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.

The objective of this Thesis is to study the occurrence of hedge funds under historical approach from the
beginning, formation, mechanism, to the development under globalization of finance in order to create proper perception in the
concept of hedge fund investment and help sustain the growth in Thai financial system.

Here, | examine using Quantum Fund of Soros Fund Management by George Soros for the case study in order
to compare to the World's Economic and Financial Development. As a result of limited access on hedge fund and the information are
not subject to public disclosure or regulatory reporting requirements that makes only a small number of research on Thailand's hedge
fund were found. Most information was obtained from foreign articles or resources from outside the country i.e. interview with foreign
trader therefore the perception were given from the outside view.

As a result, the outcome of the study were 1) Hedge fund was nothing new but was first introduced in the 1950s
with increasing complications depending on the Capitalized Country through the international organizations e.g. World Bank, IMF and
WTO 2) The term hedge fund has a broader meaning as “Hedge Fund" is used when calling a type of fund that has many difference
investment strategies. The term hedge fund is loosely defined and does not always imply if a hedging technique is being used. 3)
Hedge fund developed by revolution of which leads to a change in institutional structure. Hedge fund manager attempts to produce
targeted returns or absolute performance, regardless of the underlying trends in the financial markets. In order to make benefit, they
implement a wide array of trading strategies; however they each strive to capture market inefficiencies. 4) Hedge 'f.und gives both
positive and negative benefits to the whole financial systems. Hedge funds play a valuable arbitrage role in reducing and eliminating
mispricing in financial markets. They also provide risk transfer and diversification in the Traditional Portfolio Investment. They are an
important source of liquidity both in periods of calm and stress. They add depth and breadth to our financial markets. But on the
other hand, hedge fund involvement in small market might give a negative impact owing to less liquidity and depth of financial market.
For that reason, a large hedge fund can cause fluctuation in the market. If hedge fund highly leveraged in financing its investment, it
may gives impact to the financial market and that makes hedge fund an important focus of attention from the systemic perspective
which then leads to a shock in the economy and the whole financial market. “Spiral Down from Contagion Effect" which bring about
the financial turmoil 5) There has been several significant efforts to induce hedge fund disclosure and regulations, but these efforts
have fallen short because of large benefit associated with the US. 6) Hedge fund's rapid growth in popularity continues every year,
even though some hedge fund strategies might not provide substantial return like they used to. Hedge funds are still finding a way to
play an important role in the financial markets. Moreover, investment in hedge fund become more acceptable to investors when the
financial institutions were involved that could bring about more market participants including the individuals. However, | believed that
with the support from the government, like in Hong Kong and Singapore, which are central for Hedge fund in Asia, | could see
meaningful further increase both in aggregate size of the hedge fund and in the relative significance of their role in the near future
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® Ibid., p.157
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Ibid., p.163

® David Shirreff. Lesson from the collapse of hedge fund, Long-Term Capital

Management [PDF Format]. University of California at Berkeley, WARINNA:
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Bankers Trust 300
Barclays 300
Chase 300
Deutsche Bank 300
Union Bank of Switzerland 300
Salomon Smith Barney 300
J.P. Morgan 300
Goldman Sachs 300
Merrill Lynch 300
Credit Suisse First Boston 300
Morgan Stanley 300
Dean Witter 300
Societe Generale 125

° Long-Term Capital Management [Online]. Wikipedia: The free encyclopedia,

unAeNN: http://en.wikipedia.org/wiki/Long-Term_Capital_Management [&311Ax, 2550]
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" Ibid.
" Christopher Cox. Testimony Concerning the Regulation of Hedge Funds: before
the US Senate Committee on Banking, Housing and Urban Affairs [Online]. U.S.A.: United States
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! Campaign Finance [Online], WURINNA:
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° Richard Briffault. Soft Money, Issue Advocacy and The US Campaign Finance

Law [Online]. Columbia Law School: Elections Canada, May, 2002. WARITINA:
http:www.elections.ca/eca/eim/article_search/

article.asp?id=75&lang=e&frmPageSize=&textonly=false [March 7, 2007]

¢ L. Paige Whitaker. Campaign Finance: Constitutional and Legal Issues of Soft
Money [PDF Format]. American Law Division: Congressional Research Service, February, 2004.

WHARINN: http://foc.state.gov/documents/organization/29688.pdf [March 9, 2007]
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Center For Responsive Politics 75,0008

° Micheal Forsythe, “Elliott, Soros Drive 44% Jump in Hedge-Fund Political Giving,”
Bloomberg News , (March 10, 2006)

° OSI Statement on U.S. Campaign Finance Reform and Independent Organization
[Online], Open Society Institute & Soros Foundations Network, meﬁlm:
http://www.soros.org/newsroom/news/campaignfinance_20031125 [June 6, 2007]
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Democracy 21 125,000°
Alliance For Better Campaigns 650,000
Common Cause 625,000"
Center For Public Integrity 1,700,000
Brennan Center For Justice 2,500,000"
Public Campaign 4,100,000
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° George Soros Backgrounder [Online]. Discover the Network, October, 2004.
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http://www.discoverthenetworks.org/Articles/SOROS, %20GEORGE%20BACKGROUNDER1.htm
[March 6, 2007]

10 Byron York, “Democrats Throw The Spirit Of Reform Out The Window,” The Hill
" Ibid.
" Ibid.
" Ibid.

" Michelle Cottle, “Where Are The Good Guys When We Need Them?” Washington

Monthly 9/97.
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Giving,” Bloomberg News , (March 10, 2006)
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1. UBS AG AVFLTATUAUR - Alternative and Quantitative
Investments
- Dillon Read Capital
Management

2. Barclays PLC, AUINTANUNANT - Barclays Global Investors

3. The Royal Bank of Scotland ANINTANUNNNT - RBS Greenwich Capital

Group PLC

4. Deutsche Bank AG LEIRTHU - DEAM Worldwide

5. BNP Paribus LS - BNP Paribas Asset
Management

6. The Bank of Tokyo- tﬁ ;u - Mitsubishi UFJ Asset

Mitsubishi Management Ltd.

7. ABN AMRO WLBRSUAUA - ABN Amro Asset Management

8. Société Générale , Paris La ARSIVl - Société Générale Asset

Défense

Management
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9. Crédit Agricole SA ARSIGL - Crédit Agricole-Alternative
Investment Products Group
- Credit Agricole Structured
Asset Management

10. Bank of America @M?ﬁ% - Bank of America Securities

11. JPMorgan Chase Bank mw?gﬂ - JP Morgan Asset Management

12. Banco Santander Central Ay - Santander Asset Management

Hispano SA

13. UniCredito Italiano SpA A - Pioneer Alternative Investment

14. Credit Suisse Group aamaasiausn - Credit Suisse Alternative
Investment

15. Citibank NA @Mﬁ‘/g% - Citigroup Asset Management
- Old lane Partners
- Citigroup Alternative
Investments
- Citigroup Global Wealth
Management

16. ING Bank NV LLBDTUAA - ING Alternative Asset
Management

17. Bank of Scotland AUINTAUNENT | n.a.

18. Fortis Bank NV/SA WAl - Fortis Merchant Banking

19. Sumitomo Mitsui Banking lu - Sumitomo Mitsui Asset

Corporation

Management Company, Limited
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20. HSBC Bank plc AUINTANUNANT - HSBC
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Compound
Annual
Type of Hedge Fund return Risk Sharpe | Correlation
Aggressive Growth 18.2% 17.6% 1 0.7
Distressed Securities 18.8% 11.8% 1.4 0.3
Emerging Markets 17.1% 23.0% 0.7 0.6
Fund of Funds 12.2% 7.1% 1.4 0.5
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Income 10.2% 4.7% 1.8 0.4
Macro 17.3% 1M1.7% 1.3 0.5
Market Neutral - Arbitrage 13.7% 5.2% 2.2 0.3
Market Neutral - Sec. Hedging 15.9% 4.9% 2.7 0.3
Market Timing 17.1% 10.2% 1.5 0.6
Opportunistic 20.5% 11.6% 1.5 0.6
Multi-Strategy 15.5% 9.9% 1.4 0.7
Short Selling 2.0% 22.0% 0.1 -0.7
Special Situations 17.9% 8.9% 1.7 0.6
Value 17.3% 11.8% 1.3 0.8
Benchmarks
MSCI World Equity 6.2% 16.4% 0.3
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http://hedgefund.com/indices/Historical_Indices/Yearly/glbyrs/glbyrs.htm LLag

http://www.hedgefund.com/abouthfs/matrix/matrix.htm
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Name Managers Main Strategies Funds under Flagship Why it is in the list
Locations Management Performance,
As of Jan 1%, 2007 | 2006 (%)
US FUNDS
Angelo John Angelo | New York, | Distressed, $11bn Founded in 1998 by John Angelo, former head of
Gordon arbitrage at LF Rothschild and Michael Gordon,
And Michael London Convertible
former head of research at LF Rothschild, Angelo
arb, and
Gordon Gordon focuses on identifying arbitrage
merger arb
opportunities through a rigorous research based
approach. Recently became another of the
growing band of hedge funds and private equity
firms seeking to take advantage of turmoil in the
US subprime mortgage market by investing in
mortgage servicing company Ocwen Financial.
AQR Capital Clifford Greenwich Value and $35bn Takes a systematic, computer — assisted approach
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Name Managers Main Strategies Funds under Flagship Why it is in the list
Locations Management Performance,
As of Jan 1%, 2007 | 2006 (%)
Asness , Conn momentum, to investment involving both value and momentum
Fundamental factors applied to various asset classes. View
ly driven themselves as fundamental rather than quantitative
as they like to “understand the story” behind their
models rather than reply solely on data. Currently
considering an IPO.
Atticus Capital Timothy New York Event — $14bn European: Atticus is a reluctant activist, but when it moves —
Barakett, driven 44% : Global: | as with Deutsche Borse, Where it worked in parallel
David Slager 36% with TCI, or more recently Dodge Phelps — it is

effective. The firm has connections everywhere
thanks to the presence of Nat Rothschild, scion of
the banking dynasty, as co-chairman, helping it

rapidly become one of the biggest in the business.




307

Name

Managers

Main

Locations

Strategies

Funds under
Management

As of Jan 1%, 2007

Flagship

Performance,

2006 (%)

Why it is in the list

Rarely for a hedge fund the growth also seems to
have helped, rather than hindered, returns,
although it remains a highly volatile fund thanks to
a relatively concentrated portfolio which often
includes big stakes in companies. Although it is
event-driven, it focuses on a handful of themes,
such as metals, exchanges and railways, where it
has strong view, then looks for corporate triggers.
A new fund focused on specialty finance, one of its

big themes, has just been launched.

Avenue

Capital

Marc Lasry
and Sonia

Gardner

New York

Distressed

$13.3bn

Avenue event
driven: -7.5%

Avenue

Brother and sister team, Lasry and Gardner have
built their careers on the belief that bad news is

good news. Last year, Morgan Stanley paid$300m
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Name Managers Main Strategies Funds under Flagship Why it is in the list
Locations Management Performance,
As of Jan 1%, 2007 | 2006 (%)
Europe: 15.9% | for a stake of between 15 and 20 per cent in the
firm as part of Morgan Stanley chief executive John
Mack’s drive to build up the bank’s presence in the
hedge fund business.
Bridgewater Ray Dalio Westport, Currency Hedged: $30.2bn One of the longest serving hedge fund managers,
overlay, Total: $ 150 bn Dailo has built Bridgewater into a multi — faceted
Conn.
credit and firm with a total of $ 150bn in assets under
emerging management. Considered a pioneer of currency
market debt overlay strategies.
Caxton Bruce New York Managed $14.2bn 13% Mr.Kovner’'s made his first trade by borrowing
Associates Kovner futures, $3,000 on a credit card to buy soybean futures.

global

The contract rose to $50,000 but he then watched
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macro the contract drop to $22,000 before selling. He
later said that this first trade taught him the
important of risk management. Notoriously
secretive, Mr. Kovner's 5" Avenue Mansion in New
York City features a lead — lined room to protect
against a chemical, biological, or dirty bomb
attack. He is chairman of neoconservative think —
tank the American Enterprise Institute.
Cerberus Steve New York Distressed Total : $16.5bn 21% Cerberus runs both hedge fund and private equity,
Capita Feinberg (Oct 2006) where it specializes in distressed companies. It

owns or part — owns the finance arm of General
Motors, banks in Japan and Austria, and Formica,

maker of the eponymous kitchen surface. Best —




310

Name Managers Main Strategies Funds under Flagship Why it is in the list
Locations Management Performance,
As of Jan 1%, 2007 | 2006 (%)

know as the employer of Dan Quayle, former US
vice president Cerberus recruited former US
treasury secretary John Snow as chairman last
year.

Citadel Ken Griffin Chicago Multi — $12bn Citadel is one of the most active trading firms in the

Strategy world, and is rapidly diversifying into areas

traditionally dominated by investment banks
including market making and servicing hedge
funds. On any given day it can account for over 3
per cent of all trading volume on NYSE Euronext.
Last year it became the first hedge fund to access

the public debt markets and is widely thought to be
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considering an initial public offering of its stocks.
Griffin founded Citadel in his Harvard dorm room
and is married to Anne Dias Griffin. Who runs her
own hedge fund, Aragon Global Management, one
of the largest run by a woman?

DE Shaw David Shaw | New York Multi — $26.3bn 17.3%(compo | DE Shaw consistently ranks in the top five hedge

Strategy site fund) fund groups by assets. It was once termed by

Fortune magazine as the most intriguing and
mysterious force at work on Wall Street. The
company in extremely selective in its hiring, with
only 1 in 500 candidates making the grade. It
employs cutting edge, complex mathematics for its

quantitative investment processes. Dr. Shaw
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served as an advisor on President Clinton’s council
of Advisors on Science and Technology, and Larry
Summers, Clinton’s secretary of the Treasury,
works at DE Shaw part time. More recently the firm
has branched out in qualitative strategies, while its
private equity investments include FAO Schwartz,
the famous US toy shop, and eToys, formed from

the remains of retailer KB Toys.

ESL

Investments

Edward

Lampert

New York

Activist,

distressed

$18bn

40%plus

Founder Edward Lampert is already being called
his generation’s Warren Buffett. He started ESL
when he was just 25 after earning an economics
degree from Yale. Average returns since have

been almost 30 per cent. ESL is now the largest
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shareholder of Sears, owner of Kmart, where he
also serves as the chairman. In 2003 he was
kidnapped at gunpoint from a car park at ESL’s
Greenwich, Connecticut offices. Four captors held
him for ransom, keeping him bound and
blindfolded for some 30 hours before he
negotiated his own release. The kidnappers were
caught after Lampert’s credit card was used to
order pizza. The ‘mastermind’ of the plot was

sentenced to 15 years in prison earlier this year.

Farallon

Thomas

Steyer

San

Francisco

Merger
arbitrage,

multi

$26.2bn

20%

Farallon, one of the largest hedge fund groups in
the world, has been active in the subprime

mortgage area, buying up distressed assets and
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strategy lending to one cash — strapped mortgage
company. Its private equity operations are
growing, and it is often mentioned as a possible
initial public offering candidate.
Fortress Wes Edens New York Global $30bn 17% Fortress in February became the first big US —
macro multi based hedge fund and private equity manager to
— strategy list its shares. The big jump in Fortress’ stock is
expected to lead to several other hedge fund IPOs.
Goldman Eric New York Multi — $32.5bn Global Alpha: | GSAM is the second largest hedge fund manager
Sachs Asset Schwartz Strategy -10% in the world after JP Morgan. Despite a rough
Management and Peter 2006, the group’s flagship Global Alpha fund has
Kraus historically generated very strong returns including
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a 40 per cent gain in 2005.
Highfields Jonathon Boston Activist $10bn 22.40% Mr. Grubman famously grilled then —Enron chief
Capital Jacobson Jeff Skilling on a conference call, leading Mr.
and Richard Skilling to call him an unprintable name. More
Grubman recently, Highfields has been a vocal opponent of
the terms of the proposed buyout of Clear Channel.
Lone Pine Stephen Greenwich | Long - short $11bn Lone Cedar: Mr. Mandel is a “Tiger cub” who trained under
Mandel , Conn. equity 8% legendary manager Julian Robertson at Tiger

Management. Mr. Mandel’s early enthusiasm for
Google led many other investors to pile into the
Internet search engine stock. Like other star

managers, Mr. Mandel takes little new money.
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Moore Capital | Louis Bacon | New York Global $12.5bn Moore Global | Along with his friend and fellow hedge fund
macro Investment: superstar Paul Tudor Jones, Mr. Bacon is one of
8% the survivors of old-style global macro investing.
With a pedigree dating back to the mid -1980s Mr.
Bacon'’s investment style is more risk — averse than
many of the other higher — performing global
macro funds. Mr. Bacon tends to keep his head
down and defends his privacy carefully.
Och —Ziff Dan Och New York Multi — $21bn 15.86% Och —Ziff has branched out into private equity and
Strategy direct lending to companies and launched

successful funds focused on Europe and Asia. The

hedge fund group also helped Malcolm glazer with
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his takeover of Manchester United, lending him a
chunk of the money for the bid.

Perry Capital Richard New York Multi — $13bn Perry Intl: 10% | Perry Capital is one of a handful of big hedge fund

Perry strategy groups that is thought to be considering an initial

public offering. Mr. Perry has been involved in
some high — profile deals, and has backed the
movie studios of Hollywood moguls Bob and
Harvey Weinstein.

Renaissance James New York Quant $24bn Medallion:40% | Mr. Simons is the hedge fund manager’s hedge

Technologies Simons State fund manager. Secret to the point of paranoia,

Renaissance’s Medallion fund was long the most

consistent strong performer in the industry, using
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quantitative analysis and computer — driven rapid —
fire trading across equities, bonds, currencies and
commodities. The fund was so successful it
pushed its fees to 5% a year and 44% of profits
before ejecting external investors to concentrate on
money from family and friends. A new fund started
two years ago, though is aiming to raise an
astonishing $100bn by targeting the desire of
institutional investors for returns of 10% a year with

low volatility.

SAC Capital

Steven

Cohen

Stamford,

Conn.

Multi —

Strategy

$12bn

34%

Top dog in the hedge fund world, Mr. Cohen is one
of most successful and talked — about traders.

SAC’s phenomenal performance has made Mr.
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Cohen one of the most valued, and richest, fund
managers in the world. SAC has the highest fees in
the industry, charging 3% a year and 50% of
profits, but still has investors queuing up thanks to
strong and consistent returns. It is one of the most
prolific investors, making up a big chunk of stock
market turnover, and recently moved into private
equity. Mr. Cohen’s sprawling Connecticut
mansion — complete with skating rink, golf course
and basketball court - and his$100 —plus art
purchases have made him a poster child for the
excesses of the hedge fund industry. Last year he
faced a lawsuit from Biovail, a Canadian

pharmaceutical company, which claimed $4.6bn
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and accused SAC and others of ghostwriting
supposedly independent stock research to drive its

shares down.

Tudor

Paul Tudor

Jones

Greenwich

Conn.

Multi —

strategy

$15bn

18%

Mr. Tudor Jones is one of the most celebrated and
long serving hedge fund managers. His $50m
Connecticut waterfront estate is said to resemble
Tara from Gone with the Wind. He is one of the
many hedge fund managers actively engaged in
charitable work. His Robin Hood foundation

combates poverty in New York City.

Soros Fund

Management

George

Soros

New York

Global

macro

11.3bn

12%

Mr. Soros is quite simply a legend. Even though he

now spends much of his time on philanthropy and
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politics, the Hungarian — born investor remains a
powerful force in the hedge fund business and
earned almost $1billion last year. Much of his net
worth resides in the Quantum endowment fund,

which was up 12 per cent last year.
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