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In Brief 
• The outlook for the hedge fund industry remains robust with a number of highly 

compelling opportunities. 

• Despite broadly elevated equity valuations, there are a handful of fundamental 
equity strategies that we think offer exceptional value today. Japanese Activism 
and Long Biased Biotech are two examples. In each of these cases, we believe 
that cheap markets create a downside buffer while corporate events can help 
unlock value in specific stocks, irrespective of underlying market direction. 

• Within credit, forced selling and pockets of stress have created an attractive 
dislocation in Structured Credit. While distressed opportunities are increasing, 
tight spreads limit the scope of capital we can deploy across the high yield market 
today. 

• Capital remains undersupplied across the Reinsurance ecosystem, leaving 
premiums at multi-decade highs and helping to preserve an attractive 
opportunity set heading into 2024. 

• While equity volatility has normalized, dispersion remains elevated and points 
towards an attractive opportunity set for most relative value strategies. 

• Interest rate, FX, and commodity volatility should remain above average amidst 
ongoing economic and central bank uncertainty. We expect this backdrop to 
bode well for discretionary macro managers in 2024. 
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Strategy Outlook 
The quarterly strategy heatmap is integral to our portfolio construction process. It guides our portfolio allocations and represents 
our conviction in different strategies over the next year, albeit with a focus on the near-term. 

 
 
 
 

Headwind Tailwind 
Relative Value 

Stat Arb / Quant (Short Horizon) 
Stat Arb / Quant (Med Horizon) 
Quantitative Equity Mkt Neutral 
RV Capital Markets 
Volatility Arbitrage 
Multi-Strategy 
Convertible Bond Arbitrage 

 
Opportunistic/Macro 

Systematic/CTA (Short Horizon) 
Systematic/CTA (Med Horizon) 
Discretionary Macro 
Emerging Markets 
Reinsurance 
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Merger Arb / Event Driven 
Multi-Event Driven/SPACs 
Merger Arbitrage 
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Corporate-Performing HY 
Corporate-Distressed/Liquidation 
Structured Credit 
Diversified Private Credit 

 
 
 
 
 
 

Source: J.P Morgan Alternative Asset Management. For discussion and illustrative purposes only. Information shown above is based upon market conditions at the 
time of the analysis and is subject to change. Opinions, estimates, forecasts, and statements of financial market trends that are based on current market conditions 
constitute our judgment and are subject to change without notice. Information as of December 31, 2023 unless otherwise stated. Investments involve risks, not all 
investments are suitable for all investors. Investments are not similar or comparable to deposits. 
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Biotech 

Within equities, we are particularly excited with the prospects for 
biotechnology investing and believe it is one of the most attractive 
across the hedge fund landscape. Within the area, many small to 
mid-sized biotechnology companies are 40% to 60% from their 
2021 peak and we expect several catalysts that will unlock 
value over the coming year. Importantly, we foresee an 
ongoing acquisition / partnership wave between large 
pharmaceutical companies and biotechnology firms. Why so? 
Given current financing challenges, biotech companies are in need 
of cash in order to develop their promising drug pipeline. 

 
 

At the same time, pharmaceutical companies are facing a material 
decline in revenue as key drugs roll off patent expiration (see 
Exhibit 2) and, as such, are anxious to replenish their pipeline. In 
fact, such consolidation is already underway with a ~35% increase 
in consolidations in the space on a year-over-year basis. And while 
that has benefited select companies, biotech has broadly faced a 
headwind as sharply rising rates gave investors pause. We believe 
that tide has turned and are encouraged by the recent stock 
reactions to drug announcement milestones, both positive and 
negative, and see considerable alpha potential in the sector. 

 
Exhibit 1: Small Cap Biotech vs. S&P 500 since 2021 
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Exhibit 2: Upcoming Patent Cliff, At-Risk Annual U.S. Revenue 
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Source: J.P Morgan Alternative Asset Management. For discussion and illustrative purposes only. Information shown above is based upon market conditions at 
the time of the analysis and is subject to change. Opinions, estimates, forecasts, and statements of financial market trends that are based on current market 
conditions constitute our judgment and are subject to change without notice. Information as of December 31, 2023 unless otherwise stated. Investments involve 
risks, not all investments are suitable for all investors. Investments are not similar or comparable to deposits. 
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Japanese Activism Structured Credit 
 

Elsewhere in equities, we see continued progress in Japanese 
corporate governance as another highly compelling opportunity. 
For much of the past two decades, Japan has faced a lackluster 
equity market driven by a combination of deflation, a death of 
innovation and, perhaps most importantly, entrenched 
management which often failed to act in investors best interest. 
But beginning with Prime Minister Abe’s ‘Three Arrows’ policy, a 
series of important regulatory and policy reform has taken place 
which has created an environment for material corporate reform. 
One of the most encouraging statistics is the decline in cross 
shareholding across Japanese companies (see Exhibit 3) – which 
historically thwarted shareholders are attempts to implement 
change. In contrast, activist investors are finding material success 
as voting agencies and passive shareholders increasingly 
supportive of such actions. That has led to more pressure on 
under performing companies with both privately negotiated and 
more visible actions translating to success through increased 
capital returns, margin improvements, consolidation and even 
hostile acquisitions. While progress and stock appreciation in 
2023 was noteworthy, valuations are still low as compared with 
other markets with half of the listed companies in the TOPIX 
trading below book value. As reform continues, we expect to see 
a significant repricing in many of these stocks. 

 
Exhibit 3: Transition in Shareholder Base - Shareholders vs. 
Stakeholders 

 
70% 

 

60% 
 

50% 
 

40% 
 

30% 
 

20% 
 
 
 

Shareholders (TB, mutual funds, retail, foreign) 

Stakeholders (city bank, insurance, corporates) 

Structured credit strikes us as the most compelling opportunity 
across the liquid credit spectrum. In our view, Structured Credit 
remains the best risk/reward across credit markets at this juncture 
as dislocation, lack of capital and investor angst has resulted in 
material opportunities. As an example, forced selling and pockets 
of stress in commercial real estate have pushed IG structured 
credit spreads to levels that exceed the average levels in high yield 
corporate bonds. This has allowed managers to source attractive 
exposures at the top of the capital structure which have high 
yields, short duration, and strong structural protection. As rates 
continue to normalize, we expect underlying fundamentals to 
improve (especially in CRE/CMBS and consumer ABS) which could 
result in additional returns from pull-to-par. On the corporate 
side, we note that broad high yield spreads are tight and not 
particularly interesting. That said, the amount of stressed and 
distressed paper in the market has increased meaningfully over 
the last few years as certain sectors, such as real estate, 
healthcare and certain areas of consumer have faced material 
headwinds and present an increasingly interesting, albeit 
targeted, opportunity set. 

 
 
 
 

Exhibit 4: IG Structured Credit vs. High Yield credit spreads – By Basis 
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Source: J.P Morgan Alternative Asset Management. For discussion and illustrative purposes only. Information shown above is based upon market conditions at the 
time of the analysis and is subject to change. Opinions, estimates, forecasts, and statements of financial market trends that are based on current market 
conditions constitute our judgment and are subject to change without notice. Information as of December 31, 2023 unless otherwise stated. Investments involve 
risks, not all investments are suitable for all investors. Investments are not similar or comparable to deposits. 

 

19
86

 
19

88
 

19
90

 
19

92
 

19
94

 
19

96
 

19
98

 
20

00
 

20
02

 
20

04
 

20
06

 
20

08
 

20
10

 
20

12
 

20
14

 
20

16
 

20
18

 
20

20
 

20
22

 

De
c-

13
 

Au
g-

 

14
 

Ap
r-1

5 

De
c-

15
 

Au
g-

 

16
 

Ap
r-1

7 

De
c-

17
 

Au
g-

 

18
 

Ap
r-1

9 

 

 



2024 Global Alternatives Outlook 

For Institutional / Wholesale / Professional Clients and Qualified Investors only—Not for retail use or distribution 

 

 

 

Important disclaimer 

The manager seeks to achieve its stated objectives, there is no guarantee they will 
be met. Investments involve risks and are not similar or comparable to deposits. 
Not all investments are appropriate for all investors. Risk management does not 
imply elimination of risks. Provided for upland reporting purposes only, not to be 
construed as research or investment advice. 

Arbitrage strategies are highly complex. Such trading strategies are dependent upon 
various computer and telecommunications technologies and upon adequate liquidity in 
markets traded. The successful execution of these strategies could be severely 
compromised by, among other things, illiquidity of the markets traded. Thesestrategies 
are dependent on historical correlations that may not always be true and may result in 
losses. Investors should consider a hedge fund investment a supplement to an overall 
investment program and should invest only if they are willing to undertake the risks 
involved. A hedge fund investment will involve significant risks such as illiquidity and a 
long-term investment commitment. 

NOT FOR RETAIL DISTRIBUTION: This communication has been prepared exclusively 
for institutional, wholesale, professional clients and qualified investors only, as 
defined by local laws and regulations. 
This is a promotional document and is intended to report solely on investment 
strategies and opportunities identified by J.P. Morgan Asset Management and as such 
the views contained herein are not to be taken as advice or a recommendation to buy 
or sell any investment or interest thereto. This document is confidential and intended 
only for the person or entity to which it has been provided. Reliance upon 
information in this material is at the sole discretion of the reader. The material was 
prepared without regard to specific objectives, financial situation or needs of any 
particular receiver. Any research in this document has been obtained and may have 
been acted upon by J.P. Morgan Asset Management for its own purpose. The results 
of such research are being made available as additional information and do not 
necessarily reflect the views of J.P. Morgan Asset Management. Any forecasts, figures, 
opinions, statements of financial market trends or investment techniques and 
strategies expressed are those of J.P. Morgan Asset Management, unless otherwise 
stated, as of the date of issuance. They are considered to be reliable at the time of 
production, but no warranty as to the accuracy and reliability or completeness in 
respect of any error or omission is accepted, and may be subject to change without 
reference or notification to you. 

Investment involves risks. Any investment decision should be based solely on the 
basis of any relevant offering documents such as the prospectus, annual report, semi- 
annual report, private placement or offering memorandum. For further information, 
any questions and for copies of the offering material you can contact your usual J.P. 
Morgan Asset Management representative. Both past performance and yields are not 
reliable indicators of current and future results. There is no guarantee that any 
forecast will come to pass. Any reproduction, retransmission, dissemination or other 
unauthorized use of this document or the information contained herein by any 
person or entity without the express prior written consent of J.P. Morgan Asset 
Management is strictly prohibited. 

J.P. Morgan Asset Management or any of its affiliates and employees may hold 
positions or act as a market maker in the financial instruments of any issuer discussed 
herein or act as the underwriter, placement agent or lender to such issuer. The 
investments and strategies discussed herein may not be appropriate for all investors 
and may not be authorized or its offering may be restricted in your jurisdiction, it is 
the responsibility of every reader to satisfy himself as to the full observance of the 
laws and regulations of the relevant jurisdictions. Prior to any application investors 
are advised to take all necessary legal, regulatory and tax advice on the consequences 
of an investment in the products. 

Securities products, if presented in the U.S., are offered by J.P. Morgan Institutional 
Investments, Inc., member of FINRA. 

J.P. Morgan Asset Management is the brand for the asset management business of 
JPMorgan Chase & Co. and its affiliates worldwide. 

To the extent permitted by applicable law, we may record telephone calls and 
monitor electronic communications to comply with our legal and regulatory 
obligations and internal policies. Personal data will be collected, stored and 
processed by J.P. Morgan Asset Management in accordance with our privacy policies 
at https://am.jpmorgan.com/global/privacy. 
This communication is issued by the following entities: 

In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan 
Alternative Asset Management, Inc., both regulated by the Securities and Exchange 

Commission; in Latin America, for intended recipients’ use only, by local J.P. Morgan 
entities, as the case may be. In Canada, for institutional clients’ use only, by JPMorgan 
Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt 
Market Dealer in all Canadian provinces and territories except the Yukon and is also 
registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and 
Newfoundland and Labrador. In the United Kingdom, by JPMorgan Asset 
Management (UK) Limited, which is authorized and regulated by the Financial 
Conduct Authority; in other European jurisdictions, by JPMorgan Asset Management 
(Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the 
respective jurisdictions in which they are primarily regulated: JPMorgan Asset 
Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan 
Asset Management Real Assets (Asia) Limited, each of which is regulated by the 
Securities and Futures Commission of Hong Kong; JPMorgan Asset Management 
(Singapore) Limited (Co. Reg. No. 197601586K), this advertisement or publication has 
not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset 
Management (Taiwan) Limited; JPMorgan Asset Management (Japan) Limited, which 
is a member of the Investment Trusts Association, Japan, the Japan Investment 
Advisers Association, Type II Financial Instruments Firms Association and the Japan 
Securities Dealers Association and is regulated by the Financial Services Agency 
(registration number “Kanto Local Finance Bureau (Financial Instruments Firm) No. 
330”); in Australia, to wholesale clients only as defined in section 761A and 761G of 
the Corporations Act 2001 (Commonwealth), by JPMorgan Asset Management 
(Australia) Limited (ABN 55143832080) (AFSL 376919). 

For U.S. only: If you are a person with a disability and need additional support in 
viewing the material, please call us at 1-800-343-1113 for assistance. 
Copyright 2023 JPMorgan Chase & Co. All rights reserved. 

Malaysia, Philippines, Brunei, Thailand, Indonesia, India, Vietnam and Korea: This 
document is provided in response to your request. This document is for informational 
purposes only and does not constitute an invitation or offer to the public. This 
document including any other documents in connection are for intended recipients 
only and should not be distributed, caused to be distributed or circulated to the 
public. This document should not be treated as a prospectus or offering document 
and it has not been reviewed or approved by regulatory authorities in these 
jurisdictions. It is recipient’s responsibility to obtain any regulatory approvals and 
complying with requirements applicable to them. 

People’s Republic of China: This document is private and confidential and is issued to 
you upon your specific request and is provided for your internal use and informational 
purposes only. It may not be photocopied, reproduced, circulated or otherwise 
distributed or redistributed to others. This document does not constitute an offer, 
whether by sale or subscription, in the People's Republic of China (the "PRC"). Any 
interests stated is not being offered or sold directly or indirectly in the PRC to or for 
the benefit of, legal or natural persons of the PRC. Further, no legal or natural persons 
of the PRC may directly or indirectly purchase any beneficial interest therein without 
obtaining all prior PRC’s governmental approvals that are required, whether statutorily 
or otherwise. Persons who come into possession of this document are required by the 
issuer and its representatives to observe these restrictions. 
Material ID: 09gh240401144639 
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