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Hedge Funds Categories

Conventional Investments Investing in traditional assets such as stocks, bonds (government bonds, corporate bonds), etc.
<
=
I
7y — Passive Management An investment style aiming to achieve a return equivalent to the return on benchmark indices (e.g., Nikkei 225, TOPIX, S&P 500..etc).
— Active Management An investment style that aims to outperform a predetermined benchmark (e.g., TOPIX, S&P 500..etc).
. Investing in assets with risk-return characteristics different from traditional investment assets such as bonds and stocks, aiming to achieve
Alternative Investments . ) . . .
absolute returns (refer below) that are unaffected in any market environment. Also translated as "alternative investment.
- _ Financial products whose value is determined relatively based on the value (market price or index) of the underlying asset.
Derivatives Trading
e.g. Securities futures trading, securities index futures trading, currency (foreign exchange) futures trading, options trading, swap trading, etc.
&
o . A transaction promising to buy or sell agricultural products or industrial materials at a certain price on a future date, which is a type of futures
= — Commodities .
o trading.
3
Hedge Fund See below
. Funds targeting "content" such as commercial transactions, financial business funds (litigation funds, non-bank businesses, etc.), real estate
— Businesses Fund . . ) . ) .
business funds (student dormitory funds, leisure facility funds), and intellectual property rights.
Investing capital in real estate with the intention of making a profit. Specifically, it involves leasing the invested property to others to receive
— Real-Estate Investment . . . . . . . . .
rental income, referred to as income gains, and selling the property for an amount exceeding the invested amount, expecting capital gains.
An investment fund aimed at collecting funds from multiple institutional investors and individual investors, investing in business companies
— Private Equity Fund or financial institutions, deeply involving in the management of these companies, and "selling after increasing the company's value" to
!‘ achieve a high IRR (Internal Rate of Return).
Primarily investing in unlisted companies with high growth rates, providing management consulting simultaneously with the investment,
= — Venture Capital/VC aiming to enhance the value of the invested companies. Exit strategies target high investment returns through methods such as IPOs or
3 M&As.
Investments that acquire existing companies and increase the value of the acquired companies by selling divisions or assets, or investments
— Buyout that acquire only the business divisions that companies divest due to business reorganization, enhancing their value. E.g. Corporate
revitalization funds, MBO funds...etc.
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Hedge fund Referring to profits compared to the acquisition price or the initial price, regardless of the overall market
fluctuations. In traditional investments, relative returns are based on the overall market trends; thus, even if a loss
occurs, it's considered a "positive return” if the decline is smaller than the overall market downturn. Investors who

question this contradiction and seek risk diversification or alternatives are expanding their investment targets to

| Single Fund "alternative investments" with low correlation to traditional investments and, within that, "hedge funds" that

pursue absolute returns.

A strategy that utilizes the dual price characteristics of convertible bonds (CB), combining
the bond and stock components, and conducts arbitrage trading combined with other
markets like stocks or interest rates. This includes strategies such as volatility long.

— Arbitrage Dealing CB Arbitrage

A strategy that mainly utilizes liquid markets of government bonds in developed countries
— Bond Arbitrage and futures markets, seeking profit opportunities from interest rate differentials between
markets or distortions in the yield curve.

|| Market Neutral Combining a buying portfolio of stocks expected to appreciate with a selling portfolio of

stocks expected to decline, this strategy aims to achieve excess returns by excluding the

impact of market fluctuations.

Statistical Method Arbitrage Acquiring profit opportunities from "arbitrage trading" based on models generated
fundamentally by the principle of mean reversion, using statistical and quantitative
methods on a wide range of asset classes that are held for short periods daily.

. . . A trading strategy that simultaneously invests in relatively undervalued assets and shorts
— Relative Price Arbitrage o
extremely similar overvalued assets.

A strategy aiming for medium to long-term absolute returns by selecting individual stocks

to buy and sell. Market sensitivity and sector allocation neutrality are not a priority.

Directional Strategy " Long-Short Equity

| Global Macro A strategy that forecasts the economic and financial market environment reflected in stock
prices, currencies, or bonds (interest rates) and takes long or short positions in specific
markets. Futures are often used, and it tends to be highly leveraged.

Market Timing An investment approach that captures price distortions between market prices and the
intrinsic value of underlying assets in various markets, converting these gaps into profit.
Profit opportunities are captured through anomalies, breakouts, and trend-following.

Algorithm trading A method focusing on market trends and events to capture profit opportunities from price
distortions and biases primarily through short-term trading. It utilizes investment methods
like scalping, swing trading, and day trading.

Managed Futures A strategy that entrusts funds to multiple funds managed by CTA (Commaodity Trading
Adviser) and CPO (Commaodity Pool Operator) and earns returns from futures trading.

A fund that primarily invests in equities and derivative trading, maintains a net short

position, and pursues profits.

Investing in the stocks of companies related to M&A, commonly known as mergers,

| Event Driven M&A Arbitrage acquisitions, or Leveraged Buyouts (LBO). Profits are made by pricing in the success or
failure of the acquisition after its announcement and capitalizing on the distortions in that
price formation.

. " A strategy that targets investments in bonds, loans, and stocks of companies that have
— Distressed Securities . — .
defaulted, applied for corporate rehabilitation, or are likely to do so.

A fund that employs multiple hedge fund strategies within a single entity. It offers high
—] Other Multi- Strategy flexibility in terms of strategy combinations and allocation ratios, with a mechanism that
allows adjustments to allocations based on the most profitable strategies given the market
conditions.
Bond Diversified A sector strategy that invests in a broad range of credit markets, including global bonds

and emerging market debt. It capitalizes on economic cycle distortions between sectors
and differences in trends between credit sectors.

A strategy focused on investing in Mortgage Backed Securities (MBS) and Asset Backed

Bond Mortgage Backed Securities (ABS).
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Regulation D

Listed companies raise funds through private offerings of stocks or bonds, which tend to
be cheaper compared to publicly issued stocks or bonds. Strategies aim for arbitrage with
securities issued under Regulation D or apply leverage to seek returns.

— Sector

A strategy that narrows down to specific sectors such as natural resources, finance,
healthcare/biotechnology, mining, real estate, technology, and others, taking long or short
positions in specific markets.

— Emerging Market

A fund that invests in financial markets in Asia, Central and South America, the Middle East,
Africa, and Eastern European countries, seeking returns.

Fund of Hedge fund

Reference: Classification of strategies by Hedge Fund Research Inc.

A gatekeeper, who has the responsibility for investments, selects top-performing funds
from the thousands of hedge funds that match their own investment strategy and
constructs a portfolio.






