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Executive Summary 
The merger arbitrage space offers a compelling opportunity as we look ahead. In June 2023, Versor released 

a white paper highlighting shifts in the M&A landscape. Since then, the Versor Merger Arbitrage strategy 

has delivered strong returns and outperformed the HFRX Equity Event Driven Index. This success reflects 

our differentiated approach, which leverages a proprietary database of 6,000+ deals and advanced artificial 

intelligence (AI) and machine learning (ML) techniques, to evaluate all aspects of a merger life cycle with 

a focus on deal termination risk, competing bids and positive amendments. Reduced inflation, fading 

recession concerns, and the resilient U.S. economy have bolstered corporate confidence. Post-U.S. election 

indicators further signal a favorable shift in the M&A regulatory environment. Combined with a 20-year 

high in private equity dry powder and robust cash reserves held by corporations, these conditions suggest 

a sustained uptick in deal flow in the coming months. As the global M&A landscape is primed for 

resurgence, the Versor Merger Arbitrage strategy is well positioned to capture attractive, risk-adjusted 

returns. 

 

To fully capitalize on the favorable M&A environment, an effective merger arbitrage strategy must go 

beyond basic event-driven approaches. Versor has harnessed a proprietary database of over 6,000 historical 

deals dating back to 2000, incorporating both fundamental and market data for a holistic view of merger 

dynamics. This deep dataset, combined with advanced AI and machine learning techniques, enables Versor 

to forecast deal outcomes with greater precision. Our strategy doesn’t stop at simply assessing deal success 

or failure; it uniquely models the likelihood of competing bids or upward amendments, a critical third 

outcome that traditional merger arbitrage managers often overlook. With competing bids or amendments 

occurring in approximately 16% of deals, accurately predicting these events has proven to be a key driver 

of alpha to the strategy. 

 

Recognized with a nomination for the HFM Performance Awards 2024, Versor’s disciplined, systematic 

approach enables consistent performance even in challenging markets. By continuously refining our 

strategy with advanced AI/ML models applied to a rich dataset, we capture high-conviction opportunities 

and deliver resilient, risk-adjusted returns for our investors.  

 

Poised for Growth: Optimism in the Merger Environment 
The global M&A landscape is primed for a strong rebound post-U.S. election as the Trump administration 

is expected to have a pro-business orientation, advocating for reduced regulations and lower corporate 

taxes. This approach is intended to stimulate economic growth and encourage corporate activities, 

including M&A. 

 

Since second half of 2023, we have seen expanding opportunities in the merger and acquisition space. This 

is in stark contrast to a challenging 2022 and 2023, in which actions by the FTC/DOJ caused much 

uncertainty. As we reflect on the past several months, we believe the Activision (Acquirer: Microsoft) ruling 

marked a turning point for the environment. More recently, Exxon Mobil completed its acquisition of 

Pioneer Natural Resources, and in October 2024, the U.S. Federal Trade Commission approved Chevron’s 

acquisition of Hess, injecting new momentum into the M&A landscape. Although these high-profile deals 

faced scrutiny and heightened perceptions of a restrictive regulatory climate, the actual rate of regulatory 

intervention has remained low. 

 

 

https://www.versorinvest.com/wp-content/uploads/2023/07/Mergers_Environment_Commentary_2023.06-FINAL.pdf
https://awards.withintelligence.com/hfmusperformanceawards/en/page/2024-shortlist
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Additionally, a closer look at deal flow shows that smaller deals—making up over 80% of the total deal 

universe—have faced notably less regulatory interference. This is also visible in the low global deal 

cancellation rate of 3.55%. 

 

In addition, private equity firms, with dry powder at a 20-year high ($2.6 trillion), are poised for future 

transactions. Over the six months since December 2023, funds increased their cash reserves by $49.4 

billion—over 1.7 times the $27.9 billion accumulated during the prior 12 months. 

 

Figure 1: Global Private Equity Dry Powder (USD Million) 

 
Source:https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/private-equity-dry-powder-growth-accelerated-in-h1-

2024-82385822 

 

Lastly, several indicators tracked by Versor signal a healthy merger environment: 

• Both global deal value and deal count remain robust and are expected to increase due to pent up 

demand. 

• Global spreads at 9.18% in October 2024, remain attractive relative to historical median of 4.01%. 

• Global deal cancellations remain low (3.55%) relative to the historical median of 8.10%, and deal 

completions are occurring in less than six months. 

 

These developments combined with quantitative environmental indicators below suggest an improving 

environment with an attractive risk/reward profile in the space. 

 
Versor Merger Arbitrage: A Differentiated Approach 

Typically deals are characterized by two distinct outcomes – deal success or failure. However, deal success 

can be split further into success under the current offer terms and success with a competing bid or upward 

amendment. Historically, this third outcome, often overlooked by traditional merger arbitrage managers, 

represents 16% of all merger outcomes. Accurately quantifying the likelihood, a deal will receive a 

competing bid, or positive amendment can produce materially larger alpha. Leveraging its proprietary 

database, Versor has successfully used observable deal characteristics to predict the likelihood of a merger 

receiving an improved offer. 

 

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/private-equity-dry-powder-growth-accelerated-in-h1-2024-82385822
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/private-equity-dry-powder-growth-accelerated-in-h1-2024-82385822
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Figure 2: Deal Outcome 

 
Internally prepared by Versor Investments. Simulated price paths for a hypothetical merger target. For illustration only. Data computed for the period 

January 2003 to December 2023. 

 

The competing bid model described above is just one of the several models (downside risk, duration, 

liquidity, volatility etc.) that forms part of Versor’s extensive model suite. 

 

Figure 3: Proprietary Merger Database 

Versor’s model suite relies on a vast 

proprietary database, carefully built to include 

over 6,000 deals dating back to 2000. Deals are 

added to the database only after meeting a 

stringent set of criteria, with press releases 

serving as the primary data source. Additional 

data collected on targets and acquirers includes 

intraday prices, volume, historical financial 

statements, ESG metrics, and news sentiment. 

 

Over the past 7 years, Versor models, combined 

with sophisticated use of machine learning and 

alternative data have culminated in a strategy 

able to consistently take advantage of favorable 

environments to a greater degree than those 

focus on the predictive power of deal spreads. 

 

 

 

 

 

 
For Illustrative purposes only, actual implementation may differ. 

 

Environment Indicators: 
Deal flow: Deal flow has remained robust over the past several months. Due to pent up demand and 

favorable M&A environment, we expect the deal flow to significantly pick up to levels observed in 2015 to 

2018. (see figures 3 and 4) 
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Figure 3: Deal Value 

 
Past performance is not indicative of future results. Performance results reflect the reinvestment of income. Total announced value represents sum of 

announced value of all the deals announced in a half year across North America, Europe, Japan, and Australia. H2 2024 includes data through October 

31, 2024. The deal value is represented in USD billion. Data received from Bloomberg and internally prepared by Versor Investments. Simulated, back-

tested data. For illustrative purposes only. 

 

Figure 4: Deal Count by Region 
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Past performance is not indicative of future results. Performance results reflect the reinvestment of income. Total deal count represents total number of 

deals announced in a half year across North America, Europe, Japan, and Australia. H2 2024 includes data through October 31, 2024. Data received 

from Bloomberg and internally prepared by Versor Investments. Simulated, back-tested data. For illustrative purposes only. 

 

Spreads: The spreads remain attractive compared to historical average. Historically, higher spreads have 

been an attractive entry point for mergers. (see figure 5) 

 

In March of 2021, we released a whitepaper titled, “The Environment for Merger Arbitrage: 2021.”In that 

paper, we showed that the state of various merger indicators pointed to an exceptionally favorable strategy 

environment. Merger Arbitrage posted strong returns in the period from April through December of 2021. 

 

Figure 5: Gross Spreads (%) 

 
Past performance is not indicative of future results. Performance results reflect the reinvestment of income. Spreads represented in the chart are gross 

spread weighted by the cube root of market capitalization of the targets of all the mergers in the audited universe, on the given date in the respective 

region. Negative spread values, on any given date, are excluded. US contains mergers where the targets primary listing is in US. Global contains mergers 

where the target primary listing is in Europe, United Kingdom, Canada and US.  The data is through October 31, 2024. 

 

Termination rates: The global deal cancellation rate continues to stand well below historic median. 

Recently, acquirers litigating blocked deals have been successful. (see figure 6) 

 

Figure 6: Deal Cancellation Rate (%) 

 
Past performance is not indicative of future results. Performance results reflect the reinvestment of income. The figure shows the failure rate of mergers 

over time. The failure rate is the number of mergers that terminate divided by the sum of pending and terminating mergers. The data is through October 

31, 2024. Simulated back-test data. For illustrative purposes only. Data received from Bloomberg and internally prepared by Versor Investments. 

https://versorinvest.com/wp-content/uploads/2021/03/Merger-Note.pdf


  
Merger Arbitrage: Capitalizing Evolving Merger Environment 

 

Confidential Information – For Recipient Use Only – Do Not Distribute. 

Past performance is not indicative of future results. Performance results reflect the reinvestment of 

income. Refer to additional disclosures (“Risks associated with the use of AI Tools”) at the end of this presentation. 

For illustrative purposes only. Actual implementation may differ. 

 

Deal Duration: On average, the merger deals continue to be completed in under 6 months. (see figure 7) 

 

Figure 7: Mean Deal Duration (Months) 

 
Past performance is not indicative of future results. Performance results reflect the reinvestment of income. The figure shows the average deal duration 

for announced mergers over time. The duration is measured from announcement to successful completion or termination. US mergers have targets with 

primary equity listings in the US. Non-US mergers constitute mergers with target stocks in Canada, Europe including the UK, Australia and Japan. The 

data is through October 31, 2024. Simulated back-test data. For illustrative purposes only. Data received from Bloomberg and internally prepared by 

Versor Investments. 

 
Conclusion: 
In summary, Versor’s merger arbitrage strategy stands out due to its differentiated process, utilizing a 

proprietary database and advanced AI/ML techniques to capitalize on unique M&A opportunities. This 

disciplined systematic approach has delivered strong returns even in a challenging regulatory and 

economic environment, demonstrating its resilience and adaptability. With an improving M&A landscape 

supported by favorable economic conditions, easing regulatory environment and renewed corporate 

confidence, Versor is well-positioned to deliver attractive, risk-adjusted returns. The strategy actively 

invests in announced mergers across the U.S., Canada, the U.K., and Europe, positioning portfolios for 

optimized returns. 

 

We look forward to partnering with you to navigate the exciting merger environment. If you have any 

questions or would like to learn more, reach out to DeWayne Louis at dewayne@versorinvest.com or Nirav 

Shah at nshah@versorinvest.com.  

 

Sincerely,  

 
Deepak Gurnani, Founder and Managing partner 

 

 

 

 

 

mailto:dewayne@versorinvest.com
mailto:nshah@versorinvest.com
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Versor Merger Arbitrage Performance Disclosures: 
Past performance is not indicative of future results. Performance results reflect the reinvestment of income. 
Reported returns are unaudited preliminary estimates, subject to revision and net of management fees and 
performance fees. Certain investors may have higher management and performance fees depending on applicable 
share class. Performance results reflect the reinvestment of income. Please note that the returns could be materially 
different from those stated here in case the strategy was managed in a dedicated standalone fund. In fact, the actual 
returns could be much lower than those shown here. Please see important disclosures at the end of the presentation. 
 
Live Performance 
1. The returns for Versor Merger Arbitrage strategy are estimated by applying a notional capital allocation (and 
applicable expenses) to the P/L associated with the portion of the ARP Alternative Risk Premia Master Fund allocated 
to the strategy. Versor Merger Arbitrage strategy is a part of a sub strategy under ARP Alternative Risk Premia Master 
Fund, which is a multi-strategy fund. From Dec 4, 2018, to Dec 31, 2022, the reported returns are for a Versor 
Investments advised dedicated fund [“the Fund”] for the Versor Merger Arbitrage strategy. The return estimates 
presented were for the USD share class and excludes hedge profits/losses pertaining to other non-USD share classes 
to the extent, if any. Even though the Fund launched from Dec 3, 2018, one day was used to build-up the portfolio of 
the Fund. Therefore, the return for Dec 3, 2018, is not the correct indication of this strategy performance. The return 
for the Fund for Dec 3, 2018, was -0.19% while reported performance of Versor Merger Arbitrage strategy for Dec 3, 
2018, was 0.45%. Prior to Dec 3, 2018, Versor Investments did not manage capital in the Versor Merger Arbitrage 
strategy as a dedicated Fund for this strategy. Versor Merger Arbitrage strategy was part of a sub strategy under ARP 
Alternative Risk Premia 2x Fund, which is a multi-strategy fund. Returns until Dec 3, 2018, for the Versor Merger 
Arbitrage strategy are estimated by applying a notional capital allocation (and applicable expenses) to the P/L 
associated with the portion of the ARP Alternative Risk Premia 2x Fund allocated to the strategy.  
The returns are net of 1.00% annual management fees and 10.00% performance fees and assume the reinvestment 
of dividends and other income. Performance fees are a component of management costs. A performance fee of 
10.00% of the Trading Profits is calculated and accrued on each Pricing Day and reflected in the reported net returns. 
The Performance Fee is calculated in respect of each calendar year subject to a high-water mark provision.  The 
Investment Manager cannot guarantee the performance of the Fund or that performance fees will remain at their 
previous level. Certain investors may have higher management and performance fees, depending on the applicable 
share class. Versor Investments also manages other accounts using the same investment strategy. Returns for the 
other accounts may differ from the returns shown here, depending on differences in risk levels and other investment 
restrictions, timing of cash flows, and fee structures.   
The Fund continues to exist and performance results for the Fund is available on request. 
 
 
General Disclosures 
The information contained herein is provided for informational and discussion purposes only and is not, and may not 
be relied on in any manner as, legal, tax or investment advice. This document does not constitute an offer to sell or 
the solicitation of an offer to buy any securities or the solicitation to enter into any investment advisory or similar 
agreement with Versor Investments LP or any of its affiliates (collectively, "Versor Investments”) and may not be used 
or relied upon in connection with any offer or sale of securities. Any such offer may only be made by means of formal 
Offering Documents, the terms of which will govern in all respects. Past performance is not indicative of future results. 
The information set forth herein does not purport to be complete.  
Investing in an investment product made available by Versor Investments or its affiliates (a "Fund") involves a high 
degree of risk. No person has been authorized to make any statement concerning the Fund other than as set forth 
in such Fund`s Offering Documents and any such statements, if made, may not be relied upon. Prior to investing, 
investors must familiarize themselves with the Fund`s offering materials and subscriptions documents (collectively, 
the "Offering Documents") and be prepared to absorb the risks associated with any such investment, including a total 
loss of all invested capital. The complete terms regarding an investment in a Fund, including but not limited to the 
investment program, fees and charges, tax considerations, risk factors, conflicts of interest and liquidity, are set forth 
in the Fund`s Offering Documents. 
The information contained herein is unaudited and provided as an accommodation to investors in connection with 
the monitoring of their investment in a Fund. The materials provided are based upon information included in our 
records, as well as information received from third parties. We do not represent that such information is accurate or 
complete, and it should not be relied upon as such. The financial information contained herein does not provide a 
complete picture of the Fund`s financial position or results, in part because it is does not reflect all applicable fees, 
expenses and other costs that will affect the Fund`s net returns. The actual returns of the Fund will be lower - and 
likely much lower - than the unaudited returns included in this presentation. Please contact Versor Investments for 
a pro forma calculation of the impact of projected fees and expenses on the returns included herein. In the event of 
any discrepancy between the information contained herein and the information contained in an investor`s audited 
account statements, the latter shall govern. 
Certain information in this document may consist of compilations of publicly-available data. Versor Investments has 
obtained such data from what it believes to be reliable sources. However, Versor Investments has no ability, and has 
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not attempted independently, to verify any of such information. Versor Investments has not generated or 
independently verified the data included in this document and assumes no responsibility for it.  
Certain information included in this document regarding Versor Investments’ "implementation" of different 
strategies is simulated and back-tested. These are hypothetical records only. These results have been generated by 
applying Versor Investments’ systems to historical pricing data for the publicly-traded instruments (including 
securities and futures) in which Versor Investments’ accounts will trade. The recipient should understand that Versor 
Investments, in using its analytics to generate simulated results, necessarily applies Versor Investments’ statistical 
models to historical data on a back-tested basis. Different quantitative analysts will differ as to how statistically to 
define the different factors. While Versor Investments believes that its method of analysis is reasonable, there are 
other equally reasonable methods which would generate materially different results. Relying on any form of 
statistical, quantitative analysis in investment decision-making is speculative and involves a high degree of risk. PAST 
PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. Commodity interest trading involves 
substantial risk of loss. 
Because these results are simulated, they are subject to all of the material inherent limitations of back-tested data. 
Due to these limitations (among others), the U.S. Commodity Futures Trading Commission requires that the following 
disclaimer accompany such information: 
These results are based on simulated or hypothetical performance results that have certain inherent limitations. 
Unlike the results shown in an actual performance record, these results do not represent actual trading. Also, because 
these trades have not actually been executed, these results may have under-or over-compensated for the impact, if 
any, of certain market factors, such as lack of liquidity. Simulated or hypothetical trading programs in general are also 
subject to the fact that they are designed with the benefit of hindsight. Specifically, Versor Investments continuously 
seeks to enhance its methodologies and therefore a survivorship bias is present as these hypothetical performance 
results are continuously updated to apply what Versor Investments believes to be the most optimal approach at that 
point in time. No representation is being made that any account will or is likely to achieve profits or losses similar to 
these being shown. An investment with Versor Investments is speculative and involves substantial risks; investors 
may lose their entire investment. No one should rely on any simulated performance in determining whether to invest 
with Versor Investments. 
Certain analysis or statements included herein may constitute forward-looking statements. The forward-looking 
statements are not historical facts but reflect Versor Investments’ current statistical conclusions regarding future 
results or events. These forward-looking statements are subject to a number of risks and uncertainties that could 
cause actual results or events to differ materially from history or current expectations. Although Versor Investments 
believes that the assumptions inherent in the forward-looking statements are reasonable, forward-looking 
statements are not guarantees of future results or events and, accordingly, readers are cautioned not to place undue 
reliance on such statements due to the inherent uncertainty therein. 
This document is confidential and is intended solely for the addressee. The information contained herein is 
proprietary and confidential to Versor Investments and may not be disclosed to third parties, or duplicated or used 
for any purpose other than the purpose for which it has been provided. Unauthorized reproduction or the distribution 
of this document (or any excerpts hereof) is strictly prohibited. The recipient agrees to dispose of this document 
promptly upon the request of Versor Investments. 
 
Australia Disclosures 
Australia Legal Disclaimer 
This document is issued by Versor Investments LP (“Versor Investments”), a U.S. investment adviser registered with 
the U.S. Securities and Exchange Commission. The information in this document (the “Information”) has been 
prepared without taking into account individual objectives, financial situations or needs. It should not be relied upon 
as a substitute for financial or other specialist advice. This document does not constitute investment advice or any 
offer or solicitation to sell investment advisory services in any jurisdiction in which an offer, solicitation, purchase or 
sale would be unlawful under the securities law of that jurisdiction. This document is directed at and intended for 
wholesale clients, professional clients, eligible counterparties and other “institutional investors” (as such term is 
defined in various jurisdictions). This document is provided on a confidential basis for informational purposes only 
and may not be reproduced in any form or transmitted to any person without authorization from Versor Investments.  
By accepting a copy of this presentation, you agree (a) that the Information is confidential and proprietary to Versor 
Investments , (b) to keep the Information confidential, (c) not to use the Information for any purpose other than to 
evaluate a potential investment in any product described herein, and (d) not to distribute the Information to any 
person other than persons within your organization or to your client that has engaged you to evaluate an investment 
in such product. This document is supplied on the condition that it is not passed on to any person who is a retail 
client. Past performance is not indicative of future results. Unless otherwise specified, investments are not bank 
deposits or other obligations of a bank, and the repayment of principal is not insured or guaranteed. They are subject 
to investment risks, including the possibility that the value of any investment (and income derived thereof (if any)) 
can increase, decrease or in some cases, be entirely lost and investors may not get back the amount originally 
invested. The contents of this document have not been reviewed by any regulatory authority in the countries in which 
it is distributed. Versor Investments accepts no liability whatsoever for any direct, indirect or consequential loss arising 
from or in connection with any use of, or reliance on, this document which does not have any regard to the particular 
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needs of any person. Versor Investments takes no responsibility whatsoever for any use, reliance or reference by 
persons other than the intended recipient of this document. 
Opinions and views expressed constitute the judgment of Versor Investments as of the date of this document, may 
involve a number of assumptions and estimates which may not be valid, are not guaranteed, and are subject to 
change without notice. Although the information and any opinions or views given have been obtained from or based 
on sources believed to be reliable, no warranty or representation is made as to their correctness, completeness or 
accuracy.  
The opinions and views herein are not intended to be recommendations of particular financial instruments or 
strategies to you. This document does not identify all the risks (direct or indirect) or other considerations which might 
be material to you when entering any financial transaction. You are advised to exercise caution in relation to any 
information in this document. If you are in doubt about any of the contents of this document, you should seek 
independent professional advice. 
 
Legal Disclaimer 
It is the responsibility of any persons wishing to engage investment advisory services to inform themselves of and to 
observe all applicable laws and regulations of any relevant jurisdictions. Prospective clients should inform themselves 
as to the legal requirements and tax consequences within the countries of their citizenship, residence, domicile and 
place of business with respect to the acquisition, holding or disposal of any investments in stock or bonds, and any 
foreign exchange restrictions that maybe relevant thereto. Versor Investments products or services are not registered 
for public sale in Australia, New Zealand or Papua New Guinea, respectively.  
The Information is provided for informational purposes only. 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. We believe the information provided here is reliable. The views and strategies described may 
not be suitable for all clients.  
References to specific securities, asset classes and financial markets are for illustrative purposes only and are not 
intended to be, and should not be interpreted as, recommendations.. 

 
Risks Associated with the use of AI tools 
The utilization of AI Tools in investment management, driven by advancements in computing technology and data 
analytics, is on the rise. These tools are applied to various aspects of portfolio management, trading, and portfolio risk 
management, with some market participants exploring increased autonomy. The Investment Manager integrates AI 
Tools for pre-trade analysis, trade execution, and post-trade analysis, encompassing descriptive, predictive, or 
prescriptive tasks. They are employed not only in quantitative or algorithmic trading but also in sophisticated 
fundamental analysis, including textual analysis, and optimizing asset allocations within the Fund's portfolio. It's 
important to acknowledge that while AI Tools offer advantages, potential risks exist. Many AI Tools are relatively recent 
developments and may harbor undetected errors, defects, or security vulnerabilities. Some errors may only surface 
after widespread use or substantial marketplace operations, potentially leading to significant financial losses, liabilities, 
or sanctions. The rapid execution capabilities of AI-integrated trading technology, particularly when combined with 
other algorithmic systems, can amplify the impact of these flaws. Additionally, certain technological and operational 
limitations may hinder or prevent human intervention. Investors considering initial or additional investments in the 
Fund should be aware of these risks associated with AI Tools and exercise caution. Careful due diligence and ongoing 
monitoring are advisable to mitigate potential drawbacks. 

Undetected Errors and Security Risks: AI Tools, being relatively recent developments, may harbor undetected errors, 
defects, or security vulnerabilities. Some issues may only surface after extensive use, potentially leading to substantial 
financial losses, material liabilities, or sanctions. The rapid integration of AI Tools into trading technology may magnify 
the impact of such flaws, especially when interacting with other algorithmic systems. 
Implementation Risk: Despite our commitment to implement AI Tools diligently, their use in portfolio management, 
trading, and risk assessment may produce results that do not align with our existing models or expectations, possibly 
resulting in losses to the Fund. If AI Tools are employed in line with the standard of care outlined herein, the Investment 
Manager will not be held liable for such losses. 
Regulatory Risk: Governmental entities are increasingly active in considering regulations and market restrictions on 
algorithmic and machine-assisted trading strategies. Such regulations may include requirements for pre-testing, 
automatic volume controls, or liability for negative market impacts. These rules might limit our ability to fully employ 
AI Tools, potentially affecting the Fund's performance. 
Interdependence and Opacity: Understanding and explaining the inferences made by most AI Tools can be 
challenging due to their complexity. As AI Tools rely on historical data, predicting their behavior in "black swan" events 
is difficult. This opacity can introduce risks, such as cascading market crashes, especially when multiple asset 
management companies use similar AI Tools. 
Incorrect Outputs: AI Tools may make erroneous decisions based on irrelevant data patterns. Complex analytical 
frameworks used by AI Tools can make it challenging to identify such errors, especially when integrating new data, 
which may differ from the training data. 
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Data Quality: AI Tools depend on the quality and sufficiency of data. Poor-quality data can lead to suboptimal 
performance. As AI Tools become more complex, identifying data-related issues becomes harder, potentially resulting 
in market instability. 
Learning Limitations: AI Tools lack human judgment and context, which may limit their effectiveness in certain 
environments. Learning limitations may affect strategic deployment and risk-based reviews, leading to unexpected 
issues. 
Potential Attacks: The use of AI Tools increases the risk of potential malicious attacks, including data privacy breaches, 
data poisoning, and model extraction. Such attacks may compromise data privacy, affect AI Tool performance, or lead 
to the extraction of investment models. These attacks can harm the Fund's investment performance. 
Bias Risk: AI Tools may amplify risks related to biased outcomes or discrimination. The evolving nature of data ethics 
and fairness introduces the risk of unfair outcomes. Governmental entities may impose restrictions on AI Tool use, 
potentially affecting Fund operations. 
Drift: Drift may introduce various errors and risks in AI Tools. Changing relationships between variables over time can 
impact tool accuracy. Detecting drift and mitigating associated risks is a priority, but it may be challenging to do so 
before losses occur. If monitoring is implemented in line with the standard of care outlined herein, the Investment 
Manager will not be liable for losses due to drift. 
Disclaimer: The use of AI Tools in investment management involves risks, and the effectiveness of these tools may 
vary. Investors should exercise caution and conduct thorough due diligence. The information provided is for 
informational purposes only and should not be considered as financial advice. Investment decisions should be made 
after consulting with qualified financial professionals and considering individual circumstances. Past performance is 
not indicative of future results.  
 


