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Hedge fund managers and investors are examining their exposures to 
Russian markets and downstream impacts following Russia’s brutal 
invasion of Ukraine. Putin’s war on Ukraine has also raised headline risk 
questions about investing in Russian debt and around sanctioned 
individuals that might be invested in funds, industry watchers said. 
 
Hedge funds are asking multiple questions stemming from the war, 
including what to do with Russian investments that have sharply fallen in 
value and could be very difficult to sell, what to do if they have Russian 
investors, and how to look at investing in Russian distressed debt, said 
Ernest Badway, an attorney at Fox Rothschild and co-chair of its 
securities industry law practice. 
 
“A lot of funds are double checking if they have Russian nationals invested 
in them. It’s more foreign funds than American-based funds,” he said. 
With a long list of U.S.-based companies across sectors pulling out of 
Russia or suspending business – including BP, the big four accounting 
firms, Visa, McDonald’s and others – headline risk is a big factor. 
 
“[Hedge funds] are more worried about reputational risk,” Badway said. 
 
Several hedge fund allocators told FundFire they had already asked their 
managers about potential exposure to Russian markets. While such 
exposure is typically small, allocators say it is difficult to ascertain the exact 
amount across the over $4 trillion hedge fund industry. 
In addition, hedge funds do not have to reveal who has assets in their 
funds, even to their own investors. 
 
A likely place to look for Russia exposure is in macro funds, emerging 
market debt funds and some volatility funds, sources told FundFire. 
Funds with Russia exposure – including EDL Capital's Global 
Opportunities Fund, funds at Pharo Management and the Brook 
Developed Markets Fund within Odey Asset Management – all took hits in 
recent weeks, Bloomberg first reported. Other funds holding positions in 
Russia and Ukraine include Amia Capital, which had exposure in 
Ukrainian bonds and warrants, and Polunin Capital Partners, which had 
exposure to Russian stocks, including Gazprom, the Financial Times 
reported. 
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The Russian Prosperity fund, from Prosperity Capital Management, a 
Russia-focused manager, was down over 50% through February 24, 
according to an HSBC performance report seen by FundFire. The Financial 
Times reported that Prosperity has suspended redemptions. 
Managers were already expecting longer-term impacts across a variety of 
sectors as the war entered its 14th day Tuesday. 
 
There will likely be ripple effects – growth could slow and consumers would 
feel an impact, said Sean Gallagher, founder and CIO of Connacht Asset 
Management, a long/short equity fund that has no exposure to Russia. 
“It puts the market in a tough spot. And I think [the war] will be more 
protracted and oil prices can remain quite elevated for quite some time,” he 
said. 
 
Hedge fund managers investing in commodities pointed to impacts across 
many investments, including oil and gas, coal and nickel, as well as assets 
related to the green energy transition. 
For commodities exposure, there is not going to be a quick reset back to 
normal, said Matt Zabloski, founder of Vancouver-based Delbrook 
Capital Advisors, an approximately $350 million manager focused on 
metals and mining sectors. Sanctions and relations with Russia will impact 
the export of raw materials, he added. 
 
“These are markets that can be fruitful for those who can tactically change 
exposure,” he said. 
Delbrook has shorted some companies with assets in Russia, Zabloski 
said, and is looking at opportunities in Europe more. Zabloski gave the 
example of high amounts of lumber coming from Russia and Belarus and 
the need to now look at investing in Nordic countries to make up for 
shortfalls. 
 
“No matter where you look, everything seems to be upset and facing a new 
reality and a shift that is dramatic in nature,” said Juan Penelas, co-
founder of e360 Power, an approximately $265 million hedge fund focused 
on electricity, natural gas and related areas that was up approximately 30% 
through the end of February. e360 is not exposed to Russia in any way, 
Penelas noted, but does have European exposure. 
Penelas said the long-term consequences of the war are still unclear, but 
added that it could lead to a reordering of energy globally. 
“All of it is fluid… There is a lot of volatility that remains and a lot of 
questions that remain unanswered,” he said. 
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