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The money-management industry’s push to bring hedge-fund-style trading to the 
masses has suffered a setback. 



Investors yanked more than $5 billion so far this year from the largest and most popular 
“liquid-alternative” mutual fund as losses mounted on bad bets tied to the global 
economy, according to fund-research firm Morningstar Inc. Assets in the MainStay 
Marketfield fund have fallen 45% from a February peak of $21.5 billion.    

The fall is a blow to a segment of the investment world that has exploded in popularity. 
Liquid-alternative funds mimic hedge funds by using strategies such as buying stocks 
while betting against others, and investing in futures, commodities and other derivatives. 
Proponents say the funds offer affordable access to once-exclusive investing tactics 
that protect against volatility in the financial markets. Critics say they foist too much risk 
and complexity on relatively unsophisticated investors.  

MainStay Marketfield, controlled by a unit of New York Life Insurance Co., was “this 
huge success story,” said Morningstar analyst Josh Charney, but its stumble “highlights 
that the strategy is a lot riskier than people think.” 

Before 2014, investors were clamoring to get into liquid-alternative funds as they 
committed a total of $40 billion in 2013, up from $14.6 billion the year before, according 
to Morningstar. A number of high-profile money managers, including Goldman Sachs 
Group Inc. and Bank of New York Mellon Corp., recently have rolled out alternative 
products.  

But the Securities and Exchange Commission this year launched a broad examination 
of the funds, which oversee $162 billion, to better understand how they operate. 
MainStay Marketfield hasn’t been included in that review, a fund spokeswoman said. 
The SEC couldn’t be reached for comment. 

The largest mutual-fund company, Vanguard Group, also told The Wall Street Journal 
earlier this year that it is avoiding an expansion into such products because it views the 
funds as too expensive and complex.  

Through November, investors have put a total of $18 billion in alternative funds for the 
year, but during the months of October and November they pulled about $2.5 billion. 
The problems at MainStay Marketfield helped to chill demand. The fund lost 12.4% this 
year through Dec. 24, compared with a gain of 14.9% for its benchmark, the S&P 500 
index. As a whole, alternative funds such as MainStay Marketfield that take long-term 
positions on some stocks while betting against others have lagged behind the S&P 500 
in all but two months this year, according to Morningstar.  

“It’s just been a terrible year,” said MainStay Marketfield manager Michael Aronstein. 
“My performance has been horrendous.” 

James Kinney, a financial planner in New Jersey, said he sold the remainder of his 
entire investment on behalf of clients in MainStay Marketfield earlier this month after 
becoming frustrated with poor returns and the expense. Liquid alternative funds, while 
cheaper than hedge funds, are generally more expensive than traditional mutual funds.  
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“This move toward liquid alts is unnecessary,” said Mr. Kinney, who also sold his 
positions in another liquid-alternative fund. “Overhyped, overpriced and 
underperforming,” he said. 

MainStay Marketfield gained prominence by posting big returns in the wake of the 2008 
financial crisis and beating other similar funds for five years. Its manager appears 
frequently as an expert on financial television, and by 2013 MainStay Marketfield was 
the industry’s largest alternative fund, with more than $19 billion in assets. 

But in 2014, MainStay Marketfield stumbled on a bet tied to global inflation, according to 
Morningstar. The fund holds a large chunk of its portfolio in companies such as Beacon 
Roofing Supply Inc. and Eagle Materials Inc., which sell basic materials like roof 
shingles and concrete, and its manager believed those companies’ stocks would rise as 
global demand increased.  

The opposite has happened, and both companies’ stocks are down this year through 
Dec. 22. 

In a recent report, Morningstar downgraded the MainStay Marketfield fund to neutral 
from bronze, one of Morningstar’s higher ratings, citing concerns about the fund’s “risk 
management” process. The fund’s s, Morningstar said, are “significant” and total assets 
are down to about $12 billion. 

Mr. Aronstein said the fund has backed off on some of its bets tied to inflation but he 
declined to detail what the fund plans to invest in going forward. He doesn’t believe his 
fund’s problems reflect those of the entire industry.  

“Personally, it’s been difficult,” he said. “I feel a strong sense of responsibility to the 
people who have invested with us.” 

Not all investors are bailing: Treven Ayers, a wealth manager in Charlotte, N.C., said he 
is a long-term believer in Mr. Aronstein and his team, holding about $2 million in the 
fund. 

“We expected this kind of underperformance at some point in the fund’s life and 
welcome the opportunity to add to client positions,” he said. 

Anthony Ogorek, a financial adviser in Buffalo, N.Y., said he has held as much as $30 
million of client money with MainStay Marketfield for years, in part because Mr. 
Aronstein and his team provided lots of information when responding to his questions. 

But fed up with poor performance, Mr. Ogorek said he has pulled his money from 
MainStay Marketfield and is planning to invest in liquid-alternative funds “in a much 
more constrained fashion,” going forward. 

Write to Kirsten Grind at kirsten.grind@wsj.com  
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