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Marketing and Fundraising For Small Hedge Funds 
Small funds serious about growing AUM must know “what it takes” and prepare NOW. 
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INTRODUCTION 
 
 

Marketing and fundraising are perhaps the two most critical and difficult aspects of operating a successful hedge 
fund. Proficiency in those vital activities is more important than ever to the survival of a hedge fund, especially 
small funds. Marketing is demanding and fundraising capricious. Ultimately, success is contingent upon intelligent 
marketing and efficient fundraising.  

Small hedge funds that want to GROW AUM, have much to consider: global economic events, increased and 
unprecedented volatility, greater regulatory intervention, the demands of investors and performance. 
Notwithstanding investor trends and sentiments, one fundamental question is important for the small fund 
contemplating marketing and fundraising: 

How Do I Prepare For Success?  

Marketing and fundraising are distinct but complementary, difficult, complex, challenging, time-consuming, 
resource-intensive and expensive processes, which are filled with a myriad of challenges, possible pitfalls and 
numerous questions. It’s always been hard to GROW AUM but it’s getting harder as well as more expensive and 
complex, especially for a small hedge fund.  

This brief discussion will help you begin to evaluate options, understand the requirements and prepare to achieve 
success. It is my hope that you find the information, insight and intelligence contained here helpful on your fund’s 
journey to not only GROW AUM but in creating a long-term, sound and lucrative business.   

Continued success, 

Bryan K. Johnson 
Managing Partner 

 
 
 
 
 
 
 
 



 © A Publication of Johnson & Company 
 

3 

As competition and operational requirements increase, investors are evaluating the ability of funds to receive assets, 
which demands that funds be proactive and prepared to be successful in their marketing and fundraising efforts. 
 
AUM is the lifeblood of the investment management business and competition for assets is fierce. To GROW AUM is the single 
most difficult aspect of running a hedge fund business. This is logical given that most small hedge funds are operated by former 
portfolio managers, traders or research analysts, who know how to manage money and trade for profit, but not how to market a 
hedge fund. In addition, if these individuals divert significant time towards marketing activities it is reasonable to assume that their 
investment performance may suffer, which could have devastating effects on the ability of their small business to continue as a 
going concern. Marketing becomes more difficult for a small hedge fund that fails to deliver superior returns. Therefore, the 
marketing effort is essential to success. Raising capital should be a non-stop, full-time process, which requires devoting patience, 
time and commitment into crafting comprehensive marketing strategies.   
 
Without intelligent, comprehensive planning and preparation, a fund’s attempt to GROW AUM can be over before it begins. 
Successful marketing and fundraising requires numerous discussions and planning sessions well in advance (optimally 4-6 months) 
of formally engaging investors, intermediaries and market participants. Heightened geopolitical tensions and economic turmoil 
contribute to market volatility, which can be the catalyst for outstanding investment opportunities but also have the potential to 
increase the difficulty in marketing and attracting assets. While market volatility is outside a fund’s control, marketing preparation is 
not. When considering growing AUM, funds should perform a thorough readiness assessment across key enterprise areas to 
ensure they have identified potential internal issues and organizational gaps to construct a disciplined and structured marketing 
strategy to meet their AUM objectives along with acute understanding of the fund raising climate by investor segment. 
Underestimating the time and complexity involved to identify, gain access and receive allocations from the most appropriate and 
suitable investors is a common pitfall. 
 
Momentum is building and allocations have begun to increase as investors desire to diversify out of traditional asset classes and 
invest with alternative managers that can deliver outstanding performance and consistent, non-correlated investment returns in a 
climate of heightened volatility. But investors want to invest with managers they feel confident in. As direct hedge fund investments 
become a more significant part of portfolios, investors have started to target firms they perceive to be "institutional quality" 
organizations.  
 
In the alternative investment industry, size has never been a determinant of success. With respect to hedge funds, the facetious 
definition of “two guys and a bloomberg” has some basis in truth. Some managers have achieved spectacular success with two-or-
three-person operations. However, investors are sensitive to the risks, pitfalls and limitations of bare-bones fund structures and 
clearly see solid infrastructure as the mark of a firm with ability to manage significant assets. Having themselves invested in 
augmenting capabilities in operational due diligence and building extensive infrastructure around such functions as analytics, 
reporting and due diligence, investors expect managers to operate with comparably robust attributes. 
 
In a recent survey we conducted, investors rank infrastructure as the primary criterion in manager selection, with 57% of survey 
respondents placing it in the top slot. To be sure, performance is what it’s all about but the results convey that performance alone is 
insufficient. Investors view operational robustness as a requirement and operational excellence as a point of competitive 
differentiation. Survey respondents also indicated that infrastructure and performance are directly connected. There can be no 
question that quality of infrastructure is of prime concern. When the respondents naming infrastructure as most important were 
asked to define the characteristics of a quality hedge fund, “having critical support and staff” was the most frequent choice, named 
by almost 72%, which explains why the largest hedge funds continue to garner the vast majority of allocations, despite research 
that shows smaller funds outperform larger funds. Operational risk issues are more prevalent in smaller funds due to less mature 
infrastructure and greater vulnerability to redemptions and adjacency risk. Small funds must mitigate risk by “partnering” with best-
in-class service providers whose strengths offset weaknesses and demonstrate a well-rounded business to GROW AUM. 
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Careful thought, preparation, and planning are critical to successfully GROW AUM. 
 
Preparing to GROW AUM requires a strong commitment, leadership, patience and a well-choreographed, intelligent approach. 
Marketing and fundraising are distinct processes that are interdependent and complementary. Every part of your organization as 
well as integral external service provider relationships play an important role and each contribution must be well coordinated. 
Strong leadership, careful planning, and talented performers make the difference between failure and success. One way to ensure 
a successful performance is to understand critical distinctions and important concepts at the start. Among the differences are 
“Going To Market” and “Being In The Market”.  
 
 “Going To Market” is the process of taking the fund and firm through the steps of understanding the options and 

requirements of successful marketing and fundraising, obtaining an acute perspective of the fundraising climate, gathering the 
necessary internal and external operational resources, implementing documented policies, procedures and processes as well 
as creating the infrastructure to make the fund ready for active marketing and fundraising to qualified, suitable and appropriate 
institutional-type investors and intermediaries in a regulatory compliant framework.  

 “Being In The Market” is the tactical component of marketing and fundraising: Appropriate, active and efficient engagement 
with investors and market participants  

 
CAUTION: Being In The Market BEFORE the necessary documented processes, policies 
and procedures are firmly in place to meet investor expectations, market requirements and 
appropriately engage investors is a common reason for failure in marketing and fundraising.  

 
A fund will need to address ongoing compliance and regulatory requirements, corporate governance, operations, internal control 
effectiveness, risk management and reporting and investor relations. All of these activities require staging in a carefully controlled 
manner to ensure each element is optimally prepared to meet various continual challenges. A fund will need to meet additional 
requirements as a result of increasing AUM that might require new skill sets and additional resources. Thinking through the 
requirements and developing an appropriate plan will reduce unexpected marketing work and post-fundraising issues. Among the 
many tasks involved are upgrading, sustaining, or enhancing financial reporting capabilities, creating an investor relations function 
to communicate with investors, enhancing the governance, reporting and internal controls to a level which meets the fiduciary 
requirements of substantive investors. Lead times vary, while some of these elements will not come into play until after the direct 
fundraising launch and AUM comes online, others must be in place prior to receiving an allocation. Thus, it is critical that a fund 
have a plan in place to identify essential action items, create an achievable timeline for completion and commence execution well in 
advance of “Being In The Market”.  
 

A formal written strategic and tactical marketing plan is essential to success.  
 
The market for alternative assets is strenuous, therefore a formal written strategic and tactical marketing plan is essential to 
success. Yet, according to research nearly 80% of funds operate without a documented marketing plan. Moreover, according 
to industry data, “76.4% of hedge funds ‘tap out’ their network of investors within ONE (1) year”. Any fund that operates 
without a comprehensive strategic and tactical marketing plan to consistently and proactively identify suitable and 
qualified investors, raise visibility within appropriate investor segments, build relationships with intermediaries early and 
selectively engage the MOST appropriate investors and maintain their attention through what is now a more invasive and 
protracted due diligence and allocation process will NOT GROW AUM. It is vital to have a documented plan, which enables a 
fund to help investors develop a solid understanding of the fund’s idiosyncratic approach (investment strategy), behavioral 
(operational) distinction and competitive edge. 
 
A sound plan is THE fundamental starting point, which identifies essential issues, prevents regulatory violations, avoids “deal 
killers”, detects gaps within internal processes, areas needing remediation and the human and technological resources as well as 
commitment required to successfully GROW AUM. A well-thought out and intelligent plan ensures that all appropriate and relevant 
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considerations have been identified and helps establish a reasonable timetable based on the fund’s resources, capabilities, 
competitive position, fundraising climate, strategic marketing objectives and the actual work that needs to be performed. For 
example, through the construction of the plan a fund can evaluate the advantages and disadvantages of one investor segment over 
another, identify the most suitable investor segments, determine what information is most important to investors by segment, the 
depth, type, quality and degree of inertia (intermediation) present within each investor segment.  
 
A documented, intelligently constructed plan evaluates options and when necessary can layer dual or multiple track processes, 
identify common work streams and key decision points to ensure optimization of limited resources. A formal written strategic and 
tactical marketing plan serves as the acuity and foundation to successfully and consistently GROW AUM. 
 
Start preparing NOW to GROW AUM. 
 
Allocations to hedge funds are increasing. However, the current activity does not come close to the halcyon days of years past. The 
importance and complexity of the marketing and fundraising process calls for a professional and proactive management approach – 
one that anticipates the required level of effort and magnitude of resources. Marketing and fundraising are inherently complex 
undertakings, further complicated by capricious fundraising climates, dynamic markets, demanding investors and a constantly 
evolving regulatory climate.  
 
The marketing and fundraising process is about presenting your fund to those investors and intermediaries who are MOST 
appropriate and suitable in a regulatory compliant framework, which they can easily understand and evaluate. The intelligent and 
professional presentation of your fund is a critical determinant in your ability to GROW AUM. The best thing the small hedge fund 
manager can do to meet the challenge is to be as informed and prepared as possible as result of a formal strategic and tactical 
marketing plan. If you are serious about success in your marketing and fundraising, the time to start preparation is NOW. 
 
 
 

 SUCCESSFUL MARKETING REQUIRES INTELLIGENT PREPARATION.  
 
 PRIOR PREPARATION PREVENTS POOR PERFORMANCE. 
 
 THE GAME HAS CHANGED: BE INFORMED AND PREPARED! 
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"WHAT DOES IT TAKE" FOR SUCCESSFUL MARKETING AND FUNDRAISING? 

Critical issues and questions for the small hedge fund that wants to be PREPARED to GROW AUM. 

 Do you have a documented, sound and comprehensive strategic and tactical marketing plan?  
 Do you have a marketing budget ? 
 Is your marketing budget appropriate to achieve your marketing and fundraising goals? 
 Do you know how to select "best-of-breed" primary/supplementary marketing and fundraising resources? 
 Have you implemented "best practices" in the 4 critical evaluation areas? 
 Do you know your competitive position ? 
 Do you know your marketing options and the requirements of fundraising within the current climate ? 
 Do you know the financial and operational resources required for successful marketing and fundraising? 
 Do you know the operational and regulatory risk involved in marketing and fundraising?  
 Do you have a “sourcing” process ?   
 Does your “sourcing” process consistently identify suitable, appropriate and qualified investors?  
 Do you understand how the composition of your investor base effects your fundraising ability ? 
 Do you know how to manage your investor base to maximize your fundraising success ? 
 Do you know the depth, degree and quality of intermediation by investor segment ? 
 Do you have the intermediary (consultant) relationships for successful marketing and fundraising ? 
 Do you know the proprietary/idiosyncratic criteria used by each consultant ? 
 Do you have a CRM system ? 
 Does your CRM contain HIGH INTEGRITY investor prospect data ? 
 Do you have well-documented investor/intermediary relationships ? 
 Do you have a "sufficient" pipeline of qualified, suitable and appropriate investors? 
 Do you know how to "profile" investors to identify and engage those most suitable for your fund ? 
 Do you know the primary behavioral drivers by investor segment (private wealth, endowments, foundations, taft-

hartley, public pensions and fund-of-funds)? 
 Do you know the allocation process by investor segment ?  
 Do you know the REAL facts of “emerging manager” programs? Incubators? Seeders ? 
 Do you know how long it takes AUM to come online from the MOST suitable investor segments? 
 Have you identified the important strategic investor(s) in each segment? By geography? 
 Do you know the 5 “C’s” of marketing?   
 Do you know your distribution options? Independent RIAs? BDs? Wealth Managers ? 
 Do you know the intricacies of 3rd party marketing ? 
 Do you know what it takes for a small fund to "qualify" for 3rd party marketing?  
 Do you know how to efficiently identify and evaluate "qualified & reputable" 3rd party marketers appropriate for your 

size, strategy and objectives? 
 Are you fully prepared for operational due diligence? 
 Do you know what it takes to make the "operational cut"? 
 Do you know how to avoid "overly-invasive and disruptive" due diligence investigations? 
 Do you know how to promote "prudent investor due diligence"? 
 Do you know how to compress and increase the expedience of investor due diligence? 
 Is your client service/investor relations infrastructure and strategy regulatory compliant? 
 Will you be able to meet the client service demands that come with increased AUM? 
 Do you know how to evaluate service providers? 
 Are your operational partners and service providers strengthening your fund profile? 
 Do you need to upgrade your service provider relationships to be successful marketing and fundraising?  
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Who Is Johnson & Company ? 
 
As a result of 20+ years success in alternative investment marketing and deep experience in the 
acquisition, allocation and management of alternative assets as advisor, principal, agent and expert 
witness, we have a holistic understanding of the highly idiosyncratic and fragmented nature of raising 
alternative assets.  
 
We are talented and experienced professionals, who combine rigorous analysis of high integrity data, 
research, consultative candor and passion with strategic thinking in combination with qualitative and 
quantitative marketing.  
 
Our knowledge and skills fill a distinct void in the marketing and fundraising services small hedge funds 
need. We know "WHAT IT TAKES" for a small hedge fund to not only survive but thrive and succeed. We 
are the ONLY firm solely dedicated to delivering experienced, professional, fund-specific, intelligent, 
objective, conflict-free, client-focused marketing and fundraising advisory services to small hedge 
funds.  
 
Our strategic and tactical consultative approach serves to separate marketing myth from reality and 
fundraising fact from fiction to guide a small fund through the complexities of marketing and nuances of 
fundraising. A primary function of what we do is enable small funds to avoid costly or catastrophic 
mistakes but our strongest attributes are the capabilities to help small hedge funds make the RIGHT 
operational, marketing and fundraising decisions, acquire the RIGHT resources, execute the RIGHT 
strategies to build and maintain the RIGHT relationships with the RIGHT investors, intermediaries, 
service providers and partners. 
 
Ultimately, our acuity proves to be the difference between success and failure for a small hedge fund. 

 
To learn more about our approach, services and background visit: www.johnsn.com.  

 
If you would like to increase your marketing success, achieve better fundraising results and be prepared 
to GROW AUM, contact: 

 
Bryan Johnson 

Managing Partner 
(512) 681-4463 

bkj@johnsn.com 
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Johnson & Company 

Unique Clients. Distinctive Services. Exceptional Attention. 

 
 

 
 

The Prime Intelligent Marketing Resource For Small Hedge Funds 
  

 One Congress Plaza 
111 Congress Street 

Suite 400 
Austin, Texas 78701 

www.johnsn.com 
512-681-4463 

 
  

 
 
 

 


