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Assets / Net Asset Flow, Hedge Fund Industry 1990 – Q3 2005
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Alpha Versus Beta Strategies

Equity Hedge
29.42%

FI: Convertible Bonds
0.08%

Sector (Total)
4.70%

Short Selling
0.31%

Relative Value Arbitrage
12.04%

Regulation D 0.24%

M erger Arbitrage 1.45%

Market Timing 0.37%

Macro
10.98%

FI: Arbitrage 2.61%

FI: Diversified 1.80%

FI: High Yield 0.71%

FI: MBS 2.70%

Event-Driven
13.68%

Equity Market Neutral
2.25%

Equity Non-Hedge
4.51%

Convertible Arbitrage
3.53%

Distressed Securities
4.72%

Emerging M arkets (Total) 
3.93%

Source: Hedge Fund Research (www.hedgefundresearch.com)

Assets of Mutual Funds on June 30, 2005 (billions of $)
Data Source: Federal Reserve Board Flow of Funds Accounts  

Security RPs, $120, 2%

U.S. Treasuries, $152, 3%

Agency, $473, 8%

Corporate equities
$3,258, 66%

Corporate and foreign 
bonds

$603, 12%

Municipal securities,
$293, 6%

Open Market Paper
$78, 2%

Miscellaneous assets,
$2, 0%

Total Assets = $5.605 Trillion

Current Through Q3 2005
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Growth of Hedge Fund Assets - Onshore/Offshore 1990 – Q305
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Estimated Fund Domicile Registration - Q3 2005
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Trading Turnover From The Caribbean

Gross Trading (Purchases and Sales) In All U.S. Securities 
From The CarribeanTax Havens Countries

12 Month Average
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Leverage In The Bond Market

Bond Market Leverage
Primary Dealer Net Borrowings

(Total Repos less Total Reverse Repos)
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 and 10-Year Treasury Note Yields
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A Leveraged Bull Market
Overnight Repo As A % Of The Market Value of The Merrill Domestic Index
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LTCM "Unwind"

The Carry Trade
"Margin Call"
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Measuring The Carry Trade

Quantifying The Yield Curve
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How To Create A Moral Hazard

Next Days Meetings Total Percentage FOMC Meeting(s)
FOMC Before Correctly FOMC Mtgs Of Mtgs Not Correctly Forecasted
Mtg is The Next Predicted This Study Correctly
13-Dec FOMC Mtg. By This Day Covers Predicted
12-Dec 1 20 20 100.00% none
9-Dec 2 20 20 100.00% none
8-Dec 3 20 20 100.00% none
7-Dec 4 20 20 100.00% none
6-Dec 5 20 20 100.00% none
5-Dec 6 20 20 100.00% none
2-Dec 7 20 20 100.00% none
1-Dec 8 20 20 100.00% none
30-Nov 9 20 20 100.00% none
28-Nov 10 20 20 100.00% none
25-Nov 11 20 20 100.00% none
24-Nov 12 20 20 100.00% none
23-Nov 13 20 20 100.00% none
22-Nov 14 20 20 100.00% none
21-Nov 15 20 20 100.00% none
18-Nov 16 20 20 100.00% none
17-Nov 17 20 20 100.00% none
16-Nov 18 20 20 100.00% none
15-Nov 19 20 20 100.00% none
14-Nov 20 20 20 100.00% none
11-Nov 21 20 20 100.00% none
10-Nov 22 20 20 100.00% none
9-Nov 23 20 20 100.00% none
8-Nov 24 20 20 100.00% none
7-Nov 25 20 20 100.00% none
4-Nov 26 20 20 100.00% none
3-Nov 27 20 20 100.00% none
2-Nov 28 20 20 100.00% none
1-Nov 29 20 20 100.00% none
31-Oct 30 20 20 100.00% none
28-Oct 31 20 20 100.00% none
27-Oct 32 20 20 100.00% none
26-Oct 33 20 20 100.00% none
25-Oct 34 20 20 100.00% none
24-Oct 35 20 20 100.00% none
21-Oct 36 19 20 95.00% 8/12/2003
20-Oct 37 19 20 95.00% 8/12/2003
19-Oct 38 19 20 95.00% 8/12/2003
18-Oct 39 18 20 90.00% 8/12/2003 and 6/29/2004
17-Oct 40 18 20 90.00% 8/12/2003 and 6/29/2004
14-Oct 41 18 20 90.00% 8/12/2003 and 6/29/2004
13-Oct 42 18 20 90.00% 8/12/2003 and 6/29/2004
12-Oct 43 18 20 90.00% 8/12/2003 and 6/29/2004
11-Oct 44 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
10-Oct 45 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
7-Oct 46 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
6-Oct 47 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
5-Oct 48 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
4-Oct 49 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004
3-Oct 50 17 20 85.00% 6/24/2003, 8/12/2003 and 6/29/2004

just the predictive ability of whether or not a move will happen and in what direction.

Predicting The Fed Since "Considerable Period"
Nearby Futures Leading Into The FOMC Meeting

All FOMC Meetings Since June 24, 2003

This table does not specify between varying magnitudes of movements, rather

When Should We Pay Attention?
Predictive Value of the Fed Funds Futures Contract

Between 1 and 72 Trading  Days before the FOMC meeting
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Predictive Value Of The Fed Funds Futures
Leading Into The FOMC Meeting

(The corresponding dates leading up to the May 3, 2005 FOMC meeting are shown)
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How Should CDS Trade?
Ford "Insured" Bonds Versus Swap Yields
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5-Year Fixed Swap Yields
(right scale)

Ford Insured Credit Breakeven Rate (left scale)
F 7.875 6/15/2010 - Cost of CDS - 5-Year Swap 
Rate
(5 Day Average)

GMAC "Insured" Bonds Versus Swap Yields
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(5 Day Moving Average)

Fannie Mae "Insured" Bonds Versus Swap Yields
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Equity Volatility

Covered Calls Versus The VIX
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Thin Red Line (Left Scale):  The VIX
Thick Blue Line (Right Scale): Ratio of BXM to the 
Total Return of the S&P 500 Index -- a falling line 
(note that the values are in Reverse Order) means 
"buy-writes" are outperforming the S&P 500
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Phone (866) 877-0266

New York Sales Office
230 Park Avenue, Suite 2425
New York, NY 10169
Edward T. McElwreath ed.mcelwreath@arborresearch.com
Phone (212) 867-5326  Fax (212) 370-1218

Director of International Sales (847) 756-3510
James L. Perry  james.perry@arborresearch.com

Arbor Research & Trading (UK) LTD
75 Cannon Street London England EC4N 5BN
Phone 44-207-556-7309 Fax 44-207-556-1748

For more information:
Director of Arbor (UK) 44-207-556-7309
Neil Tritton neil.tritton@arborresearch.com

Ben Gibson ben.gibson@arborresearch.com


