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Liquid Alternatives: Upswing solidifies

Market volume reaches record high — H1 return at 4.16%

About the Lupus alpha Liquid Alternatives study

Since 2008, Lupus alpha has been evaluating Absolute Return and Liquid Alternatives Funds based on data from
LSEG Lipper. The present study covers UCITS-compliant funds with an active management approach that are
authorised for distribution in Germany. The study focuses on market size, development and composition,
performance in the investment segment and individual strategies, as well as risk indicators. The three levels
examined are the investment universe, strategies within the universe, and funds within the strategies. A
distinction is made between 15 strategies (see glossary, page 12) with a total of 727 funds.

SUMMARY

Liquid Alternative strategies within a UCITS wrapper managed more capital in the first half of 2026 than ever
before: with a market volume of EUR 296.4 billion, the asset class exceeded its previous record high from 2019
(EUR 274.3 billion) for the first time. Compared to the end of 2025, this represents an increase of EUR 37.5
billion, or 14.5%. This development was driven by sustained strong net inflows and solid performance. The
turnaround initiated in 2024 and confirmed in 2025 has thus solidified into a structural upswing, and the
confidence crisis of the 2022/2023 rate-hike years has been overcome. For the first time since 2022, the
number of funds also grew again, rising by 14 to 727.

Net inflows accelerated: over six months, the segment received EUR 21.5 billion in net inflows — already more
than 80% of the entire record year 2025 (EUR 26.4 billion). Demand was exceptionally broad-based: every
month of the half-year recorded positive net flows, and 13 of the 15 strategies attracted net inflows. The
largest inflows again went to Absolute Return Bond (+EUR 8.7 billion). Institutional share classes accounted
for around 60% of inflows; their share of market volume is back above half of the segment at 50.1%. At the
same time, concentration increased: 70.1% of inflows went to the largest 5% of funds alone.

Performance was equally strong: on average across all funds, Liquid Alternatives achieved a return of 4.16%
in the first half of 2026 (H1 2025: —1.87%). 83.4% of funds posted a positive result. The asset class thus
positioned itself in its classic role between equities (MSCI World, EUR-hedged +9.47%) and euro government
bonds (+1.28%). Over the longer term too, the segment impresses with 6.40% p.a. over three years and 5.08%
p.a. over five years — clearly ahead of euro government bonds, which still have not recouped losses from the
2022 rate-hike year.

In periods of weakness, Liquid Alternatives demonstrated their stabilising effect: 11 of the 15 strategies kept
their average maximum losses below the maximum drawdown of the MSClI World. The most defensive
profiles were again the two fixed-income strategies Alternative Credit Focus (-2.2%) and Absolute Return
Bond (-3.0%). Over five years too, 12 of the 14 strategies with a five-year history show lower maximum losses
than global equities.

MARKET DEVELOPMENT
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Absolute Return gains breadth again

The number of funds in the investment universe examined rose by 14 to 727 in the first half of the year. This
means the segment recorded growth again for the first time since 2022. 30 new funds came to market, while
16 left the data set. A trend reversal is evident in the development of the two major sub-segments: while
Alternatives concepts remained almost unchanged at 492 funds, the number of Absolute Return concepts rose
for the first time in four years, up 12 to 235 funds (+5.4%). The ratio of roughly one-third Absolute Return to
two-thirds Alternatives thus remains in place.

The number of funds picks up again
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Market volume reaches an all-time high

The market volume of Liquid Alternatives rose by EUR 37.5 billion in the first half of the year to EUR 296.4
billion (+14.5%), marking an all-time high. For the first time, the asset class has exceeded its previous record
high from 2019 (EUR 274.3 billion). As recently as the end of 2023, at the low point after the rate-hike turn,
the segment managed EUR 231.6 billion. Within two and a half years, the volume has thus grown by around
EUR 65 billion (28%).

Both sub-segments contributed to this growth: Absolute Return funds rose by EUR 16.0 billion to EUR 113.4
billion (+16.4%), while Alternatives concepts rose by EUR 21.5 billion to EUR 183.0 billion (+13.3%). The
increase was fuelled both by net inflows (EUR 21.5 billion) and by positive performance of the investment
segment (4.16%).

This development shows that Liquid Alternatives have not only recovered from the confidence crisis of the
2022/2023 rate-hike years but have cemented their role in investors’ strategic asset allocation. Given
persistently high equity market valuations and diverse geopolitical uncertainties, investors are evidently
increasingly turning to strategies with high diversification potential.

The trough after the rate-hike turn has been overcome
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Absolute Return grows faster

In terms of market distribution, the trend observed since 2024 continues: Absolute Return strategies keep
expanding their share of assets under management — from 34.6% (2024) to now 38.3%. Measured by fund
numbers, however, the ratio remains stable at around one-third Absolute Return to two-thirds Alternatives.
Absolute Return funds are thus on average significantly larger and growing faster. This reflects strong demand
for concepts aiming for consistently positive returns.

Alternatives dominance persists

Market distribution by number of funds Market distribution by AUM
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Institutional share classes back above the 50% mark

Assets under management in institutional share classes rose by EUR 20.7 billion in the first half of the year to
a record EUR 148.4 billion (+16.2%). Institutional investors thus once again account for more than half of
market volume, at 50.1% — up from 49.3% at the end of 2025 and the previous high of 51.7% at the end of
2024. Non-institutional volume also grew strongly, by 12.8% (+EUR 16.8 billion), so the shift in market shares
is moderate: the upswing in the asset class is being carried by both investor groups.

Within the institutional segment, EUR 58.1 billion is attributable to Absolute Return concepts and EUR 90.4
billion to Alternatives. Both sub-segments recorded growth of around 16% compared to the end of 2025.

Institutional market volume reaches a new high

Liquid Alternatives Study | August 2026 Page 3 of 13



Lupus alpha

100% A r 160

- 140
80% - ’
L 120

60% - I 100

- 80
35,4%
32,6% 30 gy 32.6% >

L 30,0% L 60

40
20% A
20

0% -

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

I |nst. share classes in EUR bn =g |t share classes in %

Inflows and outflows

Strong momentum accelerates further

Following the turnaround in the second half of 2024 and the previous record year 2025 (EUR 26.4 billion in net
inflows), momentum has picked up further: by the end of June, the asset class had received EUR 21.5 billion in
net inflows — already more than 80% of the entire prior-year volume. The segment recorded net inflows in
every one of the six months of the first half-year. This underscores the trend that emerged in the previous
year: investors are returning to this asset class on a sustained basis.

Broad-based demand: 13 of 15 strategies with net inflows

Investor demand is broadly spread: 13 of the 15 strategies recorded net inflows, with only two experiencing
minor outflows — Alternative Event Driven (—EUR 0.70 billion) alongside Alternative Equity Leveraged (—EUR
0.32 billion). Absolute Return Bond remains at the top with inflows of EUR 8.7 billion (+13.6%). It is followed
by Alternative Long/Short Equity and Alternative Equity Market Neutral, two equity strategies with controlled
market risk.

Net fund flows by strategy (in EUR billion)

Top 5 Flop 5

Absolute Return Bond 8.69 Alternative Event Driven -0.70
Alternative Long/Short Equity 4.29 Alternative Equity Leveraged -0.32
Alternative Equity Market Neutral 3.08

Alternative Multi Strategies 2.81 Alternative Dedicated Short Bias 0.01
Alternative Managed Futures 1.10 Alternative Cryptocurrency 0.01

Fixed Income, with the two strategies Absolute Return Bond and Alternative Credit Focus, attracted EUR 9.3
billion and remained the most important driver of inflows. At the same time, the strong demand for Equity
Market Neutral, Long/Short Equity and Managed Futures shows that investors are broadening their allocation
beyond pure fixed-income strategies.

The following chart illustrates the net effects by month. In total, the Liquid Alternatives segment received gross
inflows of EUR 47.9 billion in new money (green bars), while EUR 26.5 billion flowed out (red bars). This results
in net inflows of EUR 21.5 billion. A notable feature across the individual months of the first half-year is the
comparatively strong outflows in March. Even though Liquid Alternatives tend to offer a more defensive risk
profile than classic long-only strategies, investors temporarily reduced their risk positions after the outbreak
of the war in the Middle East due to increased market uncertainty.
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Strong net inflows with a small dip in March
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Institutional investors dominate inflows

Of the net inflows in the first half of the year, around EUR 13.0 billion (60.4%) went to institutional and EUR
8.5 billion (39.6%) to non-institutional share classes. Institutional investors are thus driving the upswing more
strongly than in the second half of 2025, when both groups were roughly level. At the strategy level,
institutional investors again focused on Absolute Return Bond (+EUR 5.1 billion) and Alternative Equity Market
Neutral (+EUR 2.5 billion).

Inflows more strongly concentrated among a few providers

Even more than in the previous year, inflows benefited large providers: 70.1% of net inflows in the first half of
the year went to the top 5% of funds by volume alone (full-year 2025: 44.2%). The top 20% attracted 81.7% of
inflows, while the lower half of the universe received 8.4%. The upswing in the asset class is thus also a process
of concentration: investors prefer to allocate to established, high-volume products with a long track record.
This once again highlights the limited market penetration of smaller providers.

Dominant market leaders with even higher inflows
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MARKET STRUCTURE

High market concentration remains a defining feature of the segment

The already high concentration among providers has increased further: the largest 5% of funds now manage
49.2% of total market volume (full-year 2025: 47.4%) — more than double the smallest 80% (20.6%). Fund sizes
underline this picture: 90.5% of all funds manage less than EUR 1 billion, and 80.0% even less than EUR 500
million. Of the 727 funds in total, only 64 manage more than EUR 1 billion.

Market concentration continues to increase

Market volume by fund size

0,
100% - 95,2%

79,4%

80%
60%
40%

20,6%
20%

0%

Top 5% Top 10% Top 20% Top 50% Bottom 80%

Absolute Return Bond extends its lead — Equity Market Neutral overtakes Credit Focus

Absolute Return Bond remains by far the largest strategy in the investment universe examined, with a market
share of 24.8% (end of 2025: 24.2%), and continues to extend its leading position. It is followed by Alternative
Multi Strategies at 19.0% (20.2%) and Absolute Return at 13.5% (unchanged). The two fixed-income strategies
Absolute Return Bond and Alternative Credit Focus together account for 31.4% of market volume, underscoring
the central role of defensive bond strategies in the segment.

The three largest strategies account for almost 60% of assets in the asset class

Alternative Equity
Alternative Long/Short Equity, Market Neutral,
10,6% 7,3%

Alternative Multi Strategies, 19,0% Alternative

Alternative Managed
Event Driven, Futures,
3,9% 3,5%

Alternative Global Alternative
Absolute Return, 13,5% Macro, 4,1% Other, 3,4% Rest, 3,2%
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PERFORMANCE
Strong half-year: 4.16% on average across all funds

After a mixed 2025 (first half —1.87%, full-year +1.99%), which was weighed down in part by the historic dollar
weakness, Liquid Alternatives bounced back in 2026: 83.4% of funds closed the first half of the year with a
positive result. On average across all funds, the asset class achieved a performance of 4.16% in the first half of
the year.

H1 2026 performance raises expectations

2019 2020 2021 2022 2023 2024 2025 2026 (YTD)

6.64% 1.34% 6.71% -1.49% 5.28% 9.26% 1.99% 4.16%

Liquid Alternative strategies are thus once again taking up their classic position between equities and bonds, as
the following chart shows.

Absolute Return and Alternatives funds perform between equities and bonds
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Convincing figures over the medium and long term too

Over the longer observation periods, the asset class underscores its role in the portfolio: the share of funds with
positive performance stands at 88.2% over one year, 91.2% over three years and 89.2% over five years. Over
three years, Liquid Alternatives achieved a return of 6.40% p.a., clearly ahead of euro corporate bonds (4.96%
p.a.) and euro government bonds (2.75% p.a.).

Solid performance over 3 years (each as of 30 June)
Performance 3 years p.a.
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Clearly ahead of euro bonds over five years

Over five years too, Liquid Alternatives confirm their stabilising role between traditional asset classes: with a
return of 5.08% p.a., they are only narrowly behind unregulated hedge funds (6.00% p.a., in USD), but clearly
ahead of euro corporate bonds (0.16% p.a.) and euro government bonds, which at —2.04% p.a. still have not
recouped price losses from the 2022 rate-hike year. As expected, the hedge fund strategies within a UCITS
wrapper do not match the above-average performance of equity markets — Euro Stoxx 50 at 11.94% p.a. and
MSCI World (EUR-hedged) at 10.50% p.a. — though this comes with significantly lower maximum losses (see risk
assessment).

On par with unregulated hedge funds over the long term (30 June)

Performance 5 years p.a.
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Trend followers stage a comeback — leveraged strategies again at the extremes

At the level of individual strategies, the usual wide range of performance is evident. Alternative Managed
Futures achieved the best half-year result of all unlevered strategies with a median return of 7.7%, marking a
comeback after a weak 2025. Trend-following models were evidently able to successfully capture the market
movements of the half-year. As expected, the two leveraged strategies mark the poles of the spectrum:
Alternative Equity Leveraged reached a median of +13.3% (best fund: +41.5%), while Alternative Dedicated Short
Bias brought up the rear with a median of —5.9%.

The fixed-income strategies delivered solid but largely unspectacular results: Alternative Credit Focus achieved
a median of +1.7%, Absolute Return Bond +1.1% — both with the usual narrow dispersion: for Absolute Return
Bond, the best fund (+6.8%) and weakest fund (—3.4%) are just over ten percentage points apart. At the other
end of the dispersion scale are Alternative Managed Futures (—19.1% to +28.3%) and Alternative Long/Short
Equity (—20.7% to +25.3%), with ranges of more than 45 percentage points. The wide dispersion within strategies
once again underscores how crucial careful fund selection is for investment success.

Dispersion within the strategy in H1 2026
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RISK ASSESSMENT
Drawdowns lower than in the equity market

The risk assessment for the first half of the year also confirms the strengths of the asset class: 11 of the 15
strategies kept their average maximum losses below the drawdown of the MSCI World (EUR-hedged: —8.5% year
to date). The smallest setbacks were recorded by the two fixed-income strategies Alternative Credit Focus (-
2.2%) and Absolute Return Bond (-3.0%), as well as Alternative Currency Strategies
(=2.4%). They are thus at a similar level to euro bonds (—3.0%). As expected, significantly higher maximum losses
were seen in the two leveraged strategies Alternative Equity Leveraged and Alternative Dedicated Short Bias, as
well as Alternative Cryptocurrency.

Almost all strategies were able to effectively limit their drawdowns in the first half of the year
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Over five years, the stabilising role of Liquid Alternative strategies becomes even clearer — this period also
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Drawdown-adjusted returns reveal clear clusters
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The chart plots the average annual return of the past five years against the average maximum drawdown. The
dashed lines mark different ratios of return to maximum drawdown. A value of 0.5, for example, means that a
return of 10% p.a. is offset by a maximum drawdown of 20%. In other words, one percentage point of annual
return in this case costs two percentage points of maximum drawdown.

The MSCI World (EUR-hedged) achieves a ratio of just under 0.5, with a return of around 10.5% against a
maximum loss of about 24%, setting a demanding reference point. A cluster with a comparatively favourable
ratio of return to maximum drawdown is formed by the three strategies Alternative Multi Strategies, Alternative
Equity Market Neutral and Alternative Credit Focus. Outside the axes shown are the two leveraged strategies
Alternative Dedicated Short Bias and Alternative Equity Leveraged.

Ratio of five-year return to maximum loss
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Sharpe ratios: solid return-risk profile across the board

In the first half of 2026, 62.5% of funds achieved a positive Sharpe ratio. 30.3% reached a value above 1,
representing a very good return-to-risk ratio. Over one year, 72.1% of funds show a positive Sharpe ratio (38.2%
with a Sharpe ratio above 1), and over five years the figure is 71.1% (6.9% above 1). At the strategy level,
Alternative Credit Focus (average Sharpe ratio 0.63), Alternative Equity Leveraged (0.55), Alternative Event
Driven (0.44) and Alternative Equity Market Neutral (0.43) deliver the best risk-adjusted results over five years.

COSTS

On average across all strategies, costs remain at a largely stable level. They currently stand at around 1.48%, in
line with the long-term average.
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Glossary*

Absolute Return fund

Absolute Return funds are regulated UCITS investment funds that aim to generate positive returns in all market phases —
independent of the performance of traditional long-only market indices. They must make use of derivatives for implementation.
In addition, the fund must include the words “Absolute Return” or a similar designation in its name or investment objective.

Alternatives funds

Alternatives funds include a variety of hedge fund-like strategies in regulated, liquid UCITS structures. Their goal is not necessarily
a positive absolute return, but rather to take advantage of specific market opportunities. They are characterised by a high degree
of strategic freedom and can use different asset classes and manage their exposure flexibly. The use of leverage or derivatives is

also possible.

Absolute Return

Absolute Return
Bond

Alternative Credit
Focus

Alternative Currency
Strategies

Alternative
Cryptocurrency

Alternative Dedicated
Short Bias
Alternative Equity
Leveraged
Alternative Equity
Market Neutral
Alternative Event
Driven

Alternative Global
Macro

Alternative
Long/Short Equity

Alternative Managed
Futures

Alternative Multi
Strategy
Alternative Relative
Value

Alternative Other

Funds that aim to achieve a positive absolute return regardless of market movements. They are
usually measured against a risk-free or cash benchmark instead of a traditional long-only benchmark.
Funds that pursue positive return targets in all market situations with long or short investments and
invest primarily in bonds.

Funds investing in credit-structured vehicles based on fundamental and quantitative analyses to
benefit from changes in credit quality, spreads and market liquidity.

Funds that invest in global currencies, use arbitrage opportunities and take into account interest
rates, momentum or fundamental expectations.

Funds with significant (>50%) direct or derivative exposure to cryptocurrencies.

Funds that maintain a net short profile on the market on an ongoing basis. This category also includes
funds that exclusively take short positions.

Funds that seek leveraged equity exposure. They use a customised combination of futures contracts,
derivatives and leveraged products to achieve this.

Strategies that deliver consistent returns through long/short positions in both upward and downward
markets and seek neutral overall market risk.

Funds that exploit price inefficiencies around corporate events such as mergers, acquisitions,
restructurings or insolvencies.

Funds that make their global investment decisions based on macroeconomic analysis. Typically,
strategies are based on interest rate expectations, expectations on political developments and other
macroeconomic and systemic factors. Global Macro funds typically use a wide range of instruments
and investment universes to implement their investment ideas.

This strategy uses both long and short positions in equities, equity options and equity index options.
The portfolio manager can decide whether the net position of their fund is positive or negative
depending on their market view.

Funds that primarily invest in a portfolio of futures contracts and aim to generate positive returns
that are independent from the market in any situation with limited volatility. Investment approaches
are trading strategies that may include long and short positions.

Funds that combine several hedge fund-like strategies to take advantage of diversified, independent
sources of return.

Options and arbitrage strategies are applied to highly correlated pairs of securities to exploit price
differences. In such cases, the funds sell the more expensive security (short position) while taking a
long position in the relatively cheap security.

Alternatives strategies that are not clearly attributable to any of the defined categories or that have
not yet been assigned due to a re-launch.

*Definitions according to LSEG Lipper (abbreviated)

Contacts
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Michael Lichter, CFA

Product Management

+49 69 365058 7452
michael.lichter@lupusalpha.de

Daniel Rieger, CESGA
Product Management

+49 69 365058 7450
daniel.rieger@lupusalpha.de

About Lupus alpha

As an independent, owner-operated asset management company, Lupus alpha has stood for innovative,
alternative investment solutions for more than 25 years. Lupus alpha is one of the pioneers of European Small
& Mid Caps in Germany and one of the leading providers of volatility and capital protection strategies as well as
securitised corporate loans (CLOs). The specialised product range is rounded off by global convertible bond
strategies and risk overlay solutions for institutional portfolios. The Company manages a volume of EUR 15
billion for institutional and wholesale investors.

For further information, visit www.lupusalpha.de.

Disclaimer: This document serves as a study for general information purposes and is not mandatory in
accordance with investment law. The information presented does not constitute an invitation to buy or sell or
investment advice. It does not contain all key information required to make important economic decisions and
may differ from information and estimates provided by other sources, market participants or studies. We accept
no liability for the accuracy, completeness or topicality of this study. All statements are based on our assessment
of the present legal and tax situation. All opinions reflect the current views of the Company and can be changed
without prior notice.

Lupus alpha Investment GmbH

Speicherstralle 49-51
D-60327 Frankfurt am Main
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