
 

 

  

  

 

Item 1: Cover Page  
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Seven Eight Capital, LP  
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Stamford, Connecticut 06901  

  
  

   January 15, 2021  

  

  

  

This brochure provides information about the qualifications and business practices of Seven 

Eight Capital, LP (“Seven Eight Capital” or the “Firm”). If you have any questions about the 

contents of this brochure, please contact us via telephone at (646) 513-4350 or 

cco@seveneightcapital.com. The information in this brochure has not been approved or 

verified by the United States Securities and Exchange Commission (the “SEC”) or by any 

state securities authority. Any reference to Seven Eight Capital as a registered investment 

adviser does not imply a certain level of skill or training.  

  

Additional information about Seven Eight Capital also is available on the SEC’s website at 

www.adviserinfo.sec.gov.   
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Item 2: Material Changes  

 

  

This Brochure contains important information about Seven Eight Capital and is intended to provide 

potential and existing clients with an overview of the Firm and its services. Seven Eight Capital may, at any 

time, update this Brochure and either send or offer to send a copy to existing clients (either by electronic 

means or in hard copy form).  

  

This Brochure, dated as of January 15, 2021, has been prepared to reflect the following material changes 

since the Firm’s last annual updating amendment filed on March 17, 2020:  

• On January 4, 2021, the firm changed addresses.  
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Item 4: Advisory Business  

  

Item 4.A.  

  

Seven Eight Capital, LP (“Seven Eight Capital” or the “Firm”) is a Delaware limited partnership formed 

in February 2016 with its principal place of business located in New York, NY. As the result of an internal 

restructuring, Seven Eight Capital succeeded to the business of Seven Eight Capital, LLC, which was 

formed in November 2012 and has been registered with the SEC since April 2014. There was no change in 

the ultimate ownership or control of the Firm as a result of such restructuring. Seven Eight Capital is owned 

by its general partner, Seven Eight Capital, LLC, and its limited partners, Stephen Cash and Adrian Sisser 

Seven Eight Capital, LLC is owned by Mr. Cash and Mr. Sisser, who also have overall responsibility for 

the day-to-day supervision and management of the Firm’s business. They are co-Chief  

Executive Officers (together, the “Principals”). Adam Kravetz serves as the Firm’s Chief Compliance 

Officer.  

  

Item 4.B.   

  

Seven Eight Capital provides discretionary sub-advisory services to private funds (the “Sub-Advised 

Funds”), which are advised by Schonfeld Strategic Advisors LLC, an investment adviser registered with 

the SEC. In addition, the Firm serves as the adviser to a private fund (the “Adviser’s Fund”, together with 

the Sub-Advised Funds, the “Funds”). Seven Eight Capital provides its services to the Funds in accordance 

with an investment management agreement (“IMA”) between Seven Eight Capital and the Funds and Seven 

Eight Capital and Schonfeld Strategic Advisors LLC. In the future, Seven Eight Capital may provide 

advisory services to managed accounts or other pooled investment vehicles.  

  

Seven Eight Capital’s investment objective is to maximize capital appreciation by trading in certain equity 

securities, futures contracts, option contracts and other products in accordance with the agreed upon terms 

of investment guidelines within the Funds’ IMAs.   

  

Seven Eight Capital does not limit its advisory services to only certain types of investments.  

  

Item 4.C.  

  

The Firm’s investment management and advisory services to the Funds are provided pursuant to the agreed 

upon terms of the Funds’ IMAs.   

  

Item 4.D.   

  

Seven Eight Capital does not participate in a wrap fee program.  

  

Item 4.E.  

  

As of December 31, 2019, Seven Eight Capital managed approximately $1,965,974,568 in regulatory assets 

under management on a discretionary basis. Seven Eight Capital does not manage any advisory client assets 

on a non-discretionary basis.  
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Item 5: Fees and Compensation  

  

Item 5.A.   

  

Seven Eight Capital is not paid a management fee. The Funds will pay to Seven Eight Capital a 

performance-based fee, as more fully outlined in Item 6.   

  

Item 5.B.   

  

Fees are not automatically deducted from the Funds.  

  

Item 5.C.   

  

The Funds pay for all costs and expenses directly related to investment transactions, including brokerage 

commissions, interest expenses and custody and transfer fees. In addition, the Funds pay monthly expense 

draws against future performance fees.  

  

Item 5.D.   

  

Any fees and expense draws are paid in arrears in addition to a monthly draw, which is deducted from future 

performance fees.  

  

Item 5.E.   

  

Not Applicable. Seven Eight Capital and its supervised persons are not compensated for the sale of securities 

or other investment products, and mutual funds.  

  

  
Item 6: Performance-Based Fees and Side-by-Side Management  

 

  

Performance-based fees are only charged consistent with SEC rules and regulations, including Rule 205-3 

under the Investment Advisers Act of 1940. The Funds shall pay Seven Eight Capital an annual 

performance-based fee (the “Performance Fee”) of the “Net Profits” for each year or partial year payable 

within forty-five (45) days after the last day of a calendar year in which the Performance Fee was earned. 

The Performance Fee is subject to a “high water mark” so that Seven Eight Capital is only entitled to receive 

the Performance Fee if profits for the calendar year are sufficient to recoup all prior trading losses in the 

Funds’ accounts, thus surpassing the previous “high water mark.” For any calendar year in which of the 

Funds has a “Net Loss,” such amount is carried forward and no Performance Fee is payable with respect to 

the Funds unless and until the Net Losses of the Funds are recovered by subsequent Net Profits.   
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Item 7: Types of Clients  

  

Seven Eight Capital provides portfolio advisory services solely to the Funds based on its investment 

objectives and not based on the criteria or investment objective of any individual investor in the Funds.   

  

In the future, Seven Eight Capital may provide advisory services to managed accounts or additional 

privately offered investment funds. Seven Eight Capital requires a minimum initial investment of $1 

million.  

  

  

 

Item 8: Methods of Analysis, Investment Strategies and Risk of Loss  

 

  

Item 8.A.   

  

Seven Eight Capital’s strategy focuses on trading a wide number of liquid equity securities and futures 

contracts that trade on established U.S. markets. The Firm's investment strategies are market-neutral and 

based on a set of methods known as 'statistical arbitrage'. The process consists of investing in a broad 

portfolio of liquid securities for a short duration. Opportunities for short-term profits are determined by 

computer modeling that looks at historic price patterns to find discrepancies between a security's current 

price and its expected price in the future.  

  

The specific models and techniques used by the firm are proprietary and contain a mixture of 'momentum' 

and 'mean-reversion' signals. 'Momentum' signals indicate that the models believe prices will continue on 

their current short-term trend, while 'mean-reversion' models predict that prices will revert to prior values. 

At least some of the firm's signals are based on predictions relative to a market risk model that seeks to 

explain the returns of individual securities by comparing them to peers and various other market factors.  

  

The Firm chooses the securities and quantities that it trades to abide by portfolio guidelines agreed to with 

the client and outlined in the investment management agreement. These guidelines limit the types and 

quantities of exposures that the firm may take, including limits on the exposure of a single stock or industry. 

These restrictions may diminish the overall return of the Funds.  

  

Item 8.B and Item 8.C.  
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Investing with Seven Eight Capital involves a high degree of risk for the client and is suitable only for 

persons having substantial financial resources who understand the long-term nature, the consequences, and 

the risks associated with the investment strategy. There can be no assurance that Seven Eight Capital’s 

investment program will be profitable or that any particular client will not incur losses in its account.   

  

Reliance on Mathematical Models. The Firm relies heavily on mathematical models to make investment 

decisions for discovering opportunities as well as managing risk. These models are based on observations 

of historical market data, and may not be adequate to manage future risk. All computer models are also 

subject to errors that might occur in both modelling as well as implementation. While the Firm makes every 

effort to avoid these errors, they could lead to significant losses.  

  

Nature of Investments. The Firm has broad discretion in making investments and will generally consist of 

global equity securities and other assets that may be affected by business, financial market or legal 

uncertainties. There can be no assurance that Seven Eight Capital will correctly evaluate the nature and  
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magnitude of the various factors that could affect the value of and return on investments. Prices of 

investments may be volatile, and a variety of factors that are inherently difficult to predict, such as domestic 

or international economic and political developments, may significantly affect the results of the Firm’s 

activities and the value of its investments. In addition, the value of a portfolio may fluctuate as the general 

level of interest rates fluctuates. No guarantee or representation is made that the Firm’s investment objective 

will be achieved.  

  

Equity-Related Instruments in General. The Firm may use equity-related instruments in its investment 

program. Certain options and other equity-related instruments may be subject to various types of risks, 

including market risk, liquidity risk, counterparty credit risk, legal risk and operations risk. In addition, 

equity-related instruments can involve significant economic leverage and may, in some cases, involve 

significant risks of loss.  

  

Use of Leverage. The Firm may utilize leverage. This results in Seven Eight Capital controlling 

substantially more assets than the Firm has equity for. Leverage increases the Firm’s returns if the Firm 

earns a greater return on investments purchased with borrowed funds than the Firm’s cost of borrowing 

such funds. However, the use of leverage exposes Seven Eight Capital to additional levels of risk, including 

(i) greater losses from investments than would otherwise have been the case had not borrowed to make the 

investments, (ii) margin calls or interim margin requirements which may force premature liquidations of 

investment positions and (iii) losses on investments where the investment fails to earn a return that equals 

or exceeds the Firm’s cost of borrowing such funds. In the event of a sudden, precipitous drop in value of 

Seven Eight Capital’s assets, the Firm might not be able to liquidate assets quickly enough to repay its 

borrowings, further magnifying its losses.  

  

Small to Medium Capitalization Companies. The Firm may invest a portion of its assets in the stocks of 

companies with small-to medium-sized market capitalizations. While Seven Eight Capital believes these 

investments often provide significant potential for appreciation, those stocks, particularly 

smallercapitalization stocks, involve higher risks in some respects than do investments in stocks of larger 

companies. For example, prices of such stocks are often more volatile than prices of large-capitalization 

stocks. In addition, due to thin trading in some such stocks, an investment in these stocks may be more 

illiquid than that of larger capitalization stocks.  

  

Non-U.S. Securities. Investing in securities of non-U.S. governments and companies that are generally 

denominated in non-U.S. currencies and utilization of options on non-U.S. securities involves certain 

considerations comprising both risks and opportunities not typically associated with investing in securities 

of the United States Government or United States companies. These considerations include changes in 

exchange rates and exchange control regulations, political and social instability, expropriation, imposition 

of foreign taxes, less liquid markets and less available information than is generally the case in the United 

States, higher transaction costs, foreign government restrictions, less government supervision of exchanges, 

brokers and issuers, greater risks associated with counterparties and settlement, difficulty in enforcing 

contractual obligations, lack of uniform accounting and auditing standards and greater price volatility.  

  

Special Situations. The Firm may invest in companies involved in (or the target of) acquisition attempts or 

tender offers or in companies involved in or undergoing work-outs, liquidations, spin-offs, reorganizations, 

bankruptcies or other catalytic changes or similar transactions. In any investment opportunity involving any 

such type of special situation, there exists the risk that the contemplated transaction either will be 

unsuccessful, will take considerable time or will result in a distribution of cash or a new security the value 

of which will be less than the purchase price to the Firm of the security or other financial instrument in 

respect of which such distribution is received. Similarly, if an anticipated transaction does not in fact occur, 
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Seven Eight Capital may be required to sell its investment at a loss. Because there is substantial uncertainty 

concerning the outcome of transactions involving financially troubled companies in which the Firm may 

invest, there is a potential risk of loss by the Firm of its entire investment in such companies.  

  

Convergence Risk. Seven Eight Capital may pursue relative value strategies by taking long positions in 

securities believed to be undervalued and short positions in securities believed to be overvalued. In the 

event that the perceived mispricings underlying the Firm’s trading positions were to fail to converge toward, 

or were to diverge further from, Seven Eight Capital’s expectations, the portfolio may incur a loss.  

  

Currency Risk. Investments that are denominated in a foreign currency are subject to the risk that the value 

of a particular currency will change in relation to one or more other currencies. Among the factors that may 

affect currency values are trade balances, the level of short-term interest rates, differences in relative values 

of similar assets in different currencies, long-term opportunities for investment and capital appreciation and 

political developments. The Firm will attempt to hedge such risks.  

  

Interest Rate Risk. Generally, the value of fixed income securities will change inversely with changes in 

interest rates. As interest rates rise, the market value of fixed income securities tends to decrease. 

Conversely, as interest rates fall, the market value of fixed income securities tends to increase. This risk 

will be greater for long-term securities than for short-term securities. The Firm may attempt to minimize 

the exposure of the portfolios to interest rate changes through the use of interest rate swaps, interest rate 

futures and/or interest rate options. However, there can be no guarantee that Seven Eight Capital will be 

successful in fully mitigating the impact of interest rate changes.  

  

Options. The purchase or sale of an option involves the payment or receipt of a premium by the investor 

and the corresponding right or obligation, as the case may be, to either purchase or sell the underlying 

security, commodity or other instrument for a specific price at a certain time or during a certain period. 

Purchasing options involves the risk that the underlying instrument will not change price in the manner 

expected, so that the investor loses its premium. Selling options involves potentially greater risk because 

the investor is exposed to the extent of the actual price movement in the underlying security rather than 

only the premium payment received (which could result in a potentially unlimited loss). Over-the-counter 

options also involve counterparty solvency risk.  

  

Derivatives. To the extent that the Firm invests in swaps, derivative or synthetic instruments, repurchase 

agreements or other over-the-counter transactions or, in certain circumstances, non-U.S. securities, the Firm 

may take a credit risk with regard to parties with whom it trades and may also bear the risk of settlement 

default. These risks may differ materially from those entailed in exchange traded transactions that generally 

are backed by clearing organization guarantees, daily marking-to market and settlement, and segregation 

and minimum capital requirements applicable to intermediaries.   

  

Transactions entered directly between two counterparties generally do not benefit from such protections 

and expose the parties to the risk of counterparty default. It is expected that all securities and other assets 

deposited with custodians or brokers will be clearly identified as being assets (directly or indirectly) and 

should not be exposed to a credit risk with regard to such parties. However, it may not always be possible 

to achieve this segregation, and there may be practical or time problems associated with enforcing rights to 

its assets in the case of an insolvency of any such party.  

  

Short Sales. Short sales can, in certain circumstances, substantially increase the impact of adverse price 

movements in the portfolio. A short sale involves the risk of a theoretically unlimited increase in the market 

price of the particular investment sold short, which could result in an inability to cover the short position 
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and a theoretically unlimited loss. There can be no assurance that securities necessary to cover a short 

position will be available for purchase.   

  

 

Item 9: Disciplinary Information  

 

  

Seven Eight Capital currently has no reportable disciplinary events to disclose.  

  

  

 

Item 10: Other Financial Industry Activities and Affiliations  

 

  

Item 10.A.   

  

Not Applicable. Seven Eight Capital is currently not applying to register as a broker-dealer and does not 

intend to.  

  

Item 10.B.   

  

Not Applicable. Neither Seven Eight Capital, nor any of its management persons, are registered or intend 

to register as a futures commission merchant, commodity pool operator, a commodity trading advisor, or 

an associated person of the foregoing entities.   

  

Item 10.C.   

Neither Seven Eight Capital, nor its principals or any executive officer has any relationship or arrangement 

with a related person that is material to its advisory business or its clients or could create a material conflict 

of interest with clients.  

  

Item 10.D.   

  

Neither Seven Eight Capital, nor its principals, recommends or selects other investment advisers for any of 

its advisory clients.   

  

  

 

Item 11: Code of Ethics, Participation or Interest in Client Transactions and Personal Trading  

 

  

Item 11.A.   

  

Seven Eight Capital has adopted a written Code of Ethics (“Code”) designed to address and avoid potential 

conflicts of interest as required under Rule 204A-1 of the Advisers Act, which requires that investment 
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advisers adopt a code of ethics setting forth standards of business conduct and compliance with federal 

securities laws by all employees. The Code sets forth the following:   

  

• A statement of the standard of business conduct;  

• Policy on and reporting of personal securities transactions;  

• Prohibition on trading in security while in possession of material non-public information of 

the underlying company;  

• Employees are subject to disclosure and reporting requirements of their (and their families) 

personal accounts and holdings;  

• Limits and reporting requirements for gifts and entertainment;  

• Limits and reporting requirements on political contributions;  

• Employees must acknowledge in writing having received and read a copy of the Code.  

  

Seven Eight Capital has set high standards with the intention of protecting its clients’ interests at all times 

and to demonstrate the Firm’s commitment to its fiduciary duties.   

  

Seven Eight Capital will provide access to a copy of its Code of Ethics upon request to any advisory client 

or potential advisory clients.   

  

Item 11.B through Item 11.D.  

  

Seven Eight Capital and its supervised persons, as fiduciaries, endeavor to always make decisions in the 

best interest of the advisory clients if a conflict of interest arises.   

  

  

 

Item 12: Brokerage Practices  

 

  

Item 12.A  

Seven Eight Capital executes, clears and settles its securities transactions through qualified financial 

institutions which are registered as broker-dealers under the Securities and Exchange Act of 1934, as 

amended (the “Exchange Act”).   

  

Currently, the Funds direct that Seven Eight Capital trades through brokers previously approved by the 

Funds (as discussed more fully under “Directed Brokerage” below) and agreed upon by the client account.   

  

Seven Eight Capital may allocate transactions to broker-dealers for execution on markets/exchanges and at 

prices and commission rates that, in the Firm’s good faith judgment, are in the best interest of its clients. 

Seven Eight Capital takes into consideration primarily available prices, brokerage commission rates, and 

other relevant factors including, but not limited to, execution, clearance, and settlement and error correction 

capabilities of the broker or dealer generally and in connection with securities of the type and in the amounts 

to be bought or sold; the broker’s or dealer’s willingness to commit capital; reliability and financial stability; 

the size of the transaction; availability of securities to borrow for short sales; and the market for the security. 

Research furnished by brokers may include, but is not limited to: research reports on or other information 

about particular companies or industries; economic surveys and analyses; recommendations as to specific 

securities; financial publications; portfolio evaluation services; financial database software and services; 

computerized news and pricing services; quotation equipment and other computer hardware for use in 
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running software used in investment decision making; and other products or services that may enhance the 

Firm’s investment decision making.  

  

Some of these services are considered part of a “soft dollar” arrangement. It is Seven Eight Capital’s policy 

not to use soft dollars; however, in the future may choose to do so, and will only use commission dollars 

generated by client trades to pay for research and brokerage services that provide lawful and appropriate 

assistance to Seven Eight Capital in carrying out its investment decision-making responsibilities, as 

permitted under the safe harbor of Section 28(e) of the Exchange Act.  

  

  

  

  

  

Directed Brokerage  

  

The Funds have designated a firm to serve as both the custodian and prime broker for its assets and any 

securities trades which Seven Eight Capital enters on behalf of the Funds. In general, clients that choose a  

“Directed Broker” are required to make representations in the IMA to the effect that:   

      

• if the Directed Broker declines or is unable to execute a specific transaction, Seven Eight Capital 

will assume (for such trades only) the discretionary authority to execute the trade at another broker-

dealer; and  

  

• the client has determined that in view of the services being provided by the Directed Broker, the 

direction of the Account’s brokerage to the Directed Broker, the brokerage commission rate 

determined by the client and the Directed Broker, and other services provided by the Directed 

Broker are in the best interests of its account.  

  

Item 12.B.   

  

The Funds are the only accounts for which Seven Eight Capital currently provides investment advice, so it 

is not in a position to aggregate orders for various accounts at this time.  

  

  

 

Item 13: Review of Accounts  

 

  

Item 13.A. and 13.B.  

  

The Portfolio Manager reviews the investment strategies and portfolio decisions made on behalf of client 

accounts on an ongoing basis.  

  

Seven Eight Capital or the custodian of a client account provides a written account statement or report to 

the client at least quarterly, depending on the terms negotiated between the specific client and Seven Eight 

Capital. The reports include the performance of the account along with other information as agreed by 

Seven Eight Capital and the client. The client is encouraged to review all account statements for accuracy.  
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Seven Eight Capital maintains appropriate records regarding its activities consistent with its duties under 

applicable laws and regulations and sufficient to accurately detail and evidence all such activities with 

respect to its client accounts. Seven Eight Capital shall make any and all such records available to any client 

upon request. Seven Eight Capital is in no event responsible for the accuracy of information furnished by 

any client, custodian or3 any other third party or the accuracy of any record or report or the result of any 

action taken based on inaccurate information provided by any such third party.  

  

Item 13.C.  

  

The Firm is not responsible for sending statements to the Funds investors at this time, although the Firm 

will send a year end estimate of Performance Fees to the Funds. The custodian will send at least quarterly 

statements to the Funds’ investors.  

  

  

  

  

 

Item 14: Client Referrals and Other Compensation  

 

  

Item 14.A.  

  

Not applicable. No economic benefit is currently provided to Seven Eight Capital for providing investment 

advice, other than its management fees and/or performance fees, as agreed upon with the individual client.  

  

Item 14.B.  

  

Seven Eight Capital does not compensate any non-supervised person for client referrals.   

  

  

 

Item 15: Custody  

 

  

Seven Eight Capital is deemed to have custody over the assets of the Adviser’s Fund due to its affiliate’s 

capacity as the General Partner. Custody of the Adviser’s Fund’s securities are maintained through the 

prime broker.   

  

To address the Firm’s obligations as set forth in Rule 206(4)-2 under the Investment Advisers Act of  

1940, as amended (the “Custody Rule”), the Adviser’s Fund is audited annually by an independent certified 

public accounting firm that is both registered with, and subject to regular inspection by, the Public 

Companies Accounting Oversight Board. Financial statements for the Adviser’s Fund are prepared in 

accordance with U.S. Generally Accepted Accounting Principles (“GAAP”) and are distributed to all 

investors within 120 days of the funds’ fiscal year-end.  
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With respect to the Sub-Advised Funds, Seven Eight Capital manages the assets on a discretionary basis 

but has no authority to withdraw cash from such funds’ accounts. The Firm has only limited power of 

attorney over the Sub-Advised Funds and does not have authorization to remove funds from such accounts.  

  

 

Item 16: Investment Discretion  

 

  

Seven Eight Capital has full discretion to manage the Funds. This authority is granted pursuant to an IMA 

between the Funds and the Firm.   

  

  

 

Item 17: Voting Client Securities   

 

  

Seven Eight Capital’s systematic quantitative equity trading strategies involve high turnover of individual 

securities. This high turnover and the volume of securities would make voting proxies a costly procedure 

which would be of little practical benefit to Seven Eight Capital’s clients. Accordingly, Seven Eight Capital 

has determined not to vote proxies. All inquiries regarding Seven Eight Capital’s proxy voting policy should 

be directed to the Chief Compliance Officer, Adam Kravetz.   

  

 

Item 18: Financial Information  

 

  

Item 18.A.   

Not Applicable.  

Item 18.B.   

  

There are no conditions that impair the Firm’s ability to meet its contractual and fiduciary commitments to 

its advisory clients.  

  

Item 18.C.  

  

Not Applicable. The Firm has not been subject to a bankruptcy petition, past or pending.  


