
December 2009, versus 6% from the Share-

holder Weighted All Share Index (SWIX) 

and 5.3% from the peer group mean.

Despite this top-quartile performance, 

Obsidian’s hedge funds have materially out-

performed their long-only mandates over 

time, reflecting an important role for them 

in investors’ portfolios.

Long notes that various myths can hold 

investors back from allocating to hedge 

funds, namely that they charge excessive fees, 

that they can be risky geared plays on the 

market and that they don’t offer protection 

when it is needed. 

When it comes to fees, they note that an-

nual management fees are not the source of 

concern but attention does need to be paid 

to performance fees.

Investors should look for credible and fair 

benchmarks that require investment delivery 

before fee participation, adhering to high-wa-

ter mark principles with benchmarks that are 

not altered after a period of weak performance.

“An investment manager needs to be 

competitive on the resultant net returns,” 

they said. “Managers should only earn a per-

formance fee when the fund value is greater 

than the benchmark value.” 

The long books of the Obsidian hedge 

fund portfolios mirror their long-only man-

dates, resulting in a vanilla portfolio con-

struction process. Any short positions are an 

extension of that process, allowing the funds 

to invest in both undervalued and overvalued 

stocks, and any extra gearing is carefully bal-

anced with their broader investment views.

Investors also sought protection from 

hedge funds in times of market stress, and 

the pair point out that their Obsidian Multi 

Strategy Hedge Fund offered genuine pro-

tection in the market crash of 2007-2013 

and in the 2015-2019 period as 

market trends shifted.

“Investing in hedge funds of-

fers an opportunity that cannot 

be ignored – by being able to 

invest in both undervalued and 

overvalued stocks, via both long 

and short positions, and having a 

more flexible mandate with no 

offshore limits, we have been able 

to generate good risk-adjusted 

returns for our clients.”

Last year was difficult for Ob-

sidian as the Covid pandemic 

roiled global markets, with the 

multi-strategy fund delivering 

a muted 4.8% in 2020, and the 

long/short fund a net 4.51%. Yet 

the funds have both gained more than 19% 

so far this year.

“We have a process that has stood the test 

of time and have invested through the cycle,” 

they said. “We didn’t see March 2020 com-

ing yet but after a difficult first half, we were 

able to protect capital for the year and we 

have come back strongly.”

The Obsidian Capital multi-strategy fund 

is a “no excuses” fund, which seeks to com-

pete with balanced funds in strong markets 

and protect capital in weak markets. A global 

flexible fund, it diversifies across all major as-

set classes, with the additional tool of short-

ing. Gearing levels are at or below two times, 

and the management team is significantly 

co-invested.

The retail fund has daily liquidity and 

pricing, and is available on various platforms.

The Obsidian long/short fund takes an 

equity-centric focus, with a demonstrable 

12-year track record and significant co-

investment by the investment management 

team. The fund is a also RIHF with daily 

liquidity and pricing.

Obsidian Capital has total assets under 

management of R650 million in their hedge 

fund strategies. Long and Simpson have 

worked together for many years, originally 

both at RMB before setting up on their 

own in 2007. 

Chris Stainforth joined the team in May 

this year as CEO, bringing many years of 

corporate experience in senior roles at In-

vestec, Fleming Martin, JP Morgan and 

STANLIB. He founded  Counterpoint As-

set Management in 2007, which went on to 

merge with RECM. The investment team 

includes Craig Shapiro, Jason da Silva and 

Liam Arron.

J
ohannesburg-based Obsidian Cap-

ital, headed by Royce Long and 

Richard Simpson, has achieved a 

convincing track record with its 

hedge funds, which have materially out-

performed the market, their peers and 

their long-only mandates over time.

Its longest-running fund, the Obsidian 

Sanlam Collective Investments Multi As-

set Retail Hedge Fund, has gained a net 

annualised 11.39% in the 14 years since in-

ception in October 2007, including a net 

19.35% this year to the end of October. 

The fund aims to maximise returns 

over the medium to long term by invest-

ing across the full asset class spectrum, 

both locally and offshore, using a combi-

nation of asset allocation and stock selec-

tion to achieve long-run outperformance of the 

CPI+3% benchmark. 

The team’s equity long/short hedge fund, 

the Obsidian Sanlam Collective Investments 

Long Short Retail Hedge Fund, has delivered 

a net annualised 12.92% since inception in July 

2008.  It aims to maximise long-term capital 

growth, investing predominantly in equity, both 

local and offshore, and using a combination of 

asset allocation and stock selection to achieve 

long-running outperformance of the CPI+5% 

benchmark. 

Obsidian focuses on delivering steady and 

consistent outperformance across its product 

range, combining both macro and micro re-

search to examine profit drivers and valuations 

across potential portfolio companies. The aim 

is to marry stock valuations with profit driv-

ers across 12-24 month cycles, incorporating 

benchmark-agnostic portfolio construction and 

sophisticated risk management.

“Central to the performance of any product 

is a proven through-the-cycle investment phi-

losophy and process,” note Long and Simpson. 

“No investment product can compensate for a 

poor investment philosophy and process and no 

product can protect against an incorrect invest-

ment view.”

They note that their long-only funds also re-

flect strong track records since inception.

The Obsidian SCI Balanced Fund, a Reg-

ulation 28-compliant collective investment 

scheme, has gained 9.3% annualised since in-

ception in December 2009 versus 8.3% from 

the JSE All Share Index and 6.8% from the 

benchmark, South African multi-asset high eq-

uity category. The fund has gained 17.4% so far 

this year to the end of October.

The Obsidian Sanlam Collective Investments 

Equity Fund has added 8.1% since inception in 

Obsidian extends track record
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