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This table shows the percentage of cases exhibiting statistically significant performance persistence (at
5% significance level) for the sample of 2,936 hedge funds (Panel A) and 1,378 funds of funds (Panel
B). We analyse performance persistence on a monthly, bi-monthly, quarterly, half-yearly, yearly, and
bi-yearly basis. The tests employed include cross-product ratio (CPR), chi-square (CHI), the rank
information coefficient (RIC), Spearman rank correlation (SRC), cross-sectional regression (CSR), and

Kolmogorov-Smirnov (KS).

Time horizon (months) 1 2 3 6 12 24
A. Hedge funds (2,93 funds)

CPR 28.29 28.81 29.06 31.58 29.63 18.06
CHI 35.90 34.93 34.76 34.80 36.42 30.56
RIC 37.35 40.49 36.75 41.23 41.36 33.33
SRC 36.83 39.83 37.46 45.32 44.44 33.33
CSR 30.73 21.28 10.48 9.05 5.77 5.65
KS 9.09 8.05 7.75 8.64 8.33 1111
Average 29.70 28.90 26.04 28.44 27.66 22.01
B. Funds of funds (1,37 funds)

CPR 29.41 30.51 31.28 40.00 33.33 25.00
CHI 40.34 40.34 38.97 4211 42.22 30.00
RIC 41.68 44.07 39.49 47.37 46.67 40.00
SRC 38.15 38.98 37.44 51.58 46.67 35.00
CSR 35.98 18.17 6.42 5.19 3.57 7.24
KS 21.02 20.00 15.79 20.00 20.00 6.67
Average 34.43 32.01 28.23 34.37 32.08 23.98
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Do you think is there any relationship between the asset under
management by hedge fund and their annual returns?

M Series1
| ——————
40.91% 45.45% 9.09% 0.00% 4.55%
Very much Much Moderate low very low
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Do you think is there any link between the Investment strategy of hedge
funds and their annual returns?

M Series1

I —

50.00% 31.82% 13.64% 4.55% 0.00%

Very much Much Moderate Low Very low
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To what extent do you think the legal environment of business and
business law makes it possible to set up Hedge Fund?

M Series1
19.05% 33.33% 33.33% 14.29% 0.00%
Very much Much Moderate Low Very low

Are hedge fund with performance of 6-month have more return than
annual performance?

 Series1
5.00% 20.00% 40.00% 30.00% 5.00%
Very much Much Moderate Low Very low
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Do you think hedge funds that are newly established and have shorter
life spans have higher annual returns than those that have a longer
operating history?

M Series1

—h-—-—-

9.52% 42.86% 14.29% 23.81% 9.52%

Very much Much Moderate Low Very low
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Do you think is there any relationship between the cost of the bonus
and fee paid for Fund's performance and its annual return?

M Series1
28.57% 38.10% 19.05% 14.29% 0.00%
Very much Much Moderate Low Very low
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RI.Sk Coefficient Std. Error t-Statistic Prob. R-squared
Variable
B_CAP -1.5988 0.4230 -3.7800 0.0003
= 0.165587
C 0.1595 0.0241 6.6156 0.0000
B-es -1.0335 0.4437 -2.3293 0.0227
0.070076
C 0.1879 0.0412 4.5615 0.0000
G_es -0.7978 0.4925 -1.6200 0.1096
= 0.035169
C 0.1585 0.0393 4.0344 0.0001
SV-es -0.1273 0.0272 -4.6733 0.0001
0.232731
C 0.1818 0.0248 7.3401 0.0000
Var -0.0192 0.0062 -3.0826 0.0029
0.116592
C 0.1445 0.0237 6.1079 0.0000
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Panel A: Short Out-of-the-money Strategy (own simulation)

CPR 0.84 0.00 2.56 5.26 0.00 0.00
CHI 2.52 1.69 10.26 5.26 0.00 0.00
RIC 5.04 5.08 0.00 5.26 0.00 0.00
SRC 4.20 1.69 2.56 0.00 0.00 0.00
CSR 2.40 4.00 1.20 2.00 1.60 2.00
KS 0.00 0.00 0.00 0.00 0.00 0.00
Average 2.50 2.08 2.76 2.96 0.27 0.33

Panel B: Short Out-of-the-money Strategy (simulation using Agarwal and Naik’s (2004)

OTM put factor)

CPR 4.20 1.69 0.00 0.00 0.00 0.00
CHI 5.88 8.47 5.13 5.26 0.00 0.00
RIC 2.52 3.39 5.13 5.26 0.00 0.00
SRC 2.52 1.69 2.56 0.00 0.00 0.00
CSR 4.80 4.80 2.00 1.60 4.00 11.24
KS 0.00 0.00 0.00 0.00 0.00 0.00
Average 3.32 3.34 247 2.02 0.67 1.87

Panel C: Random walk without drift (standard deviation 4.86%)

CPR 0.84 3.39 0.00 5.26 0.00 0.00
CHI 3.36 3.39 2.56 10.53 0.00 0.00
RIC 2.52 1.69 2.56 5.26 0.00 0.00
SRC 2.52 3.39 2.56 5.26 0.00 0.00
CSR 2.40 3.20 3.20 4.00 4.40 8.40
KS 0.00 0.00 0.00 0.00 0.00 0.00
Average 1.94 251 1.82 5.05 0.73 1.40
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Panel D: Random walk with drift (standard deviation 4.86%, drift 0.86%)

CPR 0.00 3.39 5.13 0.00 0.00 0.00
CHI 2.52 3.39 5.13 5.26 0.00 0.00
RIC 1.68 8.47 2.56 0.00 0.00 0.00
SRC 0.84 6.78 2.56 0.00 0.00 0.00
CSR 2.40 0.80 1.20 0.80 1.20 2.80
KS 0.00 0.00 0.00 0.00 0.00 0.00
Average 1.24 3.81 2.76 1.01 0.20 0.47
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Abstract

The main purpose of this study is to study one of the most important investment funds, the
Hedge fund, which has attracted the attention of investors (especially real investors) and
scientific circles over the last few decades. This study tries to conduct a comprehensive study
on these funds and to obtain a comprehensive knowledge about them, functions, interests and
disadvantages of investment. The aim of this research is to study the feasibility of establishing
this fund in Iran with a view to the main needs of investors, tools required and legal
requirements and to test the feasibility of launching the fund in Iran with the data obtained
from feasibility and feasibility study using opinion survey of experts.

The results of data analysis show that based on the opinion of experts and the
establishment of new financial instruments in the Iranian capital market, including private
investment funds (Private equity fund and short sale), it is possible to establish a hedging
fund in the country.

Keywords: Hedge Fund, Hedging Strategies, Fixed Income Arbitrage, Currency Risk,
Interest Rate Risk



