[image: image1.jpg]HUME BROPHY





Client: 
Hedgebay
Source: 
Eurohedge
Date: 

26th October 2009

Hedgebay to unveil secondary market index
October 2009 Newsletter 

Hedgebay Trading Corporation is to launch the world's first hedge fund secondary market index in the latest sign of growing interest in secondary trading as a mechanism for buying and selling hedge fund investments.

Nassau-based Hedgebay has been providing a market for matching buyers and sellers of hedge fund interests since 1999. Elias Tueta, the co-founder of Hedgebay, believes the firm's new index will act as a useful barometer of the current mood of hedge fund investors and confidence in the hedge fund industry itself.

The Hedgebay Hedge Fund Secondary Market Index will provide hedge fund investors, managers and other industry participants with statistics on key aspects of the secondary market.

It will show the average discount or premium to NAV of all hedge fund shares traded during the month. It will also show the average discount or premium to NAV over one year and 10 years, the highest and lowest individual prices of traded assets and the top two strategies traded every month.

Secondary market trading has been increasing sharply in the wake of the hedge fund liquidity crisis last year, with some of the biggest inter-dealer brokers like ICAP and Tullett Prebon setting up hedge fund secondary trading desks and a number of investment banks also becoming increasingly active in the secondary market.

Volumes have been rising as investors have turned to the secondary market to resolve liquidity, balance sheet and portfolio management issues, with the number of trades this year up again by about 15% on those for 2008.

After many benign years when hedge fund interests rarely changed hands at a discount to NAV, average discounts ballooned in the difficult conditions of the second half of last year to as much as 20%.

After starting to narrow earlier this year, the discounts have again started to widen in recent months - indicating continued pessimism and uncertainty in some quarters about the future performance of the industry.

However, the last few weeks have also seen the first hedge fund trade to take place at NAV for many months - showing that investors are again willing to pay full value for high-quality managers, particularly those that have restricted subscriptions to new investors.

The index primarily targets investors in hedge funds - especially funds of funds, who have traditionally been among Hedgebay's most active users, but also pension funds, endowments, family offices, wealth managers and high net worth individuals. 

However, Hedgebay also believes that the index will provide useful information and insight for the wider global investment and financial services industry - including leverage providers, regulators, investment banks and prime brokers.

Hedgebay has been providing hedge funds with a market to trade positions by matching buyers and sellers for nearly a decade. In that time the company has sourced, executed and settled billions of dollars of secondary market transactions.

