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< Abstract >

There has been increasing interest in index funds and
exchange-traded funds (ETF) with the expansion of investment
into equity funds through regular savings products (RSP), the
increasing proportion of retail investors, and the record high of
the Korea Composite Stock Price Index (KOSPI), a representative

indicator in the Korean stock market.

In the USA, the assets of index funds and ETF reached USD1.1
trillion as of the end of 2006 and accounted for 10% of the total
fund market. Since 2000, the demand for index funds has been
steady with net inflows of USD 25~40 billion. As of the end of
2006, there were 342 index funds with total assets of USD749
billion in the USA. Meanwhile, the assets of ETF in the USA have
shown a sharp increase from USD424 million in 1994 to

USD422,550 million in 2006, an increase of 1,329%.

In Korea, investors will become more and more sensitive to
fees and expenses because of the need to diversify their asset
allocation with the increase in household financial assets, and it
will be more difficult to obtain high yields as the KOSPI is at a
record high.
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. 50,000

o
2004. 4.30
2004. 6.30
2004. 8.31
2004.10.29
2004.12.31
2005. 2.28
2005. 4.29
2005. 6.30
2005. 8.31
2005.10.31
2005.12.30
2006.2.28 &
2006. 4.28 =
2006. 6.30
2006. 8.31
2006.10.31 &
2006.12.20 E——
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2007.6.29 &
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JelAA=E WXvka A5 FEH HSEES FEZHL
T/3 3} (statistically representative sample) 4~= 2] S 2 (passive) &5

HEE 23 ol IMAHSLE HI 7hed EE A X (publicly
available information)7} F7}oll o] HIQFE AT, BE A2 FEE
F7tel 52t vt Hth= 8832 A|7o] £ (efficient market hypothesis)S
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Median Stock Fund Turnover Rates Including and Excluding Index Funds, 1984-2004

percant)

®r Excluding Index Funds
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e AN AN eI
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40 - Including Index Funds

0 -
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D 1 1 1 L 1 1 L 1 1 1 1 1 1 1 1 ]
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Sowrces: Momimgstar PincipG Pro Bus (fune 2004 and CRSP University of Chicago, wsed with permission, all rights ressnied! (773,702 74677
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2000 o] <Yzl wig 8= FEI FUEHEAM wid
SD2509}~400%1 0] =R A= RAoH, 20009 o] F dntrAFA
~13%9] HF& RS Utk 2006@9lE USD3129¢] &R A=A,
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4) & Eol A7|E Fujulg(“HulRS")0] gle HE=9 A$- [NASD If
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- AFHerE B olders
- R A IR g T 9d
mds el USD10,000  ©]/d<l 73 TRk 775% el
USD25,000 ©]/d<l 45 55712 6.2
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o]l A% TR 6.25%
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AAAS gz = odAA=ZUSDI00 o] FAF T 200613 2
Al 34270 ] Qb =HET}E AW, HA AL USD7,4909 ¢ @it

<E ll-1> el 2HER O XFFY
(H9]: USD¥vh
; 7I& A 5 :

il I il I ol ) ol I
1993| USD$6,308| USD3,768 USD1,123| USD437| USD403| USD577
1994 3,172 1,586 703 358 168 357
1995 11,847 8,320 1,561 533 250 1,183
1996 24,990 17,465 4,381 1,059 687 1,399
1997 35,067 23,979 6,565 862 852 2,809
1998 46,575 29,750 9,873 1,596 797 4,559
1999 62,120 36,753 17,674 2,238 1,114 4,341
2000 25,856 10,052 11,764 1,401 969 1,670
2001 26,761 7,741 10,149 1,007 265 7,599
2002 25,404 4,235 12,700 1,711 537 6,220
2003 36,078 13,071 18,317 2,330 653 1,707
2004 40,183 9,936 18,338 5194 907 5,807
2005 28,004 -1,278 13,249 8,103 341 7,589
2006 31,219 -8,097 21,710 10,068 -6 7,545

g =Rk 5(2007)

ATz AAASE B2 AES

-
I JE

=
Ak (FE) g B VEe s e A

713 M de &
) AFE, A AA

49775 diido = s ACWIF(All Country World Index Free) A=<} 267
T AEAAE U eZ 7HE EMF(Emerging Markets Free) A4 S O& 9]

=4

= o]

Atk @A oplolol AE YR, FF AL} AAAFAG] TF
lom, gare olmAulAREA D AYH Uk
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<E I1-2> SXAY dYAHE| A
(29]: USD¥jwh
. 71e = A 55 .
e A | S0 um 2oiag | gae | EH | AE
1993 | USD28,691| USD19,241 USD4,959| USD1,096| USDS856| USD2,540
1994 33,299 21,883 5,736 1,818 1,008- 2,855
1995 58,377 40,037 9,517 2,642 1,561 4,620
1996 99,622 70,787 16,213 3,932 2,540 6,151
1997 172,971 124,392 29,276 5177 4,050 10,077
1998 268,728 193,998 46,209 7,813 5,036 15,672
1999 392,402 273,910 78,641 12,777 7,152 19,922
2000 388,878 261,147 87,590 12,218 4,096 23,827
2001 374,982 238,210 88,382 10,656 4,229 33,505
2002 331,296 191,722 81,360 10,649 4,314 43,251
2003 460,849 260,173 130,319 17,709 5,829 46,819
2004 560,046 300,844 170,163 27,133 7,357 54,649
2005 625,046 315,047 196,673 41,082 8,047 64,197
2006 748,823 354,679 248,807 61,923 8,930 74,484
Az w5 A28 8 2007)
<E 11-3> £XOjAY olHAHES HE £
(&91: 7h)
‘ T =2 I B
A | SO | s | goiag | FH | M
1993 66 36 17 3 2 8
1994 79 39 20 5 2 13
1995 87 44 21 6 2 14
1996 104 57 23 6 2 16
1997 131 67 30 11 2 21
1998 156 80 42 14 2 18
1999 195 90 64 18 3 20
2000 271 114 105 24 3 25
2001 290 118 118 25 4 25
2002 320 122 136 30 4 28
2003 327 117 146 32 5 27
2004 336 117 159 30 4 26
2005 330 109 161 31 4 25
2006 342 110 172 32 4 24
AR PSS § 9 5)(2007)
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<Vanguard 500 Index Fund>

SARE 0 USDL,2239(P 3 AE 3 AR 29))(2007.72 2 A A))
4744 : 1976. 8. 31

H]§ : 0.18% (20063 AAY)

Admiral shares (2000.11€°] 2AH]em FHa FA59L2 USD100,000)<
H=H]8-0] 0.09%

Hi B2 F9d . Investor Shares®] HA FExgH-e USD 3,000
FZA 8= A S S&P 500 Index

G712V RS : 52%20068 T @A)

<#E Il-4> Vanguard 500 Index Fund <&

A B4 ol=
1 | osd | osd | 109 I5el e
(1976.8.31°]%)

Investor Shares | 20.41% | 11.53% | 10.58% | 7.05% 12.26%
S&P 500 Index | 20.59% | 11.68% | 10.71% | 7.13% -

Fiscal-Yiear Total Returns (24): December 31, 1996 -June 30, 2007

01 20 003 4 05 6 200°
- 56 59
Q-
B 500 Index Fund Irvestor Shares
S&P 600 Indsx
Average Annual Total Returns: Periods Ended June 20, 2007
Inception Date One Year Five Years Ten Years
Irwestor Shares? 8311976 2041% 1058 F05%
Admiral Shares 11/13/2000 2081 1087 2322

Signal Sharas 22006 14072 — —
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<3% ll-4> o|= EAAFAE 74
U.S. RETIREMENT ASSETS TOP $16 TRILLION
(trillions of dollars, year-end, selected years)
[ Other Plans’
[ Defined Contribution Plans2 16.4
O Individual Retirement Accounts 14.6 ]

1.7 8.1

7.4
7.0
E : 4.1

3.9
C

0.5 0.9 REA m 3.6 42
io.z io.a L —3

1985 1990 1995 2000 2005 2006

A2 ;0] FAEE-F 3 (2007)

QusAsE WA 09 TER A4E WAL gou, )
= olu A=} 2006 A

FAANE 9 A FAAFES e R
2HE9] 90%E AA|Eta 9lom, o] F S&P500S 235}
SlelAHE = HA AP AHAE=2] 47%]Tth

r =
=
2l
[-'O
i)
lo
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<E Il-5> 2 olgAH=o| Wxol3 X%
¥ ® Fo WA A5

ot

S&P500, Russell 1000

S&P500, Russell 1000 Value

S&P500, Russell 1000 Growth

S&P500, S&P Midcap 400

S&P500, S&P Midcap Value

S&P500, S&P Midcap Growth, Russell Midcap Growth
S&P500, Russell2000

S&P500, Russell2000 Value

S&P500, Russell2000 Growth

DJ Wilshire REIT, Dow Jones Financials Sector,
Dow Jones Healthcare Sector, Dow Jones Utilities Average,
Goldman Sachs Natural Resources, NYSE Arca Tech 100

MSCI World, MSCI World ex US,
= A MSCI EAFE, MSCI Europe, MSCI Japan, MSCI EM
MSCI AC Far East ex Japan

Lehman Brothers Aggregate Bond, 6 Month CD
Lehman Brothers 1~5 Yr Govt/credit Bond
A4 Lehman Brothers 5~10 Yr Govt/credit Bond
Lehman Brothers Government Bond

Lehman Brothers Municipal Bond 3 Yr (2~4)

A7 FUHAE=EA Guide(F=FA57 2007.2. 26)

N
~
o | 34 | o

[‘10\' oX,
)

F101‘ oX,
| ol

N
)
2

By B [ B ol [ ofy fofy | 2| 2] &
o | o2t | oflt | oftt | ot | oflt | oftf | ot | oflt
N
N

o,
o

2
)

S&P 500 AFE WAt AFZ AHGEI Qe olfE o 2
th A, A=) A FolEe A 9T N1EOR S&P500 A
F7} de) AL HT YTk B, S&P500 A57E AAATEN S 75%E
EFata dohsAAel e A FAA 7H) 0%E EFIAT. A

s Ag AAL] 74 71l Wst e W vk
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<E lI-6> S&P500 X2 7+M 7|y H3}
d= | 71dest 5 A2 23E 71 (o)
1997 23 Omnicom, KLA-Tencor, Charles Schwab
1998 46 Gateway, Nextel, FEDEX
1999 34 American Online, Yahoo!, Qualcomm
2000 57 Metlife, Palm, Harley-Davidson

2t Y AAE=9] H &

Ha dul FAFHS o] HHl L 20039S V|FoE oF 166bp<l
W, S&P500 AE~HE9] e 8RS E Ht 3bpolr, P LS
Hit 67bpoZ Qu AP =9 v gL Aoz vt HT YA
TAAE HEo] W& AT gk FAAe] Asrt FE A=, 1997
d o]F S&P500 ¢l AAE=o] F9% USD1,1509 5 81%7F HE=ERE
| 20bpolatel QAR FAHAJT v A& F I (IC) o o
2, 1997d~2006% | ]

o



<32 11-5> 8| 80| e AR IS

12

4 2 2
D — — =1 —
=0.20 0.27 to 0.40 0.47 to 0.60 067 to 080 0.87 to 1.00 =1.00

Total Expense Ratio

Apg: ) EA A8 5 (1C1)(2007)

<38 Il-6> H 80| &2 2 AHEZS XZHA

O Percent of Cash Flow to Funds with Below (Simple) Average Expense Ratio
O Percent of Cash Flow to Funds with Above (Simple) Average Expense Ratio

90 87

10 13

] [ =z

All Funds Actively Managed Funds Index Funds

Ag: v2A2-e-88 3 (1C)
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e AHE=9] |82 Uy HA=HT o} HeHF gk, vt
AF5HE-4-F 8] (Investment Company  Institute) = S&PSOOXH:TE: FA 3=
AY2HE=ZF A=n]§ Zpoldo U8 tha3 o] AWnNsta .

A, BOESE TG ARl mebd AEAASTE vigTtel st B
s gtk Z, TAAR BF BAFFEE A=H G EFHE o
o weh BEH go] gLy

SA, A=27)} AARA Wgol sk Tl AL BaE)
Fol = A Eol mekd Beslgol golst ofF Bol, B
ZHAF Bl8©0 =2 USD50,000& AE3ttu spAstd, A= R}
USD1,0005+}1 737, AEFHAMH]E-©]
QA AF A=EZAHEL 1bpx HA Zeth
AR, o A} Fil(average account balances)$t FHo] 3l
o A a7t 52 HE7F o B2 HES Bola Jl=dl, M
olfr= AHFTEIALE S (transfer agent fee) WZo|th o|E 59, At
B FAAE HE 9 R4 dole] SUE ANIsRAE
I e, od HEe HE AT 483 FHS AESL ATHF
FA=9 A9, AT USD20~304 =o|t}). webr], A=FEI} &
B, AT ASTs BaARLLIE A Ha ol wet A

i

do 18 & 41 d1

% e

7) Are S&P500 Index Mutual Funds Commodities (ICI, 2005. 8)
8) w|=F NASD 773 (A2830F)c] w=H, dvjy+85 e j1E(Load fund)
v IS EY 12b-1 feeZt 0.25% o4 A58 €=



°] & USD250% ol3te] &8 TFEE 7}

zl A
20bp S EFEA T, USD25Y] o|Ate] A= HiF 7})}0_3T vz}

3. Wl=o] ETF &3 9 @A 33
7}. ETF /&

ETF= 543 %‘—ﬂﬂ#fﬂ FolE

< IQuto}l H-E /\424(/\1 5]
gofe AFo] opd *E‘%(nz—é.‘ﬁ}é%ﬂ)i‘ﬂ g8 we 5 on, 44

S 98 H5E 9 DA AR Tl

<¥E II-7> SPDR Trustoll thet 7l 2

oA S&P500

g 1993.1

P T4

k3] S| A} AMEX$] 23] AFR] PDR Services
TAH2007.8€ T A A) USD?72,426 million

H]-§ 0.08%

A= 1279 7t

2} &.: Morningstar

9) 414 (2006)
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<¥E Il1-8> SPDR Truste =&

FEATFHFIE
2000 2002 2004 2006 2 era A
NG E -9.73 -21.54 10.70 15.85 5.08
SPDR 49 & 915 2212 10.75 15.69 5.16

Z}&.: Morningstar

1990 Fwe) A AA FHAFE PO SHE EFI(FATHAS
ETF)7} A0E § 54 Ae/8¢, 371 59 FASE EFT 50| =9
WA ETFE 83 thksbsa Aok 2006do) ZAF74A% ETFS 4]
/4 ETF7E 247 367N, 674 e Ag=ded, A 1-2d7
Y| AE /A ETFE JE8d AFE F83E 542 /b,

ETF= 7B 8% #Hfdo] 25 A8 dFiE WEdeln, 53]
1990 Fwk o] FREE Lol tAE ol Fa vk 3, oo
ETF= "= 523 AP (Investment Company Act of 1940)°l 2] A3}
745 7] T (Securities Exchange Commission, SEC)ol|l & =311, 2006
2 dA AA ETFS] 97%7F S5 =AUt SECOl| S=53HA] &2 3%91
ETF & 7% dE(Commodity Futures)dl FA}st= ETF= w7 &4
=29 ¥ 3] (Commodity Futures Trading Commission, CFTC)%| 1Al
W gleh 3H9, SECO] 52614 &2 ETFE 2004 USD10%] ol A
20061+ USD1S09 o2 F7tstdledl, BleSE ETFS 70%°]d2

7 3= % A=AES FH8ka Ao

il



0. QY AA=9} ETFY] 33 2 Awd 47
<3d¥ Il-7> 0|7 ETFe &Xt4& & HES
G g S EHE(RE)  —e—ETFs (25 ) M REUEs(EE)  ——ETFs (93
1600 9,000 1 600
8,000 |
I | 500
{400 6000 | | 400
5,000 ||
fa0 300
{200 3000 | 200
100 20 ] | 100
1,000 |
0 0 0
R WQ’” (1963 (LQQ,\& S
Ag: VRS EHE (2007)
<E II-9> FAfat H HHEFEYH ETF =Xt
(&%) usbHigh
T2 o WA #¥
e A ZU]%/\ v = Z;ﬁlzﬂ}\ R == HEZ2
A% |2 2R
1993 UsD464| USD464 - - -| USD464 -
1994 424 424 - - - 424 -
1995 1,052 1,052 - - - 1,052 -
1996 2,411 2,159 -|  USD252 - 2,411 -
1997 6,707 6,200 - 506 - 6,707 -
1998 15,568 14,058| USD484 1,026 - 15,568 -
1999 33,873 29,374 2,507 1,992 - 33,873 -
2000 65,585 60,530 3,015 2,041 - 65,585 -
2001 82,993 74,752 5,224 3,016 - 82,993 -
2002 102,143 86,985 5,919 5,324| USD3,915| 102,143 -
2003 150,983| 120,430 11,901 13,984 4,667| 150,983 -
2004 227,540| 163,730 21,650 33,644 8,516 226,205|USD1,335
2005 300,820| 186,832 33,774 65,210 15,004, 296,022 4,798
2006 422,550| 232,487 58,355| 111,194 20,514 407,850 14,699

AL HEAE-EH 3 (2007)
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<E I1-10> FAdid ! HHYREHE ETF =
FA S M 7
R R i3 A da | == | wes
B i il i VA < I i v o

1993 1 1 - - - 1 -
1994 1 1 - - - 1 -
1995 2 2 - - - 2

19% | 19 2 - 17 - 19 -
1997 | 19 2 - 17 - 19 -
1998 | 29 3 9 17 - 29 -
199 | 30 4 9 17 - 30 -
2000 | 80 27 28 25 - 80 -
2001 | 102 34 34 34 - 102 -
2002 | 113 34 32 39 8 113 -
2003 | 119 39 33 41 6 119 -
2004 | 152 60 43 43 6 151 1
2005 | 204 81 68 49 6 201 3
2006 | 359 133 135 85 6 343 16

A5 VAL S E (2007)

. %A B4

AglE F2 AAANE 5 NBEANL BAG @F FH7HFo]
serste 9L AASe FUo ETFE AHSsth £9, 9923
= 5 Quncse] s o At Fokd mAcNA A4 4

Halojol st Wi, Fujege 28] EA Gghy] wEdd dufIat
ETF vlzl®o] &2=F5o|t. <l d
A g9 12b-1 feeld) T3 Z2 FEZ AR F7t A EH Y

10) SEC 713 12b-1(Rule 12b-1)°] A3 o1& FFde= 4
oA T &S B = e ALE 12b1 feed] IEE=
AR 0.75% = AgkE o] low, B4 A= #d JEAFT 5
o] gi7t2 AE3he AlFTE] B (service fee, 0.25% U 12b-1 feeh=
olgog A& 4 JYTHNASD Rule 2830). LHHZ O F 12b-1 fees F



ETFe] Afdde 54 79 5% ASsHA =7 &l

gy, 20036l HAE HE #AH AWE
AA B AR Fx7F FES WA HAoH, I AL S
ETFe} #HEE 7|#E0] JAFAAY FP 55 tide= &gt us
2 AR &35S AR 53], ETF Ao S44173< AMEX2}
ETF 2 *8AKI

Advisors(SSgA) T2 &2 o] &ttt AMEXSt SSgA= F8 ETF

Barclays Global Investors, State Street Global

of et Ag EololAY 2ue AFsa AulS Fate] AFE2)
9 /b2 Sol BE PR L FAYYAES AFtT Ak AT FE

Ao MAFAAE A4k 2o ETFS &85t AH7F 5718t
I ew, AR ETF AlatAa9] 40~50%°]7%0] NAFAAZFE
=i Q.

jinA

ul= ETF= <=AHAko]l 19993 ti®] 1329% Z71sle 5 34559 &
7HAE Holal lom, 20079 6¥€% AR £AMEE USD4,859% ©] 11,
52670 ¢] ETF7} Sith

WA e 24 g FrEA|Fol A dE, AE T2 vgFstEI Jlo
™ = A et= ETFolA WX nax 45 3]sk
FAES 29 F UEE HA=wUArE A9 AHo gt FTES A
15}]
2

& ETFQ JE|E ETFE ) @ds o] 7l A o)t

p

.

FEs ?::]"3“ 1% Wellx AREHI Aek(A=9) 82%7F Axpde s

) 12b-1 feeol| A A&t UTh).

11) w54 %—8— Aut A (Late trading)e} © 71w v (Market timing)E ©]-&
=l 19= —.4 st o2 SAHE(Canary Capital Partners)E 2003

949 7|adton, o] W ¥ AMFEEALY] TR P9 EAFHA
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4. W] =re] ETFS} QQd2H=9] vl

7b. ETFS} Q192 E9] vl

o
N
N
)
Rl
%2
o
o

ETF= dd g9} vwsty to3 2o 534
A, e 2=A=o vz Pugo] vy FxpAr} A A
)M FHIER 75T (record keeping) Y AHIZ H|Go] &
gon, FuisAtx JRQIFAARA S} A AR 7] wjEel FAl
o &gnlgo] dofdr w3, FAAF ETFE FulstiA A&
Aeviul4E So] AE=ngo] X3E A et

EZi
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<¥ Il-11> ETF& QIS AEE H W
T B ETF A A=
e & el - s oEd 2 4
FHawy gl Aculas e %jﬂ R 1EE A
e (50, 1009+ 5)
Y 3758 -HAFEdE 4 B
2 EAAAT B G | -Ag 2 Sl
AFAF
Shof v AEAE (&, fF7tsdzdo] E7ts%
B AEAF 7he)
; -gufel mE AFAFZHC] A9 |AdHer A=dd g A
AT AFFA & 5 Ue
e -LP(Liquidity provider)?e] A7 |-Z% AA7 A E7l%
°° A R E FEFAl TH (#HAAND A <)
U= -7Fs =7bs
Z :1) ETFlA AR} A7} o] FolA & Hi &9
2) ETFe] 243 AL tPst= 53] AHAuthorized Participant)d ETF
o A% HEAS FuaE ABE Pake AL
A5 417 (2006)
<E Il-12> ETF I AEEQS| 47IH|E H[IL
ETF A=
A H (A 7)) AE B (A 7))
SPDR 0.12% S&P200 Index 0.18% ~1.50%
Fund
MidCap SPDR 0.25% Mid-Cap Index 0.25% ~0.6%
Fund
iShares (WEBS) 0.09~0.99% Int'l Index 0.29% ~4.5%
Sector SPDRs 0.28% Sector Fund 1.00% ~2.5%
Diamond 0.18% Large Growth 0.22% ~0.73%
Nasdag-100 0.18%

s 537 28 42(2001)
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=
Al Bfst e AredEs wuietAl @ole HEE ARC|S
]

(capital gains)e] A&EL HF & U= o] Utk H|=9] Financial
Research Corporation ZAte| wEZ W, Alg, @2 H-E, 452 5o
ETFE R &8s F8 ZFolth. w3l Yolx Aw3dt uie} o], 20034
of T A= BAH WS olF FEA FHAME FEEL =)
ol = /NE FEH F4 MEo2ZRY G HA Y] fiol S
s o183 AgAHIE A BV WEol

ot
A, dRtHow Hes diffR Sy w7 dPAHCA JsE
35, B FRE fste] FAE Ao wizsjoF stnE Frtsiet
o}]\ o

A, ETF= RG4S =855 W
4

-

=3
z.
]
Q.
=g
=
Q
]
»
Q
(@)
.
@]
=
9
(o

<E II-13> A FXXE a2 3 ETF E7 =5
ETF X & vl F
A& & (Tax Swap for loss harvesting) 55%
e vge] dE 72 46%
PAER 39%
A7 Aol e T2} 37%
AE 2 QlE s o) 35%
AAIZE A 26%
F 3% 39 s
Ag: FAAEAH L (2006)



. ETFS] A9 2Hx= gix o7

v A2k 8 8 (ICN) ol w2, SECo| T=4% ETFS JdAdA=+=

oF USDLIZE A A=29] 10%S A Atk ol A 10313
Hlwsle] of 3u) Fksk Ao® FE S&P500 53 2o ¥ F F7HA
FE FH= A= FUb Y2 Aot 20068 @A, HIFF
F7MAGE 7122 Sk ETFS} QIF A= Akt R USD4,970
ololH, 78} mlm FAlF B FAFVIAST 55 7IRE sk ETFS
e AHE 9] F=xpake Zhzy USD2,8509, USD1,7309 o &3t}

gy, wZA R A 3o ETE7} Q9 AH=g AT A7

Holw Pr3re 13 A 4 A0 diRTh A 2 ol ft

<a3 N-8> ETFt A AEHE=9 HIF

O Assets of Registered ETFs and Index Mutual Funds
O Assets of Actively Managed Mutual Funds
2,041

98

1,588 1515
1,425 :

1,245 285 |

1Ig‘¢3
) 653 . 420
ras

— 05

Large-Bland Other Crther Globalf Hybrid Bond
Domestic Large-Cap Domestic Irternational
Equity Domestic Equity Equity

A48 "= 2428 3] (2007)
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200532 AA, 401(k) =AHF] oF 51%7F HER]Go] v, {fU5
Ao FHAEe] ¥ Ao FAHI Uk A& S0, 2005 A L
W FAYAS ] F FFEFFEHE1)0] 0.90%01H, 401(k)7F FASHE
¥t FAYA= F FFFIEHELS 076%™, 0.50%7] T 22%,
0.50%~1.00% 7] ¥H 55%E AA8tal vk =3, A=) frisd 3
&% #dste], Ayt FAFA=] FIISAIHEE 84% 0] AN, 401(k)
& oEOgE R e 2% IJHES VE3ka ATt

= =
FAE B-ole LAt or AvjrtEe] AFdvisrss WA Fa
ATt E}E}H HAAFo] FAshs A9 2AE=e] Ff, AujsFEIE A
of FAHA A el w2t JYLA=®Y FojHos e PnlE
olgb= ETFe] Fxo] 3Adt). ofo wel, Yol A ukel o] <
el of 40%9] AlytAbEel HAAFA #FUEHI = R\,
ETF= obA7bA] 401(k)9] T2l s o] AA &2 Aot

=4, du=A= AL ETEE ZASH7] s 71@FA7 A
ETF Bt} 22 H&S F3dts 5 B =95 7[&ola Uk g
A=E FE 8&slc Vanguard +8AF] 79, USD2¢ o]
Vangaurd 500 Index Fundell FA}sh= 7| 3FARA| Al 2.5bpse] #H
& FHstal 9= WA, o]9f #ARE ETF)l MSCI US Prime Market
750 Index®] B HI-§2 °F 7bps FEoltt.

(n
z

skal "89] A=A

S
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_1

f
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o
b
[
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B
s
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I. Qe ~Ae=9) ETFS] A% 8 A%

<ag 11-9> E&A

=2 "HEol of

rok

b =X}

Asout Havr oF 401(k) PLam Assers Are InvesTeD 1N MuTuaL Funos
Percant of amery 2005

_—'-"'_'_-'-F--'_f
Other lrvestments = g
e PR Bond Funds
e Stock Funds® BE
‘. Marey Market Funds
Mutual Funds
Total 401 (k) Assets: 2.4 trillion Tatal Mutual Fund go1 (k) Assets: 1.2 rillion
g w22 k-8 3](2007)
<ad 11-10> EFdZz0] FA5tn A= HEL| RIISHETE

Averace PortroLuio Turnover RaTe oF Stock MutuaL Funps
Percent of assets, 2001-2003

B werage Portfolio Turnover Rate Experienced by Stock Mutual Fund Shareholders'=
| Awerage Portfolio Turnover Rate Experienced by 401(K) Stock Mutual Fund Shareholders'?
- Simple Average Tumaover Rate of Stock Mutual Funds?

2o

108 3
100
1=
is 84
8o
n
= 64 &1 -
52
47 45 4
42
- 40
S
o
2001 2002 2003 2004 2005
— =1 LlIe @I C =
<ag Ill-11> EFdz29 H| 0| &2 HERS X
407(k) STOCK MUTUAL FUND ASSETS ARE CONCENTRATED IN LOW-COST FUNDS
(percent of 4o7(k) stock mutual find assets, 2o05)
55
22 19
]
=0.50 0.50 to =1.00 1.00 to <1.50 =1.50
Total Expense Ratio™
“Th I exp io, which is reported asa p age of fund assets, incliudes fund operating expenses and 12b-1 fees.

Note: Figures exclude mutual finds available as investment choices in voriable annuities.
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5. Y] Qdl AW =9l ETFY d3 9 A

7k <149

[
[

e @

N

19910l t@FEAAE FolA QlEAaHEL)S P AWt
AA=E v Sen, 19989 fe|AiheEo] JIfAAES Huey
A FAASA EAH R deA7] AlAsh T

20019 o] F EAFES] AL 4 B TR} FUEH] At
Ao, 2003 o] F FAANGE 7] FooR IdAFY $oFE

Aeste BET £5)

<E II-14> JHAHE &0 I HE 5 F0|
(&91: 99
g FEa A=
2003 % 25,795 132
200412 20,582 108
200532 17,552 94
20061 2 32,292 136
2007 79 38,272 138




<3 11-12> FHEHEEMNe AYAHE H|F

100%

500,000 8% [

400,000 v
300,000

%
200,000

100,000 e

0%

2003 2004 2005 2006 2007.7

co, I

<E Il-15> Qe AHER FAFHES Hp HlW
(&91: %)
SE TEET ol B

dgade gyt FAFA=| dPY2HE ANl FAFPHE

20031231 34.38 55.81 97.00 111.28

20041231 30.87 49.46 86.32 105.75

20051230 34.59 58.46 66.68 120.61

20061229 29.44 65.19 56.02 132.07

20070731 27.53 72.07 51.19 123.34

g ARE-8F 3
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. ETF @3

KOSPI 200, KOSPI 50 & 7|%& 3l= 478¢] ETF7}F 2002'd 10¥
of A AFE F HA vddsEH v 229 2 g AFE 7]
%22 3t& ETEZ7F 20039 49 A=, KRX 100, Z2GA) 3] ~E
2 7122 &= ETF} AE ETE7F 20059 %, 20063 6¥ol z+z}
Atk FU ETFO] £A4He 3 Bk A4 Ao}, 2006013 A
Tds AR HA Frleka o, AlZFEdHFolu o

=

5

2295 7o ~ld ETF:= 877}

Fl

<
T

=
=
=AU

£ BE S £453 9
5 AFARY FAASE o

=Y QddAHES HEE 1% e vl ETFY 48+ 0.52%
3 1.

Aroly, 2007d 7¥9% A ETF= & 207HolW & o 15x% &
g},
<% ll-16> 7§ ETF F0|
\/4 3 20043 | 2005E% | 2006 | 2007 29 | 2007 7€
A B (AF)| 47,840 99,250 129,955 121,115 82,755
T2 (949) 4,894 8,044 15,602 14,119 15,797
HE F 4 6 12 12 20




<E II-17> Zddl MZ=HN U= ETF

FAAE HEY # X ok3 2 83| At

Al & A KODEXKRX 100 KRX 100 AM F A
KOSEF200 KOSPI 200 Sel3e ]l EA AR
KODEX 200 KOSPI 200 AN E A
TIGERKRX 100 KRX 100 o] 2 off Al Y A KpA
KODEX 2 Ef KOSDAQ=A EtX| 5= AME A
KOSEFBanks KRX Banks 23| EA AR
KODEX2d KRX Banks [SESER|
TIGER2 ¥ KRX Banks of 2 off A R A Rp Lk
KOSEFIT KRX IT 2 3 C| EAQ AR
TIGEREHZ A KRX Semicon Of 24 off Al Y A Xt A
KODEX 2t = A KRX Semicon oM EA
KODEX Xt & A} KRX Autos SRS

A ERY KODEX & & 7t %| Zh & It % MdFEA
TREXZE & & 7t %] =S 2| X4k
TIGERZ & 7t x| AR of 2 off Al 3 A KpA
KODEX & & 7+ x| - Mo Fa
TIGERZT F= 7+ % = I O 2H of Al B A X} 4+
KOSEFZ & & 5= 7t %] EHE=FIHA <2/ 3 cl EAAXA
KODEX & CH & M & SHEME MY FA
KOSEFH) & 7t x| o & oH x| 22| I C|EAAXA
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<¥ I1-18> ETF 2& 274 3 HX 24
T R A 24
- ARF 509w v 30 A&
o - X]"E‘% 1009—1% o]}\o} }\]]:Xl-i/\] /j‘ 51:!]—2 U]Hu‘é 37; e}
TE I EANE ST P PAY - :qi'r—'—r THEEn| T 37
- 3% 1d BAAS FF
10078 w=| %t
TR S v s X oS AN AS
_Apl)/\]_z/\]_ o)A &8ss Aoks AZds
57 APA}F 1A} W]l
- APAFE 1A o143 {84 T =
Aok 32 - 92 &[(ZF7-NAV)/NAVxX100]
B 3% ZIAFE7E 1097 A%
E= HT 3AER 209 o)
- AFTAEE 1055 o4
- AFTREE WF
T EE . 30% o]3F
X]—},: :’1/‘3 =2 o 3 / ] ]— _
NVFAEO 2 85% NFEE

[}
F2o] AZE 150909 °]3,
QAFANDNF 199 o3

L g | 5% 14 B3 - FH080] QRN

A

HATE | zmanzes Aerazne | GAR 10% o4 A%
50% °’¢ W

SN AF|- AFAEAT A2

e

FAYIASE AHT 5

SAY ol & F jle 7

3 : 1) ETFY A s|AE dsd3t= S d3]AH(Authorized Participant)2 7] 2
FAAE e ETF A4 3 2] 270 wet PDF sjdales F4S5 37
Hol wjmjsfor &7 WjZol] wAA FE(A FHY EFo] AN F
)e 9838 AT F Je 9FS dE A A"

A5 SAAEAHN S

= -




0. A =A=e} ETFS] A8 % A% 6l

g3 2e oH2 FUIAE AesB=e} ETF] tat 527}
A Ao dgEn.

AR, =Wl 7HAARRS] FE7F AAEA ZARHIES BFstslE e &
ol

o|N

T7F 95 AR Aoz ddEn. 7R 20061 A 1,5244%
doll D), 7R T A= HFE Hap s o] 20001 T A
74%% 71533 Qth ol 2HFolE 2SS EAE 2EHE HER
g oofyet HA| A&k NEFE 2 E A=ERYgE JIET
o] S wiAEtEA AAHAHOE oS YEE &He d9xHA
T ETF digt 8% S718 2102 HRlth

=7, 2005 Iuel] E=E FHAAFo] AsEHY, xAd
doAoR A A7) Fos 98] JddEsA=Y ETF tish 2

7} gold Aoz 4 A
o BAste HAAFTEAAE AREAEES ﬁzé}ﬁ e, 20059
2 @A, 401(k) ] 22%7F &FHE-o] 050% KT WS A= TS
™, 55% % *9H1-&0] 0.50%~1.00%<] HA=o] FxtE 1 U},

AR, EABA] Weles = & ok 289 o

_T
=

S 9 AR GRISEA SRREL CIEHY FAL) A 5
o

0?~
(i
_E
S
S
>,
1
o
%
jus)
R}
ﬁ,
1~
=
A
Lo
o
—o
g,

it

WE lgsRent ETF) B4 7HAA 8 Rolth 23, 7]
]

=
v madAs] 45 508 H7 FARA 52 58 @ ng

i

19

2 gyeot A oF9ARA, BRI Hgd] BTt Nz
4 Aolv], wpebal, <luaf=} ETF] tat @4lo] Hopd oz

==

14) 975.9%(2002) — 1,242.0%(2004) — 1,407.72(2005)
15) 10.95% (1997) — (2000) — 3.57% (2005)
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<FyEd>

AT, 2006, 1, AFSAA AT

o\

=

HdEAY L, 20001, ETFs(Exchange-Traded Funds)e] 9]¢} 3l 9]
_%_

AAge] =g

<9 =ZEH>

Investment Company Institute, 2004. 11, Mutual Funds and Portfolio

Turnover
Investment Company Institute, 2006, Fact Book

Investment Company Institute, 2006. 11, The Economics of Providing

401(k) Plans: Services, Fees, and Expenses
Investment Company Institute, 2007. 7, The US Retirement Market 2006
John C. Bogle(3%714), 2003, d&3t= FAXAE Index HE

Lipper, 2006, Global Theme(USA)
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Nomura Asset Management Institute, 2005, Fund Management

Nomura Securities Market Institute, 2005 Summer, Securities Market

Quarterly

Securities Exchange Commission, 2001. 11, Concept Release: Actively

Managed Exchange-Traded Funds

<Y Aol E>
e http:/ /www.samsungfund.com
Lipper http:/ /www lipperweb.com/

Vanguard http:/ /www.vanguard.com/
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*2007.64% AA P A Z FAYPAC v F: 75.5%

*1000p(“05. 2.28) — 1400p(*06. 4.7) — 1900p (‘07.7.12)

1 =0l>

ofgl)

B

(P

2500

300,000

L . A AT K| 5(EE) —— *

T2 He2ed s

250,000

2000

200,000

150,000

100,000

50,000

0

1500

1000

500

0

9P Asset Management Association of Korea



4 ©310Y] JO UOIJRID0SSY Judwabeuey Jossy &8

<ErE bsrmvi\ic =I0>

EENESH SE83 Sorcix S(esusdxe BIO)E|RSE KR S
2R 5€IA S SIARK 105 TERR BRSI(E8 8- TH I(FF83 =

Sig SE83 licie(enmssed)F |y
im (sjdwes aAnejuasaidas Ajjesnsnels)iomt ESRESE =T{ox

IR {CE~ lo~IY B NKIeFE ES8 ZEIA 2B 1d~IY E10IXR =

Slic s dvisio 'V

i
SIT R NIN=I0 B 8ic 5r~viBio 'l .T

Blvly & liv3& Tklxle 89



69

~
&4
K
0

B

s} ETF9)

=

2HE

21

.

S

& )

DI=20Ne 2

ol
=

M

Cll ATHC
—_ ) —— —

0]

-

E PSS

B. OI=0lA2

= 19703 (H

ot = HcH

=

I1Z2 EX4+=2A80l M

X

K0

=<
Kio

<0
[El]

=

) SXERE)

st (Ol

K

]

Al

= 1980 CH

tHA Ol

e}

Ol dsA =

|2t

J

= |I|-
= (=]

e

i)

-1982A O|cH S&P50001 =

HEO e SXt &

TEI[ETEN

H1 <19

e}

- HIOIS HItHE XHetil2 S TSt

9P Asset Management Association of Korea



AR FaAb 2 AR

70

X
o

.|

n;

_I

&

|.

g
=

I QI ATHE DR & 0[=0AM2

!
= 1990304

L,

11

Xrakol & H

AL
[Lm

(657H)2)

Il EEAIZS] 2 10%
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q
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ABCE
(2005. 6).
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HH A
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Al
S&P 500X+ X35

UsSD2,550 0l &
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-2005= 632 S
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20034
5,797
46021

19984
2,636
22004

19934
2,870
820}

19884
28
1704
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Xt A7 2 (USD)
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[

Xt=: The Gary M. Brins on Distinguished Lecture(Bogle)
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o®» b=

Hedge Fund® Due DiligenceE &3 Risk
E43 a3FA FAget

Myung Kee Lee, Ph.D. / Senior Vice President
Product Research & Development

Efficient Capital Management, LLC

Hedge Fund ° #3 A& - Y, AF £ 7A
Hedge Fund® 1 Z - FAFS FAHO=E

Hedge Funds A3 & 93 Due Diligence

Hedge Fund9] $138 £% - Return Distribution %

Source

Hedge Fund® & #2% Q1 FAH<kd o

ek

Z R



128 AAHE E-gAte B AR
1. Hedge Fund®¥ &7 - A9, A%, 2 74

Hedge Fundell #3F 9 3Hoke7} %Yt Hedge Fund’} ®H|?
a7 2/20 ©k ©]3> Hedge Fund7} FAFH =X 3] FYHA|
RUth= AMES 3= jokedUY Tt 2/208F $H312, management fee
2%, incentive fee(’d ) 20% S chargedt= fundZ t 2 A o= o] 9}
FUth California 95 ¥#2]7]#<] CalPERS FA}=¢] A7+ Hedge Fund
manager’} ZroltEutt. 1A FEALL fee structures ETIY, “2
and 20”7 ol dEREUE A FEAE oA SJdsHd 1A
o] Hedge FundE *dAE 2= fl=tl ol 2/2085 o7 sy7,
“2 and 205 chargedstA] @9 W olF % $2lE HZ Hedge FundZ A3
Z4shA] = vl AEyoh

AMd Hedge Fundv 19334 Securities Act, H=v 1934'd  Securities
Exchange Acts A A=A FUFUTE HS5o] 1940 Investment
Company Act, 1940'd Investment Advisors Act, the Commodity Exchange
Act, Bank Holding Company Act A% A=A &UFUHTE SEC oA
% Hedge FundE 183td< A= fIsUTE wWEhA Hedge Fundol
g HEAQ Gyt ofo] gl

By American Heritage DictionaryollA] g 2]E Zol o]s}H,

¢

52

K

r

~
N

It o 2=, A odE F §le capital gains e AIEE A
w2 W&lA, Short SellingS 3h= High-Risk TechniqueE AM-3h=

Investment Company”

T 9o AY= gk AL olyAg, IfifstH Hedge Fund+=

o
Investment Company”} ©F'dUth Investment company= 1940
o

Investment Company Actoll ¢]sle] SECS] A& Wrolol a17] wiiE ¢



Utk 45, 389 Hedge Fund o] A &H o2 HFZQ 429
S &3 dFUTE BAES 9E FoS fEA FE du=Es

w2} Hedge Fund?] €42 Ao,

“Hedge Fund= public securities, private securities, 3+ 123
securities®] derivative instruments & buy, sell & 55 leverageg g
st Ao = FAE portfolioE managest= AR FAF AE7 ot
Ao ool gt Hedge Fund”’} Mutual Fund®} #-2 traditional
Fund$} ©& 6 714 8.4

D Hedge Fund< sophisticated investors & A& 98 AR F AL 73
Folth. (SEC TE CFICY FAIZ YwhalA] &7 Yaire &89
Fund A2k 1008 S HolA+= T accredited investors®] =2

£7) - public offering®. 2 FA5 2& 4 glv A

2 Hedge Funds© Mutual Fund®th=(F FH2IgH vll-$ concentrated
H portfolioZ TA= ] AFUT ©] r]=, Hedge Fund+=Style of
Investment”} “Skill-based” ©]|=. 2 Market Return(Beta) ©.2 %7}4
F glsyth 1 232 Hedge Fund manager= Benchmarkol] 172

H securitiesE holding® 87} §loH, benchmark-riskE 2% 3}

rolx HUrt} welA HF managere portfolio?] valueE add¥ 4=
AT A= securitiese] FFdlH He AYUG & o2 olfE
HF manager+ narrow® FAH S €83} concentrated portfolio
SISEN

@ Hedge Fund= Mutual Fundell ®l3}| derivative strategies& &X &
SREE Y
of]) convertible arbitrage (options buy/sell = 5, derivative strategies

& AF&ES =2 sophisticatedt risk managementE Sh= system)



130 AAHE gt % A

@ Hedge Fund+ Long/Shorts AR8-Stth - HF manager~ Short

securitiessl= o] FAH o W&alA Eg o Ut
o) equity long/short)
© tFE4 HF A= non-public securitiesol] FAFsh= A o] HF o]t

o) convertible and high yield securities 5 ppm2.= A|FHt}. (SEC

9] review benefit ©] $1T})

® Hedge Fundt %-2leverageS(10 times net asset base) &-83tct. -

Mutual Fund< limited leverage(up to 33% of net asset base)

O Hedge Fund®] 4%

Hedge Fund© 1990 %9l F437 3ol 2000d =9 $500 billion o
A, 2005 9% @A) $1.5trillione] asset size 8000%17§¢] Hedge fundsZ®
T4 Ax2 3447 sy ]9k 2ol Hedge Fund7l A 4743
o]+, 2000 - 20021 31 E<te] ZAX global bear marketo 2 13}
stock-bond portfolio®] AHA7FA7F A WG o], EREZE B
FAA7F Hedge Fund”} stock/bond ol #3t FRE Hujgk &85}
7191314 buy/sell = 3= oS 4 Aok AR, B FAAL
stock/bond®] FALANA g A4 A FfE odstHA FoAE] A
g 71U 4= &= Hedge FundE A3 3t} wix|wte g 2/205 9]
B2 feeE WS F U= Hedge Fund Industry2 €3t braind
trader’} o] &g o]¢} Z2 talent®] Hedge FundZ o]s&8%}o] HFY
Ads 2A AAA7I=H s



IV. Hedge Fund®] Due DiligenceE 53 Risk 47} G341 FAg<t 131
2. Hedge Fund9] &

Hedge Fund= =LA 5999 HgFo g #57F Tt} - market directional,
corporate restructuring, convergence trading, and opportunistic. E=gF ©] 2
< s F8shks A Aeie F4 A% (Equity market), 8 (Bond),
A& A1 (Futures Exchange listed), “&9J3HA845%, SwapAl%,  structured
products, 7]1(Corporates) M&A 5°] U5UYTH

Market Directional market systematic risk& F3sh= o= -
Equity Long/Short, Equity Market Timing, Short Selling 5°] 7]l

3 "3ych

Corporate Restructuring 7|9 9] AFIL3}= merger, acquisition®] ¥
HE 2o F Distressed Securities, Merger Arbitrage, Event Driven
5ol o7]e &3y

Convergence Trading< arbitrage trading techniques AM&-3l= %2k
© 2, Fixed Income Arbitrage, Convertible Bond Arbitrage, Equity
Market Neutral, Statistical Arbitrage, Relative Value Arbitrage < %
go| 7)o &3Pt

Opportunistic g <ol &3t= A2 market®] opportunityS ZtolA]
Ast= AFSE Global Macro, Fund of Funds (Fund of Hedge
Funds, Manager of CTAs %3}
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3. )9 AlHedge FundE A H 3l FA 3 of =7}

- Due Diligence

7). FRAY FAEA

Hedge FundE A® 3t FA5 ZAAs7] Aalixe FAY T2 +
°ol& £AE He AS o, X7 daHAA, 53 22 e
2l k=)

1S Hedge Fund manager2 FE Eojof ).

AR, Hedge fund®] T2 E2o] F17}? - oW marketol] F2ta}
31, ©] markete] th3 Hedge Fund managere] ¢uH2Ql Fxjzx ko] (U]
= A3 F3121A], Hedge Fund manager®] benchmark7} 31l

12 ojok Ftk.

N

N

[

£, Hedge Fund®] %4} (Investment manager/committee)”} ©]%
Al o]FoJA =R Wt investment processE Z Tetstal lojof gk
o} o & EojAx] HFY Disclosure DocumentolA] A H U &L 214219
doj2 AEste F= A YUtk o] 2L FAARZAAES Fotste A
< HF9 & A4 vF S83Ih. 5 Hedge FundE Black Box
2 A4FYY. 22y Black Box program-> HF program®| Arbitrage
T+ Relative value F2Fo|A FF2] securities/ investment contractsA}
o]8] 7tAZIOlE ZFolfe (ol8AY THEAFAEE AT T EF)
computer algorithm@Uth. Z#jA computer program< AR&a|A] 7}A
= 748k, 8% 7HA0] “expensive”d A& Fil “cheap”’d A
AFRA “o]57E FHshe AFYUnh YubH O =Z Arbitrage program-
market riskE A3} StHA, o]9F L A2 market risk(Z7FEAFO)E
B Hge] “Value”E F53H7] 918l Leverages AHg-sh= AAHT
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kA Black Box AFA| 7} investment process©]™, 1% 7] o] it
investment processtil & 4 glFUth it FAAE Black Box AHA
+ E 4 g1A9, Black BoxollAl O F8¥ 7149 errorg trackingshil,
@ computer programol|X] FHH 7AW R trading?] ©]Fo] H=AE
ZAMs EWHA Due DiligenceE 3t AYUTH E3F Hedge Funde
“skill based” H.olof &} skillS processs} st Aol wl$ oJHE A
ojH, o] skill> oW 54T el Lal A5 olsfaloF gt whEbA
process risk #THONA TS (Transparency) ¥ Holof gt o] ¢
H= HFlAE= 54 7R0Y w3l FAH ok gt AlA, Hedge
Fund manager”} smartstthil A 7t= = o8 43| 3sfjof gth AR,
smartdth= W82 markete] HRE A3 A7 F = gL
Holw, 22 HARE HuA FAo] Fed 2 FHES =
e uFUTh dE W, BE FAAE] marketplacedl X =3 7
s

3 JEE BRIAME ¥ mispricingS X3 F e TS LY

ofr off

el

o o]¢}o] Hedge Fund manager® 77 (competitive advantage/

edge)o] FSlolH, ojPA &8t JA=AE FHsfoF

U 72 U3 A=

1) Fund Organization

Hedge Fund7} oA Z&Ho] A=AE dofste Aol Fasith
Hedge Fund(Fund Company) ¢} Hedge Fund Manager(Investment
Manager)7} M 9] legal entity©]™, legal structureE FH3til UFY T
WetA Hedge Fund manager®] 7%, 714|713 gt 5534, 8
staff 5= Ay Kolol gt
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Hedge Fund manager= X5 Off-shore (Foreign InvestorsE 913
9} On-shore (Domestic InvestorsE 913 F70¢] Hedge FundE A A
3t™, Master fund/trust (Master Feeder Structure)g tax-neutral A<
o] (Cayman Islands, Bermuda %) A*|3l= Z o] E5<lH Master fund
X3 o]f-= on-shore®} off-shore fund(separate accounts Z3})
assetS A 5Y3 hedge fund managerd] skill#} 872k <
dES WA st f1g APk

b 1o

2) Hedge Fund Manager Organization

A A, Hedge Fund Manager % Satellite Office®] ¢%|, Fx}x}e} 7}
T 2HE Office®] A - Manager®] business hour®} investor®]
business hour®] A]7tth x}o]

EA4), 2% - CEO, CIO, COO - ®kefoll & Algho] Ex}9}, &
S @33he 232 4 ¥, 5483 CFO+= HF manager®] 87434
HuAME @332 2 CPAT AEAE 870 Fasith

Ao 2, FEAAE Trading B39 senior manager, IS #9)%},
Marketing B9 %}, R&D F3AHE FRlallof stth. & principals®] 1l
5 3 Ae4d ol ¥§ document &<2l. 583] Hedge Fund manager®]
H7 trading BAS Fetdhe Aol TG

of]) oJtJ4 Hedge Fund manager”} shorting stockdl= trading 71H-<

Hi =42
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3) Ownership

Hedge FundE =3t = A ownerships Fetstal Qe
Bol FQ8stth. =3k Hedge Fund M
< “key staffs” sharestil QU= Z-2 “key person” o -E&HAE ZA

sk T a5kt

anagement company”} ownership

4) Registrations

F 2= Hedge Fund manager®] 7FA17]#d] &% AMeS 7|53
Folol gttt Hedge Fund Manager~= 1940 Investment Adviser Actd}t
ol ] Investment AdviserZ Securities and Exchange Commission®l| &%
g g Atk FF°] ¥ 4%, Hedge Fund Manager= A3 32 &3
AEE ADV 2o oA SECO wid A|Es)okgtrt. ob™, Hedge Fund
Manager= NFA(National Futures Association)?} CFTC(Commodity
Futures Trading Commission)®] CTA(Commodity Trading Advisor) =-2
CPO(Commodity Pool Operator)2 FE5& F Utk wepr] FAAE
original & Y5 F135taL Hedge Fund managerZ4 9332171 A

=22 313 2= 9t}

L

5) Outside Service Providers

F2A= Hedge Fund manager®] ¢|% auditors, prime broker %
legal counsel o] FTRJAE 7153l Fi, 1L 7|#=S g8 2ok

AR, FAA+= Hedge Fund manager®] < financial statement®}
annual A 7A} H1AE wolHolol 3t} Financial statementol] #-3h

BE o CFO ¥ 2% auditorsol| Al &FsljoF gtt}. HESF Hedge Fund
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i

manager®] accounting system ¥ accounting operation®l| #3gF K
9% ALl Eo g,

Hedge Fund manager®] prime broker+= hedge fund manager®]
tradesE A A3tH, tradingdt EE AN FS A2I5te] managerol Al
report3tth.  EFF shortdl7] 913k lending securities, leverageE 9%t
short-term financings-& A&t wepx FAA= 23] prime broker

£ contact 3|14 Hedge Fund manager®] trading position®] Z#3s|A =
T 9Hs et

F 2= Hedge Fund manager®] outside legal counselS 7 53l 4
manager®] TFA|7|El T AR disiA] glstal, S¥E3] W7
£ % industryl A B# 55 Gobth Legal counsel®] Hedge Fund
Manager®] offering memorandum< A4dstE22 o £a5 2AIAS

o) terms & condition &S FoFalof = Aduig ol

T}. Hedge Fund 4 A Fo| I3} HE

FApdekel] #3%F Due DiligenceE #1311 hedge fund manager®] style,
FA5t= A1, B} manager$t HluE = 7AE, £4 idead] sources, A&

3} benchmark 5°¢] AEE oo} 3t}

1) Investment Style

Fund”7} w3t Z2k(style/strategy) &2 &
th. o]l Due Diligencezxt ol A= FAA7E B4 e FAESEHS 74

oo

_O‘L

rlr

N

¢

-
ML

:CZL_‘,

Sv
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Ao 7 yotste] Documentations 3fx] A8 Folof sttt

of| & 5°] Convergence Trading &S Bgitial )& o], “Statistical
Arbitrage” ¢} “Economic Arbitrage” & F 7}A] styleo] QoE = 7}7}e]
stylel diallx] ols|E st A8l 71Es] Folok gtk “Economic
Arbitrage”= 27]2] fA} securities®] 7}AA0]E fundamental 3+ X}l A
inconsistent$tA| & A4 tradingS ZSI=  styleo]th. ©]  trading
position®] E-f7]7F> AlA] correction B wWj7lAo|H, HE SF, 159Y,
e g/HE7HA 2 % Utk WM, Statistical Arbitrage™ YAIFOE
market price7} statistically x}e]7} 1S wio] tradings A gains F7
3t short-term relative value tradingZ2FS. 2 position> Tl A e|gh
ot} o]5 =L Fixed income. Equity, =+ Convertible bond market®l]

A &-gHn

2) Investment Markets and Investment Securities

Hedge Fund manager’} FA}sl= market - equity, bond, commodities,
future markets, currency markets, derivative securities - ¥} ¥7 Hedge
Fund AL 2ol @32 Q1 securities/instruments 5= 7|=3] £ ¥
3] derivative markets &-83h= HF Z=olx= AME-3l= derivatives®]

type F derivativesE buydt= A9, oW marketIAE 7|E3 Folof gt

o} dE E9] “short volatility”E &-83}= -9 “out-of-money cal’l =&
“put option” & sellsl=H| & option©| exercise H= 4-F FHT &S
2P F Joerz o] tiHlg risk management”’} FHIEO] JY=AE

Agso} 3.
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3) Benchmark

Hedge Fund manager®]l benchmarks A3t tle 2] =2o] 9l
o ofustH, AR ZE Hedge Fund FA} style2 skill-based ©]|E=
passive securities indexZ W A|st= Fol= AZF Atk =R/=Z, Hedge
Fund manager”7} &-8&3l= FA 22 passive securities index® 742
 gith. ¢lE £W, long-only passive equity index”} equity long/short
hedge fund®] 243t benchmark’} & 4 §lth. wlA|2tC 2 Hedge fund
managerv A|¢HE concentrated ¥ portfolioZ broad-based securities
index®l= FE = ojo} st} weli] HF strategyoll Bt ZA3E index7}

o™, Hurdle RateE A 3|4 Al&-3ch

4) Competitive Advantage

#4 = Hedge Fund Manager’} TFE2 managers$} HlaulsjA] F-

ol 2 Aol derlr &AM F& SHE AL =P AE

[ e

£, better fundamental analysis? good risk control system©] S1=7}2
Better quantitative models? ]| financial marketsoll 483} UL}?

55| Due Diligence @AY A “FA%] document = ojof gt

T b2 49 & Merger Arbitrage managersol| 432 H, ™ managers™
FEH dealsel FAE =7 31H, ©JH managerst potential deals®l
speculate &0 2 FAE A|EgT}h ©]H managerst cross-border deals
of £2& 3t=7F 3tH, & managersv A4S HEAHQA 9SG sl

A= deals®H FAHH
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5) Current Portfolio Position

F2A2= Hedge Fund”} @Al exposure® il 31+ long position¥}
short positiong &<1gtt). gt Hedge Fund manager”} keepdtil U=
cash portions T}e}elil, 1 o5& A8 7|&3t} dfvkstd Uiy @
2 cash portion2 FAFHZFo] neutralell FA o] QS 4 7] Wil
o} T3k F2At= Hedge Fund manager’} fundellAl @A) 2 79 =}
£ st A= AE FHotsjoF gt} Hedge fund manager= concentrated
H portfolios +8&3EE FAA= broad market risk Hrthe= 573
stockoll exposure® riskE AL 7] wjEo|th wiAHo g FEAAI=
Hedge Fund manager’} @A 9] market &ellA o]e} & portfolios
Hatar e olfE AEsan 1 @WHe 715 HF manager’}

markets E T insightE o|sfistdA] o 2o Fxpzs F43th

6) Source of Investment Ideas

Hedge Fund manager®] 52} ideas®] sourceE I}}stt}t. Idea
generation®] Hedge fund FA+4 ZE-o|™ manager skill®] source°|t}.
T3 Investment idea sourcev= HF manager®] competitive advantage
o} 713t #AE zta Utk FAA= Hedge Fund manager®] idea”}
o] marketol]- bear markets, bull markets, flat markets, volatile
markets, &2 O}FAE o}dAE- 7HF workingS & St=AE 9ot
oF &t} Absolute return Hedge Fund manager (53] hurdle rateE
benchmark® 4h= manager) market direction®ll F#sjjo} st} 1%
Al ¥ 99, manager®] T9E-<S market indexel Hludjof dh= =AY

o A o
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7) Capacity

R3] A)7]=+=  issuec Hedge FundFAFHA=F]  capacity o]t
Hedge Fund manager+ traditional long-only managers®} Hlu3jA] T
A A portfolios - HA economy?] Z2 sector WA= FEZ Q1
financial market - targetd}l®] 28317 wio] AyHoz FxPHere]
capacity7} A|gt=] o] Ut}

of| & E9°] convertible bond marketst= A US equity marketel] H]3
ol 2 Aoty AH S F convertible bond hedge fund manager

+ equity long/short managerell HI3l A|gtE capacitys Ztal Ut

ER A A A capacity= 523 issue|Th fUFstH Fxle] I oA

= do A4 & 2o 9§ g2 FAANE 8PS W manager skill©]
AHol & Az A Q7] itk o] A= v Be =ol F
4259 dealss chasedt= 239} 25 71 Utk

&}. Performance Review

1) List of Funds and Asset Under Management

Hedge fund manger”} ‘"skill-based" i 3= AfFolA Hedge
fund”’} passivedHong-only index$} HlulE+= RS WA|SHA|RE, HF9
Drawdowns< financial markets®] o{zdo] #A|gle] HF manager©l Al
Aol ea Augun. wekA HF manager?] skill FZo] dvpekE
fund®] -2 2 ZAEM, HF manager’l skille 3]&53}3l fund &4
< FEsed o= AR 73] 2eHEAE SHse Zo] TaUY
o 283 HF manager= YAIZQ skille] GAS FAAIoA A

% glofor Utk
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e

U2 F22= Hedge Fund manager’t 2 719 fundE *-8&3kal 3
om, 7} fund® AUM(F AHHTE)S Hedge Fund managergl prime
brokers$} custodianss &3l @5 4 AT monthly statementsE HE
st Fofsitt o] ZE PH=Hedge fund manager® Investment
capacityE 7F=& & Al Sk

3, HF manager’t ASA 02 funds $&9 7)3to] dupEgr
ojgleH, fund®] &dH o] o= Hx U (consistency)e] A=A

, 7} fundel]l 22 &2 (investment strategies)S AT

7158 F=th o] ARV 8% olfr=, Hedge Fund7} &=
H]'gol FokA AZF 15% 7HA FAEG Ut weEps AEg
Hedge Fund managers= 4#4 A 8475 2#¥ 52t (long-term
track record) R oJFoloF FUth 7]4 long-terme A1 term©]
A ¥ HE 53 o] o] long-term ©o]z2} & 4 3l

[ >£ 30
ro,
A

=
=

=
=

o
rr

THeko] Hedge fund manager”} 27] ©]7¢ hedge fund& +-8&3kil 3
oW 7} fundol|l i3l FA} strategy 9} styleo] #3F documentE

ofF Yt o]¥ A9 FAA= HF manager’} oH tradesEs oJ=
hedge fund®l| allocation3t=A5 &% 3| do}sfof

2) Drawdowns

Hedge fund®] net asset value7} FAE<E &S SHs= AS A9
Yot Drawdown Hedge fundelit H&5= Zo] o}
fundol= AFEEYch o9t mutual fundoA] Drawdown2
index®] 7HA&=Z ZAE M market riskE ¥FYFY ot Hedge fundol A=
EXsecurity riskE UEM 7] 9alA] market riskE HFISHA] & Aol
Utk oAl D3, Hedge fundollXl S E  specific security riske
Hedge fund manager?] skill®] &3-S =ejdlcial 28 4= 9ok

31 mutual
[e)
T

market
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3) Statistical Data

Activedt Hedge fund manager®] performancee] #HE HES|oFgt
BAA AgoE, fund®] A 717+ F9te] FF £ E, WEA (standard

deviation), Sharpe ratio, Skewness, Kurtosis 5°] At}

Hedge fund®] benchmarkE A% 4 US A%, benchmark?} fund
o] F9lE datag ©]&3t betaE FHEY 4 Ui, ©] betax hedge
fund®] systematic riskZ 3l4]%©], hedge fund® <& ©°] benchmark
of driutd AsEH FHol=AE AFst 74 g Ade o o}
7} IR(Information Ratio)E F8E 4 U=, ©]AS hedge fund®] =
9] (hedge fund®] F9lollA] benchmark®] & Agk Joj54=2))
Z35499] standard deviation®.Z UF Ao 2 AHo=Hth uwlglA

§oyo

o

IRE =&3H Y9 active risk @ D& active returns EA| U Ayt
2o 2 /4322l long-only manager®] IR 0.25~0.50, hedge funds ©l
AE IRo] 1~15 AEE 71dT 4= AdH5Yoh

4) Withdrawals

Hedge fund manager”} fully investE & wo| FAx= FH 3
] @ o] E01¢kS w9, hedge fund manager= AT S WE3}1Y]
A FASEAL AN securitiesE sell 3fjoFstet. ojufjoll o] 2] 22
A Ae]go] AW, T3t illiquidet securities?] 749 1 H-§2 T
AA Folty. metA] o] 22 fund performanced] FFHo = o
&S FOZ managerZ FE HA g dist JRE Fetsin.
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5) Pricing

Hedge fundoll 11X 7}¢ & issues s+ manager’} o] %Al
fund portfolio®ll = securities®] 7}X|(value)E 3 7}8+e] performance
7128 w1} oltf, EXWE o] issuex= CDO, distressed debt,
convertible bonds &% &2 354 (liquidity) o] A2 securitiesq! 78-F-
O% Azbsith o ZE o] HIfEA wEol (less efficient market)
Hedge funde £ =349 (excess return) & ¥ F A= ZolH, o
£ 501 19984 LTCM9] uFolM A3 AAH, #3548 e el
securities®] 7}X(price)7t AZtSHAl "olA= Ao|th dlFE9 Hedge
fund manager”} portfolio®] markings 317|984 WHAHoZ H &5
Al securities®] prices AA3sI= W7ERE ¥ (valuation model), “Mark
to Model”& zta o} whefr| FRpAF= hedge fund manager’l ©1%
Al portfolio®] A7MAE Brlet=AE 71ES| Folop Iy g
market stress 7|3t &<Qtol manager®] EFo] YA LI =AE
AafloF 3t} jukadtd, BE market stress 713F B¢ FA27F SofE
sl7] oot

ihd

v}, Risk Review

1) Risk Management

Hedge fund®] risk profiles 3}o}sl7] fsiixe o9 4714 58
st AFo] 3tk Hedge fund manager®] FAdEFe] WEZH risk level
27 F& risk7b #YEH JEIP Riskzb o9A SAHR Q7R
Risk7} o9 A A= A=71
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O Hedge fund Manager®] strategy©ll W3 ¥ risk level

F 2 A= hedge fund manager”} conservative 32 aggressive X =F

FTota A=AE HAotsfordit). (&£, equity long/short ek
F73t= manger?l 7%, FAAE manager’t unwanted riskE
hedgedte] riskE §lof7] 98k AI=E 3= manager?lA ofYH
long/short positions< leverage up 3}7] 9|34 borrow 3}= manager
AAE Frlslof st} ZEH 02 FEA A= HF manager’} risks 318
/3¥ sh= AerE a9 FAAEH dAst eAE FHsA dn

slofof g},

o o

(O What Risks are managed?

Hedge fund manager’} <= risks& monitorstil JU=A|E Folof
sttt o] E5 ], manager®] portfolio”} 57 3JAF &2 securityol FAh
st dghdo]l I=A1? Manager”} F 4| long exposure, short exposure
%2 net exposureE monitor 3til YE=A|E? Manager’l FH3sh= T

/# 24 market exposure=? Hedge fund manager’} currency risk,

interest rate risk, credit risk, market riskoll TEjA 1@ 3T (Hedge)

£ s=A?
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(O How is Risk measured?

Risk= Volatility(standard deviation), ~Semivariance(variance of
returns below mean), Sortino, value-at-risk, style analysiss< &3ll4]
=449 & ot weEtA FAAE hedge fund manager’t oM risk

measurement system= #-83}1 AE=AE 7|FH FeHh
O How is Risk managed?

Z}= Hedge fund manager”} portfolio®] position #2]E o9 A
stal A=AE - oAl 2ebd, ZF F4; positionel] S A skar 9l
A&7 32 hedge fund 4¢lE° W& (standard deviation)e] st
s AAsta B8t I=AE? Hedge fund manager”} active risk
(excess return®] WEA)Y IS AAstn #YstL UA=SAE

document 3t}

EW3] option sellings sl Hedge fund managerq! 7-%-, “short
-volatility” S oJEA At A=AS A Fetstar = A, &
oA FE-S (over-the-counter derivative instruments)traded}t= hedge
fund managerQ! 79 “counterparty risk” credit riske = ©1EA #E

star l=AE Z olsfstal glojof gt

AEH 02 FAA= Hedge fund manager’} riskE oJH g oA
B ™, manager®] portfoliodA] F83tA WEE = risk7} FAolH,
excess riskoll WajA manager’t /B A t-Zt=AE EA8oF ok
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2) Leverage

Hedge fund manager= #-8% leverages SH3l=
T i 5-2] Hedge fund manager= leverage®] SHAIE AA3IA ¢l
AQorvF, FEAAE manager’t A€ 4 = max leverager EE
fund A|Ztell A FE] B leverageE document dF=Th LTCM 7}

massive$t leverageS AM&-gH A o] gpibE A1F 9] 3pfolt)

3) Risk Officer

7} 8% AL F7F RiskE monitor =712 ClO$} CROE &Y
Qlo] Hojx= <HET fstH FAEE (investment management)}
1 e (risk management)= A& GHEE 75 0]7] wEo|th whek
leverage®] amount’} A H A ¢F2 ¢, Risk manager’} 1 SHAIE
Aok gt} Risk managerv 7+ fund®] leverageE monitorstH,
fund®] FAA=H LX|5HA slob doh. T3 Risk manager= hedge

fund portfolio Woll A= 7+ T2} position SHAIE A3 oF o}
B}. Administrative Review

1) Civil, Criminal, and Regulatory Actions

Hedge fund manager= A'd 5%t hedge fund manager =+ 27t

principals®l] gt BE civil, criminal, 7#AI17]|#o2 FEH w2 XH F&
25 F7hsfoF stk Businessot A E TAASAAEE, oA FAF

Zpol| Al TAZ o2 ET) 3 AFAA| 7 EAH ol dukstd AL =
AAE AHlSH =7] wiEol Hedge fundoll #H ¥ performanced] §73

&= 771 Wl

X

0]

hEg

ofk
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2) Employee Turnover

Hedge fund industry”} skill-based 2= 5 ol|A], hedge fund
manager®] Z} staff= 7}’ valuable g+ 2blo]t}. efuksta skille] A%
171 W&ot 18 Hdd HAZ Ao S B
F= A°] F83lth Hedge fund manager®] competitive advantage®]
Zloltt o] 2 Q1S HES= A o] advantageE

o
FAGE 2% 3o sl A2, olde R4 AT A2e

%
o}
r
ol
(e}

H
Ho
ro
(o,
o
ol
(i
>
)
X
T
(0%
o
aq
[}
—
c
5
a
=
Q
5
QD
aq
[}
=
Lo
4
)
=
L
o
o
2
o
ol
=

3) Account Representative

CEO 2J9l] T2 contact person®] Y= ] performance, withdrawals,

F2+57}, distribution, meetings 5l THH issues= A g

4) Disaster Planning

9/11 ©]%°l Disaster planninge FAg ZAOS=E HATh Hedge
fund manager= computer powers 83t sophisticatedt trading
model 52 AFESIEZE trading time®] <42 performanceE #3HA7]
o} WEkA Hedge fund manager+ trading 5=+ investment operation
S down Al7IE AA EE A9 A7 BAYS wjol] HEFAT=
Algo] lojor st} o] H g A= computer service providerZ} AF

St disaster recovery siteol] YE AU 71 Uk
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AL, Legal Review

1) Type of Investment

Limited parnerships(large pool of fund 97 sharesE T%)%} Separate

accounts

2) Fees

Management fee (X.-52%) - collected on a monthly basis, quarterly,

semiannually, annually

Incentive fee (X-520%) - collect any incentive fees when NAV exceeds

previous NAV(high watermarks)

3) Lock-Ups and Redemptions

B Hedge fund 9lA= Lock-up periodsE 873174 &= Zo] o
FA o)A gk, 8 AFe] B2 Hedge fund managers’} lock-up periodsE &
Tohs A&l vk ol E °olf F S, SECTE 21d )4 lock-up
periods7]— A= Hedge fund9 Al investment advisers= registration‘c?H
ofsl= SEC A= FH WHAE & & A7] wFo|th o] 73best
F2A= &l (redemption) & &7 & 4= gtk

FAA= redemption fee7t J=AE FRlgth BE Hedge fund
manager’} redemption feeE chargest= °lf=, FAA7E fundg L
= AL WASY large poold FAEHE EZo] i, ® TOE o

v liquidatingdl=t] A8 5+« H&S BAgRtoH = HF o] gith

Ir Fl
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M

Withdrawals #} Redemptiond+= terms & condition | Uﬂ/\]ﬂoi At
oJ™ Hedge fundv monthly liquiditys A&3tA%, HF2 quarterly,
semiannual redemptionS {73}t E3F redemptionst”Z| 918 A4= 30~90
Y ol noticeE L73tth 7)A & 7FA] riske liquidity mismatchT.
< Hedge fund manager”} FA}8tal QU= securities®] liquidity”7} 2
= ol WA buyers 27| o#® B5-E ST wEbA FAARE o
gk Ae7E AA=AE 3ok gt

4) Subscrition Amount

2 Hedge fund® minimum subscription amountE ™8 A|§H}
HE E2amounts: &7sh=H], 2 ZFAo]f7t At stue= FAHES
implementdl=t] Q3 2A5S FRIthe= SHY, large net worths
213t sophisticated FAFAREO] fund9 riskE &3t AR FAA

7|== designdl7] 918 H2 o] it

3tk o]fE 3 single A} fundd UFE 2 HIES §&8HA

FoH= HAo|th. E3 hedge fund manager 7} capacity issueg -
s

5) Advisory Committee

Advisory committee= Hedge fund managerol Al 7% <l inputg‘

A= group ©ltk. EF hedge fund manager ¢} FAAFe] T3t
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Advisory committee= 5E3] f5A0o] gl FAbd tisA oj2A
valuations & ZAA At & = Aot F2A A market price7} &
ASHA] 2+ 7% fund manager’t AA| mark up =& mark down$
sfof Ao #ajA 2E & F ATk I A FAE 2PT AAA

of &, BEFste A5, EultEY capacitys O EoloF X #

o}. Reference Checks

1) Service Providers

A AF3E 9 service providersE HEF3I ol& E9] outside
auditorol Al H auditS P9 A|7], B FHAI ALl Ao A AL
=AE g1sth T3 hedge fund managere}e] #A 717 F<toll &

9»1'1: = T v

sl I
AF ARG issue”t AJE=AE Felgit)

Prime brokerdl thalr+= LulibE A5 margin callso] %o,
margin calls®] 715, 123l margin calls®l]l thajA] hedge fund manager
7} meetE P=AE A} Prime broker’t HF manager®] At
valuatione 7Fg 2 H71ed 4+ Jd= YHo Jdo= =, Prim broker2}td]

discussione FALA}ol| Al reality checkE & = = 7] ot}

Legal counsel#}] 7oA HF manager®] A1 $I9ka) 9], 1A 7]
ol $uket AL} TS A3k, hedge fund managerZ} A 7]l

5E% A 5L FAFT

ol
G
do
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2) Existing Clients

Hedge fund manager®| existing clientE %314l manager® %=
A%t Financial report’} AAlo] EIEAEAE? EIA 7L o]3lsh
7] 8ol =A]E? Financial performance®] #3t & Jo] manager’} 37
Aoz PHIP=AE? Hedge fund manager’} oF&3t o= - T}
2 o] A=AE? PA client’} hedge fund manager®] performance?l]
#aA o| $8E 2 UAEAE? DA dientrt W FAE T &7}

AEAE?

A= FAAP A= Hedge fund manager©ll
% A= EEH 3 g1 & F A+ 71§ otk
°F Hedge fund manageroll tsliA] oj® oJ4lo] = A5, ©] o

a8 A, 1 Sojof Tk

_h-n o>
tlo L i

4. Fund9] 938 &4
7}. Return Distribution

Hedge fundE 11#3}=t|ol= mean-variance efficient frontier, Sharpe
ratio®] EAWoRZ= EFESITE ufshH Hedge fund®] FAHAEE
S O

non-linear (H1413) payoff, 2 event risks ol exposure oS EZ, 33

T E, WEA, Sharpe ratioZ B0 2% YEhA] g 7o Qth

Hedge fund (Managed Futures 33} o] #3k A4 oA o|w] gt
517 wke} Zo], A9 stock-bond 2 FAH diversified portfoliol]
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Hedge fundE add & Wl returns =o]1, 918S (M) ¥5<
ZA| portfoliod] valuegE Eo|= EFHE 7HA FYth o|fr+ hedge
fund®] 3 A2l asset class®] <] @7 (correlation) =7}
7] WEYYth ©A] ZE mean-variance efficient frontierdl] Al 23]
HW, hedge fundE EFA|Z] portfolio’} T ¥ (improve) AS &

T AFHH

a8y o714 g 25 o Yoyl hedge fund®] return distribution
A2 (bell-shaped distribution)7} o zh= AYYTh 19921 d9l] William
Sharpe”} mutual fund¢} A|2He] asset class index®] ¢S Hlwst 2z},

Nke1Fez AHE & e ZAS HAFUTE 1 Fol| Fung (Hsieh) ©]
Hedge fundell #afiA 48 &2 A3, 229 asset class®] 272 #A%
T 25% "Tro = yehgdFUth o] A& hedge fund trading style'd 2 #24]
3 H3kS i, A long-only index?} equity market netural Z}= 0.17,
equity long/short ¥+= 0.829] $+2 FAE=Z UESSU:

Ao gAH dygoz B uw, hedge fund return pattern Ajej <]
asset class =¥ mutual fund®] 49} F3Z %9} mapping®| A &FHTh

Hedge fund®] F¢#X%, 5483] downsideE #241% o, Skewness
9} KurtosisE AXHIA HAES|OF YT Kurtosise Y& X TofA]
tail 3 (outlier event 7} A=ANE HE+= <], normal distribution®]
tall-\Jr H L gS o large taile] A= 73-F-(positive value of Kurtosis) =1
A B4 o] outlier eventol]l &J3F JFFoF 5] Yt Aoz 3|
oF FUtt. 2 EZ, outlier event’} WA chance?} BolA riskydt F
A= AUl "¥hHo] normal distribution®] B thindt tail #3X7}
(negative value of Kurtosis) YEFIH outlier event’} WA == chance”}
HAAt= |2 JHHCE less risky stttal A4 5 Sle FAAH
o7 v & & syt
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Skewness= normal distribution® ¥ 3}7]93 = PYTE Normal
distribution2 skewness’} §l°] ¢4#A3] means FTASOE 9o E¥7}
o) (symmetrical) YU TF Negative skew= downside exposure®l] =]-5-

1 X% 0|3, Positive skew upside biasE <w| T}

of|E& £, Credit risky investments= fat tail(positive kurtosis) ©]
e FEE YU st event risk ol exposure FH IR 7] WY
Uttt - risk to downgrades, default, and bankruptcies. %3t Credit
risky investment= negative skew®] 7Zd3%Fo] FUTh o] F 847 B
H Aee FEZA large downside tailo] YERH, 47}SE downside

riskE 2wy}

p

Arbitrage strategy®] convergence trading® 79SS WG SE 3=
Corporate Resturucturing A== Credit risky securities®} +AFSH fat
tail ¥3X 2} downside skewE HAF= EXE YUtk I8y Fdjd o
2 market exposureE Tdt= M-S symmetrical #3XE HAFIL

FUth 2 H marketol] exposure® hedge fundse fat tail S H o3

e

o5 oFefe] 3E+= Hedge Fund Research®] #FE<1H], 19901 dF-H
2005517441 9] Hedge fund®] HeF HZ 9 FolE5S AMEste] AlLtE
A3 Yyt
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<E IV-1> Hedge funde| Hzfd A E

Foes st |y | s | S
S&P 500 1.01% 4.40% -0.63 0.58 0.14
ffdiigh Yield 0.75% 2.05% -0.81 4.16 0.17
HIERI composite | 1 139, 1.98% -0.61 2.90 0.37
Equity long/short 1.36% 2.55% 0.19 1.41 0.38
Short sellers 0.32% 6.10% 0.14 1.55 -0.01
Market timers 1.03% 1.95% 0.09 -0.52 0.32
Distressed 1.21% 1.75% -0.67 5.69 0.47
Merger Arbitrage 0.82% 1.22% -2.63 11.64 0.34
Event Driven 1.17% 1.89% -1.32 4.83 0.41
Arrirapeo™e 0.68% 1.23% 1.72 10.60 0.23
Aobireane 0.81% 1.03% 112 1.96 0.39
Fquity market 0.74% 0.91% 0.17 0.38 0.38
Aalical 0.69% 1.13% -0.06 0.50 0.26
Relative value 0.95% 1.04% -0.83 10.51 0.53
Global macro 1.25% 2.40% 0.36 0.57 0.35
Fund of funds 0.80% 1.61% -0.24 4.34 0.25

Z}5: Hedge Fund Research
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1}. Return Sources

Morgan Stalley®ll 0= Anjilvel et. (2001) ©l 9]’3]-‘74 A Hedge
funds®] A F<lol= 493 portion©] “Alpha” S HAFR,
W mutual fundsE small negative alpha2- b}E}‘x’i‘:}.

227, hedge funds®] Alpha= ©]tjA] =712 Hedge fund?] Alpha
source Th5-# o] AA 4 goz FE3ch

- Inefficiencies
- Risk Premia
- Mliquidity

- Eventful Periods

rok
it
it

5. Hedge Fund®] &3 FxEte] of

o] A 74A] 7| &2 <] Hedge Fund®] scopeE AHE ulol] olstd, &
ofol & Ao] @o] JH Utk Hedge fundE & T sl A4
A5 BAA AEE sk A TadYH a8y 23 FHo
aHHo R §7] A s Boks wel, B 7HA] AdE
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O Hedge fund manager ©] databaseE T3} - manger data base,

strategies, style, performance, risk, &

O Due Diligence checklistE 2t/dstal #4 9= Hedge Fund manager
o thgt Due DiligenceE A3} - B 3 managerS Due Diligence
sh=H| 75-100 AZke] A8 ®okar

O Hedge fund5=2] profile©| traditional asset class®} Th& o] glor
2, A T2 portfoliodl EZ3 AlZ 4 A== infra systemS T
sty - 2} 53,  Asset allocation policy, Risk management, Due

Diligence ¥ 75, Hedge fund E& &3} &

O FU A= Hedge fund industry”’} S35+ A=} £9718 95
= AlFol Fesidan AAEd - kel Apda el A (

structured products %). WetA &=re] FAE {23l okl T

O A fund conferenceol|] FAsh= 7]

E WEojA A F <2l network
£ W3|HA], global investment®] && ¢

eplEs g,
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Yol Ao e

J

V. Al=d

Commodity Arbitrage

Volatility Trading
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3. Stock Long—Short & &t

Sector Rotation

Al HIE}
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ELI
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Recavery

2.00%

Fodt EH] oo,
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Contraction
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1.00%
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F00% | g o 100%

Pair Trading
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VI. Recent Market in Hedge Fund
Tom P. Evans Executive Vice President
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3. AAE 2etd AE WY

7}. Sharpe (1992)2] RBSA(return based style analysis)

O MPT(modern portfolio theory)

— #7kEd M7 9889 Aelo] AFBAZ AP 7Y

o FHoly AEH e AFA frtsdd dE FA= AEA
27V AAX 2 (CAPM: capital asset pricing model)Z} x}¢] A
2 7+ A 2 & (APT: arbitrage pricing theory)S AHE-3l Sk
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« HFRIY CSFB/Tremont® Z2 3AA= 2~ AFE AME
(Lhabitant, 2001)

¥ RSN 2B olge] WAFY] W], 2Ee A
57t 544 AAANEE A 2
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7} §A+8 (Fung-Hsieh, 2001)

Y. Swinkels-Sluis (2001)2] ASA(adaptive style analysis)
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« VaR 4Hg o]t} MSO(manager structure optimization) 53 A]
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