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more money than god hedge funds and the making of a new elite sebastian
mallaby presents a detailed exploration of the hedge fund industry through the lens of
Sebastian Mallaby’s acclaimed book. This comprehensive work chronicles the rise of hedge
funds, their transformative impact on finance, and the emergence of a powerful new class
of financial elites. Mallaby’s narrative sheds light on the strategies, personalities, and
innovations that have shaped the hedge fund landscape over the past several decades. By
examining key figures and landmark events, the book reveals how hedge funds evolved
from niche investment vehicles into dominant forces in the global economy. This article
delves into the core themes of "More Money Than God," highlighting the making of the new
elite within the hedge fund world. The discussion includes an overview of hedge funds,
profiles of influential investors, and an analysis of the industry’s broader implications. Below
is an outline of the main topics covered.

The Evolution of Hedge Funds

Key Figures and Strategies in Hedge Funds

The Making of a New Financial Elite

Impact of Hedge Funds on Global Markets

Criticism and Controversies Surrounding Hedge Funds

The Evolution of Hedge Funds
The history of hedge funds is a central theme in Sebastian Mallaby’s "More Money Than
God Hedge Funds and the Making of a New Elite." The book traces the origins of hedge
funds back to the late 1940s and 1950s, crediting Alfred Winslow Jones as the pioneer who
created the first hedge fund in 1949. This innovation introduced a new investment model
that combined long and short positions to reduce risk and enhance returns. Over the
decades, hedge funds expanded in complexity and popularity, evolving from small,
secretive partnerships into large, institutionalized entities managing billions of dollars.

Early Beginnings and Innovations
Initially, hedge funds were distinguished by their unique approach to risk management and
flexibility compared to traditional mutual funds. This early period saw the development of
fundamental strategies such as long/short equity, global macro, and event-driven investing.



The industry's growth was fueled by outstanding performance during various market cycles,
attracting sophisticated investors seeking higher returns with controlled risk.

Growth and Institutionalization
By the 1980s and 1990s, hedge funds had begun to institutionalize, with increased
regulatory attention and involvement from pension funds and endowments. This period
witnessed the rise of legendary hedge fund managers who achieved exceptional returns
and fame. The industry's assets under management grew exponentially, making hedge
funds a vital component of the financial ecosystem.

Key Figures and Strategies in Hedge Funds
"More Money Than God" profiles several influential hedge fund managers whose innovative
strategies redefined investing. These individuals not only generated massive wealth but
also pioneered new approaches to risk, leverage, and market prediction. Their stories offer
insight into the competitive and high-stakes nature of hedge fund management.

Alfred Winslow Jones: The Father of Hedge Funds
Alfred Winslow Jones is credited with creating the first hedge fund and introducing the
concept of hedging market risk. His strategy combined buying undervalued stocks while
short selling overvalued ones, a method that significantly reduced market exposure. Jones’s
approach laid the foundation for future hedge fund strategies.

George Soros and the Global Macro Strategy
George Soros is renowned for his global macro investing, taking large, directional bets on
currencies, interest rates, and commodities. His aggressive style and profound
understanding of global economics made him one of the most successful hedge fund
managers. Soros’s famous bet against the British pound in 1992 exemplifies the power and
risk associated with macro strategies.

Ray Dalio and the All Weather Strategy
Ray Dalio’s Bridgewater Associates revolutionized hedge fund management with its "All
Weather" portfolio, designed to perform well in various economic environments. Dalio’s
emphasis on diversification, risk parity, and systematic investment processes highlighted
the increasing sophistication within hedge funds.

Long/Short Equity

Global Macro



Event-Driven

Quantitative and Algorithmic Trading

Risk Parity and Diversification

The Making of a New Financial Elite
Sebastian Mallaby argues that hedge funds have created a distinct new elite in the financial
world, characterized by immense wealth, influence, and innovation. This elite group has
reshaped global finance, driven by exceptional intellect, risk-taking, and entrepreneurial
skill. Hedge fund managers have become key players not only in investment but also in
philanthropy, politics, and economic policy.

Characteristics of the Hedge Fund Elite
The hedge fund elite typically display a combination of analytical prowess, competitive
drive, and adaptability. They operate in a high-pressure environment where success
depends on uncovering market inefficiencies and managing complex risks. The culture
within hedge funds often emphasizes secrecy, performance, and independence from
traditional financial institutions.

Influence Beyond Finance
Many hedge fund managers have leveraged their wealth to exert influence in broader
societal domains. This includes philanthropic initiatives, political contributions, and advisory
roles in government and international organizations. Their perspectives on markets and
economics often shape public discourse and policy decisions.

Impact of Hedge Funds on Global Markets
Hedge funds have had a profound impact on global financial markets, affecting liquidity,
price discovery, and market efficiency. Their ability to deploy capital quickly and take
diverse positions has contributed to market dynamism and innovation. However, this
impact is complex and multifaceted, with both positive and negative consequences.

Market Liquidity and Efficiency
Hedge funds often provide liquidity by engaging in trading strategies that might be avoided
by traditional investors. Their active management and arbitrage activities contribute to
more efficient pricing of securities. This helps markets function more smoothly and can
reduce the cost of capital for businesses.



Volatility and Systemic Risk
Conversely, hedge funds’ use of leverage and concentrated bets can amplify market
volatility and raise concerns about systemic risk. Episodes such as the 1998 collapse of
Long-Term Capital Management highlighted the potential for hedge funds to trigger broader
financial instability. Regulators and market participants remain vigilant about these risks.

Criticism and Controversies Surrounding Hedge
Funds
Despite their successes, hedge funds have faced significant criticism and controversy.
These critiques address ethical, regulatory, and economic issues associated with their
operations and influence.

Transparency and Regulation
Hedge funds traditionally operate with limited transparency, which has raised concerns
among regulators and investors. Their exemption from many regulatory requirements has
been scrutinized, leading to calls for greater oversight to protect market integrity and
investor interests.

Fee Structures and Performance
The typical "2 and 20" fee model (2% management fee and 20% performance fee) has
been criticized as excessively costly, especially when performance fails to justify the fees.
This fee structure has prompted debate about alignment of interests between managers
and investors.

Market Manipulation and Ethical Concerns
Some hedge funds have been accused of engaging in manipulative or unethical practices,
such as short selling to drive down stock prices or exploiting confidential information. These
controversies have fueled negative perceptions and regulatory scrutiny.

Lack of transparency

High fees and performance concerns

Potential for market manipulation

Systemic risk contributions



Frequently Asked Questions

What is the main focus of 'More Money Than God' by
Sebastian Mallaby?
The book focuses on the history and impact of hedge funds, exploring how they evolved
and became a powerful force in the financial world.

Who is the author of 'More Money Than God' and what
is his background?
Sebastian Mallaby is a seasoned financial journalist and author known for his insightful
analysis of economic and financial topics.

How does 'More Money Than God' explain the rise of
hedge funds?
The book details the origins of hedge funds, highlighting key figures and strategies that
contributed to their growth and influence in global finance.

What are some key themes discussed in 'More Money
Than God'?
Key themes include innovation in investing, risk management, the ethics of hedge fund
practices, and the creation of a new financial elite.

Why is 'More Money Than God' considered an important
read for understanding modern finance?
It provides a comprehensive and engaging narrative of hedge funds' development, offering
insights into their role in shaping markets and the economy.

Does 'More Money Than God' cover any famous hedge
fund managers?
Yes, the book profiles prominent hedge fund managers such as George Soros, Ray Dalio,
and Steve Cohen, among others, illustrating their strategies and influence.

Additional Resources
1. King of Capital: The Remarkable Rise, Fall, and Rise Again of Steve Schwarzman and
Blackstone
This book by David Carey and John E. Morris offers an inside look at Blackstone, one of the
world’s largest private equity firms. It chronicles the journey of Steve Schwarzman and the



evolution of private equity as a powerful financial force. The narrative provides insights into
deal-making, risk-taking, and the broader impact of private equity on the economy.

2. The Big Short: Inside the Doomsday Machine
Written by Michael Lewis, this book delves into the 2008 financial crisis through the eyes of
a few savvy investors who predicted the collapse of the housing market. It explains
complex financial instruments and hedge fund strategies in an engaging and accessible
manner. The story highlights the risks and consequences of unchecked financial innovation.

3. More Money Than God: Hedge Funds and the Making of a New Elite
Sebastian Mallaby’s own seminal work explores the history and inner workings of hedge
funds, profiling legendary investors and their strategies. It provides a comprehensive
overview of how hedge funds have reshaped finance and created a new class of wealthy
elites. The book combines detailed research with compelling storytelling.

4. Flash Boys: A Wall Street Revolt
Another Michael Lewis bestseller, this book exposes the rise of high-frequency trading and
its impact on the stock market. It follows a group of traders and technologists who
challenge the opaque and fast-paced world of modern trading. The book questions fairness
and transparency in financial markets.

5. Lords of Finance: The Bankers Who Broke the World
By Liaquat Ahamed, this Pulitzer Prize-winning book recounts the story of the central
bankers whose decisions contributed to the Great Depression. It links monetary policy,
global finance, and economic turmoil in the early 20th century. The narrative offers lessons
on financial leadership and crisis management.

6. Black Edge: Inside Information, Dirty Money, and the Quest to Bring Down the Most
Wanted Man on Wall Street
Written by Sheelah Kolhatkar, this investigative account explores insider trading scandals
within the hedge fund industry. It focuses on Steven A. Cohen’s SAC Capital and the legal
battles surrounding allegations of illicit trading. The book sheds light on the darker side of
hedge funds and regulatory challenges.

7. When Genius Failed: The Rise and Fall of Long-Term Capital Management
Roger Lowenstein’s book tells the dramatic story of Long-Term Capital Management, a
hedge fund that nearly collapsed the financial system in 1998. It discusses the use of
mathematical models and leverage in finance, and the risks inherent in complex strategies.
The book is a cautionary tale about hubris and financial innovation.

8. Inside the House of Money: Top Hedge Fund Traders on Profiting in the Global Markets
By Steven Drobny, this book features interviews with leading hedge fund managers,
revealing their investment philosophies and tactics. It provides a rare glimpse into the
minds of successful traders across different strategies and asset classes. The book is
valuable for understanding the diversity and complexity of hedge fund investing.

9. The Quants: How a New Breed of Math Whizzes Conquered Wall Street and Nearly
Destroyed It
Written by Scott Patterson, this book examines the rise of quantitative hedge funds driven
by mathematicians and computer scientists. It explores how algorithmic trading and
quantitative models transformed markets and contributed to financial instability. The



narrative highlights the interplay between technology, finance, and risk.
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