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< Abstract >

Introducing hedge fund in institutional investment

Due to the low interest policy keep going globally, for the
institutional investor like Defined Benefit(DB) pension schemes
or life insurance companies which have the fixed cash flow of
liability, the necessity of investment diversification began to
emerge. The purpose of searching for new investment item is
keeping diversification effect in financial crisis rather then

improving rate of return.

In this background, the majority of local institutional
investors are keen to increase the ratio of Alternative
Investment(Al), instead cutting of traditional investment in their
Strategic Asset Allocation(SAA). Among the various types of Al,
they are increasingly interested in hedge fund in specialty. The
reason is that hedge fund seek for absolute return even though
in a global financial crisis situation and can protect down side

risk.

However, institutional investor including public pension fund
are having difficulties include hedge fund to their investment
portfolio because of the misconception that hedge fund would
be highly risky asset. Hedge fund, however, has very wide
variety of investment strategy, among those some are high-risk

high-return profile but in general, the hedge fund can be a kind

- ix -




of Al with medium-risk medium-return. Another issue having
difficulties to take hedge fund is that it seeks for excess return
generated from fund manager’s idiosyncratic skills rather than
well diversified market return. Therefore, operating and manage
ment hedge fund requires distinctive know-how from traditional

investment.

Global hedge fund market has been on a very fast recovery
around institutional investors since the financial crisis in 2008.
However, the physical growth of hedge fund industry expects
to be limited as the US and EU have reinforced financial
regulation over the Investment Bank(IB). Nevertheless, the ratio
of hedge fund in Strategic Asset Allocation for global

institutional investor expects to increase steadily.

In the introducing stage of Hedge fund, generally starts off
investment using Fund of Hedge Fund(FoHF) and once internal
competencies are accumulated, then Single strategy hedge fund
is recommended to step up. But in cases, operational risk of
FoHF can boost up due to the difficulties of daily monitoring.
Thus, when it comes to large pension fund that has big enough
initial investment scale, the parallel investment strategy of single
hedge fund from the introduction stage needs to give positive

consideration.

Among the various investment strategy of hedge fund, equity
hedge type tends to be preferred in the introduction stage as it is

accustomed to current fund manager. But the optimum decision




of investment strategy should be decided by how much
diversification effect can be maximized with current portfolios
which institution have. Not Single hedge fund but in using
FoHF, decision making what to choose of investment style is
necessary. In case of institutional investor requires security,

conservative investment style is recommended to be proper one.
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A+ 8 A 47(investment style index)& 7|22 73S
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T8l A3 3.59% 3.09%
J 3= ko) [o) 0,
el g e T 7.01% 5.87%
o) =22 3 5.91% 5.52%
7A@ 6.97% 4.47%
BEAEAY 2.90% 4.10%
TAHEALE 3.06% 5.35%
AR A= ol 2 5214 5.38% 5.39%
ASFAERY 2.88% 7.58%
AA 53 3.13% 5.46%
=) = ] - 0, 0,
2w 3} ©] =21 (MSCI) 0.21% 4.81%
=) 5= 2] (KOSPI) 5.57% 7.34%
F : 7]17F& 2001.1~2012.10 Monthly data
A} &.: Bloomberg, KOFIA, MSCI
7}. B.4=F & 2} (Conservative)
O AN AHEo| A B4ZAFA(conservative) 82 2] A 2 A
AEYa Age TAst B2 F WEAS 2F duw 54

— B5AER 490 72 DS AN A FANEEY
(Equity Market Neutral), A} A2kl A2 (Fixed Income Arbitrage),
25 HAC] A g (Convertible Arbitrage) 5 ©] o] #
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2}, % g2 F 2} (Strategic)

O ABAHAARE &8 78 FolA A FA (strategic)> A4 4]
°.2 2% A (emerging market), 2+ /ol o] 5 A (Sector
specific)oll 3+ BlF S =X oz b ¢ (overweight) FOZH =

H4(a) FE3A sk 7]3] 52 H (opportunistic) WS 2w

— oly3 HAFe ARHoz Azt %‘jsﬂxlﬁ %—%‘ﬂ?(eomposﬁe
index)ll Bl o ¥ WEAT ¢ Y& 9= GASHA ¢

— WekA HFRIE ©]83 A& 23, A8454 §32 34
1243 Fete] FolAdF M= 7.6% 7HE =L AP EF3)
i 29%ehE W FES VISt 7P YR 2T E
= Holal &

EN-3> MAFAXEHE 7Y R SZAE dzzA 24

BEA | R | old | Ak | A (319154 5T
=2 | B2 | B2 | 2 | @A | (MSCI) | (KOSPI)

HEA=2 | 1.00

BAER} 093 | 1.00

vro A &=} 0.44 0.54 1.00

A=A EA} 0.85 0.96 0.47 1.00

A A 0.94 0.99 0.55 0.97 1.00

& 2] =2(MSCI) | 0.67 0.67 0.14 0.74 0.71 1.00

= U] =2} (KOSPI) | 0.45 0.52 0.06 0.58 0.53 0.67 1.00

T :7]Z2 2001.1~2012.10 Monthly data
Z}5: HFRI, Bloomberg, KOFIA, MSCI
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— 2 Hlgte] FFdE AAE E:o|7] M HAoge @
1%0] Baeel, Aelske olaA BhRiel SBTAA
FAHE AAE 19 P-15 9 (high risk high return) AiFo=

=] (e} e) 2~ [e)
A28t JA = oS ¢ F U
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<A IV-1> FREHE FL 7|2FRXL FX} HIS
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Asset Managers

_ u Family Offices

13% s Private Pension Funds

= Endowment Plans
b

= Public Pension Funds
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20% = Fund of Hedge Funds

1

0% -

2010 2011 2012

. Otherst WP HA, ©3), S48}, 2RA=, 7|g 502 7AH e
£: Prequin 2010~2012'd “Preqin Global Investor Report: Hedge Funds"
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(pension fund) ¥ &P 7| F(endowment fund) 5 HIFS 7

2313 Qe AL =E vloby
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2010 17%A A 20123 13%7HA] 7+4sta S
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52 E3 CalPERSY F4] ¥l x]v}l=2] Wilshire2500S 1:12 &
’det  AREAFHl X v} (customized  benchmark)E  A-8-3F% 00,
20053 o] FRE &A|7A] ‘1 year T-Bill + 5% o]eh= M52
ES WXva=E AAYsta e

— AHEAFAHKIO) Y A% ‘G7AEHA + 5% 5 AANA=E
EAF BE AFA Akl FdsA HEsta s

2018 Fue WAriAE A AR BA A

AHE-E = A=A X vl A (strategic benchmark)ell F-33h= 7idolH,
@717k 28 AAE Hrlste 7IFol He AAH 7P| vk (perfor

mance benchmark)Z+& FFHERIRA|F7E B G340 FHo
A&

T -
FEYU LAFY

— Iy NBFAA T FHAGER ] S s sINA= @ xn}
A= DJCS Hedge Fund Index® A7

o
=]

s

— HFRIO)E AZAAR=S] FREAS B o Audgn
=9l MEATE AFgn D) AL, A §
W3 FAE FeE Agelel WAriaE B8 5 e
. AT AR FEAT 1

Fo azold ¥ & Qe o
o
A=

T
N
&
fr
1o
T
X

(0]



V. S 7185z =9 A9 41
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Fojo] HAHA 9ol FoaHe Bl U+
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B2 2wy A wA|(compensation and employee turnover): 3|
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