorsement of any security or investment (including any investment product managed by
CCP or any other third party); the Educational Materials are for informational purposes only and any information contained in them merely represent investment
opinions. CCP cannot guarantee the suitability of any particular investment to any personal situation and the reader of the Educational Materials bears complete
responsibility for its own investment research and should seek the advice of a qualified investment and/or tax professional prior to making any investment decisions.
Information contained in the Educational Materials has been obtained from sources believed to be reliable, but not guaranteed, and CCP assumes no liability for the
information provided. Any information, data, research, news articles, forecasts, figures, opinions, projections, statements of financial market trends or investment
techniques and strategies expressed on the website are considered to be reasonable at the time of production, but CCP makes no warranty as to their accuracy and
reliability or completeness, and the Educational Materials may be subject to change without reference or notification to you. Any quotations of individuals in the
Educational Materials are provided for informational purposes only and their accuracy and veracity are not guaranteed. The Educational Materials and any such items
included therein may contain certain forward-looking statements, projections and information that are based on the beliefs of CCP (or others) as well as assumptions
made by, and information currently available to, CCP (or others). Such statements in the Educational Materials reflect the view of CCP (or others) with respect to future
events and are subject to certain risks, uncertainties and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions
prove incorrect, actual results may vary materially from those described in the Educational Materials. The Educational Materials (and any information included therein) are
based on information available as of the time they were written, provided, or communicated. Accordingly, neither CCP nor its principals or affiliates make any representa-
tion as to the timeliness of any information in the Educational Materials.

At certain places in the Educational Materials, we reference or may offer direct access or links to other Internet websites. You are encouraged to exercise caution while
browsing through any such connected hyperlinks to external websites. These websites contain information that has been created, published, maintained or otherwise
posted by institutions or organizations independent of CCP. CCP has not reviewed any of the external websites that may be hyperlinked to the Educational Materials.
Hyperlinks to external websites are provided for information and reference purposes only. CCP does not endorse, approve, certify, recommend or control these websites
and does not assume responsibility for the accuracy, completeness or timeliness of the information, advertising, products, services or other Educational Materials located
there. Additionally, CCP’s inclusion of hyperlinks to external websites does not imply association with the owners or operators of such external websites, and the views
expressed at such external websites are not necessarily the views of CCP or its affiliates. Visitors to these websites should not use or rely on the information contained
therein until consulting with an independent finance professional and/or portfolio advisor. Reliance upon information in these websites is at the sole discretion of the
reader; your hyper-linking to, or use of, any external websites is at your own risk. Furthermore, CCP is not responsible for the privacy practices of such other websites. Any
concerns regarding any hyperlink should be directed to the respective website owner or operator/webmaster.

Crystal Capital Partners | crystalfunds.com | (305) 868-1500
For educational purposes only. Page 8
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PERFORMANCE DISCLAIMERS

Past performance is not necessarily indicative of future results and future accuracy and profitable results cannot be guaranteed. Any performance comparison to the
performance of indices in the Educational Materials or website may not be a meaningful comparison. Indices cited in the Educational Materials may not be available for
direct investment. Any performance referenced in the Educational Materials is not necessarily based on the same types of investments contained in any index shown or
referenced in the Educational Materials, nor is any such index representative of any performance presented in the Educational Materials. Any indices shown in the
Educational Materials are only to reflect comparative performance of familiar investment styles. No representation is being made that any investment will or is likely to
achieve profits or losses similar to those shown or described in the Educational Materials. Furthermore, performance will vary based on many factors, including, but not
limited to, investment strategies, taxes, market conditions, and applicable advisory and other fees and expenses related to investing. No representation is being made
that following the Educational Materials and/or any information contained therein will or is likely to achieve profits or losses similar to those shown or described in the
Educational Materials (if at all). Any investment return and principal will fluctuate with market conditions, and one may have a gain or loss on its investments. Accordingly,
individual returns may vary from any of the returns shown in the Educational Materials. To the extent any investment funds referenced in the Educational Materials are
invested in indirectly through an investment platform managed by CCP, the returns of such funds (including the returns of any such funds referenced in the Educational
Materials) will be further reduced as a result of fees imposed by CCP and the portfolio advisor. Any performance in the Educational Materials is not audited and is not
intended to comply with AIMR-PPSA or GIPS guidelines.

NO OFFERING OR SOLICITATION

CCP may only transact business or render personalized advice, and offers of service can only be made, in those states or international jurisdictions where CCP is
registered or where an exemption or exclusion from registration is available. Nothing herein is an offer of any service that is not legal or permissible in any particular
jurisdiction given CCP's current licenses. CCP is not registered as a securities broker-dealer with the U.S. Securities and Exchange Commission (the “SEC") or with any state
securities regulatory authority or with any foreign country; CCP is an SEC registered investment adviser that provides customized alternative portfolio solutions for
portfolio advisors and their clients. As such, the Educational Materials are provided to portfolio advisors for their (or their clients’) informational or educational purposes
only and are not intended as, and may not be relied on in any manner, as legal, tax or investment advice, a recommendation, or as an offer to sell, a solicitation of an offer
to purchase or a recommendation of any interest in any fund, security, entity or investment vehicle from CCP or an attempt to effect transactions in securities. The
information in the Educational Materials is in summary form for convenience of presentation; it is not complete and should not be relied upon as such.

Any offer to sell or solicitation to invest will only be made through the relevant Offering Documents (of one or more investments managed by CCP) to persons (through
and working in conjunctions with their portfolio advisors) who meet the investor suitability and sophistication requirements in jurisdictions in which any such offer or
solicitation is permitted and in accordance with all applicable laws and regulations. Accordingly, the Educational Materials must be read in connection with such Offering
Documents in order to understand fully all of the implications and risks of any investments managed by CCP. There can be no assurance that the objectives or informa-
tion stated in the Educational Materials can or will be achieved. Alternative investments carry a high degree of risk and are complex, speculative investment vehicles and
are not suitable for all investors; one can lose all or a substantial amount of its investment in alternative investments such as private equity funds and hedge funds.

AWARDS, RANKINGS, AND/OR RECOGNITIONS

Any awards, rankings and/or recognition by unaffiliated rating services and/or publications should not be construed as a guarantee that you will experience a certain level
of results, as an indication of future performance, nor should it be construed as a current or past endorsement of CCP. Such awards, rankings and/or recognition were
based in part on subjective criteria and a limited universe of candidates, and therefore there can be no assurance that a different panel of judges would not have selected
other submissions as the winners. Please refer to the websites of the sponsors of these awards for important information regarding the criteria for the awards, and the
manner in which such awards were determined.

ENDORSEMENTS

Any endorsement contained herein that indicates approval, support, or a recommendation of CCP or describes a person’s experience with CCP—including potential
endorsements from investment advisors who have partnered with CCP—was not the result of any cash or noncash compensation provided by CCP for such endorsement.
However, as a standard course of business, portfolio advisors may receive an “Advisory Fee” from their clients who subscribe to the platform, and such a relationship
could have influenced any endorsement of CCP provided by a portfolio advisor. Any endorsement of CCP made by a portfolio advisor is non-representative of all the
portfolio advisors that CCP works with and may be the result of unique and past experiences that do not guarantee future results.
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