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Abstract 

Purpose The purpose of this study is to analyze Swedish hedge funds in 

terms of pursued investment strategies, risks and returns. 

Method The study deals with a large number of quantitative data and 

delimitations were used to obtain a sample that better fulfills 

the purpose of this paper. The time frame chosen for increas-

ing validity and reliability was almost four years. Furthermore, 

the study uses secondary data due to difficulties and costs as-

sociated with obtaining primary data though this is not consi-

dered as lowering the quality of the study.  

Frame of References The theory section starts by presenting the differences between 

hedge funds and mutual funds and then focusing on different 

hedge fund strategies, risks associated with hedge funds and fi-

nally risk and return measurements. This section provides an 

overview for the empirical findings and analysis. 

Empirical Findings  In the empirical findings and analysis, statistical calculations of  

and Analysis the risk measurements standard deviation, Sharpe ratio, track-

ing error and correlation are conducted for the sample. The re-

sults are related to the hedge funds strategies. Later on the 

strategies are weighted against each other. Finally, all strategies 

are compared to OMXS to find the investors‟ most appropriate 

investment structure.      

Conclusion After categorizing the different hedge funds with respect to 

pursued strategies, the result shows how there are clear dispari-

ties in risk and returns for the different strategies. We found 

indications of a significant relationship between high return 

and high risk as well as between low return and low risk.  
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1 Introduction 

This chapter gives an introduction to the thesis. A general background of the subject is followed by a prob-

lem discussion leading to the purpose and the research questions. 

1.1 Background  

The concept of hedging was introduced by Alfred Winslow Jones in the U.S in 1949, with 

the underlying idea of protecting investors against stock market movements (Jones, 2008). 

Since the first Swedish hedge fund, Zenit, managed by Brummer Asset Management, was 

introduced in 1996 the number of Swedish hedge funds has increased dramatically (Brum-

mer & Partner, 2008). 

 

As the world economy and financial markets are shivering and experiencing high volatility, 

many investors have seen their gains from the recent economic boom disappear, conse-

quently affecting private investor preferences. Mutual funds, perhaps the most common 

investment vehicle among private investors, are on average experiencing a 95 percent cor-

relation with the stock market, thus mutual funds have suffered badly from the bust and 

the ongoing financial crisis (Grinold, 1999). 

More and more investors are appealed to alternative forms of investments such as hedge 

funds, which are supposed to be uncorrelated with the stock market and yield an absolute 

return in any condition of the market. The hedge fund features are especially appealing to 

investors in a stock market downturn (Thomann, 2008). Fredrik Boheman, head of SEB 

Wealth Management states that they do not see any growth in traditional funds in the near 

future, but they do see an increasing demand for products where the losses are less ob-

vious, such as hedge funds (Svensson, 2008).  The return characteristics of hedge funds are 

very different from those of mutual funds, due to the fact that hedge funds are having 

greater investment freedom (Fung & Hsieh, 1999). Hedge funds can be referred to as ex-

tremely dynamic, with turnovers much higher than mutual funds (Fung & Zieh, 1999.  

 

The best performing hedge fund in Sweden in 2007 was Systematiska Fonder‟s Risk Re-

ward who experienced a return of 68.73 percent. Nevertheless, in 2008 many Swedish 

hedge funds have so far not met their investors‟ expectations and are deliverivering positive 

returns. For instance, SEB Nordic Equity was shut down in late November after yielding a 

negative return of 36 percent this year (Mellqvist, 2008). 
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1.2 Problem 

As the world economy is digging deeper into the recession more and more investors are 

turning their attention towards investment vehicles being perceived as taking on less risk 

(Thomann, 2008). 

 

Earlier, primarily wealthy institutional investors were attracted to hedge fund investments. 

However, hedge funds are growing in popularity as hedge fund managers are lowering the 

initial investments to attract private investors and aggressively market themselves as taking 

on little risk. Still, the average investor‟s knowledge of the very complex Swedish hedge 

fund industry is limited. There is wide array of hedge funds pursuing different strategies, 

the risks and return characteristics differ depending on what hedge fund the investor goes 

for. Some funds are taking on much risk and yielding potentially high return whereas other 

are less risky and yielding less potential return. Moreover, one should keep in mind that the 

Swedish hedge funds in general charge substantial fees, not being charged when investing 

in stocks or risk-less treasury bills. Thus, one can say that investing in hedge funds might 

only be meaningful if the hedge fund has a skillful manager compensating for the high fees.  

 

1.3 Research Questions 

The research questions answering and fulfilling the purpose of this study are;  

 

 What investment strategy have the most successful hedge funds pursued?  What 

strategy have the least successful hedge funds pursued?  

 How do the different hedge fund strategies differ in terms of risk and return?  

 Have Swedish hedge funds outperformed the index OMXS over the time of the 

study? 

 Are hedge funds pursuing similar investment strategies being highly correlated with 

each other? Are there any relationship between the hedge funds‟ correlation to their 

benchmark indexes and the return?   

 

1.4 Purpose 

The purpose of this study is to analyze Swedish hedge funds in terms of pursued investment strategies, 

risks and returns. We want to see if Swedish hedge funds are yielding absolute returns and 

how the different strategies pursued by Swedish hedge funds differ in terms of risk and re-

turn. Thus, the aim is to increase investors‟ knowledge of how different hedge funds and 

pursued strategies may vary in risk and return. 
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2 Method 

This chapter motivates the research philosophies and research approach used. It also describes how the data 

was collected and shows the study’s procedure. A discussion of the validity and reliability is done, which fi-

nally leads to the criticism of the method. 

2.1 Quantitative and Qualitative 

Miles & Huberman (1984) describe qualitative data as words rather than figures, while Yin 

(1990) described it as non-numerical data. Yin (1990) argued that quantitative data was the 

opposite of non-numerical data; numerical data. Similarly to Yin (1990), Evrard et al. (1993) 

describes qualitative data as data measured on non-metric scales, while quantitative data is 

the opposite; interval scales and proportions scales. These scales should be categorized and 

sorted hieratically and lets the researchers investigate, compare and establish relationships 

between the different variables. Yet another way to distinguish the two methods is to de-

scribe them as subjective data (qualitative) and objective data (quantitative). Qualitative data 

is interpreted to a big extent, while quantitative data is rather subjective, generalized infor-

mation (Erickson, 1986). 

Which research method that should be selected should be based on the priority on either 

finding extensive and descriptive links between variables or doing generalizations of the da-

ta and the results. The idea is to combine these two methods in what is called triangulation. 

Triangulation assembled the best out of each method into one entity that makes the re-

search study more complete (Campbell & Fiske, 1959). Also Jick (1979) argues that the 

combination of the two approaches is the best alternative since the disadvantages with one 

approach is counterbalanced with the advantages of the other approach. 

We took on a quantitative approach because we were dealing with a large amount of data. 

The study began with 236 hedge funds, and since it was the monthly data we investigated, 

we had 236 hedge funds*45 months = 10620 variables to start out with, which made it 

hard to take on a qualitative approach. Because the purpose of this study was highly con-

nected with statistical measurements that were sorted and categorized, a quantitative ap-

proach was to prefer. The method did not lead to a statistically secured conclusion. How-

ever, it gave us a clear indication of what ought to be the case. 

 

2.2 Primary and Secondary Data  

The thesis was mainly based on secondary data because it was more easily accessible and 

less costly to acquire. Secondary data was used rather than primary; it was however not be-

lieved to affect the quality of the paper substantially.   
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2.3 Collection of Data 

The Swedish Financial Supervisory Board (SFSB) was the initial source when we looked for 

Swedish registered hedge funds. The second step was to gather information about the 

hedge funds chosen being acquired from the hedge fund companies. The hedge fund‟s 

monthly financial reports were the key source when looking for statistics and where infor-

mation concerning fees, goals, risk taking and strategies were extracted. Finally, financial li-

terature helped us to gather theories. The search for literature is described below.  

 

2.4 Literature Search  

To completely understand the study and choose the most applicable theories, an extended 

and careful investigation of previous studies within the area of hedge funds was conducted. 

From the beginning we focused on different hedge fund strategies and performance and 

risk measurements. There are many sources of information; the most important were the 

academic journals including Journal of Finance, Journal of Alternative Investment and 

Journal of Portfolio Management. Along with these articles many non-fiction books on the 

subject was used. A selection of these significant non-fiction books was Hedges (2005) 

“Hedges on Hedge Funds, How to Successfully Analyze and Select an Investment” and Dr. Cottier 

(2000) “Hedge Funds and Managed Futures”. 

The articles and books mentioned above were found by using academic databases in 

Jönköping University‟s library, including JULIA and JSTORE. Also, the online library 

ebrary was used to a great extent. Moreover, many of the articles and books were found in 

suggested readings- and references lists in initial sources from the previous studies con-

ducted. 

Once a good reference was found it was easier to find the next one the first source often 

took us on to other reliable and usable sources. However, some key words (that) was used 

frequently, either as standalone or in combination with each other. Examples of key words: 

hedge funds, Sharpe ratio, standard deviation, tracking error, strategies, risk, risk measurement, alternative 

investment, performance, hedge fund return, monthly return, correlation, global macro, equity hedge, fund-of-

hedge fund, event-driven, non directional and the hedge funds‟ names and hedge fund administra-

tors‟ names.    

As we settled up the theoretical framework, we experienced the problem of finding an ab-

undance of literature which made it difficult to sort and choose the information that was 

relevant for the study.  
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2.5 Research Approach 

The research approach chosen was based on an abductive method; a combination of induc-

tive and deductive reasoning. Deductive reasoning refers to the procedure of starting with a 

general approach and narrowing it down to a specific case. An inductive approach on the 

other hand, starts with the specific case and moved towards the general approach. Thus, 

abductive reasoning was the process of using intuitive steps to reach the final conclusion 

(Grey, 2004). Our method procedure has indeed been abductive; we were looking both at 

general facts and existing theories, collecting, categorizing and analyzing the information.  

After collecting, storing and categorizing fundamental theories and the hedge funds‟ track 

records (as described under 2.3 Collection of Data and 2.4 Literature Search) in an Excel 

spreadsheet, they were subject to an in-depth statistical analysis in Excel and SPSS. In Ex-

cel, the calculations for each risk and return measure of the Sharpe ratios and the tracking 

errors were conducted by using the equations described in Frame of References. As for the 

Sharpe ratio, the hedge funds‟ benchmark indexes were used as the risk free rate. The rea-

son for this was that SSVX is considered as a low risk index and practically risk free. How-

ever, more importantly the hedge funds in our study all use SSVX30 and 90 as their 

benchmark when charging their performance fee.  

In SPSS, the calculations of standard deviation, correlation and mean were conducted. The 

formula chosen for calculating the correlation was Pearson‟s Correlation which was the 

most universal method. All the monthly data was put into an Excel spreadsheet being up-

loaded in SPSS. The empirical findings were subject to interpretations and discussions later 

leading to the analysis and finally the conclusions. 

 

2.6 Delimitations and Limitations  

A combination of conscious selections and limitations narrowed down the study to a 

smaller sample, from the 236 registered hedge funds in Sweden and to the 18 investigated 

in our study. 

A first selection was the decision to only investigate the hedge funds that had been on the 

market for almost 4 years (the measured period was January 1, 2005 to September 30, 

2008). Although the study would contain a larger sample of hedge funds if the period was 

shortened, many of the chosen hedge funds would not have the sufficient track records 

needed to fulfill the purpose of the study. Conversely, if we would have chosen an even 

longer period, the study would contain even less data; many of the existing hedge funds 

having started only a few years ago. Thus, the study would have been limited to a narrowed 

sample of hedge funds and lacking enough data which would be a substantial problem. In 

that case, it would have been difficult to make comparisons and identify trends.   

The decision to investigate hedge funds being on the market since January 1, 2005 limited 

the study to 121 hedge funds; slightly more than half of the 236 registered Swedish hedge 
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funds. Approximately 20 more hedge funds were excluded as we discovered that some 

hedge funds only being open for employees and hard to acquire information about. Further 

exclusion was conducted as we started to look for monthly return data for the hedge funds. 

The return data was only available for 45 hedge funds, thus the lack of return data can be 

seen as a major limitation in this study. The problem of a limited amount of data can be 

linked to the Swedish law about special funds, having less strict rules concerning external 

control and investment strategies (2004:46 The Swedish Law about Investment Funds). 

Out of the 45 hedge funds, only 18 were evaluated in this study due to the hedge funds‟ 

benchmark indexes. We wanted to categorize and compare hedge funds with respect to 

their benchmarks, and the 45 remaining hedge funds had very diverse benchmarks. Only 

two benchmarks; SSVX30 and SSVX90 included more than two hedge funds each and be-

cause of this the sample was limited to the final 18 hedge funds.   

 Concerning the Frame of References, our intention has been to choose the most valid and 

reliable sources. The risk and return measurements chosen was the ones we considered to 

be the most common and meaningful. 

In the Frame of References, two formulas (Treynor‟s ratio and Jensen‟s Alpha) were de-

scribed although not used in the Empirical Findings and the Analysis. The reason to why 

we choose to exclude the formulas was the fact that they are only used when hedge funds 

are a part of a portfolio and since the study has not included portfolio theories, it was not 

possible for us to use the formulas. However, since they are widely used ratios among ac-

cepted and used ratios within the hedge fund industry we did not want to fully neglect 

them in our paper.  

As for the comparison with the stock market, we made the comparison to the OMXS in-

dex for the simple reason of the hedge funds in this study all used the Swedish benchmark 

indexes SSVX30 days and SSVX90 days, thus it seemed reasonable to compare them to the 

Swedish stock market index.  

Summary of delimitations and limitations: 

1. Several definitions of what a hedge fund is were found and the Swedish Financial 

Supervisory Board‟s list may not represent the absolute truth. 

2. The starting date - January 1, 2005 excluded many hedge funds 

3. Due to certain conditions (e.g. hedge funds only that were only open to employees 

and hedge funds closed for deposits) some hedge funds did not have any public in-

formation available. 

4. There were not monthly return data available for all hedge funds. 

5. The benchmark categorization narrowed the study to two indexes; SSVX30 and 

SSVX90.    
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2.7 Validity and Reliability 

When it comes to making the results convincing a researcher needs to consider the impres-

sion of validity and reliability (Ghauri & Grønhaug, 2005). 

 

2.7.1 Validity  

Validity refers to the degree in which a study correctly reflects the specific concepts the au-

thors‟ attempts to measure (Ghauri & Grønhaug, 2005). Matters that lowers the validity of 

a study are misinterpretations; different people interpreting information differently (Yanow 

& Schwartz-Shea, 2005).  

Problems that could have lowered the validity of this paper were minor errors when col-

lecting and typing the data, the existence of errors in the data collected from the hedge 

fund administrator‟s web sites. However, this information was gathered with care and 

double-checked several times, thus the risk of errors were minimized.  

As for the risk and return measurements and theories, there existed abundance of them and 

in this study the focus was limited and narrowed down to only five risk and return mea-

surements and a few theories. The intention was to find the most important and appropri-

ate information, although our interpretations of what was valid might not necessarily be in 

line with other people‟s perceptions.   

 

2.7.2 Reliability 

Reliability refers to the steadiness of measures; despite the consequences of who conducted 

the studies, the result should be the same as long as the method is the same (Ghauri & 

Grønhaug, 2005). This paper‟s theory and findings was based on secondary data, and the 

analysis conducted used standardized statistical models. Everyone that had the skills needed 

and access the same information should be able to reproduce the same findings. However, 

there is a problem; it needs to be conducted in exactly the same way when it comes to find-

ing the monthly data and making the different calculations. If other methods are used, oth-

er types of result and conclusions may be drawn.  

Yet another possible source of negative reliability was the data itself being gathered from 

the hedge funds‟ web sites. The hedge fund companies may want to appear as delivering 

excellent products, thus it may be tempting to make minor adjustments in the perfor-

mances and track records presented. Since it was not possible for us to collect this data in 

any other way, we had to rely on the existing data whether it was 100 percent reliable or 

not.  
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2.8 Criticism of Method 

As a matter of fact, we have only considered 18 out of the 236 registered hedge funds in 

Sweden. The regulations of hedge funds or rather the absence of regulations made it im-

possible for us to find all the information we wanted. Although the intention of this study 

has not been to make any generalizations of the Swedish hedge fund market, it is somehow 

not possible to say that our thesis has given groundbreaking information to the hedge fund 

industry.  

Another criticism is the delimitation of risk and return measurements. In the study, the fo-

cus is put on a limited number of measurements although there exists an abundance of 

them including more variables that may have provided a broader picture of each hedge 

funds risk and performance.  

Yet another critic is the fact that we have chosen to focus on quantitative data. Qualitative 

data would have given the study more depth if it included professional people‟s opinions 

and interpretations. What might look correct on paper could differ widely from the general 

understanding, and the truth is often something between qualitative and quantitative. Our 

study does not lead to a statistically secured conclusion; it only gave a clear indication of 

what ought to be the case.  

The concept of hedge funds is a worldwide phenomenon, and the fact that we choose to 

only investigate Swedish hedge funds limited the study to a great extent and since we only 

looked at the Swedish market narrowed the study.  

The chosen time period was almost 4 years. The drawback was that a longer period of time 

would have reduced the sample. However, a longer track record would have given us more 

data per hedge fund and thus more reliable findings. Moreover, the classification could 

have been conducted differently; instead of categorizing with respect to benchmark we 

could have conducted the initial selection based on strategy or any other choice. 
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3 Frame of References  

This chapter starts by a general description of hedge funds, followed by a presentation of some risk and re-

turn measurements, and lastly different investment strategies are described. 

3.1 Mutual Funds vs. Hedge Funds 

The fund market is flooded with funds for private investors, the most common being mu-

tual funds whereas the hedge funds are not yet as popular among investors due to the lack 

of knowledge, and the high initial investments charged. Hedge funds as an investment ve-

hicle differ widely from mutual funds (Hedges, 2005). The main differences and the main 

characteristics for mutual funds and hedge funds are presented below.    

 

 Mutual Funds Hedge Funds 

 Performance objectives  Relative return Absolute returns 

 Investment vehicles Stocks, bonds and cash All asset                                           

  classes/vehicles   

 Investment strategies Limited Wide range 

 Regulation structure Regulated Largely unregulated 

 Performance drivers Asset class and market correlation Fund managers‟ skill 

 Fees Management fees only Management fees plus            

                                                      performance fees 

 Liquidity Unrestricted, often daily  Restricted 

               Hedges, p. 3 (2004) 

 

3.2 Hedge Funds 

Hedge funds as a form of investment are relatively new to Swedish private investors, even 

if private investors are paying more attention to hedge funds; an investment form few 

people really have in-depth knowledge in. As of yet, hedge funds marketers have mainly 

been targeting institutional investors and wealthy private people. However, more and more 

hedge funds have started lowering the initial investment required thus welcoming small 

private investors. As hedge funds are becoming more popular, many of the myths asso-

ciated with hedge funds and their fund managers tend to fade away. Perhaps the most 

common misunderstanding about hedge funds is the perception that they are an extremely 

risky form of investment only intended for professional investors (Anderlind et al., 2003).  

Many investors are attracted to hedge funds for the reasons of increasing return of their 

portfolios, diversifying the return on assets within their portfolios and reducing the finan-

cial risk (McCrary, 2002).  
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“One thing is for sure, hedge funds have come to stay!” 

(Anderlind et al., p. 6, 2003)  

 

3.2.1 Definition of a Hedge Fund 

The term „hedge‟ is within the financial community referring to entering transactions that 

protect against adverse price movements.  Thus, a „hedge fund‟ would refer to a „hedged 

fund‟; a fund that reduces its risk by some kind of insurance strategy which may be rather 

confusing many hedge funds are using strategies that are not at all „hedged‟ or riskless.  

However, earlier they were called hedge funds because they generally took advantage of 

market inefficiencies through sophisticated arbitrage techniques (Dr. Cottier, 2000).  

According to Anderlind et al. (2003), it is difficult to find a good definition of hedge funds, 

due to all the different structures. However, it is (much) easier to define the purpose of it. 

The goal of hedge funds is to generate a positive return, independent of the movements on the stock- 

and interest market – also called absolute return. 

Hedge funds are defined in the Swedish law (2004:46 Lag om investeringsfonder) where it 

is described as; “a fund whose shares can be cashed in on demand of stakeholders and that 

consists of financial assets, if it is created through capital accession from the public or from 

a special assigned and defined number of investors, and is owned by them who have con-

tributed with capital and are managed according to the rules in chapter 6” (2004:46 1:1 

point 19).   

 

3.2.2 Characteristics of a Hedge Fund 

Dr. Cottier (pp. 17-18, 2000) states the following key characteristics are common to most 

or all hedge funds.  

1. Free choice of asset classes:  Hedge funds are not restricted to any specific asset 

class but may be restricted by their investment policies.  

2. Free choice of markets: Many hedge funds are not only investing in one market, 

they operate on several markets where opportunities are identified.   

3. Free choice of trading style: Some hedge funds are focusing on one specific style. 

However, others are using a wide range of trading styles. 

4. Free choice of instruments: The majority of the hedge funds are investing in both 

cash and derivative products.   

5. Since most hedge funds are sold privately and many are integrated with markets 

off-shore their transparency are very restricted. 

6. High minimum investment levels are often required. 

7. Infrequent payment and release possibilities with long notification periods have be-

come a standard in the industry.    
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8. A common feature in a hedge fund is the performance fee.  

9. A lot of hedge fund managers are investing their own money in the hedge fund.  

10. Hedge funds are marketed as being oriented towards an absolute return due to their 

flexibility and possibility of going long and short.  

 

3.2.3 Hedge Fund Fees 

Hedge fund fees tend to be higher and more complicated than the fees of traditional funds 

(Anderlind et al., 2003). No hedge funds compete on low fees and price, but just as heart 

surgeons they prefer to compete on high return and quality (Harford, 2004). 

The management fee is a flat fee, based on the asset under management, usually between 

one and two percent annually (McCrary, 2002). The performance fee on the other hand is a 

fee linking the interests of the hedge fund managers and those of the investors; being ex-

pressed as a percentage of the annual or semi-annual increase in the gross asset value of the 

hedge fund. The most common is that the percentage fee that is charged on the value 

above the benchmark index‟s return. Many hedge funds uses a so called High-water mark 

meaning that the investor is only charged a performance fee for the value of the hedge 

fund that exceeds the highest net asset value it has previously achieved. Thus, the investors 

are not charged any performance fee when the hedge fund is recovering a loss (Lhabitant, 

2004). 

The redemption fee, also known as the withdrawal fee or the surrender fee, is a tool for en-

couraging long term investments to be able to pursue long term investment strategies. The 

hedge fund managers discourage investors from withdrawing money by charging a fee 

(Lhabitant, 2004).  

 

3.2.4 Hedge Fund Performance Evaluation 

Mutual fund managers are facing many investment restrictions while hedge fund managers 

are having greater investment freedom.  The most talented hedge fund managers have a 

tendency to be attracted to hedge funds where they can obtain greater investment freedom, 

be less constrained, and tend to be better rewarded for superior performance. Thus, hedge 

funds should be able to deliver returns that are better than those of bonds and equities 

(Lhabitant, 2004). 

 

3.2.5 Survivorship Bias and Infrequent Pricing 

Survivorship bias refers to the tendency of some hedge funds to be excluded from perfor-

mance studies for the reason that they simply no longer exist. Poorly performing hedge 

fund managers will drop out of the market, thus yielding an upward bias in data bases in 
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comparison with the entire universe (Lhabitant, 2004). Moreover, hedge fund managers can 

“manage” their monthly net asset value and smooth out their returns. That especially goes 

for hedge funds holding illiquid securities, due to the small trading volumes that are diffi-

cult to price on a daily basis (Lavinio, 1999). Because of this, the hedge fund managers 

might have to rely on a pricing that is conducted less seldom than every day, he/she have 

to estimate the pricing himself/herself. 

 

3.2.6 Lack of Consistency and Auto Correlation 

Because the hedge funds‟ investment techniques and investment strategies changes regular-

ly, there exists a lack of consistency which makes it difficult to compare hedge funds and 

their hedge funds managers, leverages, and strategies. Changing techniques and changing 

strategies render comparisons between hedge funds, and over time also between hedge 

fund managers, leverage, strategies, and markets changes.  Thus, long track records are 

complicating the process of estimating the future performance of hedge funds (Lavinio, 

1999). Additionally, hedge fund series may not follow a symmetrical distribution but suffer 

from auto correlation and the shortness of the return series, thus traditional performance 

measures such as standard deviation should be moderately applied (Lhabitant, 2004).  

 

3.3 Benchmarks SSVX30 and SSVX90 Days 

The hedge funds investigated in this paper uses SSVX as benchmark index. SSVX refers to 

Swedish Treasury bills (t-bills); securities with a short term maturity; 30- or 90 days. A t-bill 

is a form of extended debt instrument used to control the government‟s liquidity so it is 

evenly and efficiently divided over the year and being an index never yielding a negative re-

turn. To handle the liquidity, the government issues t-bills and also invests in different 

kinds of loan- and repurchase agreements with the banks. All these instruments are go-

verned by the Swedish National Debt Office (Riksgälden, 2008). The value of SSVX is thus 

affected by the government‟s debt ratio. The debt ratio in turn, is affected by macro eco-

nomical factors, such as the state of the economy, GDP growth, interest rates, exchange 

rates, inflation rates etc. (Holmlund & Lindberg, 2002).  

 

3.4 Investment Strategies 

Hedge funds investment strategies are very different from those of mutual funds; hedge 

funds having a greater toolbox to choose from. The hedge fund manager may take long 

positions, invest across asset classes and security types, and use strategies which generally 

are coming from the exploitation of market inefficiencies and not market movements as 

often is the case for mutual funds (Hedges, 2005). Thus, the return and risk characteristics 

of hedge funds differ very much from those of mutual funds because of differences in trad-

http://www.riksgalden.se/
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ing strategies (Fung & Zieh, 1999). Below the most common hedge fund strategies are pre-

sented and later on the strategies are related to the findings. The strategies are acquired 

from Hedges (2005) and consistent with the findings of Anderlind et al. (2003).  

 

3.4.1 Equity Hedge Strategy 

The Equity Hedge strategy consists of two main sub strategies; long/short, short selling, 

and the minor sub strategy emerging markets (Hedges, 2005). 

Long/Short is the most widely used strategy among hedge fund managers. However, it is 

rarely the sole strategy pursued by hedge funds but is often mixed with others. Over 55 

percent of all hedge funds in the world are pursuing it as a sub strategy (Anderlind et al., 

2003). The strategy represents up to a third of all money invested in hedge funds (McCrary, 

2002). The strategy involves investing in equity and/or bond markets in combination with 

long investments and short sales. The purpose is to reduce the market exposure (Hedges, 

2005) focusing on evaluating the firm value and put it into relation with the market‟s esti-

mations of the company‟s value. The hedge fund is then taking a long (buy) or a short (sell) 

position in stocks that the managers believe being under- or overvalued (Anderlind et al., 

2003).  

It might be difficult for a hedge fund pursuing the Long/Short strategy to get consistent 

performance; for example can one set of data say that it is a reasonable risky investment 

giving a moderate return, whereas other sources for the same set of data can reveal an ex-

tremely high risk with potential for high performance. Thus, the Long/Short strategy is a 

risky and very inconsistent return strategy for hedge funds and seldom used as the main 

strategy (McCrary, 2002).  

The second main sub strategy, Short Selling, is based on the sale of securities that are be-

lieved to be overvalued from either a technical or a fundamental point of view. It is the ul-

timate directional managers because they take bets on the market downturn and is a rela-

tively common feature for hedge funds, however being riskier than the Long/Short strate-

gy due to the betting in downturn markets (Hedges, 2005). 

There is a third sub strategy, Emerging Markets, however not being as popular as the other 

two strategies mentioned above. Nonetheless, it is in the same category due to its lack of 

market neutrality. The idea behind the strategy is to invest in securities of smaller and 

economies with a high potential. For this specific strategy, the hedge fund managers need 

knowledge of the particular currency market the hedge fund is investing in, since it may 

have a huge impact on the net returns (McCrary, 2002).      
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3.4.2 Global Macro 

The Global Macro strategy decisions are based on broad economic factors and are being 

widely used as a hedge fund strategy (McCrary, 2002). It is a strategy focusing on funda-

mental macroeconomic research generally using the „top-down‟ approach (starting out with 

a broad macroeconomic perspective and narrowing it down to specific sectors.) Hedge 

funds using this strategy can invest in any market they want to in order to take part in ex-

pected fluctuations and movements in the markets (Harcourt Investment Consulting, 

2008a).   

The strategy frequently uses leverage and derivatives such as options, futures and swaps to 

make directional trades in equities, interest rates, currencies and commodities (Hedges, 

2005). Moreover, it is relatively common that the managers are investing in the over-the-

counter market and event situations, and for this reason they employ complex relative val-

ue trading strategies. The investments are usually very concentrated in their positions and 

take on huge bets, meaning that the investors invest mainly in one or a few assets (Har-

court Investment Consulting, 2008a).  

Using the Global Macro strategy has over the years generated the highest returns of all 

hedge fund strategies. However, it is the strategy with the highest volatility, as well as the 

highest correlation with stock and bond return. Still, the correlation is low enough to use as 

a diversifier in a portfolio with stocks and bonds (McCrary, 2002).     

Hedge funds pursuing the Global Macro strategy are particularly vulnerable and dependent 

on the hedge fund manager‟s skills. He or she must outbid the number of profitable trades 

and limit the number of losing transactions in order to get a positive return (Harcourt In-

vestment Consulting, 2008a).  

Furthermore, the Global Macro strategy is the strategy having the highest asset value 

among all of the strategies. The share of the total hedge fund market is almost 70%, see 

figure 3-1 (Fung and Hsieh, 1999).  

 

Figure 3-1 Distribution of assets among different hedge fund strategies 

Event-
Driven 10%

Global 
Macro 67%

Equity 
Hedge 1%

Non 
Directional 

22%

Distribution of Assets Among Different 
Hedge Fund Strategies (US$ Billion)
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3.4.3 Event-Driven Strategies 

The Event-Driven category includes hedge funds that are seeking to profit from price fluc-

tuations or imbalances stemming from a specific event in the business life cycle. This strat-

egy is better known as risk arbitrage for some people, but as will be shown risk arbitrage is 

only a part of the Event-Driven strategy. The concept of risk arbitrage for hedge funds 

means that they are seeking to profit from trading involving changing corporate gover-

nance. For instance, a common strategy being used by fund managers is buying stocks in a 

company after a takeover has been announced (McCrary, 2002). 

Events being particularly interesting i.e. mergers, bankruptcy, corporate restructuring and 

spin-offs (Harcourt Investment Consulting, 2008b). This strategy can be broken down into 

four specific strategies: (1) distressed securities, (2) risk arbitrage, (3) special situations, and 

(4) sector funds. The individual strategies within Event-Driven strategies can be employed 

separately or at the same time depending on the manager‟s investment process (Hedges, 

2005). A position that is typical within this strategy is going long in the stock of the target 

company, and going short in the stock of the acquiring company (Harcourt Investment 

Consulting, 2008b). 

There are other opportunistic strategies having a wide range of niche strategies in order to 

get the most out of short-term market inefficiencies. The hedge fund managers using these 

strategies are usually working in a highly distressed, newly developed or inefficiently priced 

market. One example of an opportunistic strategy is microcap stocks, often called small 

cap, or sector funds that are focusing on just one market or sector. The Event-Driven 

strategy tends to have a higher risk due to the narrowness in the investment (Hedges, 

2005).       

 

3.4.4 Non Directional Strategies  

The Non Directional strategy group is the most imprecise category not being dependent on 

any direction of a specific market. An example is a specific form of arbitrage (differ from 

the risk arbitrage mentioned under Event-Driven strategy); an investor is seeking to capture 

mispricing in the market (Hedge, 2005). Because of this concurrence of buying and selling, 

the strategy is often known as the „arbitrage‟ strategy. The ability to deliver a return inde-

pendent of the underlying market is a benefit often used to „hedge‟ against downturns, thus 

it may be a successful tool for diversification (Brunce, 2005). The Non Directional ap-

proach will yield zero correlation to market indexes for the reason of its aim to achieve 

market neutrality by delivering a steady stream of returns over a wide range of market con-

ditions (Fung & Zieh, 2008). 

The sub strategies in this category are: 

Convertible Arbitrage and convertible hedging is normally described as a technique where 

the investor is purchasing a convertible security and is going short in the same stock. A 
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convertible bond is a bond that has been issued by a corporation and that at a specific date 

can be converted into shares in the corporation. Just like other bonds, there is a maturity, a 

coupon rate, a call schedule, and a conversion ratio that says how many shares it can be 

converted into (Bruce, 2005).            

Fixed-Income Arbitrage involves taking long and short positions in bonds and other in-

terest-rate-sensitive securities. It has a limited number of factors since it requires a large 

capital base, costly infrastructure, and large credit lines at the same time as it demands a 

good professional network and gives a good track record. This strategy has proved to be 

profitable but yet unpredictable (Hedge, 2005).      

Equity Market Neutral, is shortly described as a sub strategy buying „winners‟ that are 

suspected to do well over time, and short-selling „losers‟ that should perform poorly over 

the next investment horizon (Bruce, 2005).       

 

3.4.5 Fund-of-Hedge Fund 

The Fund-of-Hedge Fund strategy, firstly introduced as an alternative investment strategy 

for diversification, aims to reduce the risks of only having specific funds. It is a strategy 

that invests in other hedge funds with one or several of the strategies mentioned earlier. 

Small investors can not only access hedge funds that they otherwise would not have been 

able to because of the high minimum investments required. They can also access hedge 

funds that otherwise are closed for new investments. However, the cost of the diversifica-

tion and the access are substantial since the Fund-of-Hedge Fund strategy is associated 

with fees-of-fees; one fee for the actual hedge fund invested in, plus one or several addi-

tional fees for the hedge funds it invests in (Fong, 2005). The Fund-of-Hedge Fund strate-

gy can be interpreted as disadvantageous; though the investment is spread among several 

hedge funds the relation and thus the correlation with other assets increase (Denvir & Hut-

son, 2005). 

 

3.4.6 Distribution of Strategies 

Fung and Hsieh (1999) presented a paper on different hedge fund strategies and found that 

there are differences in the distribution of return of the strategies, shown in figure 3-2. The 

Global Macro strategy is the most pursued strategy and the Equity Hedge having a small 

share of the total return distribution. Because the Fund-of-Hedge Fund strategy invests in 

other strategies, it is not directly included in figure 3-2.  
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Figure 3-2 Distribution of hedge fund strategies 

3.5 Risks Associated with Hedge Funds 

Simply stated, risk refers to “The possibility of suffering harm, loss, or danger. A factor or 

course involving uncertain danger” (Lavinio, p. 33, 1999). In table 3-1, the common and 

the specific risks associated with each of the different hedge fund strategies are presented. 

Hedge funds assets generally have a higher turnover than a normal long term investment 

and for this reason the risks associated with hedge funds are higher. For instance, technical 

problems may lead to time lags that contribute with additional fees. In addition to this, the 

high turnover increases the counterparts risk substantially (Dr. Cottier, 2000).  

 

Type of Risk Characteristics 

Gap and Liquidity A risk higher for hedge funds because of strategies of investing in 

changing dynamic markets (Dr. Cottier, 2000). 

Market-to-market The lack of an efficient market makes it difficult to value assets that 

are not listed on the market or that are infrequently traded (Lhabi-

tant, 2004). 

Human People are easily influenced by trends and habits. Unexpected situa-

tions can also occur that affects the hedge fund (Lowenstein 2000). 

Strategy The risk of a specific strategy can change along the way, and because 

of this, there is an inherent risk in every strategy (Dr. Cottier, 2000). 

Size When the size of a hedge fund increases or decreases it affects other 

factors such as administration and strategy that must be taken into 

consideration (Hedges, 2004). 

Table 3-1 Summary of general risks associated with hedge funds 

Event-
Driven

15%

Global 
Macro

50%
Equity 
Hedge

4%

Non 
Direction

al
31%

Distributions of Hedge Fund 
Strategies
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3.5.1 Specific Risk for the Different Hedge Fund Strategies 

Below the specific strategies‟ risks are presented.    

Equity Hedge – Long sustained bull markets is making it difficult to make any money, 

and for this reason there might be a substantial risk when the market is going up (Harcourt 

Investment Consulting, 2007c). In contrast to a long position that only can lose the value 

invested, a short position can have unlimited losses (Harcourt Investment Consulting, 

2007c) since big players are trying to affect the stock prices by taking large positions (Fa-

bozzi, 2005), or because of other irrational bubbles in the market (Harcourt Investment 

Consulting, 2007c). Long/short equity hedge funds are often associated with high liquidity 

risk due to the inconsistence in returns that the strategy yields (McCrary, 2004). Moreover, 

legal and political risks are substantial when investing in emerging markets because of the 

instability in those markets (Dr. Cottier, 2000). 

The Global Macro strategy risks are mainly associated with leverage; the risk that arises 

due to the lack of money at hand (Dr. Cottier, 2000). The timing is crucial for Global Ma-

cro hedge funds, thus making it risky. Also the concentration of the portfolio constitutes a 

substantial risk (Harcourt Investment Consulting, 2007a). 

Investors and managers pursuing the Event-Driven strategy are concerned about reduced 

merging activities and thus reduced opportunities for the hedge fund. Furthermore, the 

deal risk implies that agreements may be renegotiated or cancelled due to new economical 

circumstances, certain situations or just disagreements on a contract (Harcourt Investment 

Consulting, 2007b). 

Non Directional risks are mainly credit risks; the risk that the counterpart not being able 

to pay back the money invested (Dr. Cottier, 2000). For the Fixed-Income Arbitrage strate-

gy there is a risk of fixed income prices becomes increasingly efficient, reducing profit mar-

gins (Harcourt Investment Consulting, 2007d). Another risk associated with the strategy is 

the market trading not being based on value, but on momentum or vice versa. Additionally, 

there is also a risk that a stock market crash is feared. In theory, this should not have an 

impact on the strategy, but can indeed affect certain hedge funds in a negative direction 

(Harcourt Investment Consulting, 2007e).     

 

3.5.2 Risk and Return of the Strategies 

In table 3-2 a summary of the general risks and returns for different strategies pursued by 

hedge funds is presented. It comes clear that the strategies with the highest risk; Equity 

Hedge and Global Macro also being the ones yielding the highest returns. Consequently, 

there is a trade-off between risk and return identified; risk and return being the opposite 

sides of the same coin (Campbell & Viceira, 2005). 
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Strategies 
General 
Risks1 General Returns 

Equity Hedge Medium/High 20 %2 

Global Macro High 15-20 %3 

Event-Driven Medium 10-15 %4 

Non Directional Low 8-12%5 

Fund-of-Hedge Fund Low Depends on which hedge funds they are investing in 

Table 3-2 General Risk and Return for the different strategies 

In contrast to this study, Ding & Shawky (2007) found the Event-Driven strategy to be su-

perior, followed by Fund-of-Hedge Fund when they examined both living and dead hedge 

funds, thus eliminating the survivorship bias. The remaining strategies; Equity Hedge and 

Global Macro both had less than 50 percent of their hedge funds achieving an above aver-

age performance (Ding & Shawky, 2007) Thus, one can see how the process of evaluating 

the past return performances of hedge funds is full of biases making it to a very complex 

business.  

 

3.6 Risk and Return Measurements 

The process of calculating a hedge fund‟s net asset value is complex and full of caveats. 

However, there are several measures that can be used to get a grip of the specific hedge 

fund value (Dr. Cottier, 2000). 

In table 3-3 the main risk and return measures and their pros and cons are summarized. 

Different methods of calculation will yield different results (Lhabitat, 2004). 

 

 

 

 

 

 

                                                           

1 Hedges (2005) 
2 Al-Sharkas (2005) 
3 Harcourt Investment Consulting (2007a) 
4 Harcourt Investment Consulting (2007b) 
5 Harcourt Investment Consulting (2007e) 
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Measure Pros                   Cons 

Correlation Describes relationships between two random va-

riables. Easy applicable.  

Does only include two variables. 

Standard 

Deviation 

Easily applicable. Assumes normal distribution. 

Not always a good estimator of total 

risk. 

Tracking   

Error 

Includes benchmarking. Only measures absolute values.  

Does only calculate with active risk of 

the hedge fund portfolio. 

Sharpe      

Ratio 

Measures risk adjusted return and include total 

risk. 

Assumes normal distribution.  

Treynor    

Ratio 

Measures the return per unit of market risk. Does only measure the systematic 

risk.  

Can only be measured when the 

hedge fund is a part of a portfolio. 

Jensen Alpha 

Ratio 

 

Measures the difference between realized risk 

premium and expected risk premium. 

Does not measure the total risk.  

Can only be measured when the 

hedge fund is a part of a portfolio. 

Table 3-3 Summary of risk and return measures 

 

3.6.1 Correlation 

Correlation refers to the strength and the direction of a linear link between two variables 

(that can be found). Put in other words, it refers to how well they are moving on a return 

scale compared to each other. The purpose of hedge funds are to yield absolute returns; in 

a market boom the hedge fund investor prefer to see the hedge fund‟s correlation as close 

to 1.00 as possible whereas in a bust, the investor wants the hedge fund to correlate as 

close to -1.00 as possible. When the correlation is equal to 0, the values are independent 

(Blyth, 1994).  
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Table 3-4 Correlation between hedge fund strategies (Kat, 2003) 

 

Kat (2003) bases his suggestions on the findings in table 3-4, implying that the correlation 

between hedge funds of the same type and between different types of hedge funds is of 

similar magnitude. It may not make too much difference whether an investor diversifies 

within a given strategy group or between different strategy groups. 

There are two ways of calculating the correlation; Spearman- and Pearson correlation. The 

most widely used is Pearson‟s correlation (Blyth, 1994). 

The formula is: 

 

Where px,y is the correlation between two random variables X and Y, 

µx and µy are the expected values for X and Y and, 

σx and σy  are the standard deviations for X and Y (Blyth, 1994). 

 

3.6.2 Standard Deviation 

Standard deviation is the most commonly used tool to measure risk and volatility. The 

standard deviation measures the spread around the average ratio of return. A high value in-

dicates that the variable is far from its mean and because of this the risk is said to be rela-

tively high. Consequently a low value indicates a low risk (Lhabitant, 2004). 

Criticism towards standard deviation claims that it is not a perfect estimator of hedge fund 

risk assuming that the data is normally distributed, which rarely is the case for hedge funds.  

A better estimator of the risk would be to measure the dispersion below a certain pre-

specified level (Lhabitant, 2004). The formula is: 
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where  is the standard deviation and, 

E(x) is the expected value of x (Lhabitant, 2004). 

 

3.6.3 Tracking Error 

Tracking error is a measure of the active risk in a portfolio. It is measured by the standard 

deviation on the return differences between a fund and its benchmark. Put in other words, 

tracking error is the actual difference between the benchmarks‟ and the hedge funds' re-

turns (Grinold & Kahn, 1999). 

A low tracking error indicates that the difference between the fund and the benchmark is 

low. What it does not tell is whether the difference is positive or negative. Since the track-

ing error being expressed as an absolute value, it is not possible to know if the value is be-

low or above the benchmark index. Thus, a high tracking error can both mean that the 

hedge fund has outperformed its benchmark and that the hedge fund has yielded a return 

that is far below its benchmark‟s (Lhabitat, 2004). 

There exist two different types of tracking errors. The historical tracking error is also called 

„ex post‟ tracking error and is used to measure historical performance. The other version is 

called „ex ante‟ tracking error, and is used as a measurement to predict the future risk of the 

hedge fund (Lhabitat, 2004). The equations are slightly different, and this study will only 

investigate the „ex post‟ tracking error since the focus in the study is put on past perfor-

mance. The formula is: 

 

 

where T.E. is the tracking error and 

n is the number of periods over which it is measured 

x is the percentage return on the portfolio in period i 

y is the percentage return on the benchmark (Grinold & Kahn, 1999) 

 

3.6.4 Sharpe Ratio 

The Sharpe ratio is a tool used to measure the risk-adjusted rate of return; measuring the 

differential return and its benchmark (often the risk-free rate). A Sharpe ratio characterizes 

how well the return compensates for the total risk taken (Sharpe, 1994). The Sharpe ratio is 

subject to estimation error, and before we state any conclusion about the performance of a 



 

28 

 

hedge fund it is a must to always verify the statistical significance (Lhabitant, 2004). The 

formula is: 

 

 

3.6.5 Treynor Ratio and Jensen’s Alpha Ratio 

Other well recognized risk and return measures includes the Treynor ratio; a reward to risk 

ratio not quantifying the value added of an active portfolio manager. Unlike the Sharpe ra-

tio it only looks at systematic risk, not the total risk. Higher values of the Treynor ratio in-

dicate greater return per unit of the market risk (Treynor, 1965). Hedge fund managers are 

constantly looking for assets that deviate from the Efficient Capital Market Hypothesis Se-

curity Market Line. They try to identify the assets and profit from their deviation, before 

the market reacts. The formula goes as follows: 

  

Where T is the Treynor- ratio, 

rp is the return of the portfolio, 

rf is the return of the risk-free asset and, 

Thus, hedge fund portfolios performances can be measured (pretty) straightforward by us-
ing the Jensen‟s Alpha, defined as the difference between realized return and the return 
predicted using the Capital Asset Pricing Model (Jensen, 1967).  

The formula goes as follows: 

 

where αj is Jensen‟s alpha, 

rp is the return of the portfolio, 

rf is the return of the risk-free asset, 

rm is the market return and, 

β is the portfolio beta (Jensen, 1967). 
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3.7   Previous Research 

Under this section an overview of previous research within the area of hedge funds are 

provided.  A summary of the main researches within the field are presented in the table be-

low.   

Author(s)     Summary  

Fung & Hsieh (1999) A Primer on Hedge Funds 

Paper providing a rationale for how hedge funds are orga-

nized and gives some insight in how their performance dif-

fers from mutual funds. Different strategies within the mar-

ket are investigated and the authors concludes how the per-

formance of hedge funds differs much from mutual funds 

possibly due to differences in the regulatory environment. 

 

Liang (2000) Hedge Funds: The Living and the Dead 

Examines the survivorship bias in hedge fund returns by 

comparing two large databases. The findings show that it is 

exceeding 2 percent per year. Concludes that there are sig-

nificant differences in hedge fund returns, inception dares, 

net assets values, performance fees, management fees, and 

investment styles among hedge funds.   

 

Ding & Shawky (2007) Performance of Hedge Fund Strategies and the Asymmetry of Return 

Distributions 

Presented a hedge fund performance estimate that adjusts 

for stale prices. Contrast these new performance estimates 

with traditional performance measures. Found that only 40-

47 percent of the funds are generating an above average 

performance and concludes that hedge fund return differs 

depending on strategy pursued.  

 

Ackermann, McEnally &   The Performance of Hedge Funds: Risk, Return, and Incentives 

Ravenscraft (1999)  Examining different hedge fund characteristics and features. 

Concludes that hedge funds in general outperform mutual 

funds but do not outperform standard market indices. Also, 

the study verified hedge funds as being more volatile than 

mutual funds.  



 

30 

 

Kat (2003) 10 Things that Investors Should Know about Hedge Funds 

 Hedge funds following the same type of strategy may be-

have very differently. The paper concludes that that it may 

not make a significant difference if an investor diversifies 

within a given strategy group or between different strategy 

groups.  
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4 Empirical Findings and Analysis 

In this section the empirical findings and the analysis are presented. The empirical findings will primarily be 
presented through extensive use of tables. The analysis of the findings also includes a discussion of the find-
ings. 

4.1 Initial Clarifications 

The empirical findings begin with statistical data presented in form of graphs, tables and 

text. We consider it difficult for the reader to follow the analysis and comments if they are 

separated from the data itself, thus the empirical findings and analysis are combined into 

one section.      

The empirical findings and the analysis section will be divided into five sub sections. Firstly, 

a presentation of the hedge funds performance measured by using the standard deviation is 

presented. Secondly, the hedge funds‟ Sharpe ratios are calculated. Thirdly, the tracking er-

ror illustrates the hedge funds‟ active risk. Furthermore, the correlation between the hedge 

funds and their benchmark indexes will be examined followed by a comparison of the dif-

ferent strategies and OMXS is conducted. Throughout the presentation of the empirical 

findings comments will be provided. The final section will be an overall discussion of the 

analysis. 

  

4.2 Data for the Study 

The data for the hedge funds and the benchmarks are monthly data collected from the 

hedge fund managers‟ web sites and their annual reports, attached in Appendix 2.  Where 

no data was available the hedge funds in person were contacted, yet some data may be lack-

ing. For all the hedge funds in the study the monthly data presented is net of fees and ob-

tained for 45 months back with the exception of DnB NOR who only could provide 40 

months of data. After all the data had been gathered it came clear that that no hedge fund 

has yielded an absolute return on a monthly basis over the measured period. However, 

most of the hedge funds have in general generated an absolute return on a yearly basis. No-

ticeable is that during 2008 there are more negative monthly returns than in 2005-2007 due 

to the financial downturn, however this should not be the case; the hedge funds should be 

unaffected by the recession. 

The different risk and return measures presented in the theoretical framework yields differ-

ent rankings under different circumstances. However, we have chosen to use the mean re-

turn, standard deviation, tracking error, total return and Sharpe ratio to provide a broad 

and accurate picture of the hedge fund‟s risks and returns. Even though both the Treynor 

ratio and Jensen‟s Alpha ratio are mentioned in the Frame of References they will not be 

used in the study for the reason that both of them are measurements only being useful 

when a hedge fund is a part of a portfolio.  
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4.3 Standard Deviation 

As mentioned earlier, standard deviation is a measurement of a hedge fund‟s volatility. 

Within the sample of the study the standard deviation ranged from 1.01 to 3.65 percent, 

thus being substantially lower than the stock market‟s standard deviation of 4.95 percent. 

Looking at the strategies pursued by the hedge funds yielding abnormal standard devia-

tions, three strategies were identified. It was Lynx (Global Macro), Shepherd Energy Fund 

and Yield (Equity Hedge) and HQ Nordic Hedge (Fund-of-Hedge Fund). Global Macro 

was the strategy having highest standard deviation and Equity Hedge coming close after. 

These results are more or less consistent with the theory that hedge funds pursuing the 

Global Macro strategy have higher risk and hedge funds pursuing the Equity Hedge strate-

gy have a high/medium risk. However, the hedge fund managers on Yield have succeeded 

to keep the risk low.    

The average standard deviations are presented in table 4-1. Below the highest and lowest 

standard deviations are presented;  

Highest and Lowest Standard Deviation 

Shepherd Energy Fund 3.35% 

Lynx 3.65% 

Yield 1.01% 

HQ Nordic Hedge 1.23% 

Table 4-1 Highest and lowest standard deviation 

 

4.4 Sharpe Ratio 

The hedge funds in our sample had relatively high standard deviations and Sharpe ratios 

indicating somewhat high riskiness and volatility.  

Looking at risk adjusted return measured by the Sharpe ratio, the hedge funds Elixir and 

GMM α were identified as having the highest values and Tanglin had by far the most nega-

tive Sharpe ratio. The hedge funds with the lowest and highest Sharpe ratios are presented 

in table 4-2.  

Highest and Lowest Sharpe Ratios  

Elexir 22.18% 

Tanglin -16.49% 

GMM α 38.43% 

HQ Nordic Hedge -9.67% 

Table 4-2 Sharpe ratios, highest and lowest values 

 



 

33 

 

A typical relationship between the results of highest/lowest mean6 and the highest/lowest 

Sharpe ratio was identified. For instance, the hedge fund having the highest mean, Elixir, 

was having the second highest Sharpe ratio. Vice versa goes for the lowest yielding fund 

Tanglin which has the lowest mean as well as the lowest Sharpe ratio. GMM α, with the 

highest Sharpe ratio has the third highest mean. There is a clear relationship between the 

Sharpe ratio and the hedge funds mean; a high Sharpe ratio indicating a high mean.  

Looking closely both at the mean and the Sharpe ratio, it becomes clear that Tanglin has 

yielded a negative mean return over the past four years; not being positive for the investors. 

Tanglin is investing in high liquidity instruments in the global market, being a very volatile 

and risky market where investors can make money if they are getting in and out of the 

market at the right time. Thus, the values make sense.  

Through a closer examination of the strategies pursued by the hedge fund yielding highest 

risk adjusted return, the most successful hedge fund in the study was identified as GMM α, 

pursuing a Global Macro strategy, known for high risk and return. 

The four hedge funds in our study yielding the highest Sharpe ratios were all pursuing the 

Global Macro strategy being consistent with the findings of Hedges (2005) that identified 

the strategy as taking on relatively high risk.  

 

4.5 Tracking Error 

SSVX30 and SSVX90 are used as benchmark indexes for calculating the tracking errors; 

representing the active risk.  

In the category of hedge funds with benchmark index SSVX30 days, DnB NOR Aktiehed-

gefond Primus yields the lowest value and Elexir the highest value. The findings are pre-

sented in table 4-3 and 4-4. Rates of return for all hedge funds can be found in appendix 6. 

DnB NOR Aktiehedgefond Primus‟ total return over the period is 10.50 percent, coming 

very close to the benchmarks index‟s return of 10.60 percent.  

 

 

 

 

 

                                                           

6 In appendix 3 all the hedge funds‟ means and standard deviations are presented. 
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Table 4-4 Tracking Error SSVX90 days 

Elexir has the highest tracking error of all hedge funds, 0.04872. Its 42.92 percent return is 

also significantly higher than the returns of SSVX30 days (see appendix 6). 

In the category of hedge funds having SSVX 90 days as benchmark, Excalibur has the low-

est value; 0.001734, the cumulative return for the hedge fund being 9.77 percent and the 

benchmark‟s return 10.92 percent. Although Excalibur has not yielded any return above its 

benchmark, it is still the hedge fund yielding the return closest to its benchmark‟s return. 

Thus, Excalibur must be considered as being a low-risk hedge fund, having the lowest ac-

tive risk of the hedge funds in the same category. On the other hand, Lynx is the hedge 

fund having the highest tracking error, 0.047187, and has yielded a cumulative return of 

42.22 percent in contrast with SSVX 90 days that had a return of 10.92 percent (see appen-

dix 6).  

 

4.6 Correlation with Benchmarks 

The performance fees are strongly related to the performance of the hedge funds‟ perfor-

mance relative its benchmark because the fee is charged when the hedge fund is perform-

ing better than its benchmark. Thus, we see it as remarkable that the hedge funds in this 

paper compare themselves with SSVX, an index that never can yield a negative return and 

in addition to these yielding relatively low values in a market boom. This means that it is 

not particularly hard for a hedge fund to yield a value that is above its benchmark‟s return 

and not very difficult for the hedge fund managers to motivate the performance fees in rel-

Tracking Error SSVX30 Days 

DnB NOR  

Aktiehedgefond Primus 0.00016 

DnB NOR Prisma 0.01425 

Elexir 0.04872 

Yield 0.00347 

Shepherd Energy Fund 0.00917 

AMDT Hedge 0.00099 

Tanglin 0.01735 

Tracking Error SSVX90 Days 

Nektar 0.033076 

Amplus 0.012814 

Excalibur 0.001734 

GMM α 0.040457 

Eikos 0.011111 

HQ Global Hedge 0.003739 

HQ Nordic Hedge 0.008065 

HQ Solid 0.008035 

Lynx 0.047187 

Manticore 0.027151 

Matrix Global Tactical Beta 0.005658 

 Table 4-3 Tracking Error SSVX30 days 
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atively good times. On the other hand, this benchmark can never yield a negative value, 

which means that no performance fee can be charged when the hedge fund yields a nega-

tive return. From an investors perspective it can be said that SSVX is a favorable bench-

mark in bad times but a disadvantageous benchmark in good times.  

In order to exemplify this, a figure that illustrates the difference is presented in figure 4-1. 

In Δ1, the hedge fund is facing a positive return being much higher than for the SSVX30. 

The relatively big gap is illustrates how the investor must pay a high performance fee for 

the return that is above SSVX30‟s return. For Δ2, the hedge fund‟s return is lower than that 

of SSVX30. In this situation, no performance fee is charged. 

 

 

Figure 4-1 Example of performance fee   

 

For that reason, a correlation close to 0 is the best result, meaning that the hedge fund is 

independent of the benchmark and yields a return far from similar to that of the bench-

mark index. 

The use of SSVX as benchmark can be disputed since the comparison with a risk-free in-

dex in plain text is indeed favorable for the hedge funds and their reputation. The compari-

son is a way for hedge fund managers make it look like the hedge funds have yielded a 

higher return that they actually have done.   

 

4.6.1 Correlation with SSVX30 Days  

To identify the relationship between the hedge funds and their benchmarks a correlation 

analysis with a 95 percentage confidence interval in the statistical program SPSS was con-

ducted. The results are presented in table 4-5. 
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SSVX30 Days Pearson Correlation Sig. (2-tailed) N 

SSVX30 Days 1   45 

DnB NOR Aktiehedgefond Primus -0.327 0.039 40 

DnB NOR Prisma -0.186 0.25 40 

Elexir -0.147 0.335 45 

Yield -0.235 0.121 45 

Shepherd Energy Fund 0.1 0.513 45 

AMDT Hedge -0.269 0.074 45 

Tanglin -0.204 0.178 45 

Table 4-5 Correlation with SSVX30 days 

Only one hedge fund has a positive correlation with its benchmark; Shepherd Energy 

Fund, pursuing a long/short equity strategy and operating in the global energy market. The 

hedge fund being most negatively correlated with SSVX30 days is DnB NOR Aktiehedge-

fond Primus with a negative correlation of -32.7 percent although this is a weak relation-

ship. DnB NOR Aktiehedgefond Primus has a Long/Short Equity (Equity Hedge) strategy 

and focus on small and middle sized companies mainly located in the Nordic region. How-

ever, Primus sig. 2- value is 0.039 and below 0.05 thus it can be subject to randomness. 

 

4.6.2 Correlation with SSVX90 Days  

When calculating the correlation within this category the same method was used as for the 

SSVX30 days‟ category. The results are presented in table 4-6. 

SSVX90 Days Pearson Correlation Sig. (2-tailed) N 

SSVX90 Days 1   45 

Nektar -0.135 0.377 45 

Amplus -0.429 0.003 45 

Excalibur 0.071 0.644 45 

GMM α 0.048 0.754 45 

Eikos -0.459 0.001 45 

HQ Global Hedge -0.34 0.022 45 

HQ Nordic Hedge -0.352 0.018 45 

HQ Solid -0.473 0.001 45 

Lynx -0.053 0.731 45 

Manticore -0,182 0,232 45 

Matrix Global Tactical Beta -0,171 0,268 44 

Table 4-6 Correlation with SSVX90 days 

Within this category there are two hedge funds having a positive correlation, although both 

of them are very low. For the rest of the hedge funds there are overall negative correla-

tions. The hedge fund having the highest correlation, even though it is extremely low, is 
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Excalibur. This hedge fund is investing in interest securities on the global market and is 

thus falling in under the Global Macro strategy. There are many hedge funds with negative 

correlation. HQ Solid using the Fund-in-Hedge Fund strategy, investing in interest securi-

ties is standing out with a high negative correlation. Though, one should keep in mind that 

Sig.2- values below 0.05 can be explained by randomness.   

When finally comparing the hedge funds‟ return with the correlation (for both categories) 

we found that the hedge funds with the highest return in the study are having correlations 

with their benchmarks coming closest to zero.  

 

4.7 Correlation between Hedge Funds 

By investigating the correlation between the different hedge funds we can see which ones  

that are experiencing high or low correlation and if it is depending on their strategy.  A cor-

relation analysis between the hedge funds in both categories was conducted and the results 

for all hedge funds are presented in Appendix 4 and 5. The hedge funds having the weakest 

and strongest correlation will be examined. 

Strongest correlation was found in the SSVX90 category; HQ Global Hedge and HQ 

Solid experienced a correlation coefficient of 0.829 within a 99 percent confidence interval, 

presented in table 4-7.  

The high correlation suggests that they are both pursuing the same investment strategy; 

Fund-of-Hedge Fund. Plausible explanations for the strong correlation might be that they 

are managed by the same firm, same hedge fund manager and/or have a common invest-

ment philosophy. Additionally, one can see how the Sig.2 –value is less than 0.01   

    HQ Global Hedge HQ Solid 

HQ Global Hedge Pearson Correlation 1 0.829** 

  Sig. (2-tailed)   0 

  N 45 45 

HQ Solid Pearson Correlation 0.829** 1 

  Sig. (2-tailed) 0   

  N 45 45 

    ** Correlation significant at the 0.01 level (2-tailed). 
 

Table 4-7 Correlation between HQ Solid and HQ Global Hedge 

 

The strongest correlation identified in the SSVX30 category was between DnB NOR 

Aktiehedgefond Primus and Tanglin, experiencing a correlation of 0.605 using a 99 percent 

confidence interval which presented in table 4-8. The correlation was significantly higher 

than between other hedge funds in the same group. 
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By looking at the strategies pursued it comes clear why there is a relatively high correlation.  

Tanglin is a hedge fund with a strategy falling in under the Equity Hedge strategy; investing 

in high liquidity instruments in the global market and DnB NOR Aktiehedgefond Primus 

Equity hedge, which is also falling under the Equity Hedge strategy by pursuing 

Long/Short Equity strategy.   

    
DnN NOR  
Aktiehedgefond Primus Tanglin 

DnN NOR  
Aktiehedgefond 
Primus 

Pearson  
Correlation 1 0.605** 

  Sig. (2-tailed)   0 

  N 40 40 

Tanglin 
Pearson  
Correlation 0.605** 1 

  Sig. (2-tailed) 0   

  N 40 45 
 
** Correlation significant at the 0.01 level (2-tailed). 

Table 4-8 Correlation between DnB NOR Aktiehedgefond Primus and Tanglin 

Comparing the high correlations in the SSVX30 and SSVX90 days categories it came clear 

that hedge funds having similar investment strategies are experiencing high correlations.  

Lowest correlation identified was between ADMIT Hedge and Elexir with a confidence 

interval of 95 percent, presented in table 4-9. 

 

 

 

 

 

These two hedge funds are not moving in the same direction, however they are not exclu-

sively moving in opposite directions. Elixir, investing in electrical derivatives belonging to 

the Global Macro strategy and AMDT hedge focused on OMX derivatives both uses the 

Equity Hedge strategy, experiences a negative correlation. Thus, the negative correlation 

makes sense due to their different strategies. As mentioned above, hedge funds pursuing 

similar strategies experiences a high correlation and consequently hedge funds with dissimi-

    Elexir AMDT Hedge 

Elexir Pearson Correlation 1 -0.202 

  Sig. (2-tailed)   0.184 

  N 45 45 

AMDT Hedge Pearson Correlation -0.202 1 

  Sig. (2-tailed) 0.184   

  N 45 45 

Table 4-9 Correlation between Elexir and AMDT Hedge 
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lar strategies experiences lower or even negative correlation with each other. Yet, the Sig. 

2– value is low so it can be subject to randomness. 

 

4.8 Comparing Strategies 

Throughout the analysis we have traced the different hedge funds back to their respective 

investment strategy. To see what strategy was being superior the hedge funds were divided 

with respect to their strategies and the averaged means, monthly returns and total returns 

are presented in table 4-10.  

  

 

Table 4-10 Total and mean monthly return for each strategy 

  

Notice that there are two strategies missing; Event-Driven and Non-Directional. The rea-

son is that none of those strategies were identified in our sample. However, in our research 

we identified hedge funds pursuing the Event-Driven and the Non Directional strategy, 

though our study focused on hedge fund having SSVX30 and SSVX90 days as their 

benchmark. Both of those strategies were mainly using weighted indexes such as 50 percent 

OMX30 and 50 percent MSCI World Index.  

Global Macro is the strategy yielding the highest monthly mean return, and not surprisingly 

the highest total return since January 1 2005, which is consistent with Harcourt Investment 

Consulting (2007a) and McCrary (2002). Both the mean and the total return are related to 

the risk-adjusted return Sharpe ratio where the Global Macro strategy is superior. By solely 

looking at these numbers of an investment alone, it looks like the Global Macro strategy 

obviously would be the best choice for an investor. However, if including tracking error, 

standard deviation, Sharpe ratio etc., it may not be as clear what an investor‟s choice would 
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be. The Global Macro strategy has the highest active risk and the second highest standard 

deviation, thus the decision would depend on the investor‟s preferences and willingness to 

take on risk. Recall that risk and return are opposite sides of the same coin (Campbell & 

Viceira, 2005).  

Comparing the average returns of the benchmarks SSVX30 and SSVX90, the different 

strategies may be examined more closely. The monthly mean for the average benchmark is 

0.24 percent, approximately half as good as the best strategy Global Macro has performed 

and the other two strategies are also outperforming their benchmarks slightly. The same 

reflections are made when comparing the strategies‟ total returns. 

 

Investment Strategy Standard Deviation* Sharpe Ratio* Tracking Error* 

Equity Hedge 2.01% 2.15% 0.010277 

Global Macro 1.97% 13.38% 0.025262 

Fund-of-Hedge Funds 1.47% 0.91% 0.008523 

Benchmark ¤ 0.09% N/A N/A 

Table 4-11 Strategy sum-up 

* Mean values for the hedge funds included in the study.  

¤ Average of SSVX30 and SSVX90 days   

The benchmark is yielding a standard deviation of 0.09 percent which is extremely low and 

practically risk-free. In fact, SSVX30 is often used as a risk-free rate. Thus, a 10.76 percent 

return and a risk of 0.09 percent imply that the benchmark index almost yields the same re-

turn as the Fund-of-Hedge Funds strategy, but to a considerably lower risk. As explained 

earlier, this is connected with the fact that SSVX is an index that practically is risk free. 

When it comes to the two other strategies, the Equity Hedge‟s return in contrast to the re-

turn of the benchmark index, is not justifying the high risk it is taking on. Furthermore, the 

Global Macro strategy has almost the same risk as the Equity Hedge strategy, however 

yielding a significantly higher return and having substantially higher rational risk-to-return 

ratio, thus being consistent with Hedges (2005) and McCrary (2002). 

The Global Macro strategy is not only yielding the highest return over the period but is also 

having the highest volatility in the study. Recall that investor‟s preferences may differ when 

it comes to their willingness to take on risks, yet all investor are looking for an investment 

yielding high return to a relatively low risk.   

In view of the fact that the benchmark index has been used as the risk-free asset when cal-

culating Sharpe ratio it makes it impossible to calculate Sharpe ratios for the benchmark in-

dexes. However, a comparison of the different strategies once again confirms the Global 

Macro strategy as the one yielding the highest Sharpe ratio. 

Neither the tracking error could be calculated for SSVX30 and SSVX90 since it is a meas-

ure of the variation from the benchmarks. The standard deviation from the benchmark in-

dexes is lowest for Fund-of-Hedge Funds, implying they are producing more or less the 
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same return as their benchmark index. The highest tracking error and standard deviation 

from its benchmark index is being generated by Global Macro strategy.  

The distribution of strategies among the hedge funds in this study was found being differ-

ent from previous research presented by Fung & Hsieh (1999). One plausible reason may 

be that that our paper is focusing on hedge funds having SSVX30 and SSVX90 days as 

benchmark indexes. Another reason might be that Fung‟s & Hsieh‟s (1999) findings are 

almost ten years and may be out of date.   

 

Figure 4-2 Distribution of strategies within the study 

 

4.9 Comparison with OMXS 

Alternative investments are playing an increasingly important role for many investors want-

ing to reduce the risk through diversification and have a wider range of return opportuni-

ties that are being more constant than the stock market. To put the empirical findings in a 

context, a comparison with the Swedish stock market was conducted.  

  Mean Monthly Return Total Return  
Monthly Standard 

Deviation 

OMXS 0.36% 16.05% 4.95% 

Hedge Funds in the 
Study* 0.36% 16.03% 1.82% 

Table 4-12 OMXS Total return and standard deviation 

* Average of all hedge funds in the study 

 

The index yielded a monthly standard deviation of 4.95 percent, total return of 16.05 per-

cent and a monthly mean return of 0.36 percent over the same period as the hedge fund 

study was conducted. We conclude that OMXS index had a lower return as well as taking 

Equity Hedge
42%

Global Macro
37%

Fund-in-Fund
21%

Distribution of Hedge Fund Strategies
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on more risk than the hedge funds and especially the ones pursuing the Global Macro 

strategy.  

When comparing the result of OMXS with the hedge funds in the study we found the re-

turns to be tremendously similar. However, the standard deviation for the two investment 

vehicles reveals how investing in a hedge fund would be associated with substantially less 

risky than investing in the stock market. There is one major difference between the hedge 

funds and OMXS not being presented in any tables; the substantial fees investors pay the 

hedge fund managers. The fees are being the price the investors are charged for the prod-

uct; the reduction of risk. Thus, it seems like a good deal to acquire a product yielding the 

same return but to a much lower risk.  

Both in terms of return and risk the Global Macro strategy has outperformed the stock 

market over the investigated period and the conclusion must be that the hedge funds are a 

superior and less risky investment vehicle than Swedish stocks - not being chocking consi-

dering that the underlying idea for all hedge funds is being to yield an absolute return. In 

this paper it is demonstrated how hedge funds are - contrariwise the common interpreta-

tion that hedge funds are being expensive and risky, a relatively good and safe form of in-

vestment that often are being much preferable than OMXS. 
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5 Conclusion 

The conclusion chapter is directly connected to the purpose. The analysis will be summarized in order to ful-

fill the purpose and answer the research questions of the thesis. Lastly, some further studies are presented. 

The purpose of this study has been to analyze Swedish hedge funds in terms of pursued investment 

strategies, risks and returns.  

What is said to distinguish hedge funds from mutual funds are the absolute return feature. 

If the return is measured on a monthly basis, the conclusion must be that the majority of 

the Swedish hedge funds in our study did not fulfill the criteria of always yielding a positive 

return. However, most hedge fund managers recommend their clients to make long-term 

investments. When considering the hedge funds‟ total return for the measured period, the 

empirical findings reveal how the majority of the sample has yielded an absolute return. 

 

Looking at the average total return statistics common for all hedge funds we see that the 

hedge funds have performed slightly better than OMXS. However, the hedge funds total 

returns are being highly dependent on strategy pursued and some strategies have yielded re-

turns substantially higher than OMXS.  

According to our empirical findings and analysis where the three strategies Global Macro, 

Equity Hedge and Fund-of-Hedge Funds are compared, the Global Macro strategy turned 

out to be the most successful in terms of return, though also being the strategy taking on 

the most risk. These findings are being consistent with previous research and the risk and 

return trade-off investors are facing (Campbell & Viceira, 2005). In contrast, the Fund-of-

Hedge Funds strategy had the lowest risk, however the strategy‟s return was found to be 

substantially lower than the other strategies‟ return. The Equity Hedge strategy falls be-

tween the Global Macro and the Fund-of-Hedge Fund strategy, both in terms of risk and 

return. In our study, the strategies are ranked in the same order as Hedges (2005) and 

McCrary (2002).  

The analysis clearly demonstrates how there is a relationship between high return and high 

risk, as well as between low return and low risk. As an investor, one is always looking for 

the highest return combined with the lowest risk. However, it must also be kept in mind 

that investors have different preferences.  

When it comes to hedge funds, the correlation with other assets must also be considered. 

We found that high correlation between hedge funds indicates how they are practicing the 

same strategy whereas a low correlation indicates that the hedge funds are investing dissi-

milarly. We also found that the hedge funds experiencing a correlation close to 0 with re-

spect to their benchmark were the ones yielding the highest return in the study. Though, it 

should be emphasized that the benchmarks being used by the hedge funds in the study, 

SSVX30 and 90, are very conservative and moderate, thus making the hedge funds perfor-

mance appear better. From an investor‟s point of view, the use of SSVX as benchmark is 

good in times of low hedge fund returns, due to the fact that the hedge fund cannot charge 
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performance fee before the hedge fund‟s cumulative return has recovered. In the same 

manner, in times of a market boom the SSVX 30 and 90 are very unfavorable as bench-

marks.  

 

5.1 Further Studies 

This paper has only focused on hedge funds having SSVX30 days and SSVX90 days as 

their benchmark indexes. It would however be interesting to see if the empirical findings of 

this paper are consistent with all hedge funds in the Swedish market.  

Due to the chosen time frame, the sample was limited and therefore using a different time 

frame, e.g. looking at hedge funds starting no later than 2002, future researchers may find 

interesting results that deviates from ours. There may be substantial differences when it 

comes to strategy and willingness to take on risk between hedge funds of different age.  

Moreover, this paper is focusing on Swedish hedge funds strategies, risks and returns; 

however it would be interesting to look at other hedge fund markets. Would a study of the 

U.S hedge fund industry yield the same result as our paper?  

As the concept of absolute return is highly connected with hedge funds, it would be inter-

esting to see whether hedge funds in general are generating an absolute return or not. 
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Appendix  

Appendix 1 – The Swedish Law about Investment Funds 

Svensk författningssamling         

Lag om investeringsfonder; 

utfärdad den 19 februari 2004. Enligt riksdagens beslut1 föreskrivs2 följande. 

1 kap. Inledande bestämmelser 

1 § Definitioner 

I denna lag förstås med 

1. behörig myndighet: utländsk myndighet som har behörighet att utöva tillsyn över fondföretag eller förvalt-

ningsbolag, 

2. derivatinstrument: optioner, terminer och swappar samt andra likartade finansiella instrument, 

3. EES: Europeiska ekonomiska samarbetsområdet, 

4. egna medel: detsamma som i artikel 1a.15 i rådets direktiv 85/611/EEG av den 20 december 1985 om sam-

ordning av lagar och andra författningar som avser företag för kollektiva investeringar i överlåtbara värdepap-

per (fondföretag)3, senast ändrat genom Europaparlamentets och rådets direktiv 2001/108/EG4, 

5. filial: ett avdelningskontor med självständig förvaltning, varvid även ett fondbolags, ett förvaltningsbolags 

eller ett fondföretags etablering av flera driftställen skall anses som en enda filial, 

6. finansiellt instrument: fondpapper, fondandelar, penningmarknadsinstrument, derivatinstrument samt annan 

rättighet eller förpliktelse avsedd för handel på värdepappersmarknaden, 

7. fondbolag: ett svenskt aktiebolag som har fått tillstånd enligt 4 § att driva fondverksamhet, 

8. fondföretag: ett utländskt företag 

a) som i sitt hemland har tillstånd för verksamhet där det enda syftet är att göra kollektiva investeringar i såda-

na tillgångar som anges i 5 kap. 1 § andra stycket eller 6 kap. 2 § andra stycket, med kapital från allmänheten 

eller från 

en särskilt angiven och avgränsad krets investerare, 1 Prop. 2002/03:150, bet. 2003/04: FiU14, rskr. 2003/04:139. 2 Jfr 

rådets direktiv 85/611/EEG av den 20 december 1985 om samordning av lagar och andra författningar som avser företag för 

kollektiva investeringar i överlåtbara värdepapper (fondföretag) (EGT L 375, 31.12.1985, s. 3, Celex 31985L0611), senast 

ändrat genom Europaparlamentets och rådets direktiv 2001/108/EG (EGT L 41, 13.2.2002, s. 35, Celex 32001L0108).3 EGT 

L 375, 31.12.1985, s. 3 (Celex 31985L0611). 4 EGT L 41, 13.2.2002, s. 35 (Celex 32001L0108). 

b) som tillämpar principen om riskspridning, och 

c) vars andelar på begäran av innehavarna återköps eller inlöses med medel ur företagets tillgångar, 

9. fondföretags hemland: 

a) om fondföretaget är bildat på kontraktsrättslig grund, det land där förvaltningsbolaget har sitt säte, 

b) om fondföretaget är bildat på associationsrättslig grund, det land där bolaget har sitt säte, 

10. fondpapper: aktier och obligationer samt sådana andra delägarrätter eller fordringsrätter som är utgivna för 

allmän omsättning, med undantag av penningmarknadsinstrument, samt depåbevis, 

11. fondverksamhet: förvaltning av en investeringsfond, försäljning och inlösen av andelar i fonden samt där-

med sammanhängande administrativa åtgärder, 
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12. företagsgrupp: grupp för sammanställd redovisning enligt rådets sjunde direktiv 83/349/EEG av den 13 juni 

1983 grundat på artikel 54.3 g i fördraget om sammanställd redovisning 5, senast ändrat genom Europaparla-

mentets och rådets direktiv 2001/65/EG 6, eller grupp som enligt erkända internationella redovisningsregler 

skall lämna motsvarande redovisning, 

13. förvaltningsbolag: ett utländskt företag som i sitt hemland har tillstånd att förvalta fondföretag, 

14. förvaltningsbolags hemland: det land där bolaget har sitt säte, 

15. förvaringsinstitut: en bank eller ett annat kreditinstitut som förvarar tillgångarna i en investeringsfond och 

som sköter in- och utbetalningar avseende fonden, 

16. investeringsfond: värdepappersfond eller specialfond, 

17. kvalificerat innehav: ett direkt eller indirekt ägande i ett företag, om innehavet representerar 10 procent el-

ler mer av kapitalet eller av samtliga röster eller annars möjliggör ett väsentligt inflytande över ledningen av fö-

retaget, 

18. penningmarknadsinstrument: statsskuldväxlar, bankcertifikat samt sådana andra finansiella instrument med 

en löptid på högst tolv månader som normalt omsätts på penningmarknaden, är likvida och har ett värde som 

vid varje tidpunkt exakt kan fastställas, 

19. specialfond: en fond vars andelar kan lösas in på begäran av andelsägare och som består av finansiella till-

gångar, om den bildats genom kapitaltillskott från allmänheten eller från en särskilt angiven och avgränsad 

krets investerare och ägs av dem som skjutit till kapital samt förvaltas enligt bestämmelserna i 6 kap., 

20. startkapital: detsamma som i artikel 1a.14 i rådets direktiv 85/611/EEG, och 

21. värdepappersfond: en fond vars andelar kan lösas in på begäran av andelsägare 

och som består av finansiella tillgångar, om den bildats genom 

kapitaltillskott från allmänheten och ägs av dem som skjutit till kapital samt 

förvaltas enligt bestämmelserna i 5 kap. 
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Appendix 2 – Fund Administrators’ Websites  

Hedge Fund Hedge Fund Administrator Web Site 

AMDT Hedge Systematiska Fonder JPA www.systematika.se  

Amplus Cicero Fonder www.cicerofonder.se 

DnB NOR Aktiehedgefond Primus DnB NOR Asset Management www.carlsonfonder.se 

DnB NOR Prisma DnB NOR Asset Management www.carlsonfonder.se 

Eikos H. Lundén Kapitalförvaltning  www.carlsonfonder.se 

Elexir Markedskraft www.markedskraft.com 

Excalibur Lancelot Asset Management www.lancelot.se 

GMM α GMM Global Asset Management www.gmmglobal.com 

HQ Global Hedge HQ Fonder Sverige  www.hq.se/sv/HQ-Fonder/ 

HQ Nordic Hedge HQ Fonder Sverige www.hq.se/sv/HQ-Fonder/ 

HQ Solid HQ Fonder Sverige www.hq.se/sv/HQ-Fonder/ 

Lynx Lynx Asset Management www.lynxhedge.se 

Manticore Manticore Capital www.manticore.se 

Matrix Global Tactical Beta Matrix Fonder www.matrixfonder.se  

Nektar Brummer & Partner www.brummer.se 

Shepherd Energy Fund Shepherd Energy  www.shepherd.se 

Tanglin Tanglin Asset management www.tanglin.se 

Yield Prior & Nilsson www.pnfonder.se 
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Appendix 3 – Mean and Standard Deviation 
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Appendix 4 – Correlation between Hedge Funds SSVX30 Days 
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Appendix 5 – Correlation between Hedge Funds SSVX90 Days 
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Appendix 6 – Total Return during the Measured Period 

Benchmark Total Return (1 January 2005 – 30 September 2008) 

SSVX 30 Days 10,60 % 

DnB NOR Aktiehedgefond Primus 10,50 % 

DnB NOR Prisma 19,50 % 

Elexir 42,92 % 

Yield 12,90 % 

Shepherd Energy Fund 16,68 % 

AMDT Hedge 9,94 % 

Tanglin -0,91 % 

SSVX 90 Days 10,92 % 

Nektar 33,00 % 

Amplus 2,00 % 

Excalibur 10,00 % 

GMM α 38,00 % 

Eikos 18,00 % 

HQ Global Hedge 13,00 % 

HQ Nordic Hedge 6,00 % 

HQ Solid 6,00 % 

Lynx 42,00 % 

Manticore 29,00 % 

Matrix Global Tactical Beta 7,00 % 

  


