
L-Performance with an 
Application to Hedge Funds

By Serge Darolles, Christian Gourieroux and 
Joann Jasiak

Discussion by Laurent Clerc
Financial Stability Directorate



General comments

• Very interesting approach to evaluate 
Hedge Funds’ performance

• Uses performance measures based on L-
moments rather than on the standard 
Sharpe ratio

• Great advantage: provides more detailled 
information about the extremes (robust to 
outliers)



L-moments

• Summary statistics for probability 
distributions and data samples

• Analogous to ordinary moments (location, 
dispersion, skewness, kurtosis) but 
computed from linear combinations of the 
ordered data values



Advantages over ordinary 
moments

• Should provide better characterization of return 
distribution (especially if asymmetric)

• For L-moments of a probability distribution to be 
meaningfull, requires only that the distribution 
have finite mean (i.e. no high order moments 
need be finite)

• For SE of L-moments to be finite, requires only 
that the distribution have finite variance



Main results
• Sample of 36 HF from various categories

• Asymmetric returns

• Ranking appears quite stable across 
performance measures (10 out of 36 
consistent with Sharpe performance 
measure)

• Departure distribution from symmetric 
distribution used as an indicator of data 
manipulation 



Hedge Funds and investor risks



Questions / Issues for 
discussion



Hedge Funds’ Main features



Weaknesses of L-moments

• The approach uses trimmed L-moments: 
therefore leads to withdraw the information 
stemming from extreme events  (elaborate 
on parameter r)

• L-moment diagram (Figure 4) is not helpful 
to identify the most appropriate distribution 
(general tendency to accept a generalised 
extreme value distribution)



Hedge Funds’ classification


