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In the two years since the SEC obliged fi rms to dis-
close social media accounts on ADV forms, the 
business-to-business use and misuse of platforms 
like Facebook in other sectors has suddenly come 
under scrutiny. But regulators’ interest in how 
hedge funds manage social media activity seems 

to have stalled. In spite of rumours that the US regulator 
intends to make social media a focus in some upcoming 
exams, the SEC apparently only uses the information 
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on an ad hoc basis, and sees the disclosures as primarily 
serving investors.

“The Commission staff may use this information to 
help prepare for examinations of investment advisers and 
compare information that advisers disseminate across 
different social media platforms, as well as to identify and 
monitor new platforms,” explains a source familiar with 
the SEC’s policies in this area. “Current and prospective 
clients may use this information to learn more about 
advisers and make more informed decisions regarding 
the selection of advisers.”

Approaches to social media engagement and con-
sumption vary widely at different firms, either due to 
their particular investment strategies or simply different 
beliefs about the power and potential of social media.

Michael J Lis, owner of Chicago-based social media 
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Citadel is one of the few proactively 
engaging on platforms designed for per-
sonal social networking, like Instagram 
and Facebook. The Chicago-based hedge 
fund firm explains: “The firm engages 
recruits through Facebook, LinkedIn, 
Twitter, YouTube, and Instagram. In 
addition, the firm manages a blog and 
consistently publishes long-form career 
advice and career profiles. 

“The goals for social media at the firm extend beyond 
recruiting though. Citadel uses LinkedIn, Twitter, and 
its blog to connect with the broader financial commu-
nity with relevant updates and points of view. The firm 
produces content in a myriad of formats including text, 
video, and audio.”

There’s a good reason for firms to take a cautious 
approach to social media, even with-
out intense regulatory pressure. Just 
like in other sectors, hedge funds are 
increasingly vulnerable to reputation-
al risk from information leakage or any 
activity on social media which under-
mines the company’s credentials or 
‘brand values’. The ‘early adopters’ face 
important decisions in trying to bal-
ance out the potential value against the 
potential risk. The director for digital 
communications at New York-based 

hedge fund Kerrisdale Capital, Agnes Cao, told sister title 
HFMWeek that the firm was one of the first to use Twitter 

to engage with the public.
“You can find people discussing different 

topics on Twitter at any given time, so it's 
a great platform for us to openly share our 
reports and ideas, and engage with those 
people,” she says.

Although the company does not impose 
any platform-specific restrictions in the work-

place, it does forbid employees from mentioning the firm 
on their personal social media accounts unless they have 

received prior approval from the compliance team.
“Kerrisdale treats social media similar to other 

types of written communication that's expressed 
to the public about our business,” Cao adds. 
“Employees have to get approval from compli-

ance to post anything about the company on social 
media. Only a small number of people at Kerrisdale 

use social media for business purposes, so we don't 
have the same challenges with keeping track of users or 
archiving the content as larger businesses do. We also 
have an annual social media compliance training to keep 
employees updated with any changes.”

Activist investors are, seemingly, less conservative 
with social media engagement; many leverage Twitter as 
a tool not just for research consumption and dissemina-

We constantly remind clients that 
everything they post on Twitter 
or LinkedIn (even if they delete it 
later) is public and can refl ect on 
the fi rm, so it’s important to be 
mindful and not reactive”
Zach Kouwe

strategy firm SPECK Media, found that more than 80% 
of hedge funds are now on social networks in some capac-
ity, based on his firm’s research into the sector. The fig-
ure is consistent with HFMTechnology’s survey results, 
which showed 81% of firms have a social media policy.

“Most are doing very high-level branding, but a select 
few are listening and engaging,” Lis says. In an arti-
cle summarising his findings, he highlighted Aurum 
Funds, JP Morgan Asset Management, Fundrise and 
Citadel as examples of firms “making noise” on 
social media or experimenting in some way.

Proactive engagement
While most firms maintain at least one 
official company profile on LinkedIn (63% 
according to HFMTechnology research), 

Citadel as examples of firms “making noise” on 

on their personal social media accounts unless they have 
received prior approval from the compliance team.

media. Only a small number of people at Kerrisdale 
use social media for business purposes, so we don't 

any platform-specific restrictions in the work-

and Facebook. The Chicago-based hedge 
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tion, but as a more fundamental element of the invest-
ment strategy.

Muddy Waters Research, an activist short-seller 
with 60,900 followers on Twitter, is a prime example. 
Public relations strategist Zach Kouwe, who represents 
the firm, explains that Twitter can be useful to galvanise 
shareholder support for their position and used to alert 
the media to developments.

“Designing policies is tough, especially if several dif-
ferent people at a firm are on social media and posting 
about investing,” he said. “We constantly remind clients 
that everything they post on Twitter or LinkedIn (even 
if they delete it later) is public and can ref lect on the firm, 
so it's important to be mindful and not reactive.”

Control and oversight
Whether for productivity reasons, regulatory rules or 
reputational risk, most firms do currently implement 
strong controls on social media usage at work. More than 
40% of firms said they prevent all access to Facebook at 
work, and 26% said Twitter is totally banned. Almost half 
ensure employees cannot use WhatsApp. Even LinkedIn 
is subject to some controls, or wholly restricted, at 
48% of firms.

One multi-billion-dollar US firm allows 
traders and analysts to access Twitter for 
research purposes, but bars employees from 
being able to post, as the investor fears infor-
mation could be inappropriately shared.

Almost every firm has an official LinkedIn 
presence today, along with most hedge fund 
employees. Some firms force people to anonymise their 
firm name for security reasons. Others have rules such 
as banning endorsements to stay on the right side of 
inducement rules, and some firms ban direct mes-
sages to maintain control of employee contacts and 
communication.

Kouwe also draws atten-
tion to the SEC regulations 
against direct marketing on 
social media as an additional 
reason for a thoughtful and 
strategic approach to using 
an official firm profile 
on Twitter.

“Direct market-
ing on Twitter, or any 
other social media, is not 
something we typically advise 
clients to do because of the SEC 
regulations, and also because 
followers want unique and value-
added content, not sales pitches,” he 
notes.

The source familiar with SEC 
policies adds: “The Commission 

has put on its short-term regulatory agenda 
potential amendments to its advertising rule for 

investment advisers, which currently is considered by 
some firms to restrict their ability to use social media.”

But Lis warns that a micro-management style of 
implementing a social media policy is not always the 
best solution. “The risks of monitoring and manag-

ing are that you alienate your workers no matter what 
business level they are at,” he says. “We urge all types of 
clients to use our ‘social media value exchange model’ 
which encourages a f luid cycle of engagement.”

Reputation management
In some cases, social media provides opportunities to 
harness more control over the information that reaches 
outsiders. Beyond the platforms typically categorised as 

‘social media’, knowledge-sharing and disseminat-
ing networks like Google and traditional financial 

news platforms like Bloomberg also offer this 
potential.

According to Lis, techniques in “digital rep-
utation management” are invisibly at work in 

the hedge fund sector. If a firm suffers informa-
tion leakage, bad press or public criticism, a social 

media consultancy – often the same agencies which 
provide proactive social media strategies and monitor-
ing services – employ resources to game internet search 
results and raise the profile of specific pieces of informa-
tion. Seemingly legitimate websites and social media 
accounts are used en masse to promote positive content, 
for example, which can redirect the narrative picked up 
by other channels. The snowball effect works its magic.

Anecdotally, hedge funds have acknowledged using 
services like this, but it is impossible to evaluate the 
extent of the practice.

A source who offers reputation management services 
explains that agencies have to take a different approach in 
the hedge fund sector. Given the value placed on exper-
tise and authority in investing, the standard approach 
of creating and managing fake but convincing websites 
and social media profiles to leverage when needed would 
simply not work.

Instead, the real, human social media accounts run by 
personalities who have built up a justified following for 
reliable insight and predictions, are paid to make spe-
cific comments and posts. Most of the time, these hedge 
fund ‘inf luencers’ and thought-leaders on Twitter and 
LinkedIn are communicating authentically, but occa-
sionally they are puppets for a PR campaign. ‘Brand 
inf luencers’ are particularly effective in closed, secretive 
groups, the source explained. The investment commu-
nity is fertile ground.

Regulators have yet to comment publicly on this prac-
tice, but if it is as prevalent as some people claim it is, it 
would make sense to further scrutinise what really lies 
behind hedge fund comments on social media.�
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