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The Hot Hedge Fund Strategy
Triggering a Pay Bonanza

for Traders
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As the competition for talent reaches new extremes,
‘interception trades’ between rivals are heating up.
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Millennium Management just got “gazumped.”
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A big-deal new hire, Tarun Tyagi, recently quit before even
starting his new job at Millennium. The currency trader
jumped back to his previous firm Capula Investment

Management, undeterred by a penalty tied to tearing up his

contract with billionaire I1zzy Englander’s giant hedge fund
firm. His old-employer-turned-new-employer even defrayed
the cost of what Millennium offered him to sit out during his
gardening leave.
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So it goes across the hedge-fund industry these days as the
fight for talent reaches new extremes. Gazump — the latest
term on many lips — is a Britishism from real estate. It refers
when a seller accepts a buyer’s offer, then accepts another o1
from someone else before the deal is done.
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Just how much gazumping is going on is unclear. But hedge
funds are increasingly using such maneuvers, a practice that



has become a vicious price spiral, people in the industry say.
Some traders now are securing pay packages of $50 million c
more, recruiters say. A senior portfolio manager was recently
lured by a New York hedge fund with guaranteed payouts
totaling $120 million. Even some traders losing tens of millioi
of dollars at one firm are prized recruits at another.
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The downside: Clients end up footing the bill, in the form of
opaque “passthrough” fees. Combined with performance
charges, those fees can devour half or more of their annual
gross returns, industry insiders say.
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Hedge funds have been trying for years to lock down their st:
traders. Many have expanded and tightened noncompete
agreements, longtime industry fixtures. Contract clauses to
claw back pay, defer bonuses and impose break-up penalties
are designed to make people think twice about jumping ship
Some have imposed terms that require departing traders to
disclose their destination even before they sign a contract an
give the current employer a one- to two-week window to try



and retain them.
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Enter the “interception trade,” another recent addition to the
hedge-fund lexicon. The term refers to a burgeoning sub-
market for talent in which employers target employees who
have already agreed to join another firm. It all comes down t
timing. Employers must strike at the precise moment a
potential hire’s noncompete agreement expires, or even just
before. One recruiter has started to keep a list of people he’s
placed in new jobs along with the dates their mandated leave
expire, in case new, more lucrative opportunities come up.
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Jason Kennedy, a London-based recruiter, is blunt about

what’s going on. He likens it to breaking up with someone
you’re engaged to marry. In financial markets, options lose
value as they approach their expiration date. With traders, it
just the opposite. Their value goes up as their forced leave



runs out.
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“The less gardening leave he has, the more valuable he
becomes to the buyer,” Kennedy says.

M b IR, XSRS E ., R el .

According to recruiters, who have their own dogs in this figh
it’s a sellers’ market out there. When Eisler Capital shut dow:

last year, rivals paid above-market rates for several of its
employees. That’s because they came with no strings
attached. Free of noncompete agreements, the employees
could start immediately.
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The ultimate irony? Eisler Capital said spiraling pay in the

industry was one of the reasons it had to close.
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Millennium had been waiting a year for Tyagi to arriv
an email from him landed. He wasn’t coming after all

had effectively paid him not to work for a year - and t



hired him back.
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Tyagi isn’t the only one. Tom Eason, a former managing
director at Goldman Sachs Group Inc., had signed up to join

Balyasny Asset Management and then got intercepted by
Citadel. Ylan Adler, head of commodities at SPX Capital,
agreed to join Millennium in Dubai but ended up joining

Citadel in Miami. Former Millennium money manager Stanle
Sheriff agreed to join Diego Megia's spinout Taula Capital

Management, then switched to Balyasny. Taula managed to

win him back and he accepted the offer, but soon changed
course again and ultimately joined Balyasny.
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Traders Intercepted
Hiring traders who have already signed with rival firms is becoming popular

Name Previous Firm Planned to Join Actually Joined
Aaron Czik Citadel Jain Global Walleye

Agam Kothari Brasil Warrant ExodusPoint Balyasny

Beat Ammon Hudson River Trading DE Shaw QRT

Bernard Bergeron Jump Trading QRT Virtu

Brian Palans Citadel Millennium Balyasny

Jared Hade (CFO) Balyasny Point72 Walleye

Kevin Li Citadel Securities Tower Research Cubist (Point72)
Mehdi Belhachmi Morgan Stanley Goldman Sachs Taula

Stanley Sheriff Millennium Taula Balyasny

Tarun Tyagi Capula Millennium Capula

Tom Eason Goldman Sachs Balyasny Citadel

Yash Gupta Citadel Millennium Citadel

Ylan Adler SPX Capital Millennium Citadel

Note: Bloomberg reporting
Source: Bloomberg
Bloomb

Source: Bloomberg gi§: & EH:
Note: Bloomberg reporting
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Representatives for the firms and people named in the story
declined to comment.
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Even Kennedy, the recruiter, says he’s gotten gazumped. Afte
spending four years trying to find the perfect job for a trader
the candidate bolted to a rival the week he was supposed to
start, for four times the money. After promising to cover
Kennedy'’s loss, the trader ghosted him.
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None of this surprises people who work at hedge funds, whe
loyalty usually boils down to money. Sure, some jump ship o
change their minds about leaving a job for less mercenary

reasons. Maybe they like their bosses, or their co-workers are
nice, or they decide the new job doesn’t look so great after al
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In one instance, Jared Hade, who was set to assume the role «
chief financial officer at Point72 Asset Management last year,
headed to Walleye Capital instead to join his former Balyasny
colleagues Thomas DeAngelis, Matthew Giannini and Anil
Gondi.
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Dmitry Balyasny, co-founder, chief investment officer and
managing partner at Balyasny Asset Management.
Photographer: Jeenah Moon/Bloomberg
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Sometimes, during gardening leave, traders find the firm the
agreed to join has changed course or is showing early signs o
stress. Some traders may be too valuable to lose: Mehdi
Belhachmi, the veteran Morgan Stanley trader en route to

Goldman Sachs, became a poaching target for several hedge
funds before Taula stepped in to snag him.
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But money is money. {HER#E R4k,

“You’re talking about a group of people who are economic
animals,” says Marc Greenberg, a former managing director ¢

Point72 who now trains traders. “They’ll pay lip service to
quality of life and where they live and the type of people that
they’re working for, but at the end of the day, one of the
reasons the large firms have been so successful is because thy
can pay more.”
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In the old days, before noncompete agreements and forced
leave became so commonplace, people changed jobs
whenever they felt like it. The market in hedge-fund labor we
quick and efficient. Few employers felt the need to pay above
market prices.
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Not anymore. When ExodusPoint Capital Management opent

in 2018, it imposed a then-standard three-month exit clause.
Today, it demands a year or more. Citadel’s gardening leave

can run for 18 months. BlueCrest Capital Management string:
out deferred compensation for two years, and people who



quit before that time end up forfeiting their payouts.
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Locked in Litigation ¥R[EJFiA

No surprise, lawsuits are flying. Marshall Wace and Citadel a1

currently locked in litigation involving Daniel Shatz, a
portfolio manager who jumped to the former from the latter

last year. Citadel has claimed that Shatz took away trade
secrets, while Marshall Wace has accused Citadel of “bullying
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And it’s not just hedge funds. Two years ago, Jefferies
Financial Group Inc. got a win in federal court in its push to
collect $4 million from a high-profile investment banker who

reneged on his promise to join the firm.
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Ken Grifﬁn, founder and CEO of Citadel. Photgrapher:
Chandan Khanna/AFP/Getty Images
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Where will the crazy pay-flation end? For now, recruiters jus
keep sweetening the pot. To clinch a deal, one recruiter
promised to cover the cost of a night nurse of a money
manager’s newborn; offered one of the new dad’s colleagues
an analyst, $1 million to try to persuade him to take the job;
and then threatened to poach the man’s entire team when th
money manager turned him down.
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A few years ago, Millennium handed David Lipner, a longtim
portfolio manager, a one-year paid sabbatical to stop him fro
walking out the door. Alfonso Peccatiello, who once ran a $2
billion portfolio at ING, was offered $300 million in capital la
year and a team-building budget — on the condition he shut
down his research firm and went dark on social media.

JUAERT, T34 (Millennium) 984 FR IR AL EH K.
&4 (David Lipner) Jg—4F8H gk MR, DAHm e . |
IR R M EFIRYE (Alfonso Peccatiello) 45 ING jiE T 2C
CETTHBRA S, RAEMIRNG 3 123€ /) Ja 39 4 K A B
WE—— (B EMCHH H CIRF R AR, FREA A A L
ORFFARIE o

Denise Shull, a psychologist who coaches hedge fund

managers, sees similarities to professional sports. Some
rivalries - Real Madrid vs Barcelona, the Boston Red Sox vs t}
New York Yankees - run deep. Some investment firms simply
want to ice out competitors, whether or not it makes good
business sense.

FHe22-#7/R (Denise Shull) J&— &% A% vp i 4 L HE LS
SHIOHYER, WX SRR ET RAEMLZAL. L3555
Z——bin B R TR MBI PRk AT 41445
FEBN——HR O A AL AR R BHE ST, BikiX
FEMCRE A5 A R LZ 4

Shull draws another parallel too, this one from evolutionary
biology. She points to what’s known as mate guarding. That’s
when people break up with their partners but still feel



possessive about them.
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“They don’t want anyone else to be in a relationship with tha
partner either,” Shull says.
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Who picks up the tab for the ego-flexing? Clients, of course.
They rarely see an itemized bill, however. Most focus on one
thing: a fund’s return, net of fees. They may be unaware
exactly how much the firms are passing on as cost of all that
gazumping.
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“Hedge funds wrote the book on shorting stocks where

spending gets out of control,” says Andrew Beer, founder of
Dynamic Beta Investments, which tries to replicate hedge

fund returns at lower cost. “Their clients apparently skipped
that one.”
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