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Manager Looks Past Morgan Stanley

A managed-futures shop that has run money exclusively for
Morgan Stanley clients since the 1990s is preparing to launch a
hedge fund that it will market more widely.

The Dallas firm, Warrington Asset Management, has generat-
ed a 10.9% annualized return for the bank’s wealth-management
clients since 1997, including two down years and essentially flat
performance in 2013 and 2014. The same strategy — trading
S&P 500 futures with the aim of delivering consistent, low-vola-
tility returns — will drive the planned fund, dubbed Warrington

Strategic Fund. The vehicle is expected to begin trading next
month with $10 million to $20 million.

Warrington was one of four alternative-investment firms
that launched funds around the same time under an unusual ar-
rangement with Morgan Stanley or its predecessors. In exchange
for recommending the funds to its wealthy clients, the bank took
ownership of the general partnerships — although the managers
pocketed most of the fee revenue. The agreements prohibited the
firms from accepting outside capital. The other three shops —
AAA Capital, Bristol Energy Fund and Spyglass Trading — have
closed in recent years.

In the past year, Warrington and Morgan Stanley negotiated a
deal under which the bank would relinquish its stake in the busi-
ness and the manager would be free to market to other investors.
The bank’s clients signed off on the agreement in the past two
weeks.

Warrington currently manages about $150 million for Mor-
gan Stanley clients via a fund called Managed Futures Premier
Warrington and related separate accounts. The firm expects
most of those clients will stay put, even as it begins seeking lim-
ited partners for the new fund and marketing separate accounts
to the biggest backers.

Warrington had its worst showing in 2008, when its portfolio
lost 17.9% — slightly better than the average hedge fund perfor-
mance that year. It then rose 18.1% in 2009, fell 7% in 2010, and
gained 12.2% in 2011, 12.3% in 2012, 0.2% in 2013 and 1.2% in
2014 — with low correlation both to the S&P 500 Index and the
BarclayHedge CTA Index. Warrington was up 1.6% in January.

The fund is designed to do best during periods of normal
market volatility. Performance has been hurt in the past two
years by low volatility, with occasional bouts of extreme price
movements.

Until recently, Warrington had just a few employees, includ-
ing founder Scott Kimple. But with an eye toward expansion, the
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firm in October hired Greg Fomin as chief operating officer. He
previously was a senior managing director at consulting firm
Blue River Partners, and before that worked at EAM Partners and
Hunt Financial. The firm plans to hire at least two more employ-
ees, including a marketer.

Kimple, who earlier worked at Smith Barney, is assisted by his
long-time deputy, Mark Adams. Ken Webster serves as a consul-
tant to Warrington.

In marketing the new fund, the manager is offering a found-
ers share class with discounted fees equal to 1.5% of assets and

15% of profits. Once the fund raises $50 million, the fees for new-
comers will rise to 2% of assets and 20% of gains.

Morgan Stanley was motivated by regulatory concerns to end
its 18-year relationship with Warrington. Specifically, the bank
no longer wanted to promote a fund in which it has a stake along-

side other vehicles that it doesn't sponsor. %
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